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Soft market to endure

throughout the year

Property/casualty insurers are screaming for higher rates and
higher-quality risks, and they might get them-by 1984.

Leading insurers contacted for this year's special market preview
section, which starts on page 3, told Business Insurance that higher
rates and tighter underwriting standards are part of their New
Year's plans for most major lines of coverage. But, most agree that
actual cost increases for anything other than professional liability
coverages are unlikely before the end of this year.

Other market observers agree. "We are

. till pl i for th ft ket
Property/casualty insurers still planning for the same soft market we

saw in 1982," remarks Tinley H. Irvin,
5-year results

president of Alexander & Alexander Inc.,
(in billions 01 dollars) .
echoing the comments of several brokers

and risk management consultants.
Underwriting results "The casualty insurance markets are
3 still very competitive and there is incredi-
o ble softness in the property insurance
markets, especially for large risks. More-
over, some insurers are starting to file for
-6 dovwnward rate deviations in workers
compensation, previously a rather stable
coverage," Mr. Irvin explains.

-12 " Financial analysts also point out that
despite mounting underwriting losses, the
78 79O 80 81 82 property/casualty insurance industry

continues to make an overall profit.
Underwriting losses jumped 63.8% to
$10.4 billion in 1982, according to A.M.
16 Best Co., and the industry's overall com-
14 bined ratio topped out at about 111%.

-- -li However, investment income grew 12% to
12 $14.9 billion and continued to rebut un-

Investment income

derwriting losses. Net earned premiums
10 also continued to grow, climbing 10.2% to
$101.9 billion. Policyholders surplus grew
6 Al 11.5% to $60 miillion, up from $53.8 mil-
1 liom.

78 79 80 81 82 Pretax net income, despite insurers’
fears about inadequate rates, could total as

much as $4.5 billion for 1982.
Pre-tax net income
9O be another story. The Insurance Services
8A Office, the industry-supported statistical
and rating bureau, predicts an industry-
wide combined ratio of 114% for 1983, past

fthe poink.akwhieh investmentinome:can

6 line insurers as a whole have reached the

precipice. Some individual companies will
78 79O 80 81 82 be under severe pressure.
st "If the industry stays on its present
Source: Basts Aggregates & Averages course, some companies could become in-
solvent, which would hurt all members of
the industry."”
The market for group health insurance also looks like it will re-
main the same in 1983. But, unlike property/casualty insurance, the
"same" means a continuation of rate increases of more than 20%.
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o~ Pages 3-46
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The coming year, observers agree, may .
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UPDATE

Lloyd's names outsider

as its first chief executive

LONDON-LIoyd's of London's new 27-
man council, meeting for the first time last
week, immediately appointed lan Hay Da-
vison, a senior partner at Arthur Andersen
& Co., as the market's first chief executive
officer.

Mr. Davison, who will take office Feb. 1,
will be given a seat on the Lloyd's Council
with limited voting powers and hold the
rank of deputy chairman even though he is

Continued on net page

J&J unit suing its insurers
for Tylenol recall expenses

By RHONDA L RUNDLE

NEWARK, N.J.-Tylenol maker McNeilab Inc., a
unit of Johnson & Johnson, is suing its insurers to re-
cover at least $110 million in product recall and busi-
ness interruption expenses incurred to remove its
Extra-Strength Tylenol pain reliever from the market
last fall.

Eight excess and
umbrella liability
insurers, whose

—_— D>

-~ i1l

policies include
coverage for prod-

) . —
uct liability losses,
and one all-risk

Insurer

property insurer ¥1 EN*

are named as de- ——

.C--500*.."

fendants in a law-

suit filed by MeNei-
lab in the U.S. Dis-

trict Court in
ark Nov. 23, but

only recently
served.

3(LENat

The suit asks the

court to decide

whether there is

coverage under the defendants' policies for costs asso-
ciated with McNeilab's production halt and nationwide
recall of Extra-Strength Tylenol capsules after some
were laced with cyanide.

MeNeilab's insurers are expected to vigorously op-
pose the suit. Excess and umbrella liability policies ty-
pically exclude coverage for recall expenses. And busi-
ness interruption coverage is triggered by physical

Whom McNeilab is suing

Excess umbrella policies

North River
Transit Casualty
Employers of Wausau $ 4.6 million
Aetna Casualty & Surety
AMmerican Centennial $ 5 million
Granite State
* FFir=t S t=atee S5 5 million

Northbrook Excess & Surplus $ 9 million

All-risk property policy
Aniliated FM

damage from perils that typically do not include volun-
tary product withdrawal.

But Johnson & Johnson's manuscript insurance poli-
cies, which cover McNeilab and other subsidiaries,
could be atypical. Indeed, the litigation is likely to focus
on the specific language and possible ambiguities of the
defendants' customized policies.

The nationwide
Tylenol recall
touching off the lit-
igation followed
the discovery in
September that

Coverage
$19.9 million some bottles of the
$500,000 product had been

laced with lethal

cyanide. Seven
$12.5 million . .
Chicago-area resi-

dents died after in-

$10.9 million gesting contamin-

ated capsules After
a brief hiatus,
MeNeilab recently
resumed sales of
Extra-Strength Ty-
lenol capsules in

$50 million

tamper-resistant
packages.

The Tylenol maker's business interruption loss and
extra expenses associated with the recall are undeter-
mined, but will exceed the $50 million limits of its all-
risk property insurance policy underwritten by Affi-
liated FM Insurance Co., an affiliate of Allendale Mu-

tual Insurance Co.

Continued on page 68

Proposed settlement may cap
MGM claims at $115 milion

By BETSY SHARKEY

LAS VEGAS, Nev.-MGM Grand Hotels Inc.'s total
liability costs arising from the 1980 fire in its Las Vegas
hotel may be capped at about $115 million if a tentative
settlement for all remaining claims against the com-
pany is approved.

But whether the insurers that will be called upon to
shoulder the settlement costs are pleased with the set-

tlement terms and just how much they might agree to
reimburse MGM remains unclear.

In the proposed settlement reached last week, MGM
agreed to pay a total of $75 million to close out the
approximately 450 remaining lawsuits if all the stipula-
tions of the settlement are reached. The company al-
ready has settled about 2,000 claims for more than $25
million, bringing the total projected settlement costs to
about $105 million, with miscellaneous costs and legal
fees comprising the remaining expenses.

Although the suits name 112 other defendants, MGM
was identified as the lead defendant and its settlement

represents the lion's share of what plaintiffs can expect

Hyatt settlement cast into uncertainty

A proposed state court settlement of the litiga-
tion following the 1981 Kansas City Hyatt Re-
gency Hotel disaster was cast into uncertainty
last week when a federal judge ordered many of
the plaintiffs who had agreed to the proposal
back into a federal class action. In addition, the
state court did not approve the settlement as ex-
pected. For details, see page 66.

to recover. If approved, the.$75 milion out-of-court set-
tlement would fall well below the $600 million in com-
pensatory and $2 billion in punitive damages originally
sought by plaintiffs.

At the time of the fire, the 26-story hotel-casino had
$30 million in liability coverage, which has been ex-
hausted by early settlements and legal costs.

Continued on page 67
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Lloyd's names chief executive

Continued from previous page

not a Lloyd's member. Although Mr. Davison said he will have the
necessary authority to police the marketplace, it is not clear
whether his authority exceeds the powers of the Lloyd's chairman
(BI, Dec. 20).

Mr. Davison, who previously served as chairman of the task force
reviewing Lloyd's auditing procedures, said his first priority will be
to make sure underwriters and syndicates fully disclose their insur-
ance interests and reinsurance arrangements. Then, he said, "There
can be no question of secret dealings."

The new council also set up investigation procedures, a disciplin-
ary committee and an appeals tribunal at its meeting last week.

Record work comp settlement

LOS ANGELES-In what is believed to be the largest workers
compensation settlement ever, the insurer for Cannonball Produc-
tions Co. will pay $1.1 million to a stuntwoman crippled in a car
accident while she was doubling for actress Farrah Faweett during
filming of the movie, "Cannonball Run."

Pacific Indemnity Co., part of The Chubb Group of Insurance
Cos., will pay the money in cash to Heidi Von Beltz, 25. Ms. Von
Beltz originally sought $1.5 million from the insurer, while Chubb
reportedly offered $300,000.

Ms. Von Beltz was injured on June 25, 1980, when a car she was
riding in collided with a van during filming in Nevada. In June
1981, she sued actor Burt Reynolds and the film's other principals
for $35 million. No trial date has been set.

Dual-capacity case hearing

SPRINGFIELD, Ill.-The lllinois Supreme Court is expected to
hear oral arguments Jan. 18 on a review of an appellate court deci-
sion that allowed an injured employee to sue his employer for more
than workers compensation benefits.

Unless the lllinois Supreme Court reverses the lower-court deci-
sion in Sharp vs. Gallagher, all employers who own their land or
lease their property could be subject to double liability from injured
employees. The decision allows workers who are injured on an em-
ployer's property to collect workers compensation benefits and then
sue the employer in its "dual-capacity" as landowner.

Social Security draft report

WASHINGTON-AIl future federal employees as well as current
federal workers with fewer than five years of government service
should be brought into the Social Security program, according to a
draft report of President Reagan's Social Security commission.

The draft report also recommends that non-profit employers, like
hospitals, be barred from dropping out of the program.

The 15-member bipartisan commission is supposed to publish its
entire list of recommendations by Jan. 15.

Ex-lllinois regulator moves up

CHICAGO-Praising him for bringing competitive rating to the
lllinois workers compensation market, Gov. James Thompson ap-
pointed former Insurance Director Philip R. O'Connor chairman of
the lllinois Commerce Commission.

Mr. O'Connor, who resigned as insurance director in July 1982 to
serve as the governor's 1982 campaign manager, is to take office Jan
18. The governor's office said a new insurance director has not been
named. The acting insurance director is James W. Schacht.

Mr. O'Connor, 34, was appointed lllinois' insurance director in
July 1979. On June 18, 1982, lllinois became the sixth state to pass
legislation that prohibits workers compensation insurers from
agreeing on rates. The new law became effective Jan. 1.

The lllinois Senate must confirm Mr. O'Connor's appointment to
the $47,500 a year job.

Multiemployer act upheld

ALEXANDRIA, Va.-Another federal judge has upheld the con-
stitutionality of the Multiemployer Amendments Act.

U.S. District Court Judge Albert Bryan said a retroactive provi-
sion in the 1980 law that allows plans to collect withdrawal liability
payments from employers that left the plans before the law was
signed but after its effective date passes the "constitutional muster."

As a result, Judge Bryan ordered Johnson Motor Lines Inc. to go
to arbitration to settle a $189,107 withdrawal liability claim it was
hit with when it withdrew in 1980 from the Teamsters Joint Council
No. 83 of Virginia Pension Fund.

Johnson Motor Lines and its parent, Republic Industries of Kan-
sas City, Mo., also are challenging other large withdrawal liability
claims (BI, July, 20, 1981).
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Shortfalls may prompt
employee benefit taxes

By JERRY GEISEL

WASHINGTON-The new Congress, faced with
enormous federal budget deficits, may generate new
revenues by stripping away the tax-free status of em-
ployee benefits.

In addition, Social Security's financial ills could lead
to new taxes on benefits as Congress looks for ways to
shore up the nearly bankrupt federal retirement pro-
gram

"With the tremendous revenue shortfalls we have,
we are going to see a major evaluation of the tax status
of benefit plans,” said Lloyd Kaye, a principal at Wil-
liam M. Mercer Inc. in New York.

"Congress is looking for revenues from every
source,” said Deborah Cholett, a research associate at
the Employee Benefit Research Institute, a Washing-
ton-based benefits think tank.

The fate of any benefit tax "will depend on how hun-
gry Congress is for revenues," she added.

With a $200 billion budget deficit possible this year,
Congress is likely to be very hungry. And, experts be-
lieve that the 1982 tax law that is supposed to raise
abut $99 billion in new revenues over the next several
years only whetted Congress' appetite for new sources
of revenues.

"The Tax Equity and Fiscal Responsibility Act of
1982 is just the beginning. Legislators will consider
whether benefit plans should continue to have a high
priority as far as their special tax status," said Mercer's
Mr. Kaye.

Benefit tax changes that could be enacted during the
98th Congress, which opened Jan. 3, include:

- Imposing on employees a tax on employer-pro-
vided health insurance. Currently, employer-paid

Photo: Wide World

health insurance premiums, which companies can de-
duet from their income taxes as a business expense, are
not considered taxable income to employees (Bl, Dee.
13, 1982).

- Cutting back on some of the tax advantages avail-
able to employees through 401 (k) salary reduction
plans.

« Making benefits subject to Social Security payroll

Continued on page 64

Bi promotes
James Burcke

CHICAGO-James M. Burcke has been pro-
moted to assistant managing editor of Business
Insurance, announces Editor
Kathryn J. Mcintyre.

Mr. Burcke, 26, joined Bl in
April 1981 as copy editor. He ,
holds undergraduate and gradu- 1
ate degrees from Northwestern f
University's Medill School of '
JJourmalisrm . i

Before joining Business Insur-,
ance, Mr. Burcke was wire editor -
of the Lexington Herald in Lex- A
ington, KM He also worked as a Mr. Burcke
copy editor at The Oakland Press,

a daily newspaper in Pontiac, Mich.

In his new position, Mr. Burcke will continue

to report to Managing Editor Lorrie Gawla.

The 100-foot-long gash in the fabric roof of the Hubert H. Humphrey Metrodome caused it to deflate.

Stadium owner covered for roof collapse

By STEPHEN TARNOFF

MINNEAPOLIS-A standard property insurance
policy will pick up the estimated $300,000 to $400,000
bill to repair a 100-foot gash in the roof of the Hubert H.
Humphrey Metrodome, a spokesman for the stadium's
owner says.

The Metropolitan Sports Facilities Commission,
which owns the stadium, placed the all-risk policy with
Century Indemnity Co. of Hartford, Conn. The policy
contains a $5,000 deductible.

Alexander & Alexander Inc. is the commission's bro-
ker. The policy was placed through Cravens Dargan &
Co. of San Francisco, a managing general agent.

"It was basically an all-risk contract including the
peril of collapse, which this was defined as," an insur-
ance industry source said.

Labor costs contributed heavily to the repair bill as

workers were on the scene around the clock to rein-
flate the stadium's fabric roof in time for the Jan. 3
football game between the Minnesota Vikings and the
Dallas Cowboys. The game was played as scheduled.

A plane was also chartered from Buffalo, N.Y., at an
estimated cost of $30,000 to $40,000, to deliver a 150-
foot-by-40-foot replacement roof panel so the commis-
sion could avoid a business interruption loss, an indus-
try source said.

The panel was installed Jan. 1 and the roof was rein-
flated the next day.

"If it had occurred at a different time of the year, it
would not have been as expensive," an industry source
said, explaining the roof could have been repaired
more slowly if a game had not been scheduled.

A spokesman for Crawford & Co., which is adjusting
the loss, said the added costs incurred to repair the sta-

Continued on page 65

New York regulator wants
to prohibit captive fronting

By LEN STRAZEWSKI

NEW YORK-The New York Insurance Department
is again trying to prohibit fronting, a favorite reinsur-
ance technique used by corporate captive insurers.

Announced just before year end and scheduled for a
public hearing Jan. 19, proposed Regulation 82 is an
even stronger version of a similar regulation proposed
by the Insurance Department in early 1978 (Bl, March
20,1978).

It seeks to eliminate virtually all use of unlicensed
reinsurers by a licensed insurer at the request of a poli-
cyholder, broker or any other party with control of a
risk. Such regulation would eliminate fronting for a
corporation's «captive insurance companies. which are
the cornerstones of many large corporate risk manage-
ment programs.

The proposed regulation would specifically prohibit:

+» Any agreement by which a licensed insurer, as a
condition of placement, cedes or retrocedes policies or

portions of policies covering risks in New York to any
unlicensed insurer designated by the policyholder, bro-
ker or consultant.

This rule essentially eliminates any risk manager
from supervising or recommending reinsurers on cor-
porate risks.

< Any agreement by which a licensed insurer trans-
fers all or part of its liability under a policy covering
risks in New York to an unlicensed insurer affiliated
with the policyholder, broker or any other interested
party.

This rule eliminates a captive insurer from reinsur-
ing its parent's policies in New York.

< Any agreement by which a licensed insurer trans-
fers all or part of its liability under a policy covering
New York risks to an unlicensed insurer when the ces-
sion or retrocession is more than what the licensed in-
surer would normally allow for similar business.

Pending a specific interpretation, one insurance at-

Continued on page«63
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VWhat to expect iINn'83

Rates for property coverage
expected to hold steady

By LEN STRAZEWSKI

Corporate buyers can expect continued low property insurance rates and premi-
ums for 1983, but only the most dedicated shoppers will find rate reductions, most
property underwriters say.

Premium credits for good loss history or loss-control programs will also be more
difficult to find as insurers attempt to raise prices without raising rates.

But don't worry about capacity, underwriters add. Any property can be insured
to value for the right price, thanks to continued expansion into commercial prop-
erty coverage by direct writers and the continued availability of reinsurance.

"Rates haven't changed in the last three to four months and probably won't until
the end of 1983 when they may start going up," explains Gordon Paine, vp-com-
mercial property at St. Paul Fire & Marine Insurance Co. in St. Paul, Minn.

"However, it could take somewhat longer to change and we may not actually see
the higher rates until 1984," he continued. "There were a lot of catastrophe losses in
the first half of 1982, but that
didn't change the attitudes of the
market at all.”

St. Paul was the largest un-
derwriter of fire and allied lines of
coverage in 1981 (the most recent
full-year statistics), according to
Best's Review, with $138.5 million
in direct premium for single-line

related coverages.

Once rates start to climb, Mr.
Paine also predicts a new interest
in underwriting data. Buyers will
once again try to convince un-
derwriters that their property is
safer than most and underwriters
will again be looking for ways to
distinguish between precarious
risks that demand rate hikes and
superior risks worthy of discounts.

Michael |.D. Morrison, president
of American Home Insurance Co.
and senior vp of American Inter-
national Group Inc., also expects
some rate increases by the end of the year as insurance
industry underwriting results deteriorate and insurers' in-
vestment income shrinks.

But, buyers will be willing to pay slightly higher rates for
more secure policies, he adds.

"All the insurance and reinsurance scandals we have
been reading about are bound to have an effect on buying
attitudes," he says. "Buyers must be getting concerned
about the strength of their insurers and they are looking for
financial security and responsible underwriting.”

AIG received $128.9 miillion in direct premiums for fire
insurance in 1981, placing it second in the nation, according
to Best's. It also wrote more than $37 million in allied lines
in 1981, the 14th-largest in the nation.

AIG will "do its best to stop irresponsible rate cutting,”

Mr. Morrison says, though he did not predict wholesale rate
increases at AIG

AlG's underwriting standards will tighten, as will those

Continued on page 6

Liability insurers will seek hikes,
but admit no big jump is likely

By BILL DENSMORE

Many commercial liability insurers are making their projections for 1983 with
wistful thoughts of a gradual upturn in renewal rates sometime after the first
quarter.

But, at the same time, risk management consultants say they do not see fierce
rate competition easing and predict further rate-cutting furor in most liability lines
for much of this year (see story, page 21).

Despite the contradiction, liability insurance buyers can expect two things in the
new year:

* Your insurer will be looking for more money in 1983.

* But, you can probably shop around for another stable insurer that will take
your business without a rate hike.

"About the only thing that is fairly obvious is that we have been competing so
effectively against one another that the industrywide premium volume has

, dropped,"” says Thomas A. Jack-
son, a secretary in the field divi-
sion of product management at

Conn. "People are-heing-arcedfo

them.”

Mr. Jackson says that, for the
time being, it looks as if things are
going to go along the way they are,
with only limited rate increases
for liability coverages.

"l think we're going to see a
turn in 1983, but it's not going to
be across the board. It's going to be
in certain classes," says Earl R.
Lanning, a vp at E.H. Crump Cos.
Inc., a general and excess/surplus
lines brokerage based in the Mem-

A suggestng hatcomprehenshe

general liability coverage rates
will indeed rise.

Mr. Lanning and others also forecast some degree of
price firming in commercial auto and physicians malprac-
tice coverages.

Risk managers should spend the early part of 1983-be-
fore any market tightening begins-obtaining the broadest
comprehensive general liability coverage they can, Mr.
Lanning suggests.

"Most companies | know are flexible enough that they
will give on their coverage if they can get a few extra dol-
lars for it," he points cut.

Of about a dozen major commercial property/casualty in-
surers contacted by Business Insurance, all predicted some
degree of price firming in liability lines this year, but few
could give any specific percentages on specific lines. They
said they were reticent to detail rate hikes for competitive
reasons or because they just aren't really sure.

One solid estimate came from Fred G. Marziano, a vp and

Continued on page 20

11 liih

Little relief in sight for soaring health premiums

By RHONDA L. RUNDLE

LOS ANGELES-The prognosis for 1983 group
health insurance costs is grim: For the third consecu-
tive year, insurers are predicting average rate hikes of
25% to 35%.

But there are small, tentative glimmers of optimism
among insurance company actuaries who are looking
six, nine or 12 months down the road. For the first time
in three years, the rate setters are saying, oh so eau-
tiously, that maybe, just maybe, relief is ahead.

Don't count on it.

The hard fact is that the vast majority of employers
continue to see soaring rate increases. A few groups
with good claims experience may be offered increases
as low as 10%. Others, with high costs, may face mind-
boggling bills that are 50%, 60%, even 100% more than
last year's.

To combat continuing cost escalation, more insurers
are offering-and more employers are accepting-
plans that ask employees to pay a larger share of their

health care costs. The most common approach is to raise
minimum deductibles and place caps on maximum cal-
endar-year costs to boost employees' out-of-pocket ex-
penses.

"l thought we would be starting to see a slowdown in
medical costs inflation by now, but the situation is not
much different from last May," reports Thomas Fergu-
son, vp and actuary at The Equitable Life Assurance
Society.

Claims costs in 1982 were higher than expected, so
Equitable is still playing catch-up with rate increases
averaging 25% to 30%.

Besides inflation, the rate increase culprits are
stepped-up health care utilization and cost-shifting. As
the federal government reduces its reimbursements
under the Medicare and Medicaid programs, the real
costs of providing treatment to public patients is shifted
to private patients and their insurers.

The good news is that there is some evidence that the
medical care component in the Consumer Price Index
is going down, observes Merwin Soper, group market-

ing vp for Allstate Life Insurance Co. But cost-shifting
by the federal government may be eating up the differ-

"Cost-shifting now accounts for 20% of the total cost
of health care inflation," he estimates. The Health In-
surance Assn. of America has termed it the "hidden

tax.”

If you are one of those unfortunate employers to be
hit with a crippling premium increase this year, it will
be tougher to shop for a new health plan. Several major
insurers are tightening underwriting criteria to dis-
courage so-called "jumping-bean business."

"If a company is a proven shopper, we would be leery
of them," says Mr. Ferguson. Equitable probably would
decline to quote a plan of 100 to 500 lives that has
shifted insurers more than twice in the past five years
to get a lower price.

"If a group has a track record of moving every year
and leaving insurers with a deficit, we don't want it,"
agrees John W. Weekly, senior executive vp with Mu-

Continued on nezt page
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Health coverage costs to continue spiral

Continued from page 3

tual of Omaha Insurance Co. Em-
ployers and insurers need to ride
out the good and bad years to-
gether, he says.

Mutual of Omaha has imposed
stricter requirements when re-
viewing a prospective group's loss
experience. If the insurer does not
have access to loss data, then it
probably will charge the group a
higher premium the first year.

Aetna Life Insurance Co. is also
sticking to underwriting standards.

"If there has been a switch in the
past three years, we insist on taking
the loss history," says Jay Ripps,
assistant vp of employee benefits.
"If we can't get it, the buyer is out
of luck-unless an exception to
field underwriting rules is ob-

tained.”

Health cost trends will be about
the same as they were for the past
two years, predicts David Levene,
an actuary in the group under-
writing department of Metropoli-
tan Life Insurance Co. At least 60%
of medical costs is made up of hos-
pital bills, and "we don't see any-
thing encouraging there," he says.

The lion's share of Metropolitan's
groups are larger than 1,000 lives.
Average rate hikes are about 20%,
with a range of 10% to 40%.

"When we do put through a rate
increase, we tell the employer what
the impact would be of raising the
deductible and caps on an em-
ployee's out-of-pocket expense,"”
says Mr. Levene.

"Some (employers) have acted,
but the vast majority of them have
not changed their deductibles,”

notes Ed Schults, a Metropolitan
assistant vp. "Many are bound con-
tractually by union constraints."

Several companies, including Eq-
uitable, John Hancock Mutual Life
Insurance Co. and Pacific Mutual
Life Insurance Co., to name a few,
hint they will unveil new group
health plans during the course of
1983 that are designed to put more
teeth into cost containment.

Others are pinning their hopes
on new plans debuting now.

Small groups of 2 to 99 lives can
renew their health insurance with
Transamerica Occidental Life In-
surance Co. for roughly 40% above
rates offered a year ago. Or, they
can opt for Economed, a new plan
available after Jan. 1 that is priced
at about 70% of the older plan.

That means employers who go

with the new plan can ken their
health insurance costs at ab6ut the
same level as in 1982, calculates
Simon Baitler, senior vp.

Economed, he explains, is a com-
prehensive medical plan designed
to "make employees think a bit
about what they spend."” The pack-
age plan, available to small groups
without modification, features:

- A $200 deductible per em-
ployee, which is raised to $300 for
non-emergency surgery performed
without a second opinion.

- A $5,660 maximum per-em-
ployee annual cost. The plan pays
80% of the first $5,000 of costs, 90%
up to $50,000 and 100% coverage of
qualified expenses exceeding
$50,000.

= No first-dollar coverage for
hospitalization, except for outpa-

Whenthegoing is tough
doyouhave««the tough"
tokeep going?

IHAA members do.

Example: the recently combined Insurance Institute for
Research and the Agency-Company Operations Research
and Development Corporations-1IR/ACORD. Both cor-
porations were original creations of the Big «I" with the
identical ultimate goal in mind: standardization, consolida-
tion and industry-wide interface between Independent
Agents and the companies they represent. Why? To give
us all the means by which we can meet the tough, compet-
itive challenges of an evolving industry.

Now together, the new IIR/ACORD Corporation can

pursue the quest for industry standardization with even
more vigor and give Independent Agents an increasingly
efficient and cost effective system of delivery.

Having «the tough"-another good reason why you

should join theover 126,000 members of the IIAA today.
Write to: 100 Church Street, New York, N.Y. 10007. Bet-
ter still, call, toll free (800) 221-7917 for full particulars.

Independent Insurance YuRdependeA

Agents of America, Inc. \ insumnce 0

AGENT /

YOU FIRST /

tient surgery, which is covered 90%
from first dollar up.

These same features are avail-
able to larger groups on an unbun-
dled basis, Mr. Baitler explains.
Starting this month, agents will au-
tomatically present cost informa-
tion on each component to risks
that are renewing.

Transamerica Occidental is
clearly hoping that the cost-con-
tainment features in these plans
will help put the business back on a
profitable basis. The company dra-
matized the poor performance of
group health insurers when it an-
nounced a $56 million pretax loss
for the third quarter of 1982.

Prudential Insurance Co. of
America also has introduced new
small group plans with higher de-
ductibles and coinsurance limits-
lingo used by insurers to describe
the maximum annual amount that
a single employee or family can
pay during a calendar year.

The new plans, which are man-
datory for new groups and optional
for renewing groups, feature a
minimum deductible of $300. Coin-
surance levels have been raised to
$1,000 per employee and $2,500 per
family, up from limits of $500 and
$1,000, respectively. A cap of
$10,000 on nursing care benefits
also has been imposed.

Groups renewing under the old
plan could expect to pay, very
roughly, $7,000 a year for five lives
and $33,000 a year for 25 lives.
Those costs would be 30% to 35%
lower with the revised plan.

"l think we're going to see a lot of
redesign in benefit plans to encour-
age more frugality and discretion
in their use," says Frank Rubino, a
vp and assistant actuary.

Groups with 10 to 49 lives that
renew in January can expect aver-
age rate increases of 30%, compared
with 50% to 60% a year ago, says
Mr. Rubino. Those big increases are
still hitting baby groups of two to
nine lives, however.

Groups with 50 or more lives are
seeing rates increases that average
25% with some wild fluctuations,
notes John A. Wickens, Pruden-
tial's vp-group underwriting.

But, 1983 could be a turnaround
year, Mr. Wickens says.

"There is some hope of lower
medical costs, but they're not ac-
tually reflected in the rates yet. We
are concerned about legislation that
could fuel cost-shifting, so we won't
realize any (cost) change."

If hospitals are uncertain about
future Medicare reimbursements,
fear that the federal government
will tax health benefits or antici-
pate cost controls, then their rates
may continue to accelerate despite
slower inflation, he says.

John Hancock looks for at least
another year of severe pressures on
group health rates. "But | think we
may be turning the corner,” says
Alexander Neiley, a sales consul-
tant in marketing operations.

Average John Hancock rate in-
creases for groups with 2 to 49 lives
have been cruising at a 30% to 35%
clip and probably will continue to
do so until at least mid-1983.

Like other insurers, John Han-
cock is encouraging employers to
raise deductibles and coinsurance
levels. And the company is design-
ing a new plan "without bells and
whistles" that incorporates many
cost-containment features.

"l look for it to be ready about
July 1 or sometime during the sec-
ond quarter of 1983," predicts Mr.
Neiley.

Pacific Mutual also is in the pro-
cess of drafting a new group health
insurance plan. "How much it will
have in the way of teeth in it for
cost containment, | don't know,"
says Gerold Griswold, vp-group ac-
tuarial. The plan will be availabie
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Two things you can count on:
Times change. Wausau works.

Change is sweeping through American busi-
ness. But Wausau isn't just being swept along.
We're on the leading edge — up front in develop-
ing products and services to meet your chal-
lenges of change.

Today, Wausau is seventeen insurance and
insurance-related en-
terprises. All directed
toward solving your
business insurance
problems. Quickly
through satellite com-
munications and com-

WAUSAU
INSURANCE
COMPANIES

© WausauWisconsin54401

puter expertise. Thoroughly, through profes-
sional personal contact. Effectively, through a
tradition of customer awareness.

For many years, our little depot has sym-
bolized Wausau’s helpful, neighborly way of
doing business. It still says a lot about our small
town roots.

But times change.
And Wausau changes —
keeping the best of the
old, leading the way to
the new. You can count
on it. Wausau works.
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Property rates expected to hold steady

Continued from page 3f

of the property insurhnce market
in general, he adds. "People will be
asking more than the name of the
risk now. Though any coverage can
be included for the right price, we
won't see coverage exclusions de-
leted freely any longer."

CIGNA Corp. underwriters,
however, are more skeptical, pre-
dicting level rates and some price
cuts for most of the year, according
to Joseph P. Reynolds Jr., head of
commercial multiperil insurance.

"We are all victims of our own
greed and CIGNA is as greedy as
the next guy,” he remarks.
"There's nothing really wrong with
rates, it's just that no one is willing
to follow them. No one is willing to
lose market share.”

The traditional large property in-
surers also face competition from
the'State Farm and Alistate groups
as well as life insurers that are
opening property/casualty divi-
sions, he says.

The Factory Mutual System is

also expanding its interest beyond
highly protected risk coverage and
increasing standard property un-
derwriting (see story, page 10).

The competition tempts insurers
to ignore bureau rates designed for
proper underwriting levels.

"The Insurance Services Office
has raised property rates 25% and
package rates 18% since 1980," Mr.
Reynolds says, "but none of the
major insurers use bureau rates.
We expect ISO to file for another
3% or 4% in increases, but | don't

know who will use them.
"Insurance Co. of North America
was wi iting at 20 to 30 points less
than manual package rates and
Aetna Insurance Co. was more:han
40 points off, including prem ium
credits," he says, adding the eend
shows no signs of abatement.
Deductibles, he adds, are gen-
erally low now and not likely to in-
crease. "It's still a buyer's market
and the buyer is only likely to take
a higher deductible or retention if
the insurer is offering a big rate

It's all-important. When

to move. Wten to wait. When

to break. When to expand.

When to push your oppo-

nent to the limit.When to sense
that the time is ripe.

We've sensed it and now
we're moving. BRI Coverage
Corp. now has agreements
with a major independent

international insurance broker- engineering, property conser- th e right

six continerts. Now the same
expertise and on-site service

we've provided domestically
is seldom more than a short
flisht away

Through these facilities

we can provide virtually in-
stantaneous services for claims

manaBement, claims process-
ins, on-site inspection and

age firm which gives usworld- vation and employee safety,

wide capabilities. More than
90 offices in 34 countries. On

Risk analysis and management
services are equally available.

No matter where you are.

So if you've been think-
ins that BRI Coverase Corp.
couldn't attend to your interna-
tional insurance needs, think
again. Because now we can!

International capabilities.
We have them because you
need them. \)(45 Were simply

waitins for

ak Jv.O.

time.

EAKING AWAY.

BRI Coverage Corp. 156 William Street, New York, NY 10038 919-933-7171

cut. But why bother, when rates
are already low?

"High-rise property risks in
major cities like New York and
Chicago are going for less than 5
cents per $100 of value and some
fire-resistant, sprinklered struc-
tures are being charged as little as
1.5 cents per $100 of value."

When and if rate increases begin,
most industry sources say the con-
servative Hartford-based insurers
will be the first to make changes.
Aetna Casualty & Surety Insurance
Co. and Hartford Insurance Group
underwriters agree.

Robert S. Ebersold, assistant vp
for commercial lines at Aetna C&S,
predicts slight rate hikes for prop-
erty coverages, possibly reaching
10% by year-end. The increases,
however, will vary by coverage
line.

Property coverage rates range
from 1 to 2 cents per $100 of cover-
age for large corporate property ac-
counts, fire-resistant buildings and
highly protected risk classifications
to more than 75 cents per $100 of
value for substandard fire risks,
underwriters agree.

Though insurers would like to
raise rates from the low end up,
competition could make it impossi-
ble.

"There won't be much move-
ment in the medium to large risks
that generate substantial premium
volume,” Mr. Ebersold says. "It's
tougher for insurers to lose them.

Underwriting standards couldn't
be looser throughout the insurance
industry, Mr. Ebersold adds, and
some tightening is inevitable.

"We've tried to hold to our stan-
dards, though obviously not in all
cases. At a time when many insur-
ers aren't even seeking the most
basic underwriting information, it's
hard to keep to any firm standards.
However, we've lost a lot of busi-
ness because we wouldn't go as low
as some."

"Significant rate increases are
probably too much to ask," agrees
John F. Donahue, vp for prop-
erty/casualty underwriting for
Hartford Insurance Group.

"But base rates generally will be
going up. Package policies, for ex-
ample, will be going up 8% to 12%
in 1983, depending upon the state
jurisdiction (see story, page 18).

"In the past four years, un-
derwriters have been setting a rate
and then taking it away in spades
through credits. Hartford will show
a positive upward movement in
pricing in 1983-and probably pay
for it in market share," he says.

The companies that received the
biggest price cuts in 1982 will prob-
ably be the first to pay increases, he
added. "We are really building on
the results of 1982. If the premium
didn't modify in 1982 to balance
losses, it will have to in 1983."

The economic climate will also
be pushing rates upward as insured
values stabilize and arson rates
climb, Mr. Donahue says.

In past years, insurers could look
forward to premium increases de-
spite some rate cuts because infla-
tion increased property values.
Thus, policyholders bought higher
limits of coverage, balancing the
impact of rate decreases.

In 1983, however, inflation is ex-
pected to be minimal.

"Property values may increase
some 6% to 8%," he explained,
"rather than 11% as in the past. If
rates continue to fall, the bottom
line is less income for insurers to
use to pay losses.

"Vacancies caused by shutdown
plants are always a problem for
property insurers and we are see-
ing plenty of vacancies. An empty
workplace is always a greater van-
dalism and arson risk and the arson
rate always climbs during de-
pressed economic conditions." .
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The problem is that the way most insurance poli-
cies define things, nothing is ever really brought
into focus.

What you call a boiler may not be what your
policy calls a boiler. What looks like an explosion
to you may, in fact, be an implosion as far as
your policy is concerned.

Which is all well and good if you're the type
who doesn't mind keeping tabs on such things.
But if you're not, we've got some good news.

A policy that's simpler. A policy with less
room for misinterpretation. Arkwright-Boston's
new All Risk Pblicy.

Basically, instead of telling you what you
an insured for, it simply tells you what you aren't
insured for. What that means is that, with a few
exceptions, you can assume total coverage
against any fortuitous property loss.

—

llLF7FTZs= .. 41l

It is by all measures, the broadest, most
inclusive concept in property insurance ever
developed by Arkwright-Boston.

And if you think you can get the same thing
with one of those thrown-together "all-risk"
packages, think some more.

For one thing, our new policy includes boiler
and machinery. Unavailable in many package
arrangements.

And something they'll never be able to
offer. The ability to capitalize on the wealth
of loss prevention talent that Arkwright-

Boston has built its reputation on since
day one.

So if the idea of a simpler, more
inclusive way to protect your corn-
pany appeals to you, consider the
Arkwright-Boston All Risk

Fblicy. It could be the first clear look at insurance
you've had in years.

To learn more, contact your nearest
Arkwright-Boston Insurance office: Atlanta,
Boston, Chicago, Cleveland, Greenwich,
Montreal, San Francisco and Toronto.

ARKWRIGHT

INSURANCE
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Better get in shape now

ET IN SHAPE NOVWVV for the arduous exercise of
renewing property and casualty insurance in a
tighter, more expensive marketplace.

Insurers say they are ready this year to switch from
cutting property/casualty insurance rates to toughen-
ing underwriting standards and hiking some rates (see
the special report beginning on page 3).

Although it remains to be seen if insurers will follow
a new course this year-we heard these same resolu-
tions from insurers last year and saw no real action-it
pays to be prepared.

Many risk managers already are preparing for a

change in the marketplace, as our Risk Management

Board survey revealed last week. They are negotiating
extensions of existing rates, keeping detailed loss and
safety data to prove they are a superior risk and study-
ing the feasibility of more self-retention.

Spencer J. Traver, assistant treasurer of The BFGoo-
drich Co., offers good risk management strategies for
1983 in his article in this week's issue (page 39), includ-
ing improved communication with management.

We'd like to add that this increased communication

effort should include warning your management that
Nno one can count on further reductions in insurance
premiums. Take the comments of the insurers quoted
in this week's issue and apply them to your own risks
and loss history. Make some predictions about what

Finally, mentally prepare yourself for a tougher re-
newal season this year. After so many years of being
handed bargains, your skills at winning price cuts
could be a little rusty. Get organized and set aside more
time for insurance negotiations. You just may need it.

An unduly move

TF A TOUGHER insurance market doesn't make you
1busier this year, one insurance regulator might.

New York Insurance Superintendent Albert B.
Lewis' second effort to outlaw fronting certainly will
drive many corporate insurance buyers in New York to
write letters and testify at hearings.

The proposed Regulation 82 not only would prevent
licensed insurers from issuing policies that are rein-
sured with the policyholder's offshore captive insurer,
but also would preclude risk managers from directing
their insurers to use certain unlicensed reinsurers that
they want on their risks, whether affiliated with the
parent or not.

Mr. Lewis apparently thinks he can push this regula-
tion through in the wake of reports of reinsurance
fraud that hinged on fronting arrangements. We hope
not. This proposed regulation unduly restricts the op-
tions of too many honest people in an effort to SIOp the

this means to your own insurance costs.

LETTERS

Understanding
correctly

To the editor: The National Council on
Compensation Insurance would like to
correct some misunderstandings that may
have arisen among your readersregard-
ing the revised Workers Compensation
and Employers Liability Policy based on
your news article and editorial (BIl, Dec.
20,1982).

Despite the suggestion in your editorial
that the policy was introduced to an unsu-
specting public, drafts of the policy were
sent to outside organizations for comment,
including the Risk & Insurance Manage-
ment Society, the Insurance Services Of-
fice, the California Workers Compensa-
tion Institute, the Independent Insurance
Agents of America, the American Insur-
ance Assn., the Alliance of American In-
surers, the National Assn. of Independent
Insurers and many others. There was no
attempt to keep the revision process se-
cret.

Although you reported that a National
Assn. of Insurance Brokers spokesman
said the group did not see the final ver-
sion, a copy was submitted to the NAIB. It
is true that only one of the three NAIB
recommendations was accepted, but the
NCCI wishes to emphasize that all three
were carefully considered and were not

crooks.

given short shrift or dismissed out of
hand.

The NCCI would like to remind you
that workers compensation coverages are
mandated by law. Because of this, most of
the policy revision work centered around
language simplification as opposed to sub-
stantive changes. The public and legisla-
tures around the country have indicated,
in unmistakable terms, that they favor
"plain language" insurance policies. The
NCCI, in cooperation with the major in-
dustry groups, has prepared a revised
standard workers compensation policy in
response to this demand.

Michael Camilleri

Assistant Vp

and Director of National Affairs
National Council

on Compensation Insurance
New York

- The new policy witt be printed in the
Jan. 17 issue of Business Insurance and
the retrospective rating endorsements witt
be printed Jan. 24. NCCI has granted Bl
permission to reprint these copyright
forms.

Not that expensive

To the editor: The consultants at our
firmm agree that "flexibility is the key to
writing bid specifications,” as stated by
Jeffrey A. Segall in his Perspective article

(Bl, Dec. 20, 1982). We disagree with the

writer's opinion, however, that "consul-
tants are expensive and not in touch with
the marketplace."

Consultants come from the insurance
industry and having worked both sides of
the street, we know we are in touch with
the marketplace. We've found that we are
inexpensive compared with agents that
"generally don't charge for this service."

R.L. Fisher

Industrial Insurance Management Corp.

Richmond, Va.

Representing others

To the editor: | would like to refer to
your issue of Nov. 22 regarding insurance
in Mexico, particularly where your corre-
spondent states that we are representa-
tives of Alexander & Alexander.

We would like to point out that we are
also representatives of other large bro-
kers. Your article has caused us some in-
conveniences with the other firms we
represent.

James E. Baudouin
Managing Director
Asesores Kennedy S.C.
Mexico City

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit let-
ten for chi+ty or space. Send your com-
ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, lll. 60611.
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N wor processing, e wor is
Wang. And the numbers speak for
themselves.

Wang is the preferred choice of
more than 85% of the Fortune 500.
Wang has more workstations in
more offices than anyone else in the
world.
And Wang is the undisputed
world leader in office word
processing sales.
| f you want the best,
fastest and easiest way to
increase your office pro-

ductivity, just call the
number below.

For a demonstration Of
Wang Word Processing, call

,1-800-225- G264

, Wang Laboratories, Inc.,

Business Executive Center,
One Industrial Ave., LoweII MA 01851

— — N
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T 1thee 1
Company
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The Office Automation Computer Company

© 1982 Wang Laboratories, Inc.
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HPR insurers not expecting new business

By LEN STRAZEWSKI "All of tte HPR insurers wi_ 1 start

Many ouyers received HPR-like through the floor average 5 cents per $100 of value or
differentiating risks again, and rates Irom novice HPR insurers There's no question that HPR less

Corporations willing o invest _n structures below HPR standards witho_ it upgrading safety, Mr insurance rates are low and likely If policyholders can't maintain
fire-protection engineering and will find it hard to get HPR rates Munson savs, and these policyhold- to stay that way," explains Michael standards that Include fire-resis-
safety planning can earn low proo- without -nak.ng the proper engl- ers may have a hard time coming Mcintyre, vp-marketing for Allen- tant construction, sprinklers and
erty insurance rates tha likely w.11 neering s.andards " back to "first-tier' Insurers like dale Insurance Cc, part of the Fac- emergency plans, they will be
hold despite any standa-d properl AIG aggressively campaigned for A]G, FM and Indus-rial Risk Inst.r- tory Mutual System But Allendale charged standard fire insurance
HPR risks more than two years ago ers and .ts sister insurers are also going rates However, companies will still

But insurers that ofzer "highly with an advertis,rg campaign 'We are going to put it back to to be more selective in 1983 to corn- be able to purchase coverage from
protected risks" insuranze coverage aimed at the traditional industry the bLy€r," he says "We have got pensate, he adds Allendale, which is expanding
aren't expecting a rush of new bus_- leaders, the Factory Mutual Sys- to st-engthen pricing and we nave "V/e've tried to look to the good standard property and special prop-
nessin 1983 tern gct c tignten standards If t-:le business, the risks that deserve a erty insurance underwriting

If anything, HPR insurers expect Since tnat campaign, the overall buyer wants to make the engl- lower premium On the poorer "Actually, the standard property
to continue k lose risks to standard availabil ty of coverage increased neerir g changes, the risk will get risks, however, we are going to insurance market holds more possi-
fire coverage as competition and as other insurers seemed to dis- HPF rates If not, e will be glad zo charge a commensurate rate and if bilities for Allendale to grow in
tighter underwriting dnve custom- cover this select class cf risk sell :tandard property insurance- we can t get it, wz will have to sep- market share," Mr Mcintyre says
HPR -ates followed standard atthe appropriate rates " arate ourselves," he says The insurer is introducing addi-

"1983 will oe the year of the un- markets and dropped to : low point Mist other HPR insurers agree A_lendale polic yholders also will tional property insurance products
derwriter," predicts Nilliam L of about 2 cents per &100 of value ttat highly protected risk ra-es have to maintain the fire-protee- to attract new premium, including
Munson, pres ident cf Commerce & for some very fire-resis-ant struc- have h.t rock bottom and while tion standards inherent in HPR sta- a commercial multiperil policy, an
Industry Insurance Co, part of tures Underwriting standards flew tte> may not yet be rebounding, tus, Mr MclintyrE adds, if they ex- all-risk builders risk form and data
American In-ernationa_ Group Inc wide open the 1 are certainly not going pect to keep their low rates, which processing loss insurance

rate increases, underwrkters say

ers away
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As Times Change

You Re-Evaluate

The Sources

Of Security. IIA

Today it's more important than ever
to consider your insurer and reinsurer
carefully, look more closely at their
expenence, flexibility, responsiveness,
financial strength You'll like what
you sce at Walton because Re're
uniquely prepared to meet your
changing needs

Our underwriting guidelines are
flexiblz to allow the kind ofconsi-
derations you want Walton offers an
expanded staffofexperienced
underwriters who make decisions
quickly They recognize the kinds of
risks Walton can work with, not.]Just
today, but in the future What's o
more, they're backed by a new data
management system that keeps them

It is also targeting smaller com-
mercial risks, including one-loca-
ton factories and other commercial
buildings whose risks are generally
marketed by regional agents and
brokers This a significant depar-
ture for Factory Mutual, which
usually sells coverage through its
own direct sales force or large na-
tional brokers

Small non-HPR policyholders,
however, will not receive free HPR
engineering, Mr Mcintyre says

"Where we can, we will apply
our engineering service, but we
cannot afford to give standard
property insurance policyholders
the full FM fire-protection engi-
neering package without the requi-
site premium," he says

If HPR policyholders do keep
their structures up to the highly
protected risks criteria, they will
receive a reward-stable rates-
that could grow in value by the end
of next year

"HPR rating doesn't generally
show large up or down move-
ments," explains G Wayne Craw-
ford, senior vp of Industrial Risk
INnsurers another large HPR in-
surer "The rate structure is
designed around the policyholder's
'built-in' insurance, the investment
in fire-protection englneering We
expect that a properly protected
structure will be very unlikely to
have a maJor loss "

When standard property insur-
ance rates begin to increase by the
end of 1983, as most underwriters
predict (see story, page 3), HPR
rates should remain relatively low
for most industrial classes, Mr
Crawford says

Mr Crawford does predict an im-

j -t minent change to tighter under-
: up to date with accurate information writing standards designed to cut
the loss potential for insurers

about every insured And Walton's “We W‘?" finally see some limita-
financial strength provides a tions in the high-limit all-risk and
-45, degree ofcapacity you will find difference-in-conditions policies,"
i he predicts, "especially in the area

most reassuring of earthquake and flood coverage
Isn't It Time You Looked "Though It IS Stlll limited, the
availability of earthquake and
4 Into VWalton? flood coverage has grown rapidly

Walton Insurance Limited
Global House, Church St ,
PO Box 1833,

Hamilton 5, Bermuda

Cablc- INSURAN BERMUDA
Telex: 3457 INSUR BA

Telephone. (809) 292-3304

WALTON

Insurance Limited

in the last few years But, | think
we will see some contractions in
the policy limits here as insurers
realize that one major earthquake
could produce losses that are vir-
tually unpayable "

Some high-risk classes, Including
metalworking and chemical manu-
facturing plants, may even be sub-
Ject to early rate increases in both
standard and HPR markets

Although IRI also will attempt to
tighten its own underwriting stan-
dards, It does not plan to change ItS
account underwriting practice,
which allows large policyholders to
include some non-HPR risks in
coverage designed and rated for
highly protected property

IRI would like to see policyhold-
ers bring those non-HPR risks up
to HPR standards and see other
corporations develop HPR prop-
erty, but Mr Crawford says he is

Continued on page 14
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Many claim management companies today aren't all they claim to be.

They're nothing more than administrators with neither the expertise
nor the range of services to qualify them as managers.

There is however, one company capable of keeping your insurance
costs stable even in unstable times. HCM Claim Management.

For the past 20 years, the people of HCM have been managing the
claim program of one of the world's largest self-insured companies.
The Hertz Corporation. Our management services go far beyond routine
claim administration.

If, for example, you already have an existing program,we won't
just audit and review your procedures.Well tell you precisely what's
happening to your money and whatto do about it. Then,we'11 set up
a program to fit your needs.

If you don't have an existing program,we're capable of overseeing
your entire claim operation and disposing of your liability claims.

Either way,we can see to it that your operating costs are as low as
they can possibly be.

Our Policy:

keeping operatin% expenses stable
even when times aren't.

HCM has kept the insurance costs of Hertz in line with their
bottom line since 1972.

We've accomplished this by using tight control of loss and expense
dollars, accurate reserve recommendations. early recognition of
problem areas and favorable case disposition. We also have a flexible
information system that can tell you what's really happening to your
liability claims.



And what we've been doing for Hertz we're now ready to do for you.

Aprogram tailorecl to the needs of
yourcompanyNot somebody else's.

If, for instance, you run a zipper company you could easily wind up
with a management program designed for a trucking firm. Or vice versa.

With HCM, that can't happen. Because your program isn't
designed for somebody else. It's designed for you. Which means no mis-
application of manpower or facilities and maximum use of your funds.

So if you want to protect your company from skyrocketing oper-

ating expenses, call 800-654-2270* or mail us the coupon below And
we'll tell you how.

You'll find it's the best program you

could possibly get to keep your claim
costs under control.

0 Please send me your brochure.
0 Please have your representative

call me at
Title
Company
U Address
| City State Zip
1 Mail to: HCM Claim Management, 660 Madison Avenue, N.Y., N.Y. 10021

1

l "77/™

Claim Management Corporation

*Excluding Oklahoma.

® REG. U.S. PAI OFF © HERTZ SYSTEM INC. 1983
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HPR rates expected to remain stable in '83

Continued from page 10
not encouraged

"The incentive to bring risks up to HPR class
has been reduced by marke. competition and
the economy." h€ explained.

Very low rates and premium discounts from
standard property insurers have driven pr€Emi-
ums below what is generated by some HPR
rates, he notes, and the rate cutting continues

-at least temporarily.
"All of the irsurance carriers have had a

difficult time in 1982, but I still don't see much
of a hardening," he says. "The market is very

01981, Lunbermens Mutual Casualty Company

compettive and the range of premium credits
is very wide. But it can't go on forever.

'-1 don't see any potential for volume in-
creasesin 1983. Most of our HPR policyholders
are Fortune |,00J companies that can afford
the regeired engineering. The companies that
want :c do the engineering already have and
at other companies, cutbacks have put most
improvements on -he back bt.rner. New fire-
resistant plants, sprinklers and other features
are just not in the budget.”

Bok Smialek, HPR officer for Kemper
Group and vp of American Potection Insur-

ance Co., agrees. He foresees no major move of
policyholders to HPR insurers.

'In the past year, we're not seen anyone
willing to upgrade its risk-simply because
there hasn't been a premium benefit available.
| don't see this changing for a while, though it
may when some increases surface."

Rate increases w ill first come to high-limit,
layered property insurance plans and some
small HPR risks, b.It for the present, increases
are not likely, he says. "All | can predict is
tougher underwriting leading to a better mix
of price and risk for insurers.

B&M insurers

to beef up
inspections

By LEN STRAZEWSKI

Expect boiler and machinery in-
spectors to spend a little more time
tinkering in your company's boiler
rooms this year, insurers say.

But don't worry about the cost of
your insurance.

Conducting tougher inspections
is the way boiler and machinery in-
surers expect to reduce their losses
in 1983 without raising coverage
rates.

"Price competition will still be
acute among boiler and machinery
insurers,"” remarks David V. Carl-
son, assistant vp for underwriting
at Hartford Steam Boiler Inspec-
tion & Insurance Co. in Hartford,
Conn.

"But just like the rest of the prop-
erty/casualty insurance business,
our loss ratios are mounting and in-
vestment income is slowing as in-
terest rates go down."

Despite these losses, the na-
tion's largest underwriter of boiler
and machinery insurance, with an
estimated 37% of the market, does
not anticipate rate or price in-
creases early in 1983.

"The bleeding will have to stop,
but our way of doing it is to intro-
duce some sanity in the under-
writing," Mr. Carlson explains.

"At Hartford Steam Boiler, we
have definite intermnal under-
writing standards that occasionally
have been abrogated according to
the value of an account with us,"”
Mr. Carlson says

"The standards have been re-
vised and tightened and will be ap-
plied. Though we may see some
price firming next year, a return to
tougher underwriting will be fore-
most. Most of the boiler and ma-
chinery companies are just hanging
on now," he says.

Other large boiler and ma-
chinery insurers agree.

The Factory Mutual System,
whose combination of companies is
the second-largest B&M insurer,
also plans to tighten underwriting
standards, though the coverage will
still be written and rated in combi-
nation with property insurance, a

technique which usually results in
lower rates.

Kemper Group-another mem-
ber of a tight community of boiler
and machinery insurers that also
includes The Travelers Corp.,
Zurich American Insurance Co.,
Royal Insurance Co. and Continen-
tal Insurance Cos.-also plans to
lean heavily on underwriting goals,
though it claims it never aban-
doned its standards.

"We frankly haven't indulged in
the price competition much during
the last two years and it cost us in
market share," says Robert Nielsen,
Kemper's boiler and machinery of-
ficer.

"Though our statistics aren't
compiled yet, we probably lost a
solid percentage point to other in-
surers who were cutting their
prices," he says.

As other insurers scrutinize risks
and permit the occasional price in-
crease, Kemper expects to regain
its lost business, Mr. Nielsen
explains.

Although 1983 may not bring
many premium increases, insurers
warn that 1984 may well be an-
other story.

Most policyholders are experi-
ence-rated, underwriters point out,
and companies whose facilties com-
plied with the looser standards of
1982 are likely to post poor loss rec-
ords in 1983.

Unless the policyholders control

their losses, they may pay higher
rFreate=sir 1 S==F _ -



weve been at the head of the class
foroverso years.

When there are questions about group We provide the best service possible.
life, health, or disability insurance, people And we're backed by a company with
like to call on us. Because we've been resources of over 15 billion dollars of life
providing the right answers for more than insurance in force.
half a century. In fact, Washington National Washington National. When it comes
was a pioneer in the Group field back in the to insuring groups, we're in a class by
1920's. So we've become specialists in ourselves.
insuring groups with plans as unique as the If you'd like more information, call the
individuals in them. Group Agency Department, 312/866-3410.

The Group Agency Department of
Washington Nationalis a select team

of highly trained professionals with the VWashin 9 ton
sensitivity and expertise to meet the Nnational
specific needs of your business. INSURANCE COMPANY

EVANSTON, ILUNOIS 60201

An Equal Opportunity Employer



THE SOUTH STREET SEAPORT
NnEALLY STANDS»BY - ITS EMPLOYEES.

AND METROPOLITAN
REAUY MANDS BYTHE SEAPORT
WITH A GROUP» LIFE PLAN THAT
MAKES- FOR SMOOTHSAILING.

The maritime history of a bygone era is alive at
New York City's South Street Seaport Museum. But
unlike their seafaring mates of years ago, today's
small, select group of Museum workers have one of
the most up-to-date group life insurance plans avail-
able. That's because the Seaport Museum looked to
the authority in group life insurance-Metropolitan.

As a leader in group benefits, we offer even small-

size companies group life insurance plans that are
both innovative and cost-effective.

WE 00 THE SAME FOR LARGER COMPANIES, TOO.

At Metropolitan, we design group life plans for
companies ranging in size from small family busi-
nesses to some of the largest corporations in
America. All told, we provide group life insurance to
over 16 million people. No matter how big or small
your company, we're flexible enough to build a plan
that will balance your employee needs with your
company's budget.

43 Metropolitan

Group Life/Healt|

METROPOUTAN REAUY STANDS BY YOU.






18 / business in:urance, January 10, 1983

sporworm nion,

Package policyholders can expect hikes

By LEN STRAZEWSKI

Large and small commercial in-
surance buyers looking for lower
rates and a singje policy to cover a
variety of property and liability
risks better prepare for a mugh
search.

While some insurers predict con-
tinued rate-curting and under-
writing generosity, many of the
traditional multiperil policy leaders
say the end of coverage bargains is
less than one renewal year away.

Package polices, once the profit-
able darling of the industry. are
headed for rate increases of more
than 10% by the end of this year,
the most conservative insurers say.

ANnd from the smallest bus:ness
owner's package policy to the larg-
est global risk manuscript form,

many buyers can expect tighter un-
derwriting, some exclusions and a
generally wary attitude from once
friendly underwriters.

However, .t may take some
months before the insurance indus-
try as a whole begins to change its
rate-cutting posture, insurers
admit, and relatively new competi-
tors may continue to reduce rates
through the end of the year.

"The industrywide combined loss
and expense ratio for commercial
multiperil policies hit about 119%
during 1932, up from about 107% in
1981," says John Bowdish, com-
menial lines underwriting officer
for Kemper Group.

"Most insurers are now solidly in
the red. There have to be some
price increases, if not to return in-
surers to an underwriting profit,

then at least to Frovide a better re-
turn on their investment.”

Although Mr. Bowcish predicts
modest rate increases of 5% to 10%
by the end if the year, beginning
with the tradi-ionally most conser-
vative Hartford-based insurers and
trickling quickly down to others,
he als:, predicts some speedy
changes in pol.cy breadth.

"We've y€t to see th. full impact
of too low premium rates,"” he ex-
plained. "And it may ike a catas-
trophe to show us just how under-
priced the products arE."

Before raising rates, insurers
may simply start bucking the brcad
package trend that has. been boom-
ing since market zompetizion began
in 1979. Exclusions and deductibles
may again be demanded by un-
derwriters, he Mys

"Insurers may ask policyholders
:c increase 'heir deductibles with-
out receiving rate cuts or they may
elimina:e certain coverages such as
vandalism. We may even want to
elimina:e all-risk or burglary cov-
e. age cn an account-by-account
basis,"” he nctes.

CIGNA Corp. underwriters also
expect rate inereases la-e next year,
according to Joseph P. Reynolds,
head of ccmmercial multiperil cov-
erage at CIGNA Corp.'s prop-
erty/casualty insurance companies.

Though CIGNA has recently in-
troduced a new multiperil package
series duoted "Advantage" mar-
keted ty the INA/Aetna retail di-
vision, package plans are not par-
ticularly profitable.

"Pac Kages didn't begin tc lose
money until 1980. That's why they
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have been so popular and why so
many other insurers, such as All-
state and State Farm, have gotten
into the business. But at a combined
ratio of 118% or 119%, they are at
least 12% to 15% off a profit," he
says.

"When the Insurance Services
Office moves to a class rating struc-
ture later this year, I'm sure we will
see some filing for rate increases
around the country. | just hope
somebody uses them."

Robert S. Ebersold, assistant vp
for commercial lines at Aetna Cas-
ualty & Surety Insurance Co. in
Hartford, agrees. Small commercial
packages designed for apartment
buildings, offices and mercantile
risks are headed for at least 10% in-
crease by the end of the year,
though coverage from Aetna
should remain broad.

"The Aetna businessowner's pol-
icy covers a lot (of standard prop-
erty and liability risks) and is a lot
broader than many we've seen. |
don't think form is an issue. Pricing
and underwriting are what counts
now," he says.

Larger package risks could be
more volatile. Broad-form special
multiperil policies and broker-
written manuscript forms are very
competitive but generally untested
against long loss histories, he says.

"Loss problems will emerge and
that could lead to rate increases.
Though most people don't think of
it, SMP policies have a pretty long
tail on their liability provisions and
you just don't get to that right
away. We really don't know yet
what will be the proper rate."

Other insurers, however, predict
stable rates and continued broad-
ening of coverage.

Milton Nachbar, director of com-
mercial packages for Allstate's
commercial insurance division,
doesn't expect rate increases in his
division or Northbrook Property &
Casualty Insurance Co., Allstate's
major entry into commercial lines.

Though insurers may be tougher
on accepting some risks for pack-
ages, coverage is likely to expand
for preferred policyholders to in-
clude protection from water dam-
age and temperature spoilage as
well as consequential damages in-
curred away from an insured site as
a result of an insured loss.

"l don't see anything in a pack-
age that will be excluded,” he says,
"and there shouldn't be much
change in risk sizes. Packages now
can cover almost any size risk."

Rating, however, will continue to
be variable, depending upon indi-
vidual risks, he says. A machine
shop with $1 million in annual
sales, for example, could pay as low
as 10 cents per $100 of value for
property insurance and 12 cents per
$100 of value for liability coverage
under a package policy, while a
smaller retail risk with $250,000 in
sales may pay a combined prop-
erty/liability rate as much as 20
cents per $100 of value because of
an increased fire hazard.

Fireman's Fund Insurance Cos.
also expects to avoid rate increases,
but says choosy underwriters and
automation already have prevented
their rates from getting too low.

"We think we've been fortunate
and rather successful with keeping
our loss ratio low,"” remarks Robert
P. Fajardo, assistant vp in commer-
cial lines. "We refused to get into
the competitive swing and kept
rates relatively stable last year,
though we did increase premium
credits for good loss experience."

Although Fireman's Fund may
have lost some business because its
rates were a bit higher, its profit-
ability was higher than average. It
had a combined ratio of 105% to
108% for commercial packages, at
least 10 points better than the in-
dustry as a whole, he says. .



"The Hartfordfs top-notch

underwriters bring special skills
to standard commercial lines."

An intervigw with Tony Lubimir,
Senior Vice President, Office of

Underwriting, The Hartford.

Q. The Hartford is known for the quality of
its underwriters. Why is that?

A. Our whole approach to the market
depends upon developing and keeping out-
standing underwriters. That's why we give top
priority to specialized training and career
incentives that make underwriting both chal-
lenging and rewarding. For example, we
created the position of Executive Underwriter
for our most experienced professionals. They
have broad underwriting and pricing authority
coupled with production responsibility The
position may be unique in the industry.

Q. How do insurance buyers benefit from
the specialized training of Hartford
underwriters?

A. Their insurance needs are

addressed by an underwrit-

O IO

That hi level of underwrit-
ing expertise is just what
brokers and agents tell us
they need to help their clients-especially in
the current business environment, where
quality of protection is as important as price.

Q. How does that underwriting expertise
help insurance buyers get high-quality,
cost-effective protection?

A. The more underwriters know about avail-

able programs, the better they can put together
a plan that is truly responsive to a particular
sitiation This Is especially true In complex
areas such asWorkers' Compensation, where
a superficial approach may not produce a pro
gram that works in a buyer's best long term

,Nterest

Q. What happens when insurance buyers
need specialized underwriting help on both
the Property and Casualty sides?

A. They get it. The Hartford has a well-coor-
dinated team approach that gives brokers
and agents unlimited access to specialized
underwriting and loss control assistance-

in effect, our best corporate underwriting
resources-when called for.

Q. Do Hartford underwriters in the field
have adequate authority to accept or reject
risks without consulting the home office?
A. Because of the superior

training and experience of

our underwriters, we're =

able to give them signifi-

cant authority within

which to operate. In fact, 8&1 M
over 95% of underwriting AillOi&
decisions are made in our IKVIV
regional offices. Of

course, our field underwriters are encouraged
to utilize all corporate resources to develop
the best approach to a given situation.

Q. Is The Hartford consistent in its
underwriting program?

A It is our policy to be. We don't cover a
particular type of risk one year and drop it the
next. This will become an even more impor-
tant factor as the market starts to respond to
adverse underwriting results.

Q. How can insurance buyers take advan-
tage of Hartford underwriting capability?

A. By contacting a broker or ,

independent agent who represents (4610

The Hartford. \Aa==—7

Don't make a decision on business

insurance without a quote from
The Hartford.

BlISINESS

LCIFE us

1*Xmt//***/05548

Let us protect your world. THE HARTFORD

The Hartford Insurance Group, Hartford, Connecticut 06115.



20 / business insurance, January 10, 1983

SPOTLIGHT REPORT

Some insurers expect liability rates to rise

Continued from page 3

senior underwriting executive for
commercial lines at Fireman’'s
Fund Insurance Cos.

"We're not planning for a great
recovery," he says. "But we're hop-
ing the bottom has been hit."

Mr. Marziano and his associates
are budgeting for a 3% to 4% in-
crease in all liability rates across all
lines during 1983. He says receipts-
based premiums will be stable.

"General liability is probably one
of the two most difficult lines that
we anticipate handling next year,"
says James E. Marran, a vp of com-
mercial lines at the New York-
based Continental Insurance Cos.
"The other is commercial auto.”

Mr. Marran says Continental's
combined ratio on CGL business is
well above 100% and most of the
problem is in the product liability
sector. However, he doesn't think
Continental will be able to raise
CGL rates significantly and will
continue to operate above a 100%
combined ratio for the line.

A general trend in CGL coverage
may be an increased desire by in-
surers to compete on coverage
rather than rates.

"We are trying to add some bells
and whistles to our CGL coverage
to make it more attractive,"” says
Roger A. Quigley, vp-casualty un-
derwriting at C&F Underwriters
Group, a unit of Crum & Forster.
"If you're at rock bottom on price,
what are you going to do?"

For example, he says Crum &
Forster will now cover liability for
explosions, collapse and under-
ground hazards, exposures that are
Nnow excluded from most CGL
forms. He says Crum also plans to
routinely offer broad-form con-
tractual liability, something that
was hard to get in a package policy
a few years ago.

Perhaps sensing some slackening
of competition, Maurice R. Green-
berg, president and chief executive
of American International Group
Inc., sent a letter in late October to
managers of AlIG's U.S. insurance
operations asking that they come
up with plans to seek increases in
liability rates wherever competiti-
vely possible.

AIG officials confirm the sub-
stance of the letter, but are not say-
ing what the results have been.

Two other insurer representa-
tives say some prices will start to
rise, but the rates for huge com-
mercial liability policies will re-
main competitive.

"l believe prices are beginning to
gradually increase" in some lines
for smaller businesses, says Robert
R. Treweek, an executive vp of
United States Fidelity & Guaranty
Co., a unit of USF&G Corp.

Mr. Treweek, who runs field op-
erations and product development,
says USF&G posted a surprising 6%
increase in written premiums dur-
ing November, compared with a
year earlier, after operating at
about 3% below the previous year
during the first 10 months of 1981.

If figures for December show
that trend continued, Mr. Treweek
says it is an indication that the
marketplace in lines where
USF&G is active-small- and me-
dium-sized commercial general lia-
bility, fidelity bonds and product
coverages-may be turning.

"l think we're going to see some
increases to the mom-and-pop busi-
nesses," he says.

However, he sees "no lessening
of competition" in what he termed
"jumbo" risks. "Unless we see some
insurer failures, unless we see the
use of some guaranty funds or un-
less some acts of God intervene this
winter, then | see the commercial
risks remainihg competitive."

Arthur Phillips, senior vp-casu-
alty at The Home Insurance Co. in
New York, agrees with Mr.

Treweek's assessment.

"We reckon that there is going to
be something in the way of hard-
ening of rates in 1983, but nothing
very great," he says. "The competi-
tion will continue to be fiery on the
big accounts, with mostly cost-plus
deals rated by losses."

The Home will focus on large ac-
counts during 1983, Mr. Phillips
explains, and also plans new mar-
keting thrusts in the areas of prod-
ucts, environmental impairment,
lawyers and accountants liability.

Other than the well-publicized
long-latent disease exposures like
asbestos and DES, underwriters
cite few coverage areas where they
expect any shortage of capacity.

Underwriters say they will seek

significant rate hikes-perhaps as
much as 30%-in commercial auto

and owners, landlords and tenants
liability coverages. These increases
are patterned after Insurance Ser-
vices Office-recommended rates
that are now being filed with state
insurance departments.

The rate hikes are necessary, in-
surers say, because commercial
auto has one of the highest indus-
trywide combined ratios of any lia-
bility line and because the ra:ing of
owners, landlords and tenants cov-
erage on a square-foot basis hasn't
kept up with inflation.

The owners, landlords and ten-
ants segment of the liability market
is getting smaller and smaller, says
a senior executive at one prop-
erty/casualty insurer, as this cover-
age is increasingly packaged within
other policies.

The coverage, which is pur-

chased by companies that are not
contractors or manufacturers, is
designed to protect property
owners for liability for personal in-
jury or property damage that
occurs on its premises.

OL&T rates have been flat for
the last few years, says Frank W.
Barry, a director in Aetna's com-
mercial insurance department.

"There are severe rate inadequa-
cies in OL&T," adds James A.
Fowler, a senior vp and manager of
large accounts for AIG's domestic
operaticns. "In that line of business,
you will probably see attempts to
increase rates significantly."

National multiline insurers are
adopting the ISO-filed rate hikes,
but the suggested increases are
iften teing ignored by smaller, re-
gional underwriters, says Fred P.

Themmes, a senior underwriting

officer for general liability insur-
ance at The St Paul Cos.

"We think :here will be a hard-
ening in the owners, landlords &
tenants are04 ' says Crum & For-
ster's Mr. Quigley, adding that the
insurer has now adopted the ISO-
filed rate increases, although many
of the filed h.kes are less than 30%.

Insurers say the outlook for the
OL&T depends partly upon the
economy. Because the coverage is
priced primarily by the square
footage of the building insured, a
slow commercial real estate market
and a naticnwide recession de-
presses premiums. Both tend to re-
duce or stab-lize the amount of in-
sured rental space. An economic re-
covery migh: lessen the need for

rate INncreases. i

TIHHERE ARE 3 THINGS

YOU SHOULD KNOW
ABOUT OUR NEW ACES.

Gerald R. Guralnik, President
Woodward Ryan Sharp and Davis

There is no better system
than our new ACES for effec-

tively administrating group health

claims.

Nis newest version of

ACES is being introduced

into the marketplace for a limited

f time at a substantially reduced
price.

and, ACE:S arrives with our
Eirm's CHAT.TENGE to pub-

licly debate any competitor on the
quality of ACES vs. any compar-
able systenn.
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Consultants say market to remain competitive

Independent risk management
consultants say they see no evi-
dence of decreased competition for
liability risks, either now or later
this year.

The consultants maintain that li-
ability insurance rates may no
longer be dropping, but they are
certainly not increasing.

"It's still very soft,"” Bernard A.
Salwen. a senior partner at S.B.
Ackerman Associates of New York,
observed a few days before
Christmas. "We're getting lower
quotes on renewals as recently as
five minutes ago."

The consultants' view differs
sharply from the view of the un-
derwriting officials at major liabil-
ity insurers, who say competition is
abating and that rates in many lia-
bility lines will rise later this year

(see story, page 3).

"l would say uniformly that rates
are very, very soft," says Bernard
M. Brown, a vp of Risk Planning
Group Inc. of Darien, Conn. "Peo-
ple are talking about firm, but
when you get right down to the
bottom line, there is no evidence of
that.”

Mr. Brown says a dominant
trend in the market is buyers' in-
creasing awareness of the financial
condition of their insurers. This
theme was also sounded by un-
derwriters, who recommend that
buyers check the "security" of
their underwriters and shun weak
or unknown companies.

Mr. Brown's advice to risk man-
agers and insurance buyers in the
new year is to rebid programs if

they haven't done so in the last two
years, since prices have dropped
substantially.

If a buyer rebid his coverages
during 1982, Mr. Brown says, there
is probably no need to do so again
unless he or she wants marginal
premium savings.

"There is no effort (by insurers)
to harden anything up in the short
run,” says another consultant, T.
Stephen Helms, a senior vp of
McNeary Insurance Consulting
Services Inc. of Charlotte, N.C.

"We are not counting on any
tightening in the market for the
first three quarters of the year,
which is as far as we look ahead,"
he explains.

Mr. Helms does cite one area-
physicians malpractice coverage-
where "the prices are starting to go

back up." But, he says the same is
not true of hospital liability cover-

age.

Mr. Helms advises risk and in-

surance managers to take another
look at any program they pur-
chased in 1982 on price alone to
make sure that it is placed with se-
cure insurers.

"l think the buyers are going to
get a ride for another year," says
Bruce H. Suter, president of Ebasco
Risk Management Consultants Inc.
of New York.

"Something's going to break
soon, but | think it'11 be in the latter
part of the year. It may possibly go
the whole year," Mr. Suter pre-
dicts.

Mr. Suter says that commercial
insurance buyers are continuing to

ACES-
The System.

This newest version of our Auto-
mated Claims Entry System
(ACES) is designed to assist benefit
managers in controlling the soar-
ing cost of benefits through anal-
ysis of claims experience. ACES
also drmnintically reduces the cost
of administration and improves
service to employees as it auto-
matically processes Hospital,
Medical, Surgical, Major Medical,
Disability, Dental and other typ-
ical group benefits.

Driven by a comprehensive, flex-
ible plan master file. the new
ACES is being introduced with
a full complement of on-line
capabilities:

<on-line maintenance of plan ben-
efits and their rules

.on-line claims calculation and
display under both single and
multiple plan situations

.on-line follow-up and resolution
of pending or prior approved
claims

.on-line claims history access of
status, accumulations or details

at family, individual, condition
or claim level.

In addition, ACES has many supe-
rior features mcluding:

.the most complete on-hne search
capability for tracking suspected
duplicate payments

.the most sophisticated on-line
correspondence facility

the most complete set of adjudi-
cation files and codes

.the most flexible processing flow
for easy adaption by any organi-
zation

.the most security conscious on-
line operation.

Equally important, ACES has a
complete range of off-line report-
ing and analysis capabilities to
accommodate the administrative,
financial and actuarial require-
ments associated with cost con-
tainment programs, productivity
measurement, benefits utilization

and reserve determinations.

AnNnd there is more ... because
our commitment to the employee
benefit field goes beyond design-
ing software. We believe service

is equally important.

Immediately upon becoming a
customer, an installation team is
assigned and a structured imple-
mentation program is initiated
that will have your system up
and running in 90 days or less. A
cadre of Woodward Ryan health
claim and system professionals-
recruited from the industry's
top echelon-insures that every
ACES is installed swiftly and
accurately.

Training and support for each cus-
tomer is provided by experienced
claims processing professionals
who understand the urgency in
every customer request.

Woodward Ryan user group meet-
ings and newsletters insure that
every customer is continually in-
formed of every new development.

The Woodward Ryan commit-
ment to its products and its cus-
tonners illustrates a simple fact:
the new ACES is designed to be
the standard of measure for the
industry...a standard that will
be continually enhanced to antic-
ipate the changing needs of our

customers.

ACES-
The pfice.

Our new version of ACES is a
superlative software system that
deserves the recognition due an
industry leaden

We believe it deserves the widest
possible hearing in the market-
place.

So we decided to do something
dramatic to increase attention!

For a 6 month period commencing
November 1, 1982, we are reducing
the price of the ACES package by
40 percent. During that time, cus-
tomers may acquire ACES for an

mvestment of only $150,000, plus
an additional $15,000 for Func-
tional Specifications.

The package, of course, comes
complete with the full assortment
of Woodward Ryan installation,
training, documentation and ser-
vice support features.

ACES-
The Challenge

The new ACES is entering a mar-
ket where somewhat similar sys-
tems are offered by Erisco, ASA,
AHS, McAuto, SDC, Dyer Wells

and others.

We believe ACES is more ad-
vanced than the competition.

'Ilb prove the conviction and illus-
trate the sincerity behind that
statement, Woodward Ryan is
issuing a direct challenge to
every one of its competitors:

"Our firm will publicly debate the
representative of your firm, any-
where, anytime, on the merits of
ACES vs. your system:'

The debate must be in open forum.

Customers from both sides may
be invited.

The purpose of this challenge is

simple. Woodward Ryan knows
this new version of ACES is the

superior system.

We want our competitor's cus-
tomers to know it too.

ACES-
An invitatioilLL

'Ib learn how ACES can meet your

individual requirements, call or
write:

Thomas G. Eady, Director of Sales
Woodward Ryan Sharp and Davis
3 Park Avenue

New York, New York 10016

TEL: (212) 689-4100

WOQDWARD.RYBN.SHARR and. DAVIS..

pay less-not more-upon renewal,
despite comments from insurers
that rates are starting to rise. In-
creased use of packaged policies is
contributing to premium erosion,
he says, because insurers will some-
times renew a policy and throw in
an additional coverage for nothing.

"You're seeing more and more
packaging," he says.

Mr. Suter says that the rate cut-
ting in the industry "is just feeding
on itself" because insurers, finding
it more dificult to maintain cash
flow as losses mount and premiums
drop, would rather renew a large
account for a reduced premium
rather than lose it altogether.

"Even the people that want to
start (firming rates) keep looking at
what happened to Aetna,” Mr.
Suter notes.

Aetna Life & Casualty Co.,
which made a widely reported ef-
fort during 1981 to firm prices,
posted a 7.4% decline in net written
premiums for the nine months
ended Sept. 30, close to double the
premium decline of its nearest
multiple-line competitor (Bl, Nov.
29).

"We see a little bit of market-
hardening, but there is still lots of
competition," says James A. Rob-
ertson, a principal consultant with
Warren, MeVeigh & Griffin Inc.,
an independent consulting firm
based in Newport Beach, Calif.

"But risk managers are not giv-
ing the market a break. They are
saying, 'Hold the line, or we'11 take
our business somewhere else," he
explains.

Liability coverage for archi-
tects and design engineers may be
the toughest policy for insurance
buyers to purchase, Mr. Robertson
says. However, he adds, these pro-
fessionals rarely purchase limits
beyond $10 million to $20 million,
so there is no problem finding cov-
erage-the only question is the
price.

Mr. Robertson, who specializes in
umbrella and excess liability cover-
ages, says some brokers are now
saying the rate for excess and um-
brella layers above $100 million has
bottomed at about $325 to $350 per
$1 million of coverage. Some of the
insurers of these high excess layers
are seeking to impose minimum
premiums of $400 to $425 per $1
million of coverage, he says.

High-layer coverage is so cheap
because it is rarely used, Mr. Rob-
ertson explains.

For example, industry experts
had expected losses from the Kan-
sas City Hyatt Regency Hotel
skywalk collapse in 1981 to sub-
stantially exceed $100 million,
reaching the upper layers of the
coverage purchased by hotel owner
Hallmark Cards Inc. or hotel opera-
tor Hyatt Corp.

Now, he continues, the already-
negotiated settlements of about $34
million suggest the ultimate payout
by the two companies' insurers
may be less than $100 million.

The view of the market from
Ackerman's Mr. Salwen finds con-
tinued competition in both profes-
sional liability and general liability
lines. He says, however, product li-
ability rates will not fall any lower
nor are any new insurers interested
in jumping into that market.

Mr. Salwen says he tells risk
managers "to set up specs and get
competitive proposals. If they
haven't shopped in the last year,
they certainly should. And, | tell
them not to make the mistake of
staying too close to one broker. A
broker obviously won't compete
against himself and a risk manager
should be able to manage his pro-
gram and have four brokers if nec-
essary."
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No change seen in product liability rates

Product liability risks won't create any rate hikes
during 1983, insurers say.

Whether covered under the comprehensive gen-
eral liability form or individually underwritten,
product liability loss experience has been good.

"l don't think there's going to be any change in
the product liability rates on a book basis in 1983,"
says Thomas A. Jackson, a secretary in the field di-
vision-product management at The Travelers Corp.
in Hartford, Conn.

Fireman's Fund Insurance Co., which says it had
superior results in the product liability line__ during
1982, plans a major product liability marketing push
to the electronics industry during 1983.

Crum & Forster even predicts some slight de-
clines in product liability rates during 1983 because
the industry overreacted in 1977. Roger A. Quigley,
vp-casualty underwriting for C&F Underwriters
Group, says the insurer's combined ratio for product
liability insurance during 1982 was about 90%, while
the industry averaged about 100%. He predicts no

firming in this area "excepr for specific risks."

The Home Insurance Ca will launch a new mar-
keting push in the productdiabili.y field during 1983
with a package it believes will "revolutionize" such
coverage, says Arthur Ph:llips, senior vp-casualty.
Mr. Phillips says no other insurer has really target-
ing the product liability market but refused to pro-
vide any details about TheHome's new package.

"l see very little change in the market,"” says
James A. Fowler, a senior vp and manager of large
domestic accounts for American International
Group Inc., "although the smaller risks would prob-
ably begin to see some firming in rates and quite
possibly some increases."

There will be no contraction during 1983 for prod-
uct liability coverage, according to Paul R. Jurgens,
a vp and chief casualty inderwriter for standard
commercial accounts at Hartford Insurance Group
in Hartford, Conn.

Coverage will continue to be available at reason-
able rates and prices, he says.

Economic downturn

expected to push
D&O0O rates upward

At worst, risk and insurance
managers can figure on a 10% in-
crease in directors and officers lia-
bility insurance renewal rates by
the end of this year. At best, they
can figure on paying a bit less.

'l think next year, you're defini-
tely going to see a tightening by
" says Christopher J. Ca-
vallaro, senior vp in the financial

midyear,

services department of American
International Group Inc. in New
York. "Things will be stable for
about six months, and then up a lit-
tle, perhaps 10% by the end of the

Berm uda Insurance Week

March 72 , 983
Southam ton Princess Hotel Bermuda

| The Internationa/ Inst#ance and

Reinsumnmnce Forum

Workshop on Risk Financing
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Y th International Captive Insurance

Companu Conference

rkFe

Risk Planning Group, Inc.

722 Post Road, Darien, CT 06820
203/655-9791 Telex: 996358 RISKPLAN

Fees:

The International Insurance and Reinsurance Forum-US$550'

Workshop on Risk Financing and insurance-U3$200

Bermuda Insurance Week
March 7-11, 1983
Please enroll me for the following:

Mail this form to:

Director of Conferences

Risk Planning Group,Inc.

722 Post Road, Darien, CT 06820

o International Insurance and Reinsurance Forum-US$550'

o Workshop on Risk Financing and Captives-US$200

O 7th international Caprive Insurance Company Conference-US$550'
*S€cond or subsequent registrants from the sarre company, deduct US$50.
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7th International Captive Insurance Company Conference-US$550' title
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Hotel information will be sent upon receipt of the registration coupon.

o Please send me more information.

teleph -—<=

Checks should be made payable to Risk Planning Group, Inc.

year."

The faltering economy is breed-
ing bankruptcies and D&O claims,
says Mr. Cavallaro, ticking off a list
of at least a dozen such cases in-
cluding the Penn Square Bank fail-
ure and resulting claims against
Continental lllinois Corp., plus a
suit naming Chase Manhattan
Bank in the Drysdale Securities
Corp. default.

July and August saw the largest
number of bankruptcy filings over
two months since a two-month pe-
riod in 1933, notes Mr. Cavallaro.

"No D&O carrier is going to
make money on 1982 when the
books are closed out in eight to 10
years," says Mr. Cavallaro. "The
profit margins years ago were sub-
stantial (but) now the sexiness of
D&O as a coverage for insurance
carriers to make a lot of money is
gone."

Other insurers predict continu-
ing competition and little change in
rates, even though they expect
their profits on the line to fall.

"l do not see a tightening next
year," said Stephen E. Gerstman, a
senior vp at INAPRO in New York,
a division of CIGNA Corp. "There
are just too many new markets
coming into the field."

The D&O0 market was for many
yvears the exclusive domain of
about a half-dozen insurers, domin-
ated by AIG, Harbor Insurance Co.
through the Swett & Crawford sub-
sidiary of the Continental Corp.,
and Lloyd's of London through
several U.S. marketers. The en-
trances of Chubb & Son Inc. and
MGIC Indemnity Corp., among
others, have changed the scene.

Chubb, which entered the D&0O
market only a couple of years ago,
credits itself with having broken
up the AlG/Harbor/Lloyd's triad,
says George T. Van Gilder, assis-
tant vp-national crime insurance
department at Chubb & Son Inc. in
Short Hills, N.J.

Mr. Van Gilder sees 1983 as "a
year in which you can continue as a
buyer to get favorable conditions."”
Among other things, he says,
Chubb is competing with other
D&O insurers by offering what it
believes is better continuity with a
previous insurer's coverage and
terms that continue to afford cov-
erage to other directors and officers
if one is found guilty of dishonesty
or fraud.

"We are going to go into the year
assuming it is just as competitive as
1982," says Edward D. Norris, pres-
ident of MGIC Indemnity Corp.,
which is the market leader in D&O
insurance for banks. The company
decided during 1982 to also pursue
other corporate clients.

"This has probably been one of
the more difficult years in bank
D&O0, no question about it," says
Mr. Norris. There were at least 40
commercial bank failures during
1982, all creating D&0 exposures.

Despite these potential losses,
and some evidence that reinsurers
are becoming more selective about
D&O risks, Mr. Norris predicts the
market for D&O won't tighten as
quickly as other liability lines.

"To me, it looks like more of the
same," he says.

Mr. Norris adds, "The buyer
ought to be aware of whom he's
purchasing the coverage from."
There were 10 or 12 insurers writ-
ing D&O insurance during the
Mmid-1970s, but that number
dropped to five or six near the end
of the decade.

"Now, it's back-kind of wide-

open again,” he says. i



Professional liability cover
to cost more this year

Don't look for big bargains in
1983 on professional liability insur-
ance from the seasoned insurers.

Late last year, Evanston, Ill.,-
based Shand, Morahan & Co. an-
nounced that, because of increasing
losses, it would raise rates 10% to
30% for most professional liability
insurance lines including lawyers,
architects and engineers, insurance
agents and brokers and real estate
agents (B, Oct. 18, 1982).

Other underwriters of profes-
sional liability insurance responded
that Shand, Morahan was only
playing catch-up with the rate
hikes they had instituted (BI, Nov.
1,1982).

At INAPRO, a CIGNA Corp.
professional lines underwriting
subsidiary in New York, Senior Vp
Stephen E. Gerstman says, "We're
finding that we can charge more,
offer extra services and get the
business.” He attributes the wil-
lingness to pay more to a new sensi-
tivity about the quality of the in-
surer. "And customers are looking
for long-term commitment,” he
adds.

He says the average premium per
policy written by INAPRO will be
up in 1983 over 1982 but he has no
estimate of how much.

His only concern is that "There
are still an awful lot of untapped
markets out there.”

When tapping the traditional
markets, however, buyers can ex-
pect about the same or higher rates
for most professional liability lines,
including lawyers professional lia-
bility, accountants and medical
malpractice.

The market for lawyers profes-
sional liability insurance "has bot-
tomed out and is turning upward
because all of the companies have
started raising rates or are talking
about raising rates," says Ronald E.
Mallen, a partner with the San
Francisco law firm of Long & Levit
who also is the chairman of the
American Bar Assn.'s committee on
lawyers professional liability.

Mr. Mallen says he believes law-
yers malpractice insurance-han-
dled chiefly by Shand, Morahan &

Co. Inc. and American Interna-

tional Group Inc.-has been writ-
ten at a substantial loss.

The lawyers malpractice line was
unprofitable during 1982, confirms
another major underwriter, The St.
Paul Cos. The insurer can gauge its
results because it has written the
insurance on a claims-made form
since 1977, notes Fred P. Themmes,
senior underwriting officer-gen-
eral liability insurance.

He says two other professional li-
ability lines "behaved" during
1982: real estate and insurance

agents professional liability.

Insurance for small accountants
should become more expensive
during 1983, says James E. Kassel, a
senior vp at Hartford Specialty Co.,
part of The Hartford Insurance
Group, although Mr. Kassel doesn't
specify by how much.

"It's just a reaction to the mar-
ket," he says. "l imagine prices are
going to go way up on the Big Eight
accountants (because of corporate
bankruptcies that result in suits
against auditors)."”

Claims costs are increasing in the
medical malpractice line, but insur-
ers are not firm on their rate hikes.

Richard O. Barrett, a director of
the commercial insurance depart-
ment at Aetna Life & Casualty Co.,
says competition will continue in
the medical malpractice lines at the
same time claims costs escalate.

"We're going to remain a market,
but we're really going to write a
minimum amount of new business
because of the severe price compe
tition," says Mr. Barrett, who moni
tors professional liability lines.

"Our medical malpractice has not
done well," says James E. Kassel,
senior vp of Hartford Specialty Co.,
a unit of Hartford Insurance
Group. "We're getting some price
increases on hospital business-
probably less than 10%-but at least
it's not going down."

T. Stephen Helms, a senior vp of
McNeary Insurance Consulting
Services Inc. of Charlotte, N.C,
says prices are starting to go up for
physicians malpractice insurance
but not for hospitals.

"There is no effort (by insurers)
to harden anything up, probably in
the short run," he says. "We are not
counting on any tightening in the
market for the first three quarters
of the yvear.™

100 REASONS WHY
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PRESCRIPTION DRUG PLANS

the insurance companies that
offer PCS as part of their
group insurance portfolio
And here are some more
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= our network of over
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Insurance Corporation
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at Chicago, lllinois.
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(Experienced)

As professionals, we are
extremely experienced in
underwriting excess and
commercial lines. We are
interested in primary property
(commercial), property and liability
packages (not automobile or
statutory compensation),
reinsurance, as well as

"the unusual.”

Seantaithi.

Experienced. You don't have to be
Irish. Call us.
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200 South Wacker Drive
(312) 559-0509
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Why not ask your insurance company about a PCS

plan? Your satisfied employees will add to the reasons
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service oriented administrator of prescription drug programs

Chicago, lllinois 60606
Telex 210184 via RCA
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If we can be of

assistance call or write

Robert W Field CLU

V P Sales and Marketing
Pharmaceutical Card Syctem Inc
2005 North Central Avenue
Phoenix Arizona 85004
46042564652



In business generally, it's tough to succeed

unless you take risks. And nowhere is that more
true than in the energy business.

We understand the energy industry and that
risk is a necessary part of the business. We also
understand that it's our business to take those
risks. At AHA, we've been involved in insuring
the energy industry and taking those risks
abroad since 1918. And now, through AHA's
Global capabilities, we can include, in one pro-
gram,your energy exposures in North America
with those overseas.

We spend a lot of energy helping companies
take some of the uncertainty out of finding and
producing energy. We're involved in insuring
virtually every aspect of the energy industry both
offshore and on land.

Take, for example, mobile offshore drilling
units and fixed platforms. We're insuring con-
struction, towing, installation and operation,
including such exposures as control of well,
seepage and pollution and cost of re-drill.

And we're doing more. We can insure
pipelines, refineries, petrochemical and fertilizer
plants, geothermal and hydroelectric plants,

gasification and liquefaction plants, solar power

generating units and windmills, to name but
a few.

Our underwriters and engineers have the
experience, knowledge and expertise to help you
whatever your energy needs are. And when your
needs are unusual-when it would be easy to say
no-we'11 try to find a way to say yes. We'lllook
for a way to help.

That philosophy reflects the aggressive,
young-thinking attitude characteristic of the new
AHA. And it's combined with the stable, hard-

working, diligent attitude AFIA has always had.
Get in touch with AFIA. We have no trouble

finding the energy to help you when you're
searching for the energy to help everyone else.

AFIA

VVORLDWIDE INSURANCE

Theolderweget
theyoungerwe think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038, Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,
Miami, Minneapolis, San Francisco, Seattle, Washington, D.C. and 230 other cities around the world. 1
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Pollution insurers dropping their rates

By LAURENCE H. GROSS

Corporate risk managers shop-
ping for pollution liability insur-
ance may find the dozen primary
insurers offering the coverage
fighting a premium rate war.

"Some (underwriters) say a rate
war won't happen until next year
sometime, but | think that the rate
war is under way right now," says
David C. Sterling, commmercial cas-
ualty underwriting secretary for
The Hartford Group. "In some in-

-1 1 1

ASSETS

stances, we are seeing prices 50%
below what we are asking. Some
companies already are pricing very
thinly."

The current competition among
insurers for the business is creating
a wide variation in pricing for non-
sudden and gradual pollution lia-
bility coverage, underwriters
agree.

Consider a gas station with three
relatively new gasoline storage

tanks.

Depending on the site location,

Liberty Mutual's rate would be
from $500 to $1,000 per service sta-
tion for a $4 million annual aggre-
gate on non-sudden coverage.
Other underwriters cited rates
from $100 per year (for a chain of

service stations) to $700 per year,
all for the same risk.

All commercial insurance mar-

kets are plagued with overcapacity
and soft pricing, but the market for
gradual and non-sudden pollution
liability insurance is subject to two
additional factors which could lead

to dangerously low pricing during
1983, say top underwriters.

First, prices are being set with
little, if any, loss experience as a
guide because the coverage is so
new. Liability coverage for gradual
pollution liability, or environmen-
tal impairment liability (EIL), has
existed in London only since 1974,
and was first offered by U.S. insur-
ers in 1980.

The Pollution Liability Insur-
ance Assn. in Chicago, a reinsur-
ance pool with 48 underwriting

rotection

(Dollars in Millions)

Current assets:

Cash and short-term investments ..

Accounts and notes receivable

(less allowances of $27.4 and $12 2, respectively)

« Inventories

Prepaid expenses

Total

currentassets......... (...,

Property, plant and equipment - at cost

Less allowances for depreciation, depletion and ar

Net property, plant and equipment

Cost in excess of net assets of businesses acquiretd

4 Other assets and deferred charges

LIABILITIES AND STOCKHOLDERS'
Current liabilities:

Notes payable
Accounts payable and accrued
Current maturities of long-term

35 Our Word.

rotection! It's a vital component

in today's risk management

process. Protect your property
through practical loss prevention.
Combine this with aggressively
underwritten comprehensive policies.

Look at these all inclusive coverages:

Protection's new All Risk policy or our

new FM Special Comprehensive
Property Policy.

1149

Protection Mutual's policies offer an
innovative approach to broad risk
coverage. These new options are
designed for you so that coverage can
be tailored to your specific needs.

Today protection of your corporate
assets is more critical than ever.

It's our word. Protection!

Protection Mutual Insurance Company
300 South Northwest Highway

Park Ridge, lllinois 60068

312/8254474

m

companies, reduced rates an aver-
age of about 50% in 1982 because it
lacked sufficient loss experience to
support the rates, said Assistant
Director George Surprenant.

A second factor is that nearly
every U.S. underwriter of EIL cov-
erage vastly overestimated the
market for the insurance in 1982,
Underwriters who anticipated col-
lecting $5 miillion in premiums
were fortunate to collect $2 million.
Those expecting $2 million in pre-
mium volume ended up with
$200,000 to $800,000.

"There are just not enough
losses," says John W. Purkis, vp at
Liberty Mutual Insurance Co. "If
you had asked me nine months ago
how much business we would have
written in 1982, | would have said
$2 million or $3 million in premi-
ums. We have written about
$200,000 to $300,000 in premiums in
1982, and we must have outstand-
ing quotes 8 to 10 times that.

"l just get the impression the

market hasn't decided to buy it," he
added.

Chuck North, senior underwriter
and EIL coordinator for Shand,
Morahan & Co., says the Evanston,
Ill., underwriting manager has writ-
ten about $5 million in premiums in
1982 for EL coverage.

"We put more than 114 years into
developing this coverage. It re-
quired a lot of our resources, but
hasn't generated the premium vol-
ume we hoped for," says Mr. Ster-
ling of Hartford. "We haven't seen
any influx of submissions to meet
government deadlines, either."

Underwriters such as Mr. Ster-
ling had anticipated that federal
Environmental Protection Agency
regulations would force owners or
operators of hazardous waste treat-
ment, storage and disposal facilities
to purchase gradual pollution lia-
bility coverage.

"The lack of activity can be ex-
plained by the lack of enforcement
at the EPA," says Mike Rogers, vp
for The London Agency, a Crum &
Forster brokerage subsidiary in At-
lanta. "The legal requirements for
insurance are there and have the
force of law, but it could take
months before the EPA decides to
check on hazardous waste insur-
ance certificates.”

The EPA regulations, which
were in danger of being suspended
last year, became effective last Oc-
tober for sudden and accidental re-
leases of hazardous waste. Unless
the owner or operator of a hazard-
ous waste treatment, storage or dis-
posal site is able to meet a financial
test, the company must purchase li-
ability insurance covering sudden
pollution with limits of $1 million
per occurrence and a $2 million an-
nual aggregate.

Coverage for sudden and acci-
dental pollution liability is covered
under the comprehensive general li-
ability policy, although underwriters
would prefer to exclude it and offer
the coverage in the EIL policy. Some
underwriters that provide a com-
pany with both CGL and EIL cover-
age do this, but provide no rebate on
the CGL premium.

The largest owners and operators
of surface impoundments, landfills
or land treatment facilites for haz-
ardous waste treatment must also
purchase pollution liability cover-
age by Jan. 15, 1983, for non-sud-
den or gradual pollution risks,
which is the EIL form. The limits
of liability required are $3 million
per occurrence and a $6 million an-
nual aggregate.

The Jan. 15 date applies to com-
panies with more than $10 million
in annual sales. Companies with $5
million to $10 million must have
the insurance, or meet a financial

Continued on page 28
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1ta,*Jd AND Ocean 11clrine

FACILITIES AVAILABLE
TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.

100 PARK AVENUE, NEW YORK, N.Y. 10017 - 212-953-0580
General Managers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

Marine Managers

ARKWRIGHT-BOSTON INSURANCE COMPANY
ARKWRIGHT-BOSTON MANUFACTURERS MUTUAL

LUMBER MUTUAL INSURANCE COMPANY

MUTUAL FIRE, MARINE & INLAND INS. COMPANY

PENNSYLVANIA NATIONAL MUTUAL CASUALTY
INS. CO.

INS. COMPANY
EMCASCO INSURANCE COMPANY

EMPLOYERS MUTUAL CASUALTY COMPANY UNION MUTUAL INS. CO. OF PROVIDENCE

GRAPHIC ARTS MUTUAL INSURANCE COMPANY UTICA MUTUAL INSURANCE COMPANY

OFFSHORE PROFESSIONALS:

VWho can provide

answers to your
offshore & captive
INsurance questions

Landmark.

For years we have helped corporate/association
clients and their agents find solutions to the questions
surrounding offshore/captive insurance companies.

We provide feasibility analyses, in-depth research
and management offshore.

If you'd like to know more about us, send $5.00
for postage/handling for a comprehensive kit.

IND/IMARK

LANDMARK INSURANCE GROUP, INC.

P.O. Box 676 - Oklahoma City, OK 73101
405/521-9911

International Offices in Ber,nitda, tbe Balxinicis antl tbe Cti-)77,04 ji Ldit,tils

This year, insurers expect
to write more EIL coverage

Continued from page 26

test, by 1984, and those companies
with less than $5 million in sales
must meet the requirements by
1985.

"Even when the sudden and ac-
cidental insurance requirements
went into effect, we didn't see the
activity we expected,"” says Mr.
Rogers of The London Agency.
"We expect considerably more
business next year (1983)."

Tougher state regulations and
federal court decisions could in-
crease demand for EIL coverage.

The states are enforcing tougher
insurance and inspection require-
ments for owners and operators of
hazardous waste storage, treatment
and disposal facilities, says Michael
Murphy, chief operating officer for

?

Risk Science International in
Washington, D.C., a subsidiary
of broker Frank B. Hall & Co.

"Most states adopt the fed-
eral guidelines as a minimum,"
says Mr. Murphy. "Soine are
going well beyond these re-
quirements."”

Mr. Murphy said states that
go beyond the federal require-

ments either broaden the clas-

sification of companies that
are considered handlers of
hazardous waste, or they im-
pose tougher financial require-
ments to meet the self-insur-
ance financial test.

For example, the Bay Area
Water Quality Board in north-
ern California has not only
adopted EPA requirements,
but also is requiring a broad
category of hazardous waste

handlers to perform ground-
water studies to determine
whether there has been unde-
tected pollution.

"The states are taking big
initiatives," says Mr. Murphy.

"*The other area of concern
is the courts,” Mr. Murphy
Nnotes. Three recent federal
court decisions have held li-
able the owners of land that
was leased to an unrelated
party for use as a disposal site,
and the generators of hazard-
ous waste have been held li-
able for pollution despite the
generator's belief the material
had been properly treated.

"Regardless of any contrac-
tual arrangements, generators
and land owners are being
held liable for the final dispo-
sition of hazardous materials,"
says Mr. Murphy.

Risk managers shopping for
EIL coverage have to consider
more than price; they have to
consider the coverage pro-
vided by the policy form.

"No price quote should be
considered valid until the risk
manager sees the policy form,"
says Mr. Rogers of The Lon-
don Agency. "There is no stan-
dardized form and the vari-
ances are substantial.”

Although all EIL forms are

being written on a claims-
made instead of an occurrence

basis, the definition of an en-
vironmental impairment, cov-
erage of legal defense costs
and the granting of coverage
for on-site or off-site cleanup
vary, depending on the form
chosen, says William A. Ma-
honey, vp of Marsh & MeLen-

nan Inc.

"In fairness to each of the
companies, the different forms
will do a particular job," says
Mr. Mahoney. "For example, if
a firm is dealing in a state with
punitive damages that can be
paid by insurance, it should
seek a form that provides for
punitive damages."

Insurance coverage of on-
site cleanup, particularly when
the environmental impair-
ment could lead to contamina-
tion away from the landfill or
storage facility, will eventualy
become standard coverage in
EIL policies, says Alexander J.
Wayne, senior vp for Wright-
son & Co.,an underwriting
subsidiary for Stewart Smith
Mid-American Inc.

"We gave on-premises
cleanup as part of the coverage
last year," says Mr. Wayne.
"We felt the corporations
needed the coverage for their
own backyard."

Mr. Wayne, who says the
Wrightson form limits clean-
up costs to 10% of the policy
limits, expects policy forms to

Continued on facing page
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become broader over the next
year, reducing the number of
limitations and exclusions that
are part of current forms.

One limitation is the retro-
active date on some policy
forms. Mr. Mahoney explains
that the retroactive date limits

coverage to pollution that
occurs after the retroactive

<actiye dates more than a cen-

Those forms without a date

< will.provide covarage-fonpalks

j# commencement date of the

, policy regardless of when the

( pollution began.

1 The discovery period for

1 claims filed after the policy
expiration that are covered by
the policy can vary from six to
12 months.

Exclusions in EIL policies in
some ways are typical of most
insurance policies, says Mr.
Mahoney. Coverage that might
be included in another policy,
such as pollution caused by nu-
clear incidents or employee in-
jury claims, are typically ex-

cluded in the EIL form.

, Two other areas, however,

showddaeccansidenedne@aeareu

he other relating to genetic
damages caused by the pollu-
tion. INn some cases, un-
derwriters will allow insureds

to buyback.the geneticdams

premium charge.

Although the EPA also has
established financial require-
ments for the closure of treat-
ment, storage and disposal fa-
cilities, only one insurance

any, St. Paul Surplus

f Lines ( 0., is offering a pro-

gram to pay for the closing and

post-closure monitoring of a
hazardous waste facility.

"We tried to make the insur-
ance competitive wth the
other mechanisms the EPA

\ allows,"” says Dave Montgom-
4 ery, underwriting manager for
' St. Paul. "The basis for pre-
mium rating is very site spe-
' cific, depending on the type of
site, the expected life of the
site and an accurate plan for
1 closing the facility."

Mr. Montgomery said that

for a typical site, with a life

| expectancy of 20 years, premi-
ums could range from $100,000
to $300,000 per year, or about
7% to 15% of the estimated clo-
sure costs.

"The basis for the closure,

, post-closure is that we even-
tually expect to have to pay on
each policy," says Mr. Mont-
gomery. The closure, post-clo-
sure coverage is non-cancell-
able for at least 20 years.

St. Paul has collected about
$1.5 million in premiums in
less than six months on clo-

B sure/post closure coverage,

i says Mr. Montgomery.

The policy excludes cover-

age for off-site cleanup, which

1 is part of the regular EIL cov-
erage.

6 The only alternatives a

\ waste treatment or storage fa-

cility has to buying St. Paul's
coverage is to show financial

, responsibility through creation

* of a trust fund, irrevocable let-
ter of credit a surety bond or
by passing a financial test.

St. Paul also is underwriting
other environmental expo-

Other insurers underwriting
EIL coverage and frequently

mentioned by brokers include
National Un'ion Fire Insurance
Co. of Pittsburgh, an Ameri-
can International Group sub-

sidiary; The Home Insurance Co.;
International Surplus Lines Insur-
ance Co. in Chicago and U.S. Fire,
both subsidiaries of Crum & For-
ster; Evanston Insurance Co., affi-
liated with Shand, Morahan; Trav-
elers Insurance Co. in Hartford;
Aetna Insurance Co. in Hartford;
Hartford Steam Boiler Inspection &
Insurance Co.; Great American
Surplus Lines Insurance Co., whose
coverage is being brokered exclusi-
vely by Stewart Smith Inc.;
Kemper Group; and Lloyd's of
London, where the lead un-
derwriter, Clarkson Puckle Ltd.,
first developed EIL coverage about
eight years ago.

Many other brokers, managing
general agents and underwriting
managers specialize in EIL cover-
age besides those interviewed, in-
cluding Swett & Crawford in Los
Angeles, Great Lakes Agency in
Chicago, L.W. Biegler in Chicago,
ERAS Ltd. in London and Alex-
ander Howden in Atlanta. .
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State non-sudden pollution insurance laws

Must demonstrate non- sudden coverage to the state

Arkansas
California
Connecticut
Florida
Georgia

Iinois

Indiana Nebraska Rhode Island
lowa New Hampshire South Carolina
Kentucky North Carolina Texas
Louisiana North Dakota Utah

Maryland Oklahoma Vermont
Mississippi Oregon Virginia

Wisconsin

Must also demonstrate non-sudden coverage to federal EPA

Alaska

Colorado

Michigan South Dakota

Minnesota

New Jersey

New Mexico Washington

Hawaii Missouri New York West Virginia
Idaho Nevada Ohio Wyoming
States with no reporting requirement at present
Alabama Delaware Maine Montana
Arizona Kansas Massachusetts Pennsylvania
Tennessee

Source: Risk Sciences International
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Companies with employee benefit needs in Chile-the
Group Management Division (GMD) of American Inter-
national Group can coordinate and supplement the
mandatory government health plan with your medical
benefit program. Our company's wholly owned

Chile based life insurance company with staff reporting
to GMD, New York, can bring you direct experience, in-
sight and control available nowhere else.

To find out more, mail the coupon below. Or call Mr.
C.C. Gamwell 111, Director, Group Management Divi-
sion, at (212) 770-5060 or (212) 770-7407.

A Division 01 American International Group

Amencan International Companies
Group Management Division

70 Pine Street
New York, NY 10270

Please send me more information on employee benefit
plans for Chile. I'm interested in:

El Group Life
0 Group Medical
[3 International

Pension Plans
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El Voluntary Life
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Employers to benefit
from competitive
work comp market

By EILEEN NORRIS

The new year promises an ex-
traordinarily competitive setting
for the economy-minded risk man-
ager shopping for workers com-
pensation insurance.

Competition in general and com-
petitive rating in particular will
bring rates down in almost every
state, or at least stave off any large
increases. And, as more states pass
competitive rating laws, the com-
petition will grow fiercer.

If rates for workers compensa-
tion in 1982 can be thought of as
competitive, the market in 1983
promises to be "hog-wild," says one
large underwriter.

Some insurers say rates will drop
for sure in 1983-anywhere from a
few tenths of a percent to as much
as 15%, with the average about 5%.
Others say they will remain flat or
increase just slightly.

On the extreme ends of the scale,
competitive rating is bringing em-
ployers' rates down as much as 40%
in Kentucky, while new legislation
improving benefits is hiking rates
15% in California.

"With open competition and
scheduled rating plans, the larger
risks don't have to do much to get a
good price,"says Richard Franklin,
director of workers compensation
for INA Corp., a subsidiary of
CIGNA and the fourth-largest
workers compensation under-
writer.

He predicts rates and final costs
after dividends and other factors
will reflect a total 10% to 15% re-
duction in employers' workers

compensation insurance costs in
1983.

. om The Reprint Department ,

Dusiness
insurance

Reporting weekly for corporate risk

4 employee benefit and

financial executives

o —

Do you need to dis-
tribute copies of arti-
cles appearing in Busi-
ness Insurance at your
meetings or for your
mailings?

Business Insurance
has expanded its re-
print department to
meet your needs.

For fast, low cost* re-
prints of articles ap-
pearing in Business In-
surance, or to obtain
reprint permission for

your own copies, call or

write:

Reprint Department

Business Insurance
220 E. 42nd St.
New York, N.Y. 10017

212-210-0131
212-210-0229

' New prices effective 1/1/83

Liberty Mutual Insurance Co.,
the largest workers compensation
insurance underwriter, agrees razes
will drop in 1983 but says the de-
cline won't equal the average 5%
drop in 1982.

Aetna Life & Casualty Co., on
the other hand, expects rates to stay
the same or move only slightly
downward, and the Hartford Insur-
ance Group says rates will probably
remain flat or even increase by a
few tenths of a percent.

Wausau Underwriters Insurance

Continued on facing page

Get
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reen Phone

0)

1-800-421-8666
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Co. says rates will fluctuate a cou-
ple of percentage points up or down
depending on the insurer.

The aggregate rate decrease will
probably be less than 5%, said INA's
Mr. Franklin.

"And that's mainly because with
California rates going up an aver-
age 15%, that will help offset rate
reductions in other states," he said.

California Insurance Commis-
sioner Robert Quinn approved a
15.1% workers compensation rate
increase effective Jan. 1 after the
state Legislture last year approved
$1 billion in new workers compen-
sation benefits and the workers
compensation medical fee schedule
was increased.

Regardless of the specific de-

Cr or incr in rates, insur-

ers are going into 1983 knowing the
competition will be tough and it
won- be a money-making year.
Many are pointing the finger at
competitive rating.

Five states-Oregon, Kentucky,
Rhode Island, lllidois and Michigan
-now have competitive rating
laws in effect that force insurers to
compete on. price rather than file
rates en masse. And three others-
Minnesota, Arkansas and Georgia
-have passed laws that will take
effect over the next year.

In Kentucky, the first six months
of competitive rating have brought
workers compensation rates down
by as much as 40%. One fourth of
the state's 214 commercial work
comp insurers are filing rates that
discount the previous standard
rates 15% to 40% (BI, Jan. 3).

In Oregon, where open rating also
began last July 1, employers are
saving an average of 8% on workers
comp insurance despite an increase
in the assessment on employers nec-
essary to fund the insurance depart-
ment (Bl, Sept. 20, 1982).

And, there is a competitive atmo-
sphere in most states, even if they
have not passed open rating laws.

get a
fast answer.

"The aura of competitive rating
has spread to a lot of states,” adds
John W. Purkis, vp of under-
writing for Liberty Mutual. "And it
is resulting in lower rates," he said.

Insurers are filing for downward
rate deviations in the majority of
states that allow insurers to file for
rate reductions despite their rating
organization's mass filing.

"In 1983, we'11 see most jurisdic-
tions going to open rating or at least

filing rate deviations," predicted
Mr. Franklin of INA.

In Texas, California and New
Jersey-the three states that don't
allow insurers to file for deviations
from bureau rates-there are
plenty of attractive end-of-the-year
dividend plans to lure employers.

These lower rates, combined
with rising claims costs and lower
interest rates that curtail invest-
ment income, are sending insurers
into 1983 prepared for a lean year.

"There will be no money made in
workers compensation in 1983,"

Introducing the Green Phone, symbol of Associated's commitment
to providing you with a quick and definitive turn-around. 'lb see
how it works, simply call one of Associated's specialized. expert
underwriters with your excess, surplus lines or special risk.
There's a good chance you'll get an answer - not in a week, not
in 48 hours - but right now. That's the Green Phone spirit. Our
underwriters have the authority to make immediate decisions.
Which means you don't have to waste time. So make your phone
a Green Phone, and get Associated today. We're ready to work

for you, right now.

Company;

Y

|
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says Liberty Mutual's Mr. Purkis.

Average claims costs are up 12%
to 14%, with another 12% to 14% ine
crease expected in 1983.

"We're seeing a reduction in the
number of smaller claims," says
Mr. Purkis, "but not a reduction in
the frequency of larger claims."”

"The cost of repairing people is
going up, but | think policyholders
are taking care of the small claims
themselves rather than putting
them through the system," he said.

INnsurers also have more than
used up their investment income
earned over the last -two years
when interest rates *11 high, he
adds. Today's lower- interest rates
don't hold promise For insurers to
continue to earn good returns.

Robert Imse, vp of commercial
casualty underwriting for The
Hartford Insurance Co., agrees that
prospects for 1983 are dim.

The cutting of rates and the low
interest rates that are cutting into
investment income "could spell

trouble for insurers," he says.

Meanwhile, insurers are hustling
to keep present policyholders from
joining self-insurance pools.

Insurers say the movement
among companies to self-insure has
probably ebbed, but they say more
and more employers are looking to
group workers compensation self-
insurance pools in order to make
use of their premium money until
losses roll in rather than letting an
insurer invest it.

Insurers and buyers also are
closely watching the courts as they
wrangle with the question of em-
ployee lawsuits against their em-
ployers, despite the exclusive rem-
edy provision in workers
compensation statutes.

However, these suits are not af-
fecting rates yet.

"Dual capacity is a hot issue,”
said Mr. Purkis of Liberty Mutual.
"But it's not a meaningful dollar-
and-cents problem for us yet."

Under the dual-capacity theory,
employees sue employers for work-
related injuries charging the em-
ployer was acting in another capac-
ity, such as manufacturer of a prod-
uct, and as such is not protected
from lawsuits by state workers
compensation laws.

However, in California where
dual capacity suits have grown, leg-
islation and courts have clamped
down on such claims.

Now, the National Council on
Compensation Insurance, the rate-
making organization that repre-
sents many workers compensation
insurers, plans to add coverage for
damages awarded in dual capacity
suits to the employer liability sec-
tion of a new standard form. NCCI
hopes regulators will approve the
new policy by Feb 1. so it can be in
use by Sept. 1 (Bl, Dec. 20).

As insurers cut rates this year
they also are keeping an eye on
workplace safety.

Will the ease with which low
rates are applied in this competitive
market, coupled with employers’
own belt tighting, adversely affect
safety programs?

Some insurers seem concerned
that employers trying to cut operat-
ing costs may place less emphasis
on workplace safety.

"Risks are looking to reduce
operating costs and an employer's
safety director could be in the posi-
tion of paring safety costs to reduce
overall costs," said Mr. Imse.

But, he stressed that safety ad-
herence and a well managed loss
control program are the prime
methods to controlling exposures.

"If a safety program is cut down,
the effect wouldn't show up for a
year" because of the lag time in
paying workers compensation
losses, he added.

Safety is one of those grey areas
that is much more difficult for the
insurer to handle for the employer,
adds Mr. Purkis of Liberty Mutual.

"There are very few unguarded
machines left," he said referring to
the '50s when insurers first started

underwriting with safety in mind..

PREVENT BUSINESS
HEALTH HAZARDS and
REDUCE INSURANCE CLAIMS

Our firm of skilled professionals re-
views your company's processes and
materials for occupational and safety
hazards: recommends appropriate

medical, operational and administra-
tive modifications.

MAJOR SERVICES: - group health

and safety programs. physical exams «
asbestos hazard analysis and correc-
tional measures - industrial hygiene -
occupational medicine and biological

monitoring « expert legal testimony -

lab analyses « on-site mobile multi-
phase screening -« toxicology « EPA
water quality and chem analysis -
OSHA compliance and record keep-
ing.

Please write or call for descriptive
brochure

NEILSON ASSOCIATES

100 Oickinson Dr, Chadds Ford Prof. Center
Chadds Ford. PA 19317 - 215/793-1389
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Blackmon

Rea ma c
Catastrophe,Inc.

YOUR PARTNER
IN LOSS MITIGATION

If you care about loss mitigation, as we do, then let's be partners.
BMS CAT is a company with over 36 years of experience in fire and water

damage restoration.

Our specialists are on call 24 hours a day to provide you with a comp.ete
line of services after a loss occurs.

For immediate response to fire and water damage including odcr Control,
corrosion control, and contents restoration anywhere in the Unite States O-
Canada, call BMS CAT, your partner in loss mitigation.

817-926-5296 24 hour hotline

BMS Catastrophe

National Headquarters
P.O. Box 11370

Fort Worth, TX 76110

Please send me more information about fire and water dan--
age restoration.
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Surety bond underwriters
examining risks very closely

By STEPHEN TARNOFF

When construction comparies
and contrac:ors go hungry, surety
bond underwriters tighten their
belts, too. And the tighter the belt,
the tighter the underwriting stan-
dards.

More than any other product sold
by insurers, surety bonds are sub-
ject to the capriciousness of the na-
tional economy and the construe-
tion indus:ry in particular.

Until the national constriction
industry rebounds or contractors
show they can withstand the cur-
rent economic downturn, sur.ty in-

surers predict little or no ircrease
in rates or demand in 1983.

But the leading bond un-

derwriters do predict tighter stan-
dards to ir.sulate themselves from

losses due to contractor failures.

"Right now, the economy is hav-
ing a devastating effect on the prof-
itability of many contractors,"”
notes Jerome H. Noldin, ser-icr un-
derwriting officer for contract
bonds at St. Paul Fire & Marine In-
surance Co. in St. Paul, Minn., one
of the 10 largest surety bond un-
derwriters.

"We can see a greater increase in
the bankruptcies of equipment-in-
tensive contractors.”

More than two-thirds c f the
surety bond market involves insur-
ers underwriting contract bonds
that guarantee that contractors wiill
complete their jobs and comply
with all requirements on a particu-
lar project.

Surety bonds are generally re-

quired by law for local, state and
federal government work, which
provides much of the construction
industry's business.

The remaining one-third of
surety underwritings are miscella-
neous bonds providing guarantees
of non-contract construction obli-
gations, including fiduciary and
other legal responsibilities.

Since contract bonds are pur-
chased only when there is con-
struction work available, surety
companies, which see themselves
as more like bank lenders than in-
surers, become as knowledgeable as
possible about the financial affairs
of a contractor's business.

We follo

struction economy, particularly in
the non-residential field," explains
Jack Murphy, officer in charge of
contract surety underwriting at In-
surance Co. of North America, an-
other large bond underwriter.
"Construction activity is down, and
surety companies tend to be more
conservative and write more care-
fully” in adverse economic times,
he says.

"We're hoping for a turnaround
in the ecomomy, and that many
times is led by construction."

Before guaranteeing perfor-
mance, underwriters review a com-
pany's total operations, including
financial statements, prior work
record, staffing and organization.

They are looking for a contrac-
tor's ability to do the job and want

to make sure also that the contrac-

tor has the financing to complete a

project, says Lloyd Provost, presi-
dent of the Surety Assn. of
America, based in Iselin, N.J. Un-
derwriters are happier when the
contractor has a "cushion to carry
him over when the unexpected
happens," Mr. Provost says.

Surety companies want to protect
themselves against losses resulting
from strikes, product shortages,
plans that go awry and numerous
other unanticipated expenses that

can cause a contractor to not com-

plete a project, he adds.

In tougher economic times,
when surety premium levels are
flat or shrinking, insurers make it
even more difficult for contractors
to obtain bonding unless they can
show they are insulated from eco-
nomic uncertainties.

Insurers are making sure they
are underwriting only for well-
managed firms, confirms Robert
Sener, assistant vp at Hartford In-
surance Group. In better financial
times, more poorly managed busi-
nesses can get by.

Insurers emphasize that the
problem is not a lack of capacity.
"There's plenty of industry capae-
ity to write contract bonds," says
Mr. Sener.

Rates also do not appear to be a
problem. While rates do vary
among bond underwriters, several
of the largest insurers said they had
not filed new rates with state insur-
ance departments in the past sev-
eral years and do not expect to do
so in 1983.

Continued on page 34

66hink of it as a four-dimensional object."

Greg Holcomb talks about The Structured Settlements" Company Discussing the value of the Structured

Settlements concept in the resolution
of wrongful death and injury claims,
Greg Holcomb points out one of the
Japanese Netsuke cal'vings in his col-
lection. "This is an object of great

beauty, in terms of its physical dimen-

sions," he notes. "But, much of
its value is based on its fourth

dimension-the time that went
into its creation.”

"In the Structured Settlements”
approach, time is also a critical
dimension. The long-term security
our concept provides for an injured
party or survivor allows all involved

to view the situation in a new way.
It can lead to the resolution of

even the most dimcult cases. This

makes the time | spend on the job
very worthwhile."

THE

STRUCTURED
SETTLEMENTS
COMPANYTM

5757 West Century Boulevard
Los Angeles, California 90045
East Coast Oace: 800-237-6361
West Coast Office: 800-421-2022
In California: 213-642-1999

In Rotida: 813-823-2666
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Surety rates
stay stable

Contin ued froin page 32

"We don't file new rates very
often.” says St. Paul's Mr. Noldin.
"The last time was in 1978."

Rates for most contract bonds are
about 1% of the contract price,
varying somewhat according to the
limits needed, according to Mr.
Provost.

For example, The Surety Assn.
of America. which provides advi-
son, rates to member companies,
recommends a base rate of $12 per
$1,000 of contract value up to the
first $500,000. At that level, the rate
drops to $7.50 per $1.000 of contract
value for the next $2 million.

"For the most part companies are
making downward deviations" of
the recommended rate, Mr. Provost
says, although some companies
may charge more.

Underwriters point out, how-
ever, that construction project costs
are rising because of inflation, and
while the same rate will be applica-
ble, higher values may result in a
contractor paying more dollars in
pr-emium to the insurer than than
in past years.

Insurers tend to see the premium
generated by the rate as a service
fee rather than as a vehicle to cover
expected losses. And unlike under-
writing for other insurance lines,
insurers do not underwrite with
the expectation of losses.

"Surety companies only write
business they feel that a contractor
can do,"” Mr. Provost adds. "An un-
derwriter does not knowingly bond
any company he knows will have
difficulty. It is his job to weed them
out.”

The availability of credit is more
important than rates to contractors,
Mr. Provost believes. "Basically,
not too many contractors move
their policies because of rates."

Insurers are also selling service
and professionalism, surety bond
companies claim, and contractors
tending to stay with the same com-
pany for many years.

Since United States Fidelity &
Guaranty Co., for example, doesn't
charge the lowest price, it has to
make it up in service, capacity and
"consistent application of conserva-
tive underwriting standards," says
John Huss, USF&G's vp for fidelity
and surety.

As can be expected. the tough
economic times have been reflected
in the premium volume of the vari-
ous underwriters in the market.

"Pretty flat,” says Mr. Provost,
describing expected premium vol-
ume for 1982. "But, surprisingly,
companies are not crying like they
did during the mid-19701"

He attributes that to under-
writing being in "pretty good
shape" with insui-ers making more
conservative judgments and some
changes in premium flow.

Private property owners are re-
gun-ing more bonds than they did
before and more contractors are re-
quiring subcontractors to be
bonded, he notes.

"That's probably taken up some
of the slack,” Mr. Provost says.

Individual insurers aren’'t enthu-
siastic about 1982 premium results
either, and they don't expect busi-
ness to change much in the coming
year.

Much will hinge on the state of
the construction industry-
whether there is more work and
whether losses can be held down.

"I'm guarded in my view of
1983." says Mr. Noldin of St. Paul.
"If you're careful, you can still
make money."

Mr. Sener at Hartford agrees:
"1983 is a tough year to call.”" But,
he adds. that since the surety bond
market generally trails the econ-
omy, 1983 and 1984 could be poor-
loss years for the industry. .

Fidelity bond rates to remain cheap

By STEPHEN TARNOFF

A competitive fidelity bond mar-
ket characterized by discount
prices probably won't change very
much in 1983, insurers almost un-
animously agree.

Competition will remain intense
and prices low, especially for finan-
cial institu-ion bonds in2luding

bankers blanket bonds and similar

employee-dishonesty coverages for
stockbrokers and thrjft institutions.

Commercial or mercantile bcnds,
which provide the same coverage
to other bLS.nesses, are subject t)
less competition but are will also
remain cheap, insurers say, though
at least one insurer plans hikes.

;It's a buyers market now ind
probably will be so for a whi-e."
explains Frenk LeMunyon, vp for
fidelity of the Surety Assn. of
America, the indistry trade organi
zation. "Competition has driven
prices down to ridiculous leve.s. |

don't know how long it will be
until they (_nsurers) get religion."

The Surety Assn., which pub-
lishes advisory rate tables for bond
underwriters, last changed them in
December 1978.

According 10 those rates, a com-
mercial bank with 25 employees
buy.ng a $20,000 bond should pay a
premium of about $2,000, plus $2C9
for every branch office.

A smaller institution, with five

or fewer employees, would be

charged about $722.

But insurers point out that sub-
jective underwriting factors also
determine how much a bank will
pay and discounts are common.

While rates are generally based
on type of risk, number of employ-
ees and amount of coverage sought,
an insurer will also look at a bank’'s
internal controls, its management
personnel, audit results and prior
loss experience.

Continued on facing page

The not-so-common
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Good loss experience could cut
costs ,greatly, underwriters say.

"Financial institution bonds are
where the real competition is,"”
notes Allen Stendahl, regional un-
derwriting manager for St. Paul
Fire & Marine Insurance Co. in St.
Paul, Minn.

Six months ago, he would have
predicted that, by now, the market
would be tighter and coverage
more restrictive, Mr. Stendahl says.
But the market has not tightened
despite poor underwriting results.

"l see a continued very soft mar-
ket, with extreme competition,” he

adds. "The market will continue to
be readily available, especially for
banks.”

One reason for increased price
competition is the growth in mar-
kets writing the coverage, several
insurers said.

Traditionally, only six to 10 in-
surers were willing to write bank-
ers blanket bonds, Mr. Stendahl
says, but since the last rate changes,
"a number of new players en-
tered.”

The newer underwriters, includ-
ing underwriting manager Shand,
Morahan & Co. Inc. in Evanston,
., and MGIC Group in Milwau-

kee, have stimulated competition.
The veteran insurers admit that
they have used aggressive pricing
tactics to try to hold market share.

"It's war out there," agrees Jo-
seph Kiernan, assistant vp in the
bond department of Aetna Casu-
alty & Surety Co. in Hartford.
"There are no signs right now to
suggest that an increase is immi-
nent or likely in the next 12
months,"” he says.

The fidelity bond business is gen-
erally following insurance indus-
trywide competition, he adds.

"If the industry in general be-
comes disenchanted with pricing in

denmnominator..
USAIG
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the marketplace, a change will also
influence financial institutions and
commercial fidelity,

"But if the insurance industry
continues to participate in cash-
flow underwriting in 1983, | see no
reason that the fidelity industry
will respond any differently.”

Another large bond underwriter
believes financial institution bond
prices may stiffen by mid-year.

"l think there will be change,”
says James Wyllie, officer in
charge of crime underwriting at In-
surance Co. of North America. "But
it won't be in the early part of the
year."

ORLANDO-PHOENIX-PITTSBURGH-RICHMOND-SAN FRANCISCO-SEATTLE-SI LOUIS-TOLEDO-WICHITA

Underwriters may also want to
increase rates for thrift institutions
whose operations and risks are be-
ginning to parallel commercial
banks, Mr. Wyllie adds.

Most insurers fear that sustained
competition could have a long-term
effect on coverage availability. If
prices remain low and poor under-
writing results continue, there is
the fear that the coverage crisis of
the mid-1970s could reoccur, says
Mr. Stendahl of St. Paul.

At that time, some insurers dis-
continued writing some lines of in-
surance, the market shrank, cover-
age became more restrictive and
rates went up.

In such a situation, banks would
find it difficult to get coverage, he
says.

Mr. LeMunyon of the Surety
Assn. says that several develop-
ments are needed before prices will
rise. Financial institutions would
have to sustain major catastrophic
losses, interest rates would have to
shrink still further and reinsurers
must become more restrictive.

As long as capacity in the rein-
surance market is readily available
there will be a low prices in the di-
red bond market, agrees Mr. Sten-
dahl of St. Paul. If reinsurers are
burned and substantially increase
rates or become more restrictive,
the fidelity bond business would
have to change, too.

Mr. Wyllie says losses are grow-
ing and prices will change when
enough insurers are hurt by losses
to make the necessary changes.

While there have been a "pretty
fair number” of six- and low-seven
figure losses, a lot will depend on
how insurers react to those loss rec-
ords, he says.

"l think 1982 will be a blood-
bath,"” for the industry, remarks
Mr. Kiernan of Aetna. Some major
losses may not have been reserved
in 1981 and will show up in 1982
results, he suspects.

Financial institution insurers
don't foresee expansion of coverage
in the coming year, though they
anticipate a continuing demand for
coverage of losses resulting from
computer theft, fraud, errors and
omissions and other perils.

Lloyd's of London, Shand Mora-
han, St. Paul and Aetna are among
the insurers that offer riders or sep-
arate policies that cover a variety
of potential losses from computer
operations.

Mr. LeMunyon sees a "broad-
ening of that type of coverage" and
Mr. Stendahl of St. Paul says those
not offering the coverage will play
catch-up in 1983. But "we won't see
any significant coverages devel-
oped," he adds.

"l don't see any substantial
change for commercial banks,"
adds Mr. Kiernan of Aetna.

"There will be no major changes
of basic coverages," agrees Mr.
Wyllie of INA, although there "will
be some tinkering with the bond,
particularly as thrifts get involved
with commercial banking."

Insurers also generally agree that
commercial fidelity or non-finan-
cial institution bonds also will stay
cheap.

"It's a very, very soft market,"”
said Robert Sener, assistant vp in
the bond department at Hartford
Insurance Group. "We see no hard-
ening of business in 1983."

Commercial bonds produce a
greater spread of risk than in fi-
nancial institutions coverage and
therefore less risk to insurers, he
adds.

One insurer disagrees.

"It's pretty soft,"” says Robert
Lynyak, vp for Federal Insurance
Co., part of the Chubb Group. "I
think a lot of risk managers under-
stand that and will be prepared to
pay more in 1983."

In 1983, Chubb intends to in-
crease rates, Mr. Lynyak said,
though he wouldn't say how much.
However, the company is prepared
for a possible reduction in its mar-
ket share, he says. .
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NEEDS?

Some people go to extraordinary lengths
to get insurance overseas.

They send themselves everywhere they
need coverage. Encountering underwriter
after underwriter. While trying to unravel the
mysteries of countless foreign regulations.

Other people simply come to American
International Underwriters.

At AlU you get a world of insurance from
just one underwriter.Whowrites insurance one
way.Your way.

Our branch offices span 130 countries and
jurisdictions. And we have direct control over
all of them.

We also employ more people here in the
United States than any otherAmerican insurer
of foreign business. Over 350 people. In 14
locations. Backed by a powerful home office.

They can write, implement and service
your insurance on the spot.

As for claims, we go to great lengths to

settle them. Our three regional claim offices in
the US. coordinate the activities of over 1000

people around the world.

Now you know why we write more
insurance overseas than any other American
insurance company.

So contact your nearest AlU branch office.

Unless, of course, you're currently dealing
with another insurer In that case, just send us
a postcard from wherever you are.

ONCEAGAIN
rmEANSWERISAIG

A.1.U. O8ices in: Washington, D.C., Dallas, San Francisco,
New York, Houston, New Orleans, Atlanta, Chicago, Los Angeles,
Tulsa, Minneapolis, Seattle, Cleveland, Toronto.
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Wholesaling.

is %

Everything works better when an
insurance company knows your
business.

You get expert help with loss
control. Claims are processed more
efficiently. And, most important, you
get imaginative rating techniques
that effectively match your premiums
to exposures.

You'd expect an insurance

We unded the risks, because we understand te business. ?

company to know the insurance
business.

We've taken the time to learn the
wholesaling business.

As one of the nation's largest
insurers, we can design programs for
all of your casualty, property, life and
health insurance needs.

If you'd like to see the benefits of
working with people who understand

your business, give our business a call.

Call our National Accounts office
at 715/346-6863.

Sentry,Insurance

National Accounts Department
Sentry World Headquarters
1800 North Point Drive
Stevens Point, Wi 54481
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PREDICTING THE FUTURE

Some prognosticating //
by a risk manager

on what may

By Spencer J. Traver

T THISTIMEOf the year, i e

for the year ahead. It's a dangerous
pastime because it is seldom accurate.
The few successful forecasters point

proudly and loudly to a few great /
sucesses of the past. They surye with

their readers because most readers throw
thg predictions away, !5ul forgetting the
mistakes. Or, the resdegget caugnt_*t

increasingly complex individual’
"microeco" systems and never dother to
measure the forecasters' success ratios.

Please do these things for me also,
because | am going to predict how the
1983 insurance market will respond to
the risk manager. In addition, with the
help of my crystal ball, we will share a
look at 1984 and beyond.

Lastly, | will attempt to array the risk
management strategies that might be

2tlif the predicti'come close to

The 1983 market

* During the first three 4uarters of
the year, rate reductions will slow to a
crawl, but not stop. \ <

The fall of interest rates, toward the 7%
to 7.5% range, is the reason. Underwriters
will watch this phenomenon carefully,
but are not likely to adjust rates at the- «
risk of losing premium volume to
someone else.

Millions of dollars of capital have
poured into the underwriting business
since 1975, chasing the remarkable rates
of return on net worth that reached
almost 20% in 1977 and 1978. This capital
is expected to remain invested in
insurance until better opportunities

appear elsewhere to drj,w some of this

_ capital away. The vnture moner¥ will
leave for ofth»inyestment opportunities

when losses inthe aggregate cancel out

A the investmnt income. »»»---
Uhfortunately, up to_15% of»insurance

capital m* alsoleave via out-and-out
bankruptejes. Theseinvestment changes
will take longer tharkone year because
aggregate losses are falling slowly. We
can look forward to this in 1984 or

1985.

For the survivors, the insurance O

industry is likely to remain severely )"

depressed for two or three years. There is

or may not happen
during the new year
in the insurance industry

SPEAIING OUT

little likelihood that this scenario will
change because reinsurers are also rich
with excess capital. They won't raise
reinsurance rates, with the exception of
the one-year blip described in our next
prediction.

accounting practices.
« Airc»raft and aircraft product rates

will increase 15%.

+,Competition will heat up for
unbundled services.

to Underwriters will be forced by

« During the last quarter of the year, « -regulatio<to disclose generally accepted

reinsurance rates will increase \»»- --
dramatically by 20% to 40%.

This development will put the primary
underwriters in a Catch-22 situation.
Primary underwriter A will not pass
along this increase to any great extent
because of competition from
underwriters B and C. This additional
pressure on income will push a lot of
primary insurers to the wall.

Only the smart, the strong and the
lucky will be able to weather this 1983

accounting practice results in addition to
statut6ry results.

+ Reinsurance stock prices will climb
as primary property/casualty stock prices
fall.

« A visitor will spill coffee on your
desk.
- Umbrella and general liability rates
will decline about 10%.
1983 risk management strategies
- Avoid placing business with
underwfiters with Best's ratings below A

storm. It could get a lot worse if Mother \ » C X»

Nature lays on a few hurricanes or
earthquakes, and the possibilities are
la e 1 >~ _

A major scandal that will unfold in the
reinsurance community will be the
center of the storm. The scandal will rock
the industry to its foundations.
Reinsurance contracts will flee to the
United States, Switzerland, Germany,

Singapore and Hong Kong. This rush of
demand will raise rates everywhere.

The minor scandals you read about in
1982 will pale into insignificance as
investigations reveal the scope of the
problem. Disillusioned capitalists
associated with the marketplace involved
will attempt to withdraw by the
hundreds. \

Here are a few miscellaneous
predictions for 1983:
« Private passenger auto rates will

increase about 5%. / -—-» » »» » --\
- Homeowners rates will decline

another 5%.

« Light-occupancy property rates for
institutions will decline another 10%.

« Highly protected risks rates wiill
decline about 5% for lower hazard
properties.

« Commercial multiperil rates will not
change (they are already too thin).

\ » Difference-in-conditions rates,
professional liability and crime rates will
irifrease 12%.

* A major brokerage firm will make

the headlines involving inappropribte

r

* Pay careful attention to which
underwriters are reinsuring excess layers
of liabilityandproperty.

+ Negotiate for broader terms and
conditions instead of price on each and
every policy. Take the time to review
every sentence. Price shopping toward
year end may be hazardous to your
health or security.

« Avoid placing business with
underwriters that reinsure heavily.

» Replace underwriters with
combined ratios exceeding 118% as
quickly as possible.

* Unbundle claims, computer and
engineering services. What are the
bundled services costing now? Can you
get superior service at lower cost?

- Talk to fellow risk managers as
often as possible to share ideas,
experiences and warnings. Go to Risk &
Insurance Management Society meetings.
That's a priority for the next three years.

= Write down every risk management

j objective and insist that your agent or

, broker help you accomplish them all.
Brokers are great, but they are not mind
readers.

- Explore the feasibility of forming a
captive or joining a captive pool. You'll
need it in 1984.

» Redouble all your efforts to
communicate with your management at ,
alllevels to earn their respect and
supp(irt. This is no time for risk managers
to join the unemployment lines. »."

* Prepare a running log of every
liability policy, term insurer, limits, etc.,
going back at least 20 years. You'll
probably need it in the days ahead as we
cope with envirnmental impairment
claims,»occupational and
non-occupati6énal diseases.

* Write to Tom Hallett, Frank B. Hall
& Co.<549 Pleasantville Road, Briarcliff
Manor, N.Y. 10510, for>a copy of "50
Rules of Risk Management." A lot of risk
managers coniributed to this document.
Don't forget to send a self-addressed
envelope and $1. Brokers are having a
rough year too.

Conclusion

| can't say it better than did George
Doty, senior vp of Armco Insurance
Group, in the December 1982 issue of
Best's Review.

". . .Cash flow underwriting is not
primarily the result of higher interest
rates. Rather, it reflects the most severe
economic contraction the world has seen
since the Great Depression of the 1930s.
Our industry is being particularly hard
hit because, in addition to the general
economic forces that affect all industries,
we are experiencing rapidly growing
capacity at a time when a virtual
rev61ution is sweeping the financial
services industty.

"As a result, a mere decline in interest
rates will not relieve the pressures we see
around us. These pressures will not be
reversed until a great deal of capacity in
our industry, both actual and potential,
has been eliminated. To be a survivor,
bold managerial innovation, rather than
traditional reaction, is required.
Innovation must be applied to products
and services, to methods of production
and distribution and to methods of
organization.”

Let's heed his words and work smarter
in 1983. Risk managers will survive. |

wish you all, anhappy and prosperous New
———

_—

Spencer J. Travel- is as-
sistant treasurer at The

BF Goodrich Co. in
Akron, Ohio.
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Reinsurance’'s publicity problems

By James D. Koehnen

N THEPAST.year 0580, 008N orea 1o

the subject of reinsurance and the
purported lack of regulation that controls
this segment of the insurance industry.
The implication is that this supposed
lack of regulation has led to scams and
resulting financial injury to a number of
entities, including primary insurance

company insolvencies here in the United
States.

There are loud cries for reform that will
undoubtedly lead to additional rules and
regulations for the reinsurance industry.
The unfortunate beneficiary of these
actions will be the licensed reinsurance
industry. This is akin to the minister
berating the congregation for not
attending church services-only those in
attendance get blasted.

Most of the authors, or orators, on the
subject refer to reinsurance as an
unregulated industry, which gives a false
impression. The licensed reinsurers must
file financial statements with state
insurance departments on the same form
used by insurance companies. Licensed
reinsurance companies are subject to state
insurance department examinations,
again on the same format that applies to
insurance companies. All of this suggests
that licensed reinsurers keep their records

How a whole industry suffers

from a few bad examples

SPEAEING OUT

of premiums and losses in very
recognizable forms for any follow-up
required by the regulators.

My comments up to this point deal with
the licensed reinsurance markets which,
from all that | have read or heard on this
subject, are in no way the transgressors or
the villains. By definition, the problem

lies with the non-licensed reinsurance
markets because there is, indeed, a

problem.

The licensed reinsurance markets are
as eager as the regulators in seeking a
solution to the rip-offs being committed in
the name of reinsurance. My worry is that
the regulators, in their zeal to find a
solution, will heap additional burdens on
the licensed reinsurers in the form of
rules, regulations and reporting

requirements which in no way will touch

the unlicensed markets.

The unlicensed reinsurer's share of the
United States market is significant and
they should not be precluded from doing
business in this country. Yet, since it is

difficult for the regulators to develop
meaningful financial information on most
of these companies, substantial problems
develop. In view of the lack of
information and the inability of U.S.
authorities to get their hands on assets
when a problem arises, something must be

done.

Fortunately, the mechanisms are
already in place. Practically all states

limit credit for reinsurance to those
reinsurers who are licensed in at least one
state or to those unlicensed reinsurers
who provide letters of credit or funds to
be withheld in amounts equal to the credit
being taken by the ceding insurance
companies.

In my view, the greatest deficiency in
controlling reinsurance lies in the area of
surveillance and enforcement. The rules,
regulations and reporting requirements
are in place for licensed reinsurers, and
letters of credit and withholding of funds
would provide protection in the case of

non-licensed reinsurers.

The insurance departments of the states
must utilize all of the information
currently available and must follow
through with enforcement. Until existing
rules are enforced, the addition of new
regulations and reporting requirements
will do no godd.

Those individuals who are dedicated
to taking advantage of a business built on
trust will not be deterred by more rules or
laws because they do not comply with the
existing laws. For example, we have laws

against theft or mail fraud, but we still
have crooks.

There is no doubt that better-equipped
personnel in terms of reinsurance

knowledge are needed to control as much

as possible the misuse of the product.
We fervently hope the National Assn.

of Insurance Comissioners or the

individual state commissioners will not
heap additional administrative burdens
on those reinsurers who are complying

with the law. Remember, they are sitting
in church listening to the sermon. .

James D. Koehnen is
president of American
Re-Insurance Co. in New

York.

Entrepreneurs will weather economic storms

By Warren T. Cunningham

T 12 JRONIG,thato.compgte
specialized, technically advanced
insurance market, we must rely on the
hero of a simpler time-the
entrepreneur. Yet, only the brave and
creative entrepreneur can survive in

today's economic storms.

The United States is in transition from
an industrial era to an age of information

technology. We are seeing the demise of

some of our great institutions and

established industries. At the same time,

there is emerging a fiesty new breed of

freethinkers who refuse to be confined

by tradition.

The winner today will be the one who

recognizes, identifies and capitalizes on
opportunities that have scared off most
people for a long time.

Look how many companies have

taken long-distance phone business away

from Ma Bell. And who would have

dreamed a couple of firms would come in

and take away a third of the most
profitable part of the postal service?
If monopolies are suffering

competitive attacks, just imagine what's

in store for our industry. Insurance is
vulnerable to threats from financial
entrepreneurs of all types; some are
members of our own industry.
Companies as different as Sears,
Roebuck & Co., Merrill Lynch and
Prudential Insurance Co. of America
have realized insurance is one part of a
total investment decision that includes

real estate, savings, equities, securities

and more.

Huge companies like these are
supposed to be inert under the weight of
the status quo. Yet these companies have
struck out in new directions. Their
corporate entrepreneurs have led the
way.

Large corporate structures are an
impediment to freethinking. When you
become immersed in a large, highly
structured organization, the walls start
building. Individuality and
entrepreneurship are stifled. This has
been and will continue to be the most
dangerous threat to our industry's
health. A lack of encouragement for new
ideas and new approaches will keep us
from being able to exploit new market
niches and profit pockets.

Insurance companies long ago lost
their respect for the individual, the
singular, the unique case. One of our
biggest faults is the propensity to deal
with everything in terms of averages.
Dealing with large corporate risk
accounts has led us to realize that an
individual account is not an average,

but an important account!

Individual attention is important to
consumers as well as to corporate
customers. We in the insurance industry
have done a very poor job of packaging
our product, of letting our insureds know
we have thought about them
individually. They don't know us and, as
a result, we can't rely on their "brand
loyalty."

Perhaps the answer lies in harnessing
computer technology that has made us
more efficient and using it in new ways

to make us more human.

Insurance companies might create
centers equipped with computer
terminals where insureds could come in,
access their own files and make some of
their own comparisons. Clients would
type their names into the computer and
be greeted with information on
themselves and their families, coverages
already held and so forth. This would
show them they really do have a
significant place in our companies.

High technology can also be
harnessed to make relationships with
employees more human. With the aid of
computers, managers will be able to
much more efficiently keep track of
individual employees, their vacation
schedules, flexible time, compensation
and personal productivity. Allowances
can be made for idiosyncracies. A

"menu” of rewards can be offered that
will motivate even the most intractable
employee. Such fine-tuned performance
and compensation monitoring will
enable managers to be responsible for
larger groups of people.

This, in turn, will change the
pyramid-shaped organizational chart to a
shallower, more horizontal structure.
This is a corporate structure the
Japanese have exploited with great

Giving employees greater access to top
management would help create an
environment in which bright, creative
thinkers are free to use their talents and
energy in non-traditional ways. It would
help keep your would-be entrepreneurs
from being boxed in by known precepts.

A healthy pragmatism and

self-interest leads workers today to ask,
"What's in it for me?" More than
increased leisure time, workers want
meaningful jobs. They need to
participate in decisions that affect them.
Participation doesn't mean
laissez-faire chaos or an abdication of
your role as a leader. It means involving
people from the grass roots up in
decisions that affect their jobs and about
which they know the most. After all,

who knows best how to save time and

money in your job? You or the chairman
of the board?

While insurance companies have made
some progress in the area of people
productivity, manufacturing has led the
way because of necessity born of
recession. Now it's time for insurance to

follow the lead.

This is not an easy thing to do.
Insurance companies tend to luxuriate in
the status quo, taking a parochial rather
than a world view. State-regulated
security lulls us into complacency. It
undermines our productivity and
profitability. The only cure for this is
change.

The traditional thinker can come up ,r-
with a hundred reasons why an idea
won't work. But only the entrepreneur
will come up with an original idea.

Warren T. Cunningham
is president and chief
executive officer of

Armco Special Risks in
Dallas.
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London insurers attem pting
to hike rates, alter policies

By STACY SHAPIRO

LONDON-UNderwriters, both
at Lloyd's of London and at the
large British insurers, are trying to
increase rates and change the
wording of some casualty insurance
policies to battle the river of red
ink staining their ledgers.

Raising rates and changing pol-
icy forms are about the only tools
underwriters have left to reverse
the huge underwriting loss of the
past several years, sources in the
market say.

"There is so much blood in the
market, it had to happen,” said
John Clements, managing director-
non-m1rine for Lloyd's broker Jar-
dine Glanvill Ltd. "l used to be de-
spondent that the insurance market
would never change. . .that it
would always be soft. But, | am not
sure now because there is so much
red ink around.”

Underwriters tried to increase
casualty insurance rates during last
month's renewal negotiations, but
met with mixed success.

For example, underwriters tried
to raise umbrella rates 10% during
the renewals, but were often un-
successful. However, most um-
brella rates stayed on par with last
year's rates, something that has not
happened in the past several years.

Underwriters of reinsurance
fared better. They generally re-
ceived increases of up to 15% on
casualty reinsurance treaties, said a
leading non-marine Lloyd's un-
derwriter, and that could push up
liability insurance rates later in the
year.

"It is the first time in several
years that we have asked for these
kinds of treaty increases and re-
ceived them," he said. "With rein-
surance rates going up, | think you
will see casualty insurance rates go
up by the middle of next year."

"We feel it is absolutely neces-
sary for pricing to go up," said
Peter Wilson, managing director of
H.S. Weavers (Underwriting)
Agencies Ltd. "The underwriting
book of umbrella business is about

25% underpriced and so we are try-
ing to achieve an increase.”

"The casualty umbrella business
is just beginning to harden,"” said
Brian Hibbert, deputy managing
director of C.T. Bowring & Co. (In-
surance) Ltd.

A policyholder, however, can
still bargain for reduced umbrella
rates if loss history is good, market
sources say.

"We cannot just say that we want
a rate increase and get it,"” said Mr.
Wilson. "We have to look at the ex-
perience."

Buyers can also bargain for re-
duced premiums if their risks have
been cut by the closing of factories
or employee layoffs.

"But to say that your revenues
have gone down and you want a
rate reduction. . .is not good
enough,” said Mr. Wilson. "Even

L 4 with good business, we are trying

Ito persuade them (buyers) to in-
crease their rates slightly to cope
with the effect of future losses be-
cause we know that costs of settling
claims will be bigger in the future."

Insurance buyers can also work
with Lo'ndon underwriters, with
the help of American and British
brokers, to design the type of um-
brella packake their company
needs, sources heresay.

"There are far more sophisti-

cated buyers with far more specific
demands than before and | wel-

come it,"” said Mr. Hibbert.

Since rates have not risen very
dramatically, Mr. Wilson said the
some buyers are still increasing the
amount of coverage they buy. For
example, risk managers for large

U.S. companies are asking London
underwriters to increase umbrella
limits by $50 million to $100 million
above the $300 million or so they
may already carry, he said.

U.S. buyers also tap the London
market to buy liability coverage
that they can buy nowhere else but
Lloyd's.

For example, some Lloyd's un-
derwriters are still writing asbestos
risks at a time when no other in-
surer will touch them. Other syndi-
cates are now writing coverage for
products extortion and products
impairment in light of the recent
Tylenol tragedies (BI, Oct. 11).

Bowring's Mr. Hibbert said that
despite possible rate increases,

RFC

INTERMEDIARIES, INC.

London underwriters are also put-
ting together new and different
coverages and packages.

He cites Kaiser Cement Corp.'s
recent purchase of $50 million of
retroactive excess liability coverage
following an estimated $75 million
in claims received after the com-
pany sold a faulty batch of lime-
stone rock (BIl, Dec. 13, 1982).
Bowring, through Reed Stenhouse
Inc. in San Francisco, placed the
retoractive coverage, Mr. Hibbert
confirmed.

"Our coverage does not include
this (limestone) claim, however,"
said Mr. Hibbert, explaining that
Oakland, Calif.,-based Kaiser pur-

Continued on page 44
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This is why we create understandable, goal-oriented
employee communications campaigns. Our cam-
paigns generate an esprit de corps - employees are
motivated to help contain benefit costs. For com-
plete information, write today.

B E N(EEI\I/I:JI—NICATORS, INC.

9939 Hibert St. Suite 101 San Diego, CA 92131 (619) 566-8860

When it comes to agreements,
we stand by our word.

2029 Century Park East

Los Angeles, CA 90067
Phone: (213) 277-3753

Telex: 696184 RFCHQ LSA

In the business of reinsurance, where a promise is still
binding, you can trust RFC to speak clearly and accu-
rately on your behalf. We'll back you up with maxi-
mum protection spelled out in black and white.

Because we understand the capabilities of the mar-
ketplace, we can extend your access to secure markets

worldwide. And with our solid history of presenting,
placing, negotiating, documenting and supporting
sound programs, you can rely on us to cover both your
facultative and treaty requirements.

So call one of RFC's nationwide offices. When it

comes to reinsurance, our words will always carry

weight.

Atlanta Boston Chicago Columbus Dallas Hartford Houston
Los Angeles New York Philadelphia San Francisco



| say I'm covered. They say I'm not !



PROSABLE
THE IVIOST

CONTROV SIAL
POLICY EV It
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If you don't understand the crisis now raging in the insurance industry, you needn't read further.

The intense competition for your company's insurance business coupled
with a lack of qualified professionals in the insurance industry has
resulted in a deterioration of company services-causing a great deal

of instability in the industry.

Risk managers are seriously hampered in their insurance negotiations
and are more likely to suffer significant increases in misunderstandings

and misinterpretations of the coverages that their policies actually 4.

provide. This is what causes a coverage dispute.

The legal cost of pursuing a claim of this nature can be astronomical.
Regardless of how rightful the insured's position is, the effect on cash
flow forces a company to exercise restraint and sometimes to even
compromise situations with most serious consequences.

PIA's Legal Expense Insurance for Coverage Disputes has been created
to make it possible for the insured to pursue a rightful claim without
regard for reasonable legal costs.

The climate of economic stress has brought about aggressive competition
within the insurance industry, resulting in the cost of premium becoming
the prime consideration for many companies when buying coverage. As a
consequence, more policies are being prepared and hastily written
without attention to the basic essentials of underwriting. Ambiguous
wordings are being used more frequently; intricate terminology is glossed
over. Then, when a claim is presented to an insurance company, these
obscurities raise the question of applicability-because the exact
coverage intended is obscured to the purchaser, the broker and the
insurance company.

When a policyholder feels his claim should be honored and the insurance
company feels it has cause to deny it, the only recourse remaining may
be litigation. As a result, there has been a substantial increase in
coverage disputes and many insured corporations are now discovering
the potential costs and hazards of such suits: the larger the claim, the
more likely the chance of denial.

1. Coverage disputes should be litigated by those few attorneys who
specialize in this area of law, since effective litigation requires a keen
understanding of the procedures and intricacies. In preparing a
coverage dispute case, the bulk of the funds expended by the plaintiff
will undoubtedly be during the discovery period or the first six months
in which the insured is preparing his case. This is not a one-time
corporate expense. These costs must be understood and looked at as
the loss of the use of corporate cash flow monies.

2. A coverage dispute trial could drag on for years since constant
postponement is a key defense maneuver. The monies the insured is
using for legal expenses now becomes tied up for years. This is far
more expensive than it appears. The insured has lost his money for
investment purposes. The insured may have to borrow money to meet
the obligatjons of the unpaid claim. Now a large indebtedness has
to be contended with. Compute these factors over four or five years
and you begin to understand how unproductively spent money has a
very high replacement cost that could approach the value of the claim.

PIA insurance Coverage Dispute-Legal Expense /nsurance
is available only through your agent or broker.

For more information and a specimen policy, contact

your broker or call or write PIA.

3. If, under these conditions, the insured compromises his position,
the legal fees already spent are lost and the cash flow problems have
compounded the cost, and the insured now must meet the cost of the
claim itself-with depleted corporate funds or expensive borrowed

dollars. The total cost of a coverage dispute could greatly exceed the
claim in question.

If the company is successful, in their claim and does recover, as part
of its judgment, the legal fees expended in pursuing the claim, the
company has, in the loss of the use of monies over the years, could
have lost almost as much as it has been able to recover. This, then, is
not effectively putting the insured in the position he should have been
in. While the insured may have been successful in collecting his claim,
plus his legal fees, he still may, in reality, be in a loss position.

In response to these conditions, PIA, innovators of specialized insurance
for the specific needs of business and industry, offers you Coverage
Dispute Legal Expense Coverage with two options in the event of a

coverage dispute either with your insurance company, your broker, or
your consultant:

OPTION 1

The corporation selects an attorney. The attorney and fee schedule

are subject to approval by the underwriter. Under this option, the
corporation pays a deductible based on the size of its insurance budget.
It is also responsible for a 20% participation in the legal costs incurred,
in excess of the deductible, with a maximum coverage of $5 million on
aggregate annual legal costs for an unlimited number of cases.

Example: CORPORATION SELECTS ATTORNEY

Legal fees total ... ... .. ............ . $1,000,000

*Deductible _______________________._._._.._._ 100,000

20% corporate participation............... 180,000
(20% X $900,000)

Total cost assumed by insured . ............ 280,000

Total cost assumed by PIA ................. $ 720,000

* Deductible based upon corporate insurance budget.

OPTION 2

The insured may request the underwriters to select legal counsel. If the
underwriters agree, they will reduce the deductible by 50% and wave the
corporate participation in its entirety, absorb all legal expenses up to
the ceiling of $5 million annually on an unlimited number of cases. The
policy is non-cance//ab/e by the underwriters except for non-payment of
the premium.

Example: CORPORATION USES PIA's ATTORNEY

Legal fees total...... ... ............... . $1,000,000
Deductible (50% of Option 1) .............. 50,000
Total cost assumed by insured............. 50,000
Total cost assumed by PIA ... ............. $ 950,000

Specialized legal services can be of great significance in resolving a
dispute quickly-and to your satisfaction.

T heirokets B/ Oker.

Professional Indemnity Agency, Inc.

409 Manville Road

P.O. Box 130

Pleasantville, NY 10570

(914) 747-1818 Telex: 646929 TWX: 710-572-2197
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London insurers hoping to alter policy forms

Continued from page 41

chased the extra coverage to pay
any claims it might incur other
than from the faulty material.

Mr. Hibbert said that other com-
panies in similar situations are tap-
ping the expertise of London bro-
kers and underwriters to place pol-
icies like Kaiser's.

"They ask, 'What can you do for
us? This claim will wipe out our ag-
gregate limits, so will you help us
pay for whatever other claims that
are left overs?' We have had half a
dozen inquiries like that."

London brokers and un-
derwriters are also trying to clarify
the confusing language now con-
tained in many umbrella policies.
They specifically want to settle the
question of liability for long-latent
disease claims, like asbestosis:

Should the insurer on the risk

when a worker is exposed to the
substance pay the claims, or should
they be paid by the insurer on the
risk when the illness appears?

"There has been pressure for a
number of years to clarify the
forms and we have encouraged
that," said Mr. Hibbert.

Brokers and underwriters are
discussing writing all umbrellas on
a standard claims-made form, but
no decision has been made.

"There have been a lot of ideas
floating around so far, but very lit-
tle change has been made," said Mr.
Hibbert. If someone suggests a pro-
posed policy wording, someone else
finds another loophole, he said.

Some Lloyd's underwriters last
year tried to put a clause in um-
brella policies that would exclude

coverage for long-latent diseases
and long-term liability problems,
but very few such policies have
been written and most un-
derwriters, including Mr. Wilson,

are opposed to the idea.
Mr. Wilson favors introduction

of a claims-notification form,
which he says is different from a
claims-made form. The notification
form, which is slowly being imple-
mented by his agency, H.S. Weav-
ers, for pollution liability coverage,
says that all claims from one occur-
renee will be paid by the insurer on
the risk when the first claim is re-
ported. All subsequent claims
would be paid by this insurer, no
matter when they are filed.

This is different from a claims-
made form, he said, because a
claims-made form only pays for

(4.* CL

claims filed during a policy term.

Efforts to change the policy form
could meet with buyer resistance,
as they have in the United States.
The Insurance Services Office re-
cently dropped its proposal to offer
"first discovery" as a coverage trig-
ger in a new comprehensive gen-
eral liability policy (Bl, Jan. 3).

The London market is trying to
solve the problems surrounding
long-latent disease coverage even
though it has not yet been hit by a
large amount of asbestosis claims.

But underwriters say they are
ready to pay the flood of asbestos
claims when they finally hit the
market. They have set up an infcr-
mal party to examine the asbestos
problem and to collate court ma-
terial. Lloyd's underwriters have
also put aside about $20 million in
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Whén it's jdst out of reach ... stretchl

Many insurance brokers offer adequate
solutions to risk management problems.

But providing a commonplace solution isn't
the end in itself. The best answers take

perseverance and a willingness to stick your

neck out.

At BMF we're committed to excellence,
we look beyond the apparent solution -
we stretch. We exceed the commonplace by
extending every aspect of our professional

expertise and achieve superior risk protection

for our clients.

Excellence in Insurance Brokerage
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Bat/4/, Martin 6 Fat// International

CORPORATE HEADQUARTERS: 660 Newport Center Drive / Newport Beach, CA 92660 / TELEX: 692-306
(714) 644-7940

reserves from the already-closed
1979 policy year to pay asbestos
losses (BI, Aug. 20. 1981).

But any changes in rates and pol-
icy wordings that Lloyd's and other
London underwriters make may

not have as great an influence on ,

other casualty insurance markets
as they once would, brokers add.
U.S insurers, offering reduced rates
and broader terms, have managed
to capture a large portion of the
U.S. liability risks that once were
underwritten in London.
"Casualty umbrella-type busi-
ness doesn't come here as much
anymore," said Mr. Clements.
"Three or four years ago, we had
five or six major household names
we insured here. Now, we do not
have one because the local U.S.
market writes at half the price."
Some say that buyers may also be
wary of placing risks with the Lon-
don market in light of the scandals
of the past year, though others
point out the no policyholder has
been affected by the allegations
and that Lloyd's and the British

government are proposing new ,

rules to end the problems (see story,
page 45).

"Everywhere you go, people are
talking about what happened
here," said Alec Shaw, chairman of
Reed Stenhouse (U.K) Ltd.

"Lloyd's is a bit quieter and some ,

people perhaps are holding back
from coming here."

"It's a shame that these scandals
happened when they did,"” said one
Lloyd's broker. "Just at the time
when the market is hardening and
business should be coming back to
Lloyd's, Lloyd's gets bad press."

Mr. Wilson, though, says that all ,

his Fortune 500 accounts will re-

turn to London upon renewal. And

Bowring's Mr. Hibbert believes that jj

some new accounts may be coming
into the market, "but it is not a tidal
wave."
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U.K. government,
Lloyd's increase
iInsurer regulation

By STACY SHAPIRO

LONDON-Regulators are
clamping down on the way insur-
ante and reinsurance business is
conducted in Great Britain:

- The Department of Trade is
now requiring that all insurance
companies file more detailed infor-
mation about their reinsurance ar-
rangements. The department's reg-
ulations may spread to reinsurers

= The new Council of Lloyd's,
which took control of the market-
place last week, will seek more de-
tailed information about the trans-
actions of Lloyd's syndicates, its
underwr.ters and employees.

* The government's top finan-
cial officer, Chancellor of the Ex-
chequer Geoffrey Howe, wants to
tax offshore companies with British
parents, including captive insur-
ance companies and offshore rein-
surance subsidiaries.

All of these new regulations are
being proposed at a time when the
British insurance industry is trying
to withstand its worst scandals in
100 years.

The troubles began when Alex-
ander Howden Group P.L.C. and
its U.S. parent, Alexander & Alex-
ander Services Inc., sued five for-
mer Howden directors for allegedly
misappropriating $56 million of
Howden assets for their personal
benefit. Much of the money, How-
den charges, was ceded to reinsur-
ance companies that the ex-direc-
tors secretly controlled.

Several months later, Minet
Holdings P.L.C. Chairman John
Wallrock resigned and several
other employees of underwriting
subsidiary P.C.W. Underwriting
Agencies Ltd. were dismissed for
allegedly benefiting from the rein-
surance contracts placed by
P.C.W.'s Lloyd's syndicates

Oddly enough, many of the new
regulations that are now in the
news were designed long before the
market learned of the scandals at
Howden and Minet. However, one
government official conceded that
some of the regulations were en-
acted more quickly in light of the
scandals.

The most encompassing of the
regulations requires all insurance
companies registered in Britain to
give the Department of Trade addi-
tional details about their reinsur-
ance arrangements. "We will also
be asking for some further infor-
mation on earlier years," a depart-
ment spokesman said.

"From now on, the annual re-
turns of insurance companies
which come to the Department of
Trade must include additional in-
formation about major reinsurers
to satisfy us that the companies'’
reinsurers are adequate,"” he said.

For example, insurers will have
to provide information on any rein-
surance company that reinsures 2%
of a company's book of business for
treaty reinsurers or 5% of a particu-
lar risk for facultative reinsurers.

The insurer must supply the
name and address of the reinsurer
and note if there is any connection
between it and the reinsurer. They
must also disclose to the depart-
ment the amount of reinsurance
premium payable to the reinsurer
each year and, if it is a treaty rein-
surer, how much the company is
owed in claims from the reinsurer.

The Department of Trade is ex-
pected to propose another set of
regulations later this year "requir-
ing further details from reinsur-
ance companies from their claims

experience and their sources of
business," the department spokes-
man said. However, he added. the
department has no plans to regu-
late reinsurance intermediariesr

The Department of Trade regu-
lations do not affect Lloyd's un-
derwriters, who must abide by the
self-regulation principles in the
Lloyd's Act of 1981, the spokesman
said.

However, Lloyd's is busily tr>ing
to implement new regulations and
safeguards to prevent further sean-

Continued on next plge
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British insurers facing increased regulation

Continued from previous page
dals.

First and foremost, the new 27-
member Council of Lloyd's is ex-
pected soon to name a chief execu-
tive officer who is not a Lloyd's
member. The new chief executive
will be responsible for making sure
Lloyd's regulations are followed by
brokers and underwriters.

Although last year's self-regula-
tion act prohibited the new council
from taking any actions until it
took power last week, 22 different
task forces were appointed last
year to discuss and propose changes
in rules and procedures. The possi-
ble reforms span areas such as
Lloyd's auditing procedures, its
agency system, how much infor-
mation is disclosed by syndicates to
members and additional computer-

ization of the underwriting rooom.

These changes "can only lead to a
tightening of Lloyd's security,” said
a Lloyd's spokesman.

Already, the committee charged
with changing Lloyd's audit system
has said that underwriting manag-
ing agents, their directors, partners
and employees will be required to
disclose any direct or indirect in-
terest they may have in the rein-
surers, retrocessionaries or inter-
mediaries involved in their syndi-
cates' reinsurances. And, there's a
possibility this rule could be fur-
ther toughened.

Another 140-page consultative
document was released last month
by another task force concerning
the amount of information that un-
derwriting syndicates should give
to names (BI, Dec. 27, 1982). The re-

port will be studied by the Bank of
England, the Department of Trade,
Lloyd's members and several com-
mittees before the council acts on
it.

Lloyd's is trying to make it clear
that it is trying to reform the trou-
ble spots in the marketplace. "Baby
syndicates, offshore funds, reinsur-
ance packages for personal benefit
-it is a strange way of making
money," said a Lloyd's spokesman.

The Inland Revenue Service,
Britain's IRS, also wants to further
regulate the use of offshore com-
panies. The Inland Revenue Ser-
vice recently proposed a series of
regulations on offshore companies
that it wants to include in the 1983
national budget. Specifically, the
government wants to close several
loopholes that allow British com-

HOW TO CHANG

YO

HEALTH CLAIMS

SYSTEM.

..WITHOUT BREAKING STRmE.

panies to filter money to offshore
firms to escape taxes, said a trea-
sun, spokesman.

For example, it hopes to prohibit
so-called "upstream loans" in ex-
cess of 400 million pounds (approxi-
mately $644 million). In such a
scheme, an onshore company
transfers money to an offshore sub-
sidiary for tax purposes, then re-
turns the money to the paren. as

loans.

The IRS also wants to clarify the
definition of a British resident
company and it wants more in-
volvement in regulating when
British companies .*an set up off-
shore companies in nations with
low tax rates, the spokesman
added.

All of these regulations would
greatly affect insurance and bro-
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kerage companies with subsidiaries
domiciled in Bermuda and the Ca-
ribbean.

This is the second time, however,
that the British IRS has tried to
crack down on the use of offshore
firms to escape British taxes. In
1981, the government issued a simi-
lar set of proposals that were met
with angry comments from British-
based multinational companies.

“The noise from the multina-
tional companies was pretty loud,"
said the treasury spokesman.

After some of the companies
threatened to leave Britain alto-
gether, the government backed
down.

However, the government may
stick to its guns this year. The De-
partment of Trade, the Bank of En-
gland and the City of London
Fraud Squad are all investigating
the transfer of assets between mul-
tinationals and offshore companies
and the results of these probes
could strengthen the government's
hand in attempting to include regu-
lations on offshore companies this
gk —— I —— U g —

Panel asks

for increase

in cargo rates

By JOHN MILLER
LONDON-British maine un-

derwriters have issued a 14-point
plan to combat recent underwriting
difficulties caused by cargo risks.

The plan is the product of a task
force jointly formed by two major
British insurance groups, the Insti-
tute of London Underwriters and
Lloyd's Underwriters' Assn., to
look into the declining profits in
cargo underwriting.

The report concludes that a glut
of capacity for cargo risks is the
prime cause of the cheap rates and
high losses that have plagued the
line. It also blames some of the
problems on other factors over
which underwriters have little
control, like the current economic
downturn.

The report says that the market
ought to recognize the seriousness
of the problem and take immediate
action to return to sound under-
writing standards.

The main thrust of the report,
which is now being studied by in-
surers, is that underwriters should
immediately raise cargo rates.

Other recommendations in the

report include:

= Underwriters should seek
substantial premium deposits on
cargo policies to gain funds needed
to cover catastrophic claims.

- Standard cargo forms should
be more widely used by insurers.
Also, brokers should not be allowed
to limit insurer's use the standard
30-day cancellation clause in the
policy to the anniversary date only.

< Insurers should not include
war risks in standard cargo cover-
ages. This negates efforts by the
War Risk Rating Committee to
have war risk rates stated separ-
ately from regular marine rates,
the task force said.

+ Brokers should be required to
give additional details about the
potential policyholder when asking
for quotations.

- Binding authority should be
taken away from non-British mar-
keters that are not knowledgeable
about the line.

« Market leaders should keep
Britain's Joint Cargo Committee
informed of any new types of risks
with peculiar characteristics and
should consult with other un-

derwriters when problems arise. .
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Compilation of informational material

CAPTIVES

+ A one-page list of the 13 major
pitfalls to guard against in organiz-
ing an association-owned off-
shore captive reinsurance com-
pany for California workers com-
pensation is available from Chapin
Associates. For a free copy, write 1
in the box on the reader service

coupon.

- An article reprint from The
Geneva Papers on Risk and Insur-
ance provides a broad overview of
the captive movement and is
available from Risk Planning
Group Inc. For a free copy, write 2
in the box on the reader service

coupon.

- An index to the Captive In-
surance Company Reports is
available from the publisher, Risk
Planning Group Inc. For a free
copy, write 3 in the box on the
reader service coupon.

» The advantages of an unbun-
dled approach to captive reinsur
ance programs are explained in
the booklet, "Risk Management
Services Tailored to Meet Your
Needs," by NN Risk Management
Services, a division of Armco In-
surance Group. For a free copy,

write 4 in the box on the reader

service coupon.
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- A pamphlet describing pro-
fessional liability coverage for
lawyers is available from Victor O.
Schinnerer & Co. Inc. For a tree
copy, write 100 in the box on the
reader service coupon.

- The Backer magazine, featur-
ing articles about insurance pro-
ducers, coverages and the spe-
cialty insurance industry in gen-
eral, is published three times yearly
by Interstate National Corp. For a
free copy, write 101 in the box on
the reader service coupon.

« In the 12-page booklet, "Insur-
ance Decisions: Insuring Against
Invisible Crime," INA Corp. re-
views the problem of white-collar
crime and outlines various safe-
guards and precautions. For a free
copy, write 102 in the box on the
reader service coupon.

* Insurance producers, markets
and the wholesale property/casu-
alty brokerage services of George
F. Brown & Sons Inc. are the sub-
jects of a magazine issued three
times a year. For a free copy, write

103 in the box on the reader service

coupon.

= An explanation of boiler and
machinery insurance coverage is
featured in a pamphlet from Com-
mercial Union Insurance. For a
free copy, write 104 in the box on
the reader service coupon.

= A brochure, application and
specimen policy for unfunded
vested liability insurance for an
employer's involuntary with-
drawal from a multiemployer pen-
sion plan is available from NAS
Ltd. For a free copy, write 105 in

the box on the reader service cou-

pon.

- A Business Insurance Per-
spectives reprint on analyzing
claims-made policies is available
from The Wyatt Co. consultants.
For a free copy, write 106 in the
box on the reader service coupon.

= Commercial Union's business
interruption insurance coverage
is described in its brochure "A So-
lution to the Problem.” For a free
copy, write 107 in the box on the
reader service coupon.

- Shand, Morahan & Co. Inc.
describes its unauthorized access
computer crime insurance policy
in a four-page brochure. For a free
copy, write 108 in the box on the
reader service coupon.

= A reprint from Cashflow mag-
azine, "Remarketing Property and
Casualty Insurance," discusses the
how, when, where and why of
shopping for insurance. It's avail-
able free from The Wyatt Co. For a
copy, write 109 in the box on the

reader service coupon.

= Information on legal expense
insurance for small businesses,
including a sample agreement, is
available from NAS Ltd. For a free
copy, write 110 in the box on the
reader service coupon.

« A packet of brochures describ-
ing the various services of MGIC
Indemnity Corp. has been assem-
bled for brokers. For a free copy,

write 111 in the box on the reader

service coupon.

= A booklet describing Fre-
mont Indemnity's insurance ser
vices is available free from the
company. For a copy, write 112 in

the box on the coupon.
Continued on nezt page

Guide to special Info section

This special Info section is presented as a compilation of the cur-
rent informational material available on topics of interest to risk,
employee benefit and financial executives.

The material, available free of charge, is organized under the fol-
lowing headings in this order: captives, commercial property/ca-
saulty insurance, employee benefits, fidelity and surety, financial
services, international, loss control/people, loss control/property,
marine, reinsurance, risk management, self-insurance services and
workers compensation.

To receive any of the free brochures, booklets, pamphlets or fliers
described in this special section, simply indicate the key numbers of
the items you want in the boxes on the reader service coupons
printed throughout the section.

Mail the coupon to Business Insurance, P.O. Box 321, Glenview,
1ll. 60025.

All requests for the free Info material must be received before
March 7.

MARINE INSURANCE
Complete and World -Wise

Whatever your requirements, at home or abroad, we can handle them. With more than a half century
of exclusive marine experience we offer complete facilities for the negotiation and efficient servicing
of every form of marine coverage. Our underwriters are among the top professionals in the field and
their expertise is based on a fundamental knowledge of marine coverage and the ability to apply it to
real business situations. If you have a marine problem you need us.

FO6©o0s [*d] a 5@ow O[Re

Marine underwriters and Managers
156 William Street, New York, N.Y. 10038

Atlanta « Chicago o San Francisco * Los Angeles * Seattle

Tampa o Boston o Dallas o Richmond o Kansas City o Vancouver
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TO OBTAIN INFO DATA USE THIS COUPON

To obtain copies of literature and information about products and services listed in this special Info section,
simply indicate the key numbers for the items you want and mail to

business insurance
P.O. Box 321, Glenview lllinois 60025

Requests will be processed promptly. You must fill out this coupon completely. Do not omit any information.
Please send the following data from the January 10, 1983 issue (insert key number of each item wanted).

Name -fitle
Company

Street
1 City State Zip

Nature of company's business

O Please send Business Insurance subscription information. Please type or print legibly and fill out completely.

Essential you supply complete+nformation.
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Continued from previous page

* NAS Ltd. has published a bro-
chure featuring case histories, ap-
plications and a sample agreement
for tender offer, takeover at-
tempt and proxy contest defense
expense insurance. For a free
copy, write 113 in the box on the
reader service coupon.

« Shand, Morahan & Co. Inc.

offers a brochure describing its

new design professionals policy
for projects that don't live up to ex-
pressed warranties or guarantees.
For a free copy, write 114 in the
box on the reader service coupon.

- "The Advantage Series: A
New Era of Commercial Package
Policies" is a booklet describing
INA/Aetna's new policies for
businessowners. For a free copy,

write 115 in the box on the reader

service coupon.

= A brochure describing Stand,

NO MATTER WHAT YOU SHIP,
EMERY IS THE ONE FOR ALL.
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No matter what size, no matter where
it's going or when it has to be there,
there is one shipping company big
enough to meet all your needs.

EMERY PM. THE ONE YOU NEED
FOR THE NEXTAFTERNOON.

| f time is less critical, Emery RM.
Service delivers door-to-door virtually

41 K "11 Nt. - —
L . «iv (-3 -49

EMERY'S DISCOUNT SYSTEM.
THE ONE YOU NEED FOR
IMMEDIATE SAVINGS.

Emery Worldwide offers a full range

of delivery times-all without weight
restrictions. One call to Emery handles
it all, all over America.

EMERY FIRST FUGHT.
THE ONE YOU NEED
FOR IMMEDIATE DELIVERY.

If it has to be there right away, Emery
First Flight Service gets it there on the
first and fastest plane available. For
your most urgent shipments, there's no
faster Emery service.

EMERY A.1 THE ONE YOU NEED
FOR THE NEXTMORNING.

If time is of the essence, only Emery
A.M. Service schedules delivery
door-to-door o f virtually any size, any
weight shipment to most of America
the next morning.

any size, any weight shipment to most
of America the next business

afternoon-at a savings.

EMERY IIAY 2. THE ONE YOU NEED
WHEN YOU HAVE MORE TIME.

If you have even more time, use Emery
Day 2 Service. Your shipment arrives
dependably before 5 RM. on the second
business day-at a considerable savings!

EMERY'S CONTROLLED
SHIPPING SYSTEM:
BUILT FOR REUABILITY.

From the time your shipment is picked
up until it's delivered on time, it's han-
dled by well-trained Emery personnel
using Emery equipment-Emery
trucks, Emery planes, and our own
Superhub in Dayton, Ohio. It's a system
designed for total reliability.

The more you ship, the more you save
with Emery's Multiple Shipment
Discounts. And best of all, you can
receive these discounts immediately,
without a qualifying time period.

Ship multiple pieces to one con-
signee, and save even more, because
Emery consolidates them on one airbill
and bills you for total shipment weight,
not for each piece weighed separately.

EMERY WORLmII,DE.
THE ONE YOU NEED...
HERE ANDOVER THERE.

In addition to handling all your U.S. ship-
ments, Emery also offers a full selection
of services to meet all your international
and Canadian shipping needs.

For details on all Emery services,
call your local Emery Worldwide office.

EMERY WORLDWIDE

Anysize. Ontime. Forsure. ZI _3=ie i,D

Morahan & Co. Inc.'s D&O, E&O
and other policies for banks is
designed for both buyers and pro-
ducers. For a free copy, write 116 in

the box on the reader service cou-

pon.

* A reprint of "Out of State Li-
censing" for agents, brokers and
insurers, as it appeared in Indepen-
dent Agent magazine, is available
from RIMCO Risk Management.
For a free copy, write 117 in the
box on the reader service coupon.

= Industrial Risk Insurers’
property/casualty services are
described in the free folder, "IRI
and You: Protecting commercial
and industrial resources around the
world." For a free copy, write 118

in the box on the reader service

coupon.

= Need help in evaluating your
risk of a blowout in the oil and
gas industry and selecting your
policy? Send for "Managing the
Risk of a Blowout," a report from
RIMCO Risk Management Inc. For
a free copy, write 119 in the box on
the reader service coupon.

- Shand, Morahan & Co. Inc.
describes its professional liability
for architects & engineers policy
in a four-page brochure. For a free
copy, write 120 in the box on the
reader service coupon.

- An article on risk manage-
ment's approach to loss of mar
ket, which appeared in L'Expan-
sion magazine, is available from
RIMCO Risk Management Inc. For
a free copy, write 121 in the box on
the reader service coupon.

= INA Corp. reviews the topic of
personal liability protection for
business people and professionals
in the booklet, "'80's Outlook: Tak-
ing Personal Liability Risks Apart
to Find New Answers."” For a free
copy, write 122 in the box on the
reader service coupon.

= A brochure describing Shand,
Morahan & Co. Inc.'s E&O policy
for data processing profes-
sionals, is intended for analysts,
consultants and designers. For a
free copy, write 123 in the box on
the reader service coupon.

= INA Corp. explores a range of
risks in doing business overseas,
from expropriation to exchange
rules, in "Insurance Decisions: Un-
settling Risks in Stable Nations."
For a free copy, write 124 in the
box on the reader service coupon.

 Shand, Morahan & Co. Inc.
describes its services for associa-
tion errors & omissions insur-
ance in a four-page brochure. For a
free copy, write 125 in the box on
the reader service coupon.
- "Safepak," an insurance pol-
iey package for the property/casu-
alty risks of financial institu-
tions, is described in "The Prop-
erty and Casualty Lid That Fits"
from Financial Insurance Service
Inc. For a free copy, write 126 in

the box on the reader service cou-

pon.

- A pamphlet describing non-
profit organizations liability in-
surance is available from Victor O.
Schinnerer & Co. Inc. For a free
copy, write 127 in the box on the
reader service coupon.

< A descriptive brochure out-
lines the all-risk property cover
ages available from Interstate In-
surance Group Cos. For a free copy,

write 128 in the box on the reader

service coupon.

< A producer-oriented kit de-
scribes the services of Industrial

Risk Insurers. For a free copy,
write 129 in the box on the reader

Continued on facing page
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service coupon.

» Reprints of "Legal Liability
for Defective Components,”
which appeared in Risk Manage-
ment magazine, are available from
The Wyatt Co. For a free copy,

write 130 in the box on the reader

service coupon.

« A Shand, Morahan & Co. Inc.
brochure describing the company's
professional and constructors
E&O liability insurance services is
available free from the company.
For a copy, write 131 in the box on
the reader service coupon.

- A free quarterly newsletter
from Victor O. Schinnerer & Co.
Inc., VOSCOPE, contains updates
on the company's newest products
and services for agents and bro-
kers. For a free copy, write 132 in
the box on the reader service cou-

pon.

= Hairdressers Agency Inc.
offers a brochure on beauty salon
malpractice liability. For a free
copy, write 133 in the box on the
reader service coupon.

» Real estate agent E&O cov-
erage is described in a brochure
from Victor O. Schinnerer & Co.
Inc. For a free copy, write 134 in
the box on the reader service cou-

pon.

= Two brochures from Zurich-
American Insurance Cos. describe
the company's concept of under-
writing authority. For a free
copy, write 135 in the box on the
reader service coupon.

- A description of the
CNAY/Victor O. Schinnerer & Co.
Inc. architects/engineers profes-

sional liability program is de-
scribed in a folder of brochures.

For a free copy, write 136 in the
box on the reader service coupon.

= "What To Do After a Loss" is a
booklet from Marsh & McLennan
Inc. suggesting ways to settle
claims quickly. For a free copy,
write 137 in the box on the reader

service coupon.

+ A pamphlet describing Victor
O. Schinnerer & Co. Inc.'s con-
struction project professional li-
ability program for architects and
engineers is available from the
company. For a free copy, write 138
in the box on the reader service

coupon.

- A comprehensive property
policy from Philadelphia Manu-
facturers Mutual Insurance Co. is
described in a company brochure.
For a free copy, write 139 in the
box on the reader service coupon.

- A pamphlet describing Victor
0. Schinnerer & Co. Inc.'s profes-
sional liability coverage for de-
signing/building firms is avail-
able from the company. For a free
copy, write 140 in the box on the
reader service coupon.

* North Star Casualty Services
Inc. has assembled a folder describ-
ing the company's casualty, work-
ers compensation and liability
services. For a free copy, write 141
in the box on the reader service

coupon.

« A pamphlet outlining excess
liability coverage for hospitals is
available from Victor O. Schin-

nerer & Co. Inc. For a free copy,
write 142 in the box on the reader

service coupon.

* INA Corp. examines lawsuits
against professional and busi-
ness people in the booklet "Insur-
ance Decisions: The Liabilities of
Success." For a free copy, write 143
in the box on the reader service

coupon.

- A flier describing consumer
credit compliance insurance for
banks and savings and loans ser-
vices is available from Victor O.
Schinnerer & Co. Inc. For a free
copy, write 144 in the box on the
reader service coupon.

- "If Oil Fields Always Kept
Their Promise, You Wouldn't Need
Oil Production Insurance," is a
pamphlet from American Interna-
tional Group on protection for in-
vestors and developers in oil
fields exploration. For a free
copy, write 145 in the box on the

reader service coupon.

= A booklet describing the ser
vice capabilities of the merged
companies, Armco Insurance and
NN Corp., "The New Armeo Insur-
ance Group," is available from
Armco Insurance Group. For a free
copy, write 146 in the box on the

reader service coupon.
Continued on next page
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here) Surface Mail. By Air.
UsA 0 $40

Canada U $54 [3 $90
Bermuda (Air on49 O $85
Europe/Middle East (Air only) 0 $75

All other foreign El $54

El new subscription. El renewal. ['IJpayment enclosed.
El bill me. O bill company.

Rates on request.

(please print)

title

company

natureof business

O business or O home address

city state/country zip/postal code

0 Please send information on your special 25%-off group rate
for five or more subscriptions.

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

Mail to: Business Insurance
Circulation Dept. 740 Rush Street Chicago, IL 60611

Wth allthe attention
' wepayourdients,
itknowonderthey pay
. less forinsurance

Tn a service business like insurance,
it's not the amount oftime you

fL spend withyo
spend the time.

At Dale & Company; we know our
clients have particular risks that need
fast, efficient solutions to reduce their
premiums.That's why we're sopartic-
ular about the people we put to work
for you. From account managers and
engineers, to the person who will best
present your needs to insurance

companies, we

to your requirements.
That's because we always make a
practice ofhiring some ofthe

brightest, most

in the industry And keeping

them. Attention

dedication to excellence are the main-

stays of our firm. There are no half-
milers at Dale & Company: We go the
distance for you every time.

It is said you can always tell a
broker by its client list. One look at ours
will tell you we're one of the most
diversified: testimony to our multi-

talented staff. No problem is too big or
too small for them to handle. And

ur clients, it's how you

you can always rely on our experience.
We've been saving insurance dollars
match the right people  sin€e 1851.
So look for us ifyou're looking to
lower your premiums.We've got
offices right across Canada you
can call. We're Dale & Company:

The largest, solely Canadian-
owned broker in the business.

innovative people 4 -

to detail, and

Dale&Company Limited

Insurance Biokers

Offices at: St.Johnt-ComerBrook-Grand Falls-Halgax-Montreal-Ottawa-Toronto

Hamilton-London-Windsor-Winnipeg-Cagary-Edmonton-Vancouver
Head Office: Box 18, Toronto-Dominion Centre, Toronto, Ontario MSK 182.

Telephone: (416) 366-4645
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TO OBTAIN INFO DATA-USE THIS COUPON

' To obtain copies of literature and information about products and services listed in this special Info section,

simply indicate the key numbers for the items you want and mail to

business insurance
P.O. Box 321, Glenview lllinois 60025

Requests will be processed promptly. You must fill out this coupon completely. Do not omit any information.
Please send the following data from the January 10, 1983 issue (insert key number of each item wanted).
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1 m Please send Business Insurance subscription information.
Essential you supply complete-information.

NOTE: THIS COUPON WILL NOT BE SERVICED AFTER MARCH 7,1983
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S STINA

A122.IrCE=1L

f INSURANCE

/ILELE1 o
ml. 1

11111 _._

letely. 1

-——=

Howdoyouchoose
aspecia_risc
mai*ting fimf?

1 rice, service, reputation, security
and quality are all primary consider-
ations. However, today's fiercely com-
petitive business climate has forced
producers to demand more meaningful
and measurable results from their spe-
cial risk broker-and rightfully so.
That's why wisdom rests in selecting a
firm that consistently gives you your
money's worth-AVRECO to be exact!

As one of America's largest and most

successful special risk marketing firms,
we have enjoyed long and rewarding

AVRECO

relationships with our agents and
brokers. We excel in providing p.ro-
fessional producers with the finest
service and facilities for their business.
We also offer innovative programs with
the underwriting talent and creativity
necessary to solve the most difficult
and complex coverage problems.

And, AVRECO comes highly recom-
mended. We place coverage for more
than 100 of"Fortune's 500" companies
-some of the largest industrial
operations in the country.

Why settle for less when AVRECO
can give you more? Call us today.

Continued from previous page

= A brochure describing D&O0O
liability insurance services is
available from Victor O. Schin-
nerer & Co. Inc. For a free copy,

write 147 in the box on the reader

service coupon.

= A brochure, application and
specimen policy for named perils

, legal expense insurance for small
| companies is available from NAS

Ltd. For a free copy, write 148 in
the box on the reader service cou-

pon.

— 1 O===—rTT

- A brochure from Time Insur-
ance Co. describes the comfany's
group life, health and disability
insurance for two to 15 emplor
ees. For a free copy, write 200 in
the box on the reader service cou-

pon.

AVRECO, Inc.

PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street « Chicago, lll. 60606

1-312/663-1500 -

Telex 02-53553 -

Cable AVRECO

« A catalog of Certified Em-
ployee Benefit Specialist courses
is offered by the International
Foundation of Employee Benefit
Plans and the Wharton School of
the University of Pennsylvania.
For a free copy, write 201 in the
box on the reader service coupon.

- Swiss International Services
Inc. has published a 35-page book-
let on European and U.S. govern-
mental and social policies re-
garding retirement, "Social Pol-
icy and Retirement Age." For a
free copy, write 202 in the box on
the reader service coupon.

= Time Insurance Co. describes
its short-term basic hospital plan
for interim protection in a com-
pany booklet. For a free copy, write

203 in the box on the reader service

coupon.

- Admar Corp. outlines its
health delivery system for the
state of California in the booklet,
"Med Network." For a free copy,

write 204 in the box on the reader

service coupon.

= Time Insurance Co. describes
its Hit-10 Keogh retirement plan
services for single owners or part-
nerships in a pamphlet. For a free
copy, write 205 in the box on the
reader service coupon.

* ISI| Corp. describes its per-
sonal excess liability services in a
company brochure. For a free copy,
write 206 in the box on the reader

service coupon.

- Matched portfolios as an in-
vestment vehicle for pension funds
are discussed in a newsletter from
consultants Kwasha Lipton. For a
free copy, write 207 in the box on
the reader service coupon.

= Two brochures from Time In-
surance Co. explain Individual
Retirement Accounts and how to
arrange one through an insurer.
For a free copy, write 208 in the
box on the reader service coupon.

- The bimonthly PCC/Drug
Data Systems Inc. PCC Newslet-
ter covers employee benefits issues
from health to workers compensa-
tion. For a free copy, write 209 in
the box on the reader service cou-

pon.

- A brochure from New En-
gland Mutual Life Insurance Co.
describes the company's prescrip-
tion drug plan services. For a free
copy, write 210 in the box on the
reader service coupon.

- A Time Insurance Co. bro-
chure describes the company's var-
ious employee health andilivnbil-
ity coverages. For a free copy,
write 211 in the box on the reader

service coupon.

« Kwasha Lipton offers a pam-
phlet for employee benefit special-
ists on how to communicate bad
news to employees. For a free
copy, write 212 in the box on the
reader service coupon.

- Evaluating claims to cut
health care costs and related ser-
vices are described in a PCC/Drug
Data Systems Inc. brochure. For a
free copy, write 213 in the box on
the reader service coupon.

= A brochure from New En-
gland Mutual Life Insurance Co.
describes the company's dental
care services. For a free copy,
write 214 in the box on the reader

service coupon.

» A home study course for the
CLU designation is described in a
pamphlet by Insurance Achieve-
ment Inc. For a free copy, write 215
in the box on the reader service
coupon.

Continued on facing page
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- A paper from Hyatt Legal
Services explains its prepaid
legal services as an employee ben-
efit. For a free copy, write 216 in
the box on the reader service cou-

pon.

- A brochure from New En-
gland Mutual Life Insurance Co.
describes the company's services
for outpatient incentive benefits.
For a free copy, write 217 in the
box on the reader service coupon.

* Information on group dental
benefit services is available from

Delta Dental Plans Assn. For a free

copy, write 218 in the box on the
reader service coupon.

- Kwasha Lipton is offering a
newsletter on flexible benefits.

For a free copy, write 219 in the
box on the reader service coupon.

= A question-and-answer bro-
chure from Legaline Inc. outlines
the company's prepaid legal ser-
vices. For a free copy, write 220 in
the box on the reader service cou-

pon.

* Information describing spe-
cialized document retrieval ser
vices at the U.S. Department Of
Labor for employee benefit or
labor union reports is available
from Insurance Research Inc. For a
free copy, write 221 in the box on
the reader service coupon.

» A Kwasha Lipton newsletter
explains final average-pay pen-
sion plans. For a free copy, write
222 in the box on the reader service

coupon.

- A brochure from New En-
gland Mutual Life Insurance Co.
describes its vision care services.
For a free copy, write 223 in the
box on the reader service coupon.

- Key dates for Chartered Life
Underwriters are noted on a
three-year pocket calendar from
Insurance Achievement Inc. For a
free copy, write 224 in the box on
the reader service coupon.

- A set of paycheck stuffers
from General American Life In-

surance Co. emphasizes cost-con-
tainment features of the com-
pany's medical plans. For a free
copy, write 225 in the box on the
reader service coupon.

* Prescription drug coverage
is described in a brochure from
New England Mutual Life Insur-
ance Co. For a free copy, write 226
the box on the reader service

coupon.

« Group insurance for two to
nine employees is described along
with schedules and plan options, in
a brochure from General American
Life Insurance Co. For a free copy,
write 227 in the box on the reader

service coupon.

- A pamphlet on IRAs is avail-
able from Time Insurance Co. For a
free copy, write 228 in the box on
the reader service coupon.

- General American Life Insur-
ance Co.'s IRA option for quali-
fied plans is described in a com-

pany brochure. For a free copy,
write 229 in the box on the reader

service coupon.

- Benefacts Inc. describes a low-
cost personalized benefit state-
ments plan for companies with 25

to 200 employees. For a free copy,
write 230 in the box on the reader

service coupon.

- A brochure from New En-
gland Mutual Life Insurance Co.
describes the company's compre-
hensive major medical plan. For
a free copy, write 231 in the box on
the reader service coupon.
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- A newsletter from consultant
Kwasha Lipton discusses re-exa-
mining your retirement pro-

e Box on the reader servica cou. LP CRAVENS, DARGAN & COMPANY
1/"4 PACIFIC COAST

* The 1982 survey of hospital
daily service charges is an annual

report by Equitable Life Assurance MARKETS FOR:
Society. Room charges by hospitals
n tat nd national aver r
and state and national averages are AVIATION, SPECIAL RISKS PROPERTY, LUMBER,
included. For a free copy, write 233
in the box on the reader service EXCESS & SU RPLUS, OlL, OCEAN MARINE
coupon. PHOENIX NEW YORK
HOME OFFICE . 2001 Marcus Avenue. Suite E 235

- A brochure from New En- 350 CALIFORNIA STREET, SUITE 1600 5251 N. 16th, Suite 400 Lak6é Success
gland Mutual Life Insurance Co. SAN FRANCISCO, CA 94104 (602) 264-9785 (516) 328-6040
describes the company's group life (415) 622-7700 SEATTLE ) ATLANTA

I E f N 234 i Peoples Nat'l Bank Bldg., Suite 810 211 Perimeter Center Parkway, Suite 550
plans. For a free copy, write 234 in (206) 223-9383 (404) 393-0640
the box on the reader service cou- BRANCH OFFICES SPOKANE
pon. SAN FRANCISCO Washington Trust Building, Suite 1020 CHIGAGO
555 California Street, Suite 2940 W. 717 Sprague Street 101 N. ‘(’g?;‘;:rsgfgﬁg“e 1300
. 415) 622-7600 . "~
- Consultant Kwasha Lipton I(_OS)ANGELES (509) 838-4450
3 PORTLAND HONOLULU

Offers. 2 bOOklgt comparng 3580 Wilshire Blvd., 14th Fir. 200 Market Building, Suite 750 1510 Pioneer Plaza
today's benefit statements (213) 739-0555 (508) 295.2537 (808) 521-5031

Continued on next page

WHERE IS GREENWOOD, INDIANA?

The Leading Agents, Brokers and Administrators Know!

Why? Because of our diverse, competitive and expanding portfolio of
products and services.
| EMPLOYEE BENEFITS DIVISION
Aggregate Stop Loss/Specific Stop Loss/ Group Life & AD&D

ISPECIAL RISKS DIVISION

Personal Accident & Sickness/Substandard Disability/
Catastrophic Disability

IIREINSURANCE INTERMEDIARY FACILITIES

Automatic/Facultative

BROUGHER AGENCY, INC.

Lloyd's, London, Correspondent
P.O. Box BAI

Greenwood, Indiana 46142
(317) 535-8212/TWX 8102602230

Branch Locations: Philadelphia, PA /

Washington, D.C./ Cincinnati, OH /

Beverly Hills, CA / London, England /
St. Petersburg, FL / Waterloo, |IA
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Continued from previous page
with those of the sixties and early
seventies. For a free copy, write 235

in the box on the reader service

coupon.

- A brochure from New En-
gland Mutual Life Insurance Co.
describes the company's wrap-
around major medical coverage.
For a free copy, write 236 in the

, box on the reader service coupon.

- A health appraisal system
for employee wellness is outlined

in "Pulse," a brochure on this Lin-
coln National Life Insurance Co.

benefit program. For a free copy,

1 write 237 in the box on the reader

service coupon.

- The rehabilitation services

c of Northwestern National Life In-

surance Co. are described in a com-

pany brochure. For a free copy,
write 238 in the box on the reader

service coupon.

= A brochure describing Lin-
coln National Life Insurance Co.'s

post-retirement benefits funding
program is available free. For a
free copy, write 239 in the box on
the reader service coupon.

= A Massachusetts Mutual Life
Insurance Co. booklet describes its
cost-containment program for

health care. For a free copy, write
240 in the box on the reader service

coupon.

= Lincoln National Life Insur-

ance Co.'s brochure describes the
company's payroll-deduction
group insurance plan. For a free
copy, write 241 in the box on the
reader service coupon.

= A booklet on the national em-
ployee assistance program stan-
dards for alcohol and drug rehabili-
tation and other programs is,avail-
able from Crawford & Co. For a
free copy, write 242 in the box on
the reader service coupon.

 Your Health and Fitness, a
magazine from Curriculum Inno-
vations Inc., can be personalized
with a company name and distrib-
uted to increase employee health
awareness. For a free copy, write

243 in the box on the reader service

coupon.

= A brochure from Lincoln Na-
tional Life Insurance Co. describes
its stop-loss program for health
care cost containment. For a free
copy, write 244 in the box on the
reader service coupon.

= One solution to high benefits
premiums is a high-dollar deduct-
ible, and Lincoln National Life In-
surance Co. describes its plan in a
brochure. For a free copy, write 245

in the box on the reader service

coupon.

- A descriptive booklet on ERI-
SCO Inc.'s claims-processing sys-
tem is available free. For a free
copy, write 246 in the box on the
reader service coupon.

4th Annual

Petroleum

- e got

Insurance Conference

March 2-4, 1983

Sheraton Hotel

= A description of the Vision
Service Plan program is available
free. For a free copy, write 247 in
the box on the reader service cou-

pon.

- The employee cost-sharing
method of reducing health care
costs is discussed in a brochure
from Lincoln National Life Insur-
ance Co. For a free copy, write 248

in the box on the reader service

coupon.

« A Meidinger Inc. brochure de-
scribes the company's 401(k) plan
services. For a free copy, write 249

in the box on the reader service

coupon.

= A brochure from Lincoln Na-
tional Life Insurance Co. describes
how the company's electronic
claims handling services can
work for you. For a free copy,

write 250 in the box on the reader

service coupon.

- A folder of information on re-
tired lives reserve plans and In-
ternal Revenue Service rulings on
this type of plan is available from
Fireman's Fund American Life In-
surance Co. For a free copy, write

251 in the box on the reader service

coupon.

« Compensation planning in a
recession is the topic of a brochure
for human resource personnel from
Meidinger Inc. For a free copy,

write 252 in the box on the reader

service coupon.

New Orleans, Louisiana

Learning better ways to protect the
property, people, investments and future
of the oil & gas industry.

For: Operators, Producers, Service Contractors, Agents,

Brokers, Risk Managers and serious Industry Investors.

Twenty-Three Major Topics, Including: Anatomy of a

Blowout; Control of Well Coverage; Maritime Exposures;
Care, Custody, Control; Umbrella and General Liability;
Cash Flow Plans; Machinery and Equipment Exposure;

Risk Management Administration.

Special Feature: Suggested Learning Tracks developed by
the PIC '83 Advisory Board to help you make the most
of your time and effort. Attendance guidelines for all sessions:
Which are basic, which are advanced, what's the focus

of each.

For more information, call:
PD1 Conference Center
Toll-Free Outside Texas 1

In Texas 1-817-565-3344

D/FW Metro 267-5671

Presented by

RIMCO Risk Management of Dallas

-800-433-5676 and

Professional Development Institute

of North Texas State University

= A Lincoln National Life In-
surance Co. brochure on shared
funding for group health plans
describes the company's cash-flow
plan. For a free copy, write 253 in

the box on the reader service cou-

pon.

- A brochure outlines Mei-
dinger s pension funding ser
vices. For a free copy, write 254 in

the box on the reader service cou-

pon.

» Heart Risk Book, a 116-page
paperback from Boston Univer-
sity's Cardiovascular Institute, has
guidelines on reducing heatt dis-
ease risks and healthcare costs. It's
offered free by John Hancock Mu-
tual Life Insurance Co. For a copy,

write 255 in the box on the reader

service coupon.

= Information on PAID Prescrip-
tions' vision claims processing
services is available. For a free
copy, write 256 in the box on the
reader service coupon.

- A newsletter, WellTimes,
deals with health and fitness
issues. A free copy is available from
the Life Extension Institute. For a
copy, write 257 in the box on the
reader service coupon.

- A brochure from PAID Pre-
scriptions describes their prescrip-
tion drug processing services.
For a free copy, write 258 in

the box on the reader service cou-

pon.

= No-frills cafeteria benefits
are described in a Risk Planning
Group Inc. brochure. For a free
copy, write 259 in the box on the
reader service coupon.

= Lincoln National Life Insur-
ance Co.'s dental program, Denta-
1Aid, is described in a company
brochure. For a free copy, write 260

in the box on the reader service

coupon.

« A payroll-deduction savings
plan that supplements retirement
programs is described in a brochure
from Fireman's Fund American
Life Insurance Co. For a free copy,

write 261 in the box on the reader

service coupon.

FmnITY & SORETY

+ A description of financial in-
stitutions services, including
E&O, blanket bonds and other ser-
vices, is available from Rollins
Burdick Hunter in associaticn with

Rollins Wrightson Co. For a free

copy, write 300 in the box on the
reader service coupon.

= A booklet describing how
limited partnerships can avoid
lengthy procedures to obtain let-
ters of credit is available from Na-
tional Union Fire Insurance Co., a
subsidiary of American Interna-
tional Group Inc. For a free copy,

write 301 in the box ori the reader

service coupon.

FINANCIAL SERVICES

= Two brochures from CUPAC
Inc. discuss the company's finan-
cial services. For a free copy,
write 400 in the box on the reader

service coupon.

- A folder describing Citibank's
financial services for captives is
available. For a free copy, write 401

in the box on the reader service

coupon.

- A booklet from Kidder, Pea-
body & Co. outlines the company's
structured settlement, or periodic
payment services, to avoid costly
litigation. For a free copy, write 402

in the box on the reader service

coupon.

< A booklet on letters of credit,
defining terms and giving exam-
ples, is available from Citibank.
For a free copy, write 403 in the
box on the reader service coupon.

< IAA Trust Co. briefly sum-
marizes the 1982 TEFRA provi-
sions affecting tax-qualified retire-
ment plans in an 11-page report.
For a free copy, write 404 in the
box on the reader service coupon.

* Investment services for cap-
tives are described in a report from
Citibank. For a free copy, write 405

in the box on the reader service

coupon.

= A booklet designed to assist in
the evaluation of 401(k) plans is
available from IDS Trust Co. For a
free copy, write 406 in the box on
the reader service coupon.
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- H.M. Bates Insurance Pty.
Ltd., an Australian insurance bro-
ker, publishes a quarterly newslet-
ter on the Australian insurance
marketplace. For a free copy,
write 500 in the box on the reader
service coupon.

Continued on facing page

REINSURANCE

PROPERTY

Excess of Loss & Pro Rata

Treaty and Facultat.ve

CASUALTY

Excess of Loss

Treaty and Facultative

Dominion Insurance Company of America

A strength in the United States market

127 John Street, New York, N.Y. 10038
Telephone: (212) 635-2700 TWX: 710-581-3981
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- Multinational experience rat-
ings of employee benefit pro-
grams are described in detail in
Swiss International Services Inc.'s
27-page booklet. For a free copy,
write 501 in the box on the reader

service coupon.

= A checklist and discussion of
fire risks abroad, including the
limitation of the British F.O.C.
property form, is available from
AFIA Worldwide Insurance. For a
free copy, write 502 in the box on
the reader service coupon.

* A report from The Roanoke
Cos. explores the subject of duty
insurance for importers. For a
free copy, write 503 in the box on
the reader service coupon.

- AFIA Worldwide Insurance
has available a brochure discussing
international surety bonds. For a
free copy, write 504 in the box on
the reader service coupon.

- "A Forecast of Risk in 72
Countries" is a 35-page overview of
major risk factors in various na-
tions, compiled by Frost & Sulli-
van Inc. For a free copy, write 505

in the box on the reader service

coupon.

- A booklet from AFIA World-
wide Insurance provides an update
on recent occurrences and litiga-
tion affecting overseas product li-
ability. For a free copy, write 506
in the box on the reader service

coupon.

= Insurance for worldwide op-
erations from AFIA Worldwide
Insurance is. described in a com-
pany brochure. For a free copy,
write 507 in the box on the reader

sei vice coupon.

* How the West German pen-
sion system affects the relation-
ship between a German subsidiary
and its U.S. parent company is de-
scribed in a booklet from Kwasha
Lipton. For a copy, write 508 in the
box on the reader service coupon.

- American International
Group explains pooling multina-
tional employee benefit con-
tracts and describes its services in
a brochure. For a free copy, write
509 in the box on the reader service

coupon.

= Al list of more than 650 inter
national insurance and reinsur
ance companies has been com-
piled by International Insurance
Financial Service. For a free copy,
write 510 in the box on the reader

service coupon.

= The Rollins Burdick Hunter
international risk services are
described in a company brochure.
For a free copy, write 511 in the
box on the reader service coupon.

« For companies sending em-
ployees overseas, American Inter-
national Group Cos. is offering
"AlG Global Emergency Services,"
a folder of information on insur-
ance coverage for traveling execu-
tives. For a free copy, write 512 in
the box on the reader service cou-

pon.

LOSS CONTROL/EOPLE

- A checklist for cursory evalu-
ation of a smaller organization's
basic safety program, formulated
by the International Safety Rating
System, is available free from the
International Loss Control Insti-
tute. For a copy, write 600 in the
box on the reader service coupon.

« The Clayton Newsletter, from
Clayton Environmental Consul-
tants Inc., is designed to promote

understanding of environmental
risks and solutions to control
them. Information is included on
air, water and hazardous waste and
laboratory techniques and other
topics. For a free copy, write 601 in

the box on the reader service cou-

pon.

* Reed Stenhouse Cos. has pub-
lished the third edition of an illus-
trated booklet containing safety
tips for helicopters. For a free
copy, write 602 in the box on the
reader service coupon.

- A new book on safety pro-
grams for fishing vessels dis-
cusses planning and executing
safety procedures for commercial
fishermen. The Texas A&M publi-
cation contains illustrations, sample
forms and checklists. For a free
copy, write 603 in the box on the
reader service coupon.

= A brochure describing an au-

diovisual program that educates
employees on prevention and
treatment of back pain is avail-
able from Gates, McDonald & Co.
For a free copy, write 604 in the
box on the reader service coupon.

= A brochure describing the oc-
cupational health and safety ser
vices of Neilson Associates Inc. is
available. For a free copy, write 605

in the box on the reader service

coupon.

- Loss prevention for the self-
insured is a brochure describing
the consulting work of St. Paul
Risk Services Inc. For a free copy,

write 606 in the box on the reader

service coupon.

= The Blue Book describes the
consulting services of Neilson Asso-
ciates Inc. for occupational medi-
cine, industrial hygiene and re-

lated disciplines. For a free copy,
write 607 in the box on the reader
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service coupon.

- A free paper outlining the
procedures for handling and
storing acid containers is avail-
able from Reed Stenhouse. The
paper concentrates on safety mea-
sures concerning California haz-
frdous waste laws. For a free copy,

write 608 in the box on the reader

service coupon.

* Your Health & Fitness: Safety
Edition is a magazine issued six
times yearly from Curriculum In-
novations Inc. that can be distrib-
uted to increase employee health
awareness. For a free copy, write

609 in the box on the reader service

coupon.

= A free booklet from Crawford
& Co. outlines services that need to
be conducted in evaluating a total
safety effort. For a free copy,

write 610 in the box on the reader

service coupon.

6 with CAS, you can save some really big dollars,

says Dr. George E. Mueller,
Chairman and President, System Development Corporation.

AA "Your saving starts at better than 30%-
Il and keeps climbing! That's when you use
CAS, our Claims Administration System, to process your

own health claims. With 5000 or more employees, CAS
costs at least 30% less than you'd pay an outside firm.

'This immediate savings mounts rapidly

because your CAS cost stays flat for the contract's life.
Despite inflation. Despite soaring administrative costs.

Your present staff can probably handle all claims.

Settlement time drops to minutes-while you save

important money.

"Discover why over 40 major organizations have

switched to CAS."

= A brochure describing a prod-
uct designed to help manage vehi-
cle operating costs is available
free from Efficient Driving Sys-
tems. For a fre.e copy, write 611 in

the box on the reader service cou-

pon.

« Customized programs for pro-
tecting executives and their fam-
ilies are outlined in the free VWack-

enhut Corp. pamphlet, "Programs
for Executive Protection & Crisis

Management.”"” For a free copy,
write 612 in the box on the reader

service coupon.

Loss eolmmnop=Ty

= "Loss Control: The Other Side

of Risk Management" explains the
loss-control services of ESIS Inc.
For a copy, write 700 in the box on

Continued on net page

1 For full information, clip coupon to your letterhead or business 1
1 card and mail to the nearest CAS office. Or call direct. 1
1 To: System Development Corporation (Claims Administration System) 1
1+ 2500 Colorado Avenue, Santa Monica, CA 90406 (213) 820-4111 1
1 » 474 Fulton Avenue, Hempstead, NY 11550 (516) 483-6761 1
1+ 2311 W. 22nd Street Suite 209, Oakbrook, IL 60521 (312) 789-2777 1
- 13001 Eckles Road, Plymouth, M| 48170 (313) 455-8700 1
1 Please send me details of the CAS technique of automating medical 1
1 and dental claims administration for large organizations. 1

—
1 NAME
—

TITLE
-

System Development Corporation

I——
I——
MAIL STOP
C i
8101/3

—————————— -1
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TO O =k /,IN INFO DATA-USE THIS COUPON

To obtain copies of literature and information about pricucts anc services listed in this special Info section,
simply indicate the key numbers for the items you want anc rlail to

business insurance
P.O. Box 321, Glenview lllinois 60025

Requests will be processed promptly. You must fill oul this coupon completely. Do not cnit any informaticn
Please send the following cata Irom the January 10,1983 issue (insert key number of each item waned).
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the reader service coupon.

= A technical brochure deserib-
ing a fire-suppression system for
restaurants and institutional
kitchens is available from Ansul
F.re Protection. For a free copy,
write 7C 1 in the box on the reader

service coupon.

= Industrial Risk Insurers de-

scribes their management pro-
gram for loss prevention, "Over-
view," in a four-page brochure. For
a free copy, write 702 in the box on

the reader service coupon.

= A fire-protection system for
highly valuable items, like com-

p uters and printing presses, is de-
scribed in "When a Fire is Abso-

lutely Unthinkable," from Fenwal

.ne. For a free copy, write 703 in
:he box on the reader service cou-

U,on.

- The Wackenhut Corp.'s loss-
prevention services are described
in a company brochure. For a free
copy, write 704 in the box on the
reader service coupon.

- "Meeting the Challenge" is a
booklet describing restoration
techniques used after catastro-
phes, like fire, from Blackmon-
Mooring. For a free copy, write 705

in the box on the reader service

coupon.

- A one-page bulletin from
Ansul Fire Protection explains the
hazards of mixing dry chemical
extinguishing agents in the same
fire extinguisher. For a free copy,

write 706 in the box on the reader

service coupon.

= A brochure is available de-

scribing the services of Clarence M.
Kelly & Associates, specialists in

white-collar crime and arson in-

vestigation. For a free copy, write
707 in the box on the reader service

coupon.

- Atwater MeMillian Inc. de-

scribes its hazardous waste site
services in the "Closure/Post-Clo-
sure Insurance,”" pamphlet. For a
free copy, write 708 in the box on
the reader service coupon.

= A high-speed explosion sup-
pression system is described in a
brochure from Fenwal Inc. For a
free copy, write 709 in the box on
the reader service coupon.

= Ansul Fire Protection offers a

detailed guide to industrial fire
protection. For a free copy, write

710 in the box on the reader service

coupon.

- "U.S. Advisory," a quarterly

newsletter directed to the insur-
ance industry, describes the various
services of Underwriters Sal-
vage Co. For a free copy, write 711

in the box on the reader service

coupon.

- A description of a surveil-
lance/protection system from
Video Tee Inc. is found in its "Visi-
gard" booklet. For a free copy,

write 712 in the box on the reader

service coupon.

= The loss-control services of-
fered by American International
Group are explained in the folder,
"Why Our Consultants Don't Win
Popularity Contests." For a free
copy, write 713 in the box on the
reader service coupon.

= A brochure outlining their
loss-prevention engineering ser
vices is available from Ken Buhler
Associates Inc. For a free copy,

write 714 in the box on the reader

service coupon.

« A booklet of specifications and
descriptions on the Chemetron
Halon 1301 fire-extinguishing
and suppressing systems is avail-
able from Chemetron Fire Systems.
For a free copy, write 715 in the
box on the reader service coupon.

NARINE

- Wormald Fire Systems offers
a set of booklets technically de-
scribing fire-protection systems
for marine facilities. For a free
copy, write 750 in the box on the
reader service coupon.

- Commercial Union Insurance
Cos.' cargo insurance brochure

describes the company's marine
services. For a free copy, write 751
in the box on the reader service

coupon.

« Continental Underwriters,
specializing in marine insurance,
offers a brochure on their services.

Continued on facing page
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For a free copy, write 752 in the
box on the reader service coupon.

- A booklet on the basics of
compiling and documenting
claims on cargo losses is available
from The Atlantic Cos. For a free
copy, write 753 in the box on the
reader service coupon.

= AFIA Worldwide Insurance's
brochure on international marine
cargo insurance describes its
overseas claims and property re-
covery facilities. For a free copy,

write 754 in the box on the reader

service coupon.

11=111.

= An illustrated booklet de-
scribes Mead Reinsurance Corp.
services. For a free copy, write 760

in the box on the reader service

coupon.

RISI IANAGEIENT

= Environmental consultants
Fred C. Hart Associates Inc. has as-
sembled an environmental liabil-
ity management guide for risk
managers. For a free copy, write

765 in the box on the reader service

coupon.

- The Schirmer Engineering
Corp. Code newsletter helps the
reader to keep current on building
code activity, with emphasis on
fire-protection provisions. For a
free copy, write 766 in the box on
the reader service coupon.

- A sample issue of Smart's
health and safety newsletter for
public agencies, covering such
topics as loss control, statistics and
safety checklists, is available free.
For a free copy, write 767 in the

box on the reader service cou-

pon.

- Johnson & Higgins of Penn-
sylvania offers a 12-page hospital
risk management brochure. For a
free copy, write 768 in the box on
the reader service coupon.

= Two reprints from Business
Insurance on understanding insur
ance clauses in leases are avail-
able from AuditRate Inc. For a free
copy, write 769 in the box on the
reader service coupon.

= Carmel Industrial Health has
designed a detailed flow chart with
accompanying text explaining
OSHA regulations on flamma-
ble/combustible liquid handling
and storage. For a free copy, write

770 in the box on the reader service

coupon.

- Risk management consult-
ing services from Finaiicial Insur-
ance Service Inc. are described in a
company brochure. For a free copy,

write 771 in the box on the reader

service coupon.

= A calendar highlighting key
dates for CPCUs is available from
Insurance Achievement Inc. For a
free copy, write 772 in the box on
the reader service coupon.

- IRM Associates Ltd.'s bro-
chure details careers in risk man-
agement, emphasizing entry re-
quirements, advancement and
growth. For a free copy, write 773

in the box on the reader service

coupon.

« Reprinted from Risk Manage-
ment magazine, an article on em-
ployee discrimination suits from
The Wyatt Co. discusses the types
of coverage available, including in-
dependent programs. For a free
copy, write 774 in the box on the

reader service coupon.

= Environmental health consul-
tants Carnow, Conibear & Associ-
ates Ltd. have published a paper
discussing OSHA health standards
that require employee training
programs. For a free copy, write

775 in the box on the reader service

coupon.

= Quantitative risk manage-
ment techniques, in relation to
cash flow and loss control, are de-
scribed in a brochure from Repub-
lic Hogg Robinson Inc. For a free
copy, write 776 in the box on the
reader service coupon.

» A Wyatt Co. consultant gives
tips on purchasing D&O insur
ance in a six-page report. For a
free copy, write 777 in the box on
the reader service coupon.

- A brochure describing the
consulting services of The Wyatt

Co. is available. For a free copy,
write 778 in the box on the reader

service coupon.

*RIMCO Risk Management
offers a paper for financial offi-
cers with risk management re-
sponsibilities who have limited
backgrounds in risk management.
For a free copy, write 779 in the
box on the reader service coupon.

- A flier describing a home
study course for certificate of
general insurance is available
from Insurance Achievement Inc.
For a free copy, write 780 in the
box on the reader service coupon.

- A brochure describing the
risk management services of
Fortune & Co./Risk Managers Inc.
is available. For a free copy, write

781 in the box on the reader service

coupon.

= A booklet from St. Paul Risk
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Services describes its alternatives
to traditional insurance pro-
grams. For a free copy, write 782

in the box on the reader service

coupon.

= Andrews Publications Inc. has
available a brochure describing its
¥arious litigation newsletters.
For a free copy, write 783 in the
box on the reader service coupon.

- The Wyatt Co. describes its
risk management review services
in a brochure. For a free COPY,

write 784 in the box on the reader.

service coupon.

= A reprint from Risk Manage-
ment magazine, available from
RIMCO Risk Management, dis-
cusses hiring risk management
personnel. For a free copy, write

785 in the box on the reader service

coupon.

- Consulting services for health

SAFETY.
BETTER'R)'IHINKABOUTITDOWN HERE
RANWORRY ABOUTITURP THERE Safety

care institutions' risk manage-
ment are described in a brochure
from The Wyatt Co. For a free
copy, write 786 in the box on the
reader service coupon.

- An eight-page brochure from
Republic Hogg Robinson Inc. dis-
cusses risk management infor
mation systems including selec-
tion and applications. For a free
copy, write 787 in the box on the
reader service coupon.

* A brochure describing Zurich-
American Insurance Cos.' services

for large, complex risk accounts
is available. For a free copy, write

788 in the box on the reader service

coupon.

e A report on distributed data

processing for commercial lines
insurance executives is available

fromm Data Concepts Inc. For a free

copy, write 789 in the box on the
Continued on next page
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accident. It takes a dedicated effort to ensure the total integrity of
your client's corporate aircraft program. That's why Associated
Aviation Underwriters, on request, offers a comprehensive,
independent flight department evaluation, at no cost to your
client. The evaluation provides a thorough review ofa company's
aircraftoperations, fligntmanagement, maintenance procedures,
personnel, and ground facilities. We think that being the leader
in corporate aviation insurance means even more than broad
coverage and professional claims service. It also means taking an

active role to help identify potential hazards AAI V

before they result in tragic mishaps or

5/./4

I

unnecessary claims. FLYING FIRSr CLASS

ASSOCIATED AVIATION UNDERWRITERS 90john Street. NewYork. NewYork 10038+ ATLANTA «CHICAGO+ DALLAS + DENVER *DETROIT+ KANSAS CITY « LOSANGELES « SAN FRANCISCO+ SEATTLE
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Reserve Management Specialists

 Discounted Reserve Programs
- Run-off and Portfolio Coverages

- Aggregate Excess and Stop-loss

Providing Capacity and Consulting to
Self-Insurers, Captives, and Companies.

PAS

Professional Reinsurance Se,vices, Inc.

6868 North Seventh Avenue, Suite 204
Phoenix, Arizona 85013
Phone: (602) 234-0946

L\

We Specialize In

MARIHE
1"511°AlICE

And in The Reliable Underwriting of a
Wide Variety of Risks. We're not the largest
marine insurance company, but big doesn't
necessarily mean best. And as the service
record shows, our reputation for reliability
and innovation is unrivalled. Our clients include
small fishing boat operators as well as large
multi-national corporations. Whoever they
are, whatever their risks, all receive the same
personalized attention and share the benefits
of fair, competitive rates and comprehensive
protection. If you are in a business requiring
underwriting of marine related risks, please
give us a call. You won't be sorry

We offer onshore as well as offshore

coverage to the oil and natural gas drilling
industries for rig physical damage, cost of
control, loss of earnings, seepage and
pollution, drilling and re-drilling and
comprehensive general liability.

Call or write for a copy of our brochure-
Continental Underwriters, Ltd., "Who We Are,
What We Can Do For You.”

Continental
Undefwriters, Ltd.

419 Decatur St.
New Orleans, LA. 70130

Telephone (504) 581-7493
Telex: 58-318 - 266052 CULTD

Correspondents at Lloyds of London

Continued from previous page
reader service coupon.

+ A pamphlet describing a home
study course for the CPCU desig-
nation is available from Insurance
Achievement Inc. For a free copy,

write 790 in the box on the reader

service coupon.

« A summary of the 1981 "Cost-
of-Risk Survey,"” reprinted from
Risk Management magazine, is
available from Risk Planning
Group Inc. For a free copy, write
791 in the box on the reader service

coupon.

- Rollins Burdick Hunter Co.
describes its risk management
services in a company booklet. For
a free copy, write 792 in the box on
the reader service coupon.

= Al listing of design profes-
sionals’ liability seminars is
available from Victor O. Schin-
nerer & Co. Inc. For a free copy,

write 793 in the box on the -eader

service coupon.

- A package of three articles re-
printed from Risk Management
magazine on risk management in-
formation systems is available
from Risk Planning Group Inc. For
a free copy, write 794 in the box on
the reader service coupon.

= Using strategic planning in
companies, the benefits and steps
necessary in beginning a plan are
topics of a report, "Getting Started
in Strategic Planning,”" from Birn-
baum Associates. For a free copy,

write 795 in the box on the reader

service coupon.

- A flier describing a home
study course for the ARM desig-
nation is available from Insurance
Achievement Inc. For a free copy,

write 796 in the box on the reader

service coupon.

Insurance Decisions: Captur-
ing Insurance Cash Flow," sn INA
Corp. management overview, dis-
cusses how captives, retro plans,
deductibles and other risk reduc-

tion methods can affect a buiness’

bottom line. For a free copy, write
797 in the box on the reader service

coupon.

= "Who's Who in Mass Market-

ing" is a directory of insurance
companies, agents and brokers
and individuals involved in insur-
ance mass marketing compiled by
Mass Marketing Insurance Publica-
tions. For a free copy, write 798 in

the box on the reader service cou-

pon.
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= A brochure describing claims
administration and auditing ser
vices for self-insured organizations
is available from St. Paul Risk Ser-
vices Inc. For a free copy, write 800

in the box on the reader service

coupon.

= A reprint fromm Risk Manage-
ment magazine reviews litigation
between self-insurers and excess
iNnsurers is available from The
Wyatt Co. Legal concepts of good
faith, fair dealing, conflicts of in-
terest and contract provisions are
discussed. For a free copy, write

801 in the box on the reader service

coupon.

- An explanation of how self-
insurance applies to agents and
brokers is contained in a brochure
from ESIS Inc. For a free copy,

write 802 in the box on the reader

service coupon.

= A brochure by Time Insur-
ance Co. provides guidelines for
self-funding employee benefits.

For a free copy, write 803 in the
box on the reader service coupon.

e "The Other Alternative,” a
question-and-answer pamphlet
from Health Claims Administra-
tion Inc., discusses the concept of
self-funding. For a free copy,

write 804 in the box on the reader

service coupon.

- An explanation of how the
self-insurance concept applies to
auto fleet operators is contained
in a brochure from ESIS Inc.,
third-party administrators. For a
free copy, write 805 in the box on
the reader service coupon.

= Time Insurance Co. answers

questions agents ask about self-
funding and offers self-funding
program guidelines in a four-page
brochure. For a free copy, write 806

in the box on the reader service

coupon.

= An explanation of how self-
insurance applies to hospitals is
contained in a booklet from ESIS
Inc., third-party administrators.
For a free copy of the booklet,

write 807 in the box on the reader

service coupon.

- The claims management
and administration services of
Johns Eastern Co. are outlined in a
company booklet. For a free copy,

write 808 in the box on the reader

service coupon.

= A description of Hewitt, Cole-
man & Associates Inc.'s self-in-
sured company and pools ser-
vices is contained in a six-page
booklet. For a free copy, write 809

in the box on the reader service

coupon.

- An explanation of the rela-
tionship between self-insurance
and aviation operations is con-
tained in a brochure from ESIS
Inc., third-party administrators.
For a free copy, write 810 in the
box on the reader service coupon.

- A brochure from Gates,
McDonald & Co. provides informa-
tion to Ohio self-insured employ-
ers on a workers compensation dis-
ability cost-control program. For a
free copy, write 811 in the box on
the reader service coupon.

= A question-and-answer dis-
cussion of self-funding medical
plans is in a brochure from Pro-
ducers Exchange Management Co.
Inc. For a free copy, write 812 in

the box on the reader service cou-

pon.

- An explanation of the claims
administration services of third-
party administrator ESIS Inc., is
contained in the booklet, "Claims
Administration: More than meets
the eye." For a free copy, write 813

in the box on the reader service

coupon.

- "Self Funding: A Financial
Alternative”™ describes Insurance
Benefit Administrator Inc.'s self-
funding services. For a free copy,

write 814 in the box on the reader

service coupon.

- An explanation of how the
self-insurance concept applies to
food processors and distributors
is contained in a brochure from
ESIS Inc., third-party administra-
tors. For a free copy, write 815 in

the box on the reader service cou-

pon.

- An explanation of how the
self-insurance concept applies to
the medium-sized company is
contained in a brochure from ESIS
Inc., third-party administrators.
For a free copy, write 816 in the
box on the reader service coupon.

= A brochure from Equifax Risk
Continued on facing page
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Management Services describes the
company's risk management ser
vices. For a free copy, write 817 in
the box on the reader service cou-

Pon.

= Massachusetts Mutual Life In-
surance Co.'s brochure describes
the company's cost-containment
services for self-insured employee
benefit plans. For a free copy, write
818 in the box on the reader service

coupon.

= A hospital self-insurance
program is outlined in a brochure
from Victor O. Schinnerer & Co.
Inc. For a free copy, write 819 in
the box on the reader service cou-

pon.

= A description of the mini-
mum premium plan for self-in-
surance from Washington National
Insurance Co. is described in a 36-
page booklet. For a free copy, write
820 in the box on the reader service

coupon.

= Administrative services for

self-funded employee benefit pro-
grams are described in a brochure
from Massachusetts Mutual Life In-
surance Co. For a free copy, write
821 in the box on the reader service

coupon.

= A brochure from Parker Ser-
vices Inc. details the company's
risk management services for
self-insureds. For a free copy, write
822 in the box on the reader service

coupon.

= The general risk manage-
ment services of ESIS Inc., a
third-party administrator, are de-
scribed in a company brochure. For
a free copy, write 823 in the box on
the reader service coupon.

= An explanation of the benefits
of withdrawing from state un-
employment funds and reimburs-
ing the state for actual claims is
found in a brochure from Safety
Mutual Casualty Corp. For a free
copy, write 824 in the box on the
reader service coupon.

* "A Thoughtful Approach to
Self-funding Your Medical Bene-
fits" describes the services of Em-
ployee Benefit Plans Inc. For a free
copy, write 825 in the box on the
reader service coupon.

= Cost containment through
self-funding benefits is discussed
in a booklet from Group Insurance
Service Center Inc. For a free copy,
write 826 in the box on the reader

service coupon.
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- An article on pooling work-
ers compensation, reprinted from
Risk Management magazine, is
available from RIMCO Risk Man-
agement. For a free copy, write 900

in the box on the reader service

coupon.

* Fremont Indemnity Co. de-
scribes its workers compensation
safety groups in a free brochure.
For a free copy, write 901 in the
box on the reader service coupon.

« Combined premiums, loss
ratios and dividends paid for 10
years are part of a California
workers compensation insurers
listing from consultants Chapin
Associates. For a free copy, write
902 in the box on the reader service

coupon.

- A California workers com-
pensation newsletter from Vector
Inc. contains information on voca-
tional rehabilitation, seminars, leg-
islative updates and other data. For
a free copy, write 903 in the box on

the reader service coupon.

* A workers compensation divi-
dend program, "Invest-Comp," is
detailed in a brochure of the same
name from Fremont Indemnity Co.
For a free copy, write 904 in the
box on the reader service coupon.

- A one-page outline of 1983
California workers compensa-
tion law changes is available from
Chapin Associates consultants. For
a free copy, write 905 in the box on
the reader service coupon.

= Smart's Insurar.ce Bulletin is a
weekly insurance newsletter
that covers workers compensation
as well as other insurance and risk
management topics. For a free
copy, write 906 in the box on the
reader service coupon.

= A brochure from APRIM Inc.

describes the advantages of reha-
Continued on net page
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TO OBTAIN INFO DATA-USE THIS COUPON

To obtain copies of literature and information about products and services listed in this special Info section,
simply indicate the key numbers for the items you want and mail to

businNness iINsuUurance i
P.O. Box 321, Glenview lllinois 60025

Requests will be processed promptly. You must fill out this coupon completely. Do not omit any information. |
Please send the foilowing data from the January 10,1983 issue (insert key number of each item wanted).

Name Title
4 Company

Street

City State Zip

Nature of company s business

O Please send Business Insurance subscription information.
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Please type or print legibly and fill out completely.
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bilitation and injury manage-
mert to speed closure of disability

write 908 in the box on the reader

service coupon.

and compensaton cases. For a free = An article on competitive
copy, write 900 in the box on the rating for work comp, originally pon.

reacer service coupon.

= American. Mutual Insurance
Cos has a booklet on five ways to
reduce workers compensation
costs through payroll procedures.

Dublished in Best's Review, is

material

ald & Co. on self-insuring work-
ers compensation is now avail-

able. For a free copy, write 910 in
the box on the reader service cou-

available from Risk Planning = American Mutual Insurance

Group Inc. For a free copy, write
909 in the box on the reader service

coupon.

Fcr a free copy of the booklet, = A study from Gates, McDon-

Cos.' brochure describes its claims
program for workers compensa-
tion and general liability. For a free
copy, write 911 in the box on the
reader service coupon. .

Allstate to sell Swiss unit

to Zurich Insurance Co.

Allstate Insurance Cos. has
agreed to sell its Swiss insurance
subsidiary, Al-stadt Insurance Co.,
to Zurich Insurance Co. of Zurich,
Switzerland.

The sale will include Altstadt's
off.ce in Rott2rdam, Netherlands.
It =vill Nnot include Altstadt's rein-
sirance operation, based in Zug,
Switzerland, which will become a
branch of London-based Allstate
Re.nsurance Co. Ltd.

Allstate says it is selling the
Saiss subsidiary so it can focus on

i international :narkets in which it is
already est:blished, including
Great Britain, Mexico and Japan.

MGA formed

A new managing general agency,
Wilson-Oakl€y Special Risk Ltd.,
has been formed in Lutherville,
Md.

Wilson-Oakley will serve clients
in Maryland Pennsylvania, New
Jersey, Delaware, Virginia and the
D-strict of Cclumbia. It offers vari-
cus special risk insurance pro-
grams, incliding truck physical
damage and liability and hospital
malpractice and workers compen-
sation, and handles large, difficult-
tc-place casualty lines and um-

B*hsuEanbe-

NARIETS

brellas.

Wilson-Oakley Special Risk Ltd.
was formed Nov. 1 when it ac-
quired the brokerage business of
The Crossland Corp. of Luther.,ille
and the Merit Agency of Philadel-
phia.

Wilson-Oakley's offices are 10-
cated at 1301 York Road, Suite 808,
Lutherville, Md. 21093; 301-337-
3800.

Nordstrom sale

The Nordstrom Group of Minne-
apolis has sold its Houston office to
its former manager, Timothy J.
Brady, for an undisclosed purchase
price, according to the new owner.

T.J. Brady & Associates, as the
firm is now called, brokers cover-
age for 100 Texas State Optical
stores and several oil drilling ser-
vice companies, among others, for a
premium volume of more than $1.5
million, Mr. Brady said.

It retains its present five-person
staff and address at 2190 North

Loop West, Suite 201, Houston,
Texas 77018; 713-688-1500.

No matter how much you
know (or don't know) about
marine insurance. it's nice
to have expert help. And
that's exactly what you get
when you deal with the larg-
est independent marine un-
derwriter in the sunbelt
coastal states (including
California). From ocean
cargo and hull insurance to
protection and indemnity. to
primary and excess 11abili-
ties. Commercial Marine Un-
derwriters is your one-stop
source for fast. reliable and
cost-effective marine cover-
age. world-wide. Don't settle
for less. Make sure you work

with the experts at Com-
mercial Marine Under-

writers. You'll make a lot

more money if you do.

Commercial
Marine
Underwriters,

Inc.

9700 N.E. 2nd Avenue

Miami Shores. Florida 33153
(305)756-8500.1-800-327-8793
(In Florida 800-432-0420)
Telex: 807049

Branch Offices:

New York, NY « Encino. CA

Consultant formed

Alan B. Cantor has formed Can-
tor & Co. in Beverly Hills, Calif., a
one-man firm that will provide risk
management consulting, contract
risk management, financial risk
analysis, loss forecasting and analy-
sis and risk management informa-
tion systems and software develop-
ment.

Mr. Cantor most recently worked
at risk management consultant
Warren, MeVeigh & Griffin and
was previously with Marsh &
McLennan Inc.

Mr. Cantor is maintaining his of-
fice at 428 N. Palm Drive, Beverly
Hills, Calif. 90210; 213-271-3933.

Claims services

Comstock Insurance Co., a sub-
sidiary of Los Angeles-based Fre-
mont Indgmy Co. has reorgan-
ized its claihis handling services for
several Western states.

As of Jan. 1, Comstock's Tigard,
Ore., claims facility will handle all
property/casualty claims from
Alaska, ldaho, Montana, Oregon,
Utah and Washington.

Claims from these states have
previously been handled from
Comstock's Lds Angeles and San
Mateo, Calif., offices.

Acquisitions

Management Services Inc., a
Chicago-based risk management
and claims administration firm, has
acquired Administrative Services
Corp., a third-party administrator
of self-insured group health pro-
grams based in Champaign, lll. The
acquisition culminates an 18-month
joint-venture agreement.

Underwriters Quality Service,
a life and disability insurance bro-
kerage based in Wauwatosa, Wis.,
has merged with T/N Broker Re
sources, Inc., a Milwaukee-based
group insurance brokerage that is a
subsidiary of Intertye Corp. Un-
derwriters' Wauwatosa offices will
be consolidated into the T/N offices
at 324 E. Wisconsin Ave., Milwau-
kee, Wis. 53202.

New offices

Buck Consultants Inc., a New
York-based benefits consulting
firm, has opened its ninth branch
office at Lincoln Bank Tower, 116
El Berry St., Fort Wayne, Ind.
46802; 219-426-7800. Most of the
staff and clientele of the new office
have been acquired from Lincoln
National Pension Insurance Co. of
Fort Wayne, which discontinued its
actuarial consulting operations in
September.

Standard Insurance Co. of
Portland, Ore., a group life and dis-
ability insurer, has opened two new
Texas offices. A Dallas office is 10-
cated at Park Central, 12750 Merit
Drive, Suite 706, Dallas, Texas
75251; 214-392-2626; while a Hous-
ton office is located at 1800 W. Loop
Tower S.; Suite 805, Houston, Texas
TT70O027; 713-439-1080. -
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OSHA exempts many firms from record keeping

By JERRY GEISEL

WASHINGTON-AlmMmost
500,000 employers in industries that
are considered among the least haz-
ardous no longer will be required to
maintain on-the-job injury and ill-
ness records for the Occupational
Safety and Health Administration.

Effective Jan. 1, OSHA ex-

empted most employers in standard
industrial classifications covering
the retail trade industry (SICs 52-
59); finance, real estate and insur-
ance (SICs 60-67); and services
(SICs 70-89). Many of the employ-
ers in those industries report fewer
than two on-the-job accidents a
yvear.
.relieves a
large number of employers of a pa-
perwork burden that is unneces-
sary from the agency's point of
view, without lessening on-the-job
safety protection for workers,"
OSHA said.

"The exemption. .

However, some employers in the
retail and service industries that
have higher-than-average accident
records will still have to keep
safety records for OSHA.

For example, the OSHA exemp-
tion does not apply to retail trade
employers like building materials
and garden suppliers (SIC 52) and
general merchandise and food
stores (SIC 53 and 54).

In addition, service employers
excluded from the exemption are:
hotels and other lodging places
(SIC 70); amusement and recrea-
tional services (SIC 79); and health
services (SIC 80).

The OSHA record-keeping ex-
emption was published in the Dec.
28 issue of the Federal Register.

Health benefit tax

Taxing employer-provided
health insurance would have a se-
vere impact on small firms, the
Professional Insurance Agents of
America says.

In a letter to the Reagan admin--
istration's Cabinet Council, the
40,000-member PIA said if the cost
of health insurance were taxed as
income to the employee, workers
would seek salary increases to off-
set the new tax burden.

"We support the need to cut gov-
ernment spending and increase
revenues. However, this particular
tax revision would hit the small
business owner especially hard,”
said PIA President Edward Akin.

While many larger companies
could absorb the cost of boosting sa-
laries to cover the employee-paid
tax, it would hurt small indepen-

dent insurance agents to do so, Mr.
Akin added.

The administration is consid-
ering whether to recommend a
change in the tax code to make em-
ployer-provided and paid health
insurance taxable to employees (B,
Dec. 13, 1981). A final decision is
expected later this month when the
administration submits its proposed
fiscal 1984 federal budget to Con-

gress.

Joins private sector

Congress' most knowledgeable
committee staff member on prod-
uct liability insurance issues is
leaving Capitol Hill to join a Wash-
ington law firm.

Michael Mullen, minority coun-
sel for the Senate Commerce Com-
mittee, will join Crowell & Moring,
a well-known Washington-based
law firm, where he will be in-
volved in a wide variety of insur-
ance Issues.

As a Senate Commerce Commit-
tee staff member, Mr. Mullen
played a key role in drafting sev-
eral pieces of federal product liabil-
ity legislation.

For example, Mr. Mullen, 43,
drafted major sections of the fed-

AdNTIGTON

eral product liability bill intro-
duced last year by Sen. Robert Kas-
ten, R-Wis.

In addition, Mr. Mullen helped
rewrite the Risk Retention Act in
1980 after insurance trade associa-
tions objected to a section in the
original bill that would have let the
Commerce Department regulate
the product liability captives. That
opposition threatened to Kill the
bill until Mr. Mullen helped draft a
compromise that left regulation of
the risk retention groups with the
states.

Mr. Mullen's departure from the
Commerce Committee had been
expected because his boss, former
Sen. Howard Cannon, D-Nev., was

defeated in November.

Pension withdrawal

The Pension Benefit Guaranty
Corp. wants public comments on
whether it should allow a New
York multiemployer pension plan
covering school bus drivers to per-
mit certain employers to withdraw
from the plan without paying any
of the plan's unfunded vested ben-
efits.

The Division 1181 Amalgamated
Transit Union-New York Employ-
ees Pension Fund earlier asked the
PBGC for permission to adopt a
plan amendment that would allow
many employers to leave the plan
without incurring withdrawal lia-
bility.

According to the proposed
amendment, an employer that left

the plan only would be subject to
withdrawal liability if he remained
in business in the jurisdiction of the
collective bargaining agreement or
resumed work in the area within
five years of leaving the plan.

As a result, withdrawal liability
would be eliminated for employers
who retire, die or go bankrupt.

According to the plan, which is
maintained under a collective bar-
gaining agreement between Divi-
sion 1181-1061 of the Amalgamated
Transit Union and employers
operating school buses for the New
York City Board of Education, the
stability of the plan is not affected
when a contributing employer
leaves the plan.

That's because under a special
1979 court order, employers that
are awarded transportation con-
tracts must hire employees on a

Adifferent kind

of software system
for Health Claims

Processing:

Parameter-driven

claim calculations

Fund accounting

special Master Seniority List-
those who were laid off prior to
June 1, 1982,-and then contribute
to the plan on behalf of those em-
ployees.

"The fact that one such employer
or group of employers cease opera-
tion or go out of business does not
affect the aggregate level of work,
number of employees or contribu-
tions," according to the plan, which
has 4,800 participants and about $21
million in unfunded accrued liabi-
lities.

Comments on whether the plan
should be allowed to adopt the spe-
cial withdrawal liability rule
should be sent to the Assistant Ex-
ecutive Director for Policy and
Planning (140), PBGC, 2020 K St.
N.W., Washington, D.C. 20006.

Comments must be received by
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and cost contaimnment

reportins & analysis

0 £-Ayaregate& specific

Compare QicClaim today. You'll find a
proven record of efficient operation in a
mini-computer environment backed by
extensive in-house training and on-going
support. Call or write for details ...

RESOURCE INFORMATION MANAGEMENT SYSTEMS, INC.

7800 W. College Drive Palos Heights, IL 60463 Phone: 312/448-5911

Endors€d by

INDS QANTEL

a Mohawk Data Sciences Company
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New!
Group Personal
XS Liability!

(Personal Umbrella)

Available for groups of 50 or more.

8 Corporate Groups
O Associations

8 Agency Groups
0 Credit Card Groups
O Special Billing Groups

Simple enrollment « Group Underwriting
Competitive rates « Broad coverage
Limits to $5,000,000 - Individual policies, not certificates

Automated procedures * No delays

Insured by Old Republic Insurance Company
(Best's Rated A15)

Write or call IS today !

ISI| CORPORATION

IDEAS-SERVICE-INDEPENDENCE

676 St. Clair Chicago IL 60611
(312)787-4821 Telex 25-3566
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Court says Shell not liable
for damages from pesticide

By LAURENCE H. GROSS

TALLAHASSEE, Fla.-Shell Oil
Co., which manufactured a pesti-
cide removed from the market in
1977 because of health concerns, is
not liable for $275,000 in damages
awarded to a Florida couple who
claimed they were injured by the
substance.

In a unanimous ruling, the three-
member Florida 1st District Court
of Appeal found that Shell had met
its responsibilities by warning dis-
tributors about the dangers asso-
ciated with a pesticide called Ne-
magon, also known as DBCP.

The Florida couple, Calvin and
Cindy Harrison of Panama City,
had been awarded $400,000 in com-
pensatory damages and $270,000 in
punitive damages by a circuit court
jury in March 1981.

Shell, which manufactured
DBCP in bulk form, and Kerr-
McGee Chemical Corp., a subsidi-
ary of the Oklahoma-based oil com-
pany that diluted, packaged and
distributed the pesticide, were held
liable for 35% and 60%, respec-
tively, of the compensatory dam-
ages. Each company was ordered to
pay $135,000 in punitive damages.

The court ruled that the Harri-

sons were 5% negligent.

But the appeals court exonerated
Shell, saying the company had ade-
quately warned Kerr-McGee about
properly labeling DBCP and asked
the Oklahoma City-based company
to make sure that amounts of the
material greater than one gallon
were sold for commercial use only.

"Did Shell, as the manufacturer
and bulk supplier of a dangerous
toxic component, have a non-de-
legable duty to warn ultimate users
of the hazards...when the commo-
dities were formulated, packaged,
labeled and distributed by others?"
the court opinion asked. "We think
not.

"Shell, as the manufacturer or
supplier selling in bulk to one
(buyer) other than an ultimate con-
sumer, took the necessary precau-
tions commensurate with the dan-

gers reasonably anticipated Lnder
the circumstances," the court con-
cluded.

Shell-which hailed the appel-
late ruling as a potential precedent
in product liability law that could
limit the liability of bulk mar.ufac-
turers-said eight other court cases
involving DBCP are pending, in-
cluding a widely publicized San
Francisco jury trial that began last

month.

"Of course, other courts will not
have to follow the Florida prece-
dent,"” says a Shell spokeswoman.
"Our contention all along was that
we gave all necessary warnings
about the product and didn't have
control over its ultimate use.”

Although Shell appealed the
lower-court award, Kerr-McGee
has paid the award to the Harri-
sons. However, Kerr-MeGee will
not have to pay Shell's portion of
the award.

The Harrisons had charged they
were forced to move from their
Panama City home after Mr. Har-
rison accidently broke a one-gallon
bottle of Nemagon in the family ga-
rage. The couple said they were ex-
posed to the material for several
hours while trying to clean up the
spill, adding that the fumes from
the product made their home unin-
habitable.

The couple also claimed a fear of
contracting cancer from exposure
to the chemical, although they had
not developed signs of the disease.

The Harrison's attoney, C.
Douglas Brown of Panama City,
was unavailable for comment on
whether the couple intends to fur-
ther appeal the ruling. .

Growth in HMO enrollment slows

EXCELSIOR, Minn.-The trou-
bled economy appears to be af-
fecting the growth in health main-
tenance organization enroliment.

HMO enrollment between June
1981 and June 1982 increased just
5%, rising to 10.8 million members
from 10.3 million. That increase is
down sharply from the 12% aver-
age growth rate over the last two
years, reveals a new survey by In-

terStudy, an HMO research group.
The slowdown in HMO enroll-

ment may be the result of high un-
employment. Workers often lose
their employer-paid health care
coverage, like enrollment in an
HMO, when they are laid off, an
InterStudy spokeswoman noted.
Workers and their employers,
though, now have more HMOs than
ever from which to choose. The
number of HMOs jumped ro 265
from 243, an indication that frivate
businesses, like insurers, are more
interested than ever in investing in

Pay for service only when you need it. When
losses occur, bring in the independent source,
available 24 hours a day. And when you need
knowledge of self-insurance, think of Brown
Brothers Adjusters. We have been adjusting
claims for a wide variety of self-insureds for 50
years. We serve insurors, brokers, companies,

government, transportation and utilities.
Accurate and efficient information to handle

your loss fund administration; self-

insured supervision, too. We're on the

payroll only when you need us.

046

4 line”?

: Bl Brown BrothersAciusters

Home Office: 545 Sansome Street, San Francisco, CA 94111 - (415) 392-2825
TELEX: San Francisco 34-472 - Honolulu 63-4266 - Los Angeles 67-234

License B-137

HMOs despite cutbacks in federal
loans and grants.

California continues to have the
most HMOs, 34, and the highest
HMO enrollment, 4.5 million. But
California's domination of the
HMO industry is easing.

For example, of the 10.8 million
people enrolled in HMOs, 42% are
in California plans. That's a de-
crease of 4% from 1979 when 46% of
the national HMO enrollment of
6.94 million were in California
HMOs.

Small HMOs seem to be the fas-
test-growing plans. Enrollments in
HMOs with fewer than 5,000 sub-
scribers increased to 134,000 from
102,000, a 31.4% rise.

Enrollment in medium-sized
plans-HMOs with 25,000 to 49,999
members-climbed to 1.56 million
from 1.3 million, a 20% increase.
Enrollment in the nation's 18 larg-
est HMOs, plans with at least
100,000 subscribers, rose to 6.66
million from 6.29 million, an in-
crease of 5.9%.

By contrast, enrollment in plans
with between 50,000 and 99,999
subscribers slipped to 852,300 from
1,037,000, a drop of 21.7%.

After California, states with high
HMO enrollments include: New
York, 1.08 million people in 10
plans; Minnesota, 544,461 people in
10 plans; Wisconsin, 456,226 in 19
HMOs; lllinois, 344,085 people in 13
plans; and Washington, 340,775
people in six plans.

The survey also found that:

- The average monthly family
premium charged by HMOs be-
tween June 1981 and June 1982
rose to $150.98 from $132.20.

* During the last year, the aver-
age plan reported a hospital utiliza-
tion rate of 467 days per 1,000 mem-
bers.

» Some 38 HMOs began opera-
tions between June 1981 and June
1982, while 15 plans shut down.

- Kaiser Foundation Health

Plan, which serves Northern Cali-
fornia, is the nation's largest HMO
with 1.78 million members.
Copies of the "1982 National HMO
Census" are available from Inter-
Study, Box 458, Excelsior, Minn.
55331; 612-474-1176; Attention: Li-
brarian. The cost of the survey is
$10; all orders must be prepaid.
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Industrial firms' pension costs fall in 1

NEVV YORK-INndustrial cor-
porations' pension costs declined in
1981, a reflection of the sluggish
economy, according to a new sur-
vey.

Total pension costs among the
nation's largest industrial corpora-
tions dropped 1.1% to $20.8 billion

in 1981, down from $21 billion in
1980.

the apparel industry, where few
employees were laid off, pension
costs rose 10.2% to $88.4 million
from $80.2 miillion. The average
pension cost per apparel company
jumped to $9.8 miillion from $8.9
million.

In addition, pension costs among
the 17 surveyed companies in the
profit-strong pharmaceutical in-

Pension costs at many companies , dustry totaled $454.8 million in
tend to decline when the economy r 1981 compared with $420.8 million
slumps because layoffs mean lower -- in 1980, an 8% increase. An average

payrolls and less pension coverage.

In addition, pension costs eased
because corporations were getting
better returns on investment of
plan assets, according to the latest
Johnson & Higgins pension survey.

However, pension costs among
large non-industrial companies,
whose employment levels usually
stay stable during an economic
slowdown, generally continued to
iNncrease.

Among non-industrial companies
surveyed, pension costs between
1980 and 1981 increased to $8.06
billion from $7.99 billion, up 0.9%.

Of the non-industrial companies
surveyed, pension costs increased
the most in the transportation
group, where pension costs among
the 40 companies surveyed rose to
$1.66 billion from $1.58 billion, up

_———— L = = -

Pension costs, though, among the
48 surveyed utility companies,

pharmaceutical manufacturer
spent $26.7 million on its pension
plan in 1981, up from $24.8 million
in 1980.

The average motor vehicle man-
ufacturer spent the most on pen-
sion plans: $203.6 million. Other in-
dustries with high pension costs per
company in 1981 include: elec-
tronics and appliances, $70 million,

which also fall in the non-indus- 4

trial category, slipped 1% to $4.88
billion in 1981 from $4.93 billion in
1980.

To measure corporate pension
costs, J&H examined pension data
contained in the annual reports of
461 of the Fortune 500 industrial
corporations and 173 of the largest
non-industrial - companies in each
of four categories: commercial
banking; retailing; transportation;
and utilities.

Total pension costs among indus-
trial companies decreased the most
in the 16 surveyed motor vehicle
companies, which reported a 12.9%
decrease in cost in 1981 to $3.26
billion from $3.74 billion in 1980.
The average pension cost per motor
vehicle manufacturer declined to
$203.6 million from $233.8 million.

Other industries where pension
costs declined include: rubber and
plastic products, down 6.7% to
$372.5 million from $399.1 miillion;
paper, fiber and wood products,
down 6.5% to $562 miillion from
$601.3 million; music instruments,
toys and sporting goods, down 5.2%
to $27.5 miillion from $29 million;
and petroleum refining, down 4.8%
to $2.48 billion from $2.68 billion.

But some industries, where em-
ployment levels stayed high,
bucked the trend. For example, in

McCabe heads
BC/BS board

CHICAGO-John C. McCabe,
president and chief executive offi-
cer of Blue Cross & Blue Shield of
Michigan, has been elected chair-
man of the 41-member board of
directors of the national Blue Cross
& Blue Shield Assn.

Joseph F. Duplisky, president of
Blue Cross & Blue Shield of Con-
necticut, was named vice chairman
of the board.

Other members of the national
board's executive committee in-
clude: Dr. George Mitchell of Ar-
kansas Blue Cross & Blue Shield;
William E. Flaherty of Blue Cross
& Blue Shield of Florida; Bruce
Taylor of Blue Cross of Greater
Philadelphia; S. Martin Hickman
of Blue Cross & Blue Shield of llli-
nois; and Edwin R. Werner of Blue
Cross & Blue Shield of Greater
MFTdae~rnr v <> k< _ -

up from $68.8 million; petroleum
refining, $65.4 million, down from
$68.6 million; tobacco, $61.7 million,
up from $55.6 million; and metal
manufacturing, $57.9 million, up
from $54.3 million.

Industries with the lowest pen-
sion costs on a per-company basis
include: rubber and plastic prod-
ucts, where the average company
in 1981 spent $2 million to maintain
its pension plan, down from $2.2
million in 1980; music instruments,
toys and sporting goods, $6.9 mil-
lion, down from $7.3 million; and
textiles, $8.4 million, down from
$8.5 million.

When pension costs are consid-
ered as a percent of pretax profit
among industries where more than
one company is surveyed, the
motor vehicle industry ranks first
at 143.6%, the only industry group

80

whose pension costs exceeded pre-
tax profits.

"This is the result of yet another
troubled year for the automobile
industry,”"” J&H noted. However,
that industry's hefty 1981 ratio of
pension costs to pretax profits is a
dramatic improvement compared
with 1980 when pension costs
equaled 378.3% of pretax profits.

Other industries with high pen-
sion costs as a percent of pretax
profits in 1981 include: aerospace,
27%, compared with 25.3% in 1980;
rubber and plastic products, 26.8%,
down from 58%; glass, concrete and
gypsum, 26.1%, up from 21.1%.

Industries with the lowest pen-
sion costs as a percent of pretax
dollars include: mining and crude
oil production, 2.5% in 1981, com-
pared with 2.4% in 1980; petroleum
refining, 4.4%, up from 4.1%; and

PAID PRESCRIPTIONS

A SUBSIDIARY OF COMPUTER SCIENCES CORPORATION

music instruments, toys and sport-
ing goods, 6.4%, down from 12%.

The survey also reported that:

= Just nine of 625 surveyed
companies reported that unfunded
vested pension benefits exceeded
30% of their net worth in 1981.

- Pension costs as a percent of
payroll among surveyed industrial
corporations dropped to 7.1% in
1981, down from 8.5% in 1980.

* Pension costs as a percent of
pretax profits slipped to 12.6% for
the average industrial company in
1981, down from 13% the prior year.

Free copies of "Funding Costs and
Liabilities of Large Corporate Pen-
sion Plans: 1982 Executive Report,”
are available from Johnson & Hig-
gins, Employee Benefit Plan De-
partment, Research Department, 95
Walt St., New York, N.Y. 10005.

Benefit budgets are rising out of sight.

If the prospect makes you uneasy, you'd better
start looking for a reliable anchor. PAID cost-
containment services. PAID brings your budget
back down to earth and keeps it there. It lets your
organization beat inflationary updrafts with
enhanced prescription drug, vision, and hearing

claims service. And PAID's nationwide provider
network is everywhere. Tie down ballooning bene-
fit costs for good. Ask your insurance company,
consultant, or broker about PAID. Write or call
PAID Prescriptions, P.O. Box 434, Paramus,
New Jersey 07652, (800) 631 -1679.

More than 55,000 providers nationwide
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Managing General Agent - The North-West Insurance Company
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Commercial Hull

S. I.R. Casualty Programs
Guaranteed Cost Programs Cargo
Liability and P. & 1.
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SMP and Inland Marine
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Inc.

Suite 700 Whitney Bldg., New Orleans, La. 70130 Tel: (504) 581-5597

TRUCKMENS'WORKERS'COMPENSATION
Local - Intermediate - Long Haul

Now, through the mechanism of mass purchasing power, a competitive Workers'

Compensation program is available not only to trucking industry giants,
but to qualified trucking firms of all sizes.
This Workers' Compensation Safety Group Dividend Plan is underwritten by
CoverX Corporation on behalf of a major "A+"-carrier and is available in most states.
Don't miss the opportunity to introduce this plan to current and potential insureds
before the competition does.

For further information or applications call or write .

OVER CORPORATIO

30161 Southfield Road, Southfield, Michigan 48076
Telephone: (313) 644-3200 Telex: 23-5635

Britain's Commercial Union

to name Marshall chairman

A.B. (Sandy) Marshall will be-

come chairman of London-based
Commercial Union Assurance Co.
P.L.C. in April.

Mr. Marshall has been a director
of CU Assurance sir.ce 1970. He
will succeed Sir Francis Sandi-
lands, CU's chairman since 1972,
who will retire at the annual gen-
eral meeting in April.

Commercial Union Assurance is
the parent company of Commercial
Union Insurance Cos., a large pnp-
erty/casualty insurer- headquar-
tered in Boston.

INn addition, Carroll B. Smith
appointed vp at CU Commercial
Lines Inc. in Boston. Mr. Smith is
responsible for the Preferred Ac-
count Development system and for
coverage development and related
services for groups and associa-
tions. He was previously manager
of the company's Boston service of-
fice.

Other insurer changes:

Raymond L. Wilson promoted
to senior vp of Nationwide Life In-
surance Co.'s new cor.solidated in-
dividual and group lile and health
operations in Columcus, Ohio. He
will continue in his post as heal of
Nationwide's Medicare operation.
He had been vp of group opera-
tions.

Dan M. DeGood appointed vp in
charge of Metropolitan Life Insur-
ance Co.'s new grcup life and
health regional office in Houston.
Mr. DeGood was prEviously a re-
gional account director with Metro-
politan.

K. Rodger Nogaki elected vp of
Reliance Insurance Co. in Philadel-
phia. Mr. Nogaki
continues to |

manage the loss- n
control services F

agivision anathe  1100* 11

environmental v , 237
health labora- 172.w-% --

tory. Mr. Nogaki

director of Re- /I
liance's property IHIADIP -alll
service division. Vir. Nogaki

Alan K. Ka-
liski and Archie J. Whyte ap-
pointed vps.at Roya Insurance in
New York. Mr. Kaliski is responsi-
ble for casualty lins in the com-
mercial lines division, exclusive of
national accounts He was pre-
viously an assistant vp at Royal.
Mr. Whyte is responsible for prop-
erty lines in the ccmmercial lines
division. He had als. been an assis-
tant vp.

Darrell K. Porath appointed vp
for commercial autcmobile, general
liability and
glass at Fire-
man's Fund In- gilili.9

surance Cos. in :a

Mr. Porath had :i,

been a resident *tt,Zr
vp and branch . '2Z<p ,
manager for In-
surance Co. of
North America
in Atlanta. Mr. Jones

Raymond
Pike named vp of workers com-
pensation claims at Fremont In-
demnity Co. in Los Angeles. Mr.
Pike has been witn Fremont for
three years.

Jim Jones named president and

chief operating officer at Transport
Insurance Co. in

Dallas. Mr.
Jones had been
executive vp at/
Transport. Also, j.lip
Dion Riley was
Nnamed senior
vp-operations
and finance at
Transport. He.
was previously
senior vp-fi-

nance and trea-

Mr. Riley

commas & golns

INDUSTRY

surer. Transport writes coverage
for motor carriers.

Reinsurers

Robert D. Graf named vp at
North American Reinsurance

Corp. in New -.
York. Mr. Graf ——

assistant vp at 1
North American

Re.

. T horrnmrhrha=as
Kermp mnamed 1li
senior vp at Res- . :-
olute Group Inc., I 1 p rl/ -
a wholly owned
subsidiary of

GEICO Corp., in
New York. He will serve as senior

Mr. Graf

vp, chief financial officer, treasurer
and assistant secretary of Resolute
Reinsurance Co. and Resolute Man-
agement Corp. Mr. Kemp had been
vp, treasurer and chief financial of-
ficer at Resolute Group, which
writes non-life reinsurance.

John K. Latham Jr. and

Thomas 0. Vebber appointed vps
at General Reinsurance Corp. Mr.
Latham is in the Dallas office of
General Re and Mr. Vebber is in
the Los Angeles office.

Thomas W.G. Robertson ap-
pointed vp at Kerwick & Curran
Inc., a reinsurance and specialty
underwriter in Jericho, N.Y. Mr.
Robertson had been with Rob-
ertson & Donald Associates prior to
joining Kerwick.

James J. Phair has been elected
chairman of Booth, Potter, Seal &
Co. a Philadelphia reinsurance bro-
kerage. He had been president of
the firm.

Excess/surplus

Date C. Crawford joined Terra-
mar Insurance Managers Inc., an
excess/surplus
brokerage in .<«
Houston as vp.

He was formerly
regional man- s
ager and assis-
tant vp of Belle-

fonte Reinsur- 1 ~a
ance Co. in °’
Houston.

Wayne Mc-
Donald named Mr. Crawford
vp of RGAF
Managers in Ocala, Fla. Mr.
McDonald previously had been
self-employed. RGAF Managers
operates RGAF Underwriters,
which is the insurance reciprocal
formed by the Retail Grocers Assn.
of Florida.

Other suppliers
Bill D. Gramlich elected execu-

tive vp-field operations for Equifax
Services Inc. in Atlanta. He was

previously a vp at Equifax. Mr.
Gramlich succeeds Milton L.
Howell, who is retiring.

Russell G. Roberts named con-
sulting principal at A.S. Hansen
Inc. in Lake
Bluff, Ill.

Karen Ma-
succi appointed
vp-operations
for the Califor-
nia region of EBI
Cos. in San Jose.

She will be re-

sponsible for un- k
derwriting,

among other Mr. Roberts
duties. She was

most recently assistant vp and Cali-
fornia region underwriting man-
ager at EBI.



New York regulator wants
to outlaw captive fronting

Continued from page 2

torney suggests that this portion of
the proposal could limit the use of
unlicensed insurers for any portion
of facultative reinsurance.

The proposed regulation would
also require that insurers submit
any reinsurance transaction in-
volving union pension and welfare
funds to the superintendent and
maintain a file of all reinsurance
contracts with written affirmations
of regulatory compliance prepared
by the insurer's legal counsel.

Insurers may request an excep-
tion from the superintendent under
the regulation.

Unlike the 1978 proposal, the
draft regulation does not target the
credit life insurance industry or
limit the amount of reinsurance
purchased from unlicensed insur-
ers.

The 1978 plan was dropped by
the New York department less
than a month after it was proposed
when few supporters could be
found in or outside the insurance
and risk management community.

New York Insurance Superin-
tendent Albert B. Lewis was not
available to explain why the insur-
ance department has decided to re-
propose fronting regulation at this
time, but told Business Insurance
during the National Assn. of Insur-
ance Commissioners in Dallas last
month that the fronting rules
would be part of his overall crack-
down on reinsurance fraud (B,
Dec. 1, 1982).

Insurance industry leaders were
surprised by the regulatory pro-
posal and could not cite reasons
supporting its adoption.

"l think the only reason for this

proposal is that there have been
sorne areas of reinsurance that

Independent study
courses prepared

BATON ROUGE, La.-New in-
dependent study courses have been
prepared for the CPCU examina-
tions by Ronald T. Anderson and R.
Robert Rackley. The courses in-
clude a study outline, a cassette re-
view of each assignment, reinforce-
ment flashcards and a daily review
schedule.

Each course costs $135. For infor-
mation contact Insurance Achieve-
ment, 7330 Highland Road, Baton
Rouge, La. 70808; 800-535-3042. .
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have led to scams and scandals and
the eventual insolvencies of a few
insurance companies," remarks
Maurice R. Greenberg, president of
American International Group in
New York.
Isolated frauds, however, are not
, sufficient reason to eliminate "clas-
sical arangements involving pri-
vate commercial transactions” that
allow corporations to self-fund
their risks, he says. "It's like throw-
ing the baby out with the bath-
water.”

AIG has frequently advertised its
willingness to issue policies for cor-
porations that wish to reinsure a
large portion of the risk with cap-
tives and has found the technique
to be proper for both parties, he
notes.

Richard Rice, senior vp of bro-
kerage Johnson & Higgins, testified
against the 1978 proposed regula-
tion and is preparing new testi-
mony to be presented on behalf of
his firm at the Jan. 19 meeting.

He agrees with Mr. Greenberg
that the proposal infringes on a
corporation's ability to design a risk
management program in New
York according to previously ac-
ceptable standards.

"What the proposal is saying is
that the largest insurance buyers in
the world can't continue the ar-
rangement of their insurance af-
fairs in the manner they are used
to, and, of course, that is wrong."

The proposed regulation may
have a more general negative im-
pact, adds Donald Greene, senior
partner with LeBoeuf, Lamb,
Leiby & MacRae, a New York law
firm that represents Lloyd's of
London and many other insurance
interests.

"It would certainly drive busi-
ness away from New York and
away from the insurance industry,"
he notes. "We have thousands of
regulations in New York that re-
quire a corporation to demonstrate
financial responsibility in order to
do business. The three major ways
of making this demonstration in-
clude a pledging of assets, bonds or
a certificate of insurance.”

If corporations could not reinsure
certificates of insurance issued by
local insurance companies, they
would be forced to abandon the in-
dustry for many needs and "proba-
bly take their business to banks."

"I'm surprised that this proposal
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was introduced at this time, before
the new New York governor's leg-
islative staff has had the opportu-
nity to review it with the insurance
department for its overall impact,”
he continued. "But this is a peren-
nial proposal from insurance de-
partment staff. The last time it was
introduced, the hearing room was
filled with people testifying against
the regulation while not one person
testified in favor.”

A law eliminating fronting
would be unnecesssary and unable
to eliminate reinsurance fraud, if
that is Superintendent Lewis' in-
tent, Mr. Greene adds.

"It's laughable to suggest that this
regulation has to do with stopping
of crooks. American crooks have
been raping insurers for 25 years
and only Superintendent Lewis'
personal dedication, not regulation,
led to the eventual conviction of
some of them," he said.

The Risk & Insurance Manage-
ment Society in New York ac-
knowledged that it has received the
proposed regulation and intends to
respond to the insurance depart-
ment after closer study, a spoke-
sperson said.
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WEW YOU GET

A M EDICAL OPINION
ON EACH CLAIM
FROM YOUR INSURER?

With E&Eyou can! Wearetheonlyclaimsadministra-
tor in the country to offer claims-based hospital utili-
zation review by medical professionals.

EXECUTIVE & EMPLOYEE
BENEFIT PLANS, INC.

Pioneers in our field, yesterday and today.

For information in cities not listed

call C. J. Wintersteller at

(614) 486-7188.

Atlanta: E. A. Hightower (404) 256-2900
Orlando: Paul Holderbaum (305) 849-6020

Columbus. C. J. Wintersteller (614) 486-7188
Cincinnati: L. S. McCrosky (513) 772-0700

Cleveland: Joseph Kral (216) 886-6800
Dallas: J. M. Bransford (214) 221-2584

Claims Problem s??

-1l Speak up!

And make sure your claims
receive special attention.

What is the bottom-line cost of your insurance program?

Look no further than your insurance com-

pany's Claims Department for that ans,$ er
If the Claims staff

 communicates with you
pays close attention to valid claims

* investigates bogus claims
it can be the most valuable ¢ogt sarings

resource your company has. With American
Excess Underwriters, you can be sure of
claims that make sense (and save dollars)

It's the American advantage

Worker's Compensation - USLH - Maritime
General Liabilitvy Retention & Cash Flow Plans

AEU zuorks exclusively through

Agents or Brokers.

AMERICAN' EXCESS UNDERVWWRITERS. INC

820 Howard Avenue

New Orleans, Louisiana 70113

504 524-4141
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BACK BOX 11 ™
Lift Angle Sensor

The BACKBOXII-isatoneand lightemitting
sensordesigned to provide feedback to the user
on the degree of forward bending during the
lifting task. The BACK BOX II™ is fully adjust-
able as both a lifting training aid and a task

analysis device that has
proven to be very effective in
manual material handling
safety programs. As an "in
process" safe lifting prompt-

400 er, the BACK BOX Ir is

natural complement to

* traditonal body mechanics
533 instruction.

. 1* * Promotes safety

awareness
31 * Aids in training
* ldentifies task
problems
* Helps you
Prevent painful injuries

Enhance productivity

Minimize cost
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Mail orders or requests for information to:

Essential Safety Products
P.O. Box 610, Boonville, CA 95415

* Patents Pending

New Congress may be eager
to place taxes on benefits

Continued from page 2
taxes.

« Accelerating scheduled Social
Security payroll tax increases and
expanding the number of employ-
ees who must participate in the re-
tirement system.

In addition, the troubled econ-
omy could trigger changes in the
structure of most employers' pen-
sion plans.

As more workers lose their ac-
crued pension benefits when they
are laid off, there will be more
pressure to overhaul the Employee
Retirement Income Security Act to
provide faster vesting, predicts
Kenneth Keene, senior vp at John-
son & Higgins in New York.

Currently, most companies offer
10-year "cliff vesting"” pension
plans in which an employee must
work for the company 10 years be-
fore he or she is entitled to the ben-
efit. As a result, workers who are
laid off before their 10th year of
service lose the pension if they are
not rehired by the same employer.

"Those laid-off workers will
make a lot of noise that Congress
will listen to," Mr. Keene said.

The opening shot in the benefit

STATE COMPENSATION INSURANCE FUND'S 1981 POLICY YEAR DIVIDEND DECLARATION

Dividend = Premium -Our Retention -Your Losses

That's it! Period.

No extra charges.

il 5. |

At State Fund, there are no hidden additional charges for items such as loss con-

version factor, losses which are incurred but not reported, reopened claims, etc.

No extra charges at all!

State Fund establishes retention levels only as a function of premium ranges after
each policy year's expiration. These levels are based on our aggregate experience

for that given policy year.

Dividends are declared earlier.

With the 1981 policy year dividend declaration of $163,000,000, State Fund is
accelerating dividend calculation to 10 months after policy expiration. State Fund
is helping policyholders improve their cashflow by calculating all policyholder

dividends 5 months sooner.

State Fund quotes the facts! State Fund doesn't promise future dividends. If you're
not already insured with State Fund, you probably should be.

STATE California's Leading

COMPENSATION
INSURANCE

Workers' Compensation

FUND Insurance specialist

Under California Law it is unlawful for an insurer to promise the future payment of dividends uncer an unexpired workers compensation policy or to misrep
resent the conditions for dividend payment. Dividends are payable only pursuant to conditions determined by the Board ot Directors or other governing board
of the Company following policy expiration. It is a misdemeanor for any insurer or officer or agent thereof. or any insurance broker or solicitor. to premise the
payment of future workers' compensation dividends Past dividend performance is no guarantee of an insurer's future dividend performance.
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Because we are much closer to the brink,

1983 has to be the year of Social Security

legislation. Without legislation, there will be dead
politicians all over the place as the monthly

checks are delayed,' Mr. Schieber says.

tax war could come this month
when the Reagan administration is
expected to propose, as part of the
federal budget for fiscal 198€, a
limit on the amount of tax-free
health care coverage an employer
can provide.

For example, premiums that ex-
ceed $50 a month for individual
coverage or $200 a month for fam-
ily coverage might be considered
part of an employee's taxable in-
come.

An informal alliance of insurers,
employers and unions are mobiliz-
ing to resist a health care premium
tax. However, they face powerful
opposition.

David Stockman, director of the
Office of Management and Budget,
and Martin Feldstein, President
Reagan's chief economic adv.ser,
favor a tax on health care. Mr.
Feldstein, in particular, has argued
that the availability of tax-free,
employer-provided health insur-

ance has been a cause of soaring
medical care inflation.

Limitations also are expected
on the use of the increasingly popu-
lar 401 (k) salary reduction plans.
Those plans, named after the sec-
tion of the Internal Revenue Code
authorizing them, allow an em-
ployee to reduce pretax income and
put that amount into a company
savings plan where it accumulates
tax-free interest.

"Congress will be asking
whether 401 (k) plans should have
the tax advantages it rejected for
Individual Retirement Accounts
when it expanded IRAs in 1981,"
said Mr. Kaye.

For example, withdrawals from a
401 (k) plan are subject to the highly
favorable 10-year forward averag-
ing tax treatment. By contrast, IRA
withdrawals are taxed as ordinary
mncome.

INn addition, IRA contributions
are not subtracted from an em-
ployee's Social Security wage base.
Wages deferred under 401 (k) plans
are exempt from FICA taxes, a
practice that could cost the Social
Security program hundreds of mil-
lions of dollars a year as the plans'
popularity increases.

Subjecting wages deferred under
salary reduction plans to FICA
taxes is one of the "easy" Social Se-
curity changes Congress zould

make.

But federal legislators, like Sen.

John Heinz, R-Pa., are concerned
that the Social Security wage base
is being eroded as employee com-
pensation in the form of benefits-
which are not included in the wage
base-increases.

Subjecting benefits to Social Se-
curity taxes would cause enormous
administrative problems for em-
ployers. While a FICA tax on bene-
fits is given only a slight chance of
approval during this session of
Congress, legislators are expected
to study the issue closely, experts
say.

However, other Social Security
changes are likely to occur as the
old-age retirement fund, which
provides monthly benefits to 36
million people, starts to run out of
money this summer.

"Because we are much closer to
the brink, 1983 has to be the year of
Social Security legislation,” said
Sylvester Schieber, research direc-
tor at the EBRI. "Without legisla-
tion, there will be dead politicians
all over the place as the monthly
checks are delayed."

Legislation putting Social Secu-
rity on solid financial ground could
move quickly. The House Ways
and Means Committee, for exam-
ple, has scheduled hearings on So-
cial Security beginning Feb. 1.
Committee members would like a
Social Security relief bill passed by
the end of March.

The Social Security bill that is
eventually passed is expected to
contain several major changes, ac-
cording to Mr. Schieber and other
experts, including:

- Speeding up payroll tax in-
creases scheduled for 1985 to next
year. Currently, the FICA tax is
6.7% of the first $35,700 of wages.
The tax is now scheduled to in-
crease to 7.085% in 1985.

It isn't known yet what the tax
base will be in 1984, but it almost
certainly will increase.

- Extending Social Security
coverage to new and recently hired
federal employees as well as bar-
ring non-profit employers, like
hospitals, from leaving the Social
Security program.

< Placing some kind of cap on
future benefit increases so that
benefits cannot increase faster than
wages during periods of high infla-
tion. Currently, benefits are in-
creased annually to match the rise
in the Consumer Price Index. .

Groundwater pollution may exist

at 180,000 sites,

WASHINGTON-Groundwater
contamination may result from in-
dvstrial and other types of waste
dumped at more than 180,000 pits
and 1:goons nationwide, an
Evironmental Protection Agency
report reveals.

The report, based on studies
begun in 1978, concludes thar about
90% of the ponds at 180,263 sites
pose at least a potential threat of
groundwater contamination. Only
about 8,000 of the sites are indus-
trial waste sites, according to Victor
J. Kimm, director of the EPA's of-
fice of drinking water.

The study for the report in-
volved "desktop" research without

EPA report says

visits to actual sites, Mr. Kimm
said. But he added that a "signifi-
cant proportion" of the sites has al-
ready been investigated by various
state and federal agencies.

Money for cleanup of the sites
could come from federal or state
sources, or from the companies or
individuals responsible for the pol-
lution, Mr. Kimm said, adding he
did not know if any of the waste
producers have been required to
contribute to a cleanup effort.

Some of the sites listed are
among the 418 hazardous waste
dumps identified by the EPA on
Dec. 20 as "worst cases" and may
receive federal cleanup funds. m



Congress may amend
1981 Risk Retention Act

By JERRY GEISEL

WASHINGTON-Questions con-
cerning the definition of product li-
ability may prompt Congress to
amend the Risk Retention Act dur-
ing its new session.

Legislators could overhaul the
1981 law-which makes it easier
for businesses to form captives to
insure product liability risks-to
make clear that the federal defini-
tion of product liability contained
in the law supersedes any state def-
inition.

However, the outlook for con-
gressional action on a federal tort
reform law, a federally supported
trust to compensate asbestos vic-
tims or changes in the federal
Longshoremen's and Harbor
Workers' Compensation Act,is

much less certain.

Congressional action on the Risk
Retention Act could come if state
legislatures enact a model bill
adopted by National Assn. of Insur-
ance Commissioners last month
that allows a state to impose its own
definition of product liability on
risk retention groups, a source said

(BI, Dec. 6, 1982).

Legal experts have warned that
risk retention groups, in many
cases, would be rendered useless if
they were limited by different state
laws on what types of risks they
could insure.

Most observers believe that the
very broad federal definition of
product liability contained in the
Risk Retention Act pre-empts any
state definition.

"But even more explicit language
may be necessary to discourage any
state from adopting the NAIC
model bill," the source added.

However, legislation that would
establish a uniform federal product
liability law clearly faces an uphill
battle.

Some believe that business sup-
port for the federal product liabil-
ity reform bill introduced by Sen.
Robert Kasten, R-Wis., diminished
late last year when the legislation
was amended to make it more ac-
ceptable to consumer interests.
However, others deny that the
move to pass such a bill has slowed.

"In the fall of 1981, there was no
bill and no sponsors. One year later,
the Senate Commerce Committee
had passed a bill and produced a
report on the bill," said Victor
Schwartz, counsel for The Product
Liability Alliance, a Washington-
based group that represents about
200 businesses and trade groups on
federal product liability issues.

"If we continue at this pace, a bill
can be enacted in two years," Mr.
Schwartz predicted.

Congress also will consider pro-
posals that would require the fed-
eral government to contribute half
of the cost of establishing a com-
pensation fund for victims of as-
bestos disease.

"There is no consensus on what

federal action, if any, is appropri-

ate," said Eric Oxfeld, an employee
benefits attorney with the U.S.
Chamber of Commerce. "Many leg-
islators will be turned off because
of the complexities of the (compen-
sation) issue.”

However, Congressional consid-
eration of federal action to com-
pensate occupational disease vic-
tims could encourage insurers to
settle differences among them-
selves on appropriate compensation
formulas, explained Les Cheek, vp-
federal affairs for Crum & Forster.

During the last session of Con-
gress, the Senate passed legislation

overhauling the federal Longshore
Act to curb the growth of future
benefits payable to injured workers
under the law (BIl, Aug. 2, 1982).
The bill, proposed by Sen. Don
Nickles, R-Okla., however, never
made it out of a House committee.

"Frankly, we were very disap-
pointed," said Tom O'Day, assistant
vp at the Alliance of American In-
surers and chairman of the Long-
shore Action Committee.

But while a new bill will be in-
troduced this year, its fate is uncer-
tain. "l suspect that while support is
very broad, it isn't very deep," said
a business lobbyist.

Others say, however, that it is far
too early to make any predictions
about longshore legislation. .
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Stadium owner covered for collapse

Continued from page 2
dium in time for the game were also covered under
the contract through an expediting-expense feature
in the policy.

"They have a good insurance program and are
adequately covered," the spokesman said.

The all-risk policy covering the Metrodome has
limits of approximately $80 million, industry

sources say.

The accident occurred while workers were re-
moving snow from the dome's roof on Dec. 30 fol-
lowing a huge snowfall. The sports commission was
concerned the heavy snow would collapse the
dome. Some of the snow shifted off the roof, result-
ing in an uneven weight distribution that caused

part of the roof to rise and strike a snow-removal
bucket.

The bucket tore a 6-foot hole in the roof fabric

that continued to grow as air rushed out of the sta-

dium.

Eventually, a 100-foot-long tear developed that
was 40 feet across at its widest point.

"It was like a bedsheet," the spokesman for the
commission said. "Once it ripped, it continued rip-
ping. It was really a freak thing that happened.”

The accident was the second time the fabric roof
of the Metrodome deflated after a snowstorm. In a
November 1981 incident, part of the roof deflated
under the weight of the snow.

That incident also caused an estimated $400,000
in damage.

Last month's accident, however, was not caused
by the weight of snow on the stadium's roof, the
commission spokesman pointed out.

About 10 people were working on the dome roof
at the time of the incident. There were no injuries.
"We got lucky on that," the commission spokesman

said.
The commission that owns the Metrodome is an
independent political subdivision of the state.
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Judge's order upsets Hyatt settlement

By BILL DENSMORE torney Irving Younger of the firm would bar federal class victims class to take advanta%e of the state torney, John M Townsend of the

4 of Williams & Connolly from obtaining punitive damages settlement would be left in neither New York law firm of Hughes,

KANSAS CITY, Mo -An unex- On Dec 6, state court plaintiffs Defense lawyers believe that Mis- case _ _ Hubbard & Reed Attorneys Tamil-

ected actl?n bg/ federa| Judge and Hallmark announced theg had sourt law fags that urémve dam- Ju,c(jj%e Wright %aeys such actions lar with t]he liti gn n estimate the

: ould raise the t& es for ?{en- aﬁree to cre§£8 a mmltl e damage ages dpar{ only be awarde ag}amst ﬂ]ew nc? el rqte“?ttemgg on trial w; J[J d.ﬁos oth sides a{1 estl-

i dants in the Kansas City Hyatt Re- fufid of up to $20 million to resolve defendant once in a particulaf inci- & part of de endants "to er ade m?ted million in court costs and

i gency Hotel skywalk collapse liti- claims pending in state court dent S court's Supervisory authority ega(l:lorene"s]emial Union exhausted its
gation nder the proposal, plaintiffs Thus, if the state Judge approves and to cause "disruption of the en-

U S District Judge Scatt O would have to agree tg ejther settle the punitive damage settlement tire. skywalks litigation limits in settlements prior to Dec
erg?\t[fas wee df%un efense at- cgalms or sue oncfy for compensa- fﬂna federal &glntl s could notq'l?@{ls court pgermlts the defen- 31, says Stephen A Cozen of the

torneys in contempt o?court for tory damages in state court to be receive punitive damages, the de- dants to make an end run around Philadelptia law f|rmho hCozen,
proposing a state-court class settle- entitled to a share of the punitive fense attorneys maintain Its supervisory authority, the prin- Begier onnor, which repre-

ment in the case (Bl, Dec 13, 1982) damage fund Lawyers had been expecting an- ciple that will be established for fu- sents CU
Judge Wright e oo o aar ) “OMRIAE class settlement ex- other state court Judge, Timothy D ture class actions is unconsclina- Morthbrook Fxcess & Surplus In-
mated 185 victims who withdrew tended to anyone present when the O'Leary, to give fast apBDrovaI to ble," the order adds o _ surance =0 previously exhausie
from a cong eting federal court sléywalks collags? , thus encom- thS' roposed settlement But Judge \fqudge Wright says the timir g of its limits of $25 million on behalf of
, class action after Déc 6 back into p ssing all the ¢ gims pending in Q'Leary wqh rew from the cage the defe anEs ac}ts, gomin J,u?t ts 8,ollc>(holde ", 0! .?tt, as did
the federal class e competing federal court'class Jan 4, citing a potential conflict prior to the start of a federar -rial, Hyatts primary liability jnsurer,
The federal class-action trial is action because a niece and nephew were "echo their intent" coidental Fin asualty Co o
expected to begin this week in Mr Younger, the lead federal m the Hyatt lobby and potentiall The federal judge’s order de- North Carolina.

! . y
Judge Wright's court class attorney, immediately pro- could accept the $1,000 settlements clares that the news conference Baccala & Shogp Insurance Ser-
In addition, some 999 people who tested, the state class settlement, offered by Hallmark. and other direct communications vices of Newport Beach, Calif., is
were present at the hotel when the claiming it interfered with the fed- Judgﬁ. anna nag alrgq_dé/ been between state paq|ets Cgmd fqd%al now sh%r.\qgeclatms-hag\dllnﬁ re-
skywalks collapsed on July 17, eral proceedings. constlting with Judge ary on class members'violated legal ethics sponsibilittes with the' American
1981, and have received $1,000 set. in a related development last the ca e'cJaW ers ai(‘N . Hence, Judge Wright found anyone nsurance Qo of N'ovato, Calif
tlements from Hallmark, were or- week, Jackson County Circuit . Federa Jrudsge right's order, who wrote the federal court after American, a Fireman's Fund Insur-,
dered back into the federal class. Court Pre3|ds|ng ﬁjd e ¥orest W issued Jan 4, also volds the liability Dec 6, asking to be removed from ance Co subsidiary, wrote a $50
However, all 1,184 claimants Hanna dela%/ed giving final ap- releases signed bx the 999 people the federal class, must be given an milhan, excess. palicy. abave GU io

have until Jan 12 to decide proval to the state Class settlement who accepted the $1,000 settle- opponéunitg @ rgconsider. f federal th d o d clai
whether to remain in the federal Without final state cou ts The order directs that the ince the beginning of federal the underwriting and claims man-
I
e

rt ap- men
lass, rejoin the proposed state class proyal, Hallmark, Hyatt and other $1.000 payments be considered as co oceedings, a total of ap- ager for th cess insurers that
geat%Iem n![ or pursue éilrc?a?n?s e1p ndants were%ce)cliaw %egm-r '$advan es}mgm anyefuctureldarmage d%rtéjgrtﬁgrtg&g@g @mants apv_e herma ar@§5e )rg'@f%:iaig[fh e

individually ning the federal court trial this awards to these claimants. unce their member- Hyall line above

9 | r . . Last week, attorn for Hyatt
Hallmark Cards Inc,, Hyatt.C hoyt k whether T t be- ship in the federal dcon- ~—oSiwest atiorneys fer va
andao grr sk %\Eaﬁ< Hgfenggn_ts 8{@¥V¥1€ae |¥¥<'1‘e88 _ser%ﬁ%n\ﬁlt\ﬁ sefaqgrhaﬂ‘eo _%mg?eﬁg\é%rt% rl?f %%mmgr-stlﬁﬂénthe?r c(:a'la?n%as_ élﬁ?ér?r?_ st%?g disclosed they had reached a writ-
could possi IP/ pa¥ out millions ot court Flamtlﬁs, whose claims are cial Unjon Insurance Co., which court or individually in federal ten agreément with Hallmark
additional dolfars it most of these estimated to be worth $40 milljon wrote a $1 million pr and a court Flf’%l laintiffs withdrew under which Hyatt agrees to sup-

{0l Ima
claimants decide to remain in the The defendants have been hop- $10 million excess/umbrella IQ{)H- priog to Dec. 6, 100 on Dec 6. the port the proposed state caurt seffle-
federal class, led by Washington at- ing the state court settlement 1ty pOA'I\ 1‘%" for Hal ate ne proposed settlerment was ment arranged by Rallmark an

Imark ) .
mark surBS|d|ary, Crown announced, and 185 withdrew after thereby be free of any further vic-
. Center Redevelopment Corp, built the announcement tims’ claims in that préceeding
Wage-loss proposal introduced  and owns the buiding which _Judge Wrights decision does not __ The erms of the agreement were

houses the luxury hotel, which is affect the 150 victims that opted out not disclosed but sources said the

BATON ROUGE, La -Louisi- The legislation, which was in- managed by Hyatt of the federal class action on or be- agreement calls for Hyatt to pay no
ana could become the second state troduced in the Senate Jan 4, seeks The federal Judge ruled that a fore Dec 6. punitive damages Rather, Hyatt
to compensate injured workers to replace a permanent partial dis- notice sent to Hyatt victims under A total of 204 cases have been agrees to direct its insurers to par-

only for proven lost wages The ability benefit system with com- the authority of the state court settled to date at a cost to the de- ticipate in funding any compensa-
proposed legislation also seeks to pensation only for proven lost failed to point out that the Dec 6 fendants of approxmatelg $34 mil- tory damage settlements that result

create a new state-administered wages after an accident settlement proposal was only tenta- hon. An additional 36 cases have from the agreement )
workers compensation system The reform also would create a tive and might not be approved by reached the level of a "handshake Attorngys for Eldridge & Son
The wage-loss portion of Senate system to process claims rather the state court agreement" to settle, both sides say, Construction Co, Inc, which built

Bill 14 is modeled after Florida's than have disputed claims go The federal judge also said the and will result in additional pay- the hotel, said theg had reached a
1979 reform, but Louisiana officials through the district court system notice did not point out that if the ments of $15 million similar agreemeant with Hallmark

have replaced the phrase "wage- The bill will die if it is not passed state settlement is not approved, "We're not afraid of a trial from Other defendants, if they do not

loss" with "supplemental earnings before Jan 19, the last day of the members of the state class who the standpoint of publicity cr the reach similar agreements, could
benefits" special legislative session have withdrawn from the federal court results," says a Hallmark at- still sue or be sued
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MGM claims may be capped at $115 million

Continued from page 1

scl-ibed as one of the worst fires in expected The sooner the insurers to file claims for indemnification of
recent U S history, MGM pur- have to pay losses, the less invest- its liability losses

chased an addjtional %1 70 million ment income they can eam on the ur eagyeYTTsuricreigoarsda
in retroactive liability coverage a a_pr@lpald_premlum . : )
cost of $39 mdlion to meet potential The first stage of the agreement, the projected losses The final fi-

GRIMSRSHEingLrom 1he fire which WA, GHRISLed Jast MO RABRISLIMBECL olbed0lpLfire on ®
¥

591 on Nov 21, 1930 (BI, Feb 9, irt‘h% t[)LﬂgL qamqga@iggﬁi%ig%of those (gﬁﬁtés%%qﬁtand on QHst.ho

1981) Y muc y costs the in-
The back-dated liability cover- placing $25 million in the court- surers aggree_to indemnify
age, which has been a source of monitored fund established by the Once the first tier of the retroac-
courtroom controversy from the agreement o _tive insurance underwritten by
outset of the massive ﬁtlgatlo_n, was A second $25 million is to be Bald Union Indemnity has been ex-
layered in four tiers The]pollcy into the trust upon delivery of 1009 ¢
Prowdlng the first layer of retroac- of the releases from the 450 claim- costs paid to
ive insurance of $35 million was ants, which would relieve MGM tier that is layered from $65 million
issued by Union Indemnity Insur- from further liability in those to $100 million would be tapped _
ance Co of New York, a subsidiary cases IT:'S ?Cot”dlf’st_m'"'f’:" ayer in-
of broker Frank B Hall & Co, cludes entral National Insurance
which brokered the back-dated in- The final $25 million would Co for $16 1 million, American In-
surance Union's policy, which was then be paid over a two-year period ternational Group Inc for $10 5
reinsured primarily with General in two installments million, General Reinsurance Corp
Reinsurance Corp, is the policy im- The court-approved agreement for $3 5 million, Chubb & Son for
mediately at risk in the settlement requires that the Plaintiffs' Legal $2 million, Lloyd's and British
Committee, a committee of 10 at. companies for $175 million, and
MGM's general counsel Ber- torneys appointed to represent the Crum & Forster for $1 1 million
nard Segelin said MGM will pay myriad of plaintiffs, deliver these (Bl, Sept 28, 1981)
the settlement cost initially with its releases by April 1, 1983, or the set-
, own funds and will then move to tlement is subject to cancellation by

resolve its insurance claims MGM

The $35 million provided by

Union Indemnity is believed to

When the final figures are tal- The 450 lawsuits include 65 death have cost about $20 million and the

, lied, it is proJected that the MGM claims, 872 individual personal in- second layer of $35 million under-

settlement will have saturated the Jury claims and a handful of prop- written by six other insurers is
$30 million in hability coverage the erty damage claims Settlement fig- thought to have cost $7 million

company had prior to the fire, the ures have been reached in approxi- When MGM reaches into this

:111:2=2;77C== 1= ztcetlyserr{h:Z:rrZ Zfnbe$praiionmloany2ZZ

into the third tier of insurance The other claims still being finalized panies with all participating on a
final $75 million excess of $125 mil- Once the $75 million has been in- pro rata basis, according to an
lion in retroactive coverage is ex- dividually prorated in each of the MGM attorney
pected to remain untouched 450 suits, the plaintiffs' committee Once these layers are exhausted,
Although it is almost a certainty Will present these offers to the the third layer provides $25 million
that there will be resistance among claimants for individual approval in excess of the $100 milhon under-
at least the first two layers of insur- Although MGM officials have in- lying coverage The cost of that
ers once they receive MGM's dicated that they would accept less coverage is estimated at $25 mil-
claims, the companies are declining than 100% of the claimants' re- lion
comment on the case until the set- leases, sources close to the case say Companies participating m the
tlement is finalized that if less than 75% of the claim- third layer, which will most likely
"Because this retro coverage is ants approve the settlement offer, be penetrated for $15 million to $20
such a new animal, there are any MGM might consider withdrawing milhon, include National Union
number of unanswered questions from the settlement Fire Insurance Co for $10 35 mil-
on Just how each policy will re- Finalizing the settlement is also lion, Insurance Corp of Ireland for
spond," said one attorney attached contingent on the plaintiffs' com- $5 million, St Paul Surplus Lines
to the case "l expect MGM will be mittee's ability to collect additional Insurance Co for $32 million,
pushed to litigate to settle some of amounts of money from other de- Northbrook Insurance Co for $25
fendants in the case million, Travelers Indemnity Co
An insurance expert close to the On Tuesday, following the initial for $1 million, Crum & Forster
| case and familiar with both the set. signing of the MGM agreement, Group for $1 million, The Home In-
tlement and the Union policy said, four small contractors among the surance Co for $1 million, North-
"Obviously there is conflict (be- other 112 defendants named in the umberland General Insurance Co
, tween Union and MGM) You look case Joined MGM by offering a set- for $750,000, and Guardian Insur-
at the policy and you look at what's tlement totaling $2 million ance Co of Canada for $200,000
being said in the newspaper (about Air Balance Co,W A Perry, "The $100 million to $125 million
the coverage responding) and they Standard Cabinet Co and Advance layer is a pro rata layer too," said
just don't match " Mechanical Co each agreed to pay Mr Goldman "Then from $125
Allan Goldman, chief attorney $500,000, according to plaintiff's million to $200 million it gets very
for MGM in the litigation, said that committee co-chairman, New Or- complicated In some areas it is pro
' approximately $10 million of that leans attorney Wendall Gautier rata and in other areas it is fixed
1 $35 million layer already has been All four of these defendants have and there are many, many com-
absorbed by settlement costs, leav- liability insurance which is ex- panies involved "
ing about $25 million that would be pected to respond to the settlement While it is doubtful that MGM
the first tapped by MGM in the agreement, said Mr Gautier will pierce the top $75 million layer
current $75 million settlement A total figure of the additional of retro coverage, there are 12 par-
amounts required by the Plaintiffs' ticipants in this layer which is be-
"Union Indemnity, the carrier Legal Committee to finalize the set- heved to have cost MGM between
presently at risk, has said very tlement has not been disclosed $5 million and $9 million
clearly to us 'MGM, you go make There are several other major de- Participants in this layer include
your settlement and then you come fendants that have not moved to- Lloyd's & British companies for
to us for indemnification, said ward settlement and still face a $39 4 million, Union International-
Mr Goldman, of the Los Angeles Jan 17 trial date U S branch for $19 8 million (of
law firm of Wyman, Bautzer, Roth- Among them IS California Elec- which $3 million is reinsured by
man & Silbert, in charactertizing tric Construction Co, a unit of GK Resolute Reinsurance Co and the
Union's participation in the nego. Technologies Inc, which also pur- balance by General Reinsurance
tiation process "They were given chased $40 million in retroactive 11- Corp ), Federal Insurance Co for $2
drafts of all the negotiations and ability insurance However, more million, Mercantile Mutual for $3
we were encouraged by the insur- defendants are expected to propose million, Grand Union Insurance
] ers to negotiate toward a settle- settlements as the trial date draws Co for $1 5 million, The Travelers
ment " closer Insurance Co for $2 million, Orien-
The proposed MGM settlement tal Fire & Marine for $225,000, The
' that the insurers watching the pro- received formal approval last Tues- Home Insurance Co for $1 million,
ceedings gave any stamp of ap. day from United States District Employers Insurance of Wausau
proval to the final product Court Judge Louis C Bechtle, who for $3 million, Birmingham Insur-
"The insurers could take a lot of has been presiding over the vast ance for $15 million, Agencle In-
different positions (on any claims majority of these cases following teroceania for $75,000, and Falcon
* filed by MGM) like '"You're paying his appointment by the Judicial Insurance Co for $1 5 million
too much money,' " Mr Goldman Panel on Multi-District Litigation This settlement in no way affects
said "But we've been having dis- (BIl. Sept 28,1981) the $70 million suit brought by
cussions with them throughout and Judge Bechtle said he found the MGM against two of its property
| would certainly be hopeful that settlement "fair, Just and reason- insurers resulting from a dispute on
no madJor problems will arise " able " Although there are a number the rebuilding of the Las Vegas
Potential problems with insurers of contingencies that must be met hotel-casino after the fire (B,
could hinge on interpretation of the before the settlement is finalized, March 1, 1982)
policy terms The insurers and both plaintiff and defense attor- According to an MGM attorney,
reinsurers may also balk because neys seem optimistic that the re- that suit is proceeding toward a
the settlement is coming sooner- maining conditions can be met trial date of August 1, 1983

the insurance issues "

However, there is no indication

Just over two years since the fire- Once the settlement is finalized, %,f.,,
In the aftermath of what was de. than the six to 10 years some had MGM would then be in a position 9/7.

0% hausted, bringi é; the total liability -'
g 5 million, a second «f / + 50
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of the
GlLethal

Front Clire

The tire company was served with
a major lawsuit. A fatal accident
occurred when a car swerved into
oncoming traffic. Failure of the front
left tire was alleged to have been
the culprit.

Countrywide investigators grew
suspicious when they discovered that
the skid marks ended prior to impact.
Would the driver deliberately let up on
the brakes? Then came expert testimony
that the deflated tire was caused by
the impact. A check of the brakes

revealed soda pop in the brake fluid!
The lawsuit was dismissed.

Details of this case have been
disguised to protect the confidentiality
of our client. But it typifies our claims
management work for major self-insured
manufacturers throughout America and
abroad. Unlike insurance investigators,
we are not settlement oriented. Our
primary concern is to help you defend
the integrity of your product. ...I.

Please write down
our phone number. We'll -

resolve your nnost
perplexing mysteries.

Countrywide
Services

Corporation

Specializing in product
liability claims management
11933 Westline Dnve, St. Louis, MO 63141, 314/878-3306
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. lenol capsules injected witn pot- Ordinarily, excess insurers the suit in the Newark federal combined single limit each occur-
Tyl e nol sSu |t son resulted in withcrawal of all would expect a primary insurer to court. McNeilab attorneys asked renee, each product and annual ag-
Tylenol capsules from the market- lead their legal defense But, in this the court to delay service of sum- gregate, including defense costs
Continued from page 1 place and businessinterruption and case, since the primary insurer is a mons until they gave the go-ahead. The first excess layer, under-
In addition to those losses, extra expenses suffered by MeNell, subsidiary of the pohcyholder, it is "We wanted to have a chance to written by L. W Blegler Inc in
MeNeilab spent more than $60 mil- for :11 of which defendant Affi- uncertain how the defense will be talk to the insurers before com- Chicago provides limits of $5 mil-
lion to withdraw its Extra-Strength liated FM Insurance 23 is obli- coordinated among the defendants mencing suit," explains Mr Fine in hon and is split equally between
Tylenol and other capsule products gated.. " Three of the defendants-North J&J's legal department Middlesex and North ‘River The
from the market, the suit says It is This language cescribes a chain River Insurance Co, a unit of However, none of the defendants premium for this excess layer, to be
asking for reimbursement for these of causation beginning with the Crum & Forster, Employers Insur- or their attorneys contacted by shared by Middlesex and North
actual withdrawal costs from ex- physica1 contamination of the ance of Wausau and Transit Casu- Bustness Insurance acknowledged River, iS based on sales, beginning
cess and umbrella liability insurers prodLet that leads to eventual loss alty Co -have retained the New that serious claims negotiations at 47 cents per $1,000 of gross sales
in the first four layers of its um- of earnings and extra expenses York law firm of Mendes & Mount have taken place "There haven't of contraceptives, intrauterine de-
brella liability insurance program "J&,T retains an insurable inter- to defend them against the MENei- been any to my knowledge," said vices and ethical drug products,
If the court finds that J&J's ex- est in Tylenol in the marketplace lab suit, confirmed Richard Sey- Mr Seybold at Mendes & Mount 19 6 cents per $1,000 of gross sales
cess liability insurers are not liable When there is direct pnysical dam- bold, an attorney at the firm who is Because they had not yet seen of non-ethical drug products and
to their policyholder for payment age to the product in the market- handling the htigation the complaint, general counsels and 17 cents per $1,000 of all other
of product withdrawal expenses, place. that triggers the coverage,” "To my knowledge, there has claims executives at the insurers gross sales In the second year, the
then the lawsuit asks for recovery explains Gregory L. Diskant, a been no meeting of the parties and were reluctant to discuss the likely rates increase to 48 cents from 47
of these recall costs under the Affi- partner in the New York law firm there IS no great uniform ap- direction their defense would take cents and to 20 cents from 19 6
liated FM all-risk property policy of Patterson, Belknap, Webb & proach," he said Privately, they were aghast tha. a cents In any event, the maximum
in addition to the business inter- Tyler, which 13 representing Northbrook Excess & Surplus In- policyholder would sue for product cost of the 36-month policy is to be
ruption costs In any event, the McNeilai in tandem with Smith, surance Co has retained Feinberg, withdrawal coverage under an um- 52 85 milhon
maximum limit of that policy Straton, Wise & Heber in Prince- Feinberg & Tritsch, a Rahway, brella excess policy J&J paid a minimum and deposit
would not permit recovery for both ton, N J N.J, law firm, reported an execu- "That's really stretching it," said premium to North River on Jan. 1,
Mr, Diskant po.ntec out that his tive m the insurer's claims depart- an attorney in one of the defendant 1982, of $422.830 in U.S dollars and
ruption losses client is seeking recovery of the ment. insurer's legal departments $17.983 in Canadian dollars The
McNellab has submitted claims to full $50 million Follcy limit under The legal defense plans of the Most umbrella policies include an policy also calls for installments to
all of the insurers named in the the all-risk property policy. other excess and umbrella insurers, exclusion for "damages claimed for North River of $431,640 in U S
suit, but none has acknowledged Tne $60 millicn sought under the including Aetna Casualty & Surety the withdrawal, inspection, repair, funds and $18,360 in Canadian
coverage for withdrawal or bum- excess policies, or alternatively Co., American Centennial Insur- replacement or loss of use of the funds on Jan 1, 1983, and again on
ness interruption expenses, the under the business ir.terruption ance Co, Granite State Insurance named insureds products ," noted Jan 1,1984
complaint states policy, to reimburse withdrawal Co and First State Insurance Co, James A Robertson, editor of "The The second excess layer provides
In its claim against its excess lia- expenses could change as better es- could not be determined Umbrella Book," a respected refer- hmits of $20 million and is written
bility insurers, MeNellab appears to times of the actual costs become Affiliated FM Mutual Insurance ence on commercial umbrella and by North River for $124 million,
arguing that the Tylenol recall ava.lable But tte trend in that esti- Co has retained the Newark firm excess liability forms that is pub- Middlesex for $25 million, Transit
prevented additional user deaths mat€ is down from the $100 million of Podvey, Sachs & Catenacci to hshed by risk management consul- Casualt¥ for $500,000 and Employ-
and direct product liability claims original-y calculated ty the com- represent it in the lawsuit tants Warren, MeVeigh & Griffin ers of Wausau for $4.6 million
"We've just been retained and But J&J's first-layer excess um- The third excess layer provides
claims against the Tylenol maker Most of the recall costs were in- have not really had a chance to brella, underwritten by North hmits of $25 million and is under-
would be recoverable under the curred in buying back Tylenol bot- study the case," said Henry Caten- River, is a manuscript policy and written by Aetna Casualty &
policies, so too should the expenses tles from retailers and consumers accl, a partner in the firm But he could be an exception to the rule Surety for $75 million, American
incurred to avoid those damages, and shipping them :o disposal raised two issues he expects to fig- "What | would expect IS that the Centennial for $5 million, Granite
the policyholder argues ponts The cost of testing all the ure in the suit policy speaks for itself," observes State for $4 9 million, North River
Asked to summarize MeNellab's recalled capsules for the presence “Bumness interruption is trig- Donald F Muldoon, who heads the for $5 million and an unidentified
arguments for coverage under ItS of poisons exceeded their value, gered by perils covered in a pol- company bearing his name that insurer for $2 6 million
various policies, Johnson & John- therefore, all tie Ni-hdrawn cap- icy," he noted "Does the policy also acts as managing general The fourth excess layer provides
son Assistant General Counsel sules were destroyed cover business interruption that iS agency of Transit Casualty Co hmits of $25 million and is under-
Roger Fine referred to the com- The coverage dispute is compli- caused by voluntary withdrawal of The key will be the intention of written by Aetna for $5 million,
plaint cated b) the participation of Midd- the product from the market?" the parties in drafting the policies Granite State for $6 million, First
"I think the language speaks for lesex Assurance Co Ltd, J&J's The second issue is the limit of and interpretation by the court of State for $5 million and North-
itself," he said, pointing to two par- whclly-owned 3ermuda captive in- Affiliated FM's liability under its possible ambiguities. State law ty- brook Excess & Surplus for $9 mil-
agraphs within the suit surer, ir the parent's Droduct liabil- policy It is not clear from the pol- pically requires that ambiguities in hon
"Once MeNell was put on notice ity program Middiesex under- icy if the full $50 million catastro- insurance coverage be construed m Much of the excess coverage is
of the rash of random poison injec- wr.les the first $5 m-llion of J&J's phe limits afforded by the policy favor of the policyholder reinsured in London marksts, say
tions into its Tylenol capsules, its U.S product liabil.ty coverage and would be available to pay McNei- J&J's product liability coverage, industry sources
failure to effect prompt withdrawal assumes an additional $25 million lab's claim, said Mr Catenacci He provided by its captive and its ex- The all-risk property policy pro-
of the Tylenol capsules could, in both the first and third excess added that the insurer's very large cess and umbrella liability policies, vided by Affiliated FM Insurance
and in all hkehhood would, have umbrella layers policy is heavily reinsured exceeds $100 million, confirmed Co was underwritten for a three-
been claimed as a negligent or Ordinarily, excess insurers will Under federal court rules of pro- Mr Fine The first $80 million is year period ending July 1,1984, for
rossly negligent omission consti- not pay a loss unt.1 underlying cedure, the parties have 35 calen- structured as follows a total premium of about $18 mil-
uting a proximate cause of any lim, ts are exhausted But, Mr Fine dar days from service of the suit to Middlesex Assurance Co. Ltd, hon including $611,000 at inception
further poisonings " says that payment to the parent by answer, said Mr Catenacci Some one of two J&J Bermuda capt-ves, and an equal amount each anniver-
The other key paragraph refers the captive is not an issue that any of the defendants reported they underwrites the first $5 million sary -
to J&J's claim for business inter- of the excess insurers has raised were served Jan 4, although most

"Middlesex has nct paid on a were already aware that the suit
claim-but no one has even asked had been filed

the withdrawal and business inter-

ruption and extra expense coverage
under its all-risk property policy

"The physical damage to the Ty- about it," he ncted. The day following the filing of
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Insurance industry stocks dropped slightly dur- could be shaping up
ing the week ending Jan. 4 as the Business in- along similar lines.
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. Brokers expect little growth

iNn profits for coming year

By LEONARD M. WILSON enough, perhaps by 10% to 15%, to hurt in the Nonetheless, offshore operations should out-
. . first half of the year when they are normally perform U S brokerage materially in local
Special to Business Insurance collected. currencies In dollars, foreign brokerage

v INGING IN THE new year consists of Interest rates are likely to remain low in could gain 10% to 12% over 1982 figures
L more than well-intentioned resolutions 1983 Yields of 8% to 9% are about all that The profit plan should anticipate flat earn-
.for tthte blicly held insurance brokers The should be reasonably expected Conse- ings again in 1983 with the worst earnings
1 difficul aﬁ of;grepar- quently, the brokers' investment income comparisons in the first half of the year If
li ing budgets for 1983 15 could drop as much as 20% to 25% for the year expenses increase 6% to 8% and investment
f Just nearing comple- as a whole The slippage could be even worse income declines 20%, it will require a 7% to
M tion If 1982 was a year in the first half of the year when year-to- 8% advance in commission and fees to keep
/ to forget in terms of year interest rate comparisons could show earnings on a par with 1982 results Robust
earnings growth, 1983 the widest gap earnings growth is unlikely unless the mar-

surance stock index slipped 0.6 points to 226.1

from 226.7. Twenty stocks gained, 15 were un- brokerage manage-
changed and 30 closed down. The largest gains ments are hanging
were posted by Avemco Corp., 17.6%; Jeffer- crepe But, there seems

No one is particularly excited about the ket firms Until then. it will be necessary to
economy except government spokesmen keep a tight lid on costs
This is not to say that However, economic conditions should be This foray into profit planning may not be
somewhat improved in 1983 This could help especially heartening It implies another year
hard-pressed offices that are tied to a client of underpar earnings and profitability Last
base in heavy industry, consumer durables year's exercise in budgetary crystal ball gaz-

son Nabonal Life Insurance Co., 10.5%; Reed to be the sober realiza- Mr. Wilson and residential construction ing was too optimistic It projected flat earn-

Stenhouse Cos. Ltd., 8.8%; Equilax Inc.,5.3%:; tion that 1983 could

But, a possible turn in the economy should ings for 1982, when, in fact, all the brokers,

and Aneco Reinsurance Co. Ltd., 5.0%. The again be a difficult year Austerity might be be given small weight in budgeting operating except Marsh & McLennan Cos. Inc and
largest losses were reported by Poe & Associ- the operative word to describe this year's progress because the recovery's impact on Corroon & Black Corp, reported lower earn-
ates Inc., 8.7%:; Integrated Resources Inc., game plan. commissions will lag the general economy ings through the first nine months of 1982.
7.696; Washington National Corp., 6.096; Chubb The public brokers, by necessity, are The brokers' new business production was In 1983, we would like to be surprised on
Corp., 5.796; and CIGNA Corp., 5.0%. The 0.3% guarded about the details of profit plans again outstanding in 1982 Keeping up the the upside, so caution seems Justified

drop in the 8/index was not as great as the However, if we were to have a look over the pace in 1983 will not be easy Even so, expec- Any signs of an easing in premium rate
2.3% drop in the Dow Jones 30 industrials for shoulder of imaginary XYZ Insurance Bro- tations call for another banner year, based on competition, though, would help push up the

the same period.

British Issues

1 Week

4 Jan Price P/E Div. Yield High-Low
Companies pence pence % pence pence
Commi Union 126 210 16.86 134 125-124
Eagle Star 352 141 21 43 61 356-345

Gent Accident 354 11 8 23.21 65 356-352
Gdn Royal Exch 354 10 1 2500 7 1 356-350

Phoenti 288 15.2 2400 8.3 292-288
Royal 427 10.4 36.07 85 427-425
Sun Alliance 895 149 61 43 6.9 895-870
Brokers

CE Heath 277 79 1871 68 278-275
Hogg Robinson 93 72 857 92 95- 93
JH Mint 107 97 543 5.1 108-106
Sedg Grp 180 103 857 4.8 180-178

Stenhouse Hidg 101 94 786 72 10«-100

Stew Wrightson 237 8.5 18.57 78 237-235
Willis Faber 495 12.4 21 43 43 495-490

Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,

London

kerage, the profit plan might well contain the an abundance of probable closings already in pnce of the brokers' stock. The current stock

following assumptions hand, plus the establishment of new pro- market psychology is strongly oriented to-
Premium rates will remain quite soft in grams Production is pivotal to matching or ward the future If some evidence of a

1983 despite massive and mounting under- surpassing 1982's profit level, so the pressure change in pricing surface surfaces in 1983, we

writing losses. Underwriters are trying to to entice new clients must be unrelenting believe the Stocks of the brokers will re-

talk up rates, but generally continue to com- A high inflation rate has been a bitter pill spond -

pete as if there will be no tomorrow There- in the face of falling commission realizations

fore, it should be assumed that renewal pre- since 1978 The easing in inflation now under . . .

miums, as a result of soft rates, will dechne way provides a rationale for holding employ- Financial briefs

5% to 7% in 1983, compared with 9% to 10% in ment costs in check. Operating expenses

1982 The apparent stabilization of reinsur- should also increase much more slowly Total Baldwin-United

ance premium rates in London is a good sign, expenses, therefore, ought to rise at a single-

but that should not alter the cautious assess- digit rate after seven years of double-digit in- _The Arkansas Insurance Department has
ment for 1983 creases given two insurance subsidiaries of Baldwin-
Contingent concessions are not all that im- Activities outside the realm of rate-sensi. United Corp a clean bill of health But, the

portant in the total scheme of brokerage rev- tive property/casualty insurance brokerage department adds, the companies were "im-
enues Nevertheless, they could be [ower are likely to advance strontgly Employee perded" until July 17 when Baldwin agree_d
benefits, an area with confinuing poténtial, to an infusion 6f more than $200 million in

> o o) h .
Leonard M. Wilson, a up of L F. Rothschild, should increase 12% to 15% in 1983 Risk capital (BIl. Nov. 1,1982)

. ) management services revenue will continue At the same time, former Arkansas Insur-
Unterberg, Towbm in New York. special- to grow briskly. ance Commissioner Bill Woodyard Il has
izes in insurance brokerage stocks He ts a The strength in the dollar has positive and cautioned regulators in other states about
member of the New York Society of Secu- negative implications depending on the types what he regards asa "significant new regula-
rity Analysts. of foreign currency a broker deals with tory phenomenon, namely large, multistate

insurance holding companies.
" The laws of many states, including
ours, on insurance company Investment in

B I I n d u Stry Sto C k Re po rt subsidiaries seem far too liberal,” Mr Woo-

dyard wrote in a memo accompanying de-

JAN. 4, 1983 12/28/82 THRU 1/4/83 JAN. 4,1983 12/28/82 THRU 1/4/83 partment examiners' final report onthecom-
. o e . panies, dated Dec 31
Insurance Cos Price °0 Chg PE $ Div °0 YId High Low Vol (000) Price °0 Chg PE $ Div °0 Yld High Low Vol (000) . .
T Mr. Woodyard said the examiners con-
Aotna Life & Gas Go NYSE 35.63 -4 0 5.8 2.52 7.1 36.63 35.63 1,162.1 United Fire & Cas Co oTC 31.75 -0.8 85 088 28 32 00 31.75 2.1 cluded that the two companies, National In-
American Bankers Ins Group oTc 10.38 -4.6 81 OS50 a.8 10.63 10.25 142.9 United States Fid & Gty Co NYSE 43.88 -2.0 10 7 3.60 8.2 “45.50 a3.88 2850 vestors Life Insurance Co. and National In-
American Gen 1ns Co NYSE 55.25 0.5 7.6 2.20 4 O 55 63 55 25 205.0 United Sves Life Ins Co oTc 2038 3.2 6.6 1.00 4.9 20 s0* 20.13 351 i
American Indt> Fint Corp ore 23,13 0.5 17.7 1.12 a & 23,13~ 23.13 258 e vestors Pension Insurance Co, had a com-
American Intl Group Inc OTC 78.25 -3.7 11.6 0.24 0.3 81 00 78.00 245 7 Uslife Corp NYSE 235.00 0.0 5.0 088 3.8 23002263 oo bined surplus of $114 million as of Sept 30
Washington Natl Corp . . H . ]
Armarican Nat ine Go ore 12.00 1.0 @.0 0.ma m.e 15281800 448 Zenih Nat Ins Gorp ;rt}.:} 31 18 0 ao M 19.75 19. 44 2 At one point, the examiners' report notes, the
AIIL e SD TES2SS5S5558 TETTUN 20 s commnes =0 a two insurers held as much as $650 miliion in
Avemco Corp AME>X 15.88 17.6 91 O.58 3.7 17.00* 13.75 39.1 Baldwin-affiliated investments
Banks lowa Inc orc A42.0000 103 1.48 3.5  42.00 42.00 - Baldwin-United's shuffling of assets
Bitco Corp orc  29.50 -3.3 4.8 1.92 6.5  =20.50 29.50 . Agents/Brokers Mt 5406 4.6 105 1 04 o o6 2400 sose among insurance and other subsidiaries
Carolina Gas Lns Go ore 738 1.7 8.9 0.2 4.3 738~ 7.38 2.0 Alexander & Alexander Svos 00 _a. 81 : . . :
Chubb Gorp OTC 49.63 -5.7 8.0 2.92 5.9 52.00 49.50 273 1 Baldwin & Lyons Inc OTC 39.00 0.0 6.4 0.80 2.1 39.00 39.00 0.4 emerged as a key concern of Arkansas regu-
Combined Intl Corp NYSE 27.50 0 9 8.3 2.00 7.3 27.63 26.SO 201.3 Corroon & Black Corp NYSE 26.00 -2.3 12.8 1.80 6.9 26.50 25.75 240.8 lators as they looked into the affairs of the
Continental Corp NYSE 29.25 -4.1 9.3 2.60 8.9 30.25 28.88 184.4 Crump E H Cos Inc oTc 10.00 OO 169 0.40 40 10.13 10.00 759 R L A )
Emett & Chandler Cos Inc ore ©9.88 0 0O 32.2 O 0O 0.0 o.88 o.88 130 two Little Rock-based subsidiaries, which
Grawford & Go o7 16.25 0.0 11.9 0.56 3.4  16.25 16.25 o2 . . .,
Grown Life Ins Go oc  ©8.75 0.0 5.8 310 3.6  as.7sasrs o6 N Frank B & Go ne NYSE 26063 5.0 12.8 1.70 5.7  2seszaas 232 sell single-premium deferred annuities
Crum & Forster NYSE 54.50 1.6 11.3 1.76 3.2 54.50" 53.50 190 7 AMEX 33.50 -7.6 10.1 0.00 0.0 35.25 33.50 120.2 Regu|ators also looked at the involvement
Empl Cas orc  ®1.75 0.0 14.4 1.20 3.8  32.00 31.75 12 James Fred S & Co Ine NYSE 33.25 0.0 16.8 1.60 4.8  33.25 33.25 0.0 . S .
E:E.Z:r.sn:s ° NYSE 27.255.314.4 1.32 4.8 =27.2526.00 S04 Marsh & Melennan Cos Inc NYSE 41.00 0.3 12.7 2.20 5.4 41 SO 41.00 e7.a of the two Arkansas insurers in financing
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Mr Woodyard, who resigned after the No-
vember election, agreed to remain commis-
sioner until the Baldwin-United report was
*Record high/lbw since Jan 1,1982 System design Altman Information Systems completed. He has been replaced by Linda N.

Garner, a former aide to outgoing Repubhcan
Gov. Frank White.



If you were reconditioning this 1932
Auburn,youti go to an expert.

Why buyWorkers' Comp. anydifferently?

\%

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 70% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

it +

Location courtesy of Her tage Plantation, Sandwich, Massachusetts.
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INSURANCE COMPANIES. WAKEFIELD. MASS. 01880



