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New limits on noise
to cost $254 million

WASHINGTON-Employers will be
required to offer more protection for
workers exposed to high noise levels-
protection that is expected to cost $254
million to implement, the Occupational
Safety and Health Administration says.

The final OSHA standard, published
in the Jan. 16 Federal Register, says

Continued on next page
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Low prices
win sta rs

for broker

By LEN STRAZEWSKI

WHITE PLAINS, N.Y.-Service seUs
a broker, most insurance buyers say,

but low price won a piece of the gi

Texaco Inc. insurance program for the

local office of Emett & Chandler

HnNnsurer cash flows

signal hike in rates

By STUART EMMRICH

NEW YORK-The rising tide of investment income
gains for insurers that has supported cheap insurance
prices is starting to fall, foreshadowing a quicker re-
turn to higher insurance prices.

t -
analysts say.

e price change could occur later this year, some

rers competing for business by slashing insur-

The Los Angeles-based broker beat ance rates are left with smaller gains in premium dol-
out Corroon & Black, a Texaco broker lars to invest, hence a drop in the record investment
since 1949, and Rollins Burdick Hunter income growth rates.
in a competitive bid for the oil firm's At the same time, underwriting losses are increas-
primary casualty coverage. The pro-

underwriters knew they could recoup losses from re-
cord-high levels of investment income.

This slowing of investment income growth alone
won't be enough to force most underwriters to charge
more for insurance, analysts agree, although some
may tighten their underwriting. But continuing slow-
down will speed the advent of higher insurance prices
that have been predicted to come as un-

Continued on page 31

Annual percent increase
in investment income

gram exceeds $20 million in premium,
including some coverages not with the
new broker, said Texaco insurance
manager Robert Kreiling.

"We've never changed brokers for a
lack of service,” Mr.
plained. "We deal with most of the ma-

jor brokerage houses and all of them -.,
seem to have the services we require. ,
VYWhat we are looking for is the lowest '~

price.

"l don't want 10 pages o f service pro-
motion in a broker's proposal. | can't
read all ofthat,” he continued. "I want

the shortest possible plan for dealing
with our needs and a clear statement of
how much it will cost.”

Mr. Kreiling would not disclose the
winning bid, but did outline his
broker's tasks for the coming year. Ser-
vice will be the primary function be-

Continued on page 30

Firms worry ruling 4 1

Kreiling ex— —

ing, draining cash flows.
"Cash flows are coming down,"
rissey, senior vp at Crum & Forster.

said Michael Mor-
"We have more

money to invest than we did five or six years ago, but
less relative to 1978 and 1979."

s Premium volume grew only 5% to 6% in 1980 for

...——=-*==f The result:

Ay many companies, he noted.
30% over last year f_or some companies,” i
Insurers' investment income will be

j only 18%more in 1980 than in 1979 and only 15%more
in 1981 than in 1980, analysts predict. These are signif-

25

"Cash flow is down 25%to
he said.

icant drops in growth compared with gains exceeding 15

S 1

1 20% during 1977-1979 (see chart).
"We see a pretty good decline in the rate of growth

ofinvestment income," says Robert Bryan of analysts

Conning & Co. in Hartfcrd, Conn.

"This is happening 10

all over the industry, with many companies showing

In Other analysts an

| agggnce buyers if it con-
st sgveral yea uyers have been

insurers a ree investment in-
a trend that could

5%

purch sing insUrance at bargain prices because

frees worker to sue

By EILEEN NORRIS

SAN FRANCISCO-Business leaders
here are worried a recent court ruling will
erode the workers compensation system by
permitting employees to sue their employ-
ers-and collect.

If upheld by the California Appellate
Court, the county court decision could be a
precedent for other states and disarm em-
ployers that are bucking the employee litiga-
tion trend, they say.

Involved in the case is a legal argument
that a corporate self-insurer of workers com-
pensation puts itself in the dual capacity of
insurer and employer, exposing itself as an
insurer to a third-party suit by an injured
ernployee.

That could cause litigation problems not

I N S I D E | prompts look at codes

only for self-insurers, but also insurers.

The case dates back to 1974, when a Cali-
fornia employee ofNew York-based Interna-
tional Paper Co. was badly burned in a saw-
dust explosion and fire at IPC's Northern
California plant.

Lumbermill worker Winston S. Williams,
who has been out o fwork since the accident,
has collected more than $120,000 in medical
and disability benefits.

His lawsuit against his self-insured em-
ployer (as insurer) came to trial last October,
and he was awarded $825,000 in damages by
a Siskiyou County Superior Court jury.

IPC is planning to appeal the decision.

The employee's lawyer, Robert M. Ar-
buthnot of San Francisco, successfully ar-

gued that as a self-insured workers compen-
Continued on page 27

are

Policies play

‘7o ‘sSOe'Ble

defense for NFL

NEW ORLEANS-While Jim Plunkett and Ron
Jaworski are calling audibles, the NFL will be well
defended for Superbowl XV Sunday, it says.

The NFL, which is renting the Louisi-
ana Superdome for the championship
game between the Oakland Raiders and
Philadelphia Eagles, has broadened cov-

erage under its umbrella insurance policy

for the big game, said an NFL spokesman.
Specific coverages and limits had to be added to meet
regulations of the Superdome stadium authority.
The additional insurance covers workers compensation claims by NFL
employees working in New Orleans and includes liability insurance for the

NFL auto fleet.

Also included is supplementary insurance for stadium security forces,

private practice fields (excluding player injuries) and even for the NFL
commissioner's party Friday night, the spokesman said.

Most of the NFL umbrella coverage, which is brokered by Corroon &

R Black, is placed in the foreign markets.
i=- 1

The two teams have their own insurance to cover individual team opera-
tions. Player injuries usually are covered under player association benefit

plans purchased by the players.
411

Shelter-care fire
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HMO support
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r-Update:

OSHA sets hearing standard

Continued from previous page
earmuffs or earplugs must be made available to workers if the
noise level exceeds 85 decibels daily.

Ifthe noise level exceeds 90 decibels, workers must wear protec-
tive devices. In addition, employers must offer periodic hearing
tests iftheir workers are exposed to more than 85 decibels over an
eight-hour period.

The standard, which will be phased in over a year, affects 2.9
million workers exposed to at least 85 decibels and 2.3 million
workers exposed to more than 90 decibels. It.will improve work-
place safety, reduce absenteeism and cut workers compensation
costs, said outgoing OSHA chief Eula Bingham.

Another final OSHA standard simplifies a code to protect
workers and property against potential hazards of electricity.

FICA overhaul urged

WASHINGTON-ANnother major commission has recommen-
ded a sweeping overhaul of the Social Security System.

The congressionally appointed National Commission on Social
Security says the age at which a worker can collect full benefits
should be raised to 68 from 65 by the year 2000.

The commission also recommends benefits not be fully indexed
to match inflation andthatall new public employees be required to
participate in Social Security.

The commission's recommendations are similar to those made
by the President's Commission on Pension Policy.

The outgoing Carter administration last week also asked Con-
gress to change current cost-of-living benefit increase formulas for
Social Security and other federal retirement programs.

It suggested retirement benefit increases be based on a modified
consumer price index that omits mortgage interest rates.

Journal covered for libel suit

NEW YORK-Libelinsurance would coverpotentiallosses from
a $63 million suit filed against the Wall Street Journal, Dow Jones
Co. confirms.

But John Maiorana, insurance manager for the Journal's parent
company, declined to discuss the policy's limits or what deducti-
ble, if any, the company would have to pay.

The insurance was written primarily by Mutual of Bermuda, Mr.
Maiorana said, declining to identify other insurers on the policy.

The suit was filed against the Journal by two former Justice
Department attorneys, currently in private practice, who allege a
feature story published April 11, 1979, damaged their reputations,
lost them clients and caused them to suffer'great embarrassment,
humiliation, anxiety, stress and mental agony."

The suit asks for $33 million in compensatory damages and $30
million in punitive damages.

QuinNn named commissioner

SACRAMENTO-Robert Quinn, 43, is the new commissioner of
the California Insurance Department. Mr. Quinn was appointed by
Gov. Jerry Brown to fill the post vacated by Wesley J. Kinder (Bl,
Dec. 22, 1980).

Mr. Quinn is a former executive with Nationwide Insurance Co.
in Columbus, Ohio, and recently completed teaching classes at his
law school alma mater, Ohio State University.

Blackout probes sought

SALT LAKE CITY-State prison officials and a consumer group
are seeking investigations to determine who is liable for damages
to electrical equipment following a six-hour blackout earlier this
month.

Hundreds of residents of Utah and parts of Idaho and Wyoming
say Utah Power& Light Co. isliable. The utility, however, says the
outage occurred after a controlled trash fire at a state prison near
Salt Lake City caused an explosion that severed a power line.

Prison officials have called for an investigation by the Utah At-
torney General's Office. A consumer group wants the Utah Public
Service Commission to investigate any possible negligence of the
utility.

Eight ships lost in storms

LONDON-Storms off the coast of Algeria sank or capsized
eight vessels and damaged 16 others, according to Lloyd's of Lon-
don sources.

Insurance details were available on only one ship-the Kapetan
Markos, a Greek freighter valued at $7 million that burned and
went aground nearArzuw. The ship'shull coverage was underwrit
ten by Lloyd's and London companies.
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Quake protection
to cost $750 million

By RHONDA L. RUNDLE

LOS ANGELES-Property owners here will have
to shell out an estimated $750 million over the next 15

years to comply with a new city ordinance requiring

structural strengthening of earthquake-hazardous

buildings.

About 8,000 old masonry buildings are affected by
the new law, passed by the City Council Jan. 7 over
the vigorous opposition of landlords and other prop-
erty owners. The ordinance requires designated
buildings to meet about 60% of current earthquake

safety standards.

"This city is sitting on a time bomb," said council-

Roof

Reinforcing a buildg

Old masonry buildings in Los Angeles would be

Wall

E———

reinforced by running steel bolts through exterior
walls and into the roof and floors. Steel plates on

the the outside and welds on the inside would

man Hal Bernson, a strong advocate of the measure.
City officials argue that full compliance could signifi-
cantly reduce the death toll of a severe quake in

Southern California.

Floor

Many owners unwilling or unable to pay the high
cost of reinforcing the buildings, ranging from $4 to

$12 per square foot, say they will demolish them. In-
cluded are about 4,000 commercial buildings, 2,500
industrial structures, 268 hotels and 811 apartment '
buildings in downtown Los Angeles and Hollywood.

Some owners also are concerned about the liability
insurance implications of the new ordinance, al-
though industry representatives contacted by Busi-

owners believe.

ness Insurance said fears o f unavailability and higher

Cargo insurers waiting

give additional strength.

Steel Plate

Wall Anchoring

Walt
Wetd

premiums probably are unfounded.

Stephen Melnick, president ofthe Apartment Assn.
of Los Angeles County, predicts owners will encoun-
ter problems obtaining insurance once their buildings
are declared substandard. Insurers might not want to
underwrite a risk the city has branded as hazardous,

Continued on page 29

Seat rain owes claims

By ELLIS SIMON

NEW YORK-Cargo insurers
seeking to recover damages from
Seatrain Lines Inc. are stuck in
port while the financially troubled
steamship company sorts out its
debts.

If the insurers are unsuccessful,
shippers will bear the cost in
higher loss ratios on their ocean
marine insurance programs.

Recovering damages resulting
from a steamship company's negli-
gence is a main tool cargo insurers
use to control losses. Shippers
benefit from their insurers' suc-
cess because the amount recov-
ered is credited against a shipper's
cargo losses.

Seatrain, which stopped its con-
tainer ship operations in Decem-
ber, is not paying cargo insurers’

claims on that business, a com-
pany spokesman confirmed.
Seatrain's bank, Chase Manhattan,
instructed it to conserve cash for
ongoing operations, the spokes-
man said.

The company hopes to restore
prosperity by continuing its profit-
able businesses: an Alaska-to-Cali-
fornia tanker trade and a Texas oil
refinery. Seatrain also plans to pay
off creditors by selling its con-
tainer shipping line, explained
Seatrain vp and controller Donald
Herten.

Cargo insurers, like other Sea-
train creditors, have been left un-
assured about outstanding debts.
Some have filed suit and others are
negotiating settlements with Sea-

train.

Recovery Services International

Inc., a subsidiary ofINA Corp. that
recovers cargo losses for INA and
other insurers, filed suit against
Seatrain in mid-December. Gerald
Nichols, Recovery Services presi-
dent, says Seatrain owes his eli-
ents $100,000.

Other insurers were not able to
say how much they think Seatrain
owes them. However, one insur-
ance company executive who
asked not to be identified said his
firm has a $5 million suit pending
against Seatrain filed before
Seatrain's financial woes.

MOAC, another insurer, says it
has not filed suit against Seatrain,
hoping to work out the problems
instead.

"We'll try to get our money, but
we don't want to see a U.S. carrier
go down the drain,” said vp-recov-

Continued on page 30

California adds new punch
to regulations for retro plans

By RHONDA L. RUNDLE

LOS ANGELES-The Califor-
nia Insurance Department is put-

ting teeth into its rules restricting
the use of cash-flow insurance

plans for workers compensation
that could take a bite out of the
programs' advantages.

A new bulletin clarifying the
state rules on the plans will likely

convince insurers to increase in-

errors & omissions

. Prices of the British issues
listed on the Jan. 12 Bl ticker page
were closing prices on Jan. 6. Due
to a typographical error, the clos-
ing was stated as Dec. 29.

. Due to a typographical error,
the name of R. Sidney Osofsky, as-
sistant treasurer at Grand Union
Co. in Paramus, N.J., was incor-
rectly listed as R. Stanley in the
Jan. 5 Comings and goings: buyers
column. Business Insurance re-
grets the error.

. Blue Shield of California is the
health plan insurer for claims ex-
ceeding $500 for the Mendocino
County Office of Education, not
Blue Cross & Blue Shield as incor-

rectly stated because of an editing

error in the Dec. 8 issue. Blue
Shield of California is also the in-
surer of the vision plan, which is
being provided at no charge to the
district because of savings under
the district's new health plan
described in the Dec. 8 article.

. Gerald Payne of Alexander &
Alexander was incorrectly identi-
fied in the Jan. 12 issue as working
for Marsh & McLennan. In the
same article on kidnap and ransom
insurance, a typographical error
changed the meaning of a quote by
Mr. Payne. The quote should have
read: "With reinsurance, | could
easily put together something in
the range of$40 million to $50 mil-

lion.”

terest rates due on premium notes
to meet insurance department re-
quirements, say executives from
Fireman's Fund Insurance Cos.
and Insurance Co. of North
America.

The four-page, strongly worded
bulletin cautions insurers"that the
adoption or offer of a cash-flow
plan places their certificate of au-
thority to continue writing busi-
ness in this state in jeopardy.”

A careful reading of the docu-
ment, however, reveals the insur-
ance department uses the term
"cash-flow plan" to designate ille-
gal plans that do not meet criteria
outlined in an earlier bulletin is-
sued last April (Bl, May 5, 1980).
The department determined then
that paid-loss retrospectively rated
plans could be structured to meet
legal requirements.

In risk management parlance,
the term "cash-flow plan" is used
to describe any insurance program
that permits partial premium pay-
ment deferral until the close of the
policy period. Under California

Continued on page 26



Chrysler wi

ns first bout

over right to self-fund

By LEN STRAZEWSKI

DETROIT-Chrysler Corp. has won the
first round in its fight to continue self-
funding workers compensation in its
home state of Michigan.

Canceling a Jan. 9 hearing, the Michi-
gan Bureau of Worker Disability Com-
pensation has agreed to allow the automa-
ker to continue to self-insure workers
compensation for its 42,000 local workers
while the bureau reviews the firm’'s latest
self-funding plan.

Chrysler, as pre-
viously reported in

litiRY.SL
Business Insurance, has
(BI,

ensatlon Cglmgr pay W-
Jan. 5). The fund is *-»
expected to accrue
about $5 miillion over -
the next 12 months, a Chrysler spokes-
man confirmed.

To build up the fund as a hedge against
future claims, Chrysler would pay a
monthly workers compensation bill of
slightly more than its current losses. The
overpayment would go into the trust.

The workers compensation bureau,
however, has not yet agreed formally to
the scheme, director James Brakora said.
He revoked a suspension order"because
we felt we were going to be able to work
out a method by which Chrysler could

Reiss clients

continue to self-insure.”

The trust fund plan is not yet in motion,
pending the state office's approval. How-
ever, when fully funded under the Chry-
sler proposal, the trust would not meet
the manufacturer's annual workers com-
pensation tab in Michigan.

The firm paid out nearly $40 million in
workers compensation benefits last year
for Michigan employees, former employ-
ees still receiving benefits and retirees
also receiving benefits under the state's

a , liberal laws.
*4¥ The state workers

Sjir<fil c?ompensatlon bureau

post a
" uaranteei

il

—ay FTaces a Jan

:_if)

20 sugpen-—
sion ofits self-insurance
plan for 3,500 Belvidere plant employees.
Chrysler had proposed a similar trust
fund remedy in lllinois days before its fil-
ing with Michigan, but the lllinois Indus-
trial Commission has not ruled on the
proposal nor suspended the revocation
order.

In lllinois, where workers compensa-
tion benefits cost the firm nearly $2 mil-
lion, Chrysler also is willing to reduce its
self-insured retention to $250,000 from
$500,000, according to lllinois counsel for

Continued on page 30

brainstorm

buyout of management

By KATHRYN J. McINTYRE

CHICAGO--Clients of International Risk
Management Ltd. and other Fred Reiss ven-
tures are brainstorming a plan for preserving
the well-oiled operations if and when Mr.
Reiss wants out.

A client purchase of the captive manage-
ment facilities including IRML, American
Risk Management and European Risk Man-
agement is a possibility, Business Insurance
learned.

Client discussions, spurred late last year
by word that Aetna was talking to Mr. Reiss
about purchasmg his operations, are cooling
down somewhat since Mr. Reiss told clients

in December that no sale is planned.

"There was a collective sigh of relief when
he said he'd be the owner for the next several
years," one client reported.

But there is still interest among some eli-
ents in "doing something," several Reiss cli-
ents told Bl. Because nothing is certain, ev-
eryone interviewed asked not to be identi-
fied. Mr. Reiss could not be reached for com-
ment.

The Reiss operations are known best for the
pioneering work of organizing and managing
the huge property insurance pool Hopewell In-
ternational Ltd., a Bermuda company now
owned by 34 major corporations.

Continued on page 8
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The Jan. 9 fire at Beachview Rest Home in Keansburg, N.J., killed 30 residents.

Codes questioned
after rest home fire

By MARY ANN MATLOCK

KEANSBURG, N.J.-At least two under-
writers are bracing for claims after a fire lan.
9 at Beachview Rest Home here killed 30 el-
derly residents and again raised the question
of the adequacy of state fire codes.

. Insurance Co. o f North America insures
the 80-year-old facility, which housed 110
persons, for $400,000, said a company
spokesman.

* Interstate Fire & Casualty Co. under-
writes $100,000 of the owners, landlords and
tenants bodily injury coverage, $25,000 of
property coverage and $300,000 of profes-
sional liability coverage, according to Prin-
ceton Risk Managers Inc.

- The remainder of the insurance, be-
lieved to be in the excess/surplus markets,
was placed by the Captain's Agency in Bel-
ford, N.J. It declined to detail the coverage.

No damage estimates were available.

Insurance questions, however, are not the
focus of this fire investigation, which has
federal, state and county officials in New
lersey examining regulations for boarding

homes for the elderly for the second time in

less than eight months.

In July, 23 persons died in a fire at Brinley
Inn, an unlicensed boarding home in the
nearby shore community of Bradley Beach.

This disaster led to passage of regulations
calling for the licensing of boarding homes
that house an estimated 15,000 ofthe state's
elderly and former mental patients. The reg-
ulations also require sprinkler systems and
fire doors for facilities of three or more

floors.

The Beachview Rest Home, however, was
a combination two-floor shelter care board-
ing home licensed by the state health depart-
ment and a one-floor nursing home licensed
by the federal government.

Sprinklers were required by law in only
the nursing home portion of the building,
but that requirement had been waived.

No one died in this section ofthe building.
All 30 fire victims were believed to reside in
the two-floor boarding home, which re-
ceived an excellent rating by the state after a
July inspection.

"Beachview was not one of our problem fac-
ilities," said a state health department spokes-

Continued on page 26

Federal funds for HMOs to be reduced

By JERRY GEISEL

WASHINGTON-Proposed
HMOs should not look to Washing-
ton for any handouts to get rolling,
but health maintenance organiza-
tions that have relied on federal
loan money to make it through the
bumpy first years can count on
some continued support.

INn a major policy shift, the
Reagan administration will drasti-
cally cut or end
the seven-year-
old federal grant Allll-===l1A |
e . |
new federally

qualified pre- 3
paid health care - 11j ~—-1 _"*

| | Fa i =
would leave the "E i

Private health ....

are industry to

program

plans.

bear the cost of Veit
funding new HMOs.

"We see the handwriting on the
wall,"” Boyd Thompson, executive
vp ofthe American Assn. of Foun-
dations for Medical Care, told the
fourth annual HMO National Pol-
icy Conference here last week.
"The current (grants) program
probably will not continue.”

It looks like there will be no new

starts,"” said James Doherty, ex-

ecutive director of the Group
Health Assn. of America. Grants
since 1973 have totaled $128 mil-
lion.

But while federal HMO grants
may be victims of the Reagan
administration’'s drive to cut fed-
eral spending on all fronts, the fed-
eral HMO loan program will con-
tinue.

The Reagan health transition
team has said the new administra-
tion will support legislation to
shore up the rapidly depleting
HMO loan fund, said Mr. Thomp-
son. That loan program has
pumped $177 million into HMOs
since 1973.

But the amount of money avail-
able could be less than that pro-
mised by the Carter administra-
tion, said Howard Veit, director of
the Department of Health and Hu-
man Services' Office of HMOs. The
1981 federal budget drafted by
Carter aides tripled HMO funding
to $69 million from $23 million in
1980.

HMO experts who believe the
federal loan program is vital to the
financial stability of fledgling
HMOs doubt that level of funding
will continue under President

Reagan.

"We need to protect previous in-
vestments in HMOs," Mr. VVeit
stressed.

Nine federally qualified HMOs
have gone bankrupt. Of HMOs not
federally qualified, 60 had folded
by the end of 1979 (BI, Nov. 17,
1980).

There now are 117 federally
qualified HMOs and about 250

HMOs altogether.

Mr. Veit says the Reagan ad-
ministration will tackle the follow-
ing questions on HMOs:

. Will the federal HMO office
have authority to approve new
HMOs or should HMO develop-
ment be left to the private sector?

. How much money will be
available to expand existing pro-

grams?

. How can HMO regulation be
streamlined?

. How can subscribers be pro-
tected from being stuck with enor-
mous medical bills if their HMO
goes bankrupt?

The new administration will set
the stage for vastly reduced federal
HMO regulation, Mr. Veit says. -

Workers warned about risk

WASHINGTON-Employees be-
ware: Belonging to an HMO could be

unhealthy for your pocketbook.

That is the warning from Hewlett-
Packard of Palo Alto, Calif., to its 7,500
employees enrolled in 28 health main-

tenance organizations.

They are being told they may be
stuck with thousands of dollars in un-
paid medical bills if their HMO goes

bankrupt, and their employer will not
bail them out, said Hewlett-Packard

benefit manager Art Young.

He concedes the warning probably
has caused some Hewlett-Packard em-

ployees to shun HMOs.

But Mr. Young defended the warn-
ing before an HMO conference last

week sponsored by the Group Health
Assn. of America and the American

Assn. of Foundations for Medical Care

Inc.

"It's my job to ensure that employ-
ees are offered safe plans,” he said.

"It is not acceptable to offer such

the risk," he stressed.

plans without informing employees of

The company, which employs 41,000
and has been a major backer of HMOs,
has reason to look more cautiously at

the prepaid health care plans. About

250 Hewlett-Packard employees were
stuck with $250,000 in unpaid medical

bills when the ChoiceCare health

maintenance organization in Fort
Continued on page 26

Art Young warns of
H MO risks.
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Dental plan covers R.1

RHODE ISLAND state employ-
ees are starting 1981 with a new
dental plan underwritten by Delta
Dental of Rhode Island.

The Level | plan provides full
payment for two examinations per
year, X-rays, cleanings, one
fluoride treatment per year for per-
sons under age 19, fillings, single
root canal, simple extractions,
denture repairs and emergency
treatment up to a maximum pay-
ment of $500 per person per year.

The state pays the total cost of
the coverage for its 16,000 employ-
ees, which averages about $64 per
employee annually, says Charles
Marwell, chief of employee bene-
fits for the state. A dependent eov-
erage option is stillin the works. In
1982, the state will begin picking

up the cost ofdependent coverage,
he said.

NOW...

benefit beat

Delta Dental beat out about 10
other insurers in bidding for the
state contract, which also includes
vision care coverage by Blue
Shield of Rhode Island, starting in
1982.

Two other states, meanwhile, are
planning dental benefits for state
employees.

In California, the State Employ-
ees Dental Care Act includes a
statement in support of dental care
for state employees. But no plan
may be implemented until funds
are appropriated in a later law.

A new Hawaiilaw amends a 1980
law authorizing dental benefits for
children of state employees. The
amendment requires employees to

enroll their children in a dental
plan to which the employee be-
longs or in a special plan es-
tablished by the state. The Public
Employees Health Fund is re-
quired to finance dental benefits
for state employees' children un-
der age 19.

Fee ceiling

Blue Cross & Blue Shield
United of Wisconsin will place a
9% ceiling on increases in prevail-
ing physician fees for medical, sur-
gical and diagnostic services dur-
ing the next 12 months, it has an-
Nnounced.

Since 1966, the BC & BS has lim-

state workers

ited increases in prevailing fees to
the approximate increase in the
Consumer Price Index for all
items, the plan says. In the three-
year period ending last month, the
plan held increases in prevailing
fees to 25.5%, nearly 13% lower
than the CPI, says Leo E. Suycott,
president and chief executive offi-
cer of the plan.

Premium increase

Crain Communications Inc. in
Chicago, publisher ofBusiness In-
surance and several other business
publications, will absorb a 15% in-
crease in its premiums for its em-
ployee health insurance plan un-
derwritten by Connecticut Gen-
eral. The total rate increase for
both individual and dependent
coverage is $47,746.

TO ANALYZE YOUR LOSS RESERVES

Ernst & Whinney introduces RESCOMR a remarkably flexible time-
sharing system to help property/casualty insurers more accurately
project loss reserves.

If you're in the property/casualty insur-
ance business-or are a risk manager-
you're keenly aware of the challenge of
estimating less reserves. And you know that
having too little-or too much-can dramati-
cally affect your current bottom line as well
as your future operations. To help you meet
this challenge Ernst & Whinney has devel-

oped RESCOMR

RESCOMP-a more expert tool for your

experts' use.

RESCOMP is a sophisticated new time-
sharing computer program that will enable
your loss reserve analyst to translate the mass
of claim and premium data now in your files
into meaningful analytical formats.

Three years in development and use,
RESCOMP is an exclusive service of Ernst
& Whinney. an international accounting firm
serving more than 1,300 insurance organiza-
tions worldwide. It is the on/y loss reserve

The First Comprehensive Textbook

on Loss Reserving

Ernst & Whinney is dedicated to serving the property/casualty industry. Our
publication Loss Reserving: Properry/Casualry insurance. a 500-page
textbook three years in preparation, is an unprecedented compilation of
current industry practices and techniques in loss reserving. it will be offered
at a cost of $75.00 when published in early 1981. To reserve a copy, check the

third box in the ccupon at right.

projection and analysis system available to

you through licensing.

RESCOMP answers your pertinent loss

reserving questions.

RESCOMP enables you to analyze and
project data, rather than merely process it.
Quickly and economically, you can examine
numerous variables impacting on your loss
reserves. RESCOMP gives you the power to
evaluate the effects on claim costs of changes
in frequency, severity, loss development

patterns and inflation.

RESCOMP's one-time licensing fee
includes a 3-day orientation seminar. In
addition, Ernst & Whinney's experienced
professionals are available to consult with
you in developing a sophisticated claims data
base that will let you take full advantage of
RESCOMP's versatile capabilities.

Return the coupon today for more
information, or to arrange for a RESCOMP

demonstration.

1 Ellj 55
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To James F Z|d National Ditector of Insurance |
2000 National City Center, Cleveland, Ohio 44114

1Y, | wapt 10566 AOW.RESGOMR. san nelp me estimate loss
C I'mnot interested inademonsration at thistime, butplease send me
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El Please reserve : copy of Loss Reservmq Propertg/CasuaIty[

insurance at §75 00 and send it to me when pub

when the book is sent.

Name
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Address

City
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area code

Beb1 limeof day lucallym,
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Crain pays $490.20 per employee
per year for individual coverage;
employees pay no premiums. The
company also pays $700.50 per em-
ployee per year, or approximately
66%, o f the cost o f dependent cov-
erage.

The total yearly company ex-
pense for medical insurance is
more than $315,000.

BeneAt beat keeps insurance and
employee benefit managers up-to-
date on what other companies are
doing and informed of current de-
velopments in the employee benejit
field. We'd like to know if you've
made anv changes. Write Valerie
Berg, Business Insurance, 740 N.
Rush St., Chicago, Itt. 60611 or call
312-649-5430.

Tax-free

trusts get
go-ahead

By JERRY GEISEL

WASHINGTON - The signal is
green again for employers to use
tax-exempt 501(c)(9) employee
benefit trusts.

The yellow caution light flashed
last summer when the Internal
Revenue Service proposed new
regulations that threatened to
make the popular trusts unwork-
able (Bl, Aug. 25, 1980).

But the final IRS regulations
published in the Jan. 7 Federal
Register signal that growing num-
bers o f employers will become in-
terested in the trusts now that the

way is clear.

The final regulations guarantee:

< Employers will not have to set
up organizations to give employ-
ees control in the operation of the
trusts. Plans that have a bank as a
trustee, a bank or investment man-
ager of plan assets and an insur-
ance company or other third party
to administer claims will meet the
IRS test forindependent control of
the trust.

. Employers do not have to of-
fer the same benefits to employees
not covered by the trusts as they
offered to employees in the trusts.

. Employers can continue to of-
fer retired lives reserve benefits
through 501(c)(9) trusts. The fund-
ing of those benefits had been
thrown into doubt by the earlier
regulations.

"The regulations give a green
light to the trusts,” exulted Jim
Geld, managing consultant o f Wil-
Ham M. Mercer in Columbus, Ohio.
"l anticipate continued growth in
the area.”

A worried business community,
fearful oflosing the 501(c)(9) trust-
funding option, bombarded the
IRS with protests over the earlier
regulations.

At the end of 1979, there were
7,100 ofthe tax-free trusts, primar-
ily used to fund long-term disabil-
ity benefits.

Nearly every one of the 200 em-
ployers protesting the proposed
regulations lashed out at the issue
of control of the trusts. The earlier
regulations would have forced em-
ployers with dozens of different
unions to set up one organization
to represent all the unions in the
trust.

Employers and consultants told
the IRS it would be impossible to
appoint a representative to ex-

press the views of employees in
different locations and different

LU B e R = S ks u
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Municipal Liability
Insurance.

- Public Officials Errors & Omissions - Admitted Insuror

« Umits to $100,000,000
* Federal Law 1983 Coverage

Police Professional Liability
Comprehensive Liability Coverage

Please have your broker call today:

Bayly, Martin & Fay/San Antonio
RO. Box 17800, San Antonio, Texas 78217

1-800-531-7205+ 1-800-531-7224+ 1-800-292-5721 (Texas only)

comings & goings: buyers

Holland to administer

Houston firm claims

COOPER INDUSTRIES of
Houston has appointed Mark Hol-
land to the newly created position
of corporate claims administrator.
Mr. Holland is responsible for
product liability, auto liability and
other related claims. He reports to
Jim Martin, manager of property
casualty insurance. Before this ap-
pointment, Mr. Holland was em-
ployed with Wausau Insurance Co.
in Houston as a claims examiner.
He has a bachelor's degree in busi-
ness administration from South-
eastern Louisiana University.

Henry J. Corriggio has been

66Equifax Risk Management Systems offers you
themostconlpleteline of services available from

0 Richard L Maloney, CPCU, ARM

one source.

Youget in-depth riskand insurance management information-

Executive Vice President

support includes aComputerized Loss Administration and Statistical System- from Equifax RMS.

In all, we can give you help in six critical areas.

One of these is data processing.

With CLASS - Computerized Loss Administration and
Statistical System - you gain support in all phases of your
risk management and insurance program.

It's the most sophisticated on-line system available

Key benefits include lower costs, greater accuracy, more
even workflow, and fewer backlogs.

You'll find it easy to incorporate CLASS into your present
operation. That's because Equifax RMS technicians will
assist you with start-up, train your personnel, and take care can help me:
of any servicing needs. Most importantly, a complete
backup system is in place to minimize downtime.

But CLASS is only one part of the story.

You also get full support in these areas: (1) loss control
consulting/inspections and training (2) claims administra-
tion/regulatory compliance (3) rehabilitation (4) health

Name/Title
screening (5) employment checks.

. . Company
How can we help you? Our professional risk management Address
team will be glad to review your program, make specific City State

recommendations, and implement the plan of action you Business Phone ()

approve.

For complete information about Equifax RMS, call Rich
Maloney at (404) 329-9029. Or just fill out this coupon and
drop it in the mail today. We'll respond right away.

Professional services from tbe service professionals

EQUIFAX

Risk Managemen: Systems

1800 Century Blvd.
Suite 500A

Atlanta, Georgia 30345

Yes, | want to find out more on how Equifax RMS

O Please give me a call as soon as possible

[J Send me your ccmplete, in-depth brochure(s) on:

O Claims Administ-ation O Loss Control

0 Computerized Loss Administration & Statistical System
O Occupational Health Screening O Employee Screening
0O Rehabilitation Management

Zip

named chief of the insurance bu-
reau for the state of Florida. Mr.
Corriggio oversees an 80,000-mem-
ber self-insured health plan, an
82,000-member fully insured life
plan and a senior management dis-
ability insurance program. He re-
ports to Gilda H. Jacobs, director
of the division of personnel. Mr.
Corriggio, formerly chief of the bu-
reau of training, replaces Fred
Loopman, now staff director in the
office of the secretary of adminis-
tration. Mr. Corriggio has a master
of science degree in management
from the University of South Flor-
ida.

Betty Owens, 31, has been
selected to fill the newly created
post of director of employee bene-
fits at Max Factor & Co. in Holly-
wood, Calif. Ms. Owens is respon-
sible for the review, design and im-
plementation of benefits for both
domestic and international em-
ployees. She reports to William J.
Gibbons, vp-U.S. personnel and
employee relations. Ms. Owens
was previously employed as direc-
tor of compensation and benefits
in the Los Angeles home center
division of New York-based W. R.
Grace & Co. That position was dis-
solved during a reorganization of
the company. She has a bachelor's
degree in psychology from the
University of Texas at Austin.

We'd |ike to report on staff
changes in your risk management
or employee ben€jits department.
Just drop a note to Joanne O'Hare,
Business Insurance, 740 N. Rush
St., Chicago, Itt. 60611 or call 312-
649-5482.

Investment

income not

high: NCCI

CHICAGO-Insurers don't earn
as much investment income on
workers compensation premiums
as policyholders suspect, says the
National Council on Compensa-
tion Insurance's top actuary.

"l think we can dispel the belief
and misconception that a lot of
money is made through invest-
ment income," Frank Harwayne of
NCCI told an lllinois Insurance
Department hearing here.

"The policyholder's expecta-
tions are based relative to the infla-
tion rate, but overall claims costs
and the cost of medical care are
growing at a rate faster than infla-
tion,"” he said.

The lllinois Insurance Depart-
ment is trying to develop a formula

for calculating workers compensa-
tion rates that allows a discount for

insurers’' investment income.

Interpreting 1979 data from
U.S. insurers, Mr. Harwayne said
the insurers earned an average in-
come from invested premium re-
serves equal to only 0.66% of stan-
dard earned premium after paying
federal taxes.

Income from invested loss re-
serves after federal taxes yielded
only 4.6% of premium for 1979.

Combining income from loss re-
serves and portions of premiums
available for short-term invest-
ment by insurers, U.S. insurers
earned only an annual average of
about 5.3% of premium.

"The income is just not signifi-
cant compared to the risks an in-
surance company takes," Mr. Har-
wWWwEaEavV INe sS=aid -



'TOY S 4US®doesn’'t

Kid around

Nobody watches over kids more carefully than
TOYS*US. And when it comes to insurance, they
don't play around either. They depend on the orga-
nization that companies like Ernest & Julio Gallo
Winery, Eaton Corporation and United VVan Lines
depend on. They depend on CSRU.

As a facility of The Continental Insurance Com-
panies, CSRU knows that risk management is
anything but fun and games. So we work hard with
producers to tailor-make primary, excess and
umbrellacasualtyinsurance andcash management
programs that suit the needs of their clients-
nationally and internationally.

And while no one can make your job child's play,
we can bring you the full range of Continental
products and in-house services. That includes re-
insurance, loss control and engineering and
industrial hygiene facilities, countrywide claims

service, services for captive insurance companies
and ocean and inland marine insurance.

without us.

VWhen you need us, finding us isn't a game of
hide-and-seek. We've got offices across the country
eager to review your agent's or broker's proposals,
and help put them into action.

Ask your agent or broker to show you how, and
why, CSRU has grown up from the new kid on the
block to the market hundreds of brokers, agents
and companies shop at. Or Write: R. H. Dorgan,
Vice President, Continental Special Risk Under-

writers.(CSRU), 83 Maiden Lane, New York, #/
Takealookattheriskswetake. 4

CSRU 45™.

Continental Special Risk Underwriters
83 Maiden Lane, New York, N.Y. 10038

A facility of The Continental Insurance Compan,es: subsidiaries of The Continental Corporation
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AUTO FIRE MARINE

SUBROGATION

BENNETT & BENNETT

Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation

Claims. Current status reports-Reasonable contingent fees.
Send for FREE Brochure

Home Office: 769 Northfield Avenue
West Orange, New Jersey 07052
New York

(212) 926-2824

Florida

(305) 371-8234

New Jersey
(201) 325-0033

Pennsylvania
(215) 563-2168

66 Dear IRI

Clients discuss purchase

Continued from page 3

The owners and other clients in-
sure property risks with Hopewell
to the tune of $80 miillion in pre-
mium volume annually and in-
volving more than 100 worldwide
reinsurers. Some captive clients
act as reinsurers of Hopewell, se-
curing unrelated risks for their
captives.

Among the owners of Hopewell
are Sperry Rand, TRW, Scott Pa-
per, Genstar, Consolidated Foods,
Firestone, Weyerhaeuser, Mead,
Archer Daniels Midland, Eaton,
Eli Lilly, Celanese Corp., Owens-

lllinois and other' U.S. and foreign
multinationals. International Har-

vester has pulled out as a Hopewell

owner.

At least a half-dozen Reiss
group clients have talked about a
possible purchase of the Reiss cap-
tive management operations, Bl
learned, but "there is no form yet
to any group," one Hopewell client
told BI.

"There is interest among some of
the Reiss clients to put together

something. We don't know what,
but we don't want another insur-

As my compankFS risk

manager,

| need to know

more about Pre-Emergency
Planning and the new

federal regulations™.

IRI can help. We have a wealth of knowledge and ex-
perience in the area of Pre-Emergency Planning. And we've
developed a new program for insureds, called PEPlan. It's
a simple, "how to" series of suggestions that will help you
prepare your own plan for emergencies. At the same time,
it will help in meeting federal regulations for an emergency

action plan.

IRI can also help by rewewmg your f7 .

current plan, or developing one
where none exists. To find out how

Industrial Risk Insurers can assist
you and your company in Pre-
Emergency Planning, send in the
coupon below.

*OSHA
revisions, 29CFR

Part 1910, Subpart L,
effective December 11, 1980.

lihaustruu

lpSurers

I'd like to know more about PEPIlan. Please send me

your-free; t2-page brochure, "PEPIan. Your people

Name

TINA

Company

Street

City State lip

IndUistrid RigK THeGrErs “65 WoodHnd Street,

Hartford, CT 06102.

61119

. We can help.

ance company to come along and
buy him out. It wouldn't be in the
interest of the group.”

Another client explained that
any major insurance company
with tax, regulatory and share-
holder-interest burdens would
have to charge more for services
than currently charged by Mr.
Reiss, who enjoys the low tax and
regulatory benefits of Bermuda
and sole ownership.

"There are three key aspects to
the operation," said another client.
"The management company and
its employees, the client group and
the reinsurers. We can't break that
uUP.

"There's some interest in the eli-
ent group purchasing the manage-
ment company,"” he said. "I'd
like to see the interest continue,
but it's unknown what will hap-
pen.”

A couple clients, however, say
that while they don't want to see a
major insurer move in, they aren't
interested in purchasing the com-
Pany.

A high price could deter a client
purchase, one client noted.

The Reiss operations are wide-
ranging. IRML in Bermuda is a
subsidiary of American Risk Man-
agement, a New Jersey-based firm.
Reiss-related companies are in-
volved in the management of
United Insurance Co., a Cayman
Island-based casualty insurance
company owned by 27 companies,
and another Reiss-related com-
pany, Transnational in the Cay-
man Islands.

United includes a risk-shifting
pool for clients that takes in and
retrocedes about $100 million an-
nually in premiums and it under-
writes another $60 million in third-
party risks, much of which is
ceded to the company by rein-
surers of Hopewell.

Counting Hopewell, United and
captive management clients, Mr.
Reiss has more than 100 clients,he
said recently.

Besides the prospect of a sellout
to a major insurance company,
some clients have expressed con-
cern about the management suc-
cession should "Mr. Reiss come to
an untimely end," as one client put
it.

Other clients say they are confi-
dent a plan of succession is in
place to keep IRM going.

The news of a possible sale to
Aetna also spread rumors that em-
ployees leaving IRM and ARM
were doing so out of "sellout fear."

Donald F. Muldoon, the best-
known employee to leave the
Reiss group recently, denied that
motivation. "l left to form my own
company, Donald F. Muldoon &
Co. in New York," he told Bl. The
plans for the company predated
the Aetna discussions, he said.

The new Muldoon company will
act as a specialized broker for cap-
tive insurers, Mr. Muldoon said. As
a general agency for Transit Casu-
alty Co., Donald F. Muldoon & Co.
can arrange policy issuance and
excess of loss and aggregate rein-
surance protection for captives
with Transit, he said.

The company also is working
with other managing general
agents, advising them on how to
set up their own captive insurers to
insure some of the business they
now place with other insurers.

"It's a natural extension of the
captive evolution,"” Mr. Muldoon
suggested. An MGA has the same
control over good risks from cli-
ents that a risk manager has over
corporate risks, he says. MGAs
should profit from that business
and not just through existing
profit-sharing agreements with in-
surers, he argues.

Joining Mr. Muldoon from ARM

is Domn Mosier. -
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editorial opinions

Extinguishing arson

aDD DICK Tracy to the list of "public

-£-1 figures" who would like to solve social
problems by tinkering with the insurance
product.

We're used to someone suggesting the
forced purchase ofinsurance to solve a so-
cial problem. But now we have a comic
strip character suggesting insurance buy-
ers' rights be limited to stop arson.

In case you missed it, we're reprinting
here the crime-stopper Tracy's advice on
how to solve the arson-for-profit problem.

Saying fire insurance policies should pay
only when the building is rebuilt is not
practical advice for solving the arson prob-

lem.

First, it's eco-
nomically impossi-
ble. INnsurance
written on an ac-
tual cash value pol-
icy wouldn't even
coverthecostofre-
building. Replace-
ment value insur-
ance is more ex-
pensive and
wouldn't always
available.

Second, forcing
property insurance
buyers to rebuild
to collect insur-
ance proceeds also
would unfairly re-
strict business's
options to reassem-
ble the pieces after
a major loss. We
can think of many instances which a busi-
ness might be better off not rebuilding a
burned-out structure and using the insur-
ance recovery for another purpose.

Consider a small business, owned by an
aging couple, that burns to the ground.
Liquidation for retirement was just a few
years off. Why deny them the option of not
rebuilding?

Consider a large business with an aging
plant making a marginally profitable prod-
uct and another pressing cash need at the
time the building burns. The plant's and
product's days were numbered anyway.
Why force the company to rebuild that
building?

In each case, the company has.paid pre-

business insurance®

the national newsweekly of loss prevention, risk financing and benefit management

NOT UNTIL EVERY STATE
PASSES LAWS SO THAT
A LANOLORD COLLECTS
INSURANCE ON A FIRE-
DAMAGED BUILDING
ONLY

REBUILDS IT. /

miums for insurance and it deserves to col-
lect the benefits whether or not it rebuilds.

The insurance policy is protecting the cor-
porate assets invested in the building not
j ust the building.

Both our scenarios of legitimate reasons
not to rebuild also could be prime motiva-
tions for torching the buildings, we admit.
If the insurer and police suspect arson,
they should investigate, pursuing it with
Tracy-like tenaciousness.

More cooperation between insurers and
police to pursue arson investigations
would help convict the guilty and deter the
tempted. Laws restricting that cooperation
in the name of privacy protection should

be amended to al-

low fair pursuit of
criminals.
Investigations
before issuing an
insurance policy
would be even bet-
ter.
I I: H E A INnsurers could
use a little of the
paranoia inherent
in Dick Tracy
crime-stopper
tips-like his warn-
ing that people
who drive around
with their car win-
dows halfdown are
trying to conceal
their identities.
INnsurers should
get a little more
paranoid about un-
derwriting property insurance and beef up
their underwriting. Thorough property in-
vestigations and background checks on
policy buyers will sniff out potential fires.
The National Assn. of Insurance Com-
missioners is offering insurers sound ad-
vice on solving the arson problem by sug-
gesting the kind of underwriting informa-
tion that should be gathered in arson-prone
areas. We caution insurers not to overreact
and stop underwriting in these areas.
Meanwhile, Dick Tracy is doggedly pur-
suing the arson theme. Despite the short-
sightedness o f his advice, it's encouraging
to see that the arson problem is getting ex-
posure. When a topic hits the comics, you
know it gets attention.

letters

Business Insurance welcomes letters >om its readers. Please keep your
comments as brief as possible and we reserve the right to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ilt. 60611.

Don't take statements lightly

To the Editor: | hope that the
statements Peter Downes made in
the Speaking Out column ("Call
this liability theory a 'rip-off' B,
Dec. 29, 1980) are not taken too
lightly because of your reference
to his writing of "columns of sat-
ire." These situations do arise, and
not only in the liability field.

Not long ago, something similar
occurred with one of our group
medical claims. A covered em-
ployee underwent minor surgery
in a hospital. Somebody did some-
thing which caused the patient to
suffer serious damage of a perma-
nent and irreparable nature.

The group medical policy was
written under a retrospective pre-
mium arrangement so that the em-
ployer was ultimately liable for the
premium to offset the approxi-
mately $40,000 of reimbursable
medical expenses incurred by the
employee. When the time for pay-
ment of this premium arrived, at-
torneys representing the employer
contended that this additional
amount was not due us because we

action line

should not have paid the claim on
thegroundthattherewasmalprac-
tice involved, an allegation that
they would be testing in the courts.

It took about six months to con-
vince them that, as a group insurer,
we have no choice but to reim-
burse medical expenses to the ex-
tent provided under our group
medical policy, regardless of
whether malpractice is alleged or
even determined to be involved or
not; and that moreover, we are not
in a position-nor would we want
to be-of determining the pres-
ence or absence of malpractice in
each and every claim brought to
us.

Fortunately, their contention
never went beyond the conversa-
tion and correspondence stage,
nor did it ever reach the courts.
But the thought was definitely

there.

George Brummer
Senior vp
Zurich-American Insurance Cos.

Schaumburg, Ill.

Need benefits skills?

CEBS program can help

Periodically, you have articles
concerning continuing education
for employee benefit specialists. |
would appreciate any additional
information you could give me
concerning educational oppor-
tunities that may be available
through correspondence courses
on this subject.

Also in your Jan. 5 issue, there
was an article concerning courses
through The Wharton School at
the University of Pennsylvania
and the International Foundation
of Employee Benefit Plans that
would qualify a successful gradu-
ate to become a Certified Em-
ployee Benefits Specialist. Any
additional information on that
program would also be appre-
ciated.

Jack L. McAbee
Vp-customer service
Blue Cross & Blue Shield

of Florida

Your request for information on
benefits correspondence courses
indicates you are interested in con-
tinuing your education without at-
tending formal classes.

In that case, the CEBS program
sponsored by The Wharton School
and the International Foundation

DONALD A. WALSH,
Advertising Director-New York
(212-986-5050, Ext. 15)

of Employee Benefit Plans that
you mentioned would be of inter-
est to you.

The program, which began in
1977 and awarded its first em-
ployee benefits specialist certifi-
cates in November, includes 10
courses of study and correspond-
ing examinations. All 10 exams
must be passed to qualify for the
CEBS designation.

But what might interest you
most is that the study program can
be pursued through independent
study at your own pace. Prepara-
tion for the exams also can be ac-
complished through formal
classes offered at several universi-
ties and through group study ses-
sions.

Each of the 10 courses is com-
plete in itself and none is a prereq-
uisite for any other. Exams are
scheduled in January and June at

centers throughout the United
States.

Action line will answer readers' re-
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Nobody responds to fire insurance better than we do.

Our underwriters come on like a house

on fire.

Because instead of wading through
bureaucratic gobbledegook, an American
Home/National Union underwriter has the
authority to make decisions.

This extra flexibility is also what
makes our Commercial Multi Peril cover-
age so interesting.

For example, everyone claims they
can tailor-make a policy for you. But if
they don't offer a wide range of under-
writing approaches and services, how can
they offer a wide range of tailoring?

A Member Companyof American International Group.

We can.

We also offer workers compensation
and commercial auto along with our
Commercial Multi Peril Package.

Best of all, American Home/National
Union can wrap up packages that other
companies couldn't even begin to tie.

Which is one of the reasons the AIG
companies are the fastest-growing major

Commercial Multi Peril market in the U. S.

So whether you need fire or Multi

Peril, call American Home/National Union.

You'll find the speed of our response
positively alarming.

For more information about Fire &
Commercial Multi Peril Insurance, write:

The AIG Companies, Dept. A, 70 Pine Street,
New York, N.Y. 10005.

Name/Title

Company

Address

City Stgte
Zip Telephone

811-19

The AIG Companies.

Let us take the risks.
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,McCRACKEN COMPUTER, INC.

2 Militia Drive « Lexingmn, MassachuettS 02173 « (617) 862-3083

Rig move poses

By JOHN MILLER

ters are preparing for the costiest
marine risk their market has ever
faced: The towing of the huge
Stat:jord oil platform from its con-
stru Dtion site in Norway to the
North Sea this summer. Coverage
is estimated at $1.25 billion.

market challenge
LONDON-Lloyd's underwri . london line ,

platforms is estimated at $750 mil-
lion. Insurers in the United King-
dom and elsewhere are being ap-
proached for additional coverage.

The platform has been covered Search for suspect

in the United Kingdom since con-
struition began three years ago,
with capacity provided by a Lon-
don master drilling rig contract
pool ofLloyd'sand marine compa-
nies.

Extra coverage has been short,
however, because the U.K.
market's capacity for major oil

Youelected toselfinsuretocontrol costs
Now youwantasystemtomanage escalating claims

The solution:HCMS
A new Health Claims Management System from ISA

Specialists insolving insurance administrationprob-
lems, ISAs software professionals have developed a solu-
tion to health claims processing, so row self insured com-
panies and third party administrators car- manage claims
processing and stabilize spiraling administrative costs.

1 Simple, everyday language makes HCMS easy

to learn, easy to implement. Length¥, ccmplex insurance
paperwork is uncomplicated by HCMS. Just three video

screens processpastredicaland dental Caims.on errors

1 are another major advantage ofHCMS. Automat.cally acl.

judicating claims, HCMS provides documen[ tracking
from entry to automatic check and lette. writing.

On.line cl,ims data base lets u check immedi-
ately for eligibility, policy provisions pending claims,
etc., and it permits immediate response to claim status
questions.

Staff training

foundation of ISAs

reputation and HCMS | 1*\'

"4
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demonstrates why. We regularly offer small, personalized
classes in the use and maintenance of the system for users
and data processing staff. ISA User Group Seminars dis-
cuss developments in health care and insurance claims and
determine the direct.on of future system enhancements.

A phone call answers questions, solving im-
mediate problems. Just ask one ofour data processing
analysts or application professionals. On-site visits can be
arranged ifdesired.

Documentation, state of the art news keep
you informed. In addition to HCMS documentation, a
usernews letter tells you about system enhancements and
trends in health claims processing.

Tested and proven by Leaders in health insur-
ance, HCMS is mcrz than a system. It is service -backed
by more technicians and professionals in education, sys-

tem design and support
. 1 than any in the indus-
try. When you buy
HCMS, you acquire

r*611:]iliB
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| INSURANCE SYSTEMS«

OFAMERICA, INC.
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Specialists in solving insurance administration problems. ---

6855 limmy Cart-r Blvd., P O. Box 47975, Atlanta, Ga. 30362. 404/449-3950
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An international search is under
way for U.K. insurance consultant
James Howey, 38, who is wanted
by the Australian government be-
cause of his links with Saltergate
Insurance Co. before its collapse
two years ago.

Mr. Howey is facing extradition
charges in the United Kingdom for
allegedly falsifying documents. He
jumped his $100,000 bail last De-
cemberjust before his case was to
be heard in court.

Fraud squad detectives in Lon-
don are hoping to question him
about his suspected connection
with a mglor Lloyd's marine insur-
ance syndicate that ran up claims
of more than $2 million in 1979.
Remsurance arrangements should
meet some of these losses, but
meanwhile the syndicate's 300
members are being called to help
the situation, under Lloyd's rules.

The syndicate was run by Ashby
& Co., a Lloyd's agency that
ceased business in mid-1979. Some
o f its risks were tied to such U.S.
nonmarine lines as trucking cow
erage and marine coverage for
docks and piers at some U.S. har-

bors.

Much of the business was rein-
sured with Commodore General
Insurance Co. of Hong Kong, in
whose London office Mr. Howey
was active as a consultant.

Lloyd's losses

Lloyd's syndicates will suffer a
$178 million loss on their 1979 ac-
counts, compared with a $310 mil-
lion profit for 1977, Lloyd's last re-
ported year, predicts stockbroker
Laurie, Milbank & Co.

"Prospects for Lloyd's have
never been so gloomy as they are
now, and the outlook is the worst
in its history," the stockbrokerage
adds in a survey of its world opera-
tions. But they expect 1978 ac-

counts to be reasonably the same
as in 1977.

Marine risks are blamed for
much ofthe downturn, as shipping
losses remain at a high level, but a
growing list of long-tail nonmarine
claims has heightened the
market's problems. These claims
follow Lloyd's tendency in the last
few years to go for such special
risks as computer leasing coverage
in order to fight off international
competition.

Fire damage

Insured fire damage in the
United Kingdom is expected to
reach $1.2 billion for lastyear com-
pared with $850 million in 1979.
This includes disastrous ware-
house fires in the earlier part ofthe

year.

Lloyd's bill

Parliament will know shortly
whether the proposed Lloyd's act
will face any m4jor challenge.

Under Parliament's rules, MPs
may soon express their views dur-
ing a three-hour debate on the bill
and will be able to go further into
the details of the bill in March or
April

Several controversial issues are
embodied in the bill, which would
set up a new Council of Lloyd's by
1982 for regulation purposes. .



“Professional liability?”

“My brokeruses the
same firm thatinsures

him. Shand, Morahan.
poay

#

Architects. Engineers. Lawyers. Accountants.
Data processors. Management consultants. Invest-
ment advisors. Bankers. Directors and officers.
Even insurance brokers and insurance companies.
They all share a common need: professional liability
insurance they can depend on.

Another interest all busy professionals share
is the desire to not have to give their liability expo-
sures a second thought.

Simply, they all need, and expect, the best
coverage there is. At reasonable cost, and compre-
hensively tailored to their particular liability
requirements.

Shand, Morahan & Company provides pre-
cisely this kind of custom-tailored insurance for an
ever growing number of professional firms. As the

 largest underwriting manager of errors and omis-
sions insurance in the U.S. we can take the worry
and concern—and possibly some of the cost—out of
your professional liability program. That’s because
our flexible, knowledgeable underwriting approach
allows us to design a policy to your precise, profes-
sional liabilaity needs.

We do it so well, in fact, that more and more
insurance agents, brokers and insurance companies
themselves are selecting us for their own profes-
sional insurance every day.

Next time you're discussing liability insurance
with a business colleague, or with your broker,
mention our name. You'll find Shand, Morahan &
Company is fast becoming synonymous with
professional liability programs of the finest order.
Simply because we design them that way.

-.. Shand, Morahan
D Bl & Company, Inc.

. Evanston IL 60201
9
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Carter establishes council on benefits

By JERRY GEISEL

WASHINGTON-President
Carter has signed an executive or-
derestablishing anew Interagency
Employee Benefit Council to de-
velop short- and long-term federal
policy approaches on employee
benefits, ERISA and other retire-
ment issues.

The benefits advisory council,
whose formation was recommen-
ded last year by the Office of Man-
agement and Budget in a report on
ERISA reorganization (BIl, Feb. 11,
1980), will be composed of repre-
sentatives from more than a dozen
federal agencies.

The council will be cochaired by
the secretaries of labor and trea-
sury.

The council, which will meet at
least three times a year, will:

» Develop and maintain an in-
ventory of employee benefit re
lated programs of the federal gov
ernment

. Submit annually to the presi
dent a review and evaluation of
ERISA's effectiveness as well as
proposals for its improvement.

. Analyze and advise the direc
tor of OMB on ERISA-related leg
islation proposed by the executive
branch, particularly regarding the
potential economic consequences
for the business community.

"There is a need for a single
forum where representatives of
the different federal agencies can
exchange information and discuss
issues," said lan Lanoff, adminis
trator of the Labor Department's
Office of Pension and Welfare
Benefit Programs.

The council, however, won't be
gin to get rolling until transition

problems of the Reagan adminis
tration are ironed out.

Risky investment

Committing more than 20% o f a
pension plan's assets to a single
real estate investment project is
too risky, a federal court says.

The U.S. District Court for the
District of Hawaii said a proposed
$750,000 loan by the trustees of the
Glass/Metal Assn. and Glaziers

and Glassworkers Pension Plan
for the construction of the Holiday
Country Club in Makaha Valley
Hawaii, violates ERISA's provi
sions on prudence and diversifica
tion investment.

"A commitment of 23% of the
glaziers pension plan's total assets
to a single loan subjects a dispro
portionate amount of the trust as
sets to the risk of a large loan," the
court said in issuing an injunction
barring the proposed loan.

"The evidence shows that the
plan trustees, lacking prior lend-
ing experience, failed to follow the
procedures which a prudent
lender would utilize and thus did
not perceive the dangers to which

HOSPITAL
BED DAYS

Health Insurance with

lower rates and higher
benefits through prior
authorization. Groups of

25 ormore- |FE|NSURANCE

COMPANY

(714) 963-3305 » (213) 592-4427
(801) 364-3499 « (714) 265-7117
(408) 996-9184

washington

they were exposing the glan," the
court added.

The injunction was granted after
the U.S. Department ofLabor filed
suit to block the loan. The glaziers
pension plan has assets 05$3.2 mil-

lion.

Coverage lacking

Less than half o f the work force
is covered by pension plans, says
the President's Commission on
Pension Policy.

About 48% of the work force par-
ticipates in pension plans, the
commission reports in "Private
Pension Coverage in the U.S."

Other findings include:

. 23% of the private sector work
force has vested in pension plans.

. Pension coverage increases
dramatically with income. Only
12% )f workers earning less than
$5,000 are covered by pension
plans, but 55% of those earning
$10,000 to S12,500 and 73% ofthose
earning $21000 to $25,000 are cov-
ered.

"The da:a illustrates the impor-
tance the commission has placed
on extending pension coverage :0
more workers," said executive
director Thomas Woodruff.

Plan officers sued

Three c fficers of associations

that manage employee benefit
plans are being sued by the Labor
Department to recover benefit
plan assets they allegedly mis-
managed.

Named in the Labor Department
lawsuit are Clarence Beam, Earl
Ray Eampson and Meredith Shaw,
officers of Transwestern Em-
ployer-Employee Benefit Assn.,
United Services Employee Benefit
Assn. and Merit Dental Plan. The
organizations are based in Everett,
Wash., and manage benefit plans
in Washington, California and Ore-
gon.

The defendants are charged with
using plan assets to pay them-
selves excessive amounts for man-
agement services and to pay com-
missions to agents who arranged

for plans to be administered by the
associations.

Under the Employee Retirement
Income Security Act, plan assets
may be used only to provide bene-
fits to participants and to pay rea-
sonable expenses of administra-
tive duties.

The defendants also are accused

offailing to obtain proper bonding
for persons handling plan assets
and failing to notify plan sponscrs
and participantsthat the plans had
insufficient funds to pay promised
benefits.

The Labor Department suit,
filed in the U. S. District Court :br
the Western District of Washing-
ton, asks the court to remove the
defendants as plan managers for
the associations.

The suit also seeks to have the
defendants reimburse the plans
for losses due to their alleged ac-

tions.

WHEN YOU START PINCHING
PENNIES ON HEALTH CARE
COVERAGE MAKE SURE YOU

PUTTHESGUE#C
ONTH RIGHT COSTS.
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Norwegian pool to pay $62.4 million

OSLO-A Norwegian insurance
pool will pay $62.4 million to a
drilling company as settlement for
the March 1980 drilling rig disaster
in the North Sea that killed 123
workers.

The payment to the Stavenger
Drilling Co. does not include pay-
ments to the families ofthe victims
on the Alexander Kielland, which
was used as a floating hotel (BI,
April 7, 1980).

The board ofthe insurance pool
has declared the rig a total loss af-
ter salvage attempts were called
off last month. U.K. marine insur-
ers expect to contribute heavily to-
ward the loss. Two-thirds of the
risk had been held in London with
the rest in Scandinavia and else-
where.

The capsized rig, currently float-
ing upside down, is believed to still
contain the bodies of 36 crew

worldwide

members who drowned when one
of the structure's legs broke dur-
ing a storm.

Expanded power

KINGSTON-The Jamaican
Parliament has enacted new
amendments to its national insur-
ance code that will expand the
powers of the courts and the su-
perintendent of insurance in con-
trolling amalgamations or trans-
fers of business.

Under the new measure, insur-
ers writing life-health policies
must secure the approval ofthe su-
perintendent before merging with
another company or transferring
the business to another firm, re-

The cost of health care coverage is actually

two costs. The retention costs (which cover

everything from administrative costs to re-
serves). And the cost of benefits. All too often,

only retention costs get much attention.

THE EXPENSIVE ASSUMPTION.

Some buyers make the assumption that the

cost of benefits will always be the same. After
all, the same people will get sick and incur the
same costs, no matter who the carrier is. So how

can there be a difference?

The fact is, there can be a big difference.

committed to containing bene-
fit costs. In fact, Blue Cross
and Blue Shield Plans are the

only ones whose scope and method of operations

ports the Daily Gleaner newspaper
here.

Government spokesmen said of-
ficials have been concerned about
protection of local policyholders
when a Jamaican insurer merges
with a company of another coun-

try.

India-China pact

NEVV DELHI-New India As-
surance Co. of Bombay. a public
insurer, and People's Insurance
Co. of China have reached agree-
ment for expanded operations be-
tween the two countries.

Under the agreement, New India
will get a large portion of the rein-
surance business in the antici-

Retention costs are gener-
ally only 5 to 10% of the total
health care coverage bill. If a
carrier simply assumes risk
and pays bills, there's no
control over the really big part
of your cost. The benefit costs.

Which is why Blue Cross 11'imICARE DOUAR

and Blue Shield Plans are so

pated wave of new industrial de-
velopments in China.

In exchange, the Chinese will
obtain advice and guidance in set-
ting up insurance operations, in-
surance techniques, personnel
training and loss prevention and
will share their expertise with
their Indian counterparts.

Pension protection

OTTAWA-The Ontario govern-
ment has passed legislation to pro-
tect pensioners' benefits by setting
up a Pension Benefits Guarantee
Fund to make up shortfalls in
benefits.

The legislation, effective early
last month, protects benefits ac-
crued while the worker was em-
ployed in the province, according
to a Johnson & Higgins/Willis Fa-
ber Ltd. bbulletim . .
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are broad enough to deal with the problem
effectively.

ITY ALREADY WORKING

Blue Cross and Blue Shield Plans often

have special arrangements with hospitals and

physicians supporting a wide range of cost
containment initiatives. This means value added

and lower benefit costs to enrolled groups.

In fact, over the past decade, programs like

out-patient diagnostic and same-day surgery
have helped cut the average hospital stay of
our subscribers by one full day. And saved

$1,250,000,000 last year alone.

So before you make a decision about your

group's coverage, contact your Blue Cross and
Blue Shield Plan Marketing Representative.

Otherwise, trying to save a little money could
end up being very expensive.

Wyitefoythe fne booklet:'The Most Effective

Health Care Pmtection For Your Employees:' Blue
Cross and Blue Shield Associations, Box 8008,
Chicago, IL 60680.

" Blue SHiglo@),

HELPING CONTROL ALLYOUR COSTS.

® Regisrered Serv.ce Marks 0/ the Blue C"$ Association
“Registered Service Marks of the Blue Shield Association

markets

Firm assists
self-insurers

iNn benefits

ALVIN J. SIMS & Associates of
Boston has been formed to special-
ize in services to self-insurers.

The firm will emphasize em-
ployee benefits services including
stop-loss coverages, claims pro-
cessing, claims audits, plan docu-
ments and ERISA compliance, but
also will provide workers compen-
sation services including excess
coverages, claims and programs
audits and group self-insurance
development.

Benefit plans include group
medical, dental, vision, short- and
long-term disability and legal.

Tennessee captive

Tennessee's fourth captive in-
surance company is open for busi-

ness.

Pinkerton's Insurance Co., a
wholly owned subsidiary of
Pinkerton's Inc. of New York City,
began business Jan. 1 with initial
capital of $750,000.

American Risk Management
Inc., a captive management firm,
also has opened offices in the
Nashville area at Maryland Farms,
Brentwood, Tenn. 37027. Ameri-
can Risk Management will oversee
the operation of Pinkerton's cap-

tive.

U.S. manager

New Providence Corp. of John-
ston, R.l., has been appointed rein-
surance underwriting manager for
North American business for the
Taisho Fire & Marine Insurance
Co. Ltd.'s U.S. branch.

New Providence Corp. is a sub-
sidiary of Allendale Mutual Insur-
ance Co.

Vp J.M. Faulkner will direct
New Proyidence's reinsurance
management of Taisho. Taisho is
headquartered in Tokyo and oper-
ates worldwide.

Acquisitions

Equitable of lowa Cos. in Des
Moines has completed its acquisi-
tion of the stock o f Massachusetts
Casualty Co. of Boston for $38.4
miillion in cash and short-term
notes.

Maryland Casualty Co. has sold
Fidelity & Deposit Co. of Mary-
land to a company jointly owned
by Swiss Reinsurance Co. and
Zurich Insurance Co., both of
Zurich, Switzerland.

Rollins Burdick Hunter Co. has
completed the acquisition of
Doagan Eader Reynolds & Whel-
ler Inc., a Seattle brokerage, for

unNndisclosed termis. .

car &
truckRental
Insurance

* Admitted Major Carrier

* Coast to Coast

* 15 years continuous stable
Rental Market

* Fast Quotes
* High Limits
*VERY COMPETITIVE RATES

(213) 653.5060

TWX: 910-3214361

ABEDFORD INSURANCE SERVICES INC.
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If you think you need more
specialists on your insurance problems,

The complexity of business today requires, more than ever before,
experience and specialized knowledge in protecting assets and managing
risks. As the worlds leading insurance broker, Marsh & McLennan has the
specialists to help you achieve the most comprehensive risk management
program for your organization.

Expert examination of your problems
We start by identifying and evaluating the exposures to risk particu-
lar to your company, to enable us to develop a program appropriate to your



special needs. This might involve traditional insurance coverage, self-
insurance, a captive insurance company, or a combination of these risk
management alternatives. We help you examine all possible funding options
to maximize cash-flow benefits. As your business grows and your risks
change, our professionals can help you modify your program accordingly.
Reducing risks and controlling losses

M & M Protection Consultants can evaluate your hazard-control pro-
grams in many areas, including workplace safety, fire protection, product
liability, and vehicle safety. Effective hazard-control programs can minimize
your exposure to losses and reduce your insurance premiums.

Professional development

Insurance brokers and other professionals at Marsh & MclLennan
participate in planned continuing education programs designed to maintain
the highest possible professional standards. So that we're on top of every
new development in the insurance industry, to serve our clients better.

Worldwide capabilities

Let us put our professionals to work in helping to solve your prob-
lems. We have more than 90 offices throughout the country, as well as a
worldwide network of subsidiaries and equity-affiliated companies.
Whether your business is domestic or international, Marsh & MelLennan
has the people who can provide the knowledge, experience, and negotiating
power to achieve maximum protection for your assets.

For more information, write for our booklet:
'Marsh & MelLennan: The Specialists” to
Mr. Robert Clements, President, Marsh & McLennan, /

Incorporated, Dept.30BI, RO. Box 839, Radio City /

Station, New York, NY 10101. i

When it comes to insurance, come to the leader.

Marsh &
McLennan

01980, Marsh & McLennan, Incorporated
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YOU '
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Your personal subscription b Business Insurance is a

Fill in and rrail to:

BUSINESS INSURANCE
740 Rush St., Chicago IL 60611

Please:

0 enter, Oforgnew, 0 €x-end my subscription to Business

Insurance

O 1 year $30 0 2 years $55.

Canada, Pan Am'erican end all other subsc-ibers outside the

N.Y. ruling limits

U.S. add $14 Feryearkr surface Postage. Europe and Middle

East 09/y add $32 year for air delivery:

O Payment elclosed. O Bill me. O Bill company.
Charge tof O Visa.

m MasterCard (Interbank # 1

Acct. # Exp. nito

fast, easy way to make sure you have full, factual and  sionan.re

unbiased news and information on the constantly
changing world of loss prevention, risk financing and
employee benefit management every week.

SUBSCRIBE TODAY

52 Issues ...A Full Year Is Only $30. Just 58¢
a Copy. Use the handy subscription card in this issue
or the coupon. Or phone 312-649-5221 if you're

in a hurry.
Business Insurance
740 Rush Street Chicago, IL 60611
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O Home or
O Business A Adreci
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0 | prefer not ti recelie intrmation oradvertisingby mail from=orn-
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ALBANY-Professional errors
and omissions policies cover pro-
fessional acts only and not busi-
ness actions, New York's highest
court has ruled.

In Schiff vs. Flack, the Court of
Appeals ruled Lloyd's of London
underwriters :lid not have to de-
fend a suit accusing Albert J.
Schi ff Associates Inc., a life insur-
ance agency, of stealing a
competitor's product.

The court upheld a lower court
ruling that Schiffs alleged action
did " not in any way suggest a
negligent act, error or omission in
the performance of any profes-
sional services."’

Schiffs attorneys contended
cover should apply because the al-

Howcan John HancocKs IGP

give multinationals thebest service inthe world?
Ask Mike Allan.

Mike Allan is John Hancock's Intemationai Group Program
Director of Sales and S€yvice for North Ameyican multinationals.

WHAT ENABLES IGP TO PROVIDE
BETTER SERVICE?

'I'ne fact is that we're the only net-
work with a substantial, trained staff
specializing in after-sales service. Pro-
spective clients often seem to assume
that. naturally, every network has this
capability. Ur_fortunately, it isn't neces-
sarily so. k fact when you're selecting
an international network, this can be the
sir)sle most important question you ask.
HOW IS YOUR STAFF ORGANIZED TO
MEET YOUR CUENTS' NEEDS?

The answer in our case is that, of the
17 people working full-time in Boston on
IGP sales and service for North Ameri-
can multinationals, fully two-thirds are
assigned to teams that work exclusively
for zxisting dients.

These teams are able to provide com-
prehensive service to each of their
accounts on a continuing basis. They
become very familiar with each client's
needs and have the resources zo solve
their problems. Furthermore, | believe

these teams are staffed with some of lie
best people in the busir-ess.

WHAT MAKES THE IGP STAFF
SO DIFFERENT?

They have the know-how and flexioil-
ity to do what works best. And because
they bring extensive experience from
diverse backgrounds including actu-
arial, underwriting and administration,
each adds expertise to the team effort.
In fact. two of our people were corpo-
rate international employee benefits
managers before joining us. Their in-
sights into the client's perspective are
invaluable.

Our ongoing training program ass,rias
that everyone stays current in the fast-
changing international employee bene-
fits environment. Because of IGP's
substantial size, we have more
resources that enab-e us to train cur
people thoroughly.

YOU REFERRED TO SIZE A COUPLE OF

TIMES. ARE YOU SAYING BIGGER IS
BETTER?

Not necessarily. Basically, the size of
our staff is geared to the vclume of our
business. But being bigger does allow
us to offer certain advantages.

Our team approach to service is a
good example. IGP dients are serviced
by teams. There's always a member of
the clienfs team available when he or
she calls with a question.

WHAT KIND OF SERVICE CAN YOUR
CUENTS EXPECT?

We believe the key to good service is
flexibility. Different clients have differ-
ent needs and we try to work together
with the a advisers and our Associate
Insurers to respor.d to each of them
effectively. Most clients place a pre-
mium on fast and accurate response.
That's vi,hat we aim to provide.

.2-4U Mikal Lfe lisurance Company

Boston Massachusetts

"International GrouT Program" and "IGP" are
registered service nia-k: of the J,ihr- Hancock

Mutual Life lisurance Company, Boston, MA 02117, USA.

"Ow team *roach to service assures evely IGP caent :hat toe'll be where we're needed wher.:08'ye needed."

E&O plan scope

around

the states

leged impropriety furthered the
firm's professional activities.

The court found Lloyd's had no
more duty to defend such a case
than it would to defend a dispute
"arising out ofa merger agreement
with a former competitor, or one
with the assured's landlord over a
commercial tenancy or even one
with a computer company which
services office equipment.”

Roy E. Pomerantz of Kroll, Kil-
larney, Pomerantz & Cameron in

New York represented lead under-
writer Alan Flack and other

Lloyd's underwriters. Schiff was
represented by Burton |I. Monasch

of Monasch, Chazen & Stream,
New York.

No malpractice limit
CONCORD-New Hampshire

doctors will be liable for unlimited
medical malpractice damages as a
result of the New Hampshire Su-
preme Court's overturning of a
1977 state law limiting damages.

In its combined ruling on six
separate cases that had challenged
the statute, the court objected that
the $250,000 limit on damages for
pain and suffering would not be
sufficient for the patients that
needed the money the most.

Attorneys for the doctors in-
volved have filed a petition for a
rehearing.

Cancellation report

ALBANY-Insurers issuing
professional medical liability poli-
cies in New York State must now
file a report of any policy cancel-
lations for reasons other than non-
payment of premiums, under an
amendment to the state insurance
law.

The Report on Termination
must be filed with the state su-
perintendent of insurance and
state commissioner of health
within 15 days after the end ofeach

month.

Work comp panel

NASHVILLE-A speciallegisla-
tive committee will study
Tennessee's workers compensa-
tion laws and hold hearings
through 1981 and likely into 1982.

The committee will study bene-
fits, costs of workers compensa-
tion, the wage-loss concept, self-in-
surance and self-insurance pools.
Also under study will be the state's
court-administered workers com-
pensation system. Unlike most
other states, which have industrial
commissions to hear workers com-
pensation cases, disputed claims
in Tennessee are heard in circuit
court.

The committee was authorized

by the state legislature in its clos-
ing session of 1980.

No discrimination

LITTLE ROCK-The Arkansas
Insurance Department has issued
new regulations prohibiting insur-
ers from discriminating on the ba-
sis o f sex or marital status in their
rates or benefits, as well as from
unfair discrimination in life and
disability insurance on the basis of
physical and mental disabilities.
Both regulations were effective
Jan. 1.

Effective Feb. 1, new regulations
will set minimum standards for
disability benefits. .



comings & goings: industry

James Kemper 111
heads central unit

LONG GROVE, lll.-dames S.
Kemper Ill has been named cen-
tral division president for the
Kemper Group, succeeding
Palmer App. who retired last
month after 43 years with the com-
pany

Mr. Kemper joined the company
in 1960 in a Los Angeles branch
office where he held a number of
underwriting positions. In 1968 he
transferred to Chicago as assistant
manager of commercial fire and
package underwriting and in 1971
was named underwriting manager
of the Chicago branch office.

Other insurer changes:

John J. Tickner elected assistant
vp in develop-

ment operations
at The Hartford
Insurance
Group. Mar-

guerite A. Har-

rington named

assistant secre-

tary in the group

management

services depart-

ment and-David Harrington
C. Sterling elected secretary in the
general liability department.

Ray L. Beneke elected vp-sales
in the general agency department
ofWashington National Insurance
Co. of Evanston, lll. Other promo-
tions include: Earl J. Borgeson to
vp-health insurance; John B. Pat-
ton to vp-sales in the district
agency department, and Duane E.
Williams to vp-government rela-
tions in the law department.

Alfred M. Cavallin appointed a
secretary of The Continental In-
surance Cos., headquartered in
New York. Mr. Cavallin is the se-
nior bond underwriting officer for
Continental's Pacific region, based
in San Francisco.

Howard P. Akerley named an
assistant vp ofthe New Hampshire
Insurance Co., responsible for the
commercial property multiperil
department.

Reinsurers

E.W. Blanch Co., a reinsurance
services company in Minneapolis,
has announced the following pro-
motions in the sales and service
department: John E. Galleger,
Richard E. Swager and Michael
G. Woll to senior vps and John A.
Corroon Jr., John M. Ginley,
Charles C. Hewitt Il and William

P. Windhorst to secretaries.

Other suppliers

Evelyn Toni Mulder appointed
assistant vp of
casualty risk
consulting at
Edward H.
Friend & Co.
consulting ac-
tuaries in Wash-
ington, D.C.

Anna W. Sum-
mers elected vp

and Marion

Searscon assis- Mulder

tant vp of International Risk Man-
agement Ltd. in Bermuda.

Agents/brokers

Richard L. Michelson joined
Fred S. James & Co. of New En-
glandin large account production.

David W. Jones elected vp of
Great Lakes Agency in Chicago.
Henry T. Marks elected vp-in-
ternational.

Jack D. Stewart elected vp of
Underwriters Safety & Claims
Inc., a Kentucky agency specializ-

ing in self-insured workers com-
pensation and self-funded medical
plans.

Candace J. Hallett promoted to
assistant vp of Lockwood, Dipple
& Green Inc. in Boston.

Sam Butler Jr. and Alfred L.
Williams promoted to senior vps
at Atkins Insurance Corp. in Little
Rock and Hot Springs, Ark.; Bill
Brookshire, Bill Bussey, Charles
Dillon and Norman Stacks pro-
moted to vps. Mary Colling, Ray-
mond Haynie, Charles K. "Bud"
Hughes Jr. and Marty VanPelt na-
med assistant vps. .
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{ Communications il I ¢Eyick-

At last, here is an informative handbook for making

benefit communications more effective!
Successful stgp-by-step techniques are revealed to

increase employee interest, understanding, appreciation and

prudent use of benefits.

erttoen bé{ award- wmmng creatlve director Dennis

this concise manual tells how to evaluate available
media, select a communications consultant, plan an effective
creatlve strategy, determine true costs and execute mes-
sages dynamlcall¥
t"also gives tips on how to gain management approval
oing conmunications budget, and much more.
ruly a valuable guide for any Benefit Man
$20.00, P&H and sales tax included. 30 day money back
guarantee. D&8 ra-ed firms may send P.O., others must
include payment. No CODs. 1
UPG Publications Division, Dept. 812, Box 700, Redwood City, CA 94064.
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" How 'Reduc’ Employc
N-L-1.CDmmunho,a

for an on

Billion
Dollars!

Lawson L. Swearingen

Chairman and

Chief Executive Officer

Thanks from all ofus at Commercial Union.
One Billion Dollars in written C

premium

. working on two, u

Tisitran 'c
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IN WORKERS'COMP CASES:

IRA REHABILITATION CAN SAVE

$10.55 IN CLAIMS FOR
EVERY DOLLAR INVESTED.

For over a decade, International Rehabili-
tation Associates (IRA) has been guided by
the principle of restoring pride, dignity and
the ability to work to injured employees. The
principle has sound economic benefits.

Through our success in bringing injured
workers back into the mainstream of produc-
tive society, accounts have experienced an av-
erage return on investment of over 1,000%

(based on a representative sample of more
than 57,000 individual comp cases over a
10-year period).

By any measurement, IRA is a results-
oriented service company. Economic concerns
have been central to our operations ever since
we originated the concept of"whole person re-
habilitation more than 10 years ago. Today, in
the face of dramatically escalating workers'



comp payments, these concerns continue to
direct our efforts. With a network of over
1,100 professionals, in 51 conveniently located
offices across the United States and Canada,
IRA can deliver its full range of service when-
ever and wherever needed.

Can you expect a potential ten-for-one re-
turn by referring comp cases to IRA? The an-
swer is yes: with both common-injury cases
and even more serious types. A key factor, of
course, is to get IRA into the picture early. Or
more precisely-at the point when claims per-
sonnel anticipate longer than normal recovery
periods for particular injuries.

IRA can then most effectively apply its
wide experience in developing rehabilitation
programs...in handling liaison between car-
riers and employers...in vocational place-
ment...in working with attorneys, medical

professionals and worker' families.

As the nation's largest and most skilled in-
dependent rehabilitation firm, we know that
what's best for the worker is ultimately good
business for the employer-and the insurer. We
pioneered an entire industry by turning theory
into reality. The dollars-and-cents reality that
is your best hedge against costly and pro-
tracted comp payments.

IRA brochures explain how our innovative
system of rehabilitation gives you financial
leverage in workers' comp cases-and with
liability and LTD cases as well. Contact:
George Welch, President, International Al-
Rehabilitation Associates, Inc., 985
Old Eagle School Road, Wayne, PA
19807 (215) 687-9450.

international rehabilitation associates, inc.



Now,there"s a simpler way
to INnsure boiler

and machinery overseas.

AFIA's new SIMPLEX program.

AFIA'S SIMPLEX boiler
and machinery program
makes boiler and machinery
insurance simple. It provides
coverage so quickly and
easily you'll be delighted.

Gone are the days of
exasperation and frustra-
tion. Gone is the list of
objects and inspections
required before quoting
and binding coverage.

Instead, with SIMPLEX
all that is required for
risks which qualify are
the property values. And
inspections can be
arranged after the risk
is bound.

That's all there is to it.
. Simple? YOU bet. Call AFIA'S

Nnearest branch for more

information about SIMPLEX,

the program that makes
international boiler and

machinery insurance
really simple.

ABIA. Ame,len late,national
Insurance Specialist.

AFIA

WORLDWIDE INSURANCE World Headquarters: Wayne, N.J. /U.S. offices: New YorkeBoston+-Chicago<Cleveland « Dallas
Houston-<Los Angeles-Miamis Minneapoliss San Francisco « SeattlesWash., D.C.
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Public pooling

lgnorance holds back many from joining

By Thomas J. Wander

THE QMINQUS expectations, of

tightened underwriting practices and
increased rates for 1981 are, in part,
spurring the continued interest by gov-
ernmental entities in alternative
methods to fund risk. Over the past
five years, it has not been unusual for
public bodies to increase property tax
mill rates, either as a result of drastic
premium increases or large uninsured
losses. Insurance and risk manage-
ment costs have grown from a rela-
tively insignificant budget item to a
cost exceeded only by payroll in many
public bodies.

Most taxpayers have been affected
by the lack of risk-funding techniques.
This factor alone demands risk man-
agement and insurance experts take an
active interest to see that governmen-
tal entities throughout the country
have new options other than the con-
tinued individual purchase of commer-
cial insurance.

Since 1974, when the Texas Munici-
pal League Workers Compensation
Self-Insurance Fund was established
to provide a pooling mechanism for
Texas cities, the pooling concept has
saved millions of dollars. Today, gov-
ernmental bodies including cities,
towns, counties, school districts and
other special districts are operating
pools in at least 15 states. Pools also are
being considered in seven other states.
In addition, a captive has been imple-
mented by the lowa Assn. of Counties
and is being considered by a number of
other state groups and two national
governmental associations.

While workers compensation is by
far the most common risk being
pooled, many pools are providing cow
erage in general, auto, E&O and profes-
sionalliability, property, crime and un-
employment compensation. A number
of pools even provide broad coverage
for civil rights liability.

Overall savings range from 15% to
45%. Yet with all the favorable aspects
of pooling (cost savings, broader cov-
erage, improved risk-control services
and increased stability of coverage),
many governmental entities are not
participating in pools, for three rea-

. Some larger public agencies have
established self-insurance programs
enabling them to receive the benefits
on their own.

. Some states do not allow political
subdivisions to pool risks.

. Some governmental entities have

Thomas J. Wander is
a staff consultant
with Risk Planning
Group Inc. in Dorien,

Conn.
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Governmental entities including cities, towns, counties and school dis-
tricts are operating pools in at least 15 states.

decided they are satisfied with their
commercial insurance programs.

The first reason is valid. Admittedly,
pooling is designed primarily for small
or medium-sized governmental risks
that cannot self-insure because of an
insufficient spread of risk. Large pub-
lie bodies with sizable exposure and
considerable capacity to self-insure of-
ten find that when pooling is available,
they are better off financially by estab-
lishing individual self-insurance pro-
grarns.

The second reason is less justifiable.
Perhaps the best example of the unac-
ceptability of this position is found in
New York State. Pooling probably has
been researched, analyzed and deba-
ted more in New York than in any
other state.

The New York Assembly Ways and
Means Committee undertook an exten-
sive study to determine the applicabjl-
ity and feasibility of pooling for local
governments. An excellent reE,ft en-

titled"Municipal Insurance Pools-An
Appropriate Alternative for Local Gov-
ernment” presented findings, conclu-
sions and recommendations in support

of pooling.

hile the.reporprovided syvidance

it noted that governments could not
take advantage of pooling until ena-
bling legislation was passed. And
while statewide public hearings voiced
virtually unanimc us support for legis-
lation to provide municipalities with
alternatives to address their insurance
needs, the Senate was unable to ap-
prove legislation even though the As-
sembly approved it by more than a 2-
to-1 margin.
Amongthereasonsforthefailurehas
been the effort by the Professional In-
surance Agents of New York. PIA
published a report urging its 11,000
members to oppose all legislation al-
lowing governmental bodies to share

risk. The opposition includes the state-
ment that "they (pools) are unsound,
both politically and technically and
they would irreparably damage the
present healthy marketplace for mu-
nicipal insurance in this state.”

There is some rationale for the third
reason. In some cases, a public body
will thoroughly evaluate a pool, com-
pare it to its current insurance program
and objectively decide it is better off
with the commercial insurance mar-
ket. Although such a scenario is possi-
ble, it is not common. When it does oc-
cur, the decision to remain is often in-
fluenced by the local agent and under-
writer suddenly developing a new in-
surance package competitive with the
Pool.

When a tax-supported agency opts to
wait and see how a new pool develops,
this may be the result of natural pru-
dence or, more frequently, a lack of
commitment or understanding of the
particular pool. There is no objection to
such a position, but the public body is
passing up cost savings and improve-
ments in its risk management pro-

grarn.

nforfunately..therg.have heen ns

unaware of a pool and its associated
benefits. In these cases, it may be be-
cause ofthe pool sponsor's lack of mar-
keting effort or relative newness of the
program.

While it is understandable from an
agency perspective, brokers and
agents who serve as consultants to gov-
ernmental clients may be in a question-
abl legal position regarding errors and
omissions liability by not informing
their clients of the pooling alternative
and objectively assessing the coverage,
cost and service o f the pool.

When political ties between a public
body and its agent or broker serve to
stifle pool consideration or participa-
tion, the result is deplorable. While it is
naive to think such actions will ever
stop completely, such political ma-
neuvering with sizable portions o f tax
dollars is only begging for political fall-
out and possible public officials' liabil-
ity claims as well as agents' and bro-
kers' E&O claims.

| hardly pretend that such plans are
panaceas for all public bodies. Rather,
I am encouraging risk management
and insurance professionals and tax-
payers to review the situation to ensure
all governmental entities are provided
with reasonable options to commercial
mnsurance.

It is especially important that these
options be available to public bodies
now, before the underwriting cycle de-
teriorates-and governments are
greeted with dramatically increased
rates and/or coverage reductions. Pro-
fessional insurance agents, brokers
and reputable insurance companies
need only look'at these alternatives as
competition, not necessarily a loss of

e f=ir e = = _ -
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Employee benefits will see
slowdown in federal rules

By Joseph L. Fromm

THE RRAGAN peesidency propably will affect em-

. Actions that may not happen.

. Results of general policies to control inflation.

. Direct actions.

President Reagan's successful campaign was based
on a promise to reduce the role of government. The
most important influence on employee benefits un-
doubtedly will be the result of what may not happen
in regulatory proliferation, national health insurance,
mandatory pension coverage and federal workers
compensation.

. Regulatory proliferation. Employee benefit man-
agers are hopeful their greatest burden-increasing
government regulations-will be eased. Regulations
resulting from such agencies and acts as DOL, IRS,
EEOC, OSHA, ERISA and ADEA have been time-
consuming and expensive.

A precursor of this may have been when the Equal
Employment Opportunity Commission put off regu-
lations to require accrual of pension benefits for em-
ployees working after age 65. Although the decision
was reached before the election, the candidacy of
Ronald Reagan may have been a factor.

Many key regulatory officials, however. are.career

appears unlikely that few, if any, existing regulations
will be changed or eliminated in the near future.

. National health insurance. A Washington-based
group on health indicated in a preliminary analysis of
the election impact that the chance of some form of
national health insurance legislation passing Con-
gress was enhanced under a Reagan administration,
perhaps because of past sponsorship of a catastrophic
health care bill by Sen. Robert Dole (R-Kan.), the new
chairman of the Senate Finance Committee. Most em-
ployee benefit managers, however, believe legislation
to replace or supplement group benefits provided by
employers would be inconsistent with President
Reagan's promise o f less government involvement.

. Mandatory pension coverage. The interim report
of the President's Commission on Pension Policy, is-
sued in May 1980, concluded that "serious consider-
ation should be given to the establishment o f a univer-
sal minimum advance-funded pension system." The
Reagan presidency and a more conservative Congress
undoubtedly would not be receptive to expanding
government's role in this area even if the final report
to be issued in February 1981 were to make this rec-
ommendation.

. Federal workers compensation, Sen, Harrison
Williams (D-N.J.) and outgoing Sen. Jacob Javits (R-
N.Y.) have since the early 1970s cosponsored legisla-
tion setting minimum federal standards on benefits
for on-the-job injuries or job-related iliness. Last year,
the White House publicly endorsed federal standards.
It appears likely the Reagan presidency will continue
to leave these benefits in the hands of state govern-
ments.

A second effect of the new administration on em-

Joseph L. Fromm is assistant trea-
surer and is in charge of risk man-
agement and employee benefits for
American Motors Col'p. in
Southfield, Mich.

ployee benefits would be the in-
tangible results of general poli-
cies, particularly in efforts to
bring inflation under control, All
benefits directly related to vaca-
tions or holidays or representing
wage replacements, such as pensions
and disability benefits, have in-
creased significantly as the rate of
inflation has increased.

A recent Johnson & Higgins
study showed pension costs
have increased more than 30%
during 1978 and 1979. In
every major round o flabor ne-
gotiations, the dominant issue
has been cost-of-living provi-
sions for pensions to preserve
the purchasing power of reti-
ree ncome.

A recent five-year sur-
vey by Bankers Trust Co.
indicated 70% of plans
studied provided cost-of-
living adjustments to reti-
rees--up from 64% in a 1975
study. In addition, pensions
based on a three-year final average
salary have increased to 16% ofthe
plans studied-up from 2% in 1975.

Inflation is a deeply embedded ele-
ment in the American economy. All
indications are that immediate solu-
tions will be difficult for the new presi-
dent. The erosion o f purchasing power
will pressure employee benefit man-

agers.

The Reagan presidency wilaffeg! ...

centives or by changes in Social Security.

. Tax incentives. Current tax policies and infla-
tion psychology discourage savings and fuel inflation.
One possibility is a change in tax polLcies to encourage
workers to save voluntarily and to participate in individual
or company-sponsored capital accumulation plans. This
could be done by reducing taxes on interest and divi-
dends or by permitting participants to make tax-free
contributions to a pension or savings plan.

The primary action of Reagan will be to make
income tax cuts. Tax incentives for voluntary
savings will be secondary and probably w:11 not
happen until the tax cuts and their effects on
budget deficits are clearly determined.

. Social Security. Recognizing the po-
litical implications of Social Security
benefits for 30 million recipients, Pres-
ident Reagan promised during the
campaign not to change existing
rules. Some changes may occur in
the formula for benefit increases to
retirees, later retirement age eligibil-
ity, inclusion of federal employees or
alternative sources of funding such
non-retirement benefits as Medi-

What would employee benefit
managers like to have happen?

Their most common request
would likely be for legislation to
reduce the paperwork overkill
and unnecessary costs genera-
ted by ERISA.

Ramifications of

Photo: Wide World
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Reagan's reign

OSHA to drop punitive role,
learn educational approach

By Jack B. ReVelle . "l propose. . to refocus on the real objectives of

the Occupational Safety and Health Act, and retarget

Tderl]ﬂclil I%Fbﬁ(éﬁéaaabl‘xglesgnagv\?rlqsel: OSHA's standards to a performance-oriented, com-
mon-sense approach. Current standards, which dic-

publican majority in the Senate may tate single methods ofmeeting goals, result in bureau-
very well undo the recent beginnings cratic nonsense that serves no productive purpose
of a respectable reputation for the Oc- other than to divert attention and funds from other
cupational Safety and Health Ad- safety and health priorities. Such rules are blind to the
ministration. differences among workplace operations and hazards.
Both President Reagan and his Instead, OSHA standards, such as those regulating
Republican Party platform have worker exposure to hazardous substances, should set

spelled out their positions re- a performance goal and help industry to develop com-
garding the frequently con- mon-sense answers for achieving that goal....
troversial agency and. the law . "Instead o f making a real effort to seek the coop-

that created it when President eration of the business community and local state

Nixon signed the billin Decem- agencies to improve workplace safety, the Carter ad-
ber 1969. ministration has too often assumed the role of the
The ramifications of the po- adversary. Instead, we must work for a state/federal

tential changes to OSHA  partnership which promotes true workplace safety
and amendments to the and greater cooperation between labor and manage-
OSHA Act are likely to ment.”

be extensive ifthe bill (S. In another statement earlier this year, President
2153, the OSH Improve- Reagan said: "My idea of an OSHA would be if gov-
ments Act of 1980) intro- ernment set up an agency that would do research and

duced by Sen. Richard Sch- study how things could be improved, and industry
weiker (R-Pa.) late in 1979 is any could go to it and say,'We have a problem here and we
portent of political things to come. seem to lose more people by accident in this particular
Remember, Sen. Schweiker was  function. Would you come and look at our plant and

Mr. Reagan's announced choice for then come back and give us a survey o f what should
runningmate had Mr. Reagan been be done?

the GOP presidential candidate in
1976, and now Mr: Reagan has named

Son. Schweiker to the Cabinet post of 1 N6RQUS [8Tis Arganization conducted a survey

director of the Department of Health regulatory agencies are doing their jobs to make our
and Human Services. society acceptably safe. Surveyed were members of
We can analyze past records and state- Congress, top corporate executives from the 1,500
ments and party performances to de- largest U.S. corporations, federal regulatory officials

velop a profile ofwhat is likely to occur and the investment and banking communities.
f in occupational safety and health pro- Ranked either first or second by all respondents
JR— P r —ar T a= _ were the Civil Aeronautics Board and the Food and
Perhaps the clearest statement of the Re- Drug Administration. Ranked either seventh or
publican Party's intent is contained in its platform: eighth (next to last or last) were the Office of Technol-

"We recognize the need for governmental oversight of ogy Assessment and the Department o f Energy.
the health and safety ofthe workplace, without interfering Between these two extremes were the Environmen-
in the economic well-being of employers or the job secu- tal Protection Agency in third place, OSHA in fourth
rity of workers." (just making the first division), the Consumer Product
It goes on to reflect the party's support of the Sch- Safety Commission in fifth and the Nuclear Regula-
weiker bill: "OSHA should concentrate its resources tory Commission in sixth.

on encouraging voluntary compliance by employ- The leadership groups' perceptions varied on how
ers and monitoring situations where close fed- well OSHA has been doing its job. The executives and

eral supervision is needed and serious hazards the financiers rated OSHA fifth in the field of eight
are most likely to occur. OSHA should be agencies while the federal regulators ranked OSHA
required to consult with, advise and assist fourth. However, members of Congress rated OSHA
businesses in coping with the regulatory highest, awarding it third place.
burden before imposing any penalty for While specific OSHA strategies have yet to be an-
noncompliance. Small businesses and nounced, the Republican party platform, the
employers with good safety records President's statements and the political influence of
should be exempt for safety inspec- executives and financiers on the new administration
tions and penalties should be in- all lead to the same conclusion: OSHA is in for some
creased for those with consistently big changes when the Reagan administration enters
poor performance.” the White House this week. Whatever the next four
President Reagan has made his years may bring, one thing is certain-they will bear
personal position on OSHA crystal No resemblance to the last four. -
clear in these recent statements:
. "There is a compelling need for

an effective program to improve Jack B. ReVelle is a technical spe-

safety and health in the workplace cialist in production research and

for America's working men and development for McDonnelt Douglas

wormen. ... Astronautics Co. in Huntington

. " The purpose o f OSHA is Beach, Calif. He is author of the re-

to reduce industrial acci- cent published book "Safety

dents, an important concern Training Methods.”

for working families....
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LIABILITY

If you want prompt, useful answers - want to talk
directly to decision makers - knowledgeable people
adept at tailoring protection to meet clients' individual

needs

call Cameron and Colby Co. Inc., underwriters for
First State Insurance Company. Ask for Richard
Fierstein, Vice President, 212/363-8550, Theodor
Oxholm, CPCU, SeniorVice President, or Bette
Mahoney, Vice President, 617/357-8400.

all have many years of professional/financial liability
insurance experience, plus in-depth back-up support
by the most capable staffs in the industry.

and of course

the strength and stability of First State, the largest
and oldest domestic company formed to write surplus
lines, special-purpose and reinsurance business

always through agents and brokers.

A + CLASSXV A.M. Best Company

FIRST STATE

INSURA NCECONPANY

60 Batterymarch Street, Boston, MA 02110

(a GAVERQALBY activiy)

Retro plan

Continued from page 2

law, the premium must be paid up-
front but may be in the form of a
premium note.

The April bulletin set down the
rule that all premium notes must
bear the current money market in-
terest rate. In response to insurer
complaints that the guideline was
vague, the department is clarifying
its position in this Dec. 30 bulletin,
explains Marcus Ramsey, chief of
the rate regulation bureau.

The interest rate charged should
be the rate reflecting the value of
money to the policyholder at the
time the transaction takes place,
Mr. Ramsey explains. That figure
varies among employers, he noted.

"While this high-low spread fluc-
tuates somewhat over time, it gen-
erally will range two or three
points on either side of the current
prime interest rate," the bulletin
says. As of last week, the prime
stood at 20% at most banks.

"We have heard reports that
some companies are charging
rates as low as 6%," Mr. Ramsey
said. "This is clearly in violation of
the state's rebate law-it amounts
to giving something ofvalue to the
employer without charging any-
thing.”

"The principle of equity in rat-
ing tends to be lost as those policy-
holders able to negotiate more fa-
vorabletreatment are granted pric-
ing discounts by some insurers at
the expense of those policyholders
holding a less favorable negotial-
ing position,” the bulletin points
Out.

In order to meet the interest rate
requirements outlined in the new
bulletin, many insurers will have
to increase their charges signifi-
cantly, industry sources say. Out-
side of California, premium notes
typically do not carry any interest
charge at all.

Fireman's Fund has been writ-
ing paid-loss retrospectively rated
plans in California with premium
notes charging about 10% interest,
reports Creighton White, senior vp
of the national accounts and risk
management services department.
"These plans clearly become a lot
less attractive at 20%," he said.

"It depends on the internal rate

regulation

of return of the individual com
pany,"” he added. Ifa company car

will turn elsewhere.
"A client has other alternatives

tives," Mr. White said.

"It's probably too soon to say
what impact higher interest rates
might have on the appeal o f these
plans,"” observed Bill Lachner, vp

pate a dramatic change.

The interest rate charged by INA
fluctuates daily and is tied to the
rate paid by U.S. Treasury bonds,

panying premium note would be
1% more than for a treasury bond
maturing at the same time. Cur-
rently, that would generate a rate
of more than 13%.

"The interest issue has not been
of paramount importance to buy-
ers because insurers have indicat-
ed an intent to return all or part of
the interest through the dividend
declaration at the end ofthe policy
term,” Mr. Lachner said.

Under California law, however,
dividends cannot be guaranteed,
Mr. Lachner stressed. This means
a buyer is contractually obligated
to pay the interest on the premium
note.

Consequently, a higher interest
charge could dampen buyer en-
thusiasm for paid-loss retros.

In some plans, the interest must
be paid upfront; in others, that
payment may be deferred until the
dividend is declared. This is a ne-
gotiating point between buyer and
seller, industry sources say.

The department also is con-
cerned that some insurers are col-
lecting premium notes without
any significant collateral, Mr.
Lachner says. Although the bul-
letin stops short ofrequiring insur-
ers to obtain letters of credit to
back up premium notes, it
strongly urges insurers to protect
themselves with some kind of
fimnancial security. .

Workers warned about risk

Continued *om page 3

Collins, Colo., went bankrupt in
December 1979.

Hewlett-Packard has filed suit to
bar health care providers from col-
lecting the bills from its employees
(Bl, Nov. 17, 1980).

The company considered paying
the employees' bills, but rejected
that action because it did not want
to set a precedent of making the
firm liabl, if other HMOs failed,
Mr. Young said.

Mr. Young criticized the lack ofa
federal or state statute to protect
employees when an HMO col-
lapses. "It is not acceptable to have
plans that can leave an employee
with $80,000 in bills," he said.

Ted Weinberg, director of com-
pliance for the federal HMO office,

said the government is concerned.

One solution might be a termina-
tion insurance pool modeled after
the Pension Benefit Guaranty
Corp. insurance program for mul-
tiemployer pension plans. Under
the PBGC program, employers
pay $2.60 per year per participant
to a fund that guarantees the
vested pension benefits ofworkers
if a plan terminates.

But Mr. Weinberg said the cost
ofa PBGC-type guarantee plan for
HMOs might be too costly. There
simply may be too few HMOs to
make such a plan possible, he said.

Another possible solution would
be to require HMOs to maintain re-
serves that only could be tagged to
pay outstanding medical claims in
the event of bankruptcy, he said..

Fire codes questioned

Continued from page 3

man. "An inspection in July
showed it to be in excellent condi-
tion. It met all requirements.”

The requirements for almost 300
similarly licensed facilities in the
state that house more than 5,000
persons are "adequate" smoke de-
tectors, fire alarms, fire escapes,
exits and sprinklers in buildings
with three or more floors.

"What's needed is a major reno-
vation of these codes," said John
Fay, state ombudsman for the in-
stitutionalized elderly. "If these

(Brinley and Beachview) were two
of the better-than-average board-
ing homes and they went up,
what's going to happen when one
of the bad ones goes up?"

His office suggested requiring
sprinkler systems for all facilities
after the July disaster, but the
proposition was shot down as too
expensive, he explained.

The watchdog group is also con-
sidering recommending all fire
alarms in these facilities be con-
nected directly to the fire and po-
lice departments. .



Firms fear worker suits

Zontinued from page 1

sation insurer, IPC acted in a dual
zapacity as employer and insurer.
As such, the employer "intention-
ally harmed Mr. Williams," Mr. Ar-
outhnot said.

"Byintent, wemeanthattheem-
ployer, as compensation carrier,
cnew or should have known that
Mr. Williams was substantially cer-
tain to be injured in a dust explo-
don,"” he said.

"The jury believed the employer
acted with malice and conscious
disregard for the plaintiffs safety."”

IPC's attorney, Michael Lowe of
San Francisco, said he plans to
take the case to the California Su-
preme Court if necessary. IPC was
self-insured for $50,000 and holds
an excess workers compensation
insurance policy with the Ameri-
can Motorists Insurance Co. of the
Kemper Group.

It may be a month or more be-
fore the company's appeal is filed
with the state's appellate court,
Mr. Lowe said. The defense will
stick to the company's previous
stand that the employer was not
acting in a dual capacity, he said.

"The trial court allowed loss-
control efforts to be used as a basis
for avoiding the exclusive remedy
provision," Mr. Lowe said.

Under California's labor code, as
in all states, the exclusive source o f
damage benefits open to an in-
iured employee is workers com-
pensation.

The only exception is if an em-
ployee proves the employer inten-
tionally injured him.

Because Mr. Arbuthnot was able
to convince the jury that IPC
served in a dual capacity and ad-
mitted it "may have been negli-
gent,” the Siskiyou County Court
iury returned a sizable award to
Mr. Williams.

What worries California employ-
ers, insurers and workers compen-
sation and self-insurance associa-
tions, though, is that ifthe ruling is
not overturned by a higher court,
the ruling could set a "dangerous
precedent.”

The manager of the California

Self-Insurance Assn. said he is

"terribly unhappy" with the ver-
dict.

"It's bizarre,"” said Joseph
Markey of the association, which
represents the interests of about

23% of California employers that
are self-insured.

"The decision implies that in-
surance companies can be sued as
well as self-insured employers. It's
wild,” he added. The association
plans to file a friend of the court
briefto tell the appellate court just
how unhappy it is about the deci-
sion.

The National Council of Self-In-
surers' manager, MaryAnn De-
Santo, said she hadn't heard of the
California ruling, but added she
would bring it to the attention of
the council's members immedi-
ately. The New York-based coun-
cil represents self-insured employ-
ers and state self-insurance asso-
ciations.

A few sources said the verdict
didn't stand a chance of winning
on appeal, but many more said
they were worried about the
workers compensation system be-
ing further eroded.

"This case has the potential to be
extremely disruptive to workers
compensation," said Eric Oxfeld,
employee benefits attorney for the
U.S. Chamber of Commerce in
Washington.

"The courts are misconstruing
the exception to the exclusive
remedy clause and there are rami-
fications for every state,” Mr. Ox-
feld said.

"If taken literally, this case
would allow any employee to sue
his employer.”

The California Self-Insurance
Assn. and the state's 8,000-member
Chamber of Commerce are work-
ing with IPC's attorney on the ap-
peal.

The Williams case could have
"devastating" effects not only to
employers that self-insure their
workers compensation risk, but
also to insurance companies, says
Susan Cavazos, employee benefits
manager of the California Cham-
ber of Commerce.

"This suit was based on suing
the employer as insurer and its fail-
ure to provide a safe work environ-
ment," she said. "It opens the gate
to not only suing employers who
self-insure, but also insurance car-
riers.”

In California, the workers com-
pensation statute states that if the
employer is found to cause an

employee's injury,the employee is
entitled to a 50% increase in
workers compensation benefits.

"What's happening here is an at-
tempt to class the employer as a
third party and take the benefits
out of workers compensation and
into the general liability,"” said
Alan Tebb, executive director of
the California Workers Compensa-
tion Board.

One U.S. Department of Labor
workers compensation source,
who asked not to be identified,
said he had no doubt the award to
Mr. Williams would be overturned
by a higher court.

"What we have here are judges
and juries who don't understand
workers compensation and what it
means. If they tear apart the exclu-
sive remedy clause, there will be
no such thing as workers compen-

satiom ,” he said. .
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worre mes or rate comret - TEXAS RISKS.
and can offer exceptionally
low rates for property and inland marine insurance in
Texas. Call Avrohm Wisenberg at (713) 621-8650. And

let us show you why you'll prefer Delta for your pre-
ferred risks.
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SPECIALISTS IN POSITIONS WANTED
THE RECRUITMENT OF
» Risk Management
- Employee Benefits
- Loss Prevention/Safety Engrs
Ccntact In Confidence
.OHN HUTTNER
(212) 732-3110
david j. bollinger assoc, inc
150 Bri,ad,val. New York, NY 10038

INSURANCE AGENCY

Produdng $100 000 tin annual com ACCOUNT EXECUTIVE/
miton, Prime C hicago fuhurhan 10 SUPERVISOR-COMMERCIAL
cation Usll established Iﬂllsll-égl; old From New York Metropolitan Are
enal lines Surerh loss ratios ec I'Soklng to relocate t'_:’ Il\/l:»nneapoll_l
ondary manage,rent aiattable Owner ive years Commercial Lines expe
retiring $500 O£,0 Lash - principal. ~ tence-all phases Premium size u
ont; to $300,000 Have all licenses, BBA
from recognized East Coast Unive!
sity. well into CPCU Laoking t
make home in highly profession.
Twin City Brokerage Firm Resum
furnished upon request Reply

Box 411, BUSINESS INSURANCE

740 Rush St,Chicago, Il 60411

SAFETY AND RISK MANAGER DIRECTOR

- The Allegheny Intermediate Unit a regional educational ser -
vice agency located in Pittsburgh, Penna, with an annual ,
budget of $35 million and 1,600 employees, requires an ex per ,
tenced safety professional with knowledge of Property/Liability '

, Insurance and employee benefits Responsibilities include min
imization and control of safety risks, claims management, ad '

" ministration of insurance/self insurance program, and serving

' as advisory expert to member school districts Future respon

' sibllities may include management of pooled Workers Compen
sation plan Minimum requirements include a bachelors degree
with three years e<perence 1, safety and/or claims manage '

' ment or some college background and five years of similar ,

Business

Insurance

80,410. BUSINESS INSURANCE
740 Rush St.Chicago. 111 60611

: Classifieds Get

Professional

, Center,

experience, including exposure to various lines of commercial ,
Property and Liability Insurance Beginning salary between ,
$23 630 and $26,000 commensurate with experience and train ,
ing Submit resume to Richard A Posati, Director of Person
nel. Allegheny Intermediate Unit, Suite 1300, Two Allegheny .
ittsburgh. PA 15212 Equal Opportunity Employer

BOND MGR (Sunbelt) writing experience and the ability to com
Leading Southern agency seeks heav ly municate both verbally and in report form
exp candidates with solid Surety bckgd No production responsibilities but will as
Will be responsible for marketing, under sume some light servicing duties of me
writing and claims elements within this dium size commercial accounts Both of

lato ASEnsY FARles Risting A4RORY B IDERE 2050585 B3 SIAINGiSRI886540
tf%uencl (tSUITi tbEu DOE Contact Jim Gilbertin Dallas

per $405 CHICAGO AGENCY
iS seeking top caliber individual to run
their agency to include hinng training
ms seeking person with 3 5 years of pack- sales ?oals budgeting etc Ideal candi
age underwriting experience who has the date will have sucessful agency/broker
desire to join the agency ranks In a mar age background In a senior management
keting capacity An oil related back position and will be willing to direct the
ground is preferred but not mandatcry management of this agency through Its
Well established firm with long term mar growth and acquisitions in 1981 Will
kets,n medium size Louisiana clty Salary have a good record In the selling and ser
from mid to upper $20s Please contact vicing of commercial accounts and will
Jim Gilbert in Dallas have knowledge of local and midwestern
markets Superb vertical growth opportu
nity with salary In the range of $45 000
Our client a leading and dynamic agency +++++ Contact Trevor Davis In Chi
locate in the South isseeking candidates cago for additional information
to manage their marketing department
Will require a solid grasp on marketing COMMERCIAL ACCOUNT EXECUTIVE
techniques and an Indepth knowledgeof (Midwest)
technical aspects of medium to Ial;\?e Midwestem client has budget approval
commercially oriented accounts A Na for first quarter additions to fheir produc
tional Accounts background will be des,r lion and marketing departments Long
able Requires sound organizaticnal term markets exist and they are seeking a
Skills and must be sales/people oriented good commercial casualty background
Contact Evelyn Barnett in ATLANTA and preferrably some fammarity with
Midwest markets They at the same time
COMMERCIAL ACCOUNTS are seeking to expand their sales force
PRODUCER and are des,rious of either agency sales
Exishng sales experience required w thin expenence of a proven record with one of
an agency/brokerage environmen, or thed,rectwriting companies Salaries are
with one of the leading direct wrders extremely negottable but generally In the
Must have large commercial account ex starting range of $27 000 to upper $30s
penence with a good stable employnent Contact Trevor Davis In Chicago for fur
record reflecting vertical growth Salary ther Information on these listings
PLUS from $35K/$45K Contact Evelyn

Barnett in Atlanta

LOUISIANA AGENCY

MARKETING MGR

DENVER PRODUCER

This growing Denver agency ts seeking
an Individual to join their agency and
agencies seek an Individual who has the function in the primary role of new busl

ability and desire to enter the agency ness producer Will also Inherlt some
ranks In the capacity of a marketing or commercial accounts and will have light
servicing account executive Requires a servicing responsibllittes Excellent
minimum of four years commercial under growth Situation Contact Linda Mayer in

D:

enver

DALLAS/HOUSTON

"A RECOGNIZED LEADER IN THE RISK MANAGEMENT.
AGENCY/BROKERAGE FIELD"

Insurance Coordinator-
newly-created position

Results

For a

Concise

Logical
Approach

Risk

Management
Recruiting

[ (61 C

Associates, Inc

170 Broadway
New York, NY 10038
'212) 227-8000

DIRECTOR

Division of Real Estate &
Risk Management

Responsibilities Include the anal
ysis and management of NJ
TRANSIT's Real Estate and In-
surance Programs Successful in
cumbent will handle casualty and
liability insurance for NJ TRAN-
SIT's bus and commuter rail oD
erations and NJ TRANSIT's roll-
ing stock. facilities, and rail
property risk management pro
gram

Responsibilities also include ac-
quisition, sale and management
of NJ TRANSIT real estate Ne-
gotiation review, analyze, and
management existing and explr.
ing leases and coneessionb Ne
gotiate for the acquisition and
sale of property Position re-
ports to the Tnasurer Chief Fi
nancial Officer

B S Degree plus five (5) years
experience in the Risk Manage.
ment and Real Estate field high
ly desired Salary commensurate
with experience Excellent fringe
benefits package

Interested applicants should for-
ward resume and salary history
in confidence to-

Box 407, BUSINESS INSURANCE
740 Rush St , Chicago, IIl. 60611

Degussa Corporation is aUS wholly-

owned subsidiary of one of the world's

C an you

major international industrial manufac
turers We're looking for a strong insurance

administrator who can highlight issues and

prevent these
assets from

going
down the
drain,

make recommendations in order to prevent
losses and reduce premiums (which now
total over one million dollars annually)
Types of lines to be administered Include.
marine cargo, property, business Interrup
tion, liability, precious metal, and various
other commercial coverages

We'll expect you to be able to come on board and
quickly assimilate the scope and breadth of our
International operations. You'll have Immediate
exposure to our business and financial managers in
Teterboro, Mobile, Alabama, and Frankfurt, West

Germany

Requirements include 3 5 years' directly related experience,
preferably acquired within a corporate setting, the ability to

| Consolidate, analyze, and present operational facts in a precise
manner to our underwriters, plus the capacity to coordinate

commercial insurance

© We offer a competitive compensation and benefits package, a results-

oriented environment in which to thrive, and a brand new position to

mold To apply, send your confidential resume to. Personnel Manager,
Degussa Corporation, P.O. Box 20048, Teterboro, New Jersey 07608.
Degussa Is an equal opportunity employer m/f.

-ESS**EEESS) Degussa

/ Corporation

-known for specialty chemicals and precious metals

RISK MANAGER

Atlanta-based corporation seeks knowledgeaole, hard-work-
ing executive with 5 or more years experience in corporate
risk analysis and administration of general liability risks
and group benefits Ability to judge loss exposure, place
busjness and negotiate contracts essential, worker's comp
experience useful

Salary in $30,000 range plus attractive benefits Send resu-
me and salary history to-

THOMAS GROUP, INC.
Lindsey J. Thomas
P.O. Box 81247
Atlanta, GA 30366

STATE OF OREGON
RISK MANAGER
(salary negotiable to $36,000)

The State of Oregon is reannouncing the position of Risk Man

ager The Risk Manager will develop and administer a compre

hensive insurance program involving property. liability and other
special coverages necessary to protect the state's interest

The Risk Manager has overall responsibility for the management
of existing self insurance programs (General Tort, Vehicle Lia
biliti, Property), the acquisition of a broad range of commercial
insurance policies. and the development of operating strategies
to accommodate the state's internal insurance needs

Qualified applicants will have a bachelor's degree and six years
of |,creasingly responsible insurance management experience
Invclving commercial property and casualty insurance Expert-
ence would have been obtained m an underwriting. claims.
brolerage, or risk management context. with at least three of
the six years experience m risk management Additional quali
fying experience may be substituted on a year for year basis
for the college degree Preference will be given to candidates
whc have or are working toward the CPCU and ARM designs
tions. or other relevant professional academic training
For an application and announcement. submit resumes by Janu
ary 31. 1981
Department of General Services
Personnel Manager
1225 Ferry Street S.E.
Salem, Oregon 97310

EQUAL OPPORTUNITY EMPLOYER

CORPORATE MANAGER 111111

EMPLOYEE BENEFITS

POSITION SOUGHT
Top Producer with knowledge of
all lines, Marketing Pro. New
York Broker. wishes to relocate
South Florida, preferably Palm
Beach Cty Will provide small or
mid-size agency 10 yrs expertise
and chance to grow All offers
considered-A Producer. Account
S5ee, Risk Mgr Compensation
flexible Reply
Box 412, BUSINESS INSURANCE
. 740 Rush St , Chicago, lll. 60411 4

-onsulting/Executive Search
Tothe Insurance Industry

UPAUI L OUNKLi
ABBOCIATLA INC

One Chase Road

Scarsdale, New York 10583
(914) 725-0773

ANCHORAGE, AK
Accounts Exec.

This is an outside servicing
position requiring brokerage
experience on accounts over
$250,000 annual premium.
Excellent inside support staff
for technical particulars but
individual must be knowl
edgeable in all exposures
casualty. property and ma-
rine Salary to $65.00Q 00

Send resume or handwritten
backgroundto

Rich Shoemaker

Insurance Resources
Executive Search

7844 Madison Ave., Suite 10§
Fair Oaks, California 95628

LEGAL

CONTRACT &
INSURANCE
COORDINATOR

Vulcan Materials Company, a fast growing | Starting Salary to $34,884

Fortune 400 corporation with sales approx- 1 Depending on Qualifications

imating 3/4 billion dollars, has an imme-
diate need for a versatile and analytical
employee benefits professional with a min-
imum of 2 years supervisory experience.
Your experience should include working
knowledge of ERISA and other related gov-
ernment laws and regulations, benefits
program planning, staff supervision and
training, and automating employee bene-
fits systems. An MBA degree with concen-

1 tration in Insurance would be an asset.

The Manager of Employee Benefits we
seek will receive an excellent starting sal-

11 ary, comprehensive fringe benefits, relo-

N cation allowance as required, and more
11111 important, a genuine opportunity to grow
lilli in your field. ‘
lilli Please send your resume, along with a
lilli detailed cover letter and salary history, or

call, Mr. Hal Weisen, Manager of Profes-
sional Employment

(205) 877-3729

Vulcan Materials Company .4

P.O. Box 7497

Birmingham, Alabama 35223
An Equal Opportunity Employer M/F/H i

1

We have a exciting position
available that would offer
challenge; opportunity for
growth; and rewarding bene
fits Incumbent will serve as
assistant to Vice Chancellor,
Bus./Fiscal Services; provide
"first contact"” legal advice;
administer Campus "Risk
Mgmt. Proram"; coordinate
department s legal affairs and
coordinate administration of
Campus "Worker'S Compen-
sation Insurance Program.
Position requires a minimum
of four years' related expert
ence; experience In contract
writing and amending; expert-
ence in risk mgmt.; skill in
managing legal claims; dem-
onstated ability to communl.
cate effectively verbally and
In writing. A degree in Law
is preferred Successful can.
didate will have an interest
In a career in University Busi-
ness Mgmt. as well as poten
tial for further growth and
development Send resume
with cover letter and salary
D36 21 888 Farsamme
Office, Rm. U 12. 3rd Ave. &
Parnassus. S.F. CA 94143.
Refer Job 815794 Position
previously advertised as Pr.
Adm. Analyst. Applicants who
previously applied need not
re-apply. aa/eoe/mfh

UNIVERSITY OF CALIFORNIA
]
SAN FRANCISCO
.



Dost of law

ontinued ftom page 2
"Landlords are worried they
ould be sued for negligence in
ase of a quake that caused serious
ccidents in their building,”
ointed out a local broker. "They
now they have a substandard
uilding, and they haven't taken
teps to remedy the situation.”

"l think the current softness in

ne marketplace should mitigate
ny lack ofavailability,” said Horst
.echler, senior vp for Anderson &
furison, a surplus lines brokerage
gency in Pasadena.

"Most of these buildings are in-
ured through the E/S markets,
nyway.," he said. "If some mar-
fts drop out, others will come in
D write the coverage.”

The situation is not really un-
,recedented, Mr. Lechler added.
We had a similar situation when
he city outlawed unvented gas
teaters and when it required fire
fools at each landing of a building
o eliminate open stairways. Nei-
her created a lack of insurance
vailability.”

"If the coverage was available
esterday, it will be available to-
norrow," said another surplus
ines broker with Western Special-
sts in Los Angeles. "Underwriters
1ways look at the construction,
nyway."

In Long Beach, which enacted
ts first law to require strengthen-
ng of earthquake-hazardous
Juildings 10 years ago, there have
)een no complaints from owners
ibout insurance, says Vito Ro-
nans, executive vp of Downtown
,ong Beach Associates, a civic
roup with 1,400 business mem-
Yers.

The Los Angeles ordinance cre-
ites four risk categories of build-
ngs. The first category contains
ibout 50 public buildings that will
jet repair notices first. Compli-
mee orders for the other three cat-
agories will be phased in over the
next four years.

Building owners have two op-
tions once they are notified to com-
ply with the new regulation. To
comply fully, the owner must rein-
force the entire building within
three years, using steel bolts to tie
together the walls, ceilings and
floors.

To buy some extra time-up to
10 additional years, depending on
the building classifications-the
owner may use a stopgap measure.
Another provision allows addi-
tional time for owners with special
hardships.

The ordinance applies to all
buildings constructed before Oc-
tober 1933, when the city enacted a
tougher earthquake safety stan-
dard. Residential buildings with
fewer than five units are exempt.-

— . — -
— - — -

1 Business |
—m —m
— M — -

Insurance ,

Advertising:
The professional

— - — -

1 human resources 1
— - — -
— - —H
— M — M

. At ab66*:30 a.m., when most people are athome, the safestplace to
Ea rth q U a ke p red ICted e during a seismic emergency, an earthquake would cause approxi-

mately 3,000 to 4,000 deaths and 12,000 to 18,000 injunes.

WASHINGTON-There is a greater than 50% possibility that a ma- 5 Around 2:00 p.m., when most people are at work, the collapse of
jorearthquake will strike California in the next three decades, causing office buildings could cause 10,000 to 21,000 deaths and 37,000 to
unparalleled disaster, a Federal Emergency Management Agency 3,000 injuries.
study says. -{> Most deaths would occur around 4:30 p.m., when most people are on

Although California has adequate means of coping with moderate -the streets. Deaths at this time would reach 11,000 to 23,000 and inju-
earthquakes, government officials agree preparations are "woefully' ries 44,000 to 91,000.
inadequate for coping with a major disaster. 6 About 8.5% of the nation's population and industrial resources are

The estimate of casualties resulting from the earthquake depends jn areas most likely to be damaged by a major earthquake. Property
< thhe timnme of occurrencs .- ., ; osses could range from $38 billion to $69 billion.

..”..< Public Officials and Employees
Liability (for Cities & Counties)

Errors & Omissions - $1.000.000 or Higher
Wrongful Acts Aggregate Umits
Civil Rights & Discrimination = Small Deductibles
Entit4 Coverage Available O Competitive Rates

Pa45 Damages. Settlements, and Commissions

Judgments & Defense Costs - Brokerage Opportunities
Available

P.O. Box 35948, Dallas, TX 75235
T&C Insurance Services, Inc. Texas WATS 1-800-442-7522
National WATS 1-800-527-9402

Law Officers Liability
7,v (For Cities or Counties)

Occurrence Form - Brokerage Opportunities

Errors & Omissions Available

Personal Injurtl = $1.000,000 or Higher

Bodilll injur4 Aggregate Umits

- Propertll Damage

- Small or No Deductible

- Competitive Rates &
Commissions

- Covers:
Individual Law Officers
Law Enforcement Dept.
Public Entit4

P.O. Box 35948, Dallas, TX 75235

T&C Insurance Services, INnc. Texas WATS 1-800-442-7522
National WATS 1-800-527-9402

classified advertising

"O'Keefe International

RISK |NSURANCE CHIEF LOSS Adjustment Companies, Inc.
P.O. Box 16168,
MANAGEMENT AGENCY 1 Phoenix, AZ 85011,
(602) 264-3439,
SSafety MANAGER CONTROL OFFICER | oo SRZON
- I:du:rt]rlgl Hygiene H offi . ith B A "We Will Handle Your Claim
- +
= are . . . . . I om.e |<':,e oppor'tunlty W“f . e§ts Com.pa'ny Anyplace in the Free World"
. Employee Benefits Major Financial Institution seeking to improve its capabilities in commercial in-
- Pensions seeks highly motivated, ag surance markets. Responsible for developing company RISK MANAGEMENT-
gressive fire and casualty wide loss control programs and development of staff
ADVANCE/RENEW i expertise in safety and auditin Experience with a BROKERAGE
YOUR CAREER insurance agency manager p f y ! e g- t o] | ; 1
with five years experience 1 major commercial writer is a must including responsi- INSURANCE CARRIERS
Representing Select to expand and build its in 1 bility for a wide variety of risks. Should have degree in
C°'°°'a:l‘:::)iaﬁ|a"didates surance agency affiliate 1 safety related field and CSP certification is desirable. We are specialists in the re-
Y We offer excellent salary Excellent salary and benefits. Contact in confidence. 1 cruitment & placement of the
Marty Hodes, ARM and profit incentive pro 1 right personnel for the right
Meg Sloman gram. Please respond to: Chuck McDonald job. Several openings now
Call Collect Vice President exist on the local & nationwide
Box 408 levels. A[1 inquiries are held in
AID INSURANCE CO. . )
(21 2) 5990-2662 ) strictest ?onfldence, CONTACT
BUSINESS INSURANCE Box 974, 701 Fifth Ave. 1 Arthur Bieber or Howard Vale
METRIC Des Moines, la. 50304 i
740 Rush Street a. bieber
11 E. aath st 1 AC 515-280-4267 (212) 349-0710
: Suite 801
New York. NY 10017 Chlcagor 111. 60611 An Equal Opportunity Employer, M/F 150 Broadway, N.Y., N.Y. 10038

(a 1 fees paid by client companies)
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Low price wins account

Continued *om page 1
cause most U.S. primary casualty

risks already are placed with In-
surance Co. of North America.

Most international risks are in-
sured by American International
Group. Domestic and interna-

quota-share basis.

WHY ITS GOOD BUSINESS TO HAVE RANGER'S
SPECIALIZED PROTECTION

Our kind of

specialization means a
more knowledgeable

handling ofour customers'

insurance needs.

The dictionary SayS that to specialize is"to concentrate one's
efforts in a special activity or field..." That's just what we
have been doing for many years - providing specialized

products and services to our customers on the best possible
basis at all times.

I RANGER
INSURANCECOMPANY

': ASubsidiary of

Anderson Clayton
Atlanta - 404-457-7211 (RO. Box 105028) 30348
Denver « 303-779-8383 (RO. Box 3195) 80111
Houston « 713-622-6500 (RO. Box 2807) 77001
Kansas City * 913-649-5500 (RO. Box 8650) 64114

THE SPECIALISTS

In today's society Kidnap, Ransom and Extortion insur-
ance has taken on new and greater imfortance. Act now.
your clients who require this protectioi will benefit from
broader coverage and more attractive rates.

The Wetzel
Company, Inc.

3003 West Alabama
Mailing Address: P.O. Box 66452

- g/ Houston, Texas 77006
\2252 / Telephone: 713/523-3003

Telex: 76-2053

Only through agents/brokers/insurance companies

tional primary casualty policies,
which have limits of about $1 mil-
lion, are reinsured with Texaco's
insurance subsidiary Heddington
Insurance Co. of Bermuda on a

"| told the bidding brokers that

they don't have to be New York-
based, but must have a substantial
New York office to serve us,”"” Mr.
Kreiling added. "In addition, the
firm had to have branch offices
compatible with our geographical
locations.”

Specifically, Emett & Chandler
will help prepare a builders wrap-
up program, adding to the insur-
ance and bonding guidelines Tex-
aco already gives contractors. The
broker also will audit claims and
monitor Heddington's reserves for
incurred-but-not-reported claims.

"The consolidated wrap-up pro-
gram for contractors is particularly
important for us as we prepare
new construction projects,” Mr.
Kreiling noted. "What we provide
is construction bonding require-
ments right down to actual con-

tract wording."”
Claims audits are likewise valu-

able because the oil firm has had
problems with claims confusion.

"It's not unusual for someone to
file a claim against an independent
Texaco gasoline dealer directly
with us,"” Mr. Kreiling said. "The
independent dealers are not cov-
ered under our program, so with-
out proper auditing, we could be
paying other people's claims."

Since the Heddington subsidi-
ary participates in most casualty
coverages except directors and of-
ficers |jability insurance and cor-
porate fleet aviation coverage, the
insurer's IBNR claims reserves
also are part ofthe broker's overall
claims monitoring.

Auditors are particularly wary of
proper reserving practices and can
turn an insurance subsidiary ex-
amination of reserves into a quali-
fied audit if not satisfied.

"Our previous broker has been
able to provide these services, and
insomewayswe'llmiss Corroon&
Black on the account,” said Mr.
Kreiling. "But since 1974, we have
been committed to competitive
bidding on our insurance and we
go with the best pdce."

Emett & Chandler will receive a
combination of commissions and
service fees for its work on the pro-
gram, which excludes marine and
offshore pollution insurance.

Texaco's excess casualty insur-
ance is placed by broker Alexan-
der & Alexander and is not yet
open to bids. -

Chrysler

wins round

Continued *om page 3
the firm.

"We haven't made a decision yet
and we have no date set forruling,”
explained Georganne Riley, coun-
sel to the lllinois Industrial Com-
mission. "We're waiting to see the
results of Chrysler's latest request
to its loan board.”

Chrysler last week received an
additional $400 million in federal
loan guarantees.

The automaker's financial woes,
expected to reach about $1.7 bib
lion in 1980 losses, have reportedly
generated the interest of other
workers compensation boards. A

Chrysler spokesman, however,
could not confirm action in states

other than lllinois and Michigan.
It was reported that Delaware
had scheduled a hearing into
Chrysler's ability to self-insure
workers compensation, but
Kathryn Ribynski, administrator
of the state's workers compensa-
tion board, denies any probe.
"We are now reviewing annual
applications and changes from all
firms that self-insure in Dela-
ware," she explained. "We have a
new set of board members, and
they are very interested in self-in-
surance and firms' ability to pay
benefits, but the interest and re-
view are not aimed at Chrysler."

Seatrain owes claims

Continued *om page 2
ery Clifford Beach.

If Seatrain files for bankruptcy, cargo insurers probably would
not rank high among creditors, adds MOAC assistant r-ecovery
mana%er Gerard Asmus. As generalcmditors, theyprobably would
get "10 cents on the dollar," he said.

Cargo insurers, however, could press action against firms ac-
quising Seatrain vessels. When a ship is sold, claims against it are
it.cluded and usually deducted from the purchase plice.

Another insurance company official says his firm sent files on
Seatrain to its attorneys, he does not expect to end up in court.
sa':yo one is panicking. | expect to see them back on their feet," he

Seat:rain's protection and indemnity insurance has not been af-
fected by its debts, although a freeze on Seatrain bank accounts in
early December delayed a premium payment, the Seatrain spokes-
man said. Coverage did not lapse, he said.

The P&l insurer, London Stearnship-Owners Mutual Insurance

Assn. Ltd., repays Seatrain for claims it has paid that exceed
Seatrain's $25,000 deductible, said John Hawkes, a claims director |

with A. Bilbrough & Co., manager of the London P&l club.

'NORTH

OFTHEBORDER

Morris & Mackenzie is among the largest privately
owned Canadian firms providing insurance
brokerage, risk management, engineering and
benefit consulting services on a national basis.
For a copy of our brochure "A Unique

Concept in Canadian Insurance Brokerage" contact
any of our regional offices.

Vancouver: Calgary Toronto:

1199 West Hastings, Suite 306, 1901 Yonge Street, n

(604) 685-0191 602-11th Ave S.W., (416) 482-7400
(403) 265-4270

Montreal: 4141 Sherbrooke St. W., (514) 937-5755

*4((
VANCOUVER + CALGARY * TORONTO « MONTREAL

- I_J

YOUR

BMF

PROFESSIONAL

FINDING BETTER
SOLUTIONS TO RISK
EXPOSURES OF INDUSTRY
FOR MORETHAN

FIFTY YEARS.

Bayly, Martin & Fay International, Inc.
International Insurance Brokers & Risk Management Consultants
Corporate Headquarters * 3200 Wilshire Boulevard « Los Angeles, California 90010 « (213) 7369600

Copyright 1980 ©
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Investment income drop
foreshadows rate hikes

Continued flum page 1
derwriting losses mount, they say H
"We thmk that some Individual compa- B I thke r
nies will have their eyes opened up Some
are going to be faced with a serious financial for investment income Clearly, it provides coal rights in Wyoming to solar projects in
squeeze,"” Mr Bryan said an important cushion,” Mr. Picoult said Maryland.
Crum & Forster's Mr. Morrissey agrees As insurers have become more dependent Other industry experts say insurers are

29 the "rapid deceleration of after-tax invest- on mvestment mcome, they also have be- getting away from a reputation of being

ment income" will cause problems for some come a bit more savvy in the mvestment stodgy sources of stable, long-term funds

insurers, "but | doubt if it will be enough of marketplace. and are going to start demanding such

1 </ one tg turn things around on its own," he Insurers say they have learned fmm past thinrgs as short-term credit vehicles and

rhe Business insurance stock market index

mistakes and analysts agree the compames co!
"Long-tall writers such as Crum & For- are more flexible and somewhat wiser in-

mercial mortgages
They are also investing more heavily in

dipped for the first time in 1981, decreasing by sterwon't be hurt as much We haven't seen vestors than they were m the mid-1970s, tax-exempt municipal bonds

1.8 to 163.9 from 165.7. Forty-one stocks the kind of impact on our cash flow that when many were badly burned by a down-
dropped, 19 rose and 13 remained the same. those that are heavily into the property side turn in the stock market.

At Crum & Forster, Mr Morrissey said
sinking fund preferred stocks are becoming

rhe largest declines were by: Carolina Casu- of the bumness have " "Five years ago we were heavily into com- attractive These are stock funds set up by

alty Co., 7.5%; Ryan Insurance Group Inc.,

It has been in large part the dnft in under- mon stocks Butthe trauma ofthe last cycle, an issulng company that retire the issues

7.4%; Crum & Forster, 7.3%; Crown Life Insur- writing toward the casualty side of the bum- plus the downturn in the stock market at after a given period of time rather than con-
ance Co., 5.8%, and USLIFE Corp., 5.7%. Big- ness that has led to the boom in investment the same time, caused a double whammy tinuing them m perpetuity One advantage
gest gainers were: Pinehurst Corp., 5.9%; income The long-tail business gives insur- that we don't want to expose ourselves to is investors can spread the return of their

American Indemnity Financial Corp., 5.1%; ers more money to Juggle.
American States Life Insurance Co., 5%; First

again,"” Mr Momssey said
Insurers now prefer the bond market, but

investment over a period of time
Crum & Forster also has started selling

Colony Life Insurance Co., 4.4%, and North- Clppenheimer & Co analyst Myron Pi- even that market has undergone some options against its common stock portfo-

western National Life Insurance Co., 4.2%. The C.)coult says the companies most hkely to changes in the past few months.
1.1% index drop was less than the three major be hurt by the drop in investment income

market indicators, which dropped over 3%.

British Issues
1 W-k
Price P/E Div. Yield High--Low
Companies pence pence % pence pence
Commt Union 136 72 14.47 10.7 141-136
230 7.9 14.28 6.2 236-230

laa

Eagle Star
Ger,1 Accident 290 7.4 18 24 63 296-290
Gdn Royal Exch 290 7.6 20.71 71 302-290
Phoenix 242 7.6 20.00 8.3 254-242
330 75 32.17 © 7 388-330

694 94 42.14 6 1 702-694

Royal
Sun Allia-

Brokers
CE Heath 173 84 13-87 8.0 183-173
Hogg Robinson 103 8.2 814 75 112-103
91 7.6 10.00 11.0 97-91
JH Minst 87 10.9 6.45 74 95- 87
Sidg erp 109 100 714 6.5 117-109
Stenhouse Hidg 82 7.8 6 64 8.1 85- 82
Stew Wrightson 183 7.6 17 14 9.4 195-183
Wma:F*ber 257 11A 16.14 65 270-257

Almt Howden

Source: Philip Olsen/Alan Chfton, Insurance Indus-

lios, in effect hedging its bets and trying to
Fears earher this year about an alarming hmit potential losses.

increases are those that have for the past drop in bond pnces led many insurers to
couple of years seen the Income as a pana- pull out of the 20- to 40-year bonds and m
cea for all underwnting 1115 and have been vest their money instead m bonds with ma-
depending heavily on it to compensate for tuntles of five to 10 or 10 to 20 years, said
high combined loss and expense ratios. analyst David Seifer of First Boston Corp

"That is dangerous,"” Mr. Picoult said. "If

you don't attempt to develop an underwrit- Tnsurers also are beginning to cautiously Directors of CIC Financial Corp have de-
ing profit, you are golng to be m trouble linch their way back into the stock market clared a quarterly cash dividend of 15 cents

Some companies have had their underwrit- instead of maintaining a hard and fast rule pershare, payable Feb. 16 to shareholders of
record Jan 26

Financial briefs

CIC Financial

Ing vision blurred by investment successes against it, he said.
"They are becoming molF flexible"
burns them m years to come Some msurers are getting areputation for the last quarter

"Do these companies really understand being more aggresmve investors and are CIC, whose subsidiaries specialize in
what they are doing? Some do and some more willing to try newer forms of Invest- property and workers compensation Insur-
don't,” he said. The generally accepted wis- ment, added Mr Picoult
dom that insurers now can operate at a He sees developing interest in the coming
profit with acombined ratio of 105% is caus- year in energy and gas stocks and in real

and have put busmess on their hooks that The dividend is a 25% increase overthat of

ance, paid a 25% stock dividend on Dec 30

! . : " The Travelers
ing them to write at even higher loss ratios estate

with no thought of the potential impact, he The St Paul Cos., for example, is being The directors of The Travelers Corp have
added. cited as pioneering m alternative invest- increased the quarterly common stock divi-

Stlll, mvestment mcome will save insur- ments, such as natural resources dend to 72 cents per share from 62 cents
ers' 1980 earnings from the beating under- Northwestern Mutual Life Insurance Co The board also declared the regular quar-

try Speciahsts Kitcat & Aitken Stockbro-

kers, London

Insurance Cos

Aetna Life & Cas Co
American Bankers Ins Group
American Finl Corp Ohio
American Gen Ins Co

American Indty Finl Corp

American Intl Group Inc
American Nail Ins Ce
American Sts Life Ins Co
Aneco Reina Ltd

Appalachian Natl Corp

Avemco Corp

Banks lowa Inc
Bitco Corp

Carolina Cas Ins Co

Central Natl Finl Corp

Chubb Corp
Combined Intl Corp
Connecticut Gen Ins Corp
Continental Corp
Crawford & Co

Crown Life ins o
Grum & Forster
Enployers Cas Co
Equifax Inc
Farmers Group Inc

First Colony Life Ins Co
Foremost Corp Amer.

Great West Life Assurn

Hanover Ins Co

far as they would have been had it not been energy-related investments, ranging from

wnting losses alone would mnict.

of Milwaukee also is a leader m this trend terly dividend of 50 cents for the company's
"Earnings will be down m 1980, but not as Officials say they have developed several preferred stock

Bl Industry Stock Report
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Both dividends will be paid March 10 to
shareholders of record Jan 29

"The increase is in accord with The Trav-
elers' pollcy of making regular and signifi-
cant increases in dividends," said Mornson
H Beach, The Travelers' chairman of the
board

"The dividend brings the annual indi-
cated rateto $288 This is an mcrease of 16%

as.50 33.88 3701 Tokio Marine & Fire Ins Co orc 16450 28 182 103 06 16700~163.75 161 over the 1980 dividend, and amounts to
7.00 6.63 137.4 Travelers Corp NYSE aoss O9 a6 =288 7O 4a0.88 39.75 300 8 - S

25.00 24.75 38 8 United Fire & Cas Co Ore mZ_ETs 25 T 090 3 29.00 28.75 14a ore than 242 ti es the 1976 dividend of
38.25 37.25 126 6 United States Fid & Gty Co NYSE 41 13 3.2 4 6 2.80 6.8 42.63 41.13 733 $1 08

15 50 14 38 137 United Svcs Life Ins Co OTC 15.00 O 0 5.4 0.96 6 4 15 0O 15 OO 18 2

are 7300 36 103 350 OF 74.75 13.00 1547 Uslife Corp NYSE zass 57 62 o.72 2o 25.75 2a.75 2782 - -

ot 1mes 10 Sa 1es s=  13.00 1275 707 Washington Natl Corp NYSE 37.63 07 77 150 40 37.63 36.00 587 Nationwide

oK Z100 sOo s7 1T= =a 21 oo~ 19.50 5.3 Zeruth Natl Ins Corp OTC 19.00 -3 8 101 0.63 3 3 19.00 18.75 325

ok a7s oo oo >o0 oo 475 a3 az4 . . . . .

ote 213 0o 61 cos =a 213 213 oo PEURANGE GOMPANIES AveracE 72 as Nationwide Corp. increased its first-quar-
ter dividend to 175 cents per share, an in-

AMEX o

S0 0O 2= OSSO0 S3 ° s0 8.75 109
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36.50 35.00 109

crease of 6% over the 16.5 cents paid a year

ago.
oic 29.25 -7 5 39 032 35 10.00 9.25 2a Alexander & Alexander Svcs orm 3300 -1 S5 108 164 SO 33.00 33.00 159.8
O 10.63 0.0 3.9 0.50 a4 7 10.63 10.63 oe Baldwin & Lyons Inc oic =100 —os ss oso =c 31.00 31.00 24 The dividend will be paid March 23 to
Corroon & Black Corp NYSE 20.88 -51 85 172 8.2 21.75 20.75 a1 s shareholders of record March 2
cic aces 5= s= zcee oo a0.88 39.50 2211 Crump E H Cos Inc OTCS 11 75 —41 102 040 34 118811 75 10.2
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1775 17.50 153 James Fred S & Co Inc NYSE 24.13 1.0 5.1 1.60 & & 24 SO 2a.13 522
Marsh & Mclennan Cos Inc NYSE 3350 -07 196 2 00 60 34.00 33.50 1245 .
8 50 89 S0 21 Penncorp Fincl Inc NYSE 713 50 52 016 2= 7.13 7.00 315.8 Revenues of Nationale-Nederlanden U S.
27.00 25.25 188 2 Reed Stenhouse Cos Ltd qMa1s0 —az os oscs as . f
* * ore 1=2.0011.50 83 Corp increased about 16% in 1980 to about 8
39.75 39.25 as
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30.25 2o.88 201 1 . . .
ternational business to total premium m-
ALE,IS/EKKERS AVERAGE 87 a0
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ot 4400 -17 40 O7= 16

Hartford Steam Boiler Insptn OTC 34 00 00 71 240 71

Integon Corp

Jefferson Natl Life Ins Co
Keper Corp

Lincoln Natl Corp Ind
Mgic Invt Corp

Mission Ins Group Inc
Nationwide Corp Ohio
Northwesbern Natl Life Ins
Ohio Cas Corp

Old Rep Intl Corp

Pinehurst Corp
Preferred Risk Life Ins Co

Provident Life & Acc Ins Co OTC

Republic Natl Life Ins Co
Ryan Ins Group Inc

St Paul Cos Inc
Safeco Corp

Sri Corp

Seibels Bruce Group Inc
Statesman Group Inc

NYSE 38.50 2.3 137 052 1 4
sic 39.50 00 14 5 0.64 1 &
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NYSE 40.00 -4 2 56 300 75
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come rose to about 50% from 44.5%, partly
because of favorable exchange rates

44.75 42.25 201 The N-N board expects the increase m
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The safe view of product liability

More and more businesses need
insurancf - 1 1, ¢,ker plall,ting to cover being
socked widi product liability actions. The
way Alexander & Alexander looks at the
liquid fertilizer industry vil] EN] 1, explain
how we n dllook atyourlidl ),lily rist. In
this case, wel, ,4 11»irough tlieeyes ol the
chemical m. itiiii.,1 urer. Probe A here tbe
Cialins II)[1: 6* d.1_"ise- from Jui iii ulation nifi'it
on through to end product use, misuse and
possible abuse.

Only by working fromaclient's
point of view can we be sure of providing
the most comprehensive, cost-efficient
programs possible.

Shortderm
and long-term protection
This insider's vantage point enables

our product liability specialists to formu-
late the best short- and long-term protee-

Sprayjng liquid fertilizeron acorn field in lowa.

tion for any - '-turer or association.
Accurately representing any client in any
i tic liitry to the 11!i,1, r Ir-riter-keeping the
LI, ,] 1,1 tsand cen 6 01'sal, :ty in mind,
controlling costs and claims.

Each» indus»y has dilferent needs.
For insurmce, for risk m.,pagement» for
human resource management, for financial
services. And each of our 120 offices here
and overseas has the facilities, expertise
and strength to fulfill the requirements of

any conipany, largeor small, inanyindustry.

We Lh ,iii abigreason A&A has become
one of the largest and most trusted insur-
ance brokers worldwide is that we work
the same way with every client. From the
client's point of view.

Alexander
SKexander

From the client's point of view.



