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Ashland Oil's cleanup bills
for oil spill pass $4 million

PITTSBURGH-Ashland Oil Co. al-
ready has spent more than $2 million to
clean up the Jan. 2 Monongahela River
oil spill and another $2 million to assess
and alleviate water pollution problems
resulting from the spill, which has
spread into the Ohio River.

In addition, the company has hired
Crawford & Co., an Atlanta-based
claims adjusting firm, to process, spill-
related claims from businesses and indi-

viduals.

Continued on next page

Self-funded MET  GGulf tax ruling may permit
captive premium deduction

proposals raise
solvency issues

By DEBORAH SHALOWITZ

WASHINGTON-A House committee proposal that
would make it easier for small employers to band
together to self-insure group health care benefits could
trigger a new wave of problems involving self-funded
multiple employer trusts, benefit experts say.

The proposal, contained in a recent report by the
House Small Business Committee, recommends amend-
ing the Employee Retirement Income Security Act "to
permit small group associations to self-insure and thus
be exempted from state mandated benefit laws."

Under an amendment to ERISA passed by Congress
in 1982, such arrangements, best known as self-funded
multiple employer trusts, are required to comply with
state insurance laws, including mandated benefit laws
and reserve and capital and surplus requirements (BI,
Dec. 27, 1982).

While the report only recommends that self-funded
METs be exempted from state mandated benefit laws,
observers fear that Congress also could exempt the
trusts from state solvency requirements in'an effort to
encourage formation of self-funded METs.

The committee report, in fact, urges other congressio-
nal committees with jurisdiction over ERISA "to ex-
plore possible solutions to government regulations that
impede the formation of pooling arrangements by small
firms.”

If self-funded METs were released from all state reg-
ulation, they would not have to satisfy any solvency
requirements and that could lead to severe financial
problems, much the same situation as in the late 1970s
when numerous self-funded METs collapsed, some ob-
servers say.

Continued on page 10

By DOUGLAS McLEOD

WASHINGTON-Captive insurance company experts are
cautiously optimistic that a recent U.S. Tax Court tuling
could allow parent companies to tax deduct premiums paid
to wholly owned captive insurers in some cases.

However, based on this ruling alone-which suggests that
parent companies could deduct premiums paid to captives if
the captive writes a large volume of non-parent-related busi -
ness-few captives,will rush to write third-party risks, the
experts predict.

The optimism is being generated by a November ruling by
the tax court in a case brought by Gulf Oil Corp. over the
denial of deductions for premiums it paid to its Bermuda-
based captive, Insco Ltd., in 1974 and 1975.

Following a line of previous decisions, a majority of the
court's panel denied the deductions, pointing out that all or
most of Inseo's business in those two years was Gulf-related
and that there was none of the risk shifting required for
premiums to be treated as deductible insurance payments.

However, in a footnote to the decision, the court suggested
that a larger volume of unrelated business might render a
parent company's premiums deductible.

"If at least 50% (of a captive's premiums) are unrelated, we
cannot believe that sufficient risk transfer would not be pres-
ent," the footnote reads.

"I don't think anybody knows what's going to happen after
this, but it's the first bright sign on unrelated business in
wholly owned captives that | have seen,”
Sciortino, a tax lawyer with Baker & McKenzie in New York.

"certainly everybody has more reason to be hopeful now
than they did before," agreed John W. Weber Jr., an attorney
with LeBoeuf, Lamb, Leiby & MacRae in New York.

If the tax court follows the reasoning of the footnote in
future decisions, some captives may become more interested
in assuming third-party business, particularly from such
controlled sources of unrelated premiums as captive risk-

said Benedict J.

Employee benefit costs

top $10,000 per worker

By JERRY GEISEL

viously, group health and life insurance costs were

lumped together as one item.

sharing pools, observers say.

One such pod, First Island Reinsurance Assn., discontin-
ued underwriting last. July after the number of member cap-
tives fell to four from seven at year-end 1986

Johnson & Higgins, whose Bermuda subsidiary manages
First Island, is "seriously considering" reopening the pool,
though the renewed interest is not necessarily related to the
Gulf decision, a J&H spokeswoman said.

But few experts expect any rush to third-party under-
writing on the basis of the Gulf decision, not only because of

uncertainties about the .direction of future tax court rul-

ings but also because several captives-including Insco-suf-
fered horrendous losses on unrelated business written in the
early 1980£

"There are a lot of people that have been burned-and
burned very badly-writing third-party business," observed
Richard S. Betterley, president of D.A. Betterley Risk Con-
sultants Ine. in Worcester, Mass.

'l don't Ehink anyone will start writing unrelated business
because of this case. They had so many problems with it the
last time," Mr. Sciortino predicted.

Insco: formed in 1971, at Eirst wrote only Gulf-related
risks, but it laler expanded into writing unrelated business
until it discontinued all underwriting in 1984 (BI, Nov. 26,
1984).

Gulf carried a $1 million deductible on property, ma-
rine hull and marine cargo risks in 1974 and 1975, according
to the tax court opinion. Limits excess of the deductible were
written by commerc. al insurers-principally units of Ameri-
can International Group Inc.-which then reinsured varying
amounts wilhin the first $10 million layer with Insco.

In 1973, Gulf executed guarantees under which it agreed to
indemnify AIG if In:co were unable to meet its reinsurance
obligations. 'he opinion says. However, Gulf was never re-
quired zo pay any claims on Insco's behalf. according to the
opinion.

Continued on page 6

Benefit costs per employee

1986 1985 % chang«

WASHINGTON-Employee benefit costs now ex-
ceed an average of $10,000 per worker, the U.S.
Chamber of Commerce says.

In a redesign of its annual survey, the Chamber
found that benefit costs averaged $10,283 per
worker in 1986. That's equal to 39.3% of payroll,
according to the survey released last week by the
Chamber.

For its 1986 survey, the Chamber asked employers
to estimate costs for several employee benefits that
were not included in previous surveys. Those costs
include such items as retiree health insurance, ben-
efits for former employees, pension and savings plan
administration and parental leave and child care
programs.

In addition, the reporting format for certain bene-
fits was changed, making the data more useful to
employee benefit managers. For example, for the
first time employers' group health insurance costs
are now listed in the survey as a separate item; pre-

The 1986 survey also includes a new category: re-
tirement and savings plan payments, with separate
sub-categories for defined benefit plan contribu-
tions and defined contribution plan payments.

Previously, the Chamber asked employers to esti-
mate their costs for defined benefit plans that were
not funded through insurance contracts. And in-
stead of a separate defined contribution plan cate-
gory, employers previously had been asked to pro-
vide separate cost estimates for two types of defined
contribution plans: thrift plans and profit-sharing
plans.

Under the former survey format, benefit costs in
1985 totaled $8,166, or 37.2% of employers' total
payroll.

While the new and revamped categories make it
difficult to compare benefit costs reported in the
1986 survey to prior years, it does give a more accu-
rate picture of employers' benefits expenditures,

Continued on page 30

Industry

Transportation equipment $15,448 $9,649 60.1%
Rubber, leather & plastics products 13,450 8,095 66.2 "'/
Primary metal industries 13,402 11,344 18.1
Public utilities 12,712 10,622 19,73>
Petroleum 11,755 12,303 -4.5
Chemical & allied products ./ 11,287 10,086 11.9
Machinery (excluding electrical) 10,461 9,406 11.2
Miscellaneous non-manufacturers 9,494 7,731 22.8
Electrical machinery, equipment & supplies 9,380 8,573 9.4
Fabricated metal products 8,497 8,659 o
Insurance companies 8,315 7,608 9.3
Stone, clay & glass products 7,748 7,511 4-13*49
Food, beverages & tobacco 7,580 8,425 - 10.0
Hospitals 7,172 6,745 6.3
Banks, finance companies & trust companies 7,153 6,552 9.2
Printing & publishing 6,919 7,292 -52
Trade (wholesale & retail) 6,107 5,697 7.2
Department stores 5,102 4,292 18.9**
Textile products & apparel 4,743 4,599 3.1

'Percentages may be distorted because of changes in 1986 survey.

Source: U.S. Chamber of Commerce Research Center

Chart: Amy Palmer
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Update

Oil spill expenses mounting

Contznued from previous page

Some 1 million gallons of diesel fuel oil spilled Into the Monon-
gahela upstream from Pittsburgh when an Ashland storage tank
collapsed as it was being filled Ashland has liability insurance
limits of $400 million to cover damages and cleanup costs, after a
$2 5 million deductible, through Bermuda-based group captive OIL
Insurance Ltd and sister company OIL Casualty Insurance Co Ltd
(Bl, Jan 11)

Ashland has said It believes its insurance will cover all of ItS
liabilities However, both the company and a Crawford official de-
clined to estimate total liabilities from the spill

Crawford opened a 15-person branch office here last week specif-
ically to handle claims for Ashland, which also opened a Pittsburgh
office Both concerns first will address claims from government
agencies, municipalities and property owners that suffered prop-
erty damage from the spill, according to officials

In federal court here, at least two lawsuits against Ashland have
been filed by local businesses-a car wash and a river tour boat
operation-and individuals have filed at least two class-action
lawsuits against the company

B.A.T. bids for Farmers

LONDON-B AT Industries PLC, the British tobacco and fi-
nancial services company, is bidding $42 billion to acquire Farm-
ers Insurance Group of Los Angeles

BAT, parent of London-based insurer Eagle Star Holdings
PLC,is offering $60 a share for Farmers through its US subsidi-
ary, BATUS Inc in Louisville, Ky

B A T Chairman Patrick Sheehy, who proposed the deal Wednes-
day in a letter to Farmers Chairman Leo E Denlea Jr, seeks a
response "no later than the close of business on Friday, Jan 22 "
The letter follows Mr Sheehy's approach :o0 Mr Denlea in an
Oct 21 letter "suggesting a meeting to discuss a merger " Mr Den-
lea "declined the suggestion,” said aBAT statement

BAT, which posted a pretax profit of 14 billion pounds for
1986 ($2 1 billion at year-end 1986 exchange rates), will finance
the acquisition "out of the group's existing cash resources plus
borrowings "

Mr Denlea said in a statement that he would not comment on the

bid until after Farmers' board consults with its financial advisers

Farmers wrote $4 99 billion in net written premiums in 1986

Cleanup costs are not damages

WASHINGTON-The Supreme Court last week let stand a lower
court ruling that a policyholder's costs for cleaning up a Super-
fund site are not covered damages under comprehensive general
liability policies but rather are restitution

In the lower court case, Maryland Casuatty Co vs Armco Inc,
Middletown, Ohio-based Armco sought payment from its insurer to
cover the costs of the government-ordered cleanup of a hazardous
waste storage facility in Kansas City, Mo The cleanup was ordered
immediately after it was discovered hazardous wastes stored at the
facility had seeped into soil and groundwater but before any en-
vironmental damage had been discerned

The 4th U S Circuit Court of Appeals said It declined "to extend
the obligations of insurance carriers beyond the well-illumined
area of tangible inlury and into the murky and boundless realm of
injury prevention” and ruled that the cleanup costs constituted res-
titution rather than damages "Damages are a form of substitu-
tional redress which seeks to replace the loss m value with a sum of
money Restitution, conversely, is designed to reimburse a party for
restoring the status quo," the court ruled

The Supreme Court last week also refused to review three law-
suits filed by veterans and civilians challenging a $180 million
class-action settlement between manufacturers of Agent Orange
and Vietnam veterans A trust fund will compensate an estimated
40,000 to 60,000 Vietnam veterans and their families for injuries
suspected to be related to Agent Orange Monsanto Co and Dow
Chemical Co were responsible for the largest portion of the settle-
ment (Bl, Sept 8, 1986, May 14, 1984)

End malpractice trials: AMA

CHICAGO-The American Medical Assn and 32 other medical
societies propose eliminating medical malpractice jury trials and
instead allow state medical boards or new state administrative
agencies to decide malpractice cases

The system would compensate more malpractice victims and
limit damage awards, which are ~threatening the availability and
affordability of insurance coverage and health care in many geo-
graphic areas in the United States and in many medical specml-
ties," according to a report by the Medical Liability Project, a
group formed by the medical organizations

The American Bar Assn said "the (medical group's) report itself
contains no data to support a wholesale shift from the courts to an
administrative agency" as a means of disposing of medical mal-
practice claims But, the ABA supports the goal of strengthening
state medical disciplinary boards, an ABA spokeswoman said

Hull insurers pay PSA loss

DALLAS-Pacific Southwest Airlines' hull all-risk insurers have
paid the airline $163 million for the loss of a jetliner that crashed
Dec 7 apparently because of an on-board murder-suicide, accord-
ing to Aviation Office of America Inc in Dallas, which wrote 20%
of PSA's hull all-risk coverage

U S Aircraft Insurance Group of New York, the lead underwriter
of the coverage, did not respond to telephone calls

PSA's all-risk aviation coverage, placed by broker Frank B Hall
& Co Inc, provides up to $65 million in hull coverage and

Cont;nued on page 70

Colorado firm convicted

for risking workers' lives

By MEG FLETCHER clothing or provided inadequate respirators, said Bill
Smith, an investigator with the Environmental Protec-
DENVER-Protex Industries Inc faces a maximum tion Agency's National Enforcement Investigative
$7 54 million fine for illegal waste-disposal practices, Center
including a landmark conviction for knowingly endan- As a result, government officials say the men suf-
gering the health and lives of employees fered from solvent poisoning, which can be cured if
The company, which manufactures and sells chemi- they are removed from contamination, and permanent
cal additives to harden and cure concrete, will be sen- neuropsychological impairment, including reduced
tenced Jan 29 by aUS District Court Judge in Den- memory
ver In addition, experts say the men face an increased
A jury last month found Denver-based Protex guilty risk of developing cancer from exposure to some of the
of 16 violations of federal environmental laws, includ- chemicals, which Included chlordane, heptachlor, 2,
ing the Resource Conservation and Recovery Act and 4-D, pentachlorophenol, methanol, and menthlylene
the Clean Water Act (BI, Jan 11) chioride
It marked the first time that a company has been The Justice Department considers Protex's convic-
convicted under these laws for endangering human tion on the knowing endangerment count "a malor
life prosecution milestone," a department statement said
Three of the counts, which carry maximum penalties The guilty verdict "will have a major beneficial im-
of $1 million each, were connected with placing three pact in persuading those who are responsible for haz-
employees "in imminent danger of death and Serious ardous wastes to obey fully the law," said Roger J
bodily inlury," the indictment said Marzulla, acting assistant attorney general with the
The employees, who worked in the company's steel Justice Department's Land and Natural Resources Di-
barrel recycling unit, were exposed to residues of pes- vision
ticides and solvents from cleaning and painting the "Anyone in any company handling any chemical
15,000 used, 55-gallon drums Protex purchased an- should be scared to death" about facing endanger-
nually to recycle and then refill with its products ment charges, said Protex attorney David Palmer, a
The men all had been with the company at least seven partner with the Denver firm of Gibson, Dunn &
vears Crutcher
"Protex did not inform the employees of the hazards He said inspection results were turned over to EPA
or properly equip them to avoid exposure," according and Federal Bureau of Investigation personnel but not
to a statement from the U S Justice Department to Protex, although federal law requires inspectors to
Between September 1982 and April 1987 the com- inform the company as well

pany either failed to provide respirators and protective Continued on page 11

Directory Ferry overbooking

featu res risk would void cover

consultants By KATHLEEN BARNES
The annual directory of risk MANILA, Philippines-Liability insurance may not respond to
management consultants will ap- claims stemming from the sinking last month of a passenger ferry 14
pear in the March 7 issue of Bust- the Philippines if it is determined the ship was dangerously over-
ness Insurance, which will contain booked, underwriters say
a spotlight report on trends m risk The owner of the ferry, Sulpicio Lines, admits that the Dona Paz
management services ferry was carrying 213 more passengers than allowed by law, but an
There is no charge to be included organization representing victims' families claims the ferry may
in the directory, however, consul- have been overbooked by thousands
tants wishing to be listed must fill People claiming to be relatives of about 3,500 victims have filed a
out and return a questionnaire $50 million class-action suit against Philippine-based Sulpicio
provided by Bus:ness Insurance Sulpicio, the second largest shipping company in the Philip-
If your firm provides risk man- pines, may have as little as $1 4 million of liability insurance to re-
agement consulting services and spond to the claims, far less than originally estimated, one source
you have not yet received a ques- says
tionnaire, you may request one by And, the M/V Vector, the oil tanker that collided with the ferry,
writing Christine Woolsey, Edito- is not insured for any third-party risks
rial 'Assistant, Business Insurance, The Dona Paz, crowded with travelers bound for Manila from out-
740 N Rush St , Chicago, lll lying islands for the Christmas holiday, sank Dec 20 off Marindu-
60611-2590, or by calling 312-649- que after colliding with the tanker, which was carrying 8,000 barrels
5460 of oil Both vessels and the water around them were quickly en-
The deadline for returning com- gulfed in flames after the collision
pleted questionnaires to Business Only 26 survivors were pulled from the flaming waters minutes
Insurance is Feb. 5 after the collision The rest of the passengers either drowned or were
— Continued on page 22
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/0 Concern that Tandon Corp 's directors and officers V The new chairman of the lllinois Insurance Exchange,
liability coverage could be exhausted by defense costs, Gordon L Teach, wants to bolster awareness of the facil-
shareholders suing the California-based computer manu- ity and make it a leading financial institution on the order
facturer agreed to an $18 million settlement fund, says a of the Midwest Stock Exchange PAGE 24
Tandon attorney PAGE 4

/0 Property/casualty insurers will pay $6 billion more in
+ Congress can and should do more to make group taxes,n the next two years than they would have before
health care coverage more affordable for small employ- tax reform, according to new statistics from the Insur-
ers, but relaxing the rules governing the operation of self- ance Services Office Inc PAGE 27
funded multiple employer trusts is not the answer, this

week's editorial says PAGE 8 Departments
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V In Perspectives Gerald | Lenrow, Donald K Steffen Classifteds 94
and Craig B Larsen of Coopers & Lybrand analyze the Comings & goings: buyers 15
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,°00 In RMIS Commentary David A Tweedy, senior con-  pgrgpectives
sultant with D A Betterley Risk Consultants Inc In RMIS commentary on
Worcester, Mass, examines when it may be time to Ticker 31
throw in the towel on your current risk management Infor-
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100 Lloyd's of London's competitive position ts being
threatened by increasing overhead costs, warns former
Lloyd's Chairman Peter Miller PAGE 23



$85 million spill
Amoco Cadiz i

damage award
to be appealed

By DOUGLAS McLEOD

CHICAGO-Amoco Corp and a . 4
group of French claimants are both ex- r
p€cted to appea an $854 millior judg-
ment against Amoco for damages aris-
ing from the massive oil spill caused by
the 1978 wreck of the supertanker
AmMmoco Cadiz off the coast of France

U S District Judge Frank J MeGarr “ £.S».
last week ordered Amoco to pay dam-
ages of 252 million French francs ($45 9 Len e
ma_ lion at the current exchange rate)
and $39 5 million in prejudgment inter- -
est to the Republic of France and scores
of French claimants for costs related to
the spill, which marred more than 100
mi.es of the Bri:tany coastline

'The damage award, far smaller than
the $2 2 billion the French claimants
had originally sought, came 10 years
ai ter the plaintiffs filed suit against that approved the supertanker's design "hardly recompense my clients for the
Amoco and nearly four years after and construction, Mr Cicero said damages they suffered,” he said
Judge MeGarr found Amoco liable for Lawyers for the Republic of France, The plaintiffs' original claims of $2 2
the disaster (Bl April 30,1984) who were discussing a possible appeal billion were scaled back to $6984 mil-

Amoco will appeal to the 7th U S last week, could not be reached for lion in 1985 before the damage trial
Circuit Court of Appeals in Chicago comment started, and Mr Kingham noted that
both the damage award and Judge However, a group of more than 100 these claims were cut even further dur-
MeGarr's 1984 ruling on Amoco's lia- French coastal towns, regional govern- ing trial (Bl, March 11, 1985)
b.lity, said Frank Cicero Jr, a lawyer mental bodies and others-collectively For example, the Cotes du Nord par-
aith the Chicago firm of Kirkland & known as the "Cotes du Nord" parties ties had reduced their claims from
Eilis, which represents the oil giant -is expected to appeal Judge MeGarr's $287 7 million before the trial to 693

Amoco also will try to recover dam- ruling, according to their lawyer, T million francs ($115 5 million) by the
ages from Spanish shipbuilder Astil- Barry Kingham, a partner with the New end of the trial, Mr Kingham said
leros Espanoles SA, which built the York firm of Curtis, Mallet-Prevost, Proceeds from Amoco's pollution lia-
Amoco Cadiz, and the American Bureau Colt & Mosle bility insurance may come closer than
of Shipping, a New York-based not- "The amount is clearly not enough,” even Amoco had expected to covering
for-profit ship classification society Mr Kingham said of the award It will

Photo AP/Wide World

The 1978 wreck of the Amoco Cadiz fouled the coast of Brittany.

Continued on page 31

Filipino contractor sues A&A
to recoup political risk losses

By LINDA J. COLLINS to discontinue operations" because of the refusal to pay
claims, says the suit against A&A, filed in November in U S

NEW YORK-A Filipino construction company is suing District Court for the Southern District of New York
Alexander & Alexander Services Inc for more than $95 mil- The Philippine Department of Justice last year filed fraud
lion, alleging A&A negligently negotiated political risk in- charges against Landoil and several officers, alleging they
surance policies that were subsequently canceled by un- failed to meet financial obligations (BL Dec 7, 1987)
derwriters Landoil accuses A&A and subsidiaries Alexander & Alex-

In addition, Manila-based Landoil Resources Corp is con- ander Inc and Alexander & Alexander of New York Inc
tinuing to press another lawsuit, filed in 1985 in the Philip- with breach of agreement, fraud, misrepresentation and vio-
pines, against Lloyd's of London and Lloyd's underwriters lations of the Racketeer Influenced and Corrupt Organiza-
that wrote the policies That suit, which seeks $540 million tions Act Landoil IS seeking at least $45 million in compen-
la damages, alleges the insurers failed to pay more than $40 satory damages, which can be tripled under RICO, and $50
million in political risk claims (BI, Jan 20,1986) million in punitive damages

Landoil alleges that It has suffered severe financial diffi- A spokesman for A&A said, "We have reviewed the com-
culties after underwriters denied coverage for claims filed plaint and have concluded that the allegations are without
under a $50 million political risk package policy, placed by merit We intend to defend ourselves vigorously and we ex-
A&A with Lloyd's underwriters for a $2 million premium pect to prevail "

Landoil is no longer actively doing business, says its attor- The spokesman said A&A's errors and omissions liability
ney, Rayner M. Hamilton, a partner with White & Case in coverage "is adequate to meet any anticipated contingen-
New York Landoil and its subsidiaries had been "unable to cies," but would not comment further

meet their financial obligations as they became due and had
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Insurer panel
zeroes in

* 3 on problems

By KATHRYN J. McINTYRE

NEW YORK-Despite record profits in 1987, the
property/casualty insurance business IS confronted
with a host of problems, ranging from increased tax
liabilities and the danger of improperly pricing insur-
ance to poor consumer relations, according to a panel of
industry leaders and regulators

Asked to identify the No 1 problem confronting
property/casualty insurers, Ronald E Ferguson, chair-
man, president and chief executive officer of General
Re Corp in Stamford, Conn responded In the short
term, pnong resolve, in the medium term, the contin-
ued movement of business to alternative facilities, in
the long term, pollution liability costs and low produc-
tivity among white-collar workers

Maurice R Greenberg, president and chief executive
officer of American International Group Inc in New
York, agreed with Mr Ferguson, adding the cost of as-
sessments by state guaranty funds and residual markets
to the list of pressing problems

Robert VV Hatcher Jr, chairman and chief executive
officer of Johnson & Higgins in New York, stressed the
industry's "image" problems

Joseph E Luecke, chairman and chief executive offi-
cer of Kemper Group in Long Grove, lll, singled out
"maintaining cost-based pricing" as the most impor-
tant problem

"Tort law-we're losing that battle," said DeRoy C
Thomas, chairman and chief executive officer of Hart-
ford Insurance Group in Hartford, Conn, who also en-
dorsed what other panelists had said

In contrast to the insurance industry executives, the
two regulators on the seven-member panel focused on
relationships with customers

"The distance between most insurance companies
and their customers" iS the No 1 problem facing insur-
ers, according to California Insurance Commissioner
Roxani M Gillespie

John E Washburn, lllinois director of insurance and
newly elected president of the National Assn of Insur-
ance Commissioners, cited "the breakdown in the fab-
ric" of the relationships between property/casualty in-
surers and their clients

"Policyholders now are anticipating a lot more out of
their companies than they ever bought, or even thought
they bought when they bought it," he said

The panel was assembled at the Joint Industry Con-
ference and annual meetings of the Insurance Services
Office Inc , the Insurance Information Institute and, for
the first time, the American Insurance Assn

The Joint Industry Conference, held in New York
each January, attracts chief executive officers of the
nation's major property/casualty insurers The strictly
business meeting, which spouses do not attend, at-
tracted about 360 people this year for the day-and-half
meeting, held Jan 12-13 at the Westin Plaza

Panel moderator Robert E Vagley, president of the
AlA, also asked the panelists to comment on the No 1
opportunity available to the property/casualty insur-
ance business

While most of the panelists suggested that solutions
to the problems they identified were obvious opportun-
ities for the insurance business, some elaborated

"You are the only ones that understand a very com-
plex system," Ms Gillespie observed "If you can trans-
late your knowledge into language that the ordinary

Cont:nued on page 24
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Spanish plant loss to spark huge claim

Bay of Biscay
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34#1 5 surer will have 10 pay the claim

Spanish insurer that writes catastrophe cov- smelter, according to a plant spokesman

By MARIA KIELMAS stored at the plant's harbor facilities The Ltd and 335% owned by various Spanish
drums were recovered from a Panamanian- banks The affiliate, Aluminio Espanol, iS
SAN CIPRIAN, Spain-Physical damage registered freighter, the Cason, that ran 75% owned by Inespal, 18% by INI and 7% by
and business interruption losses at a Spanish aground nearby on Dec 5 various Spanish banks
aluminum smelting plant are expected to re- Panicked employees abandoned their work Inespal has up to $150 mi'lion in coverage
sult in Spain's largest insurance claim to posts without maintaining what Inespal for property damage and business interrup-
date, insurers believe termed the "minimum services' necessary to tion for all of its Spanish operations through
Spanish aluminum producer Industria maintain the continuous smelting process Spanish insurer and INI subsidiary Musint
Espanola del Aluminio SA,or Inespal, says after it was decided to store 255 drums of Sociedad Mutual de Seguros y Reaseguros a
it will file property damage and business in- toxic chemicals salvaged from the Cason at Prima Fila, said Alfonso Mulas, head of rein-
terruption claims worth 18 billion pesetas Aluminio's private wharf in San Ciprian on surance at Musini The annual premium for

.:C, 2.-*P#IN ($161 8 million) with state-owned and pri- the coast of the Bay of Biscay Consequently, the c_over?\%)e is 243 million pesetas ($2 2 mil-

vate insurers following work stoppage at an the metal under procéssing solidified, and lion), Mr Mulas said
aluminum smelting plant in San Ciprian, the now-crippled plant will be shut down for He added that Musini wrote 51 5% of Ine-
Spain, operated by affiliate Aluminio an estimated six months spal's business interruption risks, the re-
Espanol S A The San Ciprian plant is Spain's largest mainder being shared by nine other Spanish
However, an official of a state-owned and Europe's third-largest aluminum insurers, six of which are La Union y El
Fenix Espanol Cia de Seguros y Reaseguros
Inespal is 72 75% owned by the Spanish SA,La Estrella SA de Seguros, Banco Vi-
state holding company Instituto Nacional de talicio de Espana C A de Seguros, Vasco
The plant closed after workers walked out, Industria (INI), 23 9% owned by Montreal- Navarro, Plus Ultra C A de Seguros y
fearing contamination from chemical drums based aluminum producer Alcan Aluminium Cont:nued on page 24

e for Spanish businesses doubts the in-



8/ sales, editorial promotions

Michael J. Sharpe, 37, has been promoted to
western advertising manager of Business In-
surance, announced Advertising Director

Donald A. Walsh.

Mr. Sharpe, previously
advertising district man-
ager, joined Bl in 1985.

b z.- Before joining Bl, Mr.
Sharpe was an account ex-
ecutive at Doyle Dane
Bernbach Advertising in
London and Los Angeles. In
London, Mr. Sharpe was an
account executive on the

Mr. Sharpe Commercial Union Assur-

ance P.L.C. account. Be-
tween Doyle Dane and BIl, Mr. Sharpe was re-
gional marketing manager for American
International Group Inc. in Los Angeles.

While in the United Kingdom, Mr. Sharpe
played for the renowned Manchester United
soccer team in 1969-1970. He now plays semi-

professional soccer with the Los Angeles Soc-
cer Club.

Mr. Sharpe, a native of Ireland, has a bache-
lor of arts degree in eco-
nomics and marketing from
University College Dublin.

Mr. Sharpe can be

reached in Los Angeles at
213-651-3710

Meanwhile, Paul D. Win-
ston and Stacy Adler, both
members of Bl's editorial
staff in Chicago, have been
promoted to copy editors
from assistant topy editors,
announced Associate Pub-
lisher and Editor Kathryn J. Mcintyre.

Mr. Winston, 24, joined Bl in 1985 as a
proofreader and was promoted to assistant
copy editor in 1986. He also has worked as a
columnist for Lerner Newspapers in Chicago
and as an intern for Rolling Stone magazine

Mr. Winston

NEWW

in New York. He received a bachelor of arts
degree in English composition from DePauw

University in Greencastle, Ind., in 1985.
Mr. Winston can be

reached at 312-649-5442.
Ms. Adler, 23, joined Bl in
1987|ad an assi n py

alsp was a rejearcher for

, 1* .. Crain's Chicago Business.
Ms. Adler Bl and CCB are published

by Crain Communications

Inc. Ms. Adler holds a master of science degree
in journalism from Northwestern University
in Evanston, Ill., and a bachelor of science de-

gree in journalism from the University of
Florida in Gainesville.

Ms. Adler can be reached at 312-649-5262.

HAZARDOUS WASTE LIABILITY
INSURANCE POLICY NOW AVAILABLE

For RCRA Treatment and Storage Facilities

Yes

Have your options been limited?
Have your clients been frustrated?
Would you like to help your clients
improve their position?

If you answered YES, then consider the advantages of

this NEW policy:

Competitive premiums
Legal defense costs included

On-site property damage coverage
Purchase of other insurance coverage
not required

Contact:

AMINS, Inc.

131 Prestige Park Road

RO. Box 8718

East Hartford, CT 06108

(203) 528-3767

Shareholders,
Tandon Corp.

settle lawsuit
By MICHAEL BRADFORD

fund, says a Tandon attorney.

McKinzie, said he told plaintiffs in

ment would reduce indemnity pay-
ments from the company's D&O in-

"The defense costs were eating
into the policy limits,” said Mr.
Bourke.

"We told them that if they set-
tled now, there would be at least
$8 miillion in cash available for a
settlement,” he added.

Although he would not name
Tandon's insurer, Mr. Bourke said
the underwriter provided D&O in-
surance on a claims-made basis
that included defense costs within
the $8 million insurance policy
limits.

The insurer contributed $7.995
million to the settlement fund after
paying $5,000 in defense costs, ac-
cording to Mr. Bourke.

Tandon paid $5,000 into the
fund.

The settlement, which must be
approved by the court, also will in-
clude $10 million of coupons that
may be used toward the purchase
of Tandon computers by share-
holders.

Each purchaser could use up to
$100 in coupons for each computer
purchased. If the coupons are not
used to purchase Tandon equip-
ment, the coupons can be redeemed
at 35% of face value for cash or
Tandon common stock at Tandon's
option.

To fund the coupons, Tandon
will place 930,000 shares of com-
mon stock in the fund. Up to
500,000 additional shares may be
placed in the fund if the Chats-
worth, Calif.-based company's
stock does not reach $5 per share
during a 20-month period after
distribution of the stock.

Tandon stock was trading at
$1.88 a share last week, making the
current value of the 930,000 shares
about $1.75 million.

The first shareholder lawsuits
were filed in July 1986 in the Cen-
tral District Court of California
and Los Angeles Superior Court.
More than 7,000 shareholders are
represented in the suits, which al-
leged that Tandon and certain for-
mer and current directors and offi-
cers violated state and federal
securities laws in 1983 and 1984 by
issuing misleading financial state-
ments.

Mr. Bourke said the suits, which
sought undetermined damages,
charged that Tandon had "business
problems" that its management
and auditors should have reflected
by "writing down its inventory and
accounts receivable sooner."

Sirjang Lal Tandon, the com-
pany's chairman and chief execu-
tive officer, said in a statement:
"Although we continue to believe
firmly that the allegations made in
this litigation are without merit,
litigation of this type is very dis-
ruptive and expensive, and it im-
pedes our efforts to concentrate on
business at hand.

"The opportunity to put this be-
hind us once and for all and focus
entirely on productive matters
made it advisable to agree to this
settlement," he said.

The company has not admitted
any wrongdoing in connection with
the allegations by stockholders. |
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Captive rulin
Contingd trom page 1 g

INnsco's gross written premium
volume grew from $1.1 million in
1912 to a high of $154 million in
1981 before retreating to $114.1
million in 1983. Net premiums ex-
panded from $569,000 in 1972 to a
high of $94.8 miillion in 1981 and
dropped to $83.3 miillion in 1983.

Insco started writing business
unrelated to Gulf in 1975, though
third-party risks accounted for
only 2% of its premium volume
that year. The amount of unrelated
business grew markedly through
1983, when third-party risks ac-
counted for 62% of Insco’'s total
volume, the opinion shows.

Insco paid claims to primary in-
surers of $1 million in 1974 and
$3.1 million in 1975, the two years
at issue in the tax case. However,
unrelated business accounted for
none of the 1974 claims and only
$48,018 of the 1975 claims, the

opinion says.

The Internal Revenue Service

later disallowed deductions of pre-
miums paid by Gulf and its domes-
tic affiliates in 1974 and 1975 to
the extent they were ceded to
Insco. These deductions totaled
$10.2 million in 1974 and $10.8
million in 1975.

Among other arguments, the IRS
contended in court that the Insco
coverage did not represent a real
risk transfer from Gulf and that
there was no risk distribution in
Insco’'s book of business. There-
fore, the premiums ceded to the
captive were not deductible insur-
ance costs, the IRS said.

The IRS also pressed the "eco-
nomic family"” theory, espoused in
earlier revenue rulings.

Under this theory, the IRS con-
tended that a wholly owned cap-
tive could never be considered a
separate insurance company and
that premiums paid by its parent
company could never be deduct-
ible, regardless of the amount oi
unrelated business the captive

might write.

A majority of the 17-judge panel
reviewing the case denied Gulf the
premium deductions, but an opin-
ion joined by 11 of the judges re-
jected the economic family theory
as the basis for denying the deduc-
tions.

The opinion concluded that
"when the aggregate premiums
paid by the captive's affiliated
group is nsufficient in a substan-
tial amount to pay the aggregate
anticipated losses of the entire
group, the affiliated and unrelated
entities, the premiums paid by the
affiliated group should be deduct-
ible as insurance premiums and
should no longer be characterized
as payments to a reserve from
which to pay losses.

"Risk distribution and risk
transfer would be present, and the
arrangement is no longer in sub-
stance equated with (non-deduct-
ible) self-insurance,” the opinion
concluded.

In a footnote to this section, the

B/M BASICS:

Industrial Risk Insurers Introduces a New Property Insurance Program
which has been market tested in the United States for the past several months and is

judges said they would not attempt
to- determine without expert testi-
me+my what proportion of unrelated
business would produce deductibi-
lie of parent premiums, though
they added they "cannot believe”
that at least 50% of unrelated busi-
ness would not result in sufficient

risk transfer.

However, in a separate opinion
concurring with the result of the
review, U.S. Tax Court Judge Wil-
liam A. Goffe assailed the major-
ity s rejection of the economic fam-
ily theory.

While previous case law has
treated the concepts of risk distri-
bution and risk transfer separately
-requiring both to be present to
allow a premium deduction-the
majority equated risk distribution
that includes writing third-party
risks with risk transfer, Judge
Goffe said in his opinion, which
was joined by two other judges.

The only expert testimony at the
trial supported the economic fam-
ily theory, maintaining that no

now available on an international basis. The new program allows a single property
insurer- IRI-to be totally responsible for a Combined Fire-DIC-Boiler/Machinery
package. Whether you are a producer or insured, the advantage is one policy, and one

deductible, which automatically avoids any joint loss disagreements that might dis-

rupt claim handlinK activities.

With the New Single Source Property Program, all account negotiations are held
with one IRl underwriter, whouses onelist of locations, one set ofpropertyvalues,

and one copy of loss prevention information in a one-on-one relationship with the

producer. This unified approach should help save time, money and effort for pro-

ducers and insure Is when putting together propere insurance packages either in
the United States or around the world.

During the Past 20 Years, IRl Has Written B/M Insurance which it has eeded to
its Boiler/Machinery-writing Member Companies. However, with the advent of the
comprehensive All-Risk policy a few years ago, IRl was encouraged to offer the capa-

bility of better covering all perils of physical damage in order to be a complete mar-
ket for producers ar-d their clients. Since IRI will continue to cede B/M coverages to

its Member Comparies, the new propertyprogram does not replace the ceded
arrangement, but adds another ortion which will be ofvalue to producers, insureds

and prospects.

To Assist Insurance Professionals who

may be urfamiliar with or are seeking a

refreBher course on the Boiler/Machinery

market, IRl has prepared a 15-minute

presentation titled"Introduction to Boiler/

Nndustrial

O isk

Machinery Objects: The presentation, avail-

able in either 35mm carrousel-Kype slide

tray with audiotape or in 1/2" VHS-format

videctape can be arranged through your

servicing IRI office. Or, for additional

information, contact Mrs. R A. Sasso, IRI,
85 Woodland Street, Hartford, CT 06102
(203) 520-7412.

nsurers

66,000 properties

insured worldwide

amount of unrelated business writ-
ten by Insco would result in risk
transfer for Gulf, Judge Goffe
pointed out.

"l question why, under the ma-
jority's theory, some magical per-
centage of unrelated premium is

critical to transform risk distribu-

tion into risk transfer,” Judge
Goffe wrote.

He also questioned the majority's
wisdom in adopting a "new and
novel theory" without the benefit
of further argument by the parties.

Separately, the majority also re-
jected the IRS's position that pre-
miums paid to Insco by foreign

Gulf affiliates and claims paid by
Insco to Gulf and its domestic af-
filiates were "constructive divi-
dends" to the parent company.

While the IRS may appeal the
portion of the ruling dealing with
constructive dividends, it cannot
appeal the section dealing with
premium deductibility because the
court ruled in the IRS's favor, even
though the court rejected the ec-
onomic family theory, lawyers fa-
miliar with the case point out.

Chevron Corp., which acquired
Gulf in 1984, will probably press
the premium deductibility issue in
later tax years, when Insco wrote
larger volumes of unrelated busi-
ness, according to John Ross,
Chevron's general tax counsel and
former chief tax officer of Gulf.

The IRS is still auditing Gulf's
returns from 1978 forward and has
not yet disallowed the deductions,
Mr. Ross said.

Few captives are expected to
make any moves based on the Gulf
decision alone.

"Clearly this is not a strong
precedent," said Alan Page, a se-
nior vp with J&H. "l don't think
anyone would say this is it. It's
premature.”

Janice Hackett, vp with the re-
search and development division of
Corroon & Black Corp. in Nash-
ville, Tenn., also noted that tax
considerations have played a
smaller and smaller role in captive
operations as IRS rulings and suc-
cessive pieces of U.S. tax legisla-
tion have removed the tax benefits
of maintaining a captive.

"l question whether one decision
is going to change 10 years of his-
tory for us," Ms. Hackett observed.

However, some observers predict
that if the tax court grants a parent
company a premium deduction in
another case based on a captive's
book of unrelated business, some
captives then might step up their
third-party underwriting.

"l think for existing captives
there will be a lot of attempts to
get into third-party business,” said
William Bradley, a lawyer with
Sutherland, Asbill & Brennan in
Atlanta.

Captives that already are writing
a significant volume of unrelated
risks are the most likely to step up
this activity in hopes of gaining a
premium deduction for their par-
ents, others say.

But, captives that have written
relatively little third-party busi-
ness may be hesitant to assume the
volume that may be required to
sustain a deduction.

"To go from 20% (unrelated busi-
ness) to 50% strikes me as doing
something totally different,” Mr.
Betterley observed.

"Third-party business is danger-
otis. Most underwriters are still a
little gun-shy," observed Daniel
Dinur, executive vp for American
Contractors Insurance Group Inc.,
the holding company for the U.S.

units of Bermuda-based American
Risk Transfer Insurance Co. Ltd.

"To get to 50% is a big business
diversification and should not be
taken lightly," he said.

Mr. Dinur said that the possibil-
ity of premium deductions could
encourage captives to seek out
sources of relatively safe third-
party business, like captive pools

or the Bermuda-based Risk Ex-

change Assn., of which ARTIC is a
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Opening Pandora's box

ONGRESS GAN.and should do mare.ta.make

small employers, but relaxing the rules governing
the operation of self-funded multiple employer
trusts is not the answer.

A staff report prepared for House Small Business
Committee Chairman John LaFalce, D-N.Y., pro-
poses that the Employee Retirement Income Secu-
rity Act be amended to make it easier for small
groups of employers to self-insure their health care
benefits.

According to the report, witnesses who testified
before the committee said provisions of ERISA
have prevented employers from forming pools to
self-fund their group health plans. The witnesses
suggested that ERISA be amended to permit all
employers to band together to self-fund their
group health care benefits.

"We can reduce health insur-
ance costs by removing the regu-
latory obstacles that discourage

Poorly managed

funded METs around the country went bankrupt,
leaving tens of thousands of people with millions of
dollars in unpaid medical bills. The failure of the
METs often was attributed to poor reserving prac-
tices, inadequate rates and exorbitantly high com-
missions to agents.

Late in 1982, Congress finally took the offensive
to put an end to the self-funded MET scandal (BI,
Dec. 27, 1982). Legislators amended ERISA to
make clear that self-funded METs-until they were
certified by the Labor Department as bona fide
benefit arrangements meeting specific criteria-
would have to meet all state insurance regulations.

If not, the state could force them out of business.

And, even if a self-funded MET is recognized by
the Labor Department as an ERISA benefit plan, it
still is subject to state insurance laws governing
contributions and reserves to pay claims.

With the passage of the legisla-
tion, poorly managed self-funded
METs were put out of business.

s61f4unded METs went

small businesses from forming in-
surance pools,”
Falce, noting that the federal gov-
ernment should encourage
pooling arrangements, such as

METs, rather than impose what

said Rep. La-

he calls costly and burdensome regulations on their
operations.

But there is no mention in the report of why
Congress imposed tough regulation on these self-
funded METs in the first place.

Unlike today, when benefits legislation often is
passed in the dead of night with no hearings and
little thought given to social policy implications,
congressionally imposed restrictions on METs
came after years of well-documented abuses.

A decade ago, self-funded METs were promoted
as a way of providing affordable group health in-
surance to small employers. Typically, METs were
organized by those with an insurance claims or
sales background. Those organizers brought to-
gether small employers and established pools-or
METs-to provide coverage. Premiums paid by the
employers were supposed to cover claims costs.

The METs filed with the Labor Department as
employee benefit plans and argued that pre-emp-
tion provisions in ERISA barred state regulation of
them. The Labor Department, though, failed to set
standards for the METs. At the same time, the

METs, in some cases, sued to block state regula-
tion after state officials said the METs were un-

authorized insurers.

In this regulatory void, poorly managed self-

bankrupt, leaving millions
of dollars in unpaid

medical bills.

And fast-buck entrepreneurs no
longer could start programs-
often aimed at unsophisticated
small employers-with little or no
regulatory oversight.

We have no doubt that a new
round of MET failures-again with devastating re-
sults-would begin if Congress turned back the
clock and removed many of the restrictions legisla-
tors carefully imposed on METs.

Automatically exempting self-funded METs from
state regulation and allowing them to be regulated
by the Labor Department is not the answer. The
Labor Department simply lacks the resources to
regulate these plans.

There is an obvious analogy here. The Risk Re-
tention Act of 1986 does not provide for federal
regulation of groups of businesses that band to-
gether to self-fund their liability risks. It provides
for state regulation, albeit too little in the minds of
some state regulators.

Congress can act to increase the affordability of
health care coverage for small employers.

For example, Congress should, as the report rec-
ommends, amend the tax code to allow unincor-
porated business owners to take a full tax deduc-
tion-and Nnot the current 259 limit-for their
health care plan expenses.

Legislators also should pre-empt states from
mandating what benefits must be offered in group
health care plans sold by commercial insurers.
These mandates drive up health care costs for large
and small employers.
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To help protect your business in the fast-changing maze of
environmentally-sensitive risks, you need a virtual battery of
experts on yourside.

OUR POLICY IS TO GIVE YOU MORE

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

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

MORE EXPERTISE/BETTER SOLUTIONS

To find the solutions you need, we analyze your situation
from top to bottom. Everything from the operational safety of
your facility to waste disposal hazards, and from the way you

handle raw materials to the transport and disposal of pollutants-
both hazardous and non-hazardous.

HIGHER LIMITS/BROADER PROTECTION

Our new aggregate limits forPollution Liability to $15 mil-
lion, plus auto and generalliability coverage, provide broad

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

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

New York 212/770-7036
Philadelphia 215/981-7113
Chicago 312/930-5483
Dallas 214/220-6143

Los Angeles 213/480-3568

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

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

National Union Fire Insurance Company of Pittsburgh, Pa.
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Think Like Insurance Companies ALLJ
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SelMunded METs

Continued from page 1

"It is suicidal to allow entities
like this to self-fund” without im-
posing specific solvency require-
ments, because there is "too much
unpredictability” about claims,
said Claude Dorais, an attorney
and an expert on METs with the
firm of Dorais & Wheat in Los An-
geles.

While the problem of health in-
surance costs for small businesses
is a very real one, "that does not
suspend the laws of actuarial sci-
ence or prudent judgment or good
business sense,” Mr. Dorais said.

However, Rep. John J. LaFalce,
D-N.Y ., chairman of the Small
Business Committee, said the
"government should provide in-
centives for small group insurance
pools, rather then discourage them
with costly and burdensome regu-
lations.”

And, a committee staff member
said the recommendation was not
an effort to revoke the 1982 law.
He said the report is intended only
to suggest options for other con-
gressional committees to consider.

He added that specific legisla-
tion would be developed by the
committees with jurisdiction over
ERISA issues, like the House Edu-
cation and Labor Committee.

The 1982 law was passed follow-
ing the failure of many self-funded
METs, which resulted in millions
of dollars of unpaid medical bills.

In California, for example, two
self-funded METs-the Hospital
Welfare Assn. Trust and the Na-
tional Multiple Employers Foun-
dation-collapsed in 1977, leaving
thousands of persons with unpaid
medical claims that reportedly ex-
ceeded $7 million (Bl, May 16,
1977).

INn addition, self-funded METs
collapsed in lllinois, California,
Texas, ldaho and other states dur-
ing the late 1970s and early 1980s
(Bl, Sept. 7,1981).

For more than five years before
the Congress enacted the ERISA
amendment in 1982, state insur-
ance departments had fought for
the power to shut down misman-
aged self-funded METs, saying
they were no more than unauth-
orized insurance operations. How-
ever, the administrators of the
self-funded trusts said the trusts
were employee benefit plans that
were protected from state regula-
tion by ERISA.

Under the 1982 law, a self-
funded MET-also called a multi-
ple employer welfare arrangement,
or MEWA-is presumed not to be
an ERISA plan until it is certified
as such by the U.S. Department of
Labor.

For the Labor Department to
recognize a self-funded MET as a
bona fide employee benefit plan,
the plan must prove, among other
things, that it is controlled by the
participating employers and not by
a third-party administrator.

However, even if a self-funded
MET is recognized by the Labor
Department as an ERISA benefit
plan, it still is subject to state in-
surance laws governing reserves
and contributions by participants.

Since the law took effect in 1983,
the Labor Department has not cer-
tified any self-funded METs as
bona fide employee benefit plans
under ERISA, according to a de-
partment spokeswoman.

The 1982 law "in essence trans-
ferred authority over (METs) to
state insurance commissioners”
and the Labor Department still
stands by this, the spokeswoman
said.

Employee benefit plans offered
by individual employers, rural
electric cooperatives or plans pro-
vided through collective bargain-
ing agreements are still regulated
under ERISA.

If the 1982 law were overturned
and self-funded METs were no
longer subject to state regulation,
some of the trusts definitely would

end up in bankruptcy, asserted
David Brummond, assistant gen-
eral counsel and assistant vp of the
National Assn. of Independent In-
surers in Des Plaines, Ill.

Mr. Brummond, who worked as a
counsel to the National Assn. of In-
surance Commissioners in the
1970s on the MET issue, admitted
that there is "some legitimacy" to
the theory that self-funded METs
should be exempted from state reg-
ulation to lower their cost of pro-
viding health insurance.

"There is a cost to regulation,”
Mr. Brummond said, adding that
the cost of regulating self-funded
METSs is borne by employers pur-
chasing benefits.

However, "the question is
whether it's worth the cost borne
by the employee benefit delivery
system to ensure that the money is
there when claims are due," he
concluded.

James Klein, manager of pension
and health care policy for the U.S.
Chamber of Commerce in Wash-

'It is suicidal to allow

(METs) to self-fund’
without solvency

requirements, says

Claude Dorais.

ington, D.C., said that the Cham-
ber is "very much in favor of doing
whatever can be done to encourage
METs."

However, "We do not quibble
with the need to ensure that
they're adequately backed" with

the proper financial resources, he
added.

Mr. Dorais noted that state in-
surance laws that require com-
panies selling direct health insur-
ance policies to have minimum
capital and surplus protect em-
ployers and consumers from prob-
lems they faced when they bought
coverage from some self-funded

METs in the 1970s.

He said that state capital and
surplus requirements "represent a
concrete embodiment of the prom-
ise" that if premiums do not cover
the cost of claims, those claims still
will be paid.

While acknowledging that small
employers face high health care
benefits costs, he said the commit-
tee's reccmmendation would be
"only trading one problem for an-
other.™

The House committee report, in
addressing ways to expand health
insurance coverage among the un-
insured, also recommended in-
creasing the tax deduction on
health insurance premiums for the
self-employed to 100% from 25%.

Rep. LaFalce already has intro-
duced legislation, H.R. 3065, to
amend the Internal Revenue Ser-
vice tax code to allow a 100% de-
duction for the costs of health in-
surance premiums for
self-employed persons and owners
of unincorporated businesses.

Certfgcts-The Comprehensive Utilization Review System

The onlysystem

to integrate
uti ization review

withhealth daims

administration ...

Under the Tax Reform Act of
1986, self-employed persons and
owners of unincorporated busin-
esses can for three years beginning
in 1987 deduct 25% of the cost
of health insurance premiums,
provided they extend similar
health insurance coverage to their
employees.

Previously, :hese business
owners could not deduct any costs
related to health insurance premi-
ums.

The report als- recommends en-
actment of legis.ation twice killed
by Congress tha: would have al-
lowed states to establish employer-
subsidized heahh care pools to
provide coverage to high-risk un-
insured individuels.

Under the rec ommendation, all
employers with 20 or more employ-

ees could be required to participate
in their state's nealth insurance

pools (BIl, Dec. S 8, 1987; July 20,
1987).

A similar propesal died last year
in a joint conference committee. |

CertiFacts from Erisco can maxi-
mize the cost-containment poten-
tial of preadmission certification
and utilization review. This fully
automated, online system draws
upon Erisco's 15 years of experi-
ence developing advanced com-
puter systems software for
employee benefits. CertiFacts
integrates with ClaimFacts, the
health claims management sys-
tem from Erisco, to provide the
vital link for claims adjudica-
tion, utilization reporting and
cost analyses.

Here's a typical situation-
an employee's wife is expecting
a baby. You'll see the benefits
of CertiFacts before,
during and after
hospitalization.

Defore

Thanks to CertiFacts' online,
single-screen processing, every-
thing moves smoothly, starting
with the employee's first call to
his preadmission review service.
The system verifies employee
eligibility by checking plan pro-
visions in the ClaimFacts data-
base. CertiFacts records the
physician's plan for the antici-
pated normal delivery. Should
the ph>sician indicate an alter-

nate treatment plan, it would be

reviewed online using objective
criteria developed for CertiFacts
by board-certified specialists.
At every point CertiFacts
promotes personal communica-
tion among the reviewer, the
employee and the physician's
office. This includes agreement
on the level of care, the treat-
ment plan, when admission
should occur and length of stay.

eu ring

When a medical problem results
in a Caesaean section, instead
of the planned delivery, Certi-
Facts takes the changes in stride.
The physiian contacts the re-
view servic: to extend the wife's
length of Stay, and to revise the
treatment plan.

Certifacts automatically
keeps an online diary that tracks
the case from its onset. It flags
andconfirms significant dates for
the reviewer, including admis-



Environmental conviction

Continued from page 2

It was not until search warrants were issued in March 1986
that the 66-year-old family-owned and operated company
learned that any of the company's 95 workers were being
endangered. said Mr. Palmer.

However, EPA and health department officials say com-
panies operating hazardous waste sites have an obligation
under federal law to monitor their operations, test employees
annually for their exposure to hazardous chemicals and train
them to use protective equipment and clothing.

In fact, the judge in the case would not allow the jury to be
told that Protex was not promptly informed of test results.

In addition to the three endangerment counts, Protex also
was convicted of 12 felony violations of federal laws for
operating a facility for the treatment, storage and disposal of
hazardous waste without a permit and defrauding govern-
ment o fficials by " false statement, material omission and
concealment" between September 1982 and April 1987.

In addition, Protex was found guilty of one misdemeanor
for discharging pollutants into the South Platte River.

No decision has been made on an appeal, Mr. Palmer said.

Protex was found innocent of two counts of knowingly
storing hazardous waste on March 10, 1986.

Charles Vesta Hyatt, Protex's comptroller, pleaded guilty
late last year to misdemeanor charges of making false state-
ments and illegally discharging wastes. He received one

year of probation and a $3,000 fine.

And, Donald J. Wilson, Protex's vp and chief operating
officer, still faces 11 felony charges, including 10 counts of
illegally storing or disposing of hazardous wastes. Mr. Wilson
is the son of the company's founder and president.

In November 1980, Protex requested a "Part A" permit
from the EPA that would allow it to treat, store and dispose
of hazardous waste.

However, in August 1982 it withdrew that request. Instead,
Protex told federal officials it wanted only to be "a small-
quantity generator" of hazardous waste, which would be dis-
posed of ersewhere, the 11-page indictment said.

Samples collected during government inspections in July
1984 and August 1985 revealed hazardous wastes at the
site, where workers sometimes dumped the contents of used
drums on the ground, according to government officials.

"It was a chemical nightmare," Mr. Smith said.

An October 1986 inspection by the Occupational Safety
and Health Administration found violations including lack of
proper ventilation, lack of explosion-proof electrical equip-
ment, lack of an eyewash facility, inadequately fitted respi-
rators, incomplete material safety data sheets and com-
bustible paint residues. These violations resulted in a $960
penalty, which Protex paid, an OSHA spokesman said.

Although information from the OSHA inspection was pre-
sented during the jury trial to bolster the Justice Depart-
ment's case, OSHA violations were not charged because it
would be duplicative, Mr. Smith said.

Kafter

Because of CertiFacts, the review
service was able to offer efficient,
personalized attention and fast
response to the employee and
everyone concerned. The physi-
cian obtained quick approvals
and rapid agreement to changes
when needed. All charges were
paid promptly and accurately by
ClaimFacts based on its own

sion, continued stay review

and discharge. It monitors the
treatment plan and the appropri-
ateness of any revisions. And,
by alerting the physician and
reviewer to agreed-upon dates

and treatments, it contributes

to cost management.

data as well as information pro-
vided by CertiFacts. And at all
times, confidentiality and security
were completely protected.

=

This linking of preadmission
certification to claims data
makes true healthcare manage-
ment possible by providing mean-
ingful reports for measurement,
analysis and review.

If you're an insurance car-
rier or TPA, we'd like to show
you how CertiFacts can help you
compete more effectively by
offering a unique service to
your customers.

If you're a self-administered
organization considering a pre-

tration of your program.

admission review program of
your own, we'd like to demon-
strate how CertiFacts can provide
you with savings in the adminis-

CERTIEACIS
CLAIMEACTS

Erisco-The benefits of information

Protex is now inspecting and cleaning up its site in Denver
as part of a plan it was required to file with the Colorado
Department of Health, said Nancy Jackson, a compliance and
enforcement officer with the department.

Protex has insurance to pay the cleanup costs, said Paul
Phillips, a Protex attorney with Holland & Hart in Denver.
However, the company would not elaborate.

Protex, which is considering selling the company, also may
face civil lawsuits for damages caused by its operations.

Attorney Walter L. Gerash said he notified Protex that a
nearby businessman may sue the company, alleging that well
water at his business was contaminated by Protex's illegal
disposal and drinking the water caused him bodily injury.

In addition, the three Protex workers, who are still em-
ployed by the company, have contacted him about possibly

suing the company and/or filing workers compensation
claims, he said.

The Justice Department is putting "a top priority” on pro-
secuting white-collar criminals through enforcement of fed-
eral laws, including environmental regulations, said Judson
Starr, chief of the department’'s Environmental Crimes Sec-
tion of the Land and Natural Resources Division.

The section has obtained 356 indictments against individu-
als and corporations since it was created in fiscal 1983, which
so far have resulted in 267 convictions and guilty pleas. A
total of 55 accumulated years in jail terms have actually been
served and $6.5 million in fines levied, according to the
Justice Department staterment. -

*% %

That's right. All the advantages of
Erisco's proven mainframe soft-

ware, on a mid-range computer.
But there's more.

Your own IBM 9370.

Flom Erisco.

Now you can obtain both the soft-
ware and the hardware from us, in
a one-stop solution. You get all the
flexibility and versatility of Claim-
Facts and CertiFacts, along with
the modularity and performance of
an IBM 9370. And from both com-
panies comes a well-recognized,

long-term commitment to
customer service.

A total solution

in a compact package.

The IBM 9370 fits easily in almost

any office, with no special wiring or

air conditioning. The modular design

lets it grow along with your needs.
CertiFacts, ClaimFacts and the

IBM 9370-a dedicated solution

for controlling the bottom line of

your health care dollars.

For more information.

To learn more about CertiFacts or
other Erisco benefits software, call
or write the Sales Department at
Erisco, 1700 Broadway, N.Y.,

NY 10019, (212) 765-8500.

IBM 9370 is a trademark of international Business Machines Corp.

Ensco
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- - A&A as its exclusive worldwide in- Landoil for authority to terminate Landoil why the waiver was neces- In late December 1982, Landoil
Landoil suit : s LY : : . ; ;
surance broker, court papers say, its existing political risk insurance sary, given A&A's earlier represen- alleges it received a copy of a cover
Continued from page 3 and A&A began coverage negotia- on a Libyan road project, court tation that all Landoil contracts letter from Sedgwick describing
A&A has not filed a response tions with Lloyd's underwriters papers say Landoil says it granted were covered by the policy the coverage in effect Attached
to the Landoil suit because of mo- lan R Posgate and Richard M H that authority after receiving a Meanwhile, following the can- was an endorsement stating "It
tions pending to dismiss the case Outhwaite through its Lloyd's bro- July 2 telex from A&A advising the cellation, A&A appointed a new must be recognized, however, that
The lawsuits filed against the kerage subsidiary, Alexander company that a $50 million world- Lloyd's broker, Sedgwick Group if a contract is in default (due to
Lloyd's underwriters and A&A Howden Insurance Brokers Ltd wide political risk policy was PLC, "in place of or in addition non- or late payments) or in dis-
center on losses primarily stem- Landoil says it relied on A&A to "bound and placed at Lloyd's " to Howden " Landoil alleges that pute, this is a material fact, which
ming from the termination of con- advise It regarding the information The premium for the contract this was done because of disputes would cause underwriters to void
tracts and/or withholding of pay- the underwriters would need to was $2 million, "with a provision among A&A, Howden and Mr Pos- the contract if a claim arises "
ments for four Landoil properly write the coverage for upward ad]Justment based on gate, who was one of the lead un- On April 30, 1983, Landoil sub-
construction projects m Libya and The suit further alleges that in reported contract billings " derwriters on the first policy mitted a $5 7 million claim on the
Iraq between 1982 and 1983 the course of Landoil's discussions The telex further said that while (In September 1982, A&A fired Libyan road project to its un-
The suit against A&A says the and correspondence with A&A, the the precise contract language had Mr Posgate, who was head of derwriters
broker proposed in December 1981 broker "learned or should have not yet been agreed on, "the policy Howden's Lloyd's underwriting Landoil submitted a second pre-

to consolidate Landoll's various learned of various problems and will contain no right of cancella- unit, charging that he and four liminary claim to ItS underwriters
political risk coverages under one disputes, including difficulties tion by either underwriters or other Howden executives had di- in March 1983 arising from prob-

package policy that included cov- with performance delays, which Landoil,” the suit says verted up to $55 million in Howden lems involving a separate contract
erage for loss of profits A&A sent had arisen with respect to various On July 13, 1982, Landoll says it funds for their own use ) with Libya to construct roads, ter-
representatives to Manila in March of the Landoil Group's construe- informed A&A that the Libyan The suit states that upon review races and irrigation works In Sep-

1982 to examine Landoll's opera- tion contracts in the Middle East " government had terminated a 1981 of the Landoil account, Sedgwick tember 1983 Landoil submitted a
tions and in late May presented a Landoil charges that it was A&A's contract for the training of Libyan advised A&A and Howden that the formal claim of $ 11 8 million in
proposal to Landoil for an inte- responsibility to advise the un- students Landoil estimates the placement "had not been con- losses over wrongful calling of a
grated political risk program derwriters of these problems contract termination would cost it ducted in a competent manner"” performance bond and wrongful
Landoil subsequently appointed In late June 1982. A&A asked $3 5 million in unpaid fees and loss and it refused to handle the ac- termination of the joint venture
of future profits count Until it received a "hold- agreement on this prolect
INn response, A&A expressed ItS harmless" agreement A&A did not Landoil submitted a third pre-
concern "that the wording of the Inform Landoil of Sedgwick's liminary claim to underwriters in
policy with respect to loss of future stance, the suit says June 1983 stemming from the re-
Yo u r b e St b et profits had 'not been defined and At this point, Mr Posgate re- pudiation and termination of a
agreed as yet,' notwithstanding fused to reinstate Landoil's Ongl- housing construction contract by
A&A's earlier representation to nal coverage and Mr Outhwaite Iraq It filed a formal claim of $2
Landoil on July 8 that, despite the became the sole lead underwriter million in September 1983
f = - lack of agreed language, loss of fu- for the account, the suit says Landoil filed a fourth prelimi-
O r S ettl n g u p ture earnings 'should be consid- The suit charged that A&A's nary claim in March 1983 over a
- ered part of contract frustration ability to reinstate its original pol- housing subcontract with an Iraqi
cover,' " the suit says icy was "impaired and undercut" development agency Work was su-
On July 29, A&A told Landoil because of the disputes among spended on the pro}ect due to hos-
that the lead underwriter refused A&A, Howden and Mr Posgate tilities between Iran and Iraq in
to continue discussion about the Also, in late August, the un- July 1982, and the project was
policy language "until he obtained derwriters requested a description abandoned in November 1982
P RRG'S and RPG'S e POOLS further information about the Lib- of each of Landoil's existing con- Landoil submitted a formal $20 8
yan student training claim,” the tracts, with the purpose of ex- million claim in September 1983
suit says empting from coverage those When A&A tried to renew Lan-
"Consequently, A&A set forth prolects that were not Judged to be doil's coverage in September 1983,
specific questions to Landoil about "going concerns "

- CAPTIVES - FROMTING

AGENCY PROGRAMS

Mr Outhwalte refused to renew
the status of all other Landoil This "vetting process" continued the coverage and canceled the ex-
Group prolects A&A now stressed from September to December 1982 piring policy from its inception due
the importance and urgency of a Landoil charges that during this to material misrepresentation and

response,” the suit adds period, A&A had full access to all non-disclosure of information
You r best bet iS Landoil says it complied with of its files and that Landoil fully about Landoil's Middle East prob-

A&A's request for detailed 1nfor- cooperated with any requests lems, the suit says

mation, but in late August 1982, Meanwhile, on Sept 30, A&A in- Mr Outhwaite said in 1986 that

expe rlenced l I Ia nagel I Ient A&A told Landoil that the un- formed Landoil that a second po- he canceled the policy because the

derwriters had decided to rescind litical risk policy led by Mr Outh- claims involved Landoil contracts
the July 1 coverage "because of al- waite's syndicate was bound, that were in dispute before the pol-
leged non-disclosure by Landoil of subject to the vetting process The icy went into effect

Corporate a material fact delays m payment policy contained the same terms In its suit, Landoil accuses A&A
m Risk by the Libyan government in the and conditions as applied under of
student training program " the first contract except that the = Fraud and misrepresentation
Consultants According to the suit, A&A on underwriters only would be liable for assuring Landoil that It could
Aug 30 persuaded Landoil to "re- in the event of the contract was provide worldwide political risk
24370 Northwestern HWy, Southfield MI 48075 linquish any rights” it might have terminated for breach of contract, coverage and breach of obligation
. . . under the policy "in exchange for the suit says for failure to do so
1_800_482_2726 In MIChIgan' (31 3) 352-0880 the very broad coverage we would In addition, the second policy - Breach of agreement for fail-
ASk For BOb Engle or D|Ck MarSha” have in effect for existing con- would cover all projects from Sept upe to secure coverage for the stu-
tracts A&A did not explain to 30,1982, though coverage-follow- dent training prolect in Libya
ing review of information from = Breach of obligations involv-

A&A-could be denied for any ing the reports A&A submitted to
project "that was not viable or was underwriters during the vetting
subject to a serious risk of prema- process

ture termination or other major - Breach of agreement for fail-

gth An ) ual problem" as of Sept 24, 1982 ure to successfully obtain the sec-
In exchange, Landoil says it ond policy

waived all claims against the un- The suit also accuses A&A of

P E I RO L E I ' M derwriters under the first policy RICO violations, stating that "the

regarding the Libyan student misrepresentations, frauds and
training contract schemes to defraud Landoil in-

A&A continued to proceed with volved two or more uses of the

AI I V// - 1 I N S ‘ ' RA N C E the vetting and sent a report to the wires and mails constituting a pat-
underwriters in mid-November, tern of racketeering activity "

the suit says The report was "ini- Furthermore, Landoil accuses

tialed as 'seen' by Outhwaite, the A&A of civil conspiracy, stating

— lead underwriter,” the suit adds "Defendants intentionally acted in

The suit says, the report "de- concert with each other, with
/ MarCh 1 O— 1 1 5 1 988, Da”aS scribed explainable delinquencies Howden, with Sedgwick and with
and 'inherent delays' connected others, and according to a common

with doing business in the Middle scheme, to defraud Landoil "

East, but concluded that A&A 'un- The suit alleges that Landoll was
B R . . . . d no evidence of any adverse unable to procure political risk
Attend PIC'88 and obtain solid covere
environmental Impalrment and situations or circumstances that coverage from any other source,
financial benefits. This year, pollution control. might reasonably be expected to making It Impossible for the com-
i i . . i i to a loss insurable under pany to continue its business
premium costs are moderating give rise
t v d . R . Risk management alternatives and the Lloyd's political risks insur- "Landoil believes that it has very
or actually decreasing. ~eceive liability insurance have never been ance issued to Landoil sound claims against A&A and it
valuable input on how to receive more important. Learn preventive Meanwhile, at the end of Octo- Intends to litigate to a conclusion,”
maximum rate credit. . R ber, the Libyan government ter- says Mr Hamilton, Landoil's at-
Strategles at PIC'88. minated a road project contract torney He estimated that it would
Insurance underwrlters, agents, "with allegations of default take at least two years for the case
buyers, contractors and operators Call or write for more information: against the Landoil Group member to reach trial
can focus on mutual solutions to Professional Development Institute involved " Landoil says it in- Meanwhile, the $540 million suit
P formed A&A of the termination on filed by Landoil against Lloyd's
coverage, funding, and claims RO. Box 13288, NT Station Dec 9, 1982, and that A&A had and the Lloyd's underwriters, in-
problems. Special emphasis has Denton, TX 76203-3288 also "learned of problems in re- cluding Mr. Outhwaite, 15 Stlll
. t to two other Libyan proiects pending m the Philippines Lloyd's
Outside Texas 800-433-5676 spec
been placed on how to solve, during its investigation " However, offered Landoil less than $5 mil-
emerging problems in the areas of D/FW Metro 267-5671 (817) 565-2483 Landoil alleges that A&A did not lion to settle the suit in the fall of

inform the underwriters of these 1986, but Landoil rejected the offer
developments until February 1983 (BIl, Nov 17,1986) -



, . J. doctors may face premium surcharge

TRENTON, N.J. The w Jer-
sey Insurance Depart A p@ u I l

posing a 4% surcharge on the medi-
cal malpractice insurance
premiums paid by the state's
15,000 physicians, chiropractors
and podiatrists to finance claims
against a now-deactivated special
malpractice insurance association.

The New jersey Medical Mal-
practice Reinsurance Assn. had in-

sured 3,750 physicians and podia-
trists between 1977 and 1982 and

had reinsured commercial medical

malpractice insurers, said a de-
partment spokesman. Members of
the association were the state's
property/casualty insurers.

The association, which the Leg-
islature created in 1976, was deac-
tivated in 1982 when medical mal-
practice insurance became readily
available. The association now has
anticipated claims of about $82
million, but only $22 million in re-
serves, according to the depart-
ment.

The department said it wants to
order a surcharge on all doctors in
the state rather than only on those
insured by the association because
the facility had helped stabilize the
state's medical malpractice mar-
ket for all doctors. 1

A 4% surcharge would amount to
a $528 increase for the average
New Jersey doctor who paid medi-
cal malpractice insurance premi-
ums of $13,206' in 1987. Insurers
currently providing coverage will
collect the surcharge and remit the
proceeds to the state.

The surcharge may be lowered in
future years, according to a de-
partment spokesman, who said it is
uncertain how long the surcharge
will have to be collected.

The surcharge plan was submit-
ted to the State Office of Adminis-
trative Law as a "pre-proposal.”
After a period for public comment,
the formal regulation process will
begin. It is expected to take several
months before the surcharge plan
wins final approval, the spokesman
said.

Last year, a special task force
and the Insurance Department de-
veloped a series of proposals on
medical malpractice, one of which
was the creation of a Medical In-
surance Performance Program
under which the burden of pre-
venting medical malpractice would
fall primarily on hospitals (BI, Oct.
5).

The recommendations are ex-
pected to be implemented over the
next year through a combination of
legislation and regulation, the
spokesman said.

-By Judy Greenwaid

California reform

SACRAMENTO, Calif.-Insurers
and trial lawyers have proposed

conflicting ballot initiatives on in-
surance reform issues in California

-a move that could break down
the peace agreement the tradi-
tional rivals reached last fall.

The Assn. of California Insur-
ance Companies and the California
rrial Lawyers Assn. filed the ini-
tiatives with state officials last
month in response to an onslaught
of insurance reform measures
sponsored by consumer groups and
individuals.

Although the insurers' and trial
Lawyers' proposals attack each
other's interests, both claim the
truce declared in September has
not yet been violated.

"Between us we haven't thrown
clown the gauntlet, quite the oppo-
site," said J. Gary Gwilliam, presi-
dent of the California Trial Law-
yers Assn.

The groups have remained in
contact with each other and were
informed that each would propose
ballot measures protecting their
interests, Mr. Gwilliam said.

At stake is an agreement be-
tween the lawyers and insurers
that led to the enactment of tort
reform measures in the last legisla-
tive session and promised future
cooperation, including a prohib-
ition on sponsorship of initiative
campaigns for five years (Bl, Oct.
5).

Both sides say they filed their in-
itiative petitions with the state at-
torney general's office as precau-
tionary moves intended to protect
themselves in case a negotiated
agreement is not possible.

"We still hope for a legislative
solution early next session,"” said

George Tye, executive director of
the Assn. of California Insurance

d the states

Companies. "The peace, while
being strained, has certainly been
respected by both sides."

"We feel there's still a reason-
able probability of resolving this

through the legislative process,"”
Mr. Gwilliam said. "We don't see

this as a violation of our truce.”

But the groups agree that if sat-
isfactory resolution of insurance
issues in California does not
emerge in the first month or two of
this year's legislative session, the
result may be a free-for-all decided
by voters next fall.

The Legislature opened its 1988
session on Jan. 4, but did not ad-
dress the insurance issues during
the first days.

The insurers and lawyers asso-
ciation had negotiated a "flex rat-
ing" plan with several consumer
groups last fall, but state legisla-
tors declined to consider the issue
during a special session in No-
vember. The plan would have al-
lowed the state Insurance Depart-
ment to reject commercial lines
rate hikes exceeding 25% and per-
sonal lines rate increases exceed-
ing 15%.

However, legislators were not in-
terested because the proposal did
nothing to lower auto insurance
rates, Mr. Gwilliam said.

"Auto insurance is really driving
the debate right now," he said.

The California Trial Lawyers
Assn. has proposed an initiative
that would:

- Require "good driver"” rates
that would be 25% lower than the

next lowest rate for policyholders
who have one or no traffic tickets
in the past three years. Insurers
could not cancel polices for policy-
holders rated as "good drivers."

- Ban no-fault auto insurance
and prohibit limits on attorney fees
in auto cases.

« Require one-year suspensions
of driver licenses for minors con-
victed of driving while intoxicated.

Insurance groups, led by the
Assn. of California Insurance
Companies, proposed an initiative
that would:

« Cut liability insurance premi-
ums by an average of 20% by insti-
tuting no-fault automobile insur-
ance. Insurance companies would
be required to document the man-
datory rate reductions and submit
them to the Insurance Department.

Continued on next page



Around the states

Continued from previous page
+ Limit attorneys' fees to 33% of
the first $50,000 of an award, 25%
of the next $50,000 and 15% for
amounts exceeding $100,000.
-By Glenn Huntley

lllinois malpractice

SPRINGFIELD, Illl.-Medical
malpractice insurance rates for
some lllinois physicians have been
reduced as a part of an agreement
between the lllinois Insurance De-
partment and the St. Paul Fire &
Marine Insurance Co.

Rates fell 10% on Jan. 1 for phys-
icians in most lllinois counties ren-
ewing their claims-made medical
malpractice coverage with St.
Paul. Meanwhile, rates for physic-
ians in Chicago, its suburban

counties and two lllinois counties

bordering St. Louis were un-

changed.

The agreement came after the In-
surance Department questioned
whether a 66.2% medical malprac-
tice rate hike effective July 1, 1987,
would also apply to physicians' tail
coverage, according to a spokes-
man for The St. Paul Cos. Inc.

The rate hike request was filed
April 27, 1987 by St. Paul Fire &
Marine Insurance Co., St. Paul
Mercury Insurance Co.-both
based in St. Paul, Minn.-and Chi-
cago-based St. Paul Insurance Co.
of Illinois.

Under lllinois law, medical mal-
practice insurers follow a "use and
file" procedure in which insurers
can put a rate change into effect
without state approval, but must
file the change within 30 days of its
effective date. The state cannot
disallow or alter the rate change
without holding a formal hearing.

After several discussions, the In-
surance Department and the in-
surers agreed that:

= All policyholders insured by
St. Paul June 30, 1987, will be re-
offered tail coverage based on their
annual pre-rate increase premium,
regardless of whether they initially
purchased tail coverage.

= Tail coverage on all future
policies will be calculated on the
basis of the previous 12 months'
premium rather than on the rate in
effect at the time of purchase.

O The 1987-88 claims experi-
ence will be examined in 1990 as
part of a retrospective rating plan.
If claims costs are lower than the
estimates on which underwriters
calculated the increased premiums,
physicians could receive a refund
with interest.

"We believe the agreement en-
ables us to continue to offer phys-
icians' medical liability insurance
in lllinois and is in the best interest
of lllinois physicians," said the St.
Paul spokesman.

The rate reductions for physic-
ians outside of the two urban areas
reflected a reduction in the fre-
quency and severity of claims, the
spokesman explained.

St. Paul writes medical malprac-
tice insurance for about 4% of Illi-
nois' physicians and surgeons.

-By Mark A. Hofmann

Georgia reviews hike

ATLANTA-Georgia Insurance
Commissioner Warren Evans is ex-
pected to decide this month
whether to approve a 28.8% aver-
age rate increase for physicians
and surgeons professional liability
coverage filed by MAG Mutual In-

surance Co. in Atlanta.

The rate increase, which went
into effect in April 1987, was chal-
lenged by Commissioner Evans in
August as "unreasonably high."”
MAG Mutual is the second-largest
writer of physicians liability cov-
erage in the state and insures
about one-third of all Georgia doc-
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tors, according to the department.
The department held a public
hearing in December to allow MAG

Mutual to justify its rate increase
If the commissioner denies the ratE

increase, MAG Mutual would b€
forced to refund the difference k
polieyholders, according to a de-
partment spokesman.

-By Linda J. Collim

Alaska tort reform

ANCHORAGE, Alaska-Tort re-
form advocates say they have col-
lected more than enough signa-
tures to put their proposal, which
abolishes joint and several liabil-
ity, on Alaska's November ballot.

The Citizens Coalition for Tort
Reform had gathered 23,500 signa-
tures by late last week and ex-
pected to turn in a total of 24,50C
signatures when it filed the peti-
tion with the state Division of
Elections, said Mark Dinneen, the
group's executive director.

The proposal would restrict lia-
bility for damage payments in civil
cases to a percentage of fault as-
signed to each defendant.

The coalition needs 18,256 valid
signatures from registered voters
to place the issue on the ballot, Mr
Dinneen said. The extra signatures
should be adequate to compensate
for invalid signatures, he said.

Pure several liability was part of
a tort reform package considered
by the Alaska Legislature in 1986,
but a compromise version was
passed in order to secure approval
of the other provisions.

Lt. Gov. Stephen McAIpine has
60 days to certify the initiative pe-
tition, Mr. Dinneen said.

-By Glenn Huntleti

OSHA fine

LOS ANGELES-The federal
Occupational Safety and Health
Administration has proposed
$91,300 in fines for safety viola-
tions alleged against Pace Setter
Inc., a Los Angeles muffler manu-
facturer.

The December penalties were the
result of an inspection instigated
after a worker lost half a hand, a
thumb and three fingers in a piece
of equipment last July, OSHA offi-
cials said.

The fines were the largest pro-
posed since OSHA began regulat-
ing California work safety pro-
grams on July 1. OSHA took over
regulation in California after Gov.
George Duekmejian vetoed fund-
ing for the state program last
spring (BIl, Nov. 2, 1987).

However, it was not the July in-
cident alone that inspired OSHA to
act against the muffler manufac-
turer, said Hamilton Fairburn,
deputy OSHA administrator in San
Francisco.

"We were concerned not just by
what we found, but by what had
transpired before," he said.

The fines included $10,000 each
for eight "willful" cases in which
the employer knew or should have
known about inadequate safety
precautions, a U.S. Labor Depart-
ment spokesman said.

The federal agency alleges the
company failed to install safety
guards on punch press machines.

The balance of $11,300 in fines
was due to 54 serious violations of
safety regulations that varied from
failure to provide guards on equip-
ment start buttons to failure to
protect against electrical shock,
the spokesman said.

Pace Setter has appealed the
findings to the Occupational
Safety and Health Review Com-
mission in Washington, D.C., said
Vice President Jim Stavis.

Several of the incidents cited by
OSHA were "far more more minor"”
than indicated by the agency, he
said. Even though the company is
appealing the fines and is contest-
ing the allegations, publicity sur-
rounding the case may already
have had its effect, he said.

-By Glenn Huntley



Comings & goings: buyers

New York Archdiocese

hires insurance director

Daniel J. Johnson has been
named director of insurance for the
Archdiocese of New York. In this
newly expanded position, he over-

sees insurance and employee bene-
fits for the archdiocese, which in-

cludes Manhattan, Staten Island,
the Bronx and seven counties in
New York state. Mr. Johnson re-
ports to Richard Costello, first
deputy of finance. Mr. Johnson
served as casualty insurance man-
ager for American Broadcasting
Cos. Inc. in New York. He holds a
bachelor of arts degree from Ford-
ham University in the Bronx and
attended the New School of Social
Research in New York City.
Joseph A. Lewis, 40, has been
named vp and risk manager of
AmeriTrust Co. National Assn., a
Cleveland-based bank. In this newly

created position
he oversees risk

W 530

*--4 reports to Daniel
A. Pavsek, vp

and economist.

Mr. Lewis pre-
Mr. Lewis viously served as
corporate insur-
ance manager for Leaseway Trans-
portation Corp. in Cleveland. He
holds a bachelor of arts degree from
Bowling Green State University in
Bowling Green, Ohio, and a doctor
of law degree from Cleveland-Mar-
shall College of Law at Cleveland
State University. He is a deputy
member of the Risk & Insurance
Management Society and a member
of the Cleveland, Cuyahoga and
Ohio bar associations.

Gregory F. Hidden, 38, has been
named risk manager for the St.
Vrain Valley School District in
Longmont, Colo. In this newly

created position

A,li.,4 he manages the

district's partici-

r-1 pation in self-

11 funded and in-

sured programs,

directs safety

and security ef-

L forts and over-

I sees claims liai-

Il son with the

Mr. Hidden district's third-

party claims ad-

ministrator. The school district

covers 450 square miles in Colo-

rado, with more than 15,000 stu-

dents and 1,500 faculty members

and staff. Mr. Hidden reports to

Roger L. Driver, assistant superin-

tendent for business services. Pre-

viously Mr. Hidden served as aloss

control consultant to Jefferson

County, Colo., and the Colorado

County Commissioners Assn. He re-

ceived a bachelor of science degree

in public administration/criminal

justice from San Diego State Uni-

versity and is a graduate of the

OSHA Training Institute. Mr. Hid-

den is working toward his Associate
in Risk Management designation.

Rebecca Greenhill has been
named general insurance adminis-
trator at Cox Enterprises Inc. in At-
lanta. In this newly created position,
she advises division and field man-
agers on risk and insurance matters,
coordinates Cox's self-insurance
programs and provides overall tech-
nical support. She reports to Ted
Young, corporate risk manager.
Prior to joining Cox-which is in-
volved in newspaper publishing,
broadcasting, cable television and
auto auction-Ms. Greenhill served

as risk/insurance administrator for
OKki America Inc. in Hackensack,
N.J. Prior to that she was technical
assistant for American Risk Man-
agement Inc. Ms. Greenhill holds a
bachelor of science degree in eco-
nomics from Rhodes College in
Memphis, Tenn.

We'd like to report on sta# changes
in your company's risk manage-
ment, safety or employee benefits
department. Just drop a note to
Patti Winston, copy editor, Business
Insurance, 740 N. Rush St., Chicago,
11l 60611-2590, or call 312-649-
5442. Please send a photograph, too.
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just fractured
his INcome.

His family, lifestyle, future,

all depended on one thing.
Walter's income.

Then the accident. It was

devastating. It did more than lay
him up for a few months. It'
meant financial sacrifices that
affected his family for years.

Too bad Walter's employer
didn't know about UNUM.

UNUM protects incomes.
With products that range from
health and disability plans
to life insurance and pension
management.

From flexible group benefits
to individual coverage that's cus-
tom-tailored, we're creating the
next generation of insurance
ideas.

All to protect income.

Whether you're an employer
or an employee, UNUM's ideas
can benefit you.

-UNUM

Income Protection
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First UNUM Life imurance Compans Elmsford, NY 10523 (New York State only)
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Captive taxes

Gulf ruling delineates when premiums are deductible

By Gerald I. Lenrow, David K. Steffen
and Craig B. Larsen

YORMORE THANAREGARR various souds

deductibility of premiums paid by a parent company
to a captive insurance company.

The U.S. Tax Court's majority opinion in Gulf Oil
Corp. us. Commissioner, 89 T.C. 70 (1987),
represents a milestone in that effort. The court ,
delineates, albeit through dieta, a method for
determining when the transaction between parent
and captive will qualify as a legitimate insurance
transaction. Premiums paid to a captive insurer
shall be deductible when the captive insurer
receives 50% or more of its premium income from
unrelated parties. In some circumstances, premiums
paid by the parent company could be deducted by
the parent when less than 50% of the captive's
premiums were received from unrelated parties.

The court rejected the "economic family" concept,
which the Internal Revenue Service first enunciated
in Revenue Ruling 77-316, 1977-2 C.B. 53. Under
that doctrine premiums could not be deducted when
paid to a wholly owned captive because a real
insurance arrangement could not exist in a
transaction within an economic family.

The court noted that it has never endorsed the
economic family doctrine. It stated that decisions in
cases like Carnation Co. vs. Commissioner, 71 T.C.
400 (1978), affd. 640 F.2d 1010 (9th Cir. 1981), were
based on the facts before the court, not on the
economic family doctrine. The court stated that the
focus should be upon the amount of premiums
contributed by policyholders, not on the capital
structure of the captive.

In 1971, Gulf incorporated Insco Ltd. under
Bermuda law. Gulf formed Insco as a wholly owned
subsidiary because Gulf and its affiliates were
unable to insure their risks at acceptable premiums.

Gulf and its affiliates would enter into contracts
of insurance with unrelated commercial insurers. By
pre-arrangement, these insurers would reinsure a
significant portion of their exposure with Insco.
These contracts of insurance related primarily to
property and liability risks.

Gulf executed a guarantee in favor of the
unrelated insurers, whereby Gulf obligated itself to
indemnify the insurers in the event Insco could not
meet its obligations regarding the risks it reinsured.
However, Gulf was never required to indemnify the
insurers under these guarantees.

In its 1974 and 1975 consolidated tax returns,
Gulf deducted the premiums paid to unrelated
insurers as ordinary and necessary business
expenses. The IRS assessed a deficiency for each
year, claiming that payments made by Gulf and its
domestic affiliates were not deductible insurance
premiums to the extent those payments were ceded
to Insco.

In addition, the IRS recharacterized the insurance
premium payments made by the foreign affiliates as
constructive dividends to Gulf to the extent those
premiums were ceded to Insco. Payments of claims
by Insco to Gulf and its domestic affiliates were also
recharacterized as constructive dividends to Gulf.

Insco did not receive any premiums from
unrelated parties in 1974. Insco first began insuring
the risks of unrelated parties in 1975. Two percent
of Insco's net premium income for 1975 was derived
from the insurance of non-Gulf risks. Even though
the 1974 and 1975 tax years were the only years
before the court, evidence before the court indicated
that premiums from unrelated parties increased to
more than 50% of total premiums by 1978.

In the prior Tax Court decisions of Carnation;
Clougherty Packing Co. us. Commissioner, 84 T.C.
948 (1985), affd. 811 F.2d 1297 (9th Cir. 1987); and

Humana us. Commissioner, 88 T.C. 197 (1987), the
court concluded that payments to a captive
subsidiary, designated as premiums, from the parent
corporation or from the parent's subsidiaries, did
not represent insurance payments. In each case,

the court concluded that the essential elements of an
insurance arrangement as enunciated in Helvering
vs. LeGierse, 312 U.S. 531 (1941)-risk transfer and
risk distribution-were not present. The court
reasoned that if all the policyholders were related,
the insurance was merely self-insurance because the
group's premium pool was used only to cover the
group's losses. By failing to shift the burden of a
loss away from policyholders, a transfer of risk

did not occur.

Recognizing that the facts before it were similar
to those in the above cited cases, the court
questioned whether the insurance of unrelated risks
should provide a different result. This situation had
not been considered! by the Tax Court in any of the
previous cases. Other courts did have this fact
pattern and apparently ignored it since the level of
third-party risks was de minimis (e.g, Mobil Oil
Corp. vs. United States, 8 CI. Ct. 555 (1985), and
Beech Aircraft Corp. vs. United States, 55 AFTR 2d
84-6173 (10th Cir. 1986) ).

In the Gulf case, the court was not specifically

The'economic family' concept, which

said premiums paid to a wholly owned
captive were not deductible because an
insurance arrangement could not exist

in an economic family, was rejected.

concerned with the issue of whether the writing of
unrelated risks resulted in a transfer of risk between
Gulf (or its affiliates) and Insco. The court held that
amounts paid by Gulf and its affiliates to Insco in
1974 were not deductible as insurance premiums.
This situation, the court noted, was no different
than that in Carnation and others previously
decided by the Tax Court. With respect to premiums
paid to Insco in 1975, the court came to the same
result, stating that the addition of 2% of unrelated
premiums was de minimis and not sufficient to
result in risk transfer.

It is interesting to note that while only the tax
years 1974 and 1975 were before the court, evidence
was admitted with respect to later years jn which
the percentage of unrelated premiums was 7% in
1976, 16% in 1977, 51% in 1978, 54% in 1979, 53% in
1980, 54% in 1981, 48% in 1982, and 62% in 1983.
The evidence was admitted as bearing on the degree
to which Gulf intended its captive to write business
for unrelated parties. This intent, Gulf said,
demonstrated Insco should be treated as an
unrelated insurer.

However, the court did not agree, stating that the
character of the payments must be determined
based upon the degree of risk shifting and risk
distribution present in the tax years that were
before the court. The court expressly reserved
judgment with respect to the years 1976-1983 on the
issue of whether the percentage of unrelated
premiums in those years was sufficient to result in
risk transfer.

The court stated that transfer of risk may occur
when a captive is a separate, viable entity
financially capable of meeting its obligations. It is
the writing of unrelated risks and the concomitant
operation of the law of large numbers that renders a
captive such an entity. Hence, the focus is upon the
premiums from the policyholders, not the capital
structure of the captive.

In using this approach, the Tax Court expressly

rejected the economic family theory found in
Revenue Ruling 77-316. The economic family
doctrine would negate the presence of an insurance
arrangement whenever the policyholder and the
insurer are related through ownership.

Focusing on the composition of the premium pool
held by the captive, the court stated that at some
point a sufficient proportion of premiums from
unrelated parties would be present such that the
premiums paid by the related policyholders would
no longer be sufficient to cover the anticipated
losses of all the policyholders. In this event, related
policyholders would have to rely on the premiums of
unrelated policyholders to cover their losses. The
court concluded that in this situation risk transfer
and risk distribution would be present and therefore
amounts paid should be deductible as insurance
premiums and should not be characterized as funds
committed to a reserve to pay self-insured losses.

The court indicated that it would need to hear
expert testimony concerning what proportion of
unrelated premiums would be sufficient before the
affiliated group's premiums would be considered as
payments for insurance. In a footnote, the court
stated "if at least 50% are unrelated, we cannot
believe that sufficient risk transfer would not be
present." Since the test or standard that the court
would apply in determining whether payments
constitute insurance is based upon premiums, the
court stated that the premiums paid by both related
and unrelated policyholders must be based on
reliable actuarial estimates of risk of loss and such
arrangements must be negotiated on an
arm's-length basis.

Judge William A. Goffe wrote a separate opinion
that concurred with the result reached by the court
majority. However, Judge Goffe took exception to
the proposition that there are circumstances under
which a captive should be treated as a separate
corporation and that premiums paid to the captive
should not be deductible. Judge Goffe regards this
proposition as one not supported by case law, nor
the expert testimony given during the Tax Court
proceedings.

Arguing that risk shifting and risk distribution
have always been separate and distinct concepts,
Judge Goffe states that a transfer of risk "cannot
occur by reason of an adequate distribution of risk
created by the presence of insured risks of
independent third parties.”

In another opinion that concurs with the holding
of the majority, Judge Goffe's concerns are
addressed. Judge Arthur L. Nims |ll states that it is
apparent Judge Goffe's opinion stems from the
economic family doctrine. This doctrine, Judge
Nims states, has not been and is not one that the-
Tax Court recognizes. Secondly, Judge Nims states
that the majority did recognize risk shifting and risk
distribution as separate and distinct concepts. Its
decision merely holds that both may be present
when a captive insures a substantial percentage of
unrelated policyholders.

The court ruled that payments designated as
premiums made by the foreign affiliates and the
payments of claims by Insco to Gulf- and its
domestic affiliates did not represent constructive
dividends to Gulf.

The court characterized payments made by Insco
to Gulf as ones made in consideration for the
premiums paid by Gulf and ceded to Insco, not

payments made solely for the benefit of Gulf.
Continued on next Page

Gerald I. Lenrow is a partner with Coopers &
Lybrand in Chicago, Donald K. Steffen is a partner
with Coopers & Lybrand in Oakland, Calif., and
Craig B. Larsen is a manager in Coopers &
Lybrand's Chicago office.



New vendor may be necessary

FTER.THE RIREUSIQN inast

of switching risk management
information system vendors (BI, Dec.
21,1987), you probably think that |
never recommend that a client change
vendors. If it is a "grass is greener”
situation | will dissuade the client.
However, if there are serious
problems, a change may be warranted.

What follows are certain factors to
evaluate in trying to decide whether to
make the best of the system and
vendor or admit the mistake and start
over again:

* A clear mismatch of objectives. If
it is obvious that what you need and
what the vendor can provide are
clearly at odds, a switch may be
indicated. For example, if you need a
claims management system with a
fully integrated check processing
system and your vendor/RMIS doesn't
have the capability, this is another
indicator.

The custom development of a major
subsystem or overhaul of an outdated
software package requires substantial
time and dollars to develop, debug and
align to your specific needs. At the

same time, you experience downtime
and other inefficiencies.

+ A lack of service or commitment.
This is a key factor. In business,
vendor service is as critical as the
technical abilities provided by the
system. If you are not getting strong or
responsive support, this is a
significant weakness and a sign that
you should test the waters elsewhere.

The warning signs are obvious: How
long does it take for the vendor to
return your phone call? How quickly
are the problems resolved? Does the
vendor charge for its mistakes? Are
vendor mistakes increasing in
frequency?

If you answer affirmatively to many
of these questions, you should consider
a change.

* Vendor instability. High employee
turnover, loss of client base,
decreasing service, increasing system
problems, slow vendor service
response time and just plain old
rumors from several unconnected

sources may be preliminary

Gulf captive ruling

Continued from previous page

Citing Sammons vs. Commissioner, 472 F.2d 449
(5th Cir. 1972),the court held that the payments
designated as premiums made by the foreign

affiliates and the payments of claims made by Insco
to Gulf's domestic affiliates did not constitute

indications of financial distress. These
signs should be followed up by frank
discussions with the vendor as well as
taking protective measures to secure
your data. It may be time to think
about a change.

Another factor to weigh (or what
should have been weighed before
signing a contract with the vendor) is
the uniqueness of the system. If no
other vendor can provide your exact
system if the present one sells out or
goes out of business, you are at
significant risk. Be sure you have a
solid source code agreement (in
escrow) and, better yet, a good backup
programmer/troubleshooter to keep
you and your system going.

* Type of relationship. As discussed
before, if the vendor has not provided
you with a ccncise contract identifying
the exact terms of you getting your
data immediately and providing the
systems source code in case of vendor
bankruptcy, you should either
negotiate the change with him or
leave. If not, you are setting yourself
up in an extremely vulnerable
position.

Let us assume that for one reason or
another, you need to go to another
vendor but your current vendor will
either not permit you to retrieve your
data or significantly delays conversion
of the data. A clear, upfront agreement
with the vendor does much to alleviate
these concerns. If he will not provide
this contract. it is a good indication of
the kind of relationship you have. You

RN IsSs

probably ought to leave it.

How should you initiate a change in
RMIS vendors?

The first step is to return to the
basics. Perform that long overdue
needs analysis (BIl, April 21, 1986) to
be sure that you really have a solid
understanding of what is needed. Be
sure to talk to other departments and
external organizations that impact
upon your risk management
department. Sit down and identify
those management and departmental
reports on claims, forecasting,
modeling, etc., that you are going to
need and when you are going to need

them.

Identify whether or not you want to

-4411

R Commentary

By David A. Tweedy

have a system that operates on your
premises or if you would rather have
the vendor take responsibility for that
system via a timeshare arrangement.
Define acceptable reporting periods
from the vendor on the kinds of fields,
loss cause/code relationships, custom
programming reports, etc., before
initiating a bid project or switching to
another vendor. Weigh any potential
political implications of a change.

In other words, do your homework!

Again, do careful research on
potential systems and vendors that
best meet the results of your needs
analysis. Consider getting your
internal data processing department
involved if they have the capability. If
you are looking to have a
comprehensive bid project, try to limit

the total number to three or four

vendors, especially if it's a

particularly large and complex system.
Unless the current vendor is totally

irresponsible or negligent, it should

also be included in the potential bid

project. You may be surprised to find
out that better communications with

that vendor beforehand would have

given you what you needed. Also, the
competition may serve to encourage
the vendor to be more responsive in
both system capability and cost
perspectives.

To summarize, the decision to switch
vendors should not be made on a
whim. Although you may have been
guilty of purchasing the first system
on a whim, do not make the same
mistake twice. Before making any
decision, sit down and carefully
evaluate what your needs are and
determine whether or not the current
vendor can first meet these needs
without going through a competitive
bid process. Try to reduce the "grass is
greener" syndrome.

If, however, the situation is
intolerable, or the system/vendor is
unable to handle your system, make
the decision to change as soon as
practicable.

Either initiate the bid project or
make the change to a vendor that you
have thoroughly researched and
determined will meet your needs.
Manage the conversion process to
minimize the negatives. Be certain
that the people involved within the
system are fully informed and
educated every step of the way to
reduce any potential complications.

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

information systems
and vendors. Mr.

Tweedy's column on
risk management
information systems
appears the third
Monday Of the month.

Interference, libel claims differ: Court

Coverage for personal injury
liability, including libel or
slander and disparagement of
property or slander of title, did

not extend to a claim that an

Legal briefs

The bank submitted this

countersuit to its insurer,

claim in libel or slander because
no defamatory material was
alleged to have been published or
spoken. According to the court,
Spurlin's countersuit was clearly

constructive dividends.

The Gulf case represents a significant
development in the captive insurance area. For the
first time, the Tax Court has enunciated the
circumstances under which the writing of unrelated
risks by a captive may be sufficient to constitute a
transfer of risk between a parent (and/or its
affiliates) and its related insurers. This, of course, is
opposed to the economic family doctrine, which
would hold the presence of even 1% of related risks
to nullify the presence of an insurance arrangement.
By rejecting the economic family doctrine and
thereby focusing on premium pool composition
rather than the capital structure of the captive, the
Tax Court has provided a benchmark for
determining the rules for recognition of a captive
insurance arrangement.

insured bank had exercised
influence as a lending institution
to discourage and interfere with a
third party's business and
contractual relations, the
Supreme Court of New Mexico
has ruled.

In 1981, Western Commerce
Bank sued Spurlin Properties,
Inc. to recover on a promissory
note. Spurlin defended and
countersued, claiming the bank
had used its influence as a lender
to discourage and interfere with a
third party's business and

contractual relations with

Spurlin.

Reliance Insurance Co., to defend
The underlying insurance policy
issued by the insurer to the bank

covered libel or slander or other

defamatory material. The insurer

had also issued the bank an

excess umbrella policy that
covered libel and slander. The
insurer denied coverage for

Spurlin's countersuit and refused
to defend the bank. The bank

then sued the insurer for breach
of contract. The trial court ruled
for the insurer.

On appeal, the court said that

the allegations in Spurlin's
countersuit did not establish a

based on interference with

contractual relations and not libel

or defamation. The court agreed
that the insurer had no duty to
defend. Western Commerce Bank
vs. Reliance Insurance Co.,

Supreme Court of New Mexico,
Feb. 10,1987. (BI/03/0.-$10).

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

competitors are relocating

We never could match their cheap prices.

But then again, they really couldn't match our
underwriting quality or unsurpassed financial
strength
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liability and excess property coverages that . Here today
prgmisegto indempity our insuregs for loss, ~—~—
losses that we'll still be here to pay.
Call the underwriting pros at General Star
e today...or tomorrow It's never too late.

General Star Management Company, Stamford, CT « Specialty underwriting for primary and excess risks through appointed surplus lines brokers
New York (212) 770-0150 - Chicago (312) 207-5400 - Los Angeles (213) 383-7734 « Stamford (203) 328-5700
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mainder with Lloyd's of London underwriters through picio officials of attempting to persuade 111 1terate relatives to
Lloyd's broker Thomas R Miller & Son (Holdings) Ltd, sign settlement in exchange for burial expenses totaling

Dona Paz insurance

Continued from page 2 which runs a reinsurance program for all protection and m- 5,588 pesos ($270)
burned to death Only two of the oil tankers 11 crew members demnity clubs "They are taking advantage of the illiteracy of some of
survived (BIl, Dec 28,1987) However, a source in the Philipp-nes last week said it is these people,"” said Alberto Goico, a CSLO official
Some 107 bodies were recovered Of them, only about 40 now believed that Sulpicio had only 31 86 million pesos Ten relatives were given checks for 5,588 pesos in exchange
have been identified, and only one of those was listed on the ($1 54 million at current exchange rates) of liability in- for their signatures on two documents One was a "Receipt
Dona Paz manifest surance written by Steamship Musual-or the amount of and Release" for 588 pesos ($28 37) The other was a "Release
If Philippine authorities investigating the tragedy deter- compensation Sulpicio is offering he families of the 1,593 and Quitclaim” that says in exchange for 5,000 pesos
mine that the number of passengers aboard the Dona Paz passengers on the ship's manifest ($241 20) the claimant agrees to "remise, release, quitclaim
when it sank endangered ItS seaworthiness, Sulpicio's liabil- Sulpicio has offered compensation of about 20,000 Philip- and forever discharge and agree to hold harmless the vessel,
tty insurance may not respond to losses, according to London pine pesos ($964 80) per victim M/V Dona Paz, her owners/operators, managers, agents, un-
and Philippine underwriters who asked not to be identified A Steamship Mutual spokesmer would not reveal the derwriters, P&l club, vessel's master, officers and crew and
The Dona Paz was insured for all third-party liabilities by amount of coverage it would provide survivors all parties with interest therein in full satisfaction, com-

Steamship Mutual Underwriting Assn (Bermuda) Ltd, a There is no law in the Philippines requiring owners of plete settlement and discharge and compromise of my claim
protection and indemnity club The coverage was placed by commercial vessels to purchase liab_lity insurance, but offi- for burial expenses and transportation of the remains

Pioneer Insurance & Surety Co of the Philippines cials are consicering setting a min_mum coverage require- The document further states that "this release may be

A ship's manifest lists 1,593 passengers and crew aboard ment of 20,000 pesos pleaded as an absolute and final bar to any suit or suits OI
the Dona Paz when it sank, 213 more than the limit set by the Sulpicio's hull and equipment insirance is written by Pru- legal proceedings against any of the persons or things re-
Philippmes Maritime Industry Authority dential Guarantee of Manila with limits of 25 million pesos ferred to herein "

But the Coalition of Samar-Leyte Organizations, an um- ($12 million) and reinsured in London through Lloyd's bro- However, Sulpicio Vp Vicente Gambito said the payments
brella group of 42 organizations representing the victims, has ker Willis Faber PLC "are not part of the indemnities that may still be adlu(heated
listed at least 3,500 passengers aboard the Dona Paz based on The M/V Vector, the oil tanker that collided with the ferry, or arrived at on the lives of the victims "
statements from relatives at the ship's point of origin and at is not insured fer any third-party ris <s, according to Oriental He explained that the $270 settlements were only for the
its Manila destination Assurance, the ship's hull insurer burial sites, religious services, transport of remains and

And, the CSLO estimates there could have been as many as Early reports also identified the owner of the tanker as round-trip fares of three relatives of each victim
4,000 Christmas travelers aboard the Dona Paz Sollano Industnal Co of the Philippines, but Oriental iden- Mr Gambito further explained that automatic burial/han-

The CSLO class-action suit seeks 300,000 pesos ($14,472) tifies the Vectofs owner as Vector Shipping Co dling indemnities will be given in cases of manifested-identi-
for each of the 3 500 victims, or total compensation of more Initial reports also called the oil tanker the Victor, but the fied bodies, manifested missing passengers and unmanifested
than $50 million Board of Marine Inquiry discovered the vessel was named the passengers whose bodies have been recovered and identified

London underwriters earlier said Sulpicio had $10 million M/V Vector Despite an earlier admission that the Dona Paz was over-
of liability insurance through Steamship Mutual to respond Vector Shipping has hull insurance limits of 3 million pesos loaded, Mr Gambito said that indemnifying unmanifested
to losses Normally, Steamship Mutual would write an unlim- ($144,720) for the tanker passengers "is not to admit that Sulpicio Lines overloaded ol
ited amount of risk, retain $12 million and reinsure the re- Meanwhile, the relatives of victirrs also are accusing Sul- overcrowded the M/V Dona Paz "

NOTICE Management buys IOA Re

To all Creditors, Policyholders and fro m H al I Re Of N eW YO rk

Other Persons Having Claims Against
AMBASSADOR INSURANCE COMPANY
Notice is hereby given that on March 10,1987, the Superior bgsuagarbﬁ§§labnlzphAdQBcLeap3hia- Markets

Court of Washington County, Vermont, CASE # S-444-83 e =t

and underwriting manager from

Wnc, ordered AMBASSADOR INSURANCE COMPANY, a Frank B Hall Re of Nep, York Inc 34% from $35 million in 1985 PHN will be able to provide an in-
Vermont corporation, Iquidated forthe purpose of paying its As a privately held corporation creased level of quality health care
claims and debts under Vermont law. IOA Re will continue to specialize Buffalo Re sold throughout the state "

) ) ) in life, accident and health rein- He added, "Our two PPOs are
The Court has ordered that all persons with claims against surance, including stop-loss cover- New York-based Continental very similar both in philosophy
Ambassador Insurance Company must present said claims, age for employers that self-fund Corp has completed the sale of its and organizational structure By
together with proof thereof, to the Commissioner of Banking their group health plans Buffalo Reinsurance Co subsidiary creating a single, centralized net-
and Insurance, who is the appointed Liquidator. All such The transaction_ in_volded no per. to a new company ir_'n which Conti- work of physicians and hospitals,
claims must be filed with the Liquidator by March 1, 1988 sonnel changes within IOA Re, and nental has a minority interest the new PHN organization will be
R ’ ’ all of the company's management Woodland Hills, Calif -based in a strong position to capture a
and must be made on a Proof of Claim form. and administrative resfonsibilities Buffalo Re is now the sole operat- significant share of California's

Any claimant who fails to file his claim with the Liquidator by remain intact ] ing Sub_S»idiary of ney\l_ly formed fast-growing PPO market "
March 1,1988, Mil be forever barred from participating in any John W Parker, president of IOA Underwriters Re Acquisition C_)o_rp Aubrey Serfling, Cha'.rman of
L i . Re said, "IOA Re contirues to rep- Steven H Newman, who joined Select Health and executive vp of
distribution of Ambassador Insurance Company's assets. resent the same quallty opera- Buffalo Re in February 1987 as Pacific Presbyterian Medical Cen-
Claim forms may be obtained by writing: tion Our account executives chairman and chief executive offi- ter in San Francisco, said, "The
AMBASSADOR INSURANCE COMPANY IN LIQUIDATION and underwriters reman dedicated cer, also is chairman and chief ex- merger with PHN is the next logi-
to our high standards of service ecutive officer of Underwriters cal step in the growth of Select

RO. Box 40 i, Re Health ~
and market stability

Montpelier, Vermont 05602 IOA Re's reported a premium Other investors in the new com- Formed in 1982, PHN has 56 hos-

volume of $47 million _n 1986, up pany include several other mem- pitals and 6,077 physicians in its
bers of Buffalo Re's management provider network serving Southern
and several unaffiliated investors California from Santa Maria to the

(Bl, Dec 7, 1987, Feb 16, 1987) Mexican border
The purchase price was not dis- Select Health's network Includes
T closed Continental said it expects 41 hospitals and 3,546 physicians
an after-tax loss on the sale of ap- serving Northern California from
e proximately $26 million Chico to Bakersfield

Equity in the new company is di- Since its inception in 1983, Se-
vided among the management, lect Health has worked closely
which holds 15%, Continental with with PHN

35%, and a number of outside in- Richard M Mastaler, president
. . vegtors and chief executive offic the
.---1 For the nine months ending Sept newly merged éompany said, "Re:

30, 1987, Buffalo Re wrote $140 4 gional hospital/physician networks
million in net property/casualty such as PHN appear to be in the
15 premiums best position to manage quality

A The company reported a com- health care delivery systems into
. " bined ratio of 122% for the nine- the future "

viable B . .
7777777 month period Previously, Mr Mastaler was ex-
market The company has $130 million in ecutive vp for marketing sales and
surplus, Mr Newman said corporate development with Inter-
Fr— . national Medical Centers, a health
bil----l_4**b|u v PPOS merge rn.ain.tenance orgar\ization in
1 . Miami that was acquired by Hu-

| o] .Tol DI4 Ot, i,V
. y 1y Preferred Health Network, a Los mana Inc last year

uu u Angeles-based preferred provider Under the agreement, which 15

organization, has signed an agree- subject to regulatory approval,
ment to merge with Select Health, PHN will expand its board of
a San Francisco PPO directors to accommodate four new
The merger will make Preferred shareholders from Select Health,
Health the largest provider-owned two from participating hospitals
PPO in the nation, according to and two from physician groups All
N ewYO rk Ma ri ne Ma nagers I nC Preferred Health After the merger, curre_nt PHN board members will
) L Preferred Health will have 97 hos- remain
Underwriters and Managers representing American Companies pitals and 9,623 physicians in its PHN has annual revenues of ap-
provider network proximately $4 2 million and Se-
Lowell W Smith, chairman of lect Health has annual revenues of
the board of PHN and president approximately $1 7 million
and chief executive officer of Pres- PHN's headquarters will remain
byterian Intercommunity Hospital at 4700 Ramona Blvd, Monterey

in Whittier, Calif, explained that Park, Calif 91754, 213-261 -
"by combining our operations, 9066 -

Let us help you fill your needs. Producer Inquiries invited.

Contact Sal Candurro.

123 William Street, New York, NY 10038
Phone 212-349-1600 Telex 129200NYMM NYK Fax. 212-233-3507



Lloyd's
By CAROLYN ALDRED

LONDON-LIoyd's of London's
competitive position is being
threatened by increasing overhead
costs, warns former Lloyd's Chair-
man Peter Miller.

Lloyd's has always had a com-
petitive pricing advantage because
of its low overhead, he said. How-
ever, "the costs of a modern build-
ing, modern regulation and modern
technology all threaten that edge,"
he warned.

Mr. Miller spoke Jan. 7, after
being presented with the Lloyd's
Gold Medal for Services to Lloyd's
by new Chairman Murray
Lawrence, who described Mr.
Miller as "a truly great Lloyd's

man.

The former chairman also ex-
pressed concern about Lloyd's "fi-
nancial criteria.”

"The enormous increase in the

numbers in our membership must
give rise to concern as to whether
our financial criteria, particularly
the deposits, are tough enough and
whether all our names have the
right attitude to a risk-taking
business in which they can lose
money as well as make it," Mr.
Miller said.

Meanwhile, at a press conference
the same day, Lloyd's Chief Execu-
tive Alan Lord announced that
Lloyd's Council "has decided that
the capital base and solvency
limits of the society ought to be re-
viewed."

Lloyd's is considering raising the
current minimum wealth require-
ment for members of 100,000
pounds ($181,000) and increasing
the amount of money that names
must deposit with Lloyd's, said Mr.
Lord.

Currently, U.K.-resident names
must provide a Lloyd's deposit of
20% of their overall premium limit
and show they possess 40% of that
Limit in readily realizable assets.
Names from outside the United
Kingdom must provide a deposit
equal to 28% of their overall pre-
mium limit.

A higher deposit level would in-
crease the security of Lloyd's poli-
cies in the event of cash calls being
made on names, said Mr. Lord, ad-
ding that any changes would not be
introduced for new names until
1990 at the earliest.

GRE investigation

The Inland Revenue is investi-

gating reinsurance arrangements
of the Guardian Royal Exchange
Assurance P.L.C., one of Britain's
largest insurance companies, after
a former employee claimed he had
been informed of "serious irregu-
larities" authorized by a high offi-
cial in the London-based company.

Meanwhile, GRE is appealing a
November industrial tribunal deci-
sion that demands the reinstate-
ment of the employee, Charles Ro-
bertson, formerly GRE's chief tax
accountant

The tribunal ruled in November
that Mr. Robertson may have been
fired last May because he insisted
on investigating certain financial
transactions made between the
company and its overseas subsi-
diaries.

GRE lodged an appeal on Dec.
24 and earlier this month refused
to allow Mr. Robertson back into
its office in Ipswich where he was
formerly employed, said a GRE
spokesman.

The spokesman refused to dis-
cuss the matter further "while
there is an appeal pending and an
[nland Revenue investigation in
progress."

In 1982, Mr. Robertson disco-
vered "certain irregularities re-
garding the 1974 tax return arising

out of certain reinsurance arrange-
ments with various overseas subsi-

diaries," according to evidence
given at the industrial tribunal in
September 1987.

Discovery of the irregularities,
which included 'ta substantial ret-
rospective paynnent to an Austra-
lian subsidiary," resulted in GRE
paying a supplementary tax of
more than 1 million pounds ($1.81
million at current exchange rates).

Mr. Robertson also claimed he
was told in 1986 by two managers
that "there had been other serious
irregularities authorized by a high
official.™

Both managers dispute Mr. Ro-
bertson's recollection of the con-

versation, according to the tribu-
nal.

,ankruptcy ... bombing ... taxation
issociations ... superbowl ... HMOs ... PPOs ... TPAs ... satellites ... chemical ...
...agent orange ..

ollution

A series of mmoranda and tele-
phone calls between Mr. Robertson
and senior company executives
followed, in which Mr. Robertson
said he was not satisfied that there
had been a proper investigation
into the allegations of irregular-
ities.

On March 16, 1987, Mr. Robert-
son wrote to a senior executive
saying that he was not prepared to
answer the Inland Revenue's letter
using the information supplied to
him.

Mr. Robertson noted in his letter,
a copy of which was sent to GRE
Managing Director Peter Dugdale,
that he was "thoroughly fed up

with the clandestine manner in

. liability ... drug ...

... legislation ...

asbestos ...
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rising overhead worries Miller

London

which the company has dealt with
the matter.”

Mr. Robertson was fired on May
31 for gross misconduct.

A spokesman from the Inland
Revenue refused to comment.

Lloyd's profits

Lloyd's of London's profits could
hit the 1 billion pound mark ($1.8
billion) next year when it reports
results for the 1986 underwriting
year, analysts predict.

Meanwhile, profits for the 1985
underwriting year, which will be
reported this year under Lloyd's
three-year accounting system, will
be similar to 1984's record 300
million pounds ($444.9 million at
year-end 1986 exchange rate), an-
nounced Chatset Ltd., publisher of
the Lloyd's League Tables.

employee ...

war risk ... dental coverage

employer ...

In the quarterly supplement to
the 1984 Lloyd's League Tables,
Editors John Rew and Charles
Sturge say one of the biggest losses
for the 1985 underwriting year will
be Hurricane Alicia.

Losses from the hurricane, which
hit Texas in 1983, "are still buzz=z-
ing around the market, having, it is
said, gone through the protection
of six syndicates. It is hitting ma-
rine excess-of-loss underwriters
who write high-level protection,”
said the supplement.

Meanwhile, last October's wind-
storm "which caused havoc in
western France, the Channel Is-
lands, south and east England and,
finally, Norway" could have a sig-
nificant effect on the 1986 and
1987 underwriting years that cur-
rently "are showing startingly
good figures," the report says. |
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S pa n iSh al u m i n u m pla nt tastrophe surcharge on their normal cover, which is collected conditions have not allowed much access to the vessel or its

by the primary insurers and given to Consorcio cargo The local authorities emphasize that there is no danger

Continued from page 3 Mr Benelbas said that he had no. yet received official no- to the local population but have nonetheless banned fish-
Reaseguros, and Aurora Polar tice of a claim from Inespal and could only comment on the ing and navigation in the area

Ninety-six percent of the coverage written for Inespal IS basis of what he had read in the Spanish press From these On Dec 11, more than 200 containers of chemicals from the

reinsured by American International Underwriters, a unit of reports, he understood that Inespal intends to make a claim Cason's cargo washed up on the Galician coast during high
American International Group Inc, and by Lloyd's of Lon- on the tumutta popular clause in its catastrophe coverage tide Government officials decided to transport 255 chemical
don syndicates An AlU spokeswoman in New York could not for physical damage suffered at the San Ciprian plant Tu- containers from the Cape Finisterre area on the Atlantic

confirm details of the reinsurance multa popular is roughly equivalent to the civil commotion coast to Inespal's wharf at the San Cip]lnan plant on the Bay
Musini's retains only about 1 5% of the risk endorsement on property policies of Biscay coast The containers were then scheduled to be
In addition, Alcan obtained a separate $150 million pri- On the basis of evidence available to date, Mr Benelbas loaded Dec 15 onto another cargo ship bound for Holland
mary policy covering property damage and business inter- and other Spanish insurance observers do not view the work A spokesman for the Xunta de Galicia, the governing body
ruption in the international market for ItS 23 9% inter- stoppage at San Ciprian as a strike or civil commotion for the Galician region, could not clarify who made the deci-
est in Inespal through broker Marsh & MclLennan Inc , "At the moment, we consider that there could be no sion to transport the containers to the wharf and neither
according to Mr Mulas grounds for a claim,” said Mr Benelbas could spokesmen from Inespal or insurers involved
Inespal said an internal study estimates total losses, in- The Cason, which was carrying about 8,300 tons of di- The Xunta spokesman said the president of the autono-

cluding physical damage and business interruption, will be methyl isocyanate and cyclohexane, was en route from Rot- mous government had since ordered a study of the Cason
around 18 billion pesetas ($161 8 million) And, the Inespal terdam, Netherlands, to Shanghai, China, when it ran incident and ItS effects on the region, but ItS findings were
claim for business interruption alone will amount to about 10 aground off the coast near Cape F-nisterre-locally dubbed not yet available

billion pesetas ($89 9 million), according to an Inespal Costa de la Muerte (Coast of Death)-on Dec 5 Insurers involved said that to date there have been nc

spokesman in Madrid and Mr Mulas The next morning, part of ItS cargo of toxic chemicals ex- claims originating from the Galician region linked with the
Inespal also purchases catastrophe cover with state-owned ploded, resulting in the death by suffocation of 23 of the Cason explosions Sources also say there are no legal pro-

insurer Consorcio de Compensacion de Seguros, although de- Cason's 31-man Chinese crew ceedings under way against the Cason's owners

tails of the coverage were unavailable A second explosion occurred on Dec 10, causing panic The Cason's liability insurance is written by the London

Consorcio Director General Leon Benelbas explained that among the local population in the nearby ciastal towns of Steamship Owners Mutual Insurance Assn Ltd , a protection
the company, part of the Ministry of Economy and Finance in Corcubion and Cee Nearly 14,000 people fled the region, and Indemnity club, a spokesman for the club confirmed He
Madrid, primarily covers natural hazard risks, acts of terror- though most have since returned refused to comment on details of the policy or whether an3
ism and similar catastrophic events Policyholders pay a ca- The Cason is still stranded off Cape Finisterre, as weather claims have been filed

Insurance industry problems

New IIE chairman maps strategy i iieiin e can ao s a 105w combined rato, compares

heck of a lot ™ with a 125% combined ratio for the
By MEG FLETCHER gross premiums of $253 million in 1986 and $157 6 Mr Washburn suggested that, second insurer
million in the first seven months of 1987 (BI, Aug following the insurance crisis, pol- Furthermore, Mr Fergu son

CHICAGO-The new lllinois Insurance Exchange 31, 1987) Some 200 brokers place risks in 41 states icyholders realize how much they stressed, in 1990 there will be a
chairman wants to bolster awareness of the facility where the exchange is authorized to do business need insurers and are looking to dramatic change In the alternative
and make it a leading financial institution Mr Teach IS concerned aoout California regula- insurers for "new solutions minimum tax that will make it

"The lllinois Insurance Exchange's goal IS to be- tors' recent action to prohibit three IIE syndicates Tax reform much more onerous It IS prO-
come as important to the insur- from writing business in that state because of a fail- grammed to be at least 50% higher
ance industry and sophisticated ure to meet new state requirements (Bl, Nov 30, Proper pricing of property/ca- in 1990 than It IS today, and there
investors as other Chicago finan- 1987, Nov. 23, 1987) However, "we are taking the sualty insurance in the future, a are "some loose ends" in the word-
cial institutions like the Midwest necessary steps to communicate with California of- concern to most of the panelists, ing of the legislation that confuse
Stock Exchange and the Chicago ficials and ameliorate their concerns, which we feel will be complicated not only by experts who are trying to under-
Board Options Exchange are to are totally unjustified,” he said competitive forces but also by the stand It, Mr Ferguson noted
the investment community,"” says It is also important to differentiate the IIE from Tax Reform Act of 1986 "The industry must understand
Gordon L Teach the New Yoi k Insurance Exchange and the Insur- Tax reform the impact this should have on

Mr Teach was elected chair- ance Exchange of the Americas in Miami, which will have a pro- pricing,” said Mr Greenberg, re-
man last week to replace Bernard ./M.&,1/./.- have been plagued with problems, he said That can found effect,” ferring to the higher taxes prop-
E Epton, who died in December 1.-1 5 only be done by educating people, he added commented Mr erty/casualty insurers will now
(Bl, Dec 21, 1987). Mr. Teach Mr Teach IS a former member of the board of Ferguson of 1 pay He predicted that "when the

Mr. Teach is chairman of the governors of the Midwest Stock Exchange and for- General Re 9 F industry writes the check for taxes
lllinois Co Inc, a securities brokerage in Chicago mer chairman of the board of governors cf the Na- The property/ in April, that, more than anything,
He has been a member of the IIE board since Sep- tional Assn. of Security Dealers In addition, he casualty insur- 4.. - will have a sobering effect on pric-
tember 1986, representing the public at large. served as chairman of a Securities and Exchange ance business = ing '

The IIE, the sole U S insurance exchange that 15 Commission disclosure committee, president of the will pay an esti- "It is important that we educate
currently writing business, is positioned for growth Bond Club of Chicago, trustee of Resurrection mated $2 8 all of the public" about the impact
as the best-capitalized of the exchanges, Mr Teach Health Care Corp in Chicago and director of Land billion in taxes Mr. Ferguson of the new tax law on insurance
said, noting that the exchange last year beefed of Lincoln Savings & Loan Assn in Berwyn, Ill. in 1987 com- pricing, advised Hartford s Mr
up capital requirements for syndicates "His credentials should assist us with two of pared with a -- Thomas

"The challenge we face today is to continue our our most important purposes. attracting non-insur- $600 million tax .
balanced approach in the mix of reinsurance and ance capital and further setting of high standards credit in 1986, FASB Ruling 96
direct insurance underwriting, with emphasis on in regulating ourselves He will be able to guide us Mr Ferguson | L In addition to the tax law
the latter for slow, yet steady growth and profits,"” with valuable insight into the investmen: commu- noted However, 1 £ FA ChangeS the F|nanC|a| Accountlng
he said nity and the regulation of markets," said James W the effect of Board has issued a

The IIE consists of 13 active syndicates that wrote Skelton, IIE's president new tax law, ing, No 96, that will affect pub-

which among )VI e, licly traded insurance companies,
other things re- Mr Greenberg pointed out
quires property/ The ruling holds that although

casualty insur- Mr. Greenberg insurers must discount their loss
D© YO U G E]*5 76: E ES E ©©ZI PAN I ESY ers to discount reserves for tax purposes and pay

loss reserves, F TTIEs- T | taxes on that, insurers may not,

. . o/ Il S . :

Advanced Systems Applications Ensco The Peabody Group (Benetics) will vary enor- I, 1,%-llicd beqmnlng in 1989, t.akpf credlt_for

Californi ) . mously by com- 1 that prepaid tax on their financial
alifornia Interactive Computing Genelco RIMS d di k\ | stat t

C C Systems Insurance Software Packages SW Medical Data Systems g?ncya;she_gga /Ir;l -1 a sta en?l—?gt Eeans instead of a 34%

Digital Insurance Systems Corp Thomas Jacobs & Associates Synergy Health Systems characterlstics F w tax rate, the Industry will have

Dyer, Wells & Associates James Benefits Tillinghast and under- 1all something from 40% to 100%," de-

e sty esuls, L *a FASBTatEraeTs

YOU SHOULD BE INTIMATELY ACQUAINTED WITH AT LEAST ONE, BUT WHICH ONE??? j'may notearn the income on w

the return on Mr. Thomas you are currently being taxed," Mr
Each of these has appeared In this magazine In the past Bottom line message is that you should consider taking surplus from one Greenberg said
your group health and disability claims payment "in-house" utilizing their automated systems The technology is to six points, averaging in the two- As a result, insurers' financial
here, It Is thoroughly tested and thousands of employers no longer need The Blues, insurance companies or even to three-point range," Mr Fergu- statements prepared according to
TPRs to process their claims You need to investigate this latest and best strategy (although corporations have been son said

generally accepted accounting
In total, the property/casualty principles will show a higher tax
insurance industry will pay $12 5 rate and reduced reported income

self-administering their own plans for all the 36 years | have been in "Benefits")

BUT, WHO DO YOU TALK TO? CONSlDER, PLEASE.... billion to $15 billion in taxes over and reduced net worth
1 During 1986 and 1987 our technical people have crisscrossed the country many times determining the relative the next five years, about double "The FASB ruling is final, but
merits of the different systems available We know the system best able to handle your specific group or groups what the General Accounting Of- we should not take it lying down,
fice had predicted, he said advised Mr Ferguson of General

2 My 36 years in "Benefits," working with The Blues, over 40 different insurance carriers, and as the CEO of the very " R R .
It will affect all of us, but in Re An ad hoc group of 16 insurers

first (1959) TPA In the country, uniquel ualifies us to analyze the financials of your present situation and report to . . . R .
( ) Y auey g Y M P P very different ways depending on formed to fight the ruling is look-

you the specific dollar advantages of this system as well as all the superb administrative flexibility and enhanced

. " X X
employee appreciation of your company as the REAL provider of benefits to your employees and their famil es our bUSIn?SS’ Mr Ferguson said . ing for more .Squort from other
According to a study by the Na- insurers, he said
3 IT DOESN'T COST A FARTHING (nor a whole lot of your time) for us to prepare a preliminary report roughly tional Council on Compensation Insurers have interested U S
comparing where you are and where this strategy can take you, including specific dollar analysis Send us your Insurance, the new tax law will af- senators in the issue, Mr Green-
business card or a brief note or even call us (we will probably be out of the office, but we'll get right back to you) feet insurer profits and, thus, pric- berg said "Congress never antici-
4 Any steps along the way after you decide on going further into the idea are nearly all GUARANTEED by the vendor ing, he said pated insurers paying a higher tax
providing the system or by us to the degree we provide continuing service Can we talk? Two examples from the study rate It's a serious issue and greatly
dramatically illustrate his point misunderstood "
Carmon E Cobe, President Between two different workers The Securities and Exchange
©@be I meneflt S Stems BnC compensation in_surers, tf_1e new tax _Commission may ste_p in and alh.ow
y ’ - law would require one insurer to insurers to report discounted in-
6780 Dublin Road 26201 Hickmy Blvd. raise rates 2 31% to maintain the come in their income statements to
Dublin, OH 43017 or Bonita Spnngs, FL 33923 same profit while another would solve the problem, Mr Greenberg
(614) 766-9141 (813) 947-5200 have to raise rates 18% The first speculated

insurer's claims were paid more Continued on next page



Business Insurance, January 18, 1988 / 25

Continued fromprevious page Something will be there laws basically require insurers to creasingly are suing insurers for in the fund While participation in
"That would be, to some of us, Responding to suggestions that treat all policyholders the same coverage for pollution losses, in- the fund would be voluntary, those
the wrong approach," Mr Green- non-insurance company owners of when rating their business There- cluding naming as defendants in- that contribute would receive a
berg said, "because that would un- insolvent insurance companies fore, an insurer that gives a huge surers that provided coverage over limit on their liability
dermine what little discipline this should have to pay, Mr Washburn price reduction to one policyholder periods of decades "The time to do it is now, before
,ndustry has shown in under- commented, "We would like to but not to another similar policy- "If cases currently in litigation we start losing some of these cases
writing and provide a false sense of pierce the corporate veil " holder could be found to have un- go the wrong way, It would present Then It IS gOIng to be too late," Mr
security " fairly discriminated in its rating the industry with a potential bill Thomas said at the meeting
Forcing insurers to discount loss practices that would wipe out the surplus of
reserves for tax purposes never Mr Ferguson of General Re em- Mr Greenberg responded the industry,” said Mr Greenberg,
:hould have occurred, Mr Green- phasized the importance of pre- "Those laws have been on the referring to court cases brought by The loss of commercial insurance
berg said, adding he believes the venting insolvencies and cited books for a long time How many policyholders demanding coverage premiums to al-

Solvency regulation
Alternative markets

issue should be revisited some suggestions of William M regulators have used them?" from many p0||C|eS written over ternative insur- | ,
Guaranty funds McCormick, president of _Fireman's "After the last cycle, we will see many years for pollution liabilities ance facilities 1
Fund Insurance Cos in Novato, a lot of regulators reading their levied now and self-insur-
Insurance company panelists Calif,to improve industry ac- own laws and dusting them off and The Superfund legislation should ance also con-
also expressed concern about the counting practices and regulation looking at them with different have provided that pollution cerned several WIT*1 ' 1
rising cost of guaranty fund assess- Mr McCormick has called for in- glasses,” Ms Gillespie replied cleanup costs be borne by a tax on panelists
ments, created by the increasing surers to mark the value of their However, Mr Washburn ob- everybody, Mr Greenberg said "When clients' A,,.&
number of insolvencies of large bonds to market value, mandating ser,ed that regulators do not hear "It is the mal]or issue,"” agreed needs and prob-
commercial insurers certification of loss reserves and complaints from policyholders Mr Thomas, the new chairman of lems can’'t be i -h
The insolvency of five insurers other accounting changes and en- about low rates the AIA "The attem pt to win all solved th rough
between 1978 and 1986 generated couraging regulators to take tough Ms Gillespie suggested "Maybe the battles in the courts will have the conventional Mr. Hatcher
one-third of the $1 2 billion in as- action against financially troubled that's something that should be at best limited success " mechanisms,
sessments levied against insurers insurers (Bl, Nov 2,1987, Oct 12, considered nationwide the Cali- He suggested that a "pay-as- they have become ever more will-
by guaranty funds since they were 1987) fornia system of examination We you-go plan" has to be developed ing to accept larger amounts of
created in 1969 (BI, Aug 3, 1987) "l welcome anything that would don't just look at the financials but His proposal, as described to risk themselves, whether in the
Guaranty funds pay claims bring home to on a regular business we look at Busmess Insurance after the panel, form of self-retentions, higher de-
against insolvent licensed insurers management the rating " would involve the creation of a ductibles, captives, reciprocals or
by assessing other licensed insur- - i when they are Pollution liability fund to quickly pay for Superfund whatever it may be," observed
srs il=lifyl11 on a slippery clean-ups, environmental liability J&H's Mr Hatcher
Hartford's Mr Thomas pointed slope," com- Potentially the most devastating property damage and bodily inJury These alternative facilities are
to the demand by Raymark Corp mented Mr future problem for the property/ claims Insurers, excess insurers, slicing off "too much" of the pre-
[or payment of 30,000 claims by I-.1ll 1.1. Greenberg casualty insurance business 15 lia- reinsurers, those deemed responsi- mium that ought to be in conven-
the Connecticut Insurance Guar- 1,1 "The NAIC is bility for pollution losses, several ble under Superfund and the fed- tional markets, he said
anty Assn after its insurer, Transit i keying in a lot panelists said Policyholders in- eral government would participate Contznued on page 27
Casualty Co , became insolvent more on sol-
(BIl, Aug 4, 1986) And claims a vency,” Mr
piling up at the rate of 1,000 Mr. Washburn Washburn
month, he added added - -
"Should sophisticated insureds .dial:lA Ms Gillespie
be granted the protection of this —fF < —=alifcorrmi= S t B e ‘ a l l S e I I fe
Law?" he asked suggested that
An insurance company writing in regulating in-
premiums four times its capital surers for sol-
and surplus can be hit with guar- vency, insurance = =
departments’
rate regulators
Thomas pointed out i and financial di-
"We should prefund/" Mr visions mneed to
Thomas advised, meaning insurers Ms. Gillespie be more closely

would be assessed a certain aligned '
amount of money to build up guar- "We have to try to Instill disci- O e S I l e a I l
anty funds, instead of assessed as pline-to put molasses in the

needed to pay claims Only New gears," she said
York has a pre-assessnnent guar- Since 1985, the California de-

a]ZCMenberg predicted that the oroireextamisnationsmof msurimce R i S k ermen t

1987 cost of guaranty fund assess- companies, including examining
ments will be about $2 billion their rating practices

He also questioned whether In comments to the press follow-
commercial insurance should be ing the panel discussion, Ms Gille-
ca;Untbd15211LLYpltmenht suiree;tlibe ttluntdstoon inlt S I l O u I d AN\
imposed by guaranty funds has not will be based primarily on lack of
protected guaranty funds from documentation for rating decl-

large liabilities incurred when a sions, she said Risk management can be a And with its sound approaCh’
commercial insurer becomes INS01- The California department con- real game of chance. Handle 64'Ni {19*1, you're assured of accurate
: irpo m.. . .
vent, he added siders documentation for rating all the calculations on com- P analyses in a fraction of the
The caps, which generally limit a decisions to be very important be- pany loss and exposure by time it would take to calculate
guaranty fund pay.out to $50,0F)O to cause "lack of documentation hap- hand and you waste time. * by hand-ora fraction of the
$500,000 per claim, depending on pens to a company on the way Rely on an outside source for cost it would take to have the
the state, protect the funds from down," Mr Gillespie said, speak- R K d tsid
paying large individual claims ing generally anaIySIS an_d you lose COHFFO'. weor one outside.
filed by commercial insurers But, However, Ms Gillespie spoke The National Underwriter EE51!111_h li,.,i" ---m Try RiskMap Risk Financ-
they do not protect the funds from against flex rating, under which a Company has a risk-free ing for only $1995, Loss Fore-
bei del d by th d f state i d rt t - H H
ror commarcio clmma e S o bt answer. Tra/ RiskMap-your castingfor$1495, orsaveb
quires prior approval betore per- software guide to handling ordering both for only $2995.
Mr Greenberg contended that mitting an insurer to lower or raise . . . . .
s - N Risk Financing and Loss Forecasting func- Send fora free brochure by completing the
the guaranty fund system leads to rates within a certain band "Flex ) X
price instability and churns the rating is a mirage It sounds won- tions yourself. Developed by Alan Cantor, an coupon below or callingus toll-free at 1-800-
marketplace "Why should you derful, but it puts government in a expert in risk management systems, each 543-0874 (in OhiO, 513-721—2140).
have to lose your business to some- pombon It doesn't have the smarts RiskMap program is well-documented and Ortake a closer look with our demonstra-
body at cut rates and have to pay to do " easy to use. Even those who aren't familiar tion system. The system is available on a 30-
fi that ivil ?" h ked Mr Washb ted that h - . . . . .
or that privilege «* he aske r vvashburn noted that he op with standard spreadsheet programs can be day trial basis for $45, which can be applied
"That's inconsistent with our eco- posed the introduction of flex rat- i ) . . .
nomic beliefs in this country ing in lllinois, where the depart- up and running in an hour. RiskMap takes the to the purchase price. Mailin the coupon and
Mr Washburn of lllinois re- ment does not regulate rates mystery out of some very complexprocesses. take control of your risk today.
sponded that regulators are willing Mr Washburn asked if the insur-
to look at the guaranty fund system ers had noticed any difference in * 1 . =] . P
mplete the infomiatiOn w
to consider whether all commmercial competition in states with flex rat- IN[ me mom abOUt RISkMa” ease co p ete € o a O de
insurance buyers should be co- ing compared with states that do Send meabrochure.
vered and how It might be possible not . : Name
i i i . . ) " Send me the RiskMa demonstrahon_s')(/stem.
to pierce the corporate veil to re- I don't notice any difference, Check one: O 51/4" disk O 316" dis

Organization
cover funds from non-insurance answered Mr Greenberg "Flex

Enclose your check or money order for $45 (residents of
CA, DC, FL, GA, IL, NJ, NY, OH and Bl add theappro-

priate state sales tax) and sign the confidentiatty agree- City State ziIP
ment below.

company owners of insolvent in- rating was a political decision It
surers was really saying to the buyer of
However, he advised insurers, insurance, 'We are going to control

StreetAddress

"you are like banks in the fi(luci- rates on the upside ' But how many

ary capacity in which you take regulators have complained about | agreetokeepall RiskMapmaterial strictlyconfidential Business Phone

money It's part of the obligation rates being too low?" The material.will pe used for internal review purposes Return thiscoupon (and yourcheck tf you'reordenng a demon-
X . i A : only. Nocopieswillbemade, and | agreetoreturn all stratton system)to The NattonalUnderwnterCompany, 420 E

you get when you get into this Ms Gillespie quickly spoke up materials within 30 days. 4th St., Cincinnah, Oll 45202

business Policymakers will not ' You know how we are going to do

allow policyholders to be left hold- it-and how we are determined we RI S KMAP

ing the bag for insolvent insurers " are going to do it-to you on the Signature Date

Ms Giillespie of California way down? There IS a good way of
added "If you don't have guaranty doing it It is called 'unfair dis-
funds, you are going to have some- crimination' and that's how it's
thing else Let's not think that done "
guaranty funds will go away Unfair discrimination in rating

NATIONAL Systemrewements IBM PC, XT, AT, PSmorcompatlue, mininwn384K RAP, twofloppy — -

UNDERWRITER drnes(orone floppyphisharddisk),monochromeorcolormorutoridot maknxorlaserpnnter
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The professional marketplace

RATES AND CLOSING TIME:

Rates: Display dass#d Ls $92.75 per column inch. minimum of one mch. Stmight class#d is Closmg: Published every Monday Copy must in typewntten form by noon Tuesday, 6
$750 per hne, minimum of 5 lines Count 34 ch=racters per line (indude mch space and days preceding publishing da'e No verbal phone copy accepted Prepayment required for
punctuation as a clmracter) Additional $15.00 charge jor all blind box mis Only those reponses straight advertisements Mail ads to Margaret Hikido, Class*ed Advertising, 740 N Rush
which /,t into a business stze envelope will be fowardea Responses are fewarded daily St Chicago. IL 60611 For more mformation call 312-649-5340

WANTED BUSINESS OPPORTUNITIES

ACCOUNT EXCUTIVE CALIFORNIA
HMO

LICENSE

Business Insurance

EMPLOYEE
Industrial commercial property
casualty insurer seeks expert- BENEFITS MANAGER

enced Account Executives to Very successful agency situated in
handle FORTUNE 1000 NA-
TIONAL ACCOUNTS in the
Toronto, Boston, New York/
Jers, Cleveland, Atlanta, Chi-
cago, Dallas and L A mar- professional integrity and proven
kets Must have current re- experience can lead to
lated successful sales $100,000+ incentive opportu

. . -
WANTED INSURANCE PRODUCTS PROGRAM BUSINESS Circulation Breakdown

New England's fittest wholesale bro- Brokers and Agents looking for an in-
FOR SALE kerage firm is looking for new markets/ surance company to support their pro-
Box 2369 H 1 1
Business Insurance R R A S Es g M P Srer Aa! BL2Rsosiafion, should 698178 %"ét Administrative
740 Rush St Vermont - Market your products Chlcago IL 60611 We are a firm sp

Chicago, IL 60611-2590 ihrough New England Excess Ex- cializing in program placement, devel CEO‘S Presidents and Owners 2.570
’ change, Ltd - Ralf H Schaarschmidt, opment and confrol Vice Presidents, General Managers
President We welcome your inquiries - and Other Administrative Personnel
you will be pleased with our profes-
sionahsm' P O Box 736, Montpeller,
Vermont 05602, Tel (802) 229-5066, VT
WATS 1-800-232-6333, ME, NH WATS 1-

Commercial Consumers

one of America's greatest south-
eastern cities looking for superb

talent and leadership Initiative,

3,210
SURPLUS LINES CO S

RETAIL TRUCK AND/OR MGA'S

Financial

expenence
$50-70,000 SALARY +

$10,000 GAUR. DRAW +
COMM. TO $50,000 +

nity Send complete data to
Box 2373, Business Insurance

740 Rush St
Chicago, IL 60611-2590
JR. ACCT. EXECUTIVE
POSITIONS ALSO AVAILABLE
$35-50,000 SALARY +

MARKETING MGR
OPPORTUNITIES IN CHICAGO
AND SAN FRAN
$35-50,000 SALARY +

P & C PRODUCER
OPPORTUNITIES

Expansion plans of national &

Co Car Expenses, Benefits regional brokerages (NY, CT, NJ,
All Relocation Expenses paid
Call Confidentially for immediate
local interview

PA) create need for professional,

experienced, energetic pro-

312-790-4545 ducers To explore V our career

Joe Ross or Charles Chase options, please contact

Carolyn Davis Associates, Inc.

Bl Classifieds 701 Westchester Ave.
Suite 308W

assure White Plains, NY 10604

top quality results! (914) 682-7040

il
NATIONAL
ACCOUNTS

CASUALTY UNDERWRITERS

Are You Ready For National Exposure?
Capable Of Handling More Authority
And Responsibility?

Are You Up To The Challenge?

If you have large account casualty underwriting expe-
rience, you could move into the National Accounts
Division of a dynamic company that's embarking on a
bold course toward profitable growth We're NORTHBROOK
PROPERTY & CASUALTY, a company owned by ALLSTATE
INSURANCE COMPANY, a member of the Sears Financial
Network Our casualty underwriting and marketing
departments work with independent agents and brokers
to produce and underwrite accounts nationwide

working out of our northwest suburban Chicago loca-
hon, you'll have final authority over a $100 million
nationwide book of business To qualify, you'll need

« Disciplined underwriting approach

« At least 6 years casualty underwriting expe-
rtence involving Workers' Compensation,
General Liability and Auto, which includes
at least 2 years handling large accounts

* Rfcenixpeileanncneithr:wli-ni retros and

loss rating preferred

Northbrook also provides continuing training programs
to support your career growth into advanced technical
or management positions In addition, you'll receive an
outstanding benefits package including Group Life/
Medical, Dental, Profit Sharing, Pension Plan, Sears
Discount and much more including van pools Relocation
assistance may be available Find out more Call today,
or send your resume to FRANK COOPER, Human
Resources, (312) 551-2406.

NORTHBROOK
IEESIN PROPERTY & CASUALTY »L_,

INSURANCE COMPANY LL_L«

Allstate Commercial Plaza

51 W Higgins Road, South Barnngton, IL 60010

We are on equoi opportur*ly employer
(@) and we encouroge women ond minon lies to app/y

lillih

PRODUCERS
WANTED
Cue to program expansi(_:n, we
a-€ currently seeking expert- CAROLYN I)AVIS
enced, licensed, retail truck
producers to represent finan-
cia ly strong insurance camers
for primary liability. physi- .
cal damage and cargo in Staffing Consultants to

mc,st U S States

FAX (802) 229-4935

ASSOCIATES, INC

Please reply to

Box 2356 701 Westchester Avenue

Suite 308 W
White Plains. NY 10604
(914) 682-7040

Business Insurance
740 Rush St.
Chicago. IL 60611-2590

BUSINESS DEVELOPMENT &
CLIENT SERVICE PROFESSIONALS

Major Central Ohio Insurance Broker has begun to search for candidates
10 fill several key career positions If you are presently engaged in these

activities at an agent or broker and are reedy for a rewarding new | Marketplace

ctallenge, contact us i tial Inter-

view Please write
CORROON & BLACK OF OHIO, INC
Attn Personnel Manager
P O Box 02400
Columbus, OH 43202
1-800-221-5445
1-800-282-1060 in Ohio

mediately to arrange a brt:

An Equal Opportunity Employer

800-548-4301, Telex TWX 5101006527Pi<=&y0u interested in expandin

int . . . . .

cquiring an aggressive, fhodest Chief Financial Officers and Vice-
st,e, efficient wholesale operation with presidents 01 Finance 2,787
existing book & markets & producer
followingi Would expect addition at
capital for expansion & additional and other Financial Personnel 5,600
markets to inciease writings Reply to
Box 2375, Business insurance, 740
Rush St, Chicago, IL 60611-2590

Secretaries, Treasurers. controllers

Risk/Employee Benefits
Vice-presidents, directors, manag-
ers, and other related department

personnel Of insurance, risk, em
SOUTHWEST OPPORTUNITY

the Insurance Industry Large International brokerage/consult. Ployee benefits, personnel, com

ing firm m Phoenix, AriZona, has open- pensation, pensmn safety, security,
ing for P&C producer Minimum of J
years iNnsurance sales experience and
proven record Salary commensurate sources and employee/labor rela-

with experience and sales objectives lions
Excellent benefits EOE Send resume

industrial relations, human re

9,701

Sub-total 23,868

and details to Office of the President,
P O Box 22300, Tempe, Arizona 85282

Associations 500

Government, Unions and Educa-

tional Institutions 214
Th e Commercial Consumers
Sub-total 25,282
Professional

Insurance Agents and Brokers 10,858
Insurance Companies 7.140
Financial Institutions 989

Actuaries, Attorneys, Adjusters, Ap

TARG ETS praisers and Consultants 4,617
Others Allied to the Field 1,792
TOTAL 49,689
your BEST
Source Business/Occupational
J O B breakdown of qualified circulation,
May 25,1987 issue, as submitted to
Candidates BPA for June 1987 BPA Publisher's

Statement

ACCOUNT EXECUTIVE

1. our SAKESISALES MANAGEMENT,QBPQRTUNITIES, ARTEX Insurance Agency, a subsidiary of Amencan Contractors

herages, are seeking proven and stable production account executives and
sales management personnel We currently have listings across the United
States m Chicago, San Francisco, Los Angeles, Nebraska, Florida, Colorado,
Mississippi, North/South Carolina, Atlanta, Maine, New York, Connecticut, Dal
las, Houston, and Ohio, to mention a few metropolitan locations Must possess
successful track record in the development of commercial P&C business with
existing P&C agency experience preferred A successful sales record with any
of the DIRECT WRITING COMPANIES will draw interest in today's market
Starting salaries will range from $50,000 to $100,000 potential, plus car,
expenses, and bonus incentives
GILBERT - HAFNER & CO
Insurance Staffing Consultants
6060 N Central #470, Dallas, TX 75206, (214) 361-9341

SAFETY DIRECTOR

Well-established, successful. privately owned corporation in
Wichita, Kansas has a challenging caree- employment opportunity
available The corporation is Involved in paving construction,
manufacturing and trucking

The successful applicant for this position will have at least 2-4
yearsof direct safety responsibilities in pavingconstruction andEr
manufacturing environment College degree preferred and train-
Ing experience a plus.

This Isa newposition within the corporation Thisposition will
have responsibility for the corporatesafetyprogram which includes
opportunities for additional development and implementation

This is a salaried position with an excellent benefit package. Inter-

ested applicants desiring confidential consideration should send
their resume and salary requirements tc

Personnel DirecMr

Ritchie
As Corporation

PO. Box 8901
Wichita, 115 67208

An equal Opportunity Employer M/r t

Insurance Group, is Seeking candidates for an Account Executive
position in our Dallas office This growth position will be respon-
sit)le for services provided to our national construction clients,

with emphasis on risk management Candidates should possess
construction risk management experience or large construction
risks account executive experience
Competitive compensation package and excellent growth oppor-
tunities Reply m confidence to

Dave Nichols

ARTEX Insurnace Agency, Inc.
12222 Merit Drive, Suite 1660
Dallas, TX 75251
214/702-9004

Insurance

WORKERS-
COMPENSATION
CLAIMS EXAMINER

United Airlines has an opening in our San Francisco
offices for an experienced WORKERS' COMPENSATION
CLAIMS EXAMINER

You will coordinate the investigation, evaluation and re-
solution of workers' compensation claims filed by em-
ployees, conduct settlement negotiations for all disputed
claims, assist legal counsel in defense preparation, and
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Higher taxes to hurt insurers: McNamara

By KATHRYN J. McINTYRE In addition, insurers primarily writing commercial liability increase insurers' taxes (Bl, Jan 4)
insurance will find their return on statutory surplus reduced ISO originally had prolected that the combined ratios for
NEW YORK-Property/casualty insurers will pay $6 by almost four points to 65% in each of the next two years, three long-tail commercial lines of insurance would have to
billion more in taxes in the next two years than they would Mr MeNamara said "That 65% return on statutory surplus, be significantly lower Just to produce the same aftertax
have before tax reform, according to the Insurance Ser- which is less than the current 7% return on 12-month Trea- earnings
vices Office Inc sury bills, must give investors and insurers pause in commit-
And, the largest increase in taxes will fall on the largest ting capital to the commercial liability lines of insurance " several weeks, predicts that the property/casualty insurance
writers of commercial liability insurance, ISO says Furthermore, the loss reserve-to-surplus ratio for these Industry will pay almost $3 billion in federal income taxes in
Some insurers with poor underwriting results may even be commercial liability insurance underwriters increases to 4 8- 1987, even with the partial offset resulting from the new tax
driven into bankruptcy, according to ISO to-1 in 1989, compared with a much more law's "fresh start" provision That provision says that the
The reduction in surplus growth and lower return on statu- acceptable 2 5-to-1 for the overall 1ndus- Initial difference between reserves already existing at the
tory surplus as a result of the new taxes, however, are not \N/.... try end of 1986 and the newly discounted value of those reserves
fully anticipated by property/casualty insurers, according to Overall, the property/casualty insurance at the beginning of 1987-when the law took effect-will not
the retiring president of ISO I industry's profits will be hard hit by the be included in taxable income
But when insurers realize the impact, some may leave the new tax law, according to ISO "This $3 billion tax bill, coupled with the $6 billion indus-
less profitable lines and create new insurance availability "Return on statutory surplus will be re- try tax bill over the next two years, indicates that our indus-
problems, warned outgoing ISO President Daniel MeNa- ...6,7W...... duced from the 115% It would have been try will pay $9 billion in the three-year period," Mr MeNa-
nnara 1 in 1988 under the old tax law and the 9 5% mara reported
The alternative is to increase the price of insurance, partic- in 1989 by more than two points in each
ularly liability insurance, he advised ar--1 year,"Mr MeNamara said additional tax burden imposed on the industry over five
"The new tax law will cut the growth of Industry surplus Mr. MGNamara While the property/casualty insurance years would be $7 5 billion "
by one-third, or $6 billion, from the growth we could have industry is enloying its third consecutive Mr MeNamara, who during his 17 years as the first and
expected without the new tax law," Mr MeNamara said last year of financial recovery, "ISO is concerned that in this only president of ISO has warned the insurance industry
week at the Joint Industry Conference in New York euphoric period some insurers in their pricing strategies are about unsound pricing trends, said "Our concern is that all
"That $6 billion reduction in surplus growth would put overlooking-r underestimating-the adverse impact that insurers will really feel the tax law's adverse effects at the

statutory surplus at $109 billion at the end of 1989," he re- the 1986 Tax Reform Act will have have on their earnings,” very time that more aggressive-and some would say un-
ported Mr MeNamara said

The new ISO study, which will be published in the next

"The General Accounting Office had estimated that the

sound-pricing practices will again be pervasive

The 153 insurer groups with 70% or more of their premium "ISO is also concerned that many Insurance interests are Mr MeNamara drove the point home "And, unlike the old

in commercial liability lines will lose 43% of the growth in not yet fully aware of the dislocations this new law will cause tax law, the new tax law, because of the discounting of loss

statutory surplus they could have anticipated by year-end throughout the marketplace "
1989, Mr MeNamara said

reserves, particularly penalizes insurers with adverse under-

The new tax law requires insurers to discount their loss writing results-those least capable of bearing any addi-

The amount of surplus determmes how much in premiums reserves for tax purposes It also sublects insurers to alterna- tional financial burden "

an insurer can underwrite

Insurance industry problems

Continued from page 25 vides consumers who have complaints about
When clients turn to alternative mecha- insurers receives "an average of 15,000 calls
nisms, "the cause is usually unavailability a month from your customers who are not
of cover, not price," Mr Hatcher said happy.," she reported
Mr Greenberg disagreed "There's always And, there are seven insurance-related in-
been a number within the American indus- itiatives heading for the ballot in the fall m
trial community who want to pursue an al- California, she noted (see story, page 13)
ternative method of risk transfer and there Four of the initiatives deal with insurance
always will be It's not true a number have rates across the board, seeking various re-
formed these because of unavallability Price ductions, and three seek to solve the problem
has been a moving factor in many classes " of the high cost of automobile insurance,
Estimating that 25% of the commercial particularly in Los Angeles
market is involved in alternative risk fund- The high cost of auto insurance is cur-
ing facilities, Mr Greenberg also noted that rently the focal point of a consumer revolt in
two large losses recently-ne of the largest California, she said A driver with a good
property insurance losses in history, at a Ce- record in the inner city pays about $3,000
lanese Corp plant in Pampa, Texas, and the annually for auto insurance, which is re-
Ashland Oil Co oil spill near Pittsburgh- quired by the state
will be paid by alternative facilities However, business leaders, who have tra-
Hopewell International Insurance Ltd in ditionally been supporters of insurance com-
Bermuda, the giant property insurance pool, panies, "have just been made very angry be-
insured the Celanese plant (Bl, Dec 28, cause they still remember what happened to
1987) Oil Insurance Ltd a Bermuda-based them two and three years ago" when rates
captive, and sister company OIL Casualty were hiked and some insurance was not
Insurance Co Ltd of Bermuda, insured Ash- available
land (BI, Jan 11) "The Legislature has until March to come
Responding to Mr Greenberg, Mr Hatcher up with solutions that might-might-make
said "Maybe | should have said unavailabi- the initiatives go away,"” Ms Gillespie said
lity of comparable or competitive terms and She noted that she IS analyzing the initia-
cover" is the driving force behind the forma- tive proposals now, which total some 200
tion of alternative funding facilities pages And, each voter in California will re-
Client relationships c?ive copies of the initiatives, she said, ad-
ding "We can all guess how many voters are
Ms Gillespie advised insurers that they going to read 200 pages on insurance "
need to improve their relationships with
their customers

Ms Gillespie invited insurers to spend a
day with the department's consumer division
The toll-free number the department pro- listening to calls to its toll-free number |

tive minimum tax and Includes other provisions that will

Continued on next page

Marcon named ISO chief

NEW YORK-Fred R Marcon 15 the operating officer in July 1983

new president of the Insurance Services

Mr Marcon holds a bachelor of science

Office Inc, the property/casualty insur- degree in business and economics from
ance industry's statistical, policy and ra- the lllinois Institute of Technology in

temaking organization.

Mr Marcon, formerly senior executive

vp and chief operating
officer of ISO, succeeds
Daniel J MeNamara,
who will take early re-
tirement March 1 after
serving as ISO's presi-
dent since its inception
m 1971.

Mr Marcon, who has -,

been with ISO since

1975 in various posi-
tions, assumed his new

duties last week

Chicago.

ISO employs 2,700 people to serve its
1,300 property/casualty msurance com-
pany members Among them are 500 data

= F
processing employees, 800 field rating
representatives and more than 200 actu-
arial staffers
The tributes to Mr MeNamara were nu-
x I merous
t One of the most eloquent was that of

\4 Roger W Gilbert, president of Great
American-West Inc and outgoing chair-
man of ISO

Mr. Marcon "In the 17 years as ISO's president, Dan

has contributed more to our business than

Mr Marcon began his career in 1959 any other single person | know," he said

with the Cook County Inspection Bureau "He has been a voice of reason during our
in lllinois, and in 1968 became manager industry's crises Many of us should have

of that organization's successor, the llli- listened more carefully to his sound ad-
nois Inspection & Rating Bureau vice
In 1972, Mr Marcon became manager of "His leadership of ISO has mitigated
the Insurance Services Office of lllinois, and/or avoided crises and potential
the successor to the lllinois Inspection & crises And he has built a legacy for our
Rating Bureau In 1975, he was named business-an ISO that IS strong, sound,
ISO's Midwestern regional vp, and in professional and cost-effective "

1977, he was named vp-government and The new chairman of ISO 15 Dale R
industry relations in the New York home Comey, executive vp-property/casualty
office of ISO Later he was named execu- operations for Hartford Insurance Group
tive vp, then senior executive vp and chief
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New taxes

Continued from previous page

Emphasizing how much more insurers will pay in
taxes-instead of adding to surplus-Mr. MeNamara
noted: "Until Jan. 1, 1987, our industry operated under
a statutory accounting tax formula that had not signi-
ficantly changed for 25 years. ' Tax credits of $7.1
billion in seven of those years almost offset the $7.2
billion in taxes paid the other 18'years.

"All is now different,” Mr. MeNamara warned.

"The new tax law will have a negative impact on
virtually every insurer's surplus and profitability."

And, non-insurer conglomerates owning insurance
companies, which once enjoyed tax benefits, will dis-
cover the rules have changed for them, too.

These insurers will find that the new tax law will cut
growth in statutory surplus by 34% and will reduce
return on statutory surplus by three points for each of
the next two years, he said.

"Under the new tax law, conglomerate-owned insur-
ers, instead of generating tax losses that shelter some
of their parent's taxable income, will become taxpay-
ers themselves," Mr. MeNamara said.

These insurers write 15% of the industry's aggregate
premium volume, he pointed out

Furthermore, "the new tax law will have a striking
effect on the dynamics of reinsurance," according to

Mr. MeNamara. "Contrary to tax and sta.utory ac-
counting procedures before Jan. 1, 1987, :he use of
reinsurance under the new law will transfer some of
the tax burden from the ceding insurer to the reinsurer
-and make it much harder for both parties to deter-
mine the aftertax cost of reinsurance transactions.”

Nevertheless, "the potentially sobering marketplace
dislocations of the tax act do not yet seem to be
fully comprehended,”

"Some insurers will experience capital shortages,"”
he predicted. "Lower returns will make attempts to
raise new capital difficult and more expensive.

"The tax law's varying impact by product will cause
some insurers to shift their capital to new target
markets and disinvest in other markets,” Mr. McNa-
mara predicted. "Some buyers will face new availabil-
ity problems. State guaranty funds will see new activ-
ity as the increased tax burden takes its toll."

As a result, "the effectiveness of state insurance reg-
ulation will be subject to increased attack," he added.

said Mr. McNamara.

Mr. MeNamara urged insurers to take quiek action.

"Individual insurers will need to promptly integrate
the effect of this new tax law into their individ-
ual pricing and investment strategies and not operate
under the illusion that this law will not affect them,"
he warned. "No one should be complacent or reckless
because our industry is now briefly enjoying a return
to profitability after many lean years.” "
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Insurers start campaign
to tackle pricing, image

By KATHRYN J. McINTYRE

NEW YORK-More forcefully
than ever, insurance industry lead-
ers are calling for providing con-
sumers with stability in insurance
prices and improving the public
image of the insurance business.

Every executive of the three in-
surance associations that held
their annual meetings last week in
New York in conjunction with the
Joint Industry Conference either
called for insurers to stabilize their
prices or to work to improve insur-
ers' image with the public-or
both.

Daniel J. MeNamara, the retiring
president of the Insurance Services
Office Inc., said in his swan song to
the industry: "Today, our business
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faces skepticism from the custom-
ers it serves, the investors and
marketing forces it needs and the
public policymakers it must ac-
count to. This crisis of confidence
in our business will not be per-
manently improved until insurers
resolve to maintain consistently
stable markets through responsible
pricing programs.”

Insurers also must succeed in
their efforts to "curb some ex-
cesses of our civil justice system
and rebut the renewed attacks on
cost-based pricing by some state

insurance regulatory authorities,”
he added.

Conceding that insurers' "com-
petitive, fragmented structure in-
evitably produces cycles and vola-
tile earnings,” Mr. MeNamara
warned that "broad industry fail-
ure -to exercise pricing discipline
only encourages further govern-
mental intrusion into our business
and further business loss to alter-
native mechanisms" (see story,
page 27).

Outgoing ISO Chairman Roger
W. Gilbert, who is president of
Great American-West Inc., ob-
served: "The public and public po-
licymakers became frustrated, dis-
trustful and downright unfriendly
after insurers moved swiftly to
prevent, or avert, financial disaster
by raising prices and tightening
risk selection criteria over the past
three years.

"Events, rather than words, are
more likely to leave an impact on
people. Therefore, the facts of
higher prices and the unavailabi-
lity of insurance certainly had an
impact on people, far more of an
impact than the words we offered,
sometimes belatedly, in explana-
tion."

Insurers, however, were not en-
tirely to blame for the problems

creating the last tight market, Mr.
Gilbert stressed.

"Insurers didn't set interest

rates, which rose to their highest
level in 100 years, then plummeted
and stabilized. Plaintiffs' lawyers,
not insurers, convinced courts that
new and expanded theories of lia-
bility were valid, escalating law-
suits, judgments and settlements.
Courts, not insurers, expanded in-
surance contracts, which was never
intended and premiums were never
charged for. Each of those develop-
ments played a major contributory
role in destabilizing the insurance
market," he explained.

Nonetheless, insurers are re-
sponsible for their public image,
Mr. Gilbert said. He suggested that
insurers could improve that image
by also improving:

» Long-term planning.

"Short-term goals are often set
without a full appreciation of what
achieving those goals implies for
risk selection, pricing, compro-
mises in strategic objectives or re-
lations with producers and policy-
holders,"” Mr. Gilbert said.

- Pricing practices.

"Individual insurers need to de-
velop and implement pricing
models which ensure that the
prices they charge are compatible
with the company's long-term ob-
jectives, are in tune with the mar-

ket and will produce a decent rate
of return over time.”

- Professionalism.

"Insurers particularly need to
develop an even higher degree of
professionalism among their un-
derwriting and claims people.”

- Communication.

"We must continually and effec-
tively communicate the reasons for
our pricing, underwriting and
claims philosophy, procedures and
decisions to our own employees as
well as our customers, producers
and the public at large.”

Continued on next page



Continued from prevtous page

O Commitment

"Insurers must avoid 'overcommitting' to
our customers or the public at large Once
commitments are made, we must deliver "

Edward H Budd, outgoing chairman of the
American Insurance Assn and chairman and
chief executive officer of the Travelers Corp,
was equally forceful in stating his concern
about insurers' Image

"Nationwide, the public does not understand
how important It IS to have strong, solvent in-
surers as opposed to just competitive rates We
fare little better among political and policy-
making audiences," he said

To educate consumers and policymakers
about insurance functions and insurance ec-
onomics, Mr Budd called on insurers to

« Work together aggressively to be heard by
legislators and their staffs, other interest
groups and the public at large, both directly
and through the media

This effort should Include developing bet-
ter lobbyists, mobilizing grass-roots support,
strengthening political action committees and
expanding public education materials

- Keep their own house in order

"In the long run, how we perform as insur-
ers may be the most important factor in how
society perceives us and how successful it per-
mits us to be," Mr Budd said

"l believe that the only path to public un-
derstanding and SUppOrt 15 through stability,
quality service and consistent profit that pro-
vides security for our policyholders "

AIlA President Robert E Vagley, in his an-
nual remarks, counseled "We must continue
to work on our image and credibility with our
external publics the voters and their elected
and appointed representatives

"Public image equals public credibility," he

continued "And credibility equals political
and financial success

Bewa re hidden tax: Vagley

By KATHRYN J. McINTYRE For the first time, the AIA held its an- and regulators shred the integrity of the
nual meeting in conlunction with the an- insurance mechanism to advance social
NEW YORK-The growing use of the nual meetings of the Insurance Services or individual objectives, adding substan-
insurance system as a form of "backdoor Office Inc and the Insurance Information tially to our cost of doing business, we
taxation” is one of the most subtle, yet Institute must and will pass on those costs," Mr
dangerous, threats to the property/ca- These trends, Mr Vagley said, nullify Vagley said
sualty insurance industry, the president the insurance industry's ability to under- This will include the public understand-
of a leading insurer trade association write "When our mechanism for assessing ing -the connection between a news stoly
says risk is weakened, we begin to lose our about a court award or a new feleial and
"We're talking about government-at identity as an industry and become a state proposal and their insurance costs,"
all levels-misusing insurance to satisfy quasi-governmental entity, a mere vehi- he added
public policy objectives without directly cle for moving money from one pocket to Insurers can succeed, Mr Vagley as-
increasing taxes," says Robert E Vagley, another as public whimsy decides " serted, reciting a litany of successes in
president of the Washington-based So far, Mr Vagley observed, "the pub- 1987 Among them
American Insurance Msn, which counts lie often applauds the misuse of insur-
among its 188 member companies the lar- ance, or greets it with indifference Yet
gest public property/casualty insurers

= Tort reforms enacted in 25 states
- Defeating an effort m New York to
these are actions that will cost average enact financial guarantee insurance leg-
As examples of misuse of insurance, he consumers more and more as the costs are islation
cited passed on to them - Substituting a premium tax sur-
« Judicial contempt for the integrity of "Consumers should regard these addi- charge for a proposed sales tax on insur-
contracts tional burdens not with detachment, but ance
- Legislatively mandated subsidies of in the same way they view a tax increase - Defeating numerous proposals to
high-risk policyholders by low-risk poli- Because that iS what they are indirect, tighten control over rates
cyholders hidden taxes And our Industry gets the - Blunting the attack on the McCar-
- Legal theories that allow plaintiffs thankless responsibility for being the tax ran-Ferguson Act
to collect from defendants more in dam- collector " - Rallying opposition to the proposed
ages than a defendant's proportionate de- Insurers will continue to "get the blame federal High Risk Occupational Disease
gree of fault for the damages for these hidden taxes until we demon- Notification and Prevention Act
"None of this is new, but when it's car- strate convincingly that the public should Some of these issues, such as the attack
ned out in a wholesale manner-when react, not with applause or detachment, on McCarran-Ferguson, will be raised
courts, legislatures and regulators dictate but with shock and indignation to court again in 1988, Mr Vagley pointed out In
how much we can charge, who we will decisions, legislation and regulatory addition, the AlA's agenda of problems to
pay and how much we will pay without schemes that cause innocent people to be solve this year includes reversing insur-
regard to responsibility or fairness-then held responsible for the actions of reck- ance industry losses in rating laws, ad-
it is insidious," Mr Vagley declared in less people,” Mr Vagley said vancing legislation addressing disaster
his remarks at the annual AIA meeting When informed, the public will "un- preparedness, and problems in workers
last week in New York derstand that when courts and legislators compensation and personal lines

"Our public image still needs work But the |

good news for us IS that improving our image
isn't a matter of distorting ourselves Our self-
interest is frequently aligned with the public
interest We don't have to make agonizing
choices between business success and public
responsibility For us, they are one and the
same "

Contending that the insurance system is
being misused to levy hidden taxes on the pub-

Execs debate guaranty funds

By KATHRYN J. McINTYRE providing the fund with antitrust protection would be needed to ac-
complish this goal, which Mr Hiestand admitted would be con-

NEW YORK-Duplication and expense could be eliminated if the troversial

lic (see related story), Mr Vagley said,-'licurrent state guaranty fund system were replaced with a national sys- In addition, Mr Hiestand advocated eliminating guaranty fund

voters understand that the underlying social
system is generating those costs, then they will
act in their own interest And those actions

will also serve our interest "

Among the top priorities of the Insurance
Information Institute in the past year was put-
ting insurance industry profits into perspec-
tive and restoring public confidence in the in-
dustry, said Mechlin D Moore, the lll's
president

The Ill also was successful in preventing on-
erous new legislation governing insurers, he
said

The lll strategy included presenting insur-
ance industry chief executives and lll Senior
Vp and economist Sean F Mooney to the media
and at special forums, production of a slide
presentation and brochure on the industry’sr
nancial performance, productions of special
commentaries carried on the ESPN cable net-
work, and a national television advertising
progrann

This year, the Il will launch a print media
advertising campaign aimed at furthering the
public's understanding of the property/ca-
sualty insurance business And, It W111 send
educational information directly to influential
audiences, including CEOs of major corpora-
tions

Re-elected IlIl Chairman Frank E Walton,
who also is executive vp-agency marketing
group at Travelers, praised the Ill's efforts to
enlist insurance company personnel to discuss
issues About 500 speakers from 20 member
companies were signed up in nine states to talk
at public forums about insurance The states
were Arizona, California, Colorado, Connecti-
cut, Massachusetts, New Jersey, New York, Or-
egon and Pennsylvania

This year, similar programs will be launched
m another five states Florida, Virginia, West
Virginia, Louisiana and Maryland

The focus this year will be auto insurance,
now that the controversy over the price and
availability of commercial insurance has died
down

The Il also is rallying the support of in-
surance company employees to speak on in-
surance and insurance Issues Insurers seek-
ing to organize their employees to speak out on
issues will be provided with communications
and technical assistance

The 11l IS budgeting $8 million for these ef-
forts in 1988 $6 million for national advertis-
mg and $2 million to be spent in targeted

states

ﬁ_ta ining state laws

tem, according to the general counsel of a major nationwide insurer coverage for commercial lines policies except workers compensation
But, the savings aren't worth the loss of the state system, contends a Individual's policies and workers compensation should continue to be
former president of the National Assn of Insurance Commissioners covered by a guaranty fund because individual buyers do not have the
who is now an insurance group executive sophistication to gauge the solvency of insurers, and workers have no
Jean C Hiestand, vp and general counsel of State Farm Mutual Au- say in who underwrites their employers' workers compensation insur-
tomobile Insurance Co in Bloomington, lll, and its property in- ance, he explained
surance affiliates, squared off with Lyndon L Olson Jr, president and However, whether commercial lines coverage is excluded or not,
chief executive officer of Waco, Texas -based National Group Corp, "a single fund would be an improvement," Mr Hiestand main-
in a debate over national vs state guaranty funds at the Joint tained
Industry Conference held last week in New York Mr Olson disagreed "l don't favor a centralized system You
Guaranty funds pay claims on behalf of insolvent licensed insur- can't impose a centralized system and not end up with a federal
ers Other licensed insurers in each state are assessed as needed to pay mechanism "
claims, except in New York, which has a pre-assessment guaranty The duplication and expense of state guaranty funds are "the
fund trade-offs for the diffusion of power," Mr Olson maintained
"We're not suggesting a federal fund authorized by Congress and Noting that he was speaking from the perspective of small, pro-
administered by federal regulators,” Mr Hiestand stressed Instead, vincial regional insurance group with property/casualty and life in-
State Farm supports a "national guaranty fund run by the Industry," surance companies licensed in 28 states, Mr Olson maintained "As
long as states have primacy in the regulation of insurance, conflicts
Insolvencies of insurance companies that operated in more than and inefficiencies will occur " Steps can and should be taken to
one state create duplication and expense, Mr Hiestand said minimme the conflicts and inefficiencies, he said
In addition, under a national guaranty fund system, coverage could Mr Olson called on those who want federal regulation of insur-
be uniform, eliminating conflicts and the tendency for policyholders ance to "fess up "
to "forum shop," or seek coverage from the state guaranty fund that Mr Hiestand countered that there IS little danger that the fed-
pays the most, Mr Hiestand said And, a national fund would have eral government would want to move into the guaranty fund busi-
more coverage capacity than the current state system, he said
Any licensed insurer could become a member of the national guar- Mr Olson also took issue with Mr Hiestand's assertion that state
anty fund, Mr Hiestand noted regulators are not always as vigilant as they should be in regu-
Furthermore, a national guaranty fund could "serve as a vehicle lating insurers for solvency because they know the state guaranty
for improved solvency regulation,” Mr Hiestand said, if the guaranty fund will pay claims against insolvent insurers
fund had authority to eliminate coverage for an insurer that did "It never occurred to me, or most of the regulators | know," said Mr
not meet certain solvency standards However, federal legislation Olson, formerly chairman of the Texas State Board of Insurance |

Riverplate yields to liquidation

By ROGER SCOTTON

ness

partner in the accounting firm Coopers & cial details of Riverplate's insolvency, but
Lybrand Bermuda, and Michael Jordan, a believes the company's insurance debts are
HAMILTON, Bermuda-Riverplate Rein- partner with Cork Gully, a unit of Coopers & "at least in excess of $20 million "
surance Co Ltd will be hquidated without Lybrand in London However, "the company IS repudiating
opposition from its owners Riverplate, whose share register shows some of ItS contracts and says this sum may
The 15-year-old property/casualty rein- that it is owned by Buenos Aires-based mer- or may not represent proper debt obliga-
surer had initially opposed a November chant Carlos A Goberman, Argentine law- tions," he added
winding-up petition filed in Bermuda's Su- yer Juan Carlos Taboada and Miguel Casa- Mr Lines said he did not know how many
preme Court by two Lloyd's of London un- villa, responded by asking ItS Bermuda creditors were involved because Riverplate's
derwriting syndicates (Bl, Nov 23, 1987) lawyers Appleby Spurling & Kempe to begin books and records are in Argentina, al-
The reinsurer gave no reason for its rever- proceedings aimed at blocking the appoint- though attempts are being made to "secure
sal at a court hearing earlier this month ment of the provisional liquidators the books
John Francis LeMay and Collin William But, at a Jan 4 hearing in Bermuda's Su- Permanent liquidators will be appointed
Speckley, acting for and on behalf of Lloyd's preme Court, Riverplate withdrew its oppo- at the creditors' meeting, he said
syndicates 122 and 5486, respectively, filed sition to the petition, Mr Lines said The Lloyd's syndicates' initial writ against
the petition after they had begun legal pro- "We are now trying to establish both a Riverplate was one of three actions seeking a
ceedings in Bermuda to recover about date and a place for the first creditors meet- total of }ust more than $200,000 The other
$80,000 from Riverplate ing, which we hope to hold sometime in two actions were begun at the same time by
The court then sanctioned appointment of March," he said Orion Insurance PLC for $89,000 and
two provisional liquidators David Lines, a Mr Lines said he did not have full finan- Berisford Mocatta & Co for $40,000 -
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ties, $1,698, primary metals indus- employers-almost half of which
tries, $1,601, rubber, leather and had fewer than 1,000 employees-
plastic products, $825, and insur- reported making contributions to
Chamber officials say ance companies, $692 retiree health care plans
"It is a better snapshot of em- Those industries in which em- Payments for retiree health care
ployee benefit costs," said Martin ployers made the smallest contri- showed a huge variation among
Lefkowitz, an economic consultant butions to their defined benefit surveyed employers in 1986 The
for the Chamber, adding that prior plans in 1986 include trade' (who- highest was $1,637 per employee in
surveys may have understated ben- lesale and retail), $80 per em- the primary metal industry, a un-
efit costs ployee, petroleum $139, depart- ionized industry that generally
The latest survey is based on the ment stores, $175, electrical ma- provides this benefit and has a
responses of 833 employers in 21 chinery, $183, and instruments and high ratio of retirees to active em-
industry categories, ranging in size miscellaneous non-manufacturing ployees
from companies with fewer than industries, $318 The lowest was $7 per employee
100 employees to employers with Industries in which employers in the wholesale and retail trade
more than 5,000 workers The sur- made the largest payments to their Industry, where retiree health care
vey was sent to 8,100 companies defined contribution plans in 1986 plans are not common
and just over 10% responded include instruments and miscella- Among the other benefit cate-
While benefit costs for 1986 and neous non-manufacturing, $1,290 gories included for the first time in
1985 are not directly comparable per employee, banks, finance and the Chamber survey
because more benefit costs are in- trust companies, $1,060, food, bev- - Employers spent an average of
cluded in the 1986 survey, it iS in- erages and tobacco, $1,036, trans- $159 per employee on child care
teresting to see how both the in- portation equipment, $810, and benefits in 1986 On an industry
clusion of the new benefits and pulp, paper, lumber and furniture, basis, child care benefit costs
higher costs affected benefit costs $634 ranged from a high of $554 per em-
in different industries At the low end of the scale, de- ployee in the transportation equip-
Industries with the highest bene- fined contribution plan payments ment industry to zero m the stone,
fitcosts in 1986 include transpor- amounted to less than $200 per em- clay and glass products industry
tation equipment, $15,448 per em- ployee for employers in five in- - Employers spent an average of
ployee, up 601% from $9,649 in dustries hospitals, $45, textile $48 per employee on parental leave
1985, rubber, leather and plastics products and apparel, $60, rubber, benefits On an industry basis, pa-
products, $13,450, up 66 2% from leather and plastics, $96, miscella- rental leave costs ranged from a
$8,095 in 1985, primary metal in- neous non-manufacturing indus- high of $93 per employee among
dustries, $13,402, up 18 1% from tries, $104, and trade (wholesale pubilic utilities to a low of $9 per
$11,344 in 1985, public utilities, and retail), $187 employee in the printing and pub-
$12,712, up 19 7% from $10,622 in Even without including life in- lishing industry
1985, and petroleum, $11,755, surance premiums with medical - Savings plan administration
down 4 5% from $12,303 1n 1985 costs, as they were in 1985, medical cost employers an average of $29
Industries with the lowest bene- costs continued to climb In 1986, per employee in 1986 The highest
fit costs in 1986 include textile surveyed employers' medical bene- savings plan administration costs
products/apparel, $4,743 per em- fit payments totaled $1,604 per -$100 per employee-were found
ployee, up 3 1% from $4,599 in employee, up 2 8% from 1985's in the machinery industry, while
1985, department stores, $5,102, combined medical and life insur- the lowest costs-$5 per worker-
up 189% from $4,292 in 1985, ance costs of$1,561
trade (wholesale/retail), $6,107, up Employers in four industries retail trade industry
72% from $5,697 in 1985, printing spent more than $2,000 per em- Other findings in the Chamber
and publishing, $6,919, down 5 2% ployee on medical care benefits in Survey include
from $7,292 in 1985, and banks, fi- 1986 rubber, leather and plastics - Industries with the highest
nance companies and trust com- products, $3,259 per employee, benefit costs as a percentage of
panies, $7,153, up 9 2% from primary metal products, $2,593, payroll in 1986 include rubber,
$6,552 1 1985 transportation equipment, $2,506, leather and plastics, 56 9%, pri-
Retirement and savings plans and public utilities, $2,068 mary metal industries, 51 1%,
were employers' most costly volun- On the other hand, medical ben- transportation equipment, 50 5%,
tary benefit Retirement and sav- efit costs averaged less than $1,000 public utilities, 38 7%, and miscel-
ings plans cost the average sur- per employee for businesses in laneous non-manufacturing 1ndus-
veyed employer $1,762 per three surveyed industries depart- tries, 38 3%
employee in 1986 ment stores, $538, food, beverages Industries with the lowest bene-
But there was considerable and tobacco, $873, and printing fit costs in 1986 as a percentage of
variation in retirement and savings and publishing, $876 payroll include textile products
plan payments among employers In addition to the medical insur- and apparel, 28 8%, printing and
Industries in which companies ance payments, the 1986 survey publishing, 29%, banks, finance
spent the most on retirement plans shows the average employer paid and trust companies, 30 4%, petro-
include transportation equipment, $127 per employee for life insur- leum, 31 7%, and stone, clay and
$3,317 per employee, public utili- ance and death benefits glass products, 332%
ties, $2,663, primary metals indus- Dental insurance plan contribu- - Benefit costs, as a percent of
tries, $2,140, instruments and mis- tions averaged $148 per employee payroll, varied by geographic re-
cellaneous non-manufacturing, in 1986, up 70 1% from $87 per em- gion For example, benefit costs as
$1,772, banks, finance and trust ployee the previous year a percent of payroll averaged 47 %
companies, $1,612 Payments for retiree health care among employers in the eastern
Industries that spent the least on expenditures-surveyed by the North Central states (lllinois, Indi-
retirement include textile prod- Chamber for the first time in 1986 ana, Michigan, Ohio and Wiscon-
ucts, $428, department stores, -averaged a modest $157 per em- sin), 366% in the Southeast, 36 1%
$434, trade (wholesale/retail), ployee in the West, and 35 5% in the
$710, electrical machinery, $966, However, that number is mis- Northeast
and rubber leather and plastics leading because employers were - Individual, malor benefit ca-
products, $991 asked how much they spent on re- tegories as a percent of payroll in-
Industries in which employers tiree health care costs on a per-em- clude payments for vacation, sick
made the highest contributions to ployee basis, not how much em- leave, holidays, 10 2% legally re-
their defmed benefit plans in 1986 ployers actually spent for health quired payments, 8 9%, medical
include transportation equipment, care per retiree and medically related benefits
$2,258 per employee, public utill- In addition, only 34% of surveyed (such as short- and long-term dis-
ability and dental care insurance),
8 3%, retirement and savings
plans, 6 7%, paid rest periods,

lunch periods, etc, 3 4%, miscella-
Nneous benefits like discounts on

Benefit costs

Contznued from page 1

were found In the wholesale and

Insurance services guide

good and services, child care bene-
fits and company-furnished meals,
1 3%, and life insurance and death
benefits, 0 5%

O All employers in the United
States spent an estimated $742
billion on benefits in 1986, or
35 5% of payroll, the Chamber
says That's up 7 3% from $691 3
billion in 1985 and up 209 2% from
$240 billion in 1975, according to
the Chamber
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Update

Hull insurers pay PSA loss

Continued from page 2
$600 milhon in liability coverage

Aviation brokers and underwriters immediately after the crash
speculated that disputes between the airline's all-risk underwriters
and war risk underwriters would develop because of the circum-
stances surrounding the loss The crash, which killed 43 people,
was believed to have been caused by a recently fired employee of
USAIr Group, the parent of PSA, who boarded the plane with a
44-caliber pistol (Bl, Dec 14, 1987)

"The language of the policy makes it plain that it iS a loss under
the all-risk policy," said Stephen Merrett, chairman of London-
based Merrett Holdings PLC and lead underwriter of the airline's
hull war risk coverage

EPA sues Con Ed of New York

NEW YORK-The U S attorney in Brooklyn has filed suit
against the Consolidated Edison Co of New York on behalf of the
Environmental Protection Agency, charging the utility with 43 vio-
lations of the Clean Air Act

The suit, which seeks more than $1 million in civil penalties,
charges that Con Ed did not properly wet or treat boiler doors
containing friable asbestos material before removing them from a
Manhattan power plant this summer

The same incident prompted a utility workers union to sue Con
Ed and seven members of its management last year in U S District
Court for the Southern District of New York (BIl, Nov 23, 1987)

The union suit, which originally was filed on behalf of 139 work-
ers, now seeks $215 million in compensatory and punitive dam-
ages on behalf of 215 workers The court is expected to rule Friday
on a motion by the utility to dismiss the action

A Con Ed spokeswoman said the utility has until Jan 28 to ze-
spond to the suit

Poultry lost in storm covered

PITTSBURG, Texas-Pilgrim's Pride Corp has adequate insur-
ance to cover an estimated $8 25 million loss from an ice storm that
caused 125 poultry houses to collapse and kill 1 3 million chickens

A winter storm that swept through northeast Texas and south-
western Arkansas earlier this month left heavy accumulations of
ice on the roofs of the houses, which caved in The property loss
amounted to $5 million to $6 million and the birds were valued at
around $2 25 million, according to figures compiled by Camp
County Judge Phillip Hawkins

"Our coverage is adequate to pay the losses," said Gary Bryant,
risk manager for Pittsburg, Texas-based Pilgrim's Pride

Replacement-cost property insurance written by Northbrook Na-
tional Insurance Co, an Allstate Insurance Co unit, will pay to
rebuild the poultry houses, he said The insurance was brokered by
Johnson & Higgins in Dallas

A "live bird" policy in the form of animal mortality insurance-
brokered by J&H and written by Lloyd's of London syndicates-
will cover the loss of the broilers and the breeding hens, Mr Bryant

said

Firm sweetens bid for Robins

RICHMOND, Va -American Home Products Corp of New York
has sweetened its bid for A H Robins Co by $100 million

Under the new bid, American Home Products would acquire
Robins for $700 million in American Home stock and establish a
trust fund that would pay thousands of Dalkon Shield claimants
either $2.15 billion immediately or $2 475 billion over six years Its
previous bid did not offer claimants an Immediate payment option

If Robins accepts the bid, Aetna Casualty & Surety Co will sell
American Home an excess insurance policy to cover claims if the
fund runs dry, an Aetna spokeswoman said without elaboration

Robins would not comment further on the American Home Prod-

ucts proposal, and American Home Products officials could not be
reached for comment

A group representing Dalkon Shield claimants opposes the
American Home Products bid because It offers less than the $2 48
billion the U S District Court in Richmond, Va, has ordered
Robins to pay (Bl, Dec 14, 1987)

The American Home Products proposal came in response to
Robins' acceptance of a merger proposal from French pharmaceuti-
cal maker Sanofi Sanoh proposes to pay $600 million for 58% of
Robins' stock and to set up a $2 5 billion trust fund to compensate
Dalkon Shield claimants (BI, Jan 11)

The group representing Dalkon Shield claimants also opposes the
Sanofi proposal because it would pay stockholders immediately but
string out payments to claimants over more than four years

A court hearing has been scheduled for Jan 21

Briefly noted

A Los Angeles Superior Court judge says he will grant Harbor
Insurance Co. a new trial to determine the amount of punitive
damages it owes American Motor Inns if AMI does not accept by
Jan 19 $3 million rather than the $13 million awarded by a jury
The court ruled that Harbor exercised bad faith in settling a law-
suit with subsidiaries of AMI, which also was awarded $10 25 mil-
lion in compensatory damages (BIl, Dec 7, 1987) Charles E
Rinsch, formerly vp and treasurer of Teledyne Inc , has been elected
president and chief executive officer of Argonaut Group Inc. 1n
Menlo Park, Calif Mr Rinsch succeeds David W Schrempf, who
has been reassigned to serve as a consultant More than 1,000
British victims alleging injuries caused by an anti-arthritis drug
have settled their suit with Eli Lilly & Co. ot Indianapolis, which
manufactured the drug, known as Opren in the United Kingdom

The deadline for the remaining 250 plaintiffs to accept the undis-
closed settlement offer has been extended to Feb 5
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AmMmoco Cadiz
Judgment interest-now amounting to about munes or arrived at by governmental agen-
Continued from page 3 $39 5 million-from its own funds cies," the Judge wrote / Bl Insurance Index

the award A -
The Amoco spokesman could not comment To avoid currency fluctuation problems, /

Asgnoco had estimated its maximum losses on whether the gompany, had established any Judge MeGarr awarded damages in French
at $1 h franc

48 million, including the loss of the reserve for its oil spill fiabilities No suc

Amoco Cadiz hull and its cargo reserve has been reported in the company's Several ministries of the French govern-
The insured value of the hull was $20 mil- financial statements ment were awarded a total of 202 million

lion, and Amoco collected $15 million from Amoco reported consolidated aftertax francs ($36 7 million at current exchange
London and U S hull insurers after applying earnings of $412 million for the quarter rates)

a $5 million deductible ended last Sept 30, and $983 million for the The 90 French communes were awarded a
Petroleum Insurance Ltd, a Bermuda- first nine months of 1987 total of 46 2 million francs ($8 4 million) e
. 400
based captive of Royal Dutch-Shell Group, The Amoco Cadiz, a 1,095-foot Liberian Several other parties, including hotels and ,4
paid $22.9 million for loss of the cargo to two registered tanker carrying 220,000 tons of other businesses, were awarded a total of 4 7 os0
Shell subsidiaries, which owned the oil PIL light crude oil, ran aground off the coast of million francs ($853,000) a8
then sought to recover the money from Brittany on March 16, 1978, after the mecha- Judge MeGarr also allowed preludgment 380
Amoco, and Judge McGarr last October or- nism controlling its rudder failed and post-Judgment interest at a rate of 7 22% ors
dered Amoco to pay PIL 11 2 million pounds The ship eventually broke apart, smiling compounded annually o7s o-o
($19 3 million at the appropriate exchange its entire cargo The opinion also called for a hearing on k
rate) plus interest Amoco expects to recover The accident created a flood of lawsuits, how liability for the damages should be di- 350/ )
the amount of the award under its protection which were consolidated in U S District vided between Amoco and Astilleros sss I_'
and indemnity policy Court in Chicago before Judge MeGarr Astilleros will be notified of the proceed- 4246*SY li
In addition to insurance covering the hull A trial to determine who was liable for the mgs, although Judge McGarr noted that "the , 1

and cargo losses, Amoco had $50 million in disaster ended in November 1982 after six earlier refusal of Astilleros to submit to the C
pollution liability coverage as part of its P&l months of testimony In April 1984, Judge jurisdiction of this court is a revealing pre- Insurance industry stocks followed the rest of
policy written by London S tea mship MeGarr ruled that Amoco was responsible dictor of Astilleros's response to this oppor- the market last week, as the Business insur-

Owners’ 'V'Utu_a' Insurance Assn Ltd , man- tunity " ance index dropped 5.2 points to 388.4 on
aged by A 3'|_b'”0UQIh & Co Ltd The cover- J . . James Betke, a lawyer with the Chicago Jan. 14 from 393.6 on Jan. 7. Advancing Issues
age was divided into a $600 000 %rlmary | The $854 million JUdgment firm of McDermott, Will & Emery, repre- were led by: Farmers Group Inc., whose shares
Ia_ _e" re_ta'ned by London S.teamsi'np-, as$341 . I senting Astilleros, said he doubted the ship- shot up 23.1% following a merger offer from
million first excess layer carried by an inter- against Amoco will 'hardly builder will participate in the hearing B.A.T. Industries P.L.C. (see update, page 2).
national pool of P8:| clubs, and a $46.m|II|0n | recompense my clients for Judge McGarr's opinion will not be en- Farmers was followed by: Seibels Bruce Group
layer led by Lloyd's of London syndicates 1 tered as a final order until this and other Inc., up 10.4%; Northwestern National Life In-
H 1 H H H . H H
. = . 0

managed. by Janson, Green Ltd. and rein- the damages they suffered," matters are decided, according to Mr Cicero, surance Co., up 7%; Old Republic International
sure or < says Barry Kingham Amoco's lawyer, whd noted that the parties Corp., up'3.4%; and Protective Corp., up 3%.

About $16 75 million of the insurance pro- 1 . will then have 30 days to appeal Declining issues were led by Statesman Group
ceeds were paid to the French government to In addition to appeallng both the 1984 ha- Inc., down 14.3%; Belvedere Corp., down

establish a fund with the Tribunal of Com-

bility ruling and last week's damage award, 13.696; Kemper Corp., down 8.6%; Frank B. Hall
merce in Brest, France, to cover oil spill for the spill, noting that the 011 company had Amoco will seek to recover 100% of its losses & Co. Inc., down 7.7%; and ITT Corp. (Hartford

claims brought in French courts failed both to follow adequate maintenance from Astilleros, Mr Cicero said Group), down 7.296. Issues showing the most
Sources familiar with the case say that procedures on the Amoco Cadiz and to train Amoco also is seeking recovery from the activity during the period were: Sears Roebuck
most, if not all, of the remaining insurance its crew properly American Bureau of Shipping in a lawsuit & Co. (Allstate), 31.8 million shares traded;
proceeds have gone to cover Amoco's defense Judge MeGarr also found Astilleros, the currently pending in US District Court in Aetna Life & Casualty Co., 29 million shares
costs, which were included in the $50 million builder of the Amoco Cadiz, liable to Amoco Chicago However, Judge McGarr iS ex- traded; and ITT Corp. (Hartford Group), 25.9
policy limit for defective design of the supertanker pected to decide whether this case should be million shares traded. The Business Insurance
An Amoco spokesman would not comment Astilleros has refused to participate in the transferred to a federal court in New York, index dropped 1.3% for the penod, faring better
on defense costs Chicago litigation, contending the court has he said than other market indicators: the Dow Jones 30
With interest accumulated over several no jurisdiction over it The U S Supreme Amoco probably will not try to recover Industrials lost 135 points, a 6.6% decline; the

years, the Brest fund now amounts to 232 Court in 1983 declined to hear an appeal of a damages from Bugsier, Reederel & Bergungs Standard & Poor's 500 lost 15.2 points, a 5.8%
million francs ($42 1 million at current ex- 1982 default judgment against Astilleros en- AG,a West German salvage firm that failed decline; and the New York Stock Exchange

change rates), according to Mr Cicero, who tered by Judge MeGarr in an attempt to tow the Amoco Cadiz to composite fe117.9 points, a 5.4% decline.

observed that this amount would nearly A separate damages trial ended last May in safety, Mr Cicero added Judge MeGarr i

cover Judge MeGarr's $45 5 million compen- Chicago after more than one year of testi- threw out an Amoco cross-claim against Brmshissues

satory damage award mony Bugsier in 1984, ruling that the parties 1 Wesk
But, the Brest fund IS available only to In his Jan 11 opinion, Judge McGarr, ap- would have to arbitrate any dispute in ac- Jan. 14 Plice P/E Dlv. Yield High-Low

parties who file claims in French courts, and plying French law, disallowed several cate- cordance with the Lloyd's open-form salvage Companies pen- pan= % pencepence

neither the Republic of France nor the Cotes gories of damages claimed by the plaintiffs. agreement that Amoco signed with Bugsier CommliUnion 335 137 178 53 340-332

du Nord parties filed claims against the These included substantial claims for ecolo- Under the no cure-no pay salvage agreement, Senl Accident 828 109 383 46 838-827

fund, prefernng instead to pursue the Chi- gical damage, loss of image in the tourist Amoco probably has no basis for seeking re- Sdn Royal Exch 862 120 465 54 862-856

cago litigation The only claim in France for trade for French coastal towns and loss of covery from Bugsier SS:.I At :ZZ :ZZ i;z iz Z:ZizZi

cleanup costs was filed by Great Britain, and enjoyment of the coastline Amoco never commenced arbitration pro-

nothing has yet been paid out of the fund, a Judge McGarr also reduced the amount of ceedings against Bugsier and probably will Brokers

seurce saia many claims he did allow, noting that after not pursue the claim, Mr Cicero said CE He:01 415 138 345 83 417-415
Additional claims against the fund may the 1984 liability decision, "exaggeration of The Cotes du Nord parties also will appeal Hogg Robinion 138 106 96 69 140-138

now be time-barred under a six-year limita- claims became the norm, particularly on the last week's ruling, said their attorney, Mr JH M 460 167 129 31 463-460

tion on claims, and the money remaining in part of the communes," referring to members Kingham He said that Judge MeGarr had Sedg Grp =28 143 164 72 228-219

the fund may eventually revert to Amoco of the Cotes du Nord group misinterpreted French law in barring recov- ims Faber =ae noe 1as o1 2a0m=ss
If Amoco recovers most or all of the money "The extent of this exaggeration was dra- ery of certain types of damages Among other Souree Philip Olsen/Alan Slifton, Insurance Industry

in the fund and if Judge MeGarr's damage matically highlighted by a comparison of the things, the plaintiffs will press claims for i‘ﬁi?"srs Kitcat & Altken Stockbrokera,

award is upheld on appeal, Amoco would final claims for damages with much earlier ecological damages and lost image in the
have to pay only the prejudgment and post- estimates of damages prepared by the com- tourist trade, he said
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medical review services makes
everyone else% plain vanilla.

In the complex world of healthcare cost
containment, "plain vanilla" solutions
frequently won't work.

Because your company's medical review
service requirements are not simple. Or
identical to everyone else's.

That's why Intracorp offers a full mnge of
service options to enable you to custom-
designthereviewprogramyourcompanyneeds.

Pre-admission certificationl
continued stay review from Intracorp
genentes an average 17% reduction in
hospital days without compromising quality of
care. In complex cases, our nurses can go
on site to evaluate the need for continued
hospital stay. We also offer the only
psychiatric and substance abuse utilization
review program in conjunction with the
American Psychiatric Association. This
organization establishes appropriate
treatment practices for its 32,000 member
psychiatrists.

Second surgical opinion eliminates the

expense and risk of unnecessary surgery
combining board-certified surgeons with
Intncorp's knowledge of the medical
community.

Medical case management services offer
maximum coordination and control of high-
cost, serious illness cases. This on site
service is coordinated by registered nurses
with critical care experience in various
medical specialties.

Discharge planning allows your
employees to recover at home rather than
in the hospital.

Utilization analysis, a comprehensive
review of all your medical costs, can help you
structure your company's benefit program
more effectively.

Whether you're a big business, a small
business, or an insurer serving both, let our
nationwide network help provide the range
of quality healthcare services today's
employees deserve. From pre-hospitalization

rewew to post-recovery analysis, and every
step in between. The choice is up to you.
Call for more information, toll free, 1-800-
345-1075. (In PA, HI and AK, call collect,
1-215-687-9450). Or return the coupon.

Why settle for plain vanilla when you can
have your choice of the menu?

Director of Marketing / // finTracorp

701 Lee Road

Wayne, PA 19087
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