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update:
School district covered

for blast that killed 7
SPENCER, Okla.-Insurance and a state

law limiting liability for government enti-
ties to $300,000 should sufficiently protect
the Oklahoma City School District from any
liability claims arising from a water heater
explosion that killed a teacher and five stu-
dents at a elementary school Jan. 19.

A $3 million boiler insurance policy writ-
Continued on nezt page
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Spotlight: Self.insurance
Court rescinds stop-loss cover
due to faulty loss information

By RHONDA L. RUNDLE

LOS ANGELES-Self-insurers beware: Your excess

or aggregate stop-loss insurance could be in jeopardy if
your claims administrator negligently fails to report
potential losses to the insurer.

A Los Angeles Superior Court judge has rescinded
the last of four successive annual aggregate stop-loss
insurance policies provided by Stonewall Insurance Co.
to Food Fair Stores Inc. from 1972 to 1976. The court
ruled that Food Fair's broker/claims administrator had

negligently misrepresented loss information to Ston-
ewall.

Broker Adams, Scott.& Conway, a defunct New
York-based company, and its Group VII claims unit
had enough information in the third year ·of Food
Fair's self-insurance program to suspect its clients'
losses would pierce the excess insurance policy limits,
the court reasoned.

Failure to share that suspicion with Stonewall's gen-
eral managing agent, Dependable Insurance Agency,
was a breach of duty by ASC and Food'Fair to Ston-
ewall, ruled Judge Richard A. Gadbois Jr. Since Ston-
ewall renewed its contract on the basis of loss informa-
tion the broker knew was unreliable, the policy was
rescinded.

Stonewall had sought rescission of three other poli-
cies under various theories including fraud and negli-

gent misrepresentation. But the court upheld coverage
forthe first three years of the self-insurance program.

Substantial testimony was presented at trial to show
that ASC/Group VII and another Food Fair claims ad-
ministrator, Crawford & Co., had underreserved
claims. But this mistake, in and of itself, is not a proper
ground for rescission, wrote Judge Gadbois.

"Even when done well by experts, reserving is an
inexact function that involves a distinct risk of error,"
he observed. In a footnote, he added that poor reserving
was the principal but not the only cause of damage to
Stonewall in this case. "The period in issue was marked
by quantum jumps in inflation and claims costs...," he
noted.

Judge Gadbois was quite clear, however, in stating
that the ultimate responsibility for setting reserves, in-
cluding incurred but not reported losses, rests with the
insurance company.

Stonewall had ample means of ascertaining both ac-
tual reserve figures and the method employed in estab-
lishing them, the court said. "The insurer can and
should have monitored the aggregate excess program
on a regular basis, conducting thorough claims audits at
least annually."

Attorneys for the parties were still trying to under-
stand details of the decision, including its financial im-
pact, when contacted by Business Insurance last week.

Continued on page 62

Broke Mt i s attracting attention
By JERRY GEISEL

and EILEEN NORRIS

WASHINGTON-U.S. Rep. John Erlenborn wants
Congress to tackle the reoccurring problem of self-
funded multiple employer trusts that go broke and
leave health care bills unpaid.

But if the federal government doesn't get the ball
moving, California already has mapped out its strategy
to intercept the problem and stop the growth of unre-
gulated METs there.

Alarmed by the resurgence of self-funded multiple
employer trusts, which also were a popular vehicle for
health insurance in the mid-1970s, Rep. Erlenborn, R-
Ill., said last week that he will seek a congressional
investigation into the legal problems METs pose for

..regulators.
He will ask Rep. Philip Burton, D-Calif., chairman of

the House Labor Management Relations subcpmmittee,
to hold hearings in Chicago soon.

MET failures in a regulatory void have once again
become a "hot issue," Rep. Erlenborn told Business In-
surance.

METs, which provide comprehensive health insur-
ance benefits to individuals and small employers, be-
come more attractive when health care costs soar as
they have over the last couple of years. Individuals and

small employers who cannot afford the premiums for
health insurance provided by commercial insurers are
attracted to the METs that offer high coverage at a
lower premium.

Some METs are sponsored by commercial insurers
that are regulated by the states and, therefore, do not
concern regulators. But the METs that self-fund the
health care risks they cover can be a problem if they
are poorly managed with excessive amounts of the pre-
mium used for administrative charges instead of
claims.

In 1981 and so far this year, at least three self-funded
METs have collapsed, including the failure this month
of the Chicago-based National Health Care Trust,
which provided health insurance coverage for employ-
ees at 80 Illinois nursing homes. Unpaid medical claims
may exceed $250,000 (BI, Jan. 11).

At least a half-dozen self-funded METs are being in-
vestigated by the Illinois Department of Insurance, and
the California Department of Insurance is investigating
four that appear to be close to insolvency.

In California, the Department of Insurance is seeking
a sponsor for legislation that would give the regulators
more muscle.

If the governor supports the bill and it passes, Insur-
ance, Department investigators would have the power

Continued on page 63
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update:
School district covered for blast
Continued from previous page
ten by The Hartford Insurance Co. protects the district against prop-
erty and liability damages resulting from explosions of pressurized
vessels, says Darrel Shephard, the district's director of business
management. It also has $300,000 of liability insurance with The
Home Insurance Co. as part of a fire and extended loss policy.

A 1978 state law limits the liability of any governmental entity,
including school districts, to $50,000 per claimant and $300,000 per
occurrence, says Larry Lewis, attorney for the Oklahoma State
School Board Assn.

In addition to killing six people, the blast at the Star Elementary
School also injured 30 pupils, three critically, and did an undeter-
mined amount of property damage.

Brainstorm' fate not settled
LONDON-Metro-Goldwyn-Mayer Inc. must prove to insurers

that Natalie Wood's last film, "Brainstorm," cannot be salvaged be-
fore it can collect $8 milllion to $12 million for abandoning the
project, Lloyd's of London sources say (BI, Jan. 4).

If MGM cannot prove this to the insurers, including Lloyd's and
Pacific Indemnity Co., "they can sue us," said a Lloyd's underwriter.
"They can also take the suggestion of finishing the thing and then
underwriters will pay in that effect."

According to the policy terms, MGM must prove that Ms. Wood's
death turned the project into a total loss. MGM's film producer's
indemnity policy will insure the extra costs of finishing the film
without Ms. Wood if it decides to do so.

New premier named in Bermuda
HAMILTON, Bermuda-A new premier and the first chairman of

the influential Insurance Advisory Committee not connected with
the government were named last week in unrelated developments.

John Swan, formerly minister of home affairs, was elected to lead
the ruling United Bermuda Party, replacing David Gibbons who
resigned. Mr. Swan, a Bermuda businessman, is considered support-
ive of exempt company business in Bermuda, which includes the
commercial and captive insurance company business.

Robert Baker, chief executive of Bermuda-based Hudson Rein-
surance and Hudson Underwriting, was appointed chairman of the
Insurance Advisory Committee, a 14-member panel that was set up
under the 1978 Insurance Act to advise the minister of finance on
insurance regulation.

Formerly, the registrar of companies has chaired the committee.
The appointment of the first non-government official to chair the
committee is viewed as a signal that the government is responding
to the industry's desire for self-regulation. Bermuda's registrar of
companies, Verbena Daniels, remains a member of the committee.

Two men killed at dump site
UTICA, Mich.-The deaths of two men at a waste disposal site

Jan. 13 apparently were caused by a reaction of two chemicals that
caused the release of hydrogen sulfide gas, according to a spokes-
man for Liquid Disposal Co. in Utica.

Randy Lesner, 23, and Paul MeKinney, 41, Liquid Disposal em-
ployees, died when they were overcome by the chemicals after they
reportedly opened a valve on the tanker truck.

Several others were hospitalized, including the driver of the .
truck, employed by A-1 Disposal Co. of Plainwell, Mich., and an-
other Liquid Disposal employee. Thirty-seven people, including
Liquid Disposal employees and Shelby Township firefighters, were
taken to local hospitals for observation.

In Michigan, survivors of workers killed on the job are entitled to
a $1,500 burial allowance and weekly payments of 80% of the
worker's after-tax weekly wage, up to a maximum $307 per week,
for 500 weeks. Injured are entitled to the same weekly benefits and
medical benefits and are not precluded from filing personal injury
Suits.

Joanne Walker, a consultant to the Michigan Workers Disability
Compensation Bureau, said that the workers compensation insurers
for Liquid Disposal Co. and Shelby Township are Hartford Insur-
ance Co. and Celina Insurance Co. A-1 Disposal is insured by Ar-
gonaut Midwest Insurance Co.

Attention RM consultants
Today is the deadline for submitting questionnaires for the

risk management consultant directory to be published in the
Feb. 15 issue of Business Insurance. If you have not completed
and mailed your questionnaire, call Sallie Drury at 312-649-
5398 today.
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Nuclear captive heads
toward $1 billion limit

By JOHN W. MIUIGAN

NEW YORK-Nuclear Electric
Insurance Ltd., a Bermuda-based
captive insurance company, is well
on its way toward providing $1
billion in property coverage for its
nuclear utility members.

But similar success still eludes a

second group of nuclear insurers,
the pools of American Nuclear In-
surers (ANI) and Mutual Atomic
Energy Liability Underwriters
(MAELU).

The NEIL program now provides
$247 million in excess coverage
above a $500 million primary layer,
up from its initial offering of $118
milton excess of $500 million in No-
vember.

NEIL officials are hopeful that a
full $500 million excess of $500 mil-
lion can be in place by the end of
the year.

The ANI/MAELU insurance
pools, which already provide $450
million in primary property cover-
age, also have been working on a $1
billion property coverage program.

In a well-publicized tour last
year, ANI President Bert Proom
and other pool executives con-
ducted an extensive membership
drive among U.S. insurers and also
searched for extra capacity in the
London market and foreign insur-
ance pools.

Replacement power plan grows
By JOHN W. MILLIGAN

BALTIMORE-Baltimore Gas & Electric Co. soon will join 34
other nuclear utilities in a replacement power insurance program
that traces its roots to the 1979 Three Mile Island nuclear accident.

BG&E, with the blessing of the Maryland Public Service Commis-
sion, plans to purchase an extra-expense insurance policy on its Cul-
vert Cliffs Nuclear Power Plant.

The insurance program, offered by Nuclear Electric Insurance
Ltd., provides limited indernnification against the costs of buying
power from other utilities when a serious accident knocks a nuclear
generating unit out of commission. The coverage is separate from a
$500 million excess property insurance program that NEIL also sells
to nuclear utilities.

In a recent action, the Maryland PSC joined other state regulatory
authorities in approving the NEIL program as a legitimate operating
expense, allowing BG&E to pass on an estimated $4.1 million in
annual premiums and related costs to its customers.

But more importantly, participation in the NEIL program will
provide BG&E with a: least some protection against anexposure that
has severely drained the resources of the owner of the Three Mile
Island facility.

Continued on page 66

ANI/MAELU had offered nu-
clear utilities a program :hat would
provide $350 million excess of 5500
million through eith.r a pre-
funded offshore captive ir by Fost-
loss premium assessments. On top
of this, would be a third layer of
$200 million excess of $830 million,

rounding out the package to $1
billion.

But the ANI/MAELU effort has
been killed by the nuclear utility
industry's lack of interest in the
program.

While Mr. Proom says both pools
Continued on page 66

Wisconsin judge upholds
ingestion theory in DES suit

By RHONDA L RUNDLE

MILWAUKEE-Ingestion of the
anti-miscarriage drug DES by a
pregnant woman triggers the drug
maker's product liability insurance
to pay damages to cancer victims in
the next generation, a Wisconsin
court has ruled.

The declaratory judgment issued
by the Milwaukee County Circuit
Court was a victory for Kremers-
Urban Co., a small pharmaceutical
manufacturer located in a Milwau-
kee suburb that manufacturered

diethylstilbestrol, or DES.
Kremers-Urban had asked the
court to rule that DES-related
claims were covered under its
product liability policies in effect
from 1951 through 1976.

Damages alleged by DES daugh-

ters in 49 lawsuits filed against the
drug maker arose at the time of
DES ingestion by their pregnant
mothers, Kremers-Urban argued.
Ingestion is, therefore, an occur-
renee as that term is used in its in-

surance policies, the company rea-
soned in court documents.

American Employers Insurance
Co., a unit of Commercial Union
Assurance Cos., underwrote thE po-
licies but denied coverage on the
basis that bodily injury does not
occur until a latent condition mani-

fests itself. This is the same position
that Commercial Union maintains
toward asbestosis claims.

Other courts are considering the
thorny exposure vs. manifestation
issue, but the Dec. 15 Kremers-
Urban decision is believed to be

only the second ruling on what the-

Bill Densmore named cnief °
of B/'s New York Bureau
Bill Densmore has been promoted to chief of the New York bu-

reau of Business Insurance, Editor Kathryn J. Mcintyre announced
Effective today, Mr. Densmore, who has been an associate editor

in the Chicago office since October, will head the ,
three-man New York bureau. He will continue to
cover a broad range of topics, including the insur-
ance markets and aviation. His new phone number
will be 212-210-0139.

A 1975 graduate of the Univemity of Massachu
setts, Mr. Densmore, 28, has a bachelor of arts de-
gree with a major in environmental policy and
communications.

Mr. Densmore came to BI from the Chicago Law-  1
yer magazine, a local legal monthly where he was I -
associate editor. He also worked several years for Mr. Densmore
The Associated Press in the Massachusetts, Illinois
and California bureaus. He also worked at two daily newspapers in
California and Massachusetts, where he handled financial reporting

,assignments.

Mr. Densmore replaces former Bureau Chief Lisa Bergson who
resigned for personal reasons.

Other New York staff members are Associate Editors John W.
Milligan and James C. Lawson.

ory of liability will decide insur-
ance coverage for DES-related
claims.

The first decision, rendered in
1978 by the Supreme Court of the
State of New York, involved
American Motorists Insurance Co.

and E.R. Squibb Inc. In that case,
the court ruled in favor of manifes-
tation.

Continued on page 63

HCA to insure
new affiliate

with its captive
By KATHRYN J. McINTYRE 
NASHVILLE, Tenn.-Hospital

Corp. of America will insure the
professional and general liability
risks of its recently acquired Hospi-
tal Affiliates International chain

with its own captive insurer begin-
ning June 1, draining about $6 mil-
lion in premiums from the industry
captive Hospital Underwriting
Group.

HUG, whose 1981 premium vol-
ume of $13 million is expected to
fall to only about $9 million in June
after renewals from the three re-
maining members, is still viable
and will continue to serve its mem-

bers, its manager says.
HCA, which became the largest

operator of hospitals last year when
it acquired former HUG member

Continued on page 62



New York law firm
to defend airline

6

in crash lawsuits
By BILL DENSMORE

NEW YORK-A New York law firm with extensive experience in de-
fending air crash cases for Lloyd's of London and other insurers is repre-
senting Air Florida Inc. in two suits already filed in the Jan. 13 Potomac
River crash that killed 78 people, Business Insurance has learned.

George N. Tompkins, an attorney with the firm of Condon & Forsyth,
confirmed that he will be

principal defense attor-
ney for Air Florida. He
said his firm was re-

tained by Orion Insur-
ance Co. Ltd., the Lon-
don-based, lead un-
derwriter for Air Flor-

ida's $500 million in lia-
bility and hull insurance.

Within a week of the

crash, two suits were
filed accusing the
Miami-based airline of

negligence for allegedly
allowing its Boeing 737
twin-jet airliner to take
off from Washington's
National Airport during
a snowstorm without

being properly de-iced.
The aircraft struck an

auto bridge and sank in
the river.

The latest suit was

filed Jan. 20 in Dade

County Circuit Court in
Miami, Fla., by attorneys
for Priscilla Tirado, 23,

of Washington, one of
five people who survived
the crash. Her husband,
Jose, and infant son,
Jason, were killed.

The suit names Air

Florida Systems Inc., the
airline's parent com-
pany, and seeks compen-
satory damages "in ex-
cess of $500,000."

Photo: Wide World "The aircraft was not

The tail section of the Air Florida 737 properly serviced to
jetliner is raised from the Potomac. eliminate the buildup of

ice formations on the air-

craft," the Tirado complaint charges, adding that the alleged ice formations
"seriously affected the ability of the aircraft to fly."

The National Transportation Safety Board, which is investigating the
worst U.S. aviation accident in more than two years, has declined to specu-
late on the cause of the crash. But board officials acknowledge they are
examining the possibility that a buildup of ice or snow on the aircraft's

Continued on page 65

Did Northbrook extend
cover after disaster?

By BILL DENSMORE

KANSAS CITY, Mo.-At the request of broker Marsh & McLennan Inc.,
Northbrook Excess & Surplus Insurance Co. retroactively recognized two
additional insureds on its coverage for the Hyatt Regency Hotel skywalk
disaster, three other insurers allege.

Marsh & McLennan says all it did was persuade Northbrook officials to
agree that their $25 million excess umbrella layer must extend the same
provisions of an underlying policy, regardless of whether the names of
additional insureds were added to each excess policy.

The three insurers-Pine Top Insurance Co., owned by Greyhound
Corp.; Centaur Insurance Co., owned by Borg-Warner Corp.; and Insco
Ltd., owned by Gulf Oil Corp.-also question whether the extension of
coverage to Hallmark Cards Inc. and Crown Center Redevelopinent Corp.
affects the attachment point of their excess insurance, which they claim
was written only for Hyatt Hotels Inc. above Northbrook's line.

The three together wrote $25 million worth of excess umbrella coverage
for Hyatt on top of Northbrook's $25 million policy.

"In the course of representing our clients' interests to the Northbrook,
we were able to show them that, indeed, Hallmark and Crown Center
were covered by their policy," M&M President Robert Clements told Busi-
ness Insurance.

". . .That's not pressure, that's what we're paid to do."
The Pine Top/Insco/Centaur accusation adds one more nub to the al-

ready complicated litigation before Jackson County Circuit Court Judge
Timothy D. O'Leary.

At Hyatt's request, Judge O'Leary is to determine which 24 insurers of
Hyatt and Hallmark/Crown Center are liable and in what order to defend
suits and pay claims for the hotel operator and owner.

He must decide whether or not the owner and operator were legally
added to each other's insurance policies and then how the policies should

Continued on page 65
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. . .Make pipes around the country pop
By LEN STRAZEWSKI

CHICAGO-Popping pipes made telephones ring
off the hook at Industrial Risk Insurers' field offices

during recent Arctic weather around the country.
Before and after ice stopped up heating and fire

protection equipment, IRI policyholders called the
insurer's 24-hour RSVP hotline for safety and loss-
prevention advice during the frigid
weekend of Jan. 9.

The "Restore Shut Valves Pro-

perly" hotline, a 3-year-old program
designed to cut down on water dam-
age claims and help risk managers
plan fire protection when systems fail, usually gets
only a handful of calls, IRI engineers say. Even in
winter, the system averages fewer than 80 calls per
weekend.

But when Old Man Winter's temper turned foul
on Saturday, Jan. 9, the system went crazy with 155
emergency phone calls. By Jan. 19, IRI engineers
had handled more than 1,000 freeze-ups, impair-
ments and water system repair problems.

In the Chicago office, which usually handles one
or two weekend calls, IRI engineers worked on 30
emergency cases during the Jan. 9 weekend.

"Our guys were going crazy," re-
marked Ed Leedy, IRI executive staff
engineer and Midwest coordinator of

%. the RSVP system. "One of our engi-
neers woke up to his alarm on Mon-
day by answering the telephone and

' giving out emergency procedures. It's
true. His wife verified it."

Although most calls stemmed from
, frozen sprinkler systems, the record-

breaking low temperatures also
brought casebook problems.

"We were running into situations
that we had never seen before. In

6 Dallas, for example, the gas company
shut down service for most industrial

concerns so individuals would have gas for heat,"
Mr. Leedy reports.

"We got a bunch of calls from Dallas and the rest
Continued on page 66

. . .Keep rock'n'roll fans waiting
By STEPHEN TARNOFF According to Jack Fitgerald of the San Francisco

agency of Adler & Fitzgerald that placed the cover-
Bad weather kept British rock star Rod Stewart age, the Prudential policy was written to indemnify

from performing in Louisiana this Pace for out-of-pocket expenses if the
month, but a non-performance insur- concert were not held for any reason
ance policy guarantees the concert's beyond the policyholder's control.
promoters won't be left out in the Mr. Fitzgerald said insuring con-
cold, cert appearances is a good risk for the

Mr. Stewart's band equipment insurer. Rock groups have a good rec-
could not be transported to the con- ord for showing up for performances,
cert site in Shreveport, La., from Dal- he said. Sufficient money is at stake
las Jan. 14 because of bad weather so that the performers will get there
and icy road conditions. and will perform, he pointed out.

His failure to perform, however, But purchase of such coverage by
triggered coverage under a non-per- promoters is still not very common,
formance policy purchased for the he said. Most buy it only when they
Shreveport concert by promoter Pace are afraid the artist may not perform
Management of Houston from Pru- or when the contract they have with
dential Insurance Co. the performer requires it-as Mr

Policy limits were between $50,000 Stewart's contract does.

and $70,000 with a premium of $1,250 Photo: Warner/Reprise Pace, which promoted four of Mr.
to $1,750. Rod Stewart Stewart's concerts, had coverage for

The non-performance policy was each.

purchased in addition to a business interruption pol- Mr. Fitzgerald said when a claim is made, his
icy that Pace buys to protect itself from losses stem- agency will examine the promoter's books to deter-
ming from concerts canceled due to disasters like mine the out-of-pocket expenses and an attorney
fires or tornadoes. Continued on page 66

. . .And have Britain totaling the losses
By STACY SHAPIRO

LONDON-British employers, farmers and local
governments are beginning to tally the losses caused
by the snow and flooding that have marked Brit-
ain's worst winter since 1951.

The final cost probably will total hundreds of mil-
lions of pounds in property damage, business inter-
ruption and cleanup expenses, sources say.

Part of the cost is covered under insurance poli-
cies that include adverse weather conditions or
storm damage as perils. Weather damage to prop-
erty in December cost insurers more than 40 million
pounds ($74.8 million), said the British Insurance
Assn.

"This represents claims under both private and
commercial property policies," the BIA announced.
"It is too early to estimate the cost of weather dam-
age during 1982 so far, when flooding has been the
main problem."

The National Farmers Union Mutual Insurance

Society doesn't want to guess how much the final
insured loss will be. "But 40 million pounds is being

very optimistic," said Robin Harris, the society's
business insurance manager.

"I have no idea what the final cost will be."

Most of the claims are coming from farmers in
northern England, Scotland and Wales for drowned
livestock, flooded barns and damaged greenhouses.
Losses in December are up 400% to 500% from last
year, Mr. Harris said.

"It must cost between 150 and 250 pounds per
phone call we get now," said Mr. Harris. "And these
are only claims from farmers."

Damage to greenhouses is causing the largest
losses for NFU. Glass was shattered by the weight of
the snow, which is very unusual in Britain. But a
special greenhouse insurance policy includes
"weight of snow" as a peril, which is also unusual,
said Mr. Harris.

"The claims for glass houses can run from 250,000
pounds to a couple of hundred pounds," he said. "It
depends on what the farmer is growing in the
greenhouse. But the biggest claim so far has been
200,000 pounds."

Continued on page 66
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Travelers offering workers choice of IRAs
The Travelers Corp, responding ployee benefit that it feels lS "based • Court fees

to demand for retirement savings benefit beat upon fairness, equity and charity, • Medical expenses, including
programs, is creating several Indi- Gannett Co Inc , a communications physical examinations not covered
vidual Retirement Aeccunts op- firm based in Rochester, NY, with by existing medical Insurance
tions to its 28,000 employees aged bv The Mas:aciusetts Cos, a inT esttnents more than 18,000 employees, is • Transportation expenses foi

Employees with at least one year Travelers subsidiary In addition to the IRAs, employ- reimbursing expenses of families bringing a child from a foreign
of service have their choice of IRAs The company e> plains Hugh ees investing in the company's wishing to adopt children country to the United States
that e_ther offer a 15% return or in- Meinweiser, secretary of its pen- profit-sharing plan now receive a Tne plan, self-funded and ad- • Temporary foster care if re-
vest in a Travelers Equity Mutual sion marketing group, has e:tab- higher Mield The Travelers has in- ministered by the Adoption Assis- quired
Fund lished no minimum contribution creased the return to 12%, up from tance Plan Committee, an in-house Jacqueline Dienstag, the corn-

Employees who contribute to the schedu_e for any of the plans Em- last yeark 9 35% employee benefits board, provides pany's manager of employee bene-former will receive the +5% yield ployees can make lump-sum con- Under the plan, employees can full reimbursement up to a $1,500 fits, says the program is a "fair and
for every year they contmute until tributic,ns to the accounts or make contrib-ite up to _0% cf their pay- ma).imum to full-time employees equitable" benefit designed to give
1986, when the interest rate will be contritutions once every pay pe- through payroll deduition- nto a who incur expenses in adoption employees wishing to adopt chil-
changed Employees who Join the riod fund tbat invests in a mutual fund, Reimbursements will be paid to dren the same advantages givenplan after this year will receive the Emp.oyees can sw tch IRA plans a fixed-income fund or Tra ;elers employees who legally adopted a employees who receive company
current marketplace interest rate once every six months, he says stock The Travelers matches con- child on or after July 1, 1981 Eligi- maternity benefits for natural

All Travelers employees can also However, an employee investicg in tri,uticns of up to 5% of salary with ble expenses include births

contribute directly to a company- a fixed-rate or a money market comang stock
sponsored IRA that invests in com- fund pool can only shift to a com- • Reasonable and customary Made any benefit changes? Write
mon stock funds, bond funds or the mon stock pool to discourage em- Adoption benefit public and private agency fees James Lawson, Associate Edztor,
American Liquid Trust, a money ployees from making numerous • Reasonable and customary Business Insurance, 220 E 42nd St,
market mutual fund that is man- shifts from long-term to short-term Determined tc provide an em- legal fees New York, N Y 10017, 212-210-0143
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J:11-{,4 - I. )-  1- Firm to aid
self-fundersi of black lung

Shippan International Insurance
th- Co Ltd has been formed In Ber-

muda to provide qualified self-in-
Walton makes surers with insurance and reinsur-

lil'iII ' 1 ance for occupational disease habil-
ity risks including black lungproducers The company expects in the fu-

t ture to write other insurance lines
.

rnore productive. including product liability, general

4.4

liability, life and health coverages
r f Capitalized at $27 5 million,

Shippan is proceeding with regis-
i

That's because Walton offers you tration under Bermuda's insurance

laws General Re Services Ltd, a
fast answers, creative ideas subsidiary of General Re Corp,

provides underwriting and admin-
and a degreeofconsistencyf istrative management for the com-

that helps save costly rrmarketlng pany

Among the initial investors are
efforts General Re Corp, St Paul Fire &

Become more productive
Marine Insurance Co, Federal In-

1 surance Co, Hartford Fire Insur-

1 Call or telex Walton. ance Co, GEICO and INSCO Ltd
1

1

Walton Insurance Limited New name
1 .1 Penn General Agencies Inc hasGlobal House, Church Street 'li formally changed ltS name to Re-

PO. Box 1833, 1,1. public Hogg Robinson Inc
1 5, , The name change iS the final step

Hamilton 5, Bermub in the acquisition Qf Penn General,

Telephone (809-29) 2-3304
the 14th-largest insurance bro-
kerage in the nation according to

Cable' "INSURAN" BERMUDA11I BI figures, by RHR Ltd, a partner-
ship of Republic Steel Corp and

Telex. 3457 INSUR BA Hogg Robinson Group Ltd
I

Political risks

American International Group
Inc has formed a new managing
agency to market political risk cov-
erage

AIG Political Risk Inc will rep-
. f , , '1 resent insurers that have a capacity

of more than $50 million per risk
r

d

1

1 1 - Jig,- through treaty and facultative
1. 11! reinsurers

Although National Union Fire
WALTON if 1 , Insurance Co of Pittsburgh and

It other AIG companies have written
nsurance Limited political risk coverage since the

early 1970s, National Union Presi-
dent Joseph P DeAlessandro said
the decision to develop a separateLI

f

1

entity for marketing political risk
insurance reflects AIG's recogni-J

j , S
1 1 tion of the importance of a private

insurance market for the coverage

1f -*f" St- L T ' j L
1. A fl< :11 6. 9 New offices

1
" Harry W. Gorst Co. Inc. has

1 1-3 :f-·,1 , Li. . moved to 805 Fairmont Ave , Glen-
dale, Calif 91203, 213-507-0900

r + / ij}j Goldman Co. of New England
Inc has moved to offices at One

11» Pillsbury St, Box 891, Concord,
. N H 03301, 603-224-4009
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WAUSAU WORKS

for you
and your employees.

ce-->0

WAUSAU
iRA·FLEX 

The new Economic Recovery 'Ihx Act
of 1981 allows you to save for yourretire-
ment. . up to $2,000 annually, for indi-
viduals; $2,250 for spousal arrangements

. deduct your savings from income and
defer taxes until your retirement.

Until now, if you were covered by a
pension plan, you were probably ex-
dluded from participation in IRAs. But
IRAs are now available to everyone with
earned income. That's you.

And WAUSAU IRA-FLEX has spe-
cial features to assist you in taking ad-
vantage of the new law.

Impressive Earnings.

WAUSAU IRA-FLEX gives you at-
tractive earnings. The rate is comparable
to that of Certificates of Deposit and U.S.

Treasury bills at time
of purchase.

What's more,
Wausau guarantees
this ratefor a full year.
The rate will be ad-

justed to current rates
in effect on each policy
anniversary.
Unlike many
other plans, an-
nuities have a

-- guaranteed
- minimmm rate,

and at Wausau <9,
)-)-)- that's 446%. -mf .E.

,

1

Impressive Tax Deductions.

Your contributions, within approved
limits, are tax deductible. Every year. It
will pay you to plan to con-
tribute up to the limits
allowed to gain the max- -4 6 I

imum tax.advantage. -L
However, all lesser
contributions are still
deductible. Your

earnings on the plan
are deferred from 3

taxes until you
withdraw them.

There is a difference in IRA plans.

\$*

111 .. -'., , 11. 1.
Put time to

workforyoiL

Thesooner you begin
to participate in
WAUSAU IRA-FLEX,
the greater the amount of . =..\\
money you will accumu- i Z 
late. As with all other I

forms of savings and p,ibre-
 \earnings, time works

wonders with money 
This is even more impor- 6
tant with IRAs becaus

of the tax deductions and the defe ent

of taxes untilyou retire. WAUSAU IRA-
FLEX is the kind of plan you will want
to participate in as soon as possible. The
new law permits participation beginning
January 1, 1982.

WAUSAU IRA-FLEX is an· Indi-
vidual Retirement Annuity. All the
money you contribute to a WAUSAU
IRA-FLEX goes to Not just foryou.
work for you at once. But for youremployee too.
Plus, you can vary the
amount you contrib- WAUSAU IRA-FLEX is available from

ute. And look at these your local Wausau representative...
guarantees: rate of re-*4 the same person who calls on you re-

turn, cash surrender 18, 1 ( i garding your business insurance pol-
value, lifetime an--lf%2_,- idea. And Wausau hasaspecial program
nuity income, sur- ('V/&4 YA-- thatmakes iteasier foryouandyourem-
vivor benefits, and the Wi'r• · ,=2----ployees to participate. We· are experi-
optional waiver of premium if you're dis- enced in payroll deduction plans. Your
abled longer than six months. Only in employees may already be on this plan
an insured plan can you get these for payroll deduction life insurance. It's

guarantees. just as easy for you to arrange payroll
Be sure to take advantage of the deduction for WAUSAU IRA-FLEX. It

new tax law and the advantages you gain offers employees the convenience of sys-
from WAUSAU IRA-FLEX. tematic savings on a tax deferred plan.

Pbr many reasons, when you
think IRA, for yourself or on be-
half of your employees, think
WAUSAU IRA-FLEX.

 5-£5 -.. ..-'S.*-69
' WAIT SATI-

WAUSAU
INSURANCE
COMPANIES

® WausauWisconsin54401

WAUSAUIRA FLEX. A LOT TO LO

Underwritten by Employers Life Ins,tr-
ance Company of Wausau. This plan
(WAUSAU IRA-FLEX) is not ovailabls
in all states - insu,ance department ap-
provat pending in certain states. Check
with yolir Waisal6 representative for
complete details.

OK FORWARD TO.
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Is Your Group Big Enough to Play in the
Self insurance or Captive Ballgame?

X f
CRC con tell youll

Feasibility Studies
Reinsuronce Placement

Underwriting
Loss Prevention

Claims Administration

Captive Management
Risk Retention Act Feasibility

-coup end Aslation Speciaists li''1ConsultantsCorporate
Risk

The Winning
CO

Contoct:

Lorry Krous. ARM
24370 Northwestern

Southfield, MI 48007

(313) 358-1100

OSHA unveils plan
for self-inspections

By JERRY GEISEL .  1*.WASHINGTON The Occupa-
tional Safety and Health Adminis-
tration, long accused by industry as
inefficient, now says it wants labor
and management to conduct rou-
tine safety inspections.

"With only 1,200 inspectors to
cover 3 million workplaces, OSHA
cannot possibly inspect all of the
nation's workplaces regularly,"
OSHA chief Thorne Auchter says.

Under a proposal published last
week, OSHA will urge the estab-
lishment of pilot projects in which
employers and workers would set
up their own safety programs.
While OSHA would oversee the
programs, it would halt routine in-
spections, allowing the safety

ination

Its a atter o e amwar.

To win in the pros you have to play teani
basketball. If you let your superstar
center try to do it all, you'll probably
lose.

It's the same in the insurance business.

Winners rely on teamwork. That's why
Argonaut works exclusively through
independent agents and brokers. We
want our insureds to have the combined

expertise and experience of two
insurance professionals.

Whether you need workers'
compensation, hospital liability or other
commercial casualty lines, we're always
ready with affordable, quality coverage.

Independent Agents, Argonaut, and You.

The winning combination.

*I#FArlIong,uL

Whir/ pop tak/your bummi/„rualy.
National Specialists in Workers' Compensation and Hospital bability.
250 Middlefield Rd MenIc Park. CA 94025 (415) 326-0900

agency to concentrate on more seri-
ous problems.

OSHA says employers could
qualify for the voluntary inspec-
tion project if they opt for one of
three safety programs. They are:

• Employee participation pro-
grams. These include the STAR
(Sharing the Accountability for
Regulation) program for general
industry firms that have experi-
enced labor-management commit-
tees with an internal complaint
system and detailed safety pro-
grams. A similiar program, Project
Build, would be geared for the con-
struction industry with joint
labor/ management committees at
individual worksites.

• Management initiative pro-
grams. These include the PRIME
(Positive Results Through Inten-
sive Management Efforts) program
that would recognize companies
that have demonstrated success

with employer-initiated safety pro-
grams.

• Private Sector Support for
Small Business. Under this pro-
posal, trade or professional associa-
tions would set up safety programs
for their members.

Under all the approaches, OSHA
would continue to investigate em-
ployee complaints of imminent
danger as well as all serious work-
place accidents.

OSHA's enthusiasm for volun-
tary inspection programs stems
from the success of the Bechtel
plan. A labor-management safety
committee at a Bechtel Group Inc.
nuclear power plant project in San
Onofre, Calif., conducts safety and
health inspections monthly to
make sure hazards are corrected.

OSHA, which published the pro-
posal in the Jan. 19 issue of the
Federal Register, wants comments
from employers, labor and profes-
sional safety organizations.

Four copies of the comments,
which are due by March 15, should
be sent to Docket Officer, Room
S6212, Docket No. P-100, U.S. De-
partment of Labor-OSHA, 200
Constitution Ave. N.W., Washing-
ton, D.C. 20210.

Multiemployer law
A Senate panel wants to take a

second look at a 1980 law that im-

poses massive liabilities on employ-
ers who withdraw from multiem-
ployer pension plans.

The Senate Labor subcommittee
will hold hearings March 11 and 17
on problems the Multiemployer
Pension Plan Amendments Act has
caused employers.

Under the act, an employer that
withdraws from a multiemployer
plan must pay a share of the plan's
unfunded vested benefits.

Because many of the plan's have
been poorly funded, employers
now leaving the plans have been
hit with huge withdrawal liability
bills. In some cases, those bills have
exceeded the firms' net worth.

At the hearing, the subcommittee
also will look closely at legislation,
S. 1748, drafted by the American
Trucking Assns. and proposed by
Sen. Orrin Hatch, R-Utah, that
again would allow employers to
withdraw from multiemployer
pension plans without paying the
pension liabilities (BI, Nov. 2, 1981).

Under the Hatch bill, an em-
ployer's liability to a multiem-
ployer plan would be limited to a
negotiated contribution rate ham-
mered out at the bargaining table
between the union and company.

The hearings will begin at 9:30
a.m. in Room 4232 in the Dirksen
Senate Office Building. .



Great problem solvers
of the 20th century.

Z
2

i

r

The Wright Brothers
1 1

Hen Ford

First there was Freud. is none.

Then Madame Curie. Using captive reinsurance
Then Einstein, the Wright facilities in developing plans to

brothers, Henry Ford and Iko minimize your income tax.
Brandstatten And making financial protec-

Leo Brandstatter? tion affordable at a time when

Like all AIG Risk Management everything else isn't.
account executives, he's doing for AIG has one of the most

his profession what other greats experienced risk management
have done for theirs. services anywhere. In fact, our

Solving problems that many people have solved problems that
would consider unsolvable. others don't even know exist.

Like setting up note programs That's important for you to
to improve cash flow where there know.

Albert Einst*in

Because when it comes to solv-

ing problems, a company that's
still gaining experience could
leave you with a bad experience.

Which is why the world will
always remember the contribu-
Cons of Freud, Einstein and
Brandstatter.

AIG Risk Management.

The AIG Companies.
Let us take the risks.

For more information, contact AIG Risk Management, Dept. A, 70 Pine Street, New York, N.Y 10270. A Member Company of American International Group.
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editorial opinions business
insurance®Improve self-insurance rules

Reporting weekly for corporate risk,
TATE REGULATIONS governing self-insurers of actuaries could determine what amount of risk the employee benefit and financial executivesSworkers compensation risks need to be overhauled company is capable of bearing, what excess insurance

for effectiveness and efficiency is needed and what further financial guarantees are Publisher: Alfred Malecki (New York)

Two important changes should be made First, states warranted. In addition to the quarterly reports, the reg-
Editor: Kathryn J Mcintyre,ARM (Chicago)should require quarterly financial statements from ulators will be closer to the self-insurer and will know

self-insurers Secondly, a company self-insuring work- sooner than a regulator in another state if the company Managing Editor: Lorne Gawla (Chicago)

ers compensation risks anywhere in the country should is getting into financial trouble that could jeopardize its Senior Editor: Len Strazewski (Chicago)

be regulated only by the appropriate state agency-the ability to self-fund losses CHICAGO· James M Burcke (Copy Editor)
insurance department or industrial board-in ltS home We expect many state regulators to fight such a pro- Eileen Norris (Assoc,ate Editor)

Stephen Tamoff (Assoctate Editor)state. posal as stepping on their turf, but we hope they will
Donna L Yanish (Agent/Broker TopicsTogether, these changes will improve solvency regu- recognize the efficiency and effectiveness of one-state

Assoctate Editor)
lation and make the system more efficient. regulation of self-insurers. To ensure proper regula- Claudette Dampler (Assistant Copy Ed,too

Today, self-insurers file financial reports annually. tion, a model bill can be drafted and only companies in Merrill S Saltzman (Graphics Editor)

We agree with the Illinors Insurance Department that states which adopt the model bill will be afforded the Amy Palmer (Production Assistant)

Jim Bakasetas (Product,on Assistant)in today's economy a company's financial position can efficiency of this new one-state regulation of their self-
Dorothy Parr Snowden (Proofreader)change dramatically over 12 months. A company that insured workers compensation programs.
Sallie J Drury (Editona/Assistant)

looked strong enough to self-insure today may not be The National Assn. of Insurance Commissioners and
DALLAS· Steve Sherwood (Associate Editor)six months from now Quarterly reports will give regu- the International Assn of Industrial Accident Boards &

lators the information they need to monitor the finan- Commissions should begin work now on such a model LONDON: Stacy Shapiro (Assoc,ate Editor)

cial strength of self-insurers bill. LOS ANGELES: Rhonda L Rundle (West Coast Editor)

Employers won't like the additional work of quar- This strengthening and streamlining of regulations NEW YORK. Bill Densmore (Bureau Chie/)
terly reporting, but we bet they would consider it a governing self-insurers of workers compensation are James C Lawson (Assoc,ate Ed/toO

John W Milligan (Associate Editor)more than fair trade if state regulators would get to- far more important than considering what other regu-
gether and stop requiring every multistate operation to lations should be implemented governing self-insurers WASHINGTON: Jerry Ge,sel (Washington Editor)
seek qualification as a self-insurer in every state in of other risks, as some state insurance commissioners Corporate: Todd E Fandell (Corporate Editor)

which it wants to self-fund workers compensation. The are discussing (BI, Jan. 18). Joe Faraci (Corporate Art D,rector)

paperwork alone drives up expenses unnecessarily. In The current economy demands these reforms Re-
Advertising Director. Donald A Walsh (New York)addition, minimum bonding requirements in various cession-squeezed companies are looking for places to
Midwest Sales Manager: Robert L Niesse (Chicago)states can pile up commitments far beyond what's nec- save money and improve cash flow Some of them may

essary to guarantee claims payments, as Associate Edi- not be the best candidates for self-insurance. More fre- CHICAGO: Don Mahlmetster (Distnct Manager)

Barbara Tosheff 63/ass,hed Sales)tor Eileen Norris reports (see story, page 59). quent financial reports from these companies are cer-
Fran Pryby\o (Production Manager)One state agency in the company's home state would tainly necessary And to be sure companies can run

LOS ANGELES: Lori Weinstein (Ass,stant)be a far better regulator of the self-insurer. The one their self-funded workers compensation programs at
agency would have an overview of the company's en- the least cost while maintaming solvency, one-state NEW YORK: Charles A Horvath (Distnct Manager)

Jack Forrest (District Manager)tire self-funded workers compensation program and its regulation is a must
Timothy O'Hara (Distnct Manager)

letters Director of Communications: Ronnie I Drachman

(New York)

EDITORIAL Chicago 312-649-5398

HMOs really cut pay $100,000 to an insurance company, Business Insurance explain'> Dallas 214-528-3561

have $95,000 worth of claims and argue William K. Aycock London 01-637-7961
that it had cost him an additional $5,000 Personnel director

health expenses Los Angeles 213-651-3710
simply to provide the coverage. North Carolina Natural Gas Corp New York 212-210-0100

Well-managed HMOs have the poten- Fayetteville, N C
Washington 202-638-5300tial to provide stabilized premium costs 1

To the editor A letter by Norman Tap- due to their very structure Not all HMOs • Ms Marle repties «Yes, this refers to ADVERTISING: New York 212-210-0133 i

per (BI, Dec 28, 1981) says health mainte- are well-managed and not all forms of premium dollars, wh:ch, when a company Chicago 312-649-5276
nance organizations may not cut costs He HMOs are, by their very nature, condu- is erpenence-rated, 90% pays claims and Los Angeles 213-651-3710
cites as an example an employer spending cive to cost containment 10% 18 for administration erpenses "

COMMUNICATIONS. New York 212-210-0132$75,000 on 100 employees who Join an However, as an industry, their potential
HMO The claims reduction to that em- for cost stabilization through the injection Alcoholism treatment CIRCULATION: Chicago 312-649-5221

ployer's existing plan will decrease only of competition and the structure of the
$70,000, creating the total effect of the HMO is the only hope, ultimately, to com- To the editor We applaud you for your Published by Crain Communications Inc, Chicago

G.D. CRAIN JR.HMO costing the employer $5,000 bat rising health costs If emphasizing excellent story on alcohol and drug addie-
founder (1885-1973)Mr Tapper's premise has serious flaws preventive medicine, reducing unneces- tion, "Companies are learning it pays to
MRS. G 0 CRAINIf the employer spent $75,000 and the sary hospitalization and surgery and em- help workers beat the bottle" (BI, Nov 16,

chairmanclaims reduction to his plan were $70,000, phasizing outpatient care cannot reduce 1981)
KEITH E CRAINthat implies that the HMO spent the premium costs in the long run, I don't We want to clarify, however, that the

vice-chairman$70,000 delivering care to those 100 em- know what can. Sept 1 date you mention as the start of
S.R. BERNSTEINployees The HMO very likely has con- In the very same 1SSUe of Bustness In- our alcohol abuse program is the date of a

chairman/executive committeetrolled costs even afer spending $70,000 surance, an article by Jerry Geisel indi- special local union-management agree-
RANCE CRAINon those employees It lS more likely that cates that "HMOs continue to be more ment at our Bethlehem, Pa, steel plant,

under traditional group insurance his successful than conventional indemnity reached during the 1980 labor negotia- president

MARY KAY CRAINpayout for the same services might have plans in keeping their members out of the tions There-and at all our other operat-
treasurer

been higher and, in fact, the services may hospital Between June 1980 and June ing locations-Bethlehem Steel has had a
MERRILEE P. CRAINhave been greater due to the incentives 1981, the average plan used 467 hospital corporatewide alcoholism program in ef-

secretarybuilt into the traditional fee for service days per 1,000 members Durmg the same feet since 1965 The corporation has been
DAVID J CLEARYIt is a well-known fact that HMOs con- period, Blue Cross/Blue Shield plans re- paying all alcoholism treatment costs

executive vp/general managertrol utilization of services, whether they ported a hospital utilization rate of 725 since 1975
JAMES M FRANKLINbe X-ray, laboratory, hospital or surgical days per 1,000 " That reduction has to We feel the program has been most ef-

vp/financeservices If the HMO held the cost for have saved somebody, somewhere, some fective Our only concern is over those
Published weekly at 740 Rush St, Chicago, 111 60611 Offices 220 Eastthose employees to $70,000 and at the money employees who suffer from the disease of
42nd St , New York, N Y 10017, Suite 515, National Press Building,same time impacted hosptial and other Eileen H. Wilson alcoholism who have not come to our at-
Washington, D C 20045,6404 Wilshire Blvd, LOS Angeles, Calif 90048,medical costs, then that same employer Marketing director tention and, thus, have not had the bene- 5327 N Central Expwy, Suite 200, Dallas, Texas 75205,25 Bedford

could very likely have experienced costs Health First (an HMO) fit of our consultation and treatment Square, London WC183HG, England $1 a copy $40 a year in U S Canada
much higher that $70,000 Therefore, Mr Memphis, Tenn John D. Bealer, M.D. and all other foreign add $14 for surface mall Europe and Middle East only
Tapper's theory that offering the HMO Corporate medical director add $35 for air delivery First-class man to U S and Canada only, add $50
may actually cost the employer is not nec- Can you explain? Bethlehem Steel Corp WILLIAM STRONG, vp-circulation BARBARA RANDICK, circulation

manager ROGER DIGREGORIO, Adm/ment director Four weeks' noticeessarily plausible Bethlehem, Pa
required for change of address Send subscription correspondence toAdditionally, an employer who pur- To the editor· Mary Lou Maxie com-
Circulation Dept, Business Insurance, 740 Rush St, Chicago, 111 60611 orchases a commercial insurance package ments m her Perspective article (BI, Dec
phone 312-649-5221 Telex 25-4248, Cable CRAINCOM Microfilm copiesrealizes that if his experience is 100% of 14) that "the audit examines actual rec- Business Insurance welcomes letters from its are available from University Microfilms, 300 Zeeb Rd, Ann Arbor, Mich

premium, he is automatically going to get ords of claim payments, where approxi- readers Please keep your comments as brief 48013 Microfiche copies available Bell & Howell, Micro Photo Division, Old
a premium increase because commercial mately 90% of benefit dollars are spent " as possible We reserve the right to edtt let- Mansfield Rd , Wooster, Ohio 44691

premiums are developed to incorporate I have taken "of benefit dollars" to ters for clanty or space Send your com-
reserves, commissions and other acquisi- mean "premium cost," whereas others in- ments to Letters to the Editor, Business In- Member of Business

Pubhcations Audit of Circulation *ABP
tion costs Therefore, the employer could terpret it otherwise Can Ms Maxie or surance, 740 N Rush St, Chicago, Ill 60611
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Now with a single policy from Shand,
Morahan & Company, today's multi-faceted
financial institution can enjoy an insured
protection program previously attainable
only by combining several separate policies.

Included in this new coverage package
are: 'Ihistees E&0/D&0 including
coverage for trust department employees,
D&0 liability for all non-trust activities,
fiduciary liability for employee benefit
programs, and blanket bond coverage.

The advantages of this package
approach are many, including the elim-
ination of gaps, overlapping and coverage
conflicts between separate policies. This
could result in a reduction in overall pre-
mium. And it gives the added benefit of

, dealing with a single knowledgeable under-
writer and claims staff.

A multi-faceted coverage package
designed specifically for today's multi-
faceted financial institution. Another inno-
vative concept from the underwriting pro-
fessionals at Shand, Morahan & Company.

Il Shand, Morahan
••&Company, Inc.

Y
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6 41*

1

One American Plaza, Evanston IL 60201. 1%5

f{-l ' ' 312/866-2800, Teles 72-4328
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Another PIA first!

IF YOU ARE CONCIERNED WITH THE
FINANCIAL CONSEUENCES
OF SHOCK L- ct U6nc- YOUR..d.lill'll li

RETRO PROGRAM.
3

4

9

1

, 4 · f -1>

4 V

--

NO MATTER WHAT BUSINESS YOU'RE IN YOU CAN BE SUBJECT TO A SHOCK LOSS.

NO .'.-56·J C ··': : r. ,-rECT -YOUR lA E--F\,0 1.[_: ,_,N: 1

AND AVOID Tr IE PLNAL; 4 l.,5.[>E H ¥01_Er: .: i .,1«

ERS' COMPE '.SATION FRE-12{(-,)31L(--T,E B.VING
P_ AK.. F, 4 f .:TALT:1RD»kieS ACE.IDENTS HLS.JO
P.... IN 5.: .'dr{ OB OrrCH SERIOUS SPECIFIED
Er·..,L·HILS T:l.1 EMPLO i ERS.

LXC ,- S S PA 5 ':IU r.1 61 1 .'1 RGES F O R A ' LOSS 1_1 V I-
TA:IC. ARF EXPENSIVE AND ONLY OFFER PRD-
TECTION IN EXCESS Or= A SPE (NEPS LIMIT

WORKERS' COMPENSATION
RETRO PREMIUM SPECIAL COVERAGE
INSURANCE:

• Offers First Dollar Protection

• Eliminates the financial effect of
such covered loss which exists

underyour Retro Plan.

HERE'S HOW IT WORKS:

y.,1 jr Rot'n Pro'n,un *11]11 bo ri,r,-ik t:latrvi f' i'' r „11 '11(1
1'.0 Z '7-:0-.' I 01,each 03:·Crod los. , °:.,rt

, F,,,],pt/. wi,-'r ° 6-.rn: F'tar} :ubv,-t ' L' *, ,«,1

fl f'ti"un:-e t -) ?foll IL..__ .. ... ' 9,( 11 co'11[ill'al,(:'3

Example:

F._' ,:FE , i.,

HI. 11, '*b E._.i' .

STANDARD PREMIUM:

MINIMUM PREMIUM:
MAXIMUM PREMIUM:
BAqC:
LOSS CONVERSION FACTOR:

TAX MUCriPLIER:

r:: Tr- ;1. - l

LIMIT EACH EMPLOYEE
LIMIT EACH ACCIDENT

PIA INTRODUCES

WORKERS' COMPENSATION RETRO PREMIUM
SPECIAL COVERAGE INSURANCE

ASSUMING INCURRED LOSSES OF 5250.000 WHICH INCLUDES $70,000 LOSS FOR HAND AMPUTATION.

WORKERS' COMPENSATION

RETRO PREMIUMCALCULATION

BASIC:

CONVERTED LOSSES:

$ 60,000.
282,500.

11,988.
TOTAL RETRO PREMIUM $354,488.

ADDITIONAL PREMIUM DUE WORK- $54,488.
ERS' COMPENSATION INSURER:

PIA RECALCULATED

SPECIAL COVERAGE INSURANCE

BASIC: $ 60,000.
CONV'ERTED LOSSES: 203,400.

9219TAX

TOTAL RETRO PREMIUM: $272,619.

AMOUNT DUE INSURED: $81,869.

ALTHOUGH THE EMPLOYER WOULD PAY HIS WORKERS' COMPENSATION
INSURER $54,488,THEY WOULD RECEIVE $81,869 FROM
PIA RETRO PREMIUM SPECIAL COVERAGE INSURANCE.

3."-/.'1 J

$300.000

sa

12596

20Pe . 1....1  Have your broker furnish you with thedetails inobtainingthis valuable protection at reasortable cost.1.13
1.035

r--
1.· <ANCE

$100,000.

$too.000

The Broker's Broker
Professional Indemnity Agency
110 L,1.: 691!1 Stio,4 -Suite c::J

N, ... v, :4 N Y. 10022

Dum r,»· 2* 148-436/1'itot -, , . C20-129
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Self.insurance
The empire'
is beginning
to strike back

By JOHN W. MILLIGAN

NEW YORK-In the war among insurers, brokers
and service companies over the self-insurance market,
title this chapter "The Empire Strikes Back."

The empire-the nation's major insurers-has at last
responded to the demand for self-insured programs
with a new spirit of accommodation and a'variety of
unbundled services.

Insurers are trying to re-enter the large commercial
account market that all but abandoned them when they
refused to respond to the new corporate desire for risk
retention and claims control. It looks a bit like a Trojan
Horse tactic at times as the insurers package their ser-
vice wares under the guise of independent subsidiaries
-no tricks necessarily implied except the desire to get
their people back on accounts at least selling service.

Risk managers, brokers and insurers have discussed
the unbundling of insurance company services for
years, but now there are more insurers really doing it
and fighting hard for the business. Some brokers and
independent service companies complain insurers
aren't offering anything new with their new subsi-
diaries created to service self-insurers, but corporate
buyers are finding the flexible service they want com-
ing outof these subsidiari*s. No longer are they forced
to buy a package of insurance-and service on a "take-it-
or-leave-it" basis. They can buy virtually any combina-
tion of service or coverage they want.

Certainly, insurers prefer to sell policies or service
and excess programs in tact. But in a game of push and
shove between risk managers and insurers, the latter
has given up a lot of ground in the past few years.

In the past two years, consultant H. Felix Kloman,
president of Risk Planning Group Inc. in Darien,
Conn., has seen a "substantial willingness" of insurers,
brokers and service firms to sell their services piece-
meal to"any andall."

The move toward unbundled services can be viewed

in three stages, Mr. Kloman says.
The first stage is setting up a subsidiary or affiliate

"to sell separately some of the services that were once
packaged."

The next step is to establish a "supportservice opera-
tion" with additional personnel to augment the initial
service sales effort.

And finally comes. a separate profit center that acts
independently from and competes with its parent com-
pany.

While most insurers are still lodked in the first two

stages, Mr. Kloman expects that more companies will
move to the third and final phase in the foreseeable
future.

Many insurers have taken this path out of necessity,
not out of choice. If they didn't do it, risk managers
would get service somewhere else, industry executives
admit.

One source risk managers have turned -to is the na-
tional brokers.

Marsh & McLennan Inc., Alexander & Alexander
Services Inc.,'Frank B. Hall & Co. Inc. and Fred S.
James Cos. Inc. are some of the large brokers offering
programs in direct competition with insurers.

Some, like M&M and Hall, even offer the use of an
affiliated insurer if that's what the buyer wants.

The major claims servicing firms, like GAB Services
Inc. and Crawford & Co., have enabled risk managers
to eliminate their dependence on the insurer's claims
department.

Mr. Kloman also notes that service competition now
comes from sources outside the insurance and bro-

kerage industries and that these sources will continue
to grow.

E.I. du Pont de Nemours & Co., for example, now
offers its engineering services in competition with in-
surers and brokers.

So it's no wonder that the empire had to do some-
thing.

The response of many insurers has been to open a
Continued on next page

The first risk retention pool
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Administration

options divide
self-funders

By STEVE SHERWOOD

HOUSTON, Texas-Outside administration of self-
funded property/casualty risks "totally ruptures the
first principle of management-control," says the risk
manager of an oil exploration company here.

Another risk manager says using an -insurer or an-
other third party to administer his company's self-
funded programs has had little effect on the control 6f
claims settlements or other costs.

A third executive says without an outside adminis-
trator, her company would be hard-pressed to self-in-
sure at all.

When it comes to the virtues of self-administration of

claims or farming the work out to insurers, brokers or
independent administrators, no two risk managers
share identical views. But self-insurers generally fall
into two groups: do-it-yourselfers and those who .con-
tract out.

"We administer our own plans," says H.F. Cristadoro,
risk' manager of AMINOIL USA Inc. of Houston. "I
wouldn't encourge anyone to·delegate it to an outsider.
Wedid it atone time; that's why I'm so emphatic."

Hiring an insurer or broker to administer self-
funded workers compensation risks defeats the original
purpose of going self-insured, which is to control costs
and claims settlements while ·maintaining close contact
with employees, he says.

Inserting a third party between employer and em-
ployee also creates an information drag and duplication
of data.

Self-administration is the solution, Mr. Cristadoro
says, though it may appear to cost more.

" Whether it is more expensive depends on whose
pencil you're using. I think in the long run it's cheaper
and definitely more effective to do it yourself."

The risk manager of a national trucking company,
which self-administers workers compensation, says he
also ruled out third-party administration.

"We'd rather do it ourselves because we feel it is less
expensive, gives us better control and allows direct con-
tact with injured workers," he says. "Anytime someone
else is spending your money, there is the concern that
they won't spend it carefully. We have had experiences
where we've found that to be true."

Westinghouse Electric Corp. also self-insures and
self-administers workers compensation for its 90,000 to
100,000 employees in 27 states, says Paul Trothman,
manager of statutory benefits for the Pittsburgh-based
company.

"Self-administration gives us better control, but there
are pros and cons with it, just like everything else," Mr.
Trothman says. It provides for closer rapport with em-
ployees and more say in how reserves will be funded,
but at the same time requires heavy up-front commit-
ment of funds to be successful.

"If you have everything in place, like we do, it's
one thing," he says. "But many companies-if they
were willing to admit it-don't have very good pro-
grams. I would say an administrative firm could do a lot
more for them unless they commit dollars toward the
program and develop experts in the field to run it."

David Glantzi assistant treasurer and director of risk
management'for FMC Corp. in Chicago, agrees. In-
house administration can be more economical for some

companies, but also can cause problems.
He prefers to contract out for administrative services.
Self-administration requires a pool of expertise

among personnel and an investment in data manage-
ment, he says. For a firm with only two or three em-
ployees involved in administering a plan, the loss of one
person could leave a knowledge gap.

"Who's to say which is better or cheaper? If you have
a large claims volume and facilities that are close to-
gether, you might want to handle it in-house. If not, you
might be better off hiring it done. It's all a matter of
economies of scale," he says.

Continued on page 14

Self-insuring workers compensation
Page 59
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Insurers seeking piece of self-funding pie
Continued from previous page
two-front war on their ccn:Ketitors.

The first 'ront is service. Many
insurers now sell, individually or in
combinations, what they once pro-
vided only to policyholders.

Claims handling and administra-
tion, loss-control engineer. ng, data
processing and actuari:1 serv.ces
are now available with:)Lt insur-

ance policies
Leaders ir the move toward un-

bundling, says Charles T. Tagmar
Jr., vp and principal at the Better-
ley Consulting Group, perceived an
opportunity to make a profit on
their staff and fac:lities.

Insurers incluiing American In-
ternational Group, INA Corp. and
the Kemper Group were among
the first companies to unbur-dle
their services in response to compe-

tition, notes Mr. Tagman.
Many )ther insurers have fol-

lowed their move in recent years,
including Hartford Specialty Co., a
subsidiary of the Hartford Group.

Hartford Specialty, says Presi-
dent Joseph F. Quinn, will sell any
of its services to risk managers ac-
cording to their need

The insurer gives its assurance
that a self-insurer's claim R ill re-

ceive the same care and attention
as Hartford's own claims.

Pricing for these services varies,
but corpora.ions are generally as-
sessed an hourly charge for loss
control or data pro.essing and a
per-claim fee for claims processing.

Also gone rare the days when an
insurer would not sell its services

unless the risk manager also pur-
chased its excess coverage.

One note of criticism, however,
ccmes from the brokerages.

Insurers are rnuch rnore accorn -

modating, but the brokers ask if
they providing the risk manager
with what he r.ally needs to self-
insure properly.

James Kammerer, vp of Alexis
Risk Management -Services Inc., a
subsidiary of Alexander & Alex-
ander and an insurance compar.r
competitor, says many insurers
look at these services as just an-
other variatiou of insurance and

not risk management techniques.
And that, says Mr. Kammerer, is

an important d.stinction. "They're
*ust cffering something under a dif-
ierent name," he charges, bringing
-0 m.nd the more critical image o i
-.he Trojan Horse.

While there have been criticisms

of certain insurance company ser-
vice subsidiaries (see related story
about INA's ESIS on page 58), few
are willing to say that insurers are
actually tricking risk managers
into com.ng back int the fold with
their new service subsidiaries.

The second front on which insur-

ers are fighting for the self-insur-
ance market involves special pro-
grams, which some experts say
have been successful.

The paid-loss retro plan is "rea-
sonably popular right now in its
many fcrms," says Mr. Tagman,
and generally is more popular than
fronting :rragements or more tra-
ditional self-insured programs.

Also popular are other variations
of cash-Low plans, which Joseph C.
Smetan:, president of AIG Risk
Management, says enable buyers to

REMGTH***eR*6*ITY
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invest those reserves they would
normally pass on to the insurer.

The quality of self-insured pro-
grams can vary, however, and
often depends on the experience of
the insurance company involved,
brokers and insurers warn.

Another concept that has seen
growing use in recent years is the
insurance company fronting plan.

Under this program, an insurer
typically writes a policy for a par-
ticular exposure and then reinsures
it-often 100%-with an industry
or association captive insurer.

Fronting plans are especially
useful for workers compensation
because the insurance policy satis-
fies state insurance requirements
and the policyholder doesn't have
to qualify as a self-insurer.

The cost of the arrangements
vary according to the risk and com-
petition for the business, but gen-
erally the premium tax and assess-
ment costs for all lines are about

3.5% of premium, says Norman
Spruill, president of NN Risk Man-
agement Services in Milwaukee.

Fronting insurers then add
claims handling costs and risk as-
sessment fees.

Mr. Quinn at Hartford Specialty
says an industrywide average for
fronts is 5% of premium above the
premium tax. "As I'm sure is true
with most carriers, we try to get as
much a bite of the pie as we can,"
he candidly admits, though Hart-
ford Specialty is willing to take as
little as required.

If most insurers were once reluc-

tant to offer fronting plans, most
have since changed their minds.

"Now, anybody will do it-even

under duress," says Mr. Spruill at
NN Risk Management.

NN, a subsidiary of the Armco
Insurance Group, is one company
that fronts with pleasure, offering
what Mr. Spruill describes as a
"pure front" with totally unbun-
dled services.

In a typical program, NN will
issue a policy to its client and then
reinsure it 100% with the client's
captive up to specified limit.

NN will then purchase the first
layer of excess coverage, with the
client retaining all subsequent
layers or reinsuring them else-
where. Most fronting policies are
issued through Northwestern Na-
tional Insurance Co., part of
Armco.

Under the NN plan, the client
chooses its own claims administra-

tor, although NN will manage and
direct the claims contractor if the
client requests.

Over the past three years, Fire-
man's Fund Risk Management Ser-
vices Inc. also has aggressively pur-
sued fronting business, adding to its
full range of risk management ser-
vices and excess coverges.

Creighton White, senior vp of
national accounts and risk manage-
ment services at Fireman's Fund,
says the insurer treats fronting like
another reinsurance arrangement.

A Fireman's Fund insurer issues

a policy to provide all direct cover-
ages and the policy is then rein-
sured to the client's captive to the
extent desired. Fireman's Fund

then provides an excess layer
above the captive's share.

It's hard these days to find an in-
surer who will admit to not offer-

ing self-insurers unbundled claims
services. When companies with
previously conservative images of
fighting self-insurance, such as The
St. Paul Cos. and Aetna Casualty &
Surety, create special departments
and subsidiaries to service self-in-

sured clients, the brokers and inde-
pendents who first serviced the cli-
ents feel the heat of competition.

Basking in it all is the buyer of
insurance and insurance-related
services who now can pick and
choose among the best. .

1
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Firms divided over who should handle claims
Continued from. page 11

Claims also must be managed ef-
fectively with proper data reported
to the various state insuranc€ corn-

missions at the righ: times he
explains.

"You can jeopardize the com-
pany's qualification as a self-in-
surer if this is not ione, ' Mr.

Glantz says.
FMC, an industrial machinery

and chemical manufacturer self-

funds workers compensation, gen-

eral liability and automobile liabil-
ity coverage up to $1.5 million for
ea.h line, Mr. Glantz :ays.

'About 95% of our program is ad-
ministered by third garties-either
insurers or independent adminis-
trators."

rhe corporation has little trouble
maintaining control over its pro-
grams, Mr. Glantz says.

The company is large enough
and its self-retention high enough
that few claims run into excess cov-

erage so insurers are rarely in-

volved in claims settlements, he
explains.

The administrators pay claims
under $5,000 at their discretion, but
larger claims must be reviewed by
FMC.

Service provided by most insur-
ers, brokers or third-party admin-
istrators is similar, Mr. Glantz

explains.

"We were with an insurer for

many years, but became dissatis-
fied and switched to a nationwide

independent firm. There's little
difference in service. Once you go
to a third party, you're basically
getting the same thing."

Crew,ford & Co. of Atlanta ad-

minisiers FMC's self-funded prop-
erty/easualty coverages.

Some firms prefer outside ad-
mini.trators for opposite reasons.
They want to self-insure but also
require some distance from claim-
ants.

"Ir. most cases it is cheaper if you
look at office and personnel costs.

©1981. Lumbermen• Mutua Casualt¥ Company.

Also, self-administration is a no-

win situation because employees
don't like having claims denied and
the employer wants to keep them
happy. It can affect employee mo-
rale," says the risk manager of a
California-based clothing manufac-
turer.

His company self-insures work-
ers compensation benefits in states
that allow it. Scott Wetzel Services

Inc. of Bremerton, Wash., a subsidi-
ary of The Home Insurance Group,
processes claims.

"Really, to this day, I haven't
talked to anyone who is satisfied
with self-administering workers
compensation," the risk manager
says.

Risk manager Ann Raymond's
staff of two is too small to handle

all the claims administration or col-

late the data for Bliss & Laughlin
Industries' self-funded workers

compensation and liability insur-
ance programs.

The Oak Brook, Ill., steel and
diversified manufacturing com-
pany, which employs 3,000 people
in eight states, would have to hire
more staff and computerize before
it would be able to self-administer,
she says.

The company's claims are pro-
cessed by Gallagher Bassett Insur-
ance Service of Rolling Meadows,
Ill., an subsidiary of Arthur J. Gal-
lagher & Co.

Ms. Raymond says hiring an ad-
ministrator has not threatened the

company's control over its claims

'Once you go to a
third party, you' re
basically getting
the same thing,'
Mr. Glantz says.

or overall costs.

"We have a house counsel who
works hand-in-hand with the Gal-

lagher person in settling liability
claims," she says. "We are very
much involved with the liability
side."

Monthly totals on loss experience
and up-to-date claims settlement
reports come to her desk, Ms. Ray-
mond says.

Although the administrator has
been given the authority to settle
claims under $10,000, it must re-
view claims in excess of that with

the company. Ms. Raymond also
receives monthly listings of bank
drafts issued by the administrators
"so we know where our money is
going."

Other companies prefer insurers
as service firms to take advantage
of geographic spread.

Hiring The Travelers Insurance
Cos. of Hartford, Conn., to oversee
its nationwide workers compensa-
tion plan is preferable to doing the
job in-house, says the claims ad-
ministrator of a large Tennessee-
based transport company.

The Travelers has offices

throughout the country and can
keep up with various state laws
governing workers compensation
and self-insurance, the claims ad-
ministrator says.

"But sometimes you get better
service from an independent rather
than an insurer because you don't
have to go through the bureauc-
racy," the claims administrator
says.

"If you want to raise hell about a
claim, you have more direct access
to the independent administrator's
people and can get things done
more easily." •
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If you intend to self-
insure your workers' comp
obligation, you have an
important question to ask
yourself: Who do you
choose to administer it

for you?

THE ANSWER IS EBI, AND
HERE'S WHY

We're the workers

comp specialist, with
skills and experience in
self-insurance administra-
tion on the same level of
excellence as those we
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comp.
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EBI has centralized
claim units that handle

only self-insurance, with
a staff of professionals
trained to expedite the
claims process.

Our local field service

network responds effec-
tively to your needs in
areas such as physical and
vocational rehabilitation,
claims adjusting, and ben-
efit consulting.

EBI's superior loss
control procedures and
monthly Loss Analysis
Reports are unique to
the industry.
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CAN REACH

Perhaps most impor-
tant, we never forget that
it's your money We
stress open communica-
tion and feedback on the

status of all your claims.
You won't find any un-
known or hidden costs
with EBI.

So if you want an ex-
pert self-insurance part-
ner, talk to the workers'
comp expert: EBI.
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Wholesalers' ready risk retention group
By JERRY GEISEL

WASHINGTON-One insurer

that refused to join the fight against
the Risk Retention Act is about to

capitalize on it.
An INA Corp. subsidiary is gear-

ing up to service the first risk re-
tention group to be formed by the
45,000-member National Assn. of
Wholesale Distributors.

While many other insurers
fought passage of the Risk Reten-
tion Act, which allows companies
more freedom to pool their risks to
buy insurance or self-insure, the
Insurance Co. of North America,

part of INA Corp., supported the
new risk-funding mechanism.

The support is paying off.
The NAW this week will for-

mally announce its plans to be the

'We moved slowly and carefully. We know this is a
pioneer effort and so it is very important that it is

successful,' Mr. Costigan said.

first trade group to use the Risk
Retention Act. The move has been

under study for several months.
By June, just nine months after

President Reagan signed the Risk
Retention Act into law, the NAW
will have a Bermuda-based risk re-

tention group to provide rate stabil-
ity and $11 million of liability cov-
erage to thousands of employers
hard hit by the ups and downs of
the commercial insurance market.

Even if just 10% of NAW mem-
bers participate during the first full

year, the program could generate
an annual premium of more than
$40 million. This would make the
NAW's risk retention plan one of
the largest offshore group insur-
ance programs.

That $40 million in premium is
expected to grow as more NAW
members join the program as the
market tightens later this year or
next year.

"There is tremendous interest

among our members," says Dirk
Van Dongen, NAW president.

fY

The ability to buy insurance as a
group was the Risk Retention Act's
major attraction for the NAW. Be-
cause individual NAW members'

average annual property/casualty
insurance premiums are so small-
about $10,000-the wholesalers
lacked the clout to convince insur-

ers to limit product liability pre-
mium increases.

But under the Risk Retention

Act, the wholesalers "can take ad-
vantage of their mass buying
power," said John Costigan, senior
vp at MarketDyne International,
the INA Corp. subsidiary market-
ing the NAW risk retention pro-
gram.

Planning for the NAW risk re-
tention program began in October
when NAW's Mr. Van Dongen
asked INA President John Cox

With a self-funded medical program, employers can take important strides forward. Money that might otherwise be
spent on monthly premium surpluses can remain in the employers' cash flow. Or be placed n a tax-exempt 501 (c)
(9) trust.

A

But don't jump in too quickly. There are a couple of obstacles to self-funding. Over a period, you may be unprepared
for an unusually large individual claim. Or an unexpected surge of claims in aggregate.

Nevertheless, resourceful employers can overcome these obstacles with excess risk coverage from IDS Life. It helps
protect them against castastrophes, and it's packaged wi-h other services that augment yojr benefit program. So,
don't fall prey to the unexpected. Let IDS Life help you overcome the obstacles to self-funding.

40 N
121

I. 3

OVERCOMING THE OBFrACLES.
BS IDEAS

& / TO HELP YOU
="="' ® MANAGE MONEY

For full details on self-funding, ask your insurance representative, consultant, or broker fcr our free brochure. Or call(612)
372-3568. IDS Life Insurance Company, Group Marketing Division, 3500 IDS Tower, Minneapolis, MN 55402.

how the trade group might be able
to set up an insurance program
under the new law.

"The NAW came to us because
we were one of the few insurance

companies to support the act when
it was pending in Congress," said
MarketDyne's Mr. Costigan. "INA
was really out front of the pack,"
said Mr. Van Dongen.

Drawing experts from 15 depart-
ments, INA set up a 26-member
task force to see how the Risk Re-

tention Act could work for the

wholesalers. "We moved slowly
and carefully. We know this is a pi-
oneer effort and so it is very impor-
tant that it is successful," Mr. Costi-

gan said.
By January, Mr. Costigan and

the other INA experts put together
a group insurance program that Mr.
Van Dongen took to the NAW's
board of directors for its approval.

Under the plan, the wholesalers
will set up a risk retention group in
Bermuda to reinsure product and
general liability risks covered
under a $1 million multiperil policy
issued by INA.

The multiperil policy also will
cover wholesalers' property, crime,
auto and transportation exposures,
but those risks will not be rein-

sured in the risk retention group.
In addition, INA will provide up

to $11 million of umbrella liability
coverage.

Wholesalers' workers compensa-
tion risks will be covered under a

separate program set up by Mar-
ketDyne and insured through INA
that will allow NAW members

with good safety records to receive
dividends based on the group's ex-
perience.

INA will provide loss-control and
claims adjusting services.

Buyers and insurers are enthusi-
astic because the act removes the

impediments that blocked a trade
group, like the NAW, from mar-
keting an insurance program to
members across the country.

For example, the act allows com-
panies that receive an insurance
charter in Bermuda or the Cayman
Islands or any state to operate as
risk retention groups in all states as
long as they meet the insurance ca-
pitalization requirements of at least
one domestic state. They do not
have to be licensed in each state or

use a fronting insurer to satisfy reg-
ulators.

Laws in about 45 states also bar

businesses from purchasing insur-
ance as a group.

But the second section of the

Risk Retention Act pre-empts these
state barriers and allows unrelated

companies to purchase general lia-
bility coverage, including product
liability, as a group.

The pooling of insurance needs
gives purchasing group members
the buying clout that comes with a
larger premium volume.

While the NAW will be the first

trade group to take advantage of
the law, other trade groups may not
be far behind, insurers say.

Richard Barbieri, secretary at
The Travelers Insurance Cos., says
companies will be more interested
in taking advantage of the opportu-
nity to buy insurance as a group
than in setting up risk retention
group.

"Most groups don't want to self-
insure," he says. "They want to buy
insurance protection in the most
cost-efficient way and that way is
to approach insurers as a group," he
says.

"The Risk Retention Act will be

one of the most significant self-in-
surance risk management develop-
ments of the decade," said Bradford
Rich, executive vp at INAPRO Inc.,
INA Corp.'s professional liability
subsidiary in Philadelphia. "Cor-
porations now have another mech-
anism to take care of themselves." •
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self ir, the 80's

some things

NaTLECONational Loss Con:fol Service Co,poration

best left to the

YOUR GUIDE TO

THE FUTURE-Read all

aboutthe eighties-trends in self-
insurance. claims management
and what will be happening in

the decade ahead.Takes only
 minutes to read and could pro-

vide new perspectives.

e

e.pe,ts'

to talk
Ho*' to your

ent/broker
ag about
self-insuranc

SOLID ANSWERS
th.

ABOUT SELF-INSURANCE- - -0 + 'This booklet is designed to provide you ..*Some thingwith guidelines in self-insurance, claims J
management, etc., when you talk to your

agent/broker. You'll find it easy to read, un-

derstand and helpful in providing directions.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            \ r401 Se,vic® Co,po
- Hationat Los '000"

CALL ELAINE TOLL FREE

800-323-9585
4

in Illinois: (312) 540-2400

MAILTHIS Yes I'd like the

following booklets. Name

COUPON 1 Trends of the 80's Title

il Nansco El Howtotalktoagent/broker
Company

Il How to approach the
National Loss Control self-insurance market

Address

Service Corporation

G-3 Dept. R El The ABC's City State Zip

Long Grove, 1 L 60049
Phone Number
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SELF INSURANCE PROGRAMS
Complete Casualty Claims Management with Responsibility for

Invdstigating, Adjusting, Payment of Claims, Legal.Supervision & Loss Runs
Claims Auditing

CLAIMS SERVICE BUREAU

of New York, Inc.

CURRENTLY REPRESENTING MUNICIPALITIES, SCHOOL DISTRICTS,
PUBLIC AUTHORITIES, INSURANCE COMPANIES AND

LLOYD'S UNDERWRITERS

(212) 895-2400

Licensed Bonded State of New York

21 Hempstead Avenue, Lynbrook, N.Y.

SERVING NEW YORK CITY AND LONG ISLAND ONLY

i

(516) 593-2440

Picking administrator
is a complex chore

By LEN STRAZEWSKI

Flexibility, locale and experience 
are three tried and true qualifica-
tions for a good administrator of
self-insured claims.

But as brokers, insurers and
third-party administrators expand
their services for self-insured com-

panies, the buying decision is be-
coming increasingly complex.

Brokers can provide flexibility,
insur.ers can offer geographic
spread and independents may spe-
cialize in exactly your kind of
claims, but relationship, competi-
tion and control are additional fae-

tors a self-insurer must weigh.
"There's no easy answer,"

WkLCOME'Ib OURCLAIMS
DEPAMMENT For those who

were expecting a
posh office and a long, long wait-surprise.

Associated Aviation Underwriters has a much quicker
way to handle your claims. Our adjusters can fly right to you
in our own corporate aircraft. And they have the authority to
settle your claim on the spot. There are no extra phone calls.

No extra paper work. No delays.
When speed and efficiency are ofthe utmost importance, you
can depend on Associated Aviation Underwriters. //p

We're number one in corporate aviation in- .-4 'n
surance because we're number one in service. FIYING FIRSr LLASS

ASSOCIATED AVIATION UNDERWRITERS 90Jeho Street, New York, New York 10038 •ATLANTA • CHICAGO• DALLAS• DENVER • DETROIT • KANSAS CITY•LOS ANGELES •SAN FRANCISCO •SEATTLE

explains risk management consul-
tant George Betterley of the Bet-
terley Consulting Group. "We are
constantly evaluating the options
for our clients. There are no solid
rules to follow."

Will a claims processor owned by
an insurance company work better
than a third-party administrator or
a brokerage subsidiary? Will a bro-
kerage use a claims service contract
as a foot in the door to begin a
hard-sell sales campaign? Is a third-
party administrator large enough
or does it have enough experience
to handle your business?

"We suggest you evaluate them
on their own· merits," Mr. Betterley
says. "If ownership affects quality
in a negative way, you should ob-
viously not use that company."

Some service provider relation-
ships, however, may not affect
quality, but they may hurt a com-
pany's bargaining postion. Self-in-
surers should not be blind to these

relationships, Mr. Betterley notes.
"Once in a while, a client will

balk at the idea of using a service
provider owned by a brokerage,
basically because the company does
not want to add another broker to

its portfolio and damage any other
relationships it has built up.

"In one such case, we helped a
client examine five potential firms
and eventually chose a brokerage
subsidiary because it had the stron-
gest claims office in our client's
biggest location. Our client agreed
with the decision."

Allen Monroe, president of Reed
Risk Management, a subsidiary of
brokerage Reed Stenhouse Inc.,

Continued on page 20

Compensation
options abound

Contracting for self-insured
claims administration is like buy-
ing a house full of furniture. The
payment options are many, de-
pending on what you buy.

Self-insurers can pay adminis-
trators a set charge per claim, a
percentage of the claims paid, a
percentage of what would be an
annual premium under an insured
program, time and expense or a flat
annual fee.

If you are self-insuring workers
compensation or employee bene-
fits, administrators also will charge
a percentage of the payroll.

Although each system has its
own merits, one large administra-
tor claims that a flat annual fee

takes the best from all systems.
"We rely on the service of our

branch and regional managers so
we don't want to have several ac-

counts that compensate various
amounts," explains John Campbell,
president of Gallagher Bassett In«
surance Service, a subsidiary of
brokerage Arthur J. Gallagher &
Co. Inc.

"It's only logical that a manager
will work first on the file that pays
35% of claims rather than the one
that pays 25% of claims," he says.

"Under an annual fee, all ac-
counts are handled the same way."

An annual negotiated fee also
takes the confusion and question
out of additional services. The ad-

ministrator and client need not
argue over whether the company
should be billed separately for loss
control, salvage or subrogation, ac-
cording to Mr. Campbell. An ad-
ministrator doesn't worry that a re-
duced claim reduces income.

"We don't debate whether to at-

tempt salvage or to subrogate. It's
part of the service and it doesn't
hurt us to reduce the claims cost." •
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Which administrator will do the best job?
Continued from page 18
agrees. Self-insurers should choose
the service company best-equipped
to handle their particular claims in
their locale, he says. Self-insurers
may even consider splitting claims
management and claims adjusting
to achieve greater depth.

"Reed Risk Management doesn't
adjust claims. We manage and
oversee a claims system for our eli-
ents, tapping the adjusters that we
think can do the best job, like GAB
or Crawford & Co.," he says.

"You should choose whatever

adjuster is strong in your area and
is expert in your self-insured risk.
Some adjusters specialize in prop-
erty/casualty claims. Others do
more workers compensation
claims."

Using a brokerage-owned claims

manager and independent adjust-
ers "means that if you have a diffi-
cult claim, it gets a high level of at-
tention from expert people," ac-
cording to Mr. Monroe.

Brokerage or independent claims
administrators also avoid "the in-

surance company mentality," a

term independents use to describe
insurers' alleged unwillingness to
pay claims and feed back informa-
tion efficiently to self-insurers that
contract for claims service.

"When's the last time you saw a
claims man become president of an
insurance company?" asks a Mid-
western third-party administrator.
"Insurance companies are in the
business of making money by sell-
ing insurance, not paying claims.
They have no reason to make your
company a priority."

7ryl/DIA

0 SPECIALT
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Insurers who unbundle claims
services for self-insurers vehe-

mently disagree. Insurers have
been in the claims-handling busi-
ness longer than brokers and ser-
vice companies and so they know
more about claims processing than
anybody, the insurers say.

Competition keeps them on their
toes and a nationwide network of
offices maintains their reach.

"I haven't had this 'insurance

company mentality' line thrown at
me in several years," responds
Fred Minchk, vp of risk manage-
ment services for NATLSCO, a
Kemper Group subsidiary. "It's a
lot of nonsense.

"We are all out there competing
for the same book of business and it

all comes back to the buyer. We
have to provide quality servivce to

LTVHA
IRIDSPECIAL

compete. If not, the buyer hires
someone else," he says.

Insurers also have grown to ex-
pect specialized requirements from
their self-insured customers, like
expanded loss data packages, spe-
cial claims instructions and limited

claims settlement authority.
"In today's marketplace, we do

not have many clients that do not
demand a team approach," Mr.
Minchk says. "In fact, for many
lines we need a client's advice. If

we are handling product liability
claims, for example, we know that
the manufacturer understands the

product better than we do. In many
cases, we don't have settlement au-
thority because we need the client's
know-how."

If you do choose an independent
third-party administrator over a

1
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 SPEC&AL ACCOUNTS ABBEY;NSURANCE VERSEAS RiskGROUP i Underwriting

Up to now, we've played each card separately.
Cameron and Colby (reinsurance and surplus
lines). Abbey Overseas (Bermuda). AFIA (foreign
risks). Special Accounts Insurance Department
(large risks). Special risk underwriting division
(unique risks and programs). Claims and loss
control (bundled and unbundled services). All in-
dependent of one another.

Now we've put them all together as one dyna-
mic operation to serve today's large, complex or
unique risk.

Hartford Specialty Company • An Affiliate of

The Hartfo-d Insurance Group • Hartford, Connecticut 06115.

All together as Hartford Specialty Company.

Skilled underwriting, financial arrangements,
custom claims service, experienced loss con-
trol, an in-depth reinsurance system, worldwide
capabilities .

. together they make a winning hand.

HARTFORD 
SPECIALTYIp#
Performance is our specialty.

brokerage or insurer subsidiary,
you can expect clear control over
claims payment and the flexibility
to review claims almost at will,
third-party administrators contend.

If cost control is important, an
independent administrator is more
likely to impose the restrictions and
settlements you want, they say.

"I can never understand why
there is so much concern over who

administrates what," says Robert
Cardinal, president of Mass In-
suance Consultants & Administra-

tors of Chicago, an employee bene-
fit claims administration firm.

"Most self-insurers pay about 4%
of claims for claims services and
there seems to be more concern

over that 4% than the 96% of the
self-insurer's dollars that is being
paid out. "If you are self-insuring
benefits and choose a third-party
administrator you can save that 4%
just in more aggressive coordina-
tion of benefits," he says.

"Sometimes you will want to
choose an insurer's service because

your corporate management likes
the idea of having an insurance
company's name on a contract You
may choose a brokerage firm be-
cause you want to maintain or es-
tablish a relationship," he says.

"But it's pretty clear that if you
are not large enough to adminstrate
your own claims, you should go to
an independent. The cost compared
with savings is significant." a

More regulation
needed: Agent

Should state insurance depart-
ments regulate consultants and ad-
ministrators that sell self-insured

package plans?
Yes, says a Florida agent and

claims administrator, and the
sooner the better.

"Agents are licensed in all states
and claims administrators are li-

censed in some states," explains
Gary J Goldstein, president of the
Funding Agency and Funding Ad-
ministrators of Coral Gables, Fla.

"But what bothers me is the lack

of control on people who solicit and
sell self-insurance programs."

The growth of self-insurance has
created a consultants' and claims

services' boom, according to Mr.
Goldstein, and new entrants into
the self-insured service market-

place vary in quality and experi-
ence.

"It's very easy to get into the
business. Hire one claims person
and all of a sudden you can start
selling claims services. Hire some-
one who knows a few risk manage-
ment terms and you can start sell-
ing self-insured plans," Mr. Gold-
stein says.

"It's not so outlandish. I'm seeing
all sorts of misrepresentation and
false advertising related to self-in-
sured plans. These people can't
know what they are doing."

Mr. Goldstein says companies are
touting outlandish savings from
self-insured programs, but do not
tell customers, especially those who
lack risk managers, about loss-re-
serving needs and long-tail claims.

"They are promoting 'savings up
to 70%,' but don't tell clients that
you can low-ball self-funding the
first year and then get killed in a
corporate audit," he says.

Mr. Goldstein recommends that

state insurance statutes apply to
consulants and administrators and

that state insurance departments
consider licensing claims service
connpanies.

"Though self-insurance is not in-
surance according to most defin-
tions, it seems to me that the min-
ute you begin to talk reinsurance,
you thrust the concept into the
realm of insurance regulation," Mr.
Goldstein notes. •



Taking a group on the self-insurance trail can lead to big rewards.
Especially when you know all the shortcuts, every fork and turn-
ng. That's our job. We specialize in the unique problems of self-
insuring groups and associations for workers' compensation and
liability.

Tnist an old hand to know the way

We may not be the only firm specializing in groups, but after 17
years, we could easily be the oldest and most experienced. We're
certainly one of the largest.

Our staff and facilities are outstanding; 225 highly
specialized experts in a 12 state network. And, should
the need arise, we have the full resources 04 Frank
B. Hall at our command.

We handle it all

We doubt that anyone can match the
depth of our specific services and skills.

Handling
Group SelInsurance

demandsuncommon skills.

0

From formation and start-up to comprehensive claims Service,
loss control, statistical reporting, specific and aggregate excess
reinsurance; whatever your group might need, today or tomorrow.

Our ability speaks for itself

In just the last two years, we've formed 19 groups in 12 different
states. We serve 12 governmental funds including cities, counties
and school boards, 14 contractor's and sub-contractofs associa-
tions as well as various agricultural, industrial and retail funds.
We've served our oldest fund for 17 years and many for
more than ten.

Don't settle for less than the best

If you're already self-insuring, thinking about it or just assem-
bling your group, we'd like to show you why specialized

assistance is best. Call Bill Dorminy, President, at (305) 894-2031.
Or write us at the address below.

t
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Paul F. Butler
President & Chief Executive Officer

If it didn't fall into a slot AFIA wouldn't take the shot.'

"Well, perhaps nobody ever said that aloud, but I know a
lot of risk managers and brokers who thought it-or maybe
still think it. The general consensus was, I believe, 'Give AFIA
a property program and they'll do a great job. But give them
a complicated casualty risk and they're not so eager:

That may have been the way it was in the past, but I can
tell you that is not the slot MIA falls into today.

1oday, the more complicated the risk, the more eager we
are to tackle it.

There's young thinking at today's AFIA, there's aggres-
siveness, eagerness and competitiveness. We're willing, and
eager to talk to you and quote insurance coverages you
probably wouldn't have even considered AFIA for a few short
years ago. Today, AFIA is active in and aggressively pursuing
energy-related risks, large casualty risks, marine cargo risks
and global programs, to name but a few.

<That's where 'the good old AFIA' comes in. We bring to
underwriting those risks our experience, knowledge, depend-
ability, skill, flexibility, and our capacity to provide protection
for more than 100,000 clients around the world.

"International insurance is a maze, each country having its
own insurance laws, regulations, customs, nuances, even
idiosyncracies. And no one knows them better than AFIA.
We've been underwriting American business risks overseas
since 1918. That's experience.

'Worldwide today, AFIA has an organization of thousands
of knowledgeable, experienced people on the scene, people
who know each country's laws, regulations, customs,
nuances and idiosyncracies.

«And those people feed that information back to AFINS
branch offices here in the United States, where you can sit
with AFIA'S decision makers, to orchestrate a program to meet
your insurance needs, to protect your company's assets-be
they property, products or people-wherever they may be:'

AFIA
Theolderweget

theyounger we think.
AFIA Worldwide Insurance, 110 William Street, New York, NY 10038

Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles, Miami, Minneapolis,
San Francisco, Seattle, Washington, D.C. and 230 other cities around the world.
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Employee benefit claims specialists listed
Administrator

Administrative
Procedures Inc.

2111 W. Uncoln Highway,
Merrillville, Ind. 46410;
219-769-6944

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 15,150 total
claims administered in 1981; 5,150
for self-insurers.

Staff: 15 total staff; seven ad-
minister claims.

Clients: 11 total clients, of which
five are self-insured.

Compensation: Method of com-
puting fee individualized for each
client; exclusive contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly by in-house
staff; annually by outside auditors.

Reports: Suppl:ed monthly if
desired by trustees at a charge in-
cluded in administration fee within

10 days of the end of the month.
Computer: IBM 34, with input

document terminal located in home
office. Self-insurers are offered
CRTs for local inputting; none use
this capability.

Lawsuit management: Two on
staff, located in home office.

Locations: Lansing, Mich.

Bache Ter Bush & Powell
Inc.

Center City Plaza, 433 State St.,

14.5 ,

Schenectadv, N.Y. 12301;
518-3.1-1660

Region served: New York state.
Parent company: Jardine,

Mathescn & Co. LA.
Type of claims: 100% health

(dental] insurance
Number of claims: 250,000 total

claims administered in 1981;
250 OCO for self-insurers.

Staff: 30 total staff; 30 administer
claims.

Clients: 20 total clients, of which
2C are self-insured.

Compensation: Per covered em-
ployee: range of claim charges,
$(.65:o $3.00.

1381 gross revenues: $2 million.
Auditing procedures: Claims

are audited monthly and annually,

by in-house staff and independen:
hired by self-insured clients.

Reports: Supplied monthly free
of charge within seven days of the
end of the month; claims
progression tracked.

Locations: Boston, Mass.; New
York, Cedarhurst, Hoosick Falls,
Syracuse, N.Y.; Palm Beach, Fla.

Benefit Plan Services Inc.
Box 2793, Hiah Point, N.C. 27261;
919-889-2005

Region served: Ncrth Carol.na.
Type of claims: 19016 health in-

surance.

Number of claims: 9,700 total
claims administered _n 1981; all for
self-insurers.

Staff: Four total staff; two ad-

Trenwick Re was the first independent
professional reinsurer established to reinsure
captives. We've built two-thirds of our business
on that goal

Trenwick has earned a reputation as a
leader in deloping new reinsurance products
reinforced ty traditional risk taking. We make
a market in untraditional ideas.

Ttgiwick Reinsurance Company, Ltd., RO. Box 462, Bank of N. T. Butterfield & Soi, Ltd., (Branch), Church Street West. Hamilton 5, Bermu ja. (809) 295-3009. Te ex: 3640

r
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minister claims.

Work load: Average of 438
claims handled monthly by each
administrator.

Clients: 10 total clients, of which
10 are self-insured.

Compensation: Per covered em-
ployee, $2 to $5 per month; exclu-
sive contract required.

1981 gross revenues: More than
$90,000.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly free
of charge within 15 days of the end
of the month. Claims progression
-racked.

Eagles' National Corp.
406 Rosemont Garden, Lexington,
KV· 40503; 606-278-7453;
860-354-9209

Parent company: Bradford Na-
tional Corp.

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 13,000 total
claims administered in 1981; 13,000
for self-insurers.

Staff: Five total staff; three ad-
minister claims; one administrative
supervisor.

Work load: Average of 400
claims handled monthly by each
administrator.

Clients: Five total clients, of
which five are self-insured.

Compensation: Percent of paid
claims, average charge of 4%; per
covered employee, range of charge
$2 to $4.

1981 gross revenues: $93,000.
Auditing procedures: Claims

are audited monthly by in-house
staff and independent firms hired
by self-insured clients.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month. Claims progression
tracked at a fee, must be requested
by client.

Computer: Erisco "Claimfacts,"
IBM CICS system on service bu-
reau basis, with input document
terminal located in home office and
central location.

Lawsuit management: In-
house legal counsel.

Our listing
Looking for a claims special-

ist? The following·pages list
the services of claims adjust-
ers, administrators and audi-
tors that responded to a com-
prehensive questionnaire pre-
pared by Business Insurance.

The listings are organized
first according to the type of
claims handled:

• Employee benefits spe-
cialists begin on page 24.

• Property/casualty, in-
cluding workers compensa-
tion, specialists, begin on page
43.

• Both benefits and prop-
erty/casualty, page 52.

Under these major headings,
the specialists are grouped to-
gether under headings de-
scribing their expertise, which
could be one or more of the
following:

•Administrator, who over-
sees quality control of claims
files, directs adjusters and pays
claims.

•Adjuster, who investigates
claims and makes recommen-
dations to the administrator.

eAuditor, who reviews the
claims handling operation,
verifies the accuracy and di-
rection of claims payments
and recommends solutions to
problems.
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Independent Benefit
Plans Inc.

Box 1976, Beech Grove, Ind. 46107;
317-787-5370

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: Not re-

ported.
Staff: 33 total staff; 12 administer

claims.

Work load: Average of 1,000
claims handled monthly by each
administrator.

Clients: More than 200 total eli-

ents, of which more than 200 are
self-insured.

Compensation: Per covered em-
ployee, per employee charge ranges
from $1.75 to $4.

1981 gross revenues: Not re-
ported.

Reports: Supplied monthly free
of charge within one day of the end
of the month.

Computer: Texas Instruments
system, with input document
terminal located in home office.

Independent Health Plan
Administrators Inc.

Box 34090, Phoenix, Ariz. 85067;
602-264-6626

Parent company: Mass Media
Marketing Corp.

Region served: Southwest.
Type of claims: 100% health in-

surance.

Number of claims: 50,000 total
claims administered in 1981; 15,000
for self-insurers.

Staff: 25 total staff; 18 administer
claims.

Work load: Average of 300 to
400 claims handled monthly by
each administrator.

Clients: 400 total clients, of
which 25 are self-insured.

Compensation: Percent of paid
claims, per capita basis; varies with
client.

1981 gross revenues: Not re-
ported.

Reports: Supplied monthly free
of charge within five days of the
end of the month.

Computer: Quantel System 1400,
with input document terminal 10-
cated in home office.

Mount Vernon
Associates Inc.

48 Mt. Vernon St., Winchester,
Mass. 01890; 617-729-4899

Region served: New England.
Type of claims: 100% health in-

surance.

Number of claims: 20,000 total
claims administered in 1981; 20,000
for self-insurers.

Staff: 10 total staff; six adminis-
ter claims.

Work load: Average of 600
claims handled monthly by each
administrator.

Clients: 45 total clients, of which
40 are self-insured.

Compensation: Quarterly fee;
$40 to $80 per covered ennployee
per year; exclusive contract re-
quired.

1981 gross revenues: $200,000.
Auditing procedures: Claims

are audited monthly by in-house
staff and outside CPA.

Reports: Supplied monthly free
of charge within one week of the
end of the month; claims
progression tracked.

Computer: IBM 34, with input
document terminal located in home
office.

Bank services: Offered through
Old Colony Bank & Trust Co.

Prepaid Benefit
Services Inc.
Box 52007, Atlanta, Ga. 30355;
404-261-0317

Region served: Southeast.
Type of claims: 100% health in-

surance.

Number of claims: 3,500 total
claims administered in 1981; 2,800
for self-insurers.

Staff: Four total staff; two ad-
minister claims.

Work load: Average of 1,750
claims handled monthly by each
administrator.

Clients: 20 total clients, of which
19 are self-insured.

Compensation: Percent of paid
claims, 2.5% average charge; per
covered employee, $2 to $4.50 per
employee.

1981 gross revenues: $100,000.

Auditing procedures: Claims
are audited annually by indepen-
dent firm hired by self-insured cli-
ents.

Reports: Supplied monthly free
of charge within one week of the
end of the month. Claims

progression tracked.
Continued on page 28
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KING OF THE BEASTS
... but so are employee medical costs.

Inflation has turned employee benefits into
the biggest '<Beast of All"-when you
look at rising costs.

fiD- :' -> Control the problem by self-insuring.
ki# -. Self-Insurance with Stop Loss protection

can save you money and give you stronger
control over the "King of Costs".

Before it's too late--consider Self-Insurance

4,- , with Stop Loss.
#NA" Write for details.

Summit National Life Insurance Company
Group Dept.-Attn. Gary Valley, 1815 West Market St., Akron, Ohio 44313

"founded in this generation for this generation"

Announcing
a 1954 Breakthrough

in Multinational
Benefits.

SAUDI ARABIA.
Sound like old news? Well, old news can be good
news. Because if you have employee benefit needs in
Saudi Arabia you'll be pleased to know American Life
Insurance Company (ALICO) has been there since
1954, and offers a full range of products. Products
backed by full underwriting, claims and administrative
capabilities. With facilities fully staffed by our own
emp/oyees in major cities throughout Saudi Arabia.
To find out more, mail the coupon below. Or call
Mr. R. W. Redding, Vice President, at (302) 428-3932.

AIIC¤
A member company of American International Group

American Life Insurance Company
Group Department
P.O. Box 2226, Wilmington, Delaware 19899

Please send more information on employee benefit
plans in Saudi Arabia. I'm interested in:

0 Group Life E Dental

Il Groupand IndividuaIMedicalE] International Pooling
C Group Pensions El Personal Lines

E] Group AD&D I Voluntary Life
D LTD C Other (specify) -

Name Title

Company
I * r/.

Address

City State - Zip

Telephone ( )



0.

0 e



l

j
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__, f forkers' compensation .
Specialists in

 / Self-Insurance - »»\ -»»- _Insurance _-» /«Captive Management» »» J*
C-- Administrators «) Of Shore On Shore

446%
HOMELAND INSURANCE COMPANY

HOMELAND INDUSTRIAL CORPORATION • HOMELAND GENERAL CORPORATIONHOMELAND INSURANCE MANAGEMENT (CAYMAN) LTD.

4020 Moorpark Ave„ San lose, CA 95117 • (408) 248-6380

I u.

Continued from page 25

Professional Group
Administrators

2030 Franklin St., Fourth Floor,
Oakland, Calif. 94612;
415-465-8800

Region served: Northern Cali-
fornia.

Type of claims: 100% health in-
surance.

Number of claims: 75,000 total
claims administered in 1981; 75,000
for self-insurers.

Staff: 28 total staff; 10 administer
claims.

Work load: Average of 625
claims handled monthly by each
administrator.

Clients: 170 total clients, of
which 170 are self-insured.

1981 gross revenues: Not re-
ported.

Washington National's
MINIMUM PREMIUM

gives you an
important cash flow

advantage
The idea behind MINIMUM PREMIUM is

simple. It reduces your group health premium
substantially and can free cash reserves for
important and profitable investments.

With Washington National's MINIMUM
PREMIUM you'll enjoy virtually all the advan-
tages of self funding, and still benefit from
administrative services provided by a con-
ventional insurance contract. At the same time,
it can provide you with the claim liability
protection you need to shield you from
catastrophic losses.

MINIMUM PREMIUM can be an effective

alternative to self funding, and it's available for
groups of 500 or more. Let us show you how we
can tailor a plan with the flexibility to suit
your needs today. After all, that's the kind of
innovative service and support we've built our
reputation on.

For more information on how you may
improve your cash flow, contact the Washington
National Group Specialist nearest you, or call

our Director of Marketing at
312/866-3412.

Washington
national
INSURANCE COMPANY

EVANS-ON, ILLINOIS 60201

Risk Management
Resourceslnc.

3 Embarcadero Center, Suite
2470, San Francisco, Calif.
94111; 415-392-1680

Region served: Western ; ,
states.

Type of claims: 90% health

insurance, 10% other benefits. , u
Number of claims: 100,000 n ,

total claims administered in j,
1981; 100,000 for self-insurers. i -

Staff: 11 total staff; six ad- ' 2
minister claims.

Work load: Average of „
1,400 claims handled monthly,
by each administrator. }. 1- B

Clients: 125 total clients, of ,
which 25 are self-insured.

Compensation: Per cov- 1.
ered employee, $5 to $10 per -e
employee charge.

1981 gross revenues: C
$500,000.

Auditing procedures: 
Claims are audited monthly by
in-house staff and indepen- #4
dent firm hired by self-insured
clients.

Reports: Supplied daily to
annually at a charge included
in the fee or on an ad-hoc basis -

within three to five days of the P.
end of the month; claims

progression tracked.
Computer: HP 3000, with P.

input document terminal 10-

cated in home office. Self-in- : 1
surers are offered CRTs for

local inputting; one uses this t
capability.

Southeastern Brokers

& Administrators

1618 U.S. 41 N., Box 1268,
Tifton, Ga. 31293; f
912-386-1751

Region served: Southeast,
Southwest, East, Midwest. f.'

Type of claims: 100%  4health insurance.

Number of claims: 37,000 4
total claims administered in P :
1981; 31,000 for self-insurers. 2 1

Staff: 18 total staff; four ad- r
minister claims. i

Work load: Average of ¥ ,.
10,000 claims handled monthly K
by each administrator. E

Clients: 45 total clients, of
which 35 are self-insured.

Compensation: Per cov-
ered employee, maximum of
$4.75 range of per employee '
charge; exclusive contract re-
quired.

1981 gross revenues:
$622,000.

Auditing procedures:

Claims are audited quarterly ,
by in-house staff and stop-loss
insurers.

Reports: Supplied monthly
free of charge within 10 days
of the end of the month; claims
progression tracked. /

Computer: Texas Instru- .
ments with input document
terminal located in home of- i
fice.

Locations: Atlanta; Hunts- t
ville, Ala.

U.S. Administrators
Inc.

3540 Wilshire Blvd., Los
Anaeles, Calif. 90010;
215-383-1100

Region served: Nationwide.
Type of claims: 80% health

insurance, 20% pension, legal,
etc.

Number of claims: 10.8
million total claims adminis-

tered in 1981; 10.2 million for
self-insurers.

Staff: 450 total staff; 275 ad-
minister claims.

Clients: 106 total clients, of
which 94 are self-insured.



Compensation: Per claim,
per covered employee.

1981 gross revenues: Not
reported.

Auditing procedures:
Claims are audited monthly by
in-house staff and indepen-
dent hired by self-insured cli-
ents.

Reports: Supplied monthly,
. luarterly or annuaNy free of
-:harge within five co 10 work-

ng days of the end of the
ionth; claims progression
·acked.

Computer: IBM 3031 and
341, with input document
erminal located in home of-
ice. Self-insurers are offered

:RTs for local display; three
se this capability.
Bank services: Clients'

hoice.

Locations: San Francisco,
Tniversal City, Calif.; Shrews-
ury, N.J.; Washington; Mon-
real.

Vestern Reserve

Administrative
Services Inc.

276 W. Bagley Road, Berea,
Ohio 44017; f16-243-2800

Parent company: WR Man-
Iement Group.
Region served: Nationwide.
Type of claims: 100%

-.- :alth insurance.

Number of claims: 10,000
b ,tal claims administered in

981; 10,000 for self-insurers.

_ Staff: Four total staff; four
,dminister claims.

Work load: Average of 200
to 250 claims handled monthly

5- )y each administrator.
Clients: 10 total clients, of

Nhich 10 are self-insured.

Compensation: Per cov-
, ared employee.

1981 gross revenues: Not
., eported.
, Auditing procedures:

'aims are audited quarterly,
, , client company and inde-
2 ndent firms hired by self-in-

ired clients.

Reports: Supplied weekly
r quarterly free of charge

,, 'ithin 10 to 20 days of the end
f the month; claims

irogression tracked.

Adjuster/
- administrator/

auditor

tmerican Insurance
Administrators Inc.

6420 Wilshire Blvd., Suite
200-1, Los Angeles, Calif.
90048; 213-658-5125

. - Region served: Nationwide.
Type of claims: 100%

iealth insurance.

Number of claims: 50,000
:otal claims adjusted and ad-

-- ninistered; 40,000 for self-in-

5 . irers.
4 Staff: 12 total staff, includ-

g six adjusters and one ad-
+ 'nistrative supervisor.

Work load: Average of 50
aims handled monthly by

p ' ich administrator.
1981 gross revenues: Not

eported.
Audits in 1981: Two con-

ducted, none for self-insurers.
Auditing staff: Two full-

_ time auditors. Qualifications
- include 25 years in all lines of

health insurance.
Audit examines: Claims re-

f- porting, claims processing,
claims investigation, claims
adjusting, claims documenta-
tion and verification, accuracy

of payments, personnel qualifica-
tions, case load of examiners.

Audit charges: Time and ex-
pense, $15-$50 hourly.

C.W. Burke & Co. Inc.

Public Ledger Bulding, Philadelphia,
Pa. 19106; 215-922-2611

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 25,000 total
claims adjusted and administered;
15,000 for self-insurers.

Staff: Nine total staff, including
adjusting staff of five with four ad-
justers, and one claims administra-
tor.

.Work load: Average of 65 claims
handled daily by each administra-
tor.

Clients: 140 total adjusting and
administration clients, of which 60
are self-insurers.

Compensation: Percent of an-

nual premium; per covered em-
ployee.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
not tracked.

Bank services: Offered.

Audits in 1981: 20 conducted,
100% for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include 15

years of claims experience.

Audit examines: Claims pro-
cessing, claims adjusting, claims
documentation and verification, ac-

curacy of payments, accuracy of
loss reports.

Audit charges: Flat fee.

Computer Claims
Administration

. Box 21367, Billings, Mont. 59104;
406-245-3575

Region served: Montana, Wyo-
ming, North Dakota, South Dakota,
Idaho.

Type of claims: 100% health in-
surance.

Number of claims: 120 total

claims. adjusted; 120 for self-insur-
ers, 120 by telephone adjuster;
14,400 claims administered, 14,400
for self-insurers.

Staff: Three total staff members,
including adjusting staff of one,
and a claims administration staff of

two.

Work load: Average of eight
multiple line claims handled
monthly by an adjuster. Average of
1,200 claims handled monthly by
each administrator.

Clients: Six total adjusting and
administration clients, of which six
are self-insurers.

LINKED
TOTHE
UNUSUAL

'4

34 &

Des Moines. Iowa .

Omaha, Nebraska
Sioux Falls. S. Dak.

Madison, Wisc

Minneapolis. Minn.

Springfield. Mo
Bismarck. M. Dak.

Billings. Mont. .
Boise, Idaho

Denver, Colorado

Topeka. Kansas

Portland. Oregon
Salt Lake City. Utah
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Compensation: Percent of paid
claims for administration/adjust-
ing, average charge of 3% to 8%; per
covered employee for administra-
tion; hourly fees for adjusting, $25
to $35 per hour.

1981 gross revenues: $43,200, or
3.5% of paid claims.

Auditing procedures: Claims
are auditied quarterly by in-house
staff.

Reports: Supplied monthly free
fo charge within three days of the
end of the month; claims
progression tracked.

Computer: IBM System 34, with
input document terminal located in
a central location.

Bank services: Offered.
Audits in 1981: Four conducted,

100% for self-insurers.

Auditing, staff: One full-time
auditor. Qualifications include two

year of claims processing.
Audit examines: Claims report-

ing, claims processing, investigat-
Continued on nezt page
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Crowther
515-243-1221

402-393-2040

605-3360960

6088334567

612-3330361

417-887-0354

701-223-1112

406-248-7183

308-336-7131

303-7534071

913-267-1222

503-224-5081

801-328-3133

People b-1
Specialists in Excess and Surplus Unes Insurance
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ing claims, adjusting claims, claims
documentation and verification, ac-

curacy of payments, accuracy of
loss reports, personnel qualifica-
tions, case load of examiners.

Audit charges: Time and ex-
pense.

Darby & Associates Inc.
Penn Tower, 3100 Broadway, Suite
411, Kansas City, Mo. 64111;
816-753-8775

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 245 total

claims adjusted and administered;
245 for self-insurers.

Staff: Five total staff, including
adjusting staff of four; four admin-
ister claims.

Work load: Claims handled 96%
are medical only and 1% are in-
demnity. Average of 30 claims han-
dled daily by each administrator.

Clients: 25 total adjusting and
administration clients, none of
which are self-insurers.

Compensation: A monthly per-
employee rate.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly

Reports: Supplied monthly or on
demand at a charge included in ad-
ministration fee within 15 days of
the end of the month; claims
progression tracked.

Computer: MAI Basic 4, with
input document terminal located in
home office. Self-insurers are of-

fered CRTs for local inputting; sev-
eral use this capability; none per-
form own data processing.

Lawsuit management: Staff of
two, located in home office, with
CLU, FLMI and RHU designations.

Audits in 1981: Five conducted,
95% for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include

How do you
persuade a
275-pound

superintendent
he must

beef up his
safety program?

Easy. Let the information provided by CS ONLINE
dothetalking foryou.

CS ONLINE, the world's largest and most ad-
vanced risk information network from Corporate Sys-
tems, can put the answers on your desk to corvince
even the biggest anc burliest doubting Thomas.

With CS ONLINE, you can show your superinten-
dent where, when, and how accidents are occurring.
You can keep him motivated to improve his safety
performance by providing up-to-the-minute daia on
his progress, information from the smallest detail to
themost comprehensive summary.

With CS ONLINE, you can have instantly from your
own terminal any of the safety, claims, and insur-
ance data in your complete Corporate Systems mas-
ter file. Data on the frequency and severity of
specific accident types, analyzed by criteria such as
location, day of the week, even the weather
conditions underwrich theyoccurred. You car
have all this and much more, the minute you
need it.

Don't settle for less than the most

advanced in risk information technology.
Find out what CS ONLINEcan do for you.
Call toll free in the U.S. and Canada,
(800) 858-4351 or (806) 376-4223 in
Texas. Orsend thecoupon below.

coinurate

Leadership in

Risk Information Technology

cumorate

minimum of five years experience
and college degree.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments accuracy of loss reports,
personnel qualifica.ions. case load
of exam.ners, defense effective-
ness, UCR verification and pro-
cessing time study.

Audit charges: Time and ex-
pense.

Group Services &
Administration Inc.

3113 Classen Blvd., Suita 4,
Oklahoma City, Ok'a. 73118;
405-528-4400

Region served: Southwes:
Type of claims: 100% health in-

surance.

Number of claims: Thcusands

1

of total claims adjusted and admin-
istered.

Staff: Three total staff members,
including adjusting staff of two;
two administer claims.

Clients: 25 total adjusting and
administration clients, of which
four are self-insurers.

Compensation: Adjusting and
administration expenses combined
in monthly fee or flat fee of $2 to $8
per employee.

1981 gross revenues: $35,000.
Auditing procedures: Claims

are audited upon request by inde-
pendent firm hired sy self-insured
clients.

Reports: Supplied quarterly free
of charge; claims progression
tracked.

Audit examines: Claims pro-
cessing, claims investigation, claims
adjusting, claims documentation
and verification, accuracy of pay-
ments, accuracy of loss reports,
personnel qualifications, defense
effectiveness.

Tell me more about CS Online, Corporate Systems' new technological advance in
risk management communicalon
Name

Mail to:
Position

CS ONLINE

Company Corporate Systems
Address P.O. Box 31780

Amarillo, Texas 79120
City State

Phone (                                   .
C. 1.1 I.

Handel Group Inc.
Box 79,53 Academy St.,
Poughkeepsie, N.Y. 12602;
914454-4041

Region served: New Englar
New York, New Jersey.

Type of claims: 100% grou
health, life, long-term disabili'
and other employee benefits.

Number of claims: Thousari
of total claims adjusted and adm.
istered; 50% for self-insurers.

Staff: 25 total staff, including ·
justing staff of 12, of which 12 i
field adjusters, and a claims ad -
istration staff of 12.

Compensation: On retainer.
1981 gross revenues: Not

ported.
Auditing procedures: C

are audited semi-annually.
Reports: Supplied monthly.I-

of charge within 10 days of thi
of the month.

Locations: New York, 1
burgh, N.Y.

Audits in 1981: Three
ducted, 100% for self-insurers.

Audit examines: Claims rel
ing, claims processing, claims-,
vestigation, claims adjusting, cr
documentation and verificatiol

curacy of payments, accuracy
loss reports, case load of examiner

Audit charges: Time and
pense.

Paul F. Livingston Inc.
30660 Twelve Mile Road,
Farmington Hills, Mich. 48018;
313-851-0200

Region served: Michigan, Ohio.
Type of claims: 100% health in- -

surance.

Number of claims: 40,000 to
50,000 claims administered; 25,000
for self-insurers.

Staff: 24 total staff, including be
claims administration staff of six.

Work load: Average of 750
claims handled monthly by each
administrator.

Clients: 12 total adjusting anr
administration clients, of whic
two are self-insurers.

Compensation: Percent of a.
nual premium, 5% charged; $4 to *
per covered employee; time 2-
expense charge of $85 to $90 pe
hour.

1981 gross revenues: More tha..
$1 million.

Auditing procedures: Claims
are auditied annaully by in insur
ance companies or CPAs.

Reports: Supplied monthly free
of charge within 30 days of the end
of the month; claims progression
tracked.

National Premium and
Benefit Administration
CO.

4242 Undell Blvd., St. Louis, Mo.
63108; 314-652-1414;
800-325-8258

Region served: Nationwide.
Type of claimR: 100% health in-

surance.

Number of claims: 96,000 total
claims adjusted.

Staff: 33 total staff, including 13
adjusters, of which 13 are telephone
adjusters, and a claims administra-
tion staff of three administrative

supervisors.

Work load: Average of 500 mul-
tiple line claims handled monthlj,
by an adjuster; of which 75% are
medical only and 25% are indem-
nity. Average of 20 claims handled
monthly by each administrator.

Clients: 600 total adjusting cli-
ents.

Compensation: Flat fee based
on premium; exclusive contract re-
quired.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly, by in-house
staff.

Reports: Supplied on need of eli-
ent at a charge that depends on ser-
vices, delivery date depends on

Continued on page 32
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Successful risk transfer programs require timely,
innovative reinsurance, designed to satisfy changing
cash management needs.

Imaginative products from General Re can help
meet the risk management challenges of the eighties.

Ask us about:

•PAPPY™and PAPPY PLUSTM

Workers' Compensation programs for self-insureds.
• MATRIX MANAGEMENTTM

Cash Flow Control.

'popTM

Prior Occurrence Protection

Don't just pass the buck. Get the added value of
General Re's staff, experience and financial resources.

Call now....for protection when
you need it most. fri

.,.A.TM

General Re
America's Largest Reinsurer

i t..42,9>«

General Reinsurance Corporation, Greenwich, Connecticut
Atlanta, Chicago, Columbus, Dallas, Des Moines, Hartford, Houston, Kansas City, Les Angeles, New York, Philadelphia, Washington, San Francisco, Seattle,

Montreal, Toronto, and London.

'  96#6

©1981 GRC
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business; claims progression
tracked.

Computer: IBM 4331, with input
document terminallocated in home
office.

Audit examines: Claims pro-
cessing, claims investigation, claims
adjusting, claims documentation
and verification, accuracy of pay-
ments, case load of examiners.

Audit charges: Flat fee.

Orange County
Foundation fo, Medical
Ca,e

300 S. Flower, Orange, Calif. 92668;
714-978-7000

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 356,679 total
claims adjusted and administered;
41,409 for self-insurers.

Staff: 135 total staff, including 45

adjusters, of which 39 are field ad-
justers, six are telephone adjusters,
and four administrators.

Work load: Average of 800 mul-
tiple line claims handled monthly
by an adjuster. Average of 20
claims per day handled by each ad-
ministrator.

Clients: 270 total adjusting and
administration clients, of which
seven are self-insurers.

Compensation: 4.5% of annual
premium; exclusive contract re-

quired.
1981 gross revenues: Not re-

ported.
Auditing procedures: Claims

are audited monthly by in-house
staff, insurers and independent
frims hired by self-insured clients.

Reports: Supplied monthly and
quarterly at a charge of $25 per re-
port per month within four weeks
of the end of the month; claims
progression tracked.

Computer. Data General M600,

Looking foroffshoreinsurance?

Here's the full story on
the All American Marine Slip.
All American Marine Slip is an underwriting
syndicate of 29 insurance companies offering
sound, reliable coverages for high value marine
risks anywhere in the world. The Slip is managed
by Marine Office of America Corporation.

Please send me a copy of your new capabilities
brochure on offshore insurance protection.
Name: Title :

Company.

Address.

City/State'Zip

All American
Marine Slip
All American Marine SliK • 161 William Street
New York, NY 10038 USA · Telephone (212) 669-1555
Telex 126234 AAMS NY<

A

with input document terminal at
central location.

Bank services: Offered through
Bank of America and Union Bank.

Locations: Branch office in Or-
ange, Calif.

Audits in 1981: 11 conducted.
Auditing staff: Four full-time

auditors out of 135 total staff. Qual-
ifications include minimum three

years claims processing in-house
and knowledge of all insurers and
contacts.

Audit examines: Claims pro-
cessing, claims investigation, claims
adjusting, claims documentation
and verification, accuracy of pay-
ments, case load of examiners.

John P. Pearl &
Associates

4815 Prospect Road, Peoria, Ill.
61614; 309-688-9000

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 245,000 total
claims adjusted and administered;
45,000 for self-insurers.

Staff: 35 total staff, including 18
adjusters and adminstrators.

Work load: Average of 860
claims handled monthly by an ad-
juster and an administrator.

Clients: 100 total adjusting and
administration clients, of which
five are self-insurers.

Compensation: Adjusting and
administration combined in one

charge; percent of paid claims; per-
cent of annual premium; per cov-
ered employee.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly and annually
by in-house staff, insurance com-
panies and independent firms
hired by self-insured clients.

Reports: Supplied as requested
free of charge within five working
days of the end of the month;
claims progression tracked.

Computer: IBM 4331 with input
document terminal located in home
office. Self-insurers are offered

CRTs for local inputting.
Locations: Portland, Ore.; Nor-

folk, Va.; Indianapolis; Chicago;
London.

Audits in 1981: 17 conducted,
100% for self-insurers.

Auditing staff: Two full-time
auditors. Qualifications include 10
years of adjusting experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Preferred Group
Administrators Inc.

4414 Centerview, Suite 140, San
Antonio, Texas 78229;
512-734-5013

Region served: Southwest.
Type of claims: 100% health in-

surance.

Number of claims: 30,000 total
claims adjusted and administered;
1,000 for self-insurers.

Staff: Eight total staff members,
including four adjusters, and five
who administer claims.

Work load: Average of 500
claims handled monthly by each
administrator.

Clients: 800 administration eli-

ents, of which one is a self-insurer.
Compensation: Per covered em-

ployee and percent of paid claims;
exclusive contract required.

1981 gross revenues: $2 million.
Auditing procedures: Claims

are audited quarterly by in-house
staff and insurance company audi-
tors.

Reports: Supplied quarterly free
of charge within two weeks of the
end of the month; claims
progression tracked.

Continued on page 34
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EXIBLE
G.

Now more than ever,
Blue Cross and Blue Shield
Plans can give you health
care coverage the way
you want itAnd the way
you want to pay for it.

There is more than one
way to finance your employee
health care coverage. And
Blue Cross and Blue Shield
Plans can offer you flexible
arrangements to meet most
risk management or cash flow
objectives you may have.

Our options range from
fully insured financing -7 which
many companies continue to
prefer-to administrative
services contracts.

8 when you're looking
for flexibility in financing your
health care coverage, call
on us. We can work out
the options.

Write for the new
booklet,"The Best You Can
Do For Your People. And
Your Company" Box 8008,
Chicago, Illinois 60680.

This will keep our cash flow
healthy, and our people, too

® Registered Service Marks of the Blue Cross Association
®'Registered Service Marks of the Blue Shield Association

.,21£,-  Blue Cross®, Blue Shield®,

The BestYou Can Do ForYour People. And Your Company.
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Continued from page 32 Region served· West Aadit examines Claims report administrator qualifications, case load of examin-

Computer: Data Point computer, Type of claims 95% heal-n in- ing, claims processir g, claims in- Clients· 50 self-insured adlisting ers
with input document terminal 10- surance, 5% prepaid legal, disabil- VESt gE.tion, claims ad usting, claims and administration clients Audit charges: Flat fee
cated in the home office ity, life insurance dccinientation a-ld verifiration, ac Compensation. AdJusting and

Bank services Offered through Number of claims· 20,000 total ciracy of reserves, acc uracy of administration combined in one
clients' banks claims adjusted and adminis-ered, payments, personnel qualifications charge

Auditing staff. Two full-time 6,000 for self-instrers Audit charges· Time and ex- 1981 gross revenues· Not re- Adjuster/
auditors Qualifications include two Staff. Seven tc-al staff members, pense ported administrator
and eight years of experience, re- including three adjusters and a Auditing procedures Claims

spectively claims administration staff of four Self Insurers Benefit are audited daily by ln-house staff
B.E.S.T. Employee Benefit

Audit examines· Claims report- Compensation Percent cf an- Services and also by Independent firms
ing, claims processing, claims in- nual premium, per claim, per cov- hired by self-insurance clients Administrators/

222 S Prospect, Park Ricge, 111
vestigation, claims adjusting, claims ered ernployee 60068, 312-692-7020 Reports: Supplied monthly B.E.S.T. Benefit

documentation and verification, ac- 1981 gross revenues: NE re- within 10 days of the end of the Payments Inc.
curacy of reserves, accuracy of ported Parent company. Ryan Insur- month, claims progression tracked 4222 Campus Drive, Newport Beach,

payments, accuracy of loss reports, Auditing procedures' Claims arce Group Inc Bank services· First Na-ional Calif 92660, 714-549-5100

personnel qualifications, case load are audited annially by in-nouse Region served: Na-ion 4 ide Bank of Chicago
of examiners, defense effective- staff, others and ndependent firms Type of claims· 1C0% nealth in- Audits in 1981 10 conducted, Parent company. BEST Plan
ness, lag-time turnarounc hired by self-insured clients suraice

100% for self-insurers COS

Audit charges. Time and ex- Reports· Supplied monthly Number of claims· 500 000 total Auditing staff Five full-time Region served Western states
pense within five days of the end of the claims adjusted and administered auditors Qualifications include Type of claims 100% health in-

month, claims progression tracked 100% for self-insurers five years of claims experience surance

Computer IBM system, with Staff: 90 total staff inc luding 4C Audit examines Claims report- Number of claims 20,000 total
Professional input document terminal loca-ed in adjust:ers, all staff members admin- ing, claims processing, claims in- claims adjusted and administered,

Administrators Inc. home office Self-insurers are of- vestigation, claims adjusting, claims 7,500 for self-insurers, 7,500 by tele-ister e_al ms

2404 Bank Drive, Box 1722, Boise, fered CRTs for local inputting Work load dverage of 1,000 documentation and verification, ac- phone adjuster
Idaho 83701, 800-635-5330 Audits in 1981: One conducted claims handled monthl> br· each curacy of payments, personnel Staff. Ten total staff, including

seven telephone adJusters, and one
claims administrator

Work load Average of 600 mul-
tiple line claims handled monthly

1.1 by an adJuster
Clients 800 total adjusting and

1.} 1 - -, M 4-1,1 : .1 4 administration clients, of which 15
are self-insurers

l

administration combined in one

Compensation Adjusting and

charge, 4% to 5% of annual pre-
mium, $5 25 per month per covered

1

employee, time and expense
1981 gross revenues· Not re-

ported
Auditing procedures. Claims

!
4 are audited quarterly by in-house

staff and stop-loss insurers and
reinsurers

Reports· Supplied monthly free
> L 411 1, of charge Immediately, claims

I

progression tracked

&:E. Which insurance broker takes risk f- Computer. IBM 260 and Bur-
roughs, with 1npUt document
terminal located in home office

outofriskmanagement? Lawsuit management: Staff of
one, an attorney who is vp of
claims, located in home office/1, r [1. 04 Locations· New Orleans

Benefit Plan Services Inc.

90 S Newtown Street Road , Box
373, Newtown Square, Pa 19073,

A. Rollms Burdick Hunter.. 215-359-1400

Parent company. Comprehen-
sive Benefits Service Co Inc

Region served· Nationwide'F- 4*
TyDe of claims 90% health in-

surance, 10% dental insurance
7 t Number of claims: 212,000 total

1 1- 4
1

4
claims ad]usted and administered,
250 adusted and 52,000 adminis-
tered for self-insurers

Staff: 50 total staff, including 21
adjusters

1 1 Work load Average of 840
1

claims handled monthly by each

i 'L
administrator

1
Clients. 200 total administration

ers

Compensation. Percent of in-

Eli
clients, of which 150 are self-insur-

curred claims, 5% average charge,

11

ROLLINS BURPICK

$2 to $4 per covered employee, time
and expense

1981 gross revenues. $22 mil-
lift lion

Auditing procedures· Claims
are audited weekly by ln-house su-
pervisory staff and other firms

HUNTEK Reports. Supplied monthly free
of charge within one week of the

Taking Risk Out Of Risk Management end of the month, claims

progression tracked
Worldwide Computer IBM 5120, with input

1
document terminal located in home

office

1, 1 Bank services· Offered through

1
11 11

11
1

1 Industrial Valley Bank of Philadel-1 phia
11-

Burr.Cummings &
Associates Inc.

1700 N Broadway, Suite 309,1111 - -- -111 r Walnut Creek, Calif 94596,
415-930-8600

Region served California, Ne-
vada

Continued on page 41
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By using cash flow strategies a com. tract for many services-from
pany can profit from the funds moving loss control to claims adjust-
through its insurance program. ment-normally provided by

INA explains how captives, retro,
conventional insurance. Second,

though a company may earn in-
plans, deductibles and other risk retention terest on the funds held in re-

methods can affect the bottom line. serve, it has to take this money
out ofpre-tax income. Insurance
premiums, by contrast, can be

Insurance costs for major ations, improved flexibility in treated as direct business ex-
corporations can run to tens of timing payments and the chance penses. Finally, few firms, how-
millions ofdollars annually. The tO USe insurance cash flow to fi- ever large, are ready to insure
cost of money, too, is vastly nance other corporate objectives themselves against a truly cata-
higher than it once was. Not may be equally significant for strophic loss, hence major risks
surprisingly, risk managers now management. are still transferred.
seek to retain as much of their

Overcoming the perils Fortunately, several self-in-
insurance cash flow as they can

of underwriting oneself surance strategies are aimed di-
for as long as possible. rectly at these problems. Most

Cash flow management, The obvious way to control large companies employ a com-
however, is more than a tech- cash flow is to become one's own bination of techniques.
nique for earning interest on the insurer. Almost ali large firms An ordinary policy with a
costs of coverage. A crucial ele- (see table) now retain a portion high deductible, for instance,
ment is looking at insurance, of their risks. Self-insurance, permits a company to self-fund
not as a commodity, but as a however, may have unexpected its frequent, but comparatively
fundamentally inancial tool. consequences. inexpensive losses, utilize the

Important tax consider- First, a company must con- cash flow that this generates,



ance Cash Flow
and still transfer its larger but
much less likely risks.

How to buy
insurance and pay for it
only when you use it.

Another strategy starts with
a conventional retrospective rat-
ing plan. However, instead of
the large premium associated
with conventional plans, the in-
surance company pays losses
from a deposit funded by the
insured from time to time and

charges only for service and
administration.

Here the advantages include
convenient scheduling of pay-
ments, lowered costs-if the loss

experience is better than expect-
ed-and the opportunity for a
firm to hold more ofits cash for a

longer time. Also important: a
larger portion ofthe cost is treat-
ed as a business expense.

Lastly, the most complex of
all retained risk strategies is the
captive insurance subsidiary. Al-
though the undertaking is sub-

stantial, the benefits are

tangible. A captive allows a
company to establish a structure
for segregating its risks and
avoiding overlapping expendi-
tures. It offers important tax
considerations and provides
great flexibility in dealing with
exposures overseas. Reinsurance

rates may well be lower when
the coverage is purchased
through a captive. Income de-
rived from the investment of the

captive's reserves is available to
the parent corporation for other
financial needs.

Why would an insurance

company encourage

self.insurance?

Sophisticated underwriters
sometimes urge their clients to
retain more of their risks. The

client profits from improved
cash flow while the insurer gains
when it supplies the added out-
side services required.

INA is one of the leaders in

providing unbundled services to

Catching smaller flows of cash
Captives, retros and the like once

were reserved for firms that spent a
minimum of a million dollars annually.

 4 Today, however, companies that spend
far less can profi t from cash flow tech-

niques through participation in trade
association insurance programs. By com-

bining the insurance needs of the entire
group, associations are able to provide highly

sophisticated risk-retention plans to their mem-
}1711{ bers. A growing number of associations even have

their own captives. The Risk Retention Act of
1981 removes a number of legal stumbling blocks
and is expected to hasten this trend.

self-insurers. Among the most
important: loss control, engi-

neering studies, claims han-
dling, risk management services
and rehabilitation.

Risk retention rises
From just 6% of all commercial insurance in
1970, self insurance (including captives) will
grow to an estimated 28% by 1984.

6%

1296

22%

28%

1970 1975 1980 1984
Source: Business Insurance Magazine

Risk retention strategies can

also be extremely complicated.
Insurance companies, with INA
among the leaders, have the

broad experience-and financial
creativity-to help develop these
complex and usually one-of-a-

kind arrangements.
The Insurance Company of

North America was founded in

1792 in Independence Hall in
Philadelphia. Today, it iS the
largest component of INA Cor-

poration's international network
of insurance and financial service

companies. Cash flow strategies
and risk retention services are

typical of the inventive products
that distinguish INA.

For an informative booklet

on cash flow management write
INA , Dept R, 1608 Arch Street,
Philadelphia, PA 19101.

INA
The Professionals



Howsecure is your
reinsurance?

North American Re has one of the strongest balance sheets
in tie reinsurance industry.

When we accept a reinsurance risk, you can always
rely on us to be here when you need us.

For nearly a century, we've played an important role in the
insurance industry in America.

And together with Swiss Re, we're one of the oldest
and largest international reinsurers in the world.

Our financial stability is the result of many years of reinsurance
experience combined with a conservative investment strategy.

NOETH AME2ICAN

In these uncertain times. EL- ' : '49////////MI 1

it doesn't pay to be uncertain about your reinsurer.

NORTH AMERICAN REINSURANCE CORPORATION

100 EAST 46TH STREET NEW YORK, NEW YORK 10017 TELEPHONE 212-907-8000 ATLANTA, BOSTON, CHICAGO. DALLAS, DENVER. HOUSION. KANSAS CITY. LOS ANGELES, NEW YORK, PHILADELPHIA, SAN FRANCISCO, SEAITLE
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A crucial question
Do your claims handling firms
work for your best interests?

By Robert A. Chorak

LAIMS ADMINISTRATION often carrconfuse the self-insurer.

After deciding to self-insure, the claims
function is very important to the long-run
performance of the program. Accordingly,
the decision on how claims are to be

handled becomes crucial. Some integral
questions that must be answered are:

• How will the claims be handled?

• Should the self-insurer hire its own

claims person or use a service company?
• Who will decide the disposition of

claims?

• What controls how theclaims will be

handled?

• How much will the claims program
cost?

Generally, the self-insurer has resolved
its claims-handling problems by
contracting with a claims adjustment

service company or fronting insurer that
offers its services as a claims

administrator-and leaves it at that.

In some fronting arrangements, the
self-insurer has no choice but to use the

claims service offered by the fronting
insurer as a condition of the fronting
arrangement that includes the policy
issuance.

Furthermore, the manner. in which

self-insurers manage their claims is of real
interest to prospective excess insurers. The
exposure of these insurers to loss is greatly
increased by a poorly organized claims
operation.

In many instances this claims-handling
arrangement responds adequately to the
needs of the self-insurer. In some cases,

however, less than satisfactory results
have occurred, of which the self-insured
client is never aware.

At this point, a differentiation in terms
of services should be made between claims

adjustment services and claims
administration services for the purposes of
clarity. The definitions are:

• Claims adjustment services (adjusters)
provide investigation leg work (phone or
field basis) and collate facts found into an
advisory report. Contingent upon
settlement authority, the adjuster brings
the claim to a conclusion either by not
paying it or paying subject to his or her
autonomy.

• Claims administration services

(supervisors or examiners) provide
direction for the adjuster and the claim file
as a whole to assure quality control along
with an ongoing functional audit proeess.

Robert A. Chorak is pres-
ident of Risk Manage-
ment Associates Inc. in

Aurora, Colo.

Contingent upon their autonomy, the .
supervisors/examiners direct litigation
and bring most claim files that are in

dispute to a conclusion.
While the duties of both the

administrator/supervisor and the adjuster

are more complex than indicated in these
definitions, their complementary yet
diverse relationship should be apparent.
Thus, when a self-insurer has delegated

the majority, if not all, of its
administrative control to an adjustment
service company, a conflictof interest has
just been created within that servicing
agency.

To illustrate, this arrangement could be
characterized in the extreme as being like
contract accountants who provide services
that they both control and audit.

Why would a claims service agency
allow itself to be placed in such a
conflict-of-interest situation? The answer

is simple: business generation.
Specifically, the administrative phase of

claims management, for the most part, is
the key to who performs the adjustment
service where the greatest percentage of
service dollars are earned. And, like most
businesses in a competitive environment,
adjustment service organizations want to
lock in as much business as possible.

By identifying themselves as claims
adminstrators, adjustment service
providers can usually guarantee their .
operation an exclusive piece of regular
business upon submitting a winning bid.

This is not to say that many claims
adjustment companies do not have capable
administrative personnel, because they do.
However, the possible motivation for such
arrangements may or may not be in the
client's interest.

Other collateral services that are

offered, often with little or no charge as an
inducement toward an exclusive

relationship, are statisticaJ reports and
banking services.

If the self-insurer would examine the

commercial insurer's approach to the
claims adjustment company, it would
usually find that the insurer never
abandons its supervisory function to an
adjustment service.

The insurance industry has recognized
human nature, as well as inherent
conflicts of interest, in such situations.

Human nature is significant because, as in
most businesses, it can affect productivity.

The pressure to be productive and close
claims promptly; rightfully so, is there.
And it is human nature to take the path of
least resistance. If technical expertise
directly accountable to the self-insured is
not there to supervise, the self-insured
could unwittingly and unknowingly lose
thousands of dollars on claims files

summarily closed. Mistakes do happen,
and unless there is someone independent
of this conflict to correct or prevent them,
significant problems can and will arise.

0 How will the claims be handled?

0 Should the self-insurer hire its

own claims person or use a
service company?

0 Who will decide the disposition
of claims?

0 What controls how the claims will

be handled?

0 How much will the claims

program cost?

Is there any gain to be realized by a
claims services provider that supervises its
own function by confesssing its costly
mistakes? Remember, "to err is human, to

forgive expensive." In such situations,
where the self-insurer lacks the

sophistication that the insurance industry
has at its disposal, claims service
organizations, as a matter of human nature
alone, will be less responsive to the
unsophisticated self-insured.

Claims audits are also very important.
There is another, more important
dimension to this function which

surprisingly few self-insurers choose to
exercise: the integrity operations audit.

The insurance industry generally
examines the claims procedures and
adequacy of claims reserves operations
audit on an annual basis. Yet it is an

ongoing process due to potential fidelity
problems in an organization that handles
millions of dollars daily.

Although many adjustment services
have controls built within their

organizations, it is indeed ironic that
self-insurers do not avail themselves of

such a service, even at the prodding of the
adjustment service provider.

Of course, this function should be done

by a qualified provider who is totally
unbiased, independent and realizes no
gains from any findings. This service,
conducted on a regular basis, can be.an
invaluable fail-safe mechanism that, at the
least, will reassure the self-insured client

and, at most, insure quality control and
integrity of the operation.

In designing a claims program, the risk
manager should consider a multiple
independent vendor concept, which is
gaining risk management acceptance.
Basically, this means that the self-insurer

should separate the basic functions of
claims management; audit, adjustment and
administration. This restores healthy
checks and balances to the program.

In addition, collateral services like data

processing and banking services should be
separated and bid for as well. This can be

accomplished by bringing services
in-house, employing independent vendors
or by using a combination.

On the surface, this solution seems to be

costly and contrary to the basic rule of
good management, consolidate to
eliminate redundancy and waste.

Yet significant service savings can be
realized in our competitive marketplace
by using separate vendors for these
functions.

The added benefit to this type of
arrangement is that the self-insurer gains
real functional control of the most

important part of the self-insured
program, claims, the payout side, without
accidently eliminating or minimizing key
functions. This can be accomplished with

only a little more up-front timeon the part
of the risk manager or the director of
independent vendors.

Self-insurers should develop a greater
commitment to control both expense
(allocated) dollars and cost (indemnity)
dollars as well as the quality of the claims
management program. Failure to do so
will result in lost allocated dollars and

indemnity dollars that would be chalked
up to bad claims experience or not
identified at all.

The multiple independent vendor
concept is an idea whose time has come,
not only for claims management but for
risk management support services and
self-insured retention programs. It can be
implemented and used to save dollars that
would otherwise be lost. .
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Put the facts before the price
when choosing a claims service

By Harold J. Smith

CLAIMS ADJUSTERS vs. computers.Is there a conflict?

Not really, but there is a problem of
priority. Insurance companies, and now
self-insurers, often put the cart before the
horse when handling claims, emphasizing
what comes out of the computer instead of
what goes into it.

When a risk manager is offered a
self-insured claim service, 9D% of the
discussion centers on the computer runs.
There is v.ery little discussion about the
adjusters and their expertise.

Very little attention is paid to whether
the adjuster is a staff adjuster for an
insurance company or a qualified
professional adjuster. Seldom is it asked if
the adjuster normally will be handling
losses as a staff adjuster for insurance
companies and just filling in his schedule
with the losses for the self-insured.

Harold J. Smith is presi-
dent Of Harold J. Smith
Adjusters Inc. in New
York.

Therefore, the adjuster's primary role has
to be clear from the beginning.

The risk manager should know that the
adjuster who is handling the cases is
capable of doing them the way the risk
manager wants them done, as opposed to
the way the adjuster may handle them for
an insurance company client.

The adjuster also should be
incentive-motivated in handling
self-insured losses. Often, a self-insurer
feels more comfortable when he knows

that the individual adjuster has a personal
stake in rendering service and quality
adjustments by relating the adjuster's
income to his performance for the
self-insurer. Nothing could provide better
assurance to the self-insurer that the

adjuster is being motivated to do a good
job.

The risk manager should also be
extremely curious as to how losses would
be handled internally in any claim service.

Make it a point to meet with a person in
the claim service that is going totake
charge of the account, as well as the people
who are actually going to be handling it
day-to-day. Have a clear concept of how
the losses are being handled and how they
are being supervised. At all times, one
person should be held responsible for the

quality of service.

The person should not be simply a
paper-pusher or form filler-outer. The
person should be a self-motivated
professional who uses judgment, expertise
and enthusiasm to produce good results for
the self-insurer.

Don't be misled. Good statistics are a

vital part of good claim handling. It is
essential that the risk manager receive
reports that are meaningful and accurate.
Whether these reports are on computers or
produced manually is immaterial. What is
material is that they are clear, concise and
accurate.

When considering a claim service,
specify what information you want and
how often, and don't settle for less.
Demand quality service.

When considering a claim service, you
should:

• Ask to meet an executive of the claim

service.

•Ask to meet the person who is going
to be in charge of the account.

• Ask to meet some ofthe adjusters
who are going to handle the actual cases.

• Ask for a list of the claim service's

clients.

• Ask those clients for their opinions of
the claim service's performance. Check

with varied types of clients, not just
self-insurers or insurers, but a
combination of both.

• Ask for a copy of the claim service's
errors and omissions insurance policy.

• Ask for a copy of the claim service's
fidelity bond.

• Ask for a resume of the claim service.

• Check the claim service's reputation
with a local branch of the state insurance

department.

• Ask for samples of the claim service's
reports.

• Ask for a copy of the claim service's
loss runs.

• Ask for prices.
Regarding pricing, claim services are

among the most underpriced services in
the United States. And there are

differences in the pricing of claim
services.

One of the great follies of the insurance
industry, which has spread somewhat to
the self-insured field, is selecting a claim
service strictly on price.

The problem is very simple. If you had
$1 million dollars in losses and $100,000 in
expense, where would you like to cut 10%?

The insurance company and the
self-insurer who try to cut 10% of their
losses instead of 10% of their expense will
obviously end up way ahead of the game. .

Save through self-insuring work comp
By R. Raymond Muller

ELF-INSURANCE is an alternative tohigh premiums, especially for workers
compensation, a company's second-largest
insurance cost after employee benefits. A
well-administered self-insurance program
can save a company as much as 20% to 30%
of the cost of traditional work comp
insurance.

Savings accrue two ways: first, from the
increased efficiency of professional claims
management and accident-prevention
programs; secondly, from an increased
cash flow that results from paying for
claims as they occur rather than prepaying
claims through premiums.

Large, permanent disability claims tend
not to be settled immediately; therefore,
the employer retains the use of the funds
until the settlement is determined.

Cash flow can be increased by as much
as 70% the first year when compared to
annual premium, 40% the second year and
12% the third year.

The self-insurance industry has
increased efforts in recent years to
improve claims processing. They now also
offer more safety programs that help
reduce the number of work-related

accidents.

R. Raymond Muller is
chairman and chief exec-
utive officer of Self-In-
surers Service Inc., a sub-
sidiary of Ryan
Insurance Group Inc., in
Chicago.

---

'Careful attention to claims can be of increased importance during
a recession and periods of layoffs when the number of

claims usually rises dramatically. This rise often signals

a higher incidence of fraudulent claims.'

Approximately 85% to 90% of all
industrial work accidents are a result of

unsafe acts, research shows. Leaders in the

self-insurance industry have concentrated
on improving safety at plant locations.
They have discovered that self-insured
companies are always cognizant that
money to pay claims comes directly from
them instead of an insurer. Therefore,

those companies work harder to reduce
accidents.

Concern for employee relations is
paramount in a well-managed self-insured
program. In a safety program, consultants
evaluate each plant separately by
conducting hazard evaluation surveys and
observing employees on the job. The
consultants review accident reports, follow
up on accident causes and investigate
serious mishaps. They also design
formalized safety training courses for
supervisors, safety committees and
employees.

Self-insured companies, in our
experience, frequently also take a greater
interest in how claims are paid. This not
only helps to reduce costs, but also is a way
to foster good employee relations.

Careful attention to claims can be of

increased importance during a recession

and periods of layoffs when the number of
claims usually rises dramatically. This rise
often signals a higher incidence of
fraudulent claims.

Self-insured companies are more likely
to control fraudulent claims because

employees know they are personally
dealing with their employer and not with
an unknown third party at an insurance
company. It is to the employer's and the
employee's advantage that the claims be
handled fairly, accurately and promptly.

Historically, self-insurance has been
limited to workers compensation
programs. Recently, however, the industry
has been expanding the scope of its
programs to provide even more
cost-saving services.

Many firms are now self-insuring their
general liability risks as well as workers
compensation insurance, with comparable
savings.

As self4nsurance has caught on, firms
specializing in the business have opened
offices across the country. At one time,

few professional service companies could
be found outside the major industrial
cities. It was a service industry practice to
subcontract to local service companies.
Today there are many more service

companies in the South and Southwest,
reflecting the sharp influx of industry to
the Sun Belt.

Most recently, the benefits of
self-insurance have been extended to

small and medium-sized businesses that

until now had been prevented from
participating by minimum size
requirements. The self-insurance industry
has been encouraging this trend. It
supports actions by state legislatures that
enable companies with similar
employment risks to pool resources and
form a collective self-insurance program.

Illinois enacted such legislation one year
ago. Similar legislation has recently passed
in Georgia, Oregon and Maryland. In all,
19 states now permit such pools for
self-insurance coverage, and the list is
certain to grow.

It is advised, however, that each

member be carefully screened before
joining a pool to protect other participants
from undue risks. Upon joining, the group
members contribute to the po61 based on
their loss experience. Claims are serviced
just as they are for individual programs,
including evaluation of claims and the
timely issuance of checks for employees
and medical care.

While contributions to the pool may
appear similar to insurance premiums,
there are several important distinctions.
Most notably, money not used for claims
can subsequently be returned to pool
members. Also, the money in the pool
account earns interest that belongs to
members of the association, thus further
helping to reduce the cost of insuring
risks.
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Type of claims: 100% health in-

surance.

Number of claims: 3,000 total
claims adjusted and administered;
3,000 for self-insurers.

Staff: 16 total staff, including
four adjusters and ane claims ad-
ministrator.

Work load: 100% medical only.
Clients: Two total adjusting and

administration clients, of which
two are self-insurers.

Compensation: Per covered em-
ployee; exclusive contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly and annually
by trust auditor.

Reports: Supplied monthly.
Locations: San Francisco.

Group Claims
Administrators Inc.
88817th St. N.W., Suite 502,
Washington, D.C. 20006;
202-466-7630

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 30,000 total
claims adjusted and administered;
all for self-insurers.

Staff: 16 total staff.

Clients: 22 total adjusting and
administration clients, of which 20
are self-insurers.

Compensation: Per covered em-
ployee; exclusive contact required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly at a
charge included in flat fee within
six weeks of the end of the month;
claims progression tracked.

Computer: Data General, with
input document terminal located in
home office.

Hunt/Dreaden Associates
Inc.

Box 121228, Nashville, Tenn.
37212; 800-251-2607;
800-342-2288 in Tennessee

Region served: Southeast.
Type of claims: 100% health in-

surance.

Number of claims: 6,000 total
claims adjusted and administered;
6,000 for self-insurers.

Staff: 10 total staff, including
three adjusters and three claims ad-
ministrators.

Clients: Nine total adjusting and
administration clients, of which
nine are self-insurers.

Compensation: Per covered em-
ployee.

1981 gross revenues: $66,000.
Auditing procedures: Claims

are audited monthly in-house and
annually by independent firms
hired by self-insured clients.

Reports: Supplied monthly free
of charge within five days of the
end of the month; claims
progression tracked.

Computer: Digital Equipment
Corp. PDP 11/34, with input docu-
ment terminal at central location.

Insurance Benefits Inc.
150 S. Prospect Ave., Tustin, Calif.
92680; 714-832-7900

Region served: California, Ne-
vada.

Type of claims: 100% health in-
surance.

Staff: 33 total staff, including
nine adjusters and two claims ad-
nninistrators.

Work load: Average of 200
claims handled monthly by each
administrator.

Clients: Not reported.
Compensation: Percent of an-

nual premium, average of 3%
charged; exclusive contract re-
quired.

1981 gross revenues: $5 million
in billings.

Auditing procedures: Claims
are spot audited and audited
monthly by in-house staff and in-
dependeft firms hired by self-in-
sured cliefits.

Reports: Supplied monthly or
annually free of charge within one
week of the end of the month;
claims progression tracked.

Computer: Honeywell Level 6,
with input document terminal 10-
cated in home office.

Lawsuit management: Staff of
one located in home office with 23

years in insurance business, includ-
ing claims and investigation expe-
rience.

Administrator/
auditor

Employee Services Inc.
120 S. Indiana, Box 1610, Sioux
Falls, S.D. 57101; 605-336-2457

Region served: South Dakota,
North Dakota, Iowa, Minnesota.

Type of claims: 100% health in-
surance.

Staff: 12 total staff, with a claims
administration staff of nine.

Clients: 30 total administration
Continued on next page
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PAUL X. McMENAMAN, P.A.
Attorneys to the Insurance Industry

General Casualty Professional Liability Product Liability
Fidelity and Surety Bonds Fee Attorneys
Contract Attorneys Contingent Attorneys

Fees, contract proposals and resumes on request
Contact Main Office: 2307 Railroad Avenue

Spring Lake, N.J. 07762
(201) 449.1600 1 So. New York Ave.46 Bayard St.

New Brunswick Atlantic City
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clients, of which 30 are self-insur-
ers.

Compensation: Flat fee for ser-
vice.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by employers
and insurance companies.

Reports: Supplied monthly free
of charge within two to three days
of the end of the month.

Imperial Industries
3200 Wilshire Blvd., Los Angeles,
Calif. 90010; 213-487-6320

Parent company: Baldwin
United.

Region served: Western states.
Type of claims: 85% health in-

surance, 15% life insurance.

Number of claims: 230,000 total
claims administered.

Staff: 68 total staff, with a claims
administration staff of 37.

Work load: Average of 900
claims handled monthly by each
administrator.

Clients: 20 total administration

clients, of which nine are self-in-
surers.

Compensation: Percent of paid
claims, 4% to 5%; per covered em-
ployee.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff, insurance companies and in-
dependents hired by self-insured
clients.

Reports: Supplied monthly as
part of standard fee within 10 days
of the end of the month; claims
progression tracked.

Bank services: Various banks.

Locations: Burlingame, Calif.
Audits in 1981: None conducted.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of payments, personnel
qualifications.

Audit charges: Time and ex-
pense.

Insurance Management
Administrators Inc.

Box 19569, Houston, Texas 77024;
713-496-3100

Region served: Southwest.
Type of claims: 100% health in-

surance.

Number of claims: More than

50,000 claims administered; 50,000
for self-insurers.

Staff: 20 total staff, including a
claims administration staff of nine.

Work load: Average of 1,000
claims handled monthly by each
administrator.

Clients: More than 100 adminis-

tration clients, all of which are self-
insurers.

Compensation: Usually $3 to $7
per covered employee.

1981 gross revenues: More than

Prescription for
effective health claims

administration

$500,000.

Auditing procedures: Claims
are audited by in-house staff.

Reports: Supplied monthly at no
charge within one week of the end
of the month; claims progression
tracked.

Computer: Basic Four computer,
with input document terminal 10-
cated in home office.

Lahood & Associates Inc.

10200 W. 75, Overland Park, Kan.
66212, 913-432-0877

Region served: Midwest.
Type of claims: 100% health in-

surance.

Staff: 36 total staff, including a
claims administration staff of 31.

Clients: 115 to.al administration

clients, all of which are self-insur-
ers.

Compensation: $1.40 to $6 per
covered employee.

1981 gross revenues: $1 million.
Auditing procedures: Claims
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When Eli Lilly &
Company's claims vol-
ume doubled and their work-

load capacity was saturated, they
decided to go online with a system that
was not only efficient but flexible, as well.

ClaimFacts, an online health claims process-
ing system, filled the bill. ClaimFacts currently
responds to the needs of corporations, third
party administrators, Blue Cross/Blue Shield
Plans, insurance carriers and welfare funds.

ClaimFacts provides total automation of
health benefit plans administration-basic
and major medical, dental, vision, prescrip-
tion drugs and disability. ClaimFacts verifies
eligibility, adjudicates all types of claims in-
cluding those with COB, overrides, adjust-
ments, and even generates correspon-
dence-all on one screen.

ClaimFacts improves productivity, control of
benefit plans, accuracy and consistency of
payment.
ClaimFacts, as well as ImpleFacts, Erisco's
benefit record-keeping product for profit shar-
ing and thrift plans, is available on service,
lease, or purchase basis.

For further information

call Wayne Ferrentino at
1212) 247-2444 or return the cou-
pon below.

r------------=-------9
 ClaimFacts-Erisco
1700 Broadway, New York, N.Y. 10019
, Att: Wayne Ferrentino
 0 Send me information on ClaimFacts for effective health 

claims administration

, [3 Give me a call:
1 Name/Title 1

 Company 1
[ Arldree.s 1
1 Telephone 1
6--------=-----------1

claimFacts Erisco Inc.
...For Your Benefit

1700 Broadway, New York, NY 10019

A Thomas National Group Subsidiary C

are audited annually by reinsur-
ance auditors and independent
firms hired by self-insured clients.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month.

Computer: IBM System 34 with
input document terminal located in
central location.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners.

Audit charges: Time and ex-
pense charge of $35 to $75 per hour.

Marcotte Adminstrators
Inc.

4016 Hederson Blvd., Box 18044,
Tampa Fla.; 813-253-2726

Region served: Southeast.
Type of claims: 100% health in-

surance.

Number of claims: None; new
company started in 1981.

Staff: Three total staff, including
a claims administration staff of
one.

1981 gross revenues: New com-
pany.

Reports: Supplied monthly at a
charge within 10 days of the end of
the month; claims progression
tracked.

Medical Group Insurance
Services Inc.

Box 28370,377 S. Daniel Way, San
Jose, Calif. 95159; 208-248-8647

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 15,000 total
claims administered; 3,000 for self-
insurers.

Staff: Nine total staff, including
a claims administration staff of six.

Work load: Average of more
than 400 claims handled monthly
by each administrator.

Clients: 400 total administration
clients, of which 80 are self-insur-
ers.

Compensation: Exclusive con-
tract required.

1981 gross revenues: $240,000.
Auditing procedures: Claims

are audited by in-house staff.
Reports: Supplied quarterly at

no charge; claims progression
tracked.

Computer: Microprocessor with
input document terminal located in
home office.

Lawsuit management: Staff of
one located in home office with 20

years of claims experience.
Bank services: Local bank.

Audits in 1981: One conducted,
100% for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include a
minimum of two years of experi-
ence in processing and auditing
medical and dental claims.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense charge of $60 to $80 per hour.

Swanke Inc.

7800 Dupont Ave. S., Minneapolis,
Minn. 55420; 612-884-7604

Region served: Nationwide.
Type of claims: 100% health in-

surance.

Number of claims: 67,600 total
claims administered; 67,000 for
self-insurers.

Staff: 22 total staff, including a
claims administration staff of 10.

Work load: Average of 975
claims handled monthly by each
administrator.



Clients: 650 total administration
clients, of which 560 are self-insur-
ers.

Compensation: Exclusive con-
tract required.

1981 gross revenues: $625,000.
Auditing procedures: Claims

are audited randomly by indepen-
dent firms hired by self-insured cli-
ents.

Reports: Supplied monthly at no
charge within 10 days of the end of
the month; claims progression
tracked.

Computer: Wang 2200 with
input document terminal located in
home office.

Audits in 1981: Two conducted,
100% for self-insurers.

Auditing staff: Two full-time
auditors. Qualifications include 17•
years and 14 years of group claims
experience, respectively.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims documentation
and verification, accuracy of pay-
ments, accuracy of loss reports,
personnel qualifications.

Audit charges: Range of hourly
fees charged.

Property/
casualty
claims firms

Administrator

Joseph M. Allovio &
Associates

Long Grove Executive House, Route
6, Box 43, Long Grove, 111. 60047;
312-634-9270

Region served: ILlinois.
Type of claims: 90% workers

compensation, 10% medical mal-
practice.

Number of claims: 300 total

claims administered in 1981; 300 for
self-insurers.

Staff: Five total staff; three ad-
minister claims.

Clients: 25 total clients, of which
two are self-insured.

Compensation: Percent of an-
nual premium, average 8% charge.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by indepen-
dent firms hired by self-insured eli-
ents.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Computer: TRS 80, with input
document terminal in central loca-
tion.

Bank services: Imprest ac-
counts.

Equifax Risk
Management Systems
1600 Peachtree St., P.O. Box 4081,
Atlanta, Ga. 30302; 404-885-8000

Parent company:Equifax Ser-
vices Inc.

Region served: Nationwide.
Type of claims: 73% workers

compensation, 23% general liabil-
ity, 3% automobile.

Number of claims: Total claims

administered in 1981 not reported.
Staff: Not reported.
Work load: Average of 140 to

150 claims handled monthly by
each administrator. Claims requir-
ing investigation, other than tele-
phone inquiry, are assigned to out-
side investigator/adjuster.

Clients: Not reported.
Compensation: Percent of in-

curred claims, percent of paid
claims, percent of annual premium,
per claim (flat rate), time and ex-
pense. Clients also offered services
unbundled.

1981 gross revenues: Not re-
ported.

.

Auditing procedures: Claims
are audited annually by in-house
staff.

Reports: Supplied as requested
at a charge depending on number
and type of report usually within
six days of the end of the month;
claims progression tracked.

Computer: Input document
terminal located in home office.
Self-insurers are offered CRTs for
local inputting; none use this capa-
bility or perform own data pro-
cessing.

Lawsuit management: One at-
torney on staff, located in home of-
fice.

Bank services: Through Equi-
fax RMS bank or client bank.

Locations: Offices in major cities
throughout U.S.

Homeland Industrial

Corp.
4020 Moorpark Ave. San Jose,
Calif. 95117; 408-248-6380

Continued on next page
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Coming Up !
Risk Management Services

Issue Date: February 15, 1982
Ad Closing: February 2, 1982

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133
Chicago:
740 Rush Street, IL 60611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,
employee benefits and financial executives.

Our editors

make it their business

to know your business.

BUSINESS INSURANCE, the national newsweekly
of loss prevention, risk financing and benefit
management offers an exclusive index to all articles
published in Bl beginning January 1981.

Subscribers to the Editorial Index will receive three
quarterly indexes and one cumulative annual index
. . . all prepared in an easy-to-read, integrated
format by subject, persons quoted and companies
mentioned.

If you need access to news and information vital to
making sound decisions that could have a major
impact on your corporate profit and loss statement,
make the decision today to subscribe to the new
Bl EDITORIAL INDEX.

1981 Editorial Index... $95
1982 Editorial Index ... $75

To order your copy of the Bl Editorial Indexsend in
the coupon below to:

Ms. Ronnie Drachman

BUSINESS INSURANCE

Editorial Index

220 E. 42nd St.

New York, NY 10017

BUSINESS INSURANCE EDITORIAL INDEX
El 1981 Index Ca $95; 01982 Index (4 $75; O 1981 & 1982 Index (it $150 O bill me; O bill company

Name

Company

Addtess

City

Phone Number (Area Code)

Signature

State

Title
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A New Market For

Aggregate & Specific Excess Reinsurance
for Self Insured A#ll Plans

Quotations are available promptly and directly from our
Kansas City offices. We are managing underwriters for
this facility

Professional administration including plan document
preparation is also available for self insured plans.

Contact us by letter, telephone or telex

(I)#A Darby and Assodates, Inc.
Penntower, Suite 411 • 3100 Broadway • Kansas City, Missouri 64111

Phone: (816) 753-8775 • Telex: AM COM INS KC 426302

Continued from previous page

Parent company: Homeland
General Corp.

Region served: California.

Type of claims: 90% workers
compensation, 10% automobile.

Number of claims: 1,645 total
claims administered in 1981; 450 for
self-insurers.

Staff: Eight total staff; eight ad-
minister claims.

Clients: 1,500 total clients, of
which two are self-inst-red.

Compensation: Per claim (flat
fee), negotiated also.

1981 gross revenues: $100,000.

Auditing procedures: Claims
are audited by in-house staff.

Reports: Supplied monthly at a
charge included in fee within 10
days of the end of the month;
claims progression tracked.

Computer: Input document
terminal in home office and central
location. Self-insurers are offered

CRTs for local inputting; none use
this capability or perform own data
processing.

Lawsuit management: Staff of
one located in home office.

Bank services: Variety offered.

IND/MARK & CAPTIVES:
BIRDS OF A FEATHER.

It's only natural that Landmark provides assistance to clients
wishing to explore the offshore insurance concept. We've been
doing innovative insurance alternatives for years, and the captive
route is just another way to expand the horizon.

Landmark stands ready to assist brokers and clients in the areas
of captive analysis and feasibility, formation, procurement of
fronting and reinsurance companies and ongoing management.
We maintain fully staffed offices in the most favorable offshore
domiciles.

MAY WE TELL YOU MORE
ABOUT OUR WORLD?

THE LANDMARK INSURANCE GROUP, INC.
1515 Classen Boulevard, Oklahoma City OK 73106

Telephone 405-521-9911 Telex 74-7191

Offices in Dallas, Scottsdale, Wichita, Bermuda, Bahamas and the Cayman Islands

THE EXCITING WORLD OF THE
IND/MARK GROUP

Adjuster/
administrator/
auditor

AASC Claim Management
Specialist
10534 Natural Bridge, St. Louis, Mo.
63145; 314 428-4200

Parent company: NAVCO
Corp.

Region served: Nationwide.
Type of claims: 10% workers

compensation, 10% general liabil-
ity, 80% aviation.

Number of claims: 1,400 total
claims adjusted and administered;
200 for self-insurers.

Staff: 16 total staff, including
four adjusters, and a claims admin-
istration staff of 10.

Work load: Average of 30 multi-
ple line claims handled monthly by
an adjuster; average of 20 workers
compensation claims handled
monthly under one supervisor, of
which 90% are medical only and
10% are indemnity.

Compensation: Adjusting and
administration combined in one
charge.

1981 gross revenues: $900,000.
Auditing procedures: Claims

are audited quarterly by a law
firm.

Reports: Supplied.
Lawsuit management: Two

staff members, located in home of-

fice, with 20 years and 17 years of
claims experience, respectively.

Locations: San Francisco; Tren-
ton, N.J.

Audits in 1981: Two conducted,
50% for self-insurers.

Auditing staff: Two full-time
auditors out of total staff. Qualifica-
tions include 10 years of experience
in auditing.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense, flat fee.

Aetna Technical Services
Inc. (Aetnatec)
151 Farmington Ave., Hartford,

Conn. 06156; 203-273-7593

Parent company: Aetna Life &
Casualty.

Region served: Nationwide.
Type of claims: 75% workers

compensation, 2% general liability,
8% automobile, 3% property dam-
age, 1% professional liability, 1%
bonds, 10% products.

Staff: Adjusting and administra-
tion staff of 3,500.

Work load: Average of 150 mul-
tiple line claims handled monthly
by an adjuster; average of 100
workers compensation claims han-
dled monthly under one supervi-
sor, of which 70% are medical only
and 30% are indemnity.

Compensation: Adjusting and
administration combined in one

charge; percent of incurred claims,
percent of paid claims, flat rate per
claim, time and expense charge of
$40 to $60 per hour.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly at a
charge of $5 to $7 per claim within
15 days of the end of the month;
claims progression tacked.

Lawsuit management: Staff of
200, located around the country.

Bank services: Offered.
Locations: Offices around the

country.
Audits in 1981: More than 20

conducted, 90% for self-insurers.

Auditing staff: Two full-time
auditors. Qualifications include 20

1



years of experience.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
defense effectiveness, cost control,
medical management, legal cost.

Audit charges: Time and ex-
pense, flat fee.

Alexsis Risk Management
Services Inc.

130 E. Randolph St., Chicago, 111.
60601; 312-565-6036

Parent company: Alexander &
Alexander Services Inc.

Region served: Nationwide.
Type of claims: 55% workers

compensation, 15% general liability
10% automobile, 15% professional
liability, 5% product liability.

Number of claims: 120,000 total
claims adjusted and administered;
100% for self-insurers, 10% by field
adjuster and 90% by telephone ad-
juster.

Staff: 400 total staff, including
260 adjusters and administrators.

Clients: 870 total adjusting and
administration clients, of which 870
are self-insurers.

Compensation: Adjusting and
administration combined in one

charge.
1981 gross revenues: Estimated

standard premium of $450 million.
Reports: Supplied monthly free

of charge within two weeks of the
end of the month; claims
progression tracked.

Lawsuit management: Staff 10-
cated in major offices.

Bank services: Various banks.

Locations: 29 offices in the
United States.

Audits in 1981: More than 50

conducted, 50% for self-insurers.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense, flat fee.

Certified Claims Corp.
222 Cedar Lane, Suite 200,
Teaneck, N.J. 07666; 201-692-1034

Parent company: Wrightson &
CO.

Region served: Nationwide.
Type of claims: 5% workers

compensation, 20% general liabil-
ity, 20% automobile, 20% property
damage, 20% professional laibility,
5% ocean marine, 5% inland ma-
rine, 5% reinsurance.

Number of claims: 375 total

claims adjusted; 240 for self-insur-
ers, 140 by field adjuster and 100 by
telephone adjuster.

Staff: 16 total staff, including ad-
justing staff of 12 with seven ad-
justers, of which five are field ad-
justers, two are telephone adjusters,
and a claims administration staff of
six.

Work load: Average of 40 multi-
ple line claims handled monthly by
an adjuster; average of 60 workers
compensation claims handled
monthly under one supervisor, of
which 80% are medical only and
20% are indemnity. Average of 100
claims handled monthly by each
administrator.

Clients: 35 total adjusting and
administration clients, of which six
are self-insurers.

Compensation: Adjusting and
administration combined in one

charge.
1981 gross revenues: Not re-

ported.
Auditing procedures: Claims

are audited annually, by in-house
staff.

Reports: Supplied.
Lawsuit management: Staff of

six located in regional offices with
an average of 15 years of multiple

line claims experience.
Locations: New York; North-

brook, Lll.; Kansas City, Mo.
Audits in 1981: 10 conducted,

30% for self-insurers.

Auditing staff: Six full-time au-
ditors. Qualifications include aver-

age of 15 years of multiple line
claims experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-

pense charges of $35 to $74 per
hour; flat fee of $300 to $400 per
day plus expenses.

Claim & Risk Control Inc.

116 John St., New York: N Y.
10038; 212-964-4242

Region served: New York, New
Jersey, Pennsylvania, Delaware,
Connecticut.

Type of claims: 10% workers
compensation, 60% general liabil-
ity, 20% automobile, 10% property
darnage.

Number of claims: More than

7,500 total claims adjusted; 5,000 for
self-insurers; more than 15,000

Continued on next page
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INSURANCE SERVICES GUIDE:

readers looking for services.

turn to page 66
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Risk. Its real size depends on your perspective.
Are the risks that your business faces as bigas you think? The specialists at

Corroon & Black will tell you-and show you how to prevent risk. For the risks
that are manageable, our sophisticated techniques help forecast losses, measure
appropriate retention levels, and ler us show you the best way to ftnance your risks.

It's an innovative, professional approach you'd expect from one ofthe
world's top business insurance brokers. So, contact us. We'll help cut your risks
down to size.

fr, CORROON & BLACK
%5 Putting insurance risks into perspective.

Wall Street Plaza. New York. N.Y. 10005• 212-363-4100

1
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NOW...
For Firms

With 10

or More

Employees
A "Stand-Alone"

Prescription Drug Card Plan
No other coverage required. A highly

visible and utilized fringe benefit.
tailored to your need.

CRM INSURANCE MARKETING, INC.
3185-J Airway Avenue

Costa Mesa, California 92626
(714) 9794470

Continued from previous page
claims administered.

Staff: 37 total staff, including 25
adjusters.

Gross revenues: Not reported.
Reports: Supplied monthly;

claims progression tracked.
Locations: Hauppauge, N.Y.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, case load of examiners,
defense effectiveness.

BACKT
SC

Thats the place
to se# Rhu/en's
new Co//ege
& University
Student Accident

& Health Program.

ILLINOIS INTERSTATE INSURANCE AGENCY. INC.
Los Angeles, California

Claims Administration

Systems Inc.
2908 Oregon Court, Torrance, Calif.
90503; 213-320-6363

Region served: California, Ari-
zona, Nevada, Oregon, Washington,
Texas, Idaho, Georgia.

Type of claims: 60% workers
compensation, 30% general liabil-
ity, 5% automobile, 5% property
damage.

Number of claims: 4.800 total

claims adjusted; 4,400 for self-in-
surers, 2,500 by field adjuster and
1,900 by telephone adjusters; 14,000
claims administered; 9,800 for self-
insurers.

Staff: 71 total staff, including ad-

The firm that writes more accident and health coverages for college and University students
than any other specialty agency in the country, now provides a variety of programs-
written for any limits; including all coverages; anywhere in the country-and-at very
competitive rates. They even include intercollegiate sports programs.

AND BEST OF ALL-at the highest commission rates ever!

Find out how easily you can cash in on this huge profit potential. Call Rosemary
DeCamp Share for our broker's kit and details.

SUBSIDIARIES:

INTERSTATE INSURANCE AGENCY, INC. .
Atlanta, Georgia

- <Un AGENCY, INC.
217 BROADWAY, MONTICELLO, NY. 12701
(914) 794-8000 • (212) 924-1950
Outside New York State call toll free 800-431-1270

Offices in: New York City; Greer. S.C.: Phoenix. Ariz.
Levittown Pa. Liberty. NY. Atlanta, Ga.: Los Angeles. Calif.
Fort Collins, Colo.; Murfreesboro, Tenn., Toronto, Canada

justing staff of 51, of which 25 are
field adjusters, 20 are telephone ad-
justers, and 48 who administer
claims.

Work load: Average of 35 multi-
ple line claims handled monthly by
an adjuster; average of 210 workers
compensation claims handled
monthly under one supervisor, of
which 75% are medical only and
25% are indemnity. Average of 210
claims handled monthly by each
administrator.

Clients: 185 total adjusting and
administration clients, of which 55
are self-insurers.

Compensation: Administration
and adjusting combined in one
chrge by percent of paid claims, per
covered employee.

1981 gross revenues: More than
$2.4 million, or 4% of paid claims.

Auditing procedures: Claims
are audited monthly in-house and
annually by state agency and out-
side firms hired by self-insured cli-
ents.

Reports: Supplied monthly at a
fee within five to 15 days of the end
of thd month; claims progression
tracked.

Computer: IBM and Data Gen-
eral computers, with input docu-
ment terminal located in each of-

fice. Self-insurers are offered CRTs

for local inputting; three use this
capability; two perform own data
processing.

Lawsuit management: Staff of
four, located in Cypress office, with
at least 10 years of legal case man-
agement experience.

Bank services: Offered.

Locations: San Francisco, Los
Angeles, Santa Ana. Cypress,
Calif.; Portland, Ore.; Boise, Idaho;
Phoenix, Ariz.; Reno, Nev.; Hous-
ton; Dallas; New York; Atlanta.

Audits in 1981: Three con-
ducted, 100% for self-insurers.

Audit examines: Claims report-
ing, claims processing, claims docu-
mentation and verification, accu-

racy of reserves, accuracy of pay-
ments, personnel qualifications, de-
fense effectiveness.

Audit charges: Average flat fee
of $500 per day.

Claims Management
Services

1221 Ave. of the Americas, New
York, N.Y. 10020; 212-997-5713

Parent company: Marsh &
McLennan Inc.

Region served: Nationwide.
Type of claims: 80% workers

compensation, 12% general liabil-
ity, 2% automobile, 1% property
damage, 5% professional liability.

Number of claims: 20,000 total
claims adjusted; 20,000 for self-in-
surers.

Staff: 127 total staff, including 73
adjusters.

Work load: Average of 23 multi-
ple line claims handled monthly by
an adjuster.

Clients: More than 500 total ad-

justing and administration clients.
Compensation:Adjusting and

administration combined in one

charge; per claim; time and ex-
pense; exclusive contract required.

1981 gross revenues: $6 million.
Auditing procedures: Claims

are audited annually by in-house
staff.

Reports: Supplied monthly and
quarterly at a charge included in
the claims fee within 15 days of the
end of the month; claims

progression tracked.
Computer: DEC 20/60 with

input document terminals located
in each office. Self-insurers are of-

fered CRTs for local inputing.
Audits in 1981: 25 conducted,

40% for self-insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense, $55 to $70 per hour.

Constitution State
Service Co.

100 Constitution Plaza, Suite 1632,
Hartford, Conn. 06103;
203-277-5489

Parent company: The Travelers
Insurance Co.

Region served: Nationwide.Type of claims: 40% workers 
compensation, 20% general liabil- 
ity, 20% automobile, 10% property
damage, 6% professional liability, 1
2% ocean marine, 2% bonds.

Staff: 3,000 total staff.
Compensation: Per claim, time

and expense.
1981 gross revenues: Not re-

ported.
Auditing procedures: Claims

are audited annually by in-house
staff, brokers.

Reports: Supplied monthly at a
charge within three weeks of the
end of the month; claims
progression tracked.

Computer: IBM system, with
input document terminal located in
home office.

Lawsuit management: Staff of
lawyers located in home and field
offices.

Bank services: Offered.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense, flat fee.

Johns Eastern Co. Inc.

2238 Gulf Gate Dr., Box 4175,
Sarasota, Fla. 33578; 813-924-1301

Region served: Florida, Mary-
land, District of Columbia, Vir-
ginia, Delaware, New Jersey,
Pennsylvania, Ohio.

Type of claims: 50% workers
compensation, 20% general liabil-
ity, 5% automobile, 5% property
damage, 15% professional liability,
1% bonds, 1% ocean marine, 1% in-
land marine, 2% miscellaneous.

Number of claims: 24,965 total
claims adjusted and administered;
12,632 for self-insurers, 16,485 by
field adjuster and 8,500 by tele-
phone adjuster.

Staff: 135 total staff, including
adjusting staff of 70 with 65 adjust-
ers, of which 55 are field adjusters,
10 are telephone adjusters, and a
claims administration staff of 10.

Work load: Average of 32 multi-
ple line claims handled monthly by
an adjuster; average of 83 workers
compensation claims handled
monthly under one supervisor, of
which 80% are medical only and
20% are indemnity. Average of 83
claims handled monthly by each
administrator.

Clients: 500 total adjusting and
administration clients, of which 10
are self-insurers.

Compensation: Adjusting and 1
administration usually combined in
one charge; percent of payroll, per-
cent of annual premium, per claim,
time and expense, lump sum per
year; exclusive contract required.

1981 gross revenues: $4.7 mil-
lion.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly at a
charge within one to 10 days of the
end of the month; claims
progression tracked.

Computer: NCR 8555M, with
input document terminal located in
home office. Self-insurers are of-

fered CRTs for local inputting; one
uses this capability; one performs
own data processing.

Lawsuit management: Staff of
one, located in home office.

Locations: Orlando, Miami,
West Palm Beach, Lakeland,

1



Tampa and Pinellas County, Fla.;
Baltimore; Washington; Philadel-
phia; Cincinnati, Columbus and
Dayton, Ohio.

Audits in 1981: One conducted,
100% for self-insurers.

Auditing staff: Four full-time
auditors. Qualifications include

eight or more years of experience.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, timely reporting.

Audit charges: Time and ex-
pense.

Joseph P. Minardi,
Attorney at Law P.C.
1500 Main St., Sprinafield, Mass.
01115; 41 3-734-156

Region served: Western Massa-
chusetts, northern Connecticut.

Type of claims: 100% workers
compensation.

Number of claims: 450 total

claims adjusted and administered;
450 for self-insurers.

Staff: Five total staff, including
adjusting and administration staff
of two.

Compensation: Adjusting and
administration combined in one

charge.
1981 gross revenues: $110,000 or

10% of paid claims.
Auditing procedures: Claims

are audited annually by a rein-
surer.

Reports: Supplied monthly at no
charge within 15 days of the end of
the month; claims progression
tracked.

Audits in 1981: One conducted,
100% for self-insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, defense effec-
tiveness.

Risk Management
Economics

156 William St., New York, N.Y.
10038; 212-223-7171

Parent company: BRI Coverage
Corp.

Region served: Nationwide.
Type of claims: 85% workers

compensation, 10% general-liabil-
ity, 5% automobile.

Number of claims: 3,000 total

claims adjusted; 2,000 for self-in-
surers; 7,000 claims administered,
6,000 for self-insurers.

Staff: Eight total staff, including
adjusting and administration staff
of five.

Work load: Average of 250
workers compensation claims han-
dled monthly under one supervi-
sor, of which 60% are medical only
and 40% are indemnity. Average of
100 claims handled monthly by
each administrator.

Clients: 10 total adjusting clients,
of which three are self-insurers;
eight total administration clients, of
which five are self-insurers.

Compensation: Adjusting and
administration combined in one

charge.
1981 gross revenues: $1.3 mil-

lion.

Auditing procedures: Claims
are audited quarterly by a public
accountant.

Reports: Supplied free within
seven to 15 days of the end of the
month; claims progression tracked.

Computer: Hewlett Packard
HP-300, with input document
terminal located in home office.
Self-insurers are offered CRTs for

local inputing; one uses this capa-
bility.

Lawsuit management: Staff of
two attorneys, located in New
York.

Audits in 1981: Two conducted,
0% for self-insurers.

Audit examines: Claims report-

ing, claims processing; claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of payments, accuracy of
loss reports.

Audit charges: Varies by client.

St. Paul Risk Services
Inc.

230 Hamm Building, 408 St. Peter
St., St. Paul, Minn, 55102;
612-221-7203

Parent company: St. Paul Fire
& Marine Insurance Co.

Region served: Nationwide.
Type of claims: 20% workers

compensation, 5% general liability,
15% automobile, 60% professional
liability.

Staff: 1,715 total staff, including
adjusting staff of 1,035 and a claims
administration staff of 194.

Work load: Average of 42.8 mul-
tiple line claims handled monthly
by an adjuster; average of 325
workers compensation claims han-

dled monthly under one supervi-
sor, of which 33% are medical only
and 67% are indemnity. Average of
325 claims handled monthly by
each administrator.

Clients: More than 100 total ad-

justing and administration clients,
of which more than 100 are self-in-

surers.

Compensation: Adjusting and
administration expenses combined
in one charge; percent of incurred
claims, percent of paid claims, per
claim, time and expense charge of
$45 to $90 per hour.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited by in-house staff and
independent firms hired by self-in-
sured clients.

Reports: Supplied at a charge
within 25 days of the end of the
month; claims progression tracked.

Computer: Parent company's
system with input document
terminal located in a central loca-

tion.

Lawsuit management: Located
in the home office.

Locations: Offices in 48 states
and Canada.

Auditing staff: 29-member
claims auditing staff; audits per-
formed by claim supervisory per-
sonnel.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
defense effectiveness.

Audit charges: Time and ex-
pense, flat fee.

Self Insurance

Administrators Inc.

1530 The Alameda, San Jose, Calif.
95126; 408-286-5151

Parent company: Corroon &
Black Corp.

Region served: Northern Cali-
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fornia, Nevada, Utah, Oregon,
Washington, Alaska.

Type of claims: 100% workers
compensation.

Number of claims: 700 total

claims adjusted and administered;
700 for self-insurers, 30 by field ad-
juster and 670 by telephone ad-
juster.

Staff: Eight total staff, including
adjusting and administration staff
of six.

Work load: Average of 250
workers compensation claims han-
dled monthly under one supervi-
sor, of which 34% are medical only
and 66% are indemnity. Average of
250 claims handled monthly by
each administrator.

Clients: 26 total adjusting and
administration clients, of which 26
are self-insurers.

Compensation: Adjusting and
administration combined in one

charge, $95 per claim.
1981 gross revenues: $125,000 or

Continued on next page
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interested in saving moneyon disability claims ...
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"Case Closed:'

Last year 62% of the cases handled by
VPS resulted in successful dosure, based
on insurance industry standards. An addi-
tional 21% are pending resolution. We think
you'll agree that's quite a record.

In view of that record, there's no doubt
that our rehabilitation service can save you
money The question is no longer 'Should
we use VPS?," but, "When?" We're often
called in late. The longer a person is out of
work, the more likely it is he won't go back.
Motivation decreases and reinforcement of

unemployment increases. Early involvement
and timely referral are the key: That's why
we want you to call us. Now.

We will condud a file assessment of
your lost time cases. No cost. No obligation.
Using our exdusive rehabilitationrating
system, we'11 tell you quickly and honestly

which cases have rehabilitation potential.
We offer services on all types of 16st time

daims.

Vocational Placement Services has 9

district offices, servicing 15 states from
Pennsylvania to Florida, but we'll do free
file assessment wherever your local, regional
or national daims office is located. We also

provide 24-hour catastrophic service
nationwide.

Remember, our promise to you is
honest file assessment. We won't take one of

your cases unless we genuinely think we
can assist you in reaching a positive out-
come. That's how, in 7 years, we've become
America's largest independent rehabilitation
pr6vider. Give our president, Mary Gambosh,
a call at (804) 288-1168. Our objective is the
same as yours... results.

VOCATIONAL PLACEMENT SERVICES, INC.
REHABILITATION CONSULIANTS

1504 Santa Rosa Road/Box K-131/Richmond, VA 23288

Offices also in Atlanta, Baltimore, Charlotte, Louisville, Orlando, Philadelphia, Tampa and Washington, D.C.
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The Mark of Distinction
CEBS In Employee Benefits

Until recently, on-the-job training was the only way to get an education in the
employee benefits field-perhaps adequate ten years ago. but hardly Satisfactory
in the increasingly complex benefits universe of the '8Os. Today's employee
benefits practitioner needs a working knowledge of law, pensions, Social Security,
management, group insurance, accounting, investments, labor relations,
economics and plan administration. Formerly, a broad range ofexperiences over
many years was necessary to acquire knowledge this extensive. NOT ANY
MORE.

The CERTIFIED EMPLOYEE BENEFIT SPECIALIST (CEBS) PROGRAM,
co-sponsored by the International Foundation of Employee Benefit Plans and
the Wharton School ofthe University of Pennsylvania, is a ten course
professional designation program covering areas essential to the effective
operation ofemployee benefit plans. The CEBS designation is awarded to
persons who have completed a series of ten national examinations and who
attest to high standards of prokssional conduct.

Three hundred twenty-nine individuals already have earned this mark of
distinction and thousands more are on their way. SHOULDN'T YOU BE ONE
OFTHEM?

For more information contact:

CEBS Department

International Foundation

of Employee Benefit Plans
P.O. Box 69

Brookfield. WI 53005

(414) 786-6700

Please send me the CEBS Catalog
of Information.

Namr

Compan¥
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10% of paid claims.
Auditing procedures: Claims

are audited quarterly by in-house
staff.

Reports: Supplied monthly free
of charge within 15 days of the end
of the month; claims progression
tracked.

Computer: IBM 370, with input
document terminal located in cen-

tral location.

Locations: Stockton, Merced,
Calif.

Audits in 1981: Two conducted,
100% for self-insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, compliance with state regula-
tions.

Audit charges: Flat fee.

Underwriters Adjusting
CO.

80 Maiden Lane, New York, N.Y.
10038; 212-440-2364

Parent company: Continental
Corp.

Region served: Nationwide.

Rt 63110 41 TELEPHONE: (314)644·3200

ernber 11,1981
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Type of claims: 15% workers
compensation, 21% general liabil-
ity, 31% automobile, 15% property
damage, 5% professional liability,
2% bonds, 5% ocean marine, 6% in-
land marine.

Number of claims: 1,315,640
total claims adjusted and adminis-
tered; 200,000 for self-insurers,
130,000 by field adjuster and 70,000
by telephone adjuster.

Staff: 4,200 total staff, including
adjusting staff of 2,500, of which
1,000 are field adjusters, 1,250 are
telephone adjusters, and a claims
administration staff of 250.

Work load: Average of 900
workers compensation claims han-
dled monthly under one supervi-
sor, of which 80% are medical only
and 20% are indemnity.

Clients: 1,601 total adjusting and
administration clients, of which 700
are self-insurers.

Compensation: Percent of in-
curred claims, 10% average charge;
percent of paid claims, 10% average
charge; percent of payroll, varies;
percent of annual premium, 7% av-
erage charge; per claim (flat rate),
$38 to $250 range of charge; per
covered employee, varies; time and
expense, $26 to $43 per hour.

1981 gross revenues: $130 mil-
lion.

Auditing procedures: Claims
are audited monthly and annually
by in-house staff from home and
branch offices; by independent
hired by self-insurers.

Reports: Supplied monthly, at a
charge based on percent of service
fee or flat fee, within 15 days of the
end of the month; claims
progression tracked.

Computer: Neptune NS, with
input document terminal located in
home office.

Lawsuit management: 50 on
staff, located in home, regional and
large branch offices, attorneys and
professionals with many years of
claims experience.

Bank services: Offered through
a financial institution.

Locations: 300 offices nation-
wide.

Audits in 1981: 15 conducted,
80% for self-insurers.

Auditing staff: 15 full-time au-
ditors out of 4,200 total staff. Quali-
fications of most auditors, attorneys
or professionals with 15 or more
years of claims experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Time and ex-
pense, $48-$52 per hour; flat fee,
$200-$400 per day.

Waite Hill Services Inc.

4420 Sherwin, Willoughby, Ohio
44094; 216-946-9000

Parent company: Figgie Inter-
national Inc.

Region served: Nationwide.
Type of claims: 20% workers

compensation, 64% general liabil-
ity, 4% automobile, 6% property
damage, 10% professional liability.

Staff: 15 total staff, including ad-
justing staff of 10, of which 10 are
field adjusters, and a claims admin-
istration staff of 10.

Compensation: Percent of an-
nual premium, per claim, time and
expense.

1981 gross revenues: More than
$2 million.

Auditing procedures> Claims
are audited quarterly by in-house
staff.

Lawsuit management: Staff of
10 seasoned personnel.

Locations: Cleveland area;
Providence, R,I.; Atlanta; Rich-
mond, Va.; Los Angeles; Chicago.

Adjuster

Gay & Taylor Inc.
Box 1410, Winston-Salem, N.C.
27102; 919-743-9631

Parent company: Equifax Inc.
Region served: 25 states.
Type of claims: 7% workers

compensation, 5% general liability,
52% automobile, 30% property dam-
age, 1% professional liability, 1%
bonds, 1% ocean marine, 2% inland
marine, 1% aviation, Jones Act.

Number of claims: 106,000 total
claims adjusted in 1981, of which
8,400 were for self-insurance eli-
ents; 8,400 by field adjuster.

Staff: 470 total staff, including
350 adjusters, of which 310 are field
adjusters, 40 are telephone adjust-
ers and 25 are administrative su-

pervisors.
Work load: Average of 35 multi-

ple line claims handled monthly by
an adjuster; average of 150 workers
compensation claims handled
monthly by an adjuster, of which
80% are medical only and 20% are
indemnity.

Clients: 3,400 total, of which 362
are self-insurers.

1981 gross revenues: Not re-
ported.

Master Adjusting Co.
39580 Grand River, Box 742, Novi,
Mich. 48050; 313-477-0200

Region served: Michigan, Ohio.
Type of claims: 70% workers

compensation, 15% general liabil-
ity, 10% automobile, 5% profes-
sional liability.

Number of claims: 390 total

number of claims adjusted in 1981,
of which 105 were for self-insur-

ance clients; 390 by field adjuster.
Staff: three total staff, including

three adjusters, of which three are
field adjusters; one is also an ad-
ministrative supervisor.

Work load: Average of 23 multi-
ple line claims handled monthly by
an adjuster; average of 51 workers
compensation claims handled
montly by a supervisor, of which
100% are indemnity.

Clients: 15 total, of which six are
self-insurers.

Compensation: Flat rate of $20
per hour.

1981 gross revenues: $89,000.

Harold J. Smith Inc.
161 William St., New York, N.Y.
10038; 212-962-5100

Parent company: Frank B. Hall
& Co. Inc.

Region served: Nationwide.
Type of claims: 20% workers

compensation, 20% general liabil-
ity, 2% automobile, 40% property
damage, 5% professional liability,
1% bonds, 10% inland marine, 2%
miscellaneous.

Number of claims: 30,000 total
number of claims adjusted in 1981,
of which 6,000 were for self-insur-
ance clients; 27,000 by field adjuster
and 3,000 by telephone adjuster.

Staff: 170 total staff, including 70
adjusters.

Clients: More than 300 total, of
which 60 are self-insurers.

Compensation: Per case (flat
rate).

1981 gross revenues: Not re-
ported.

Webb Claim Se,vice
Box 729, Fort Pierce, Fla. 53454;
305-465-6060

Region served: Florida.
Type of claims: 5% workers

compensation, 25% general liabil-
ity, 5% automobile, 10% property
damage, 5% professional liability,
5% bonds, 5% ocean marine, 20% in-
land marine.

Number of claims: 600 total

number of claims adjusted in 1981,
of which 30 were for self-insurance

clients; 600 by field adjuster.
Staff: Two total staff, including

two adjusters, of which two are



field adjusters; one is also an ad-
ministrative supervisor.

Work load: Average of 300 mul-
tiple line claims handled monthly
by an adjuster; average of four
workers compensation claims han-
dled montly by a supervisor, of
which 10% are medical only and
90% are indemnity.

Clients: 15 total, of which three
are self-insurers.

Compensation: Flat rate of ap-
proximately $20 per hour.

Adjuster/
administrator

Brown Brothers Adjusters
545 Sansome St., San Francisco,
Calif, 94111 ; 415-392-2825

Region served: California, Ore-
gon, Washington, Utah, Nevada,
Arizona, Hawaii.

Type of claims: 20% workers
compensation, 20% general liabil-
ity, 30% automobile, 25% property
damage, 5% professional liability.

Number of claims: 50,000 total

claims adjusted and.administered;
15,000 for self-insurers.

Staff: 250 total staff, including
120 adjusters, of which 110 are field
adjusters, 10 are telephone adjust-
ers, and a claims administration
staff of 125.

Work load: Average of 30 multi-
ple line claims handled monthly by
an adjuster; average of 180 workers
compensation claims handled
monthly under one supervisor, of
which 70% are medical only and
30% are indemnity. Average of 60
claims handled monthly by each
administrator.

Clients: More than 100 total ad-

justing and administration clients,
of which 15 are self-insurers.

Compensation: Percent of an-
nual premium, 4% to 5%; percent of
annual payroll; time and expense,
$25 for a senior/field adjuster, $35
for a general adjuster, $25 for inside
adjuster.

1981 gross revenues: $7.6 mil-
lion.

Auditing procedures: Claims
are audited quarterly by in-house
staff.

Reports: Supplied monthly free

of charge within 10 to 15 days of
the end of the month.

Computer: IBM System 34 with
input document terminal located in
the home office.

Locations: 44 offices in seven
Western states.

Crawford & Co.

5620 Glenridge Drive, Box 5047,
Atlanta, Ga. 30302; 404-256-0830

Region served: Nationwide, also
Canada.

Type·of claims: 25% workers
compensation, 20% general liabil-
ity, 20% automobile, 25% property
damage, 3% professional liability,
3% bonds, 3% inland marine, 1%
miscellaneous.

Number of claims: Approxi-
mately 1.1 million total claims ad-
justed and 250,000 administered.

Staff: 3,400 total staff, including
2,400 adjusters and approximately
850 claims administrators.

Clients: Approximately 260 total
adjusting and administration cli-
ents, of which approximately 50 are
self-insurers.

Compensation: Percent of in-
curred claims, with all pricing
based on individual program.

1981 gross revenues:
$135,573,235.

Auditing procedures: Claims
are audited monthly by in-house
staff, independent firms hired by
self-insured clients and others.

Reports: Supplied monthly, at a
charge within 18 days of the end of
the month; claims progression
tracked.

Computer: SISDAT system that
combines IBM 4341, Entrex disk
system, SYCOR minicomputers,

Burroughs B1885 and Honeywell
printer; input document terminals
located in home office and field of-
fices. Self-insurers are offered

CRTs for local inputting; minimal
number use this capability and per-
form own data processing.

Lawsuit management: Staffs
located in nine service centers.

Bank services: Offered through
variety of institutions.

Locations: 750 locations

throughout U.S, Canada and
Puerto Rico.

Leonard J. Russo Claim
Service Inc.

5801 Christie Ave., Suite 300,
Emeryville, Calif. 94608;
415-547-3110

Region served: California.
Type of claims: 23% workers

compensation, 25% general liabil-
ity, 20% automobile, 15% property
damage, 5% professional liability,
2% ocean marine, 10% inland ma-

rine.

Number of claims: 4,750 total
claims adjusted, 22,000 adminis-
tered; 2,100 adjusted for self-insur-
ers, 22,000 administered for self-in-
surers, 1,100 by field adjuster and
1,000 by telephone adjuster.

Staff: 182 total staff, including
136 adjusters and 31 claims admin-
istrators.

Work load: Average of 65 multi-
ple line claims handled monthly by
an adjuster; average of 200 workers
compensation claims handled
monthly under one supervisor, of
which 66% are medical only and
34% are indemnity.

Clients: 167 total adjusting eli-
ents, of which 27 are self-insurers;
27 total administration clients.

Compensation: Percent of in-
curred claims, 8% average charge;
range of per-claim charges, $95 to
$197; time and expense, $25 to $30
per hour; exclusive contract re-
quired.

1981 gross revenues: $6.1 mil-

lion.

Auditing procedures: Claims
are audited monthly and quarterly
by in-house staff and independent
firms hired by self-insurers.

Reports: Supplied monthly free
of charge within 20 days of the end
of the month; claims progression
tracked.

Computer: On4ine, time shar-
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ing, with input document terminal
located in regional offices. Self-in-
surers are offered CRTs for local

inputting; four use this capability;
three perform own data processing.

Lawsuit management: Staff of
12 located in regional offices.

Bank services: Offered through
Wells Fargo Bank.

Continued on next page

Group Life/Group Disability

Stop Loss For Self-Funded Plans

Contact: Mike Dow, CLU/CEBS Group Sales
Director

Security Life of Denver
Security Life Building
Denver, Colo. 80202

(800) 525-9852

SELF INSURANCE

(303) 534-1861

Which route should you take?
Insurance? Self Insurance? Captive Company?

The wrong choice may be a costly and pain;ul depar-
ture from your goal of effective, economical protection
against financial loss or disaster.

Ebasco Risk Management Consultants hasfully
explored all the avenues. We serve clients throughout
this country and abroad. Our experts will analyze your
operations, survey risk exposures, and evaluate loss
potentials. We know the up-to-the minute underwriting
and pricing practices of the commercial insurance and
reinsurance markets here and overseas. We advise,

organize, and administer practical self-funding mech-
anisms for diverse clients of many different sizes. We
determine the feasibility of captive company insurance,
and plan, establish and manage captives on and off
shore.

No organization is equally staffed or better qualified to
help you find·your way in maximizing protection and
minimizing less.

E BACO
EBASCO RISK MANAGEMENT CONSULTANTS, INC.

A Subs,diar'y of EBASCO SERVICES INCORPORATED

New York: Two World Trade Center, New York, NY 10048. Tel. (212) 839-1334.
Chicago: 150 North Wacker Drive, Chicago, IL 60606. Tel. (312) 346-3438.
Newport Beach: Gateway Plaza, 130 Newport Center Drive, Newport Beach,
CA 92660. Tel. (714) 759-7100. Bermuda: Airlie House, RO. Box 1617,
Hamilton 5-24, Bermuda. Tel. (809) 292-0124.

-------

Ebasco Risk Management Consultants, Inc.
Two Wodd Trade Center, New York, N.Y. 10048
(212) 839-1333

Gentlemen: Please send me more information
on selecting the.right route.

NAME
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Locations: Daly City, San Ra-
fael, San Jose, Sacramento, Red-

ding, Los Angeles, Orange County,
Riverside, Calif.; Portland, Ore.;
Honolulu, Hawaii.

Adjuster/auditor

Liston Services

117 E. Palatine Road, Suite 107,
Palatine, 111. 60067; 312-934-6700

Region served: Nationwide.
Type of claims: 20% workers

compensation, 30% general liabil-
ity, 20% automobile, 30% profes-
sional liability.

Number of claims: Approxi-
mately 750 total claims adjusted.

Staff: Eight total staff, all inves-
tigate and adjust claims; two ad-
minister claims; telephone adjust-
ers hired on temporary basis as
needed.

Work load: Varies.

Clients: 10 total adjusting clients,
of which eight are self-insurers.

Compensation: Time and ex-
pense rate of $30 per hour.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff.

Reports: Not supplied.
Lawsuit management: One

part-time staff member located in
home office, with 20 years in claims
supervision.

Audits in 1981: 12 conducted,
100% for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include 20

years of claims management expe-
rience and field experience on in-
vestigations and with insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of

payments, accuracy of loss reports,
case load of examiners, defense ef-

fectiveness, first-party hand. ing
and coordination with claim aer-

vice.

Audit charges: Time and ex-
pense, $40 per hour.

Administrator/

auditor

ADMINCO

2815 Mitchell Drive, Box 9120,
Walnut Creek, Calif. 94598;
415-932-8006

Parent company: Frank B. Hall
& Co. Inc.

Region served: Western states.
Type of claims: 70% workers

compensation, 10% general liab.lity
and automobile, 20% miscellaneous

(loss control and data processing).
Number of claims: 20,000 total

SELF-INSURER

BONDS
If you're a broker with self-insurer bond problems,

MacCready G Gutmann Insurance Services is the answer.
We're leading developers of creative excess workers'

compensation programs. And can now provide you
with your bond as weil. From one source. Simple
and easy. At competitive rates. With no collateral
requirements.

For an application or more information, contact us
today. John Dalton, Paul Feldsher, Bruce MacCready.

MacCready&Gutmann
Insurance Services,Inc.
185 Post Street • San Francisco, CA 94108

(415) 788-0281

claims administered; 16,000 for
self-insurers.

Staff: 70 total staff, including ad-
ministering staff of 57.

Work load: Average of 250 to
300 open indemnity claims handled
monthly by each administrator.

Clients: 40 total administration
clients, of which 36 are self-insur-
ers.

Compensation: Percent of in-
curred claims, with all fees nego-
tiated.

1981 gross revenues: $2.4 mil-
lion.

Auditing procedures: Claims
are audked monthly, quarterly, an-
nually and continuously by in-
house staff and state.

Reports: Supplied monthly or on
demand at a charge within 15 days
of the end of the month; claims
progression tracked.

Lawsuit management: Two on
staff located in California.

Bank services: Offered.

Locations: Los Angeles; Phoe-
nix, Ariz.; Portland, Ore.

Audits in 1981: Three con-
ducted, none for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include 10
years claims experience, state certi-
fied administrator.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
paymen:s.

Audit charges: Flat fee; time
and expense, $50 per hour.

All Risk Management
Services Inc.

160 Water St., New York, N.Y.
10038; 212-483-0001

Parent company: Ashford
Holding Corp.

Region served: Nationwide.
Type of claims: 50% workers

compensation, 25% general liabil-
ity, 20% automobile, 5% property
damage.

Number of claims: 20,000 total
claims administered; 5,000 for self-
insurers.

Staff: 90 total staff, including ad-
ministration staff of 60.

Clients: 21 total administration

clients, of which 20 are self-insur-
ers.

Compensation: Per claim (flat
rate); time and expense, $25 per
hour.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff and insurer representatives.

Reports: Supplied monthly at a
charge that varies within 10 to 15
days of the end of the month;
claims progression tracked.

Computer: RJE, IBM Series 1,
with input document terminal 10-
cated in home office.

Lawsuit management: Three
senior staff members located in

New York.

Bank services: Offered through
a financial institution.

Locations: Philadelphia; At-
lanta; Miami, Fla.; New Orleans; St.

Louis; Chicago; Los Angeles.
Auditing staff: Three full-time

auditors. Qualifications include se-
nior experience level, each with
more than 25 years experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Flat fee, varies
according to client.

ESIS Inc.

1600 Arch St., Phildelphia, Pa.
19101; 215-241-2100

Parent company: INA Corp.
Region served: Nationwide.
Type of claims: 45% workers

compensation, 20% general liabil-
ity, 10% automobile, 5% property
damage, 15% professional liability,
2.5% ocean marine, 2.5% inland ma-
rine.

Number of claims: More than

100,000 total claims administered;
more than 100,000 for self-insurers.

Staff: More than 4,000 total staff,
including more than 3,500 on
claims administration staff.

Clients: 1,500 total administra-

tion clients, of which 1,500 are self-
insurers.

1981 gross revenues: More than
$50 million.

Auditing procedures: Claims
are audited monthly, quarterly, an-
nually and spot checked by in-
house staff and independent firms
hired by self-insurers.

Reports: Supplied as requested
at a charge within 15 days of the
end of the month; claims
progression tracked.

Computer: Four IBM 370 Series
computers, with input document
terminal located in home office and

claims offices nationwide. Twenty-
five percent of the clients perform
own data processing.

Lawsuit management: 104 on
staff, located in regional offices and
home office, with at least five years
of claims experience and a law de-
gree.

Locations: Boston; New York;
Atlanta; Detroit; Chicago; Dallas;
Los Angeles; San Francisco; Seat-
tle; seven regional offices around
the world.

REINSURANCE
PROPERTY
Excess of Loss & Pro Rata

Treaty and Facultative

CASUALTY
Excess of Loss

Treaty and Facultative

---

Dominion Insurance Company of America
'U_'

9

-#do 5 -t>'51*1*«; Wri»·t/.) c)«·4<" r##A-*A.

A strength in the United States market

127 John Street, New York, N.Y. 10038

Telephone: (212) 635-2700 TWX: 710-581-3981



Audits in 1981: 250 conducted,
100% for self-insurers.

Auditing staff: 50 full-time au-
ditors. Qualifications include an av-
erage of more than 15 years of
claims auditing experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, administrative office proce-
dures.

Fitzpatrick
Self·Insurance
Administrators Inc.

222 N. Mountain A¥e., Upland, Calif.
91786; 714-946-3833

Region served: Illinois, Iowa,
Utah, California.

Type of claims: 100% workers
compensation.

Number of claims: 5,000 total
new claims administered; 5,000 for
self-insurers.

Staff: 16 total staff, including
five claims administrators.

Work load: Average of 250
claims handled monthly by each
administrator.

Clients: 30 total administration
clients, of which 30 are self-insur-
ers.

Compensation: Percent of pay-
roll, per claim (flat fee); exclusive
contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by indepen-
dent firms hired by self-insurers.

Reports: Supplied monthly free
of charge within six weeks of the
end of the month; claims
progression tracked.

Computer: IBM, with input doc-
ument terminal located in home of-
fice.

Lawsuit management: Staff of
two state certified administrators
located in home office.

Locations: San Francisco.
Audits conducted in 1981: Two

conducted, 100% for self-insurers.
Auditing staff: One full-time

auditor. Qualifications include 10
years workers compensation expe-
rience, five years in accounting,
five years in computer program-
ming.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, litigation reduction programs,
timely payments, rules and regula-
tins of the state self-insurance of-
fice.

Audit charges: Time and ex-
pense on.hourly basis.

National Loss Control
Service Corp.
(NATLSCO)
Long Grove, 111. 60049;
312-540-2400

Parent company: Kemper Corp.
Region served: Nationwide.
Type of claims: 69% workers

compensation, 15% general liabil-
ity, 11% automobile, 5% property
damage.

Number of claims: 86,540 total
claims administered; 25% for self-
insurers.

Staff: 3,100 total staff. Clients:
155 total administration clients.

Compensation: Percent of in-
curred claims; percent of payroll;
per claim (flat rate); time and ex-
pense, $55 per hour.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly by in-house
staff and corporate examiner.

Reports: Supplied monthly or
quarterly at a charge included in

claim fee within two to four weeks
of the end of the month; claims
progression tracked.

Computer: Loss run system,
CARES, with input document
terminal located in home office.
Four clients perform own data pro-
cessing:

Lawsuit management: Six on.
staff, located in home office; senior
personnel with more than 20 years
of experience.

Locations: Akron, Ohio; Fair-
fax, Va.; 115 Kemper Group branch
offices.

Audits in 1981: Nine conducted.
100% for self-insurers.

Auditing staff: Three full-time
auditors.

Audit examines: Claims pro-
cessing, claims documentation and
verification, accuracy of reserves,
accuracy' of payments, personnel
qualifications, defense effective»
ness.

Audit charges: Time and ex-
Continued on nert page
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EXCESS REINSURANCE PROGRAMS

• WORKERS' COMPENSATION

• GROUP EMPLOYEE BENEFITS

• UNEMPLOYMENT COMPENSATION

AGGREGATE
EXCESS

Alexander & Alexander *

ENSUR[167
TO

INDUSTRY'

SAFETY MUTUAL CASUALTY CORP.

SPECIFIC
EXCESS

1034 S. Brentwood Blvd., St. Louis, Mo. 63117
Phone: (314) 862-4500

Arthur J Gallagher
& CO

Comoon & Bick

Fred S James

Johnson & Higgins

Marsh & McLennan



52 / business insurance, January 25, 1982

potlight_T*enortlILI

Continued from previous page
pense, $55 per hour.

Risk Management
Associates Inc.

Box 441110, Aurora, Colo. 80014;
303-696-1211

Region served: Nationwide.
Type of claims: 15% workers

compensation, 10% general liabil-
ity, 15% automobile, 10% property
damage, 40% professional liability,
5% bonds, 1% ocean marine, 4% in-
land marine.

Number of claims: 650 total

claims administered; 650 for self-
insurers.

Staff: two total staff, of which
one administers claims.

Work load: Average of 120
claims handled monthly by each
administrator.

Clients: Two total adjusting and
administration clients, of which
two are self-insurers.

Compensation: $50 per hour,
with minimum and maximum con-

tingent on claim type, flat fee
quoted for specific functions.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly and annually,
by in-house staff and EBASCO.

Reports: Supplied monthly at a
per-claim charge within three days
of the end of the month; claims
progression tracked.

Computer: Outside source, with
input document terminal at central
location. Self-insurers are offered

CRTs for local inputting; one uses
this capability; one performs own
data processing.

Lawsuit management: Staff of
one located in home office with in-

surance industry experience as a
lawsuit supervisor.

Bank services: Offered.

Audits in 1981: One conducted,
100% for self-insurers.

Auditing staff: One full-time
auditor. Qualifications include 13

years of experience in insurance
industry and with self-insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications. case load
of examiners, defense effective-

T)1 1],IOEIEWII]
For Efficient Claims Processing  and Administration

This low cost computer program is designed for you.

The Program
Designed by a third party administrator for third party administrators. A
low cost system to minimize -hird party administrator problems.

The Program
A fast, accurate computerized claims service designed to:

• Generate monthly billing statements

• Automatically calculate and issue
accurate claim statements

• Generate monthly fund accounting
reports

• Produce claims analysis and claim
lag studids

• Produce monthly check reconci iation

• Calculate stop-loss and specific
premium payments

• Generate stop-loss reports
• Print 1099 Forms

• And much more

For information, write:

SA Computer Management Systems
P.O. Box 6123

Salt Lake City. Utah 84106

Or telephone: 801/272-8811

Attention! Consultants • Administrators • Agents • Brokers
Our eleventh year of experience in

STOP LOS PROTECTION FOR SELF
INSURED HEALTH

(ARE PLANS

MIg4ellte Lita
( The Lafayette Life Insurance Co.A Mutual Company

NBme

Aggregate and specific
excess coverage for

qualified groups with as
few as 150 employees.

Write or call for

your copy of our brochure.

Tommy Anderson, CLU
Group Vice President

The Lafayette Life Insurance Co.
P.O. Box 7C07-C

Lafayette, IN 47903

Dear Tommy: Please mail me complete details about
Stop Loss Protection.

Company

Aft,troqq

Cig

Stite 7ir

Title

Phone

ness, including investigation of su-
pervision and disposition of claims,
including integrity of total opera-
tion.

Audit charges: Time and ex-
pense or flat fee; $50 per hour, $500
per day

Self Insurance
Administrators

3580 Fifth Ave., San Diego, Calif.
92103; 714-297-5061

Parent company: Corroon &
Black Corp.

Region served: California and
New Mexico.

Type of claims: 50% workers
compensation, 35% general liabil-
ity, 10% automobile, 5% property
damage.

Number of claims: 4,350 total
claims administered; 4,350 for self-
insurers.

Staff: 18 total staff, claims ad-
ministration staff of 15.

Work load: Average of 170
claims handled monthly by each
administrator.

Clients: 61 total self-insured eli-
ents.

Compensation: Percent of pay-
roll on workers compensation, time
and expense or flat rate on liability.

1981 gross revenues: $700,000.
Auditing procedures: Claims

are audited annually by in-house
staff and various outside auditors.

Reports: Supplied monthly or
quarterly free of charge within six
weeks of the end of the month;
claims progression tracked.

Lawsuit management: Three
on staff, located in San Diego and
Albuquerque, with more than 10
years claims, legal management
and workers compensation experi-
ence

Locations: Albuquerque, N.M.
Audits in 1981: Two conducted,

100% for self-insurers.

Auditing staff: Two full-time
auditors. Qualifications include
more than 35 years combined expe-
rience in workers compensation
and liability.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, systems and legal manage-
ment.

Voluntary Plan
Administrators Inc.

18321 Ventura Blvd., Suite 815,
Tarzana, Calif. 91356;
213-705-3463

Region served: Nationwide.
Type of claims: Disability insur-

ance.

Staff: 15 total staff, including ad-
ministration staff of 12.

Clients: 62 total administration

clients, of which 62 are self-insur-
ers.

Compensation: Percent of an-
nual premium, per covered em-
ployee.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited by in-house staff and
independent hired by self-insured
clients.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Bank services: Offered.
Locations: Newport Beach,

Calif.

Audits in 1981: Six conducted,
100% for self-insurers.

Auditing staff: Three full-time
auditors.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, turnaround time on new and
continuous payments, staff turn-
over.

Firms that service

property/casualty
and benefit claims

Computer: Ampex, with inputAdministrator
document terminal located in home
office.

Bank services: Offered through
various financial institutions.

John T. Cantlon &
Associates

920 Michigan Ave., Columbus, Ohio
43216; 614-221-4147

Region served: Midwest s.ates
Type of claims: 80% workers

compensation, 5% health insurance,
15% unemployement compensa-
tion.

Number of claims: 12,673 total
claims administered; 5,222 for self-
insurers.

Staff: 64 total staff, including ad-
ministering staff of 16.

Clients: 440 total administration

clients, of which 32 are self-insur-
ers.

Compensation: Percent of an-
nual premium, 4% average charge;
exclusive contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by state In-
dustrial Commission.

Reports: Supplied monthly free
of charge within five to seven days
of the end of the month; claims
progression tracked.

Compensation
Consultants Inc.

1601 Bethel Road, Columbus, Ohio
43220; 614-459-3933

Region served: Nationwide.
Type of claims: 90% workers

compensation, 10% health insur-
ance.

Number of claims: 11,000 total
claims administered in 1981; 5,400
for self-insurers.

Staff: 32 total staff; 18 administer
claims.

Clients: 650 total clients, of
which 40 are self-insured.

Compensation: Per claim, flat
rate of $40 to $125; per covered em-
ployee, $2.50 to $4.50 per employee.

1981 gross revenues: More than
$1 million.

Auditing procedures: Claims
are audited monthly, quarterly and
annually by in-house staff.

Reports: Supplied monthly at a
charge within 10 days of the end of
the month; claims progression



tracked.

Computer: Burroughs 1800, with
input document terminal located in
home office. Self-insurers are of-

fered CRTs for local inputting;
none use this capability; two per-
form own data processing.

Bank services: Offered.

Co,porate Systems
Administration Inc.

Box 1036, Johnson City, Tenn.
37601; 615-282-3420

Parent company: Jones & Hill
Insurance.

Region served: Nationwide.
Type of claims: 20% workers

compensation, 80% health insur-
ance.

Number of claims: More than
500,000 total claims administered in
1981; more than 100,000 for self-in-
surers.

Staff: 27 total staff; 20 administer
claims.

Work load: Average of 900
claims handled monthly by each
administrator.

Clients: 154 total clients, of
which 14 are self-insured.

Compensation: Percent of paid
claims, from 3% to 6%; percent of
annual premium, from 3% to 5%;
per covered employee, $2 to $4 per
employee; all compensation nego-
tiable.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff and accounting firm.

Reports: Supplied monthly at a
charge on a case-by-case basis
within nine days of the end of the
month; claims progression tracked.

Lawsuit management: Outside
law firm.

Locations: Savannah, Atlanta,
Ga.

Self Insurance Programs
Inc.

2029 Century Park E., Suite 740,
Los Angeles, Calif. 90067;
213-553-4611

Parent company: Frank B. Hall
& Co. Inc.

Region served: Nationwide.
Type of claims: 36% workers

compensation, 64% health insur-
ance.

Number of claims: 15,000 total
claims administered in 1981 for
self-insurers.

Staff: 42 total staff; 30 administer
claims.

Work load: Average of 228
claims-handled monthly by each
examiner.

Clients: 48 total clients, all are
self-insured.

Compensation: Percent of pay-
roll, per claim.

1981 gross revenues: $2.55 mil-
lion.

Auditing procedures: Claims
are audited every three years by
in-house staff, independent firms
hired by self-insured clients and
the state of California.

Reports: Supplied monthly and
quarterly at no charge within six
weeks of the end of the month;
claims progression tracked. Special
reports are available at a charge
that varies by type of report.

Lawsuit management: Staff su-
pervisors, located in-house, who
are part of a lawsuit prevention
program that involves all staff, sys-
tems, procedures and program de-
signs.

Locations: Santa Clara, Calif.

Western States
Administrators

5118 Clinton Way, Box 8082,
Fresno, Calif. 93747; 209-251-4861

Region served: Central Califor-
nia.

Type of claims: 5% workers
compensation, 80% health insur-
ance, 15% pension administration.

Number of claims: 250,000 total
claims administered in 1981;

150,000 for self-insurers.
Staff: 100 total staff; 35 adminis-

ter claims.

Work load: Average of 750
claims handled monthly by each
administrator.

Clients: 2,250 total clients, of
which 150 are self-insured.

Compensation: $5 to $7.50 per
covered employee.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by insurance
companies.

Reports: Supplied monthly as
part of administration fee within 15
days of the end of the month;
claims progression tracked.

Computer: IBM 4331, with input
document terminal located in home
office.

Adjuster/
administrator/
auditor

Allied Claim Services Inc.
11 th Floor, 237 Main St., Buffalo,
N.Y. 14023

Region served: New York state.
Type of claims: 58% workers

compensation, 17% property dam-
age, 25% general liability, automo-
bile, professional liability.

Number of claims: 2,490 total
claims adjusted and administered;
2,490 for self-insurers, 2,490 by
field adjuster; 1,378 claims adminis-
tered, 1,106 for self-insurers.

Staff: 23 total staff, including ad-
justing staff of 15 with 12 adjusters,
of which 12 are field adjusters, and
a claims administration staff of

seven.

Work load: Average of 19 multi-
ple line claims handled monthly by
an adjuster; average of 45 workers
compensation claims handled
monthly under one supervisor, of
which 50% are medical only and
50% are indemnity. Average of 18
claims handled monthly by each
administrator.

Clients: 79 total adjusting and
administration clients, of which 21
are self-insurers.

Compensation: Contract, time
and expense; exclusive contract re-
quired.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff.

Reports: Supplied monthly at a
charge within five working days of
the end of the month; claims
progression tracked.

Computer: Univac 90/30.
Locations: Dunkirk, N.Y.
Audits in 1981: Seven con-

ducted, 100% for self-insurers.
Auditing staff: Three full-time

auditors. Qualifications include at
least five years of experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
defense effectiveness.

Audit charges: Time and ex-
pense.

Babcock Insurance Corp.
1161 N. El Dorado Place, Suite 100,
Tucson, Ariz. 85715; 602-886-8401

Parent company: Apex Data
Group.

Region served: Nationwide.
Type of claims: 25% workers

compensation, 5% general liability,
5% automobile, 5% property dam-
age, 60% health insurance.

Number of claims: 45,000 total
claims adjusted and administered;
30,000 for self-insurers, 30,000 by
telephone adjuster.

Staff: 75 total staff, including 10
adjusters, of which two are tele-

Continued on next page
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Business Insurance:
Please Elenter or E]renew my subscription
at $40 for a full year, 52 weekly issues.
(Canada add $14 for surface delivery, $50 for air delivery
Europe & Middle East add $35 for air delivery. All other foreign
add $14 for surface postage.)

0 Payment enclosed. 0 Bill me. 0 Bill company.

name

title

company

nature d business

(please print)

. ] business Or 1 home address

city state/country zip/postal code

] Please send information on your special 25%-off group rate
for five Or more subscriptions.

] I prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.

Mail to: Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611

Big gains come
in small losses.

No one ever said managing risk was a high visibility job.
About the only way foryou as risk managerto make people

sit up and take notice is to show them that what you do has a very
positive effect onthe bottomline. Basically,that means minimizing
losses through effective risk management.

That's where we can help.
St. Paul Risk Services provides professional risk manage-

ment programs for organizations considering self.insurance or
already actively involved in a self-insurance program. Well trained
consultants offer a full range of management services, including
cash flow programs and captive insurance planning, claim admin-
istration and auditing, loss prevention and control, and financial
feasibility and actuarial studies.

We're a subsidiary corporation of St. Paul Fire and Marine
Insurance Company, an affiliation that gives us more than 125
years of insurance information and experience to draw from. For
more information about how we can help you make "big gains
come in small losses," give us a call.

ASimill®

RiskPIan
St.Paul Risk Services,Inc.

230 Hamm Bldg., 408 St. Peter St.. St. Paul, MN 55102, (612) 221-7203, Telex: 297082
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phone adjusters, and a claims ad-
ministration staff of 10.

Work load: Average of 250 mul-
tiple line claims handled monthly
by an adjuster; average of 1,000
workers compensation claims han-
dled monthly under one supervi-
sor, of which 80% are medical only
and 20% are indemnity. Average of
250 claims handled monthly by
each administrator.

Clients: 240 total adjusting and
administration clients, of which 35
are self-insurers.

Compensation: Percent of in-
curred claims, 7%; percent of paid
claims, 7%; percent of payroll, 4%;
percent of annual premium, 5%; per
claim, 5% to 6%; per covered em-
ployee, $3.50.

1981 gross revenues: $2.8 mil-

lion, or 7.5% of paid claims.
Auditing procedures: Claims

are audited monthly by in-house
staff and independent firms hired
by self-insured clients.

Reports: Supplied monthly free
of charge within five days of the
end of the month; claims
progression tracked.

Computer: Prime 750 with input
document terminal located in home

office. Self-insurers are offered

CRTs for local inputing; 10 use this
capability; five perform own data
processing.

Bank services: Valley National
Bank and United Bank.

Locations: Phoenix, Ariz.; Den-
ver; San Diego.

Audits in 1981: Five conducted,
100% for self-insurers.

Auditing staff: 10 full-time au-

ditors. Qualifications include three

to five years of auditing experience
with prior experience in claims ad-
justing and payment.

Audit examines: Claims report-
ing, claims processing: claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Hourly charges
of $20 to $40 per hour.

Employee Benefits
Industrial Service Co.

234 Gish Road, San Jose, Calif.
95112; 408-998-4990

Parent company: Employee

Leader
Administrators,Inc.
Self-funded

Employee Benefit
Administrators

Medical · Dental · Disability
Offered Through
Benefit & Financial Consultants

994 Old Eagle School Road
Suite 1016

Wayne. PA 19087
(Suburban Philadelphia)
(215) 687-5924
Telex: 846199

Suite 704

3407 West Sixth Street
Los Angeles. CA 90010
(213) 387-1014

/r
NEW p-STOP LOSS FACILITY

through

IRWIN, COX
STOP LOSS INSURANCE SERVICES, INC.

for

Prompt & Competitive Proposals
Efficient & Professional policy Service
Timely Acknowledgement & Payment of
Excess Claims

BOB IRWIN

contact:

RAY COX

at

LYNN RUDDELL

P.O. BOX 36068

INDIANAPOLIS, INDIANA 46236
(317) 823-6817 Telex-276252

Stop Loss underwritten by Lloyd's
Group Life, AD&0 and W.I. also available

to complete your benefit package!

Benefits Insurance Co.

Region served: California, Ore-
gon, Washington.

Type of claims: 95% workers
compensation, 5% miscellaneous.

Number of claims: 1,200 total
claims adjusted and administered
for self-insurers.

Staff: 23 total staff, including ad-
justing staff of 13 adjusters, of
which four are field adjusters, nine
are telephone adjusters, and 12 per-
sons administering claims.

Work load: Average of 750
workers compensation claims han-
dled monthly under one supervi-
sor, of which 70% are medical only
and 30% are indemnity. Average of
250 claims handled monthly by
each administrator.

Clients: 12 total adjusting and
administration clients, of which 12
are self-insurers.

Compensation: Adjusting and
administration combined in one

charge; per claim, per covered em-
ployee; exclusive contract required.

1981 gross revenues: $600,000.
Auditing procedures: Claims

are audited quarterly, by in-house
staff and clients.

Reports: Supplied monthly at no
charge within 17 days of the end of
the month; claims progression
tracked.

Computer: Hewlett Packard sys-
tem with input document terminal
located in central location.

Lawsuit management: Staff of
one attorney, located in home of-
fice.

Bank services: Offered.
Locations: Local field offices

throughout California.

Gallagher Bassett
Insurance Service

60 Gould Center, Rolling Meadows,
111.60008; 312-640-8555

Parent company: Arthur J.
Gallagher & Co.

Region served: Nationwide.
Type of claims: 40% workers

compensation, 24% general liabil-
ity, 10% automobile, 15% property
damage, 1% professional liability,
10% health insurance.

Number of claims: More than
300,000 claims administered.

Staff: 434 staff members admin-
ister claims.

Clients: 312 self-insured clients.
Compensation: Adjusting and

administration combined in one

annual fee; percent of payroll; $3 to
$35 per covered employee.

1981 gross revenues: $42.5 mil-
lion.

Auditing procedures: Claims
are audited annually by in-house
staff and independents hired by
self-insured clients.

Reports: Supplied monthly at a
charge within 25 days of the end of
the month; claims progression
tracked.

Lawsuit management: Staff 10-
cated in home office; two staff
members are attorneys.

Locations: 67 offices around the
nation.

Audits in 1981: Two conducted,
100% for self-insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, active medical management,
subrogation, reporting to excess in-
surers, litigation management.

Audit charges: Time and ex-
pense.

Hartford Specialty Co.
Hartford Plaza, Hartford. Conn.
06115 203-547-5000

Parent company: Hartford In-
surance Group.

Region served: Nationwide.
Type of claims: 55% workers

compensation, 13% general liabil-
ity, 10% automobile, 5% property
damage, 15.5% professional liabil-

ity, 0.5% inland marine, 0.4% health
damage, 15.5% professional liabil-
ity, 0.5% inland marine, 0.4% health
insurance, 0.6% property, ex-
cess/surplus.

Number of claims: 1.4 million 
total claims adjusted and adminis-
tered; 10.1% for self-insurers. 1

Staff: 4,500 total staff, including '
adjusting staff of 2,700.

Clients: 10% of clients are self-
insurers.

Compensation: By percent of
incurred claims, percent of paid
claims, percent of annual premium,
per claim (flat rate). Varies accord-
ing to account.

1981 gross revenues: $36.4 mil-
lion.

Auditing procedures: Claims
are audited continuously by- in-
house staff.

Reports: Supplied monthly;
claims progression tracked.

Computer: IBM system with
input document terminal located in
each office. Self-insurers are of-

fered CRTs for local inputting; a
few use this capability.

Lawsuit management: Staff of
attorneys, paralegals and other pro-
fessionals.

Bank services: Varies according
to account.

Locations: 245 offices around
the nation.

Audits in 1981: Several con- 
ducted, 50% for self-insurers.

Auditing staff: 16 full-time au- 1
ditors. Qualifications include an av-
erage of 22 years of experience. 1

Audit examines: Claims report- ,
ing, claims processing, claims in- ,
vestigation, claims adjusting, claims
documentation and verification, ac- i
curacy of reserves, accuracy of 
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, cost effectiveness, loss devel-
opments.

Audit charges: Time and ex-
pense, flat fee.

Fred S. James & Co. Inc.

230 W. Monroe St., Chicago, 111.
60606; 312-726-4080

Region served: Nationwide.
Type of claims: 40% workers

compensation, 8% general liability,
1% automobile, 1% property dam-
age, 1% professional liability, 49%
health insurance.

Number of claims: More than

100,000 total claims adjusted and
administered.

Staff: 325 claims adjusters and
administrators.

Compensation: Adjusting and
administration combined in one

charge, typically related to a per-
claim fee, but varies with account.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly.

Reports: Supplied as often as
necessary.

Computer: Variety of central
site computers. Self-insurers are of-
fered CRTs for local inputting;
none use this capability.

Lawsuit management: Staff of
37 attorneys and experienced
claims professionals.

Locations: 37 service offices for

property/casualty claims and 20
service offices for benefit claims.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Range of fees
charged.

Laverack & Haines Inc.

135 Delaware Ave., Buffalo, N.Y.
14202; 716-852-3065

Parent company: R.L. Kautz
Inc.

Region served: New York state.
Type of claims: 95% workers
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compensation, 5% health insurance.
Number of claims: 10,500 total

claims adjusted and administered;
10,500 for. self-insurers.

Staff: 42 total staff with a claims
administration staff of 21.

Clients: 175 total adjusting and
administration clients, of which 50
are self-insurers.

Compensation: Percent of pay-
roll, percent of annual premium,
per claim, time andexpense.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited depending on client's
desires by in-house staff.

Reports: Supplied monthly free
of charge within 15 days of the end
of the month.

Locations: Syracuse, New York,
Albany, N.Y.

Audits in 1981: Six conducted,
100% for self.insurers.

Audit charges: Flat fee, hourly
charges.

M.M. Administrators

Corp.
Box 474, Pelham, Ala. 35124;
205-663-4400

Parent company: Marketing
Management Inc.

Region served: Nationwide.
Type of claims: 10% workers

compensation, 3% general liability,
5% automobile, 10% property dam-
age, 72% health insurance.

Number of claims: 10,800 total
claims adjusted and administered;
10,500 for self-insurers, 300 by field
adjuster and 10,500 by telephone
adjuster.

Staff: 13 total staff, including
four adjusters, of which one is a
field adjuster, three of which are
telephone adjusters, and a claims
administration staff of five.

Work load: Average of 50 multi-
ple line claims handled monthly by
an adjuster; average of 20 workers
compensation claims handled
monthly under one supervisor, of
which 100% are indemnity. Aver-
age of 1,000 claims handled
monthly by each administrator.

Clients: 16 total adjusting and
administration clients, of which 13
are self-insurers.

Compensation: Flat charge of $5
per covered employee for adminis-
tration and adjusting.

1981 gross revenues: $8.7 mil-
lion.

Auditing procedures: Claims
are audited annually by in-house
staff and reinsurers.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Computer: IBM System 34 and
DEC PDP11 computers, with input
document terminal located in the
home office.

MRM/Multinisk

Management Inc.
180 N. LaSalle St., Chicago, 111.
60601; 312-782-3139

Region served: Nationwide.
Type of claims: 20% workers

compensation, 50% professional lia-
bility, 30% health insurance.

Number of claims: 26,000 total
claims adjusted, 14,000 adminis-
tered; all for self-insurers.

Staff: 17 total staff, including 12
adjusters, of seven which are field
adjusters, five are telephone adjust-
ers, and three claims administra-
tion supervisors.

Compensation: Time and ex-
pense for all services; exclusive
contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly free
of charge within two weeks of the
end of the month; claims
progression tracked.

Lawsuit management: One-
man staff located in Chicago.

Locations: Boston.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
defense effectiveness.

Audit charges: Time and ex-
pense, flat fee.

Management Services
Inc.

326 N. Vermilion, Danville, 111.61832;
217-446-1089

Region served: Illinois, Florida,
California.

Type of claims: 60% workers
compensation, 4% general liability,
7% automobile, 5% property dam-
age, 24% health insurance.

Number of claims: 1,550 total

claims adjusted; 450 for self-insur-
ers, 50 by field adjuster and 400 by
telephone adjuster; 450 claims ad-
ministered.

Staff: 15 total staff, including ad-
justing staff of six, of which three
are field adjusters, two of which are
telephone adjusters, and a claims
administration staff of six.

Work load: Average of 10 multi-
ple line claims handled monthly by
an adjuster; average of 75 workers
compensation claims handled
monthly under one supervisor. Av-
erage of 80 claims handled monthly
by each administrator.

Clients: 18 total adjusting and
administration clients, of which all
are self-insurers.

Compensation: Time and ex-
pense, annual contract.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited quarterly by in-house
staff.

Reports: Supplied monthly at a
charge within three days of the end
of the month; claims progression
tracked.

Computer: Micro Data system,
with input document terminal 10-
cated in the home office. Self-in-
surers are offered CRTs for local

inputing.
Lawsuit management: Staff of

one located in home office.

Locations: Chicago, Peoria,
Champaign, Ill.; Palm Springs
Calif.

Audits in 1981: Three con-
ducted.

Auditing staff: One full-time
auditor. Qualifications include 12
years of claims experience.

Audit examines: Claims report»
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners.

Audit charges: Flat fee

Michigan Claim Service
Inc.

7201 W. Saginaw, Box 19069,
Lansing, Mich. 48901;
517-321-5565

Region served: Michigan, Ohio,
Wisconsin.

Type of claims: 25% workers
compensation, 5% general liability,
10% automobile, 5% professional li-
ability, 5% bonds, 2% ocean marine,
3% inland marine, 5% health insur-
ance, 40% property, fire and related
lines.

Number of claims: 18,800 total
claims adjusted; 3,000 for self-in-
surers, 18,800 by field adjuster;
3,000 claims administered for self-
insurers.

Staff: 175 total staff, including
100 adjusters, of which 100 are field
adjusters, and a claims administra-
tion staff of two.

Work load: Average of 50 multi-
ple line claims handled monthly by
an adjuster; average of 650 workers
compensation claims handled
monthly under one supervisor, of.
which 80% are medical only and

20% are indemnity.
Clients: 450 total adjusting and

administration clients, of which 25
are self-insurers.

Compensation: Time and ex-
pense fees of $35 per hour for se-
nior/field adjuster.

1981 gross revenues: $6.39 mil-
lion.

Auditing procedures: Claims
are audited monthly by in-house
staff.

Reports: Supplied monthly or
quarterly free of charge within 10
days of the end of the month;
claims progression tracked.

Lawsuit management: Staff of
one lawyer located in home office.

Audits in 1981: 12 conducted,
15% for self-insurers.

Auditing staff: Five full-time
auditors. Qualifications include 15
to 35 years of experience.

Audit examines Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, defense
effectiveness.

Audit charges: Time and ex-
penses, flat fee of $25 to $35 per
hour.

Self Insured Services Co.

29th Floor, First National Tower,
Louisville, Ky. 40202; 502-561-1510

Parent company: Nahm,
Turner, Vaughan & Landrum Inc.

Region served: Nationwide.
Type of claims: 68% workers

compensation, 1% general liability,
1% automobile, 30% health insur-
ance.

Number of claims: 6,000 total
claims adjusted and administered;
6,000 for self-insurers, 6,000 by
field adjuster.

Staff: 31 total staff, including ad-
justing staff of six, of which six are
field adjusters.

Compensation: Adjusting and
administration combined in one

charge.
1981 gross revenues: Not re-

ported.
Auditing procedures: Claims

are audited by independent firms
hired by self-insured clients.

Reports: Supplied monthly free
of charge within seven days of the
end of the month; claims
progression tracked.

Locations: Frankfort, KM; Little
Rock, Ark.

Underwriters Safety &
Claims Inc.
Box 6769,140 Whittington
Parkway, Louisville, Ky. 40206;
502-426-8660

Region served: Kentucky, Vir-
ginia, Illinois, Tennessee.

Type of claims: 90% workers
compensation, 10% bonds.

Number of claims: 6,750 total
claims adjusted and administered;
6,500 for self-insurers, 80% by field
adjuster and 20% by telephone ad-
juster.

Staff: 25 total staff, including 18
adjusters, of which eight are field
adjusters, 10 are telephone adjust-
ers.

Work load: Average of 30 multi-
ple line claims handled monthly by
an adjuster; average of 60 workers
compensation claims handled
monthly under one supervisor, of
which 60% are medical only and
40% are indemnity.

Clients: 110 total adjusting and
administration clients, of which 105
are self-insurers.

Compensation: Adjusting and
administration can be combined in
one charge; percent of incurred
claims, 4% to 5%; per claim; percent
of payroll; time and expense.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by in-house
staff and independent firms hired
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by self-insured clients.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Computer. Data Point 4730, with
input document terminal located in
home office; 10% of clients perform
own data processing.

Bank services: Offered.

Locations: Pikeville, Paints-
ville, Ky.; Marion, Ill.; Knoxville,
Tenn.; Norton, Va.

Audits in 1981: Five conducted,
100% for self-insurers.

Auditing staff: Staff managers
conduct audits.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports.

Yeager & Co. Inc.
4000 Town Center, Sui-e 1260,
Southfield, Mich. 4807E;
313-353-3000

Region served: Michigan, Vir-
ginia.

Type of claims: 86% workers
compensation, 4% general liability,
10% health insurance.

Number of claims: 13,229 total

claims adjusted and administered;
13,229 for self-insurers, 4,848 by
field adjuster and 8,381 by tele-
phone adjuster.

Staff: 81 tctal staff, including 22
adjusters, of which 12 are field ad-
justers, of which 10 are telephone
adjusters, and a claims administra-
tion staff of 22.

Work load: Average of 20 multi-
ple line claims handled monthly by
an adjuster; average of 200 workers
compensation claims handled
monthly under one supervisor, of
which 75% are medical only and
22% are indemnity. Average of 210

We'll map out a complete route for your ...

Mr,rd'T 
4 .. *'

1 1

If you're responsible for selecting your
company's insurance, we'll help you design a
"travel plan" to reach yourgoals with maximum
speed and safety.

Our professionally qualified staff can put you
on the right roads, foresee and detour man-
made hazards, and provide safeguards in case
of natural catastrophe.

You will be pleased with the low, competitive
price of the "package" we can tailor to your
specific needs.

We invite brokers and agents to ask about
how we can help them keep their customers
satisfied.

Underwriters Safety &Claims, Inc.
Post Office Box 6769

140 Whittington Parkway
Louisville. Kentuck¥40206
Phone 502/425-8660

Serving sell-insurers since 1941

Offices in: Knoxville. TN/

Mation. IL/ Norton. VAf

Paintsville, KY

claims handled monthly by each
administrator.

Clients: 851 total adjusting and
administration clients, of which all
are self-insurers.

Compensation: Adjusting and
administration combined in one

charge; exclusive contract re-
quired.

1981 gross revenues: $5.58 mil-
lion.

Auditing procedures: Claims
are audited annually by in-house
staff, independent firms hired by
self-insured clients.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Bank services: To meet clients'
needs.

Locations: Grand Rapids, Sa-
ginaw, Mich.; Richmond, Va.

Audits in 1981: Three con-
ducted, 100% for self-insurers.

Auditing staff: Three full-time
auditors. Qualifications include at
least 12 years of experience.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, defense
effectiveness.

Adjuster

American Dental
Examiners Inc.

37 W. 57th St., Suite 1110, New
York, N.Y. 10019; 212-755-9700

Region served: Nationwide.
Type of claims: 1% general lia-

bility, 1% automobile, 98% health
insurance.

Number of claims: 110,000 total
claims adjusted in 1981, of which
5,000 were for self-insurance eli-

ents; 105,000 by field adjuster and
10,000 by telephone adjuster.

Staff: 80 total staff, including 60
adjusters.

Clients: 35 total, of which three
are self-insurers.

Compensation: $17 to $25 per
claim; dental contract develop-
ment/modification.

1981 gross revenues: Not re-
ported.

Locations: Chicago; Monterey,
Calif.

Auditor

Warren, McVeigh, Griffin
& Savage

1420 Bristol St. N., Newport Beach,
Calif. 92660; 714-752-1042

Parent company: Warren,
MeVeigh & Griffin Inc.

Region served: Nationwide.
Type o: claims: 50% workers

compensation, 25% general liabil-
ity, 10% aitomobile, 6% property
damage, 236 professional liability,
2% ocean marine, 5% health insur-
ance.

Audits in 1981: 130 conducted,
95% forself-insurers.

Stafl: Four full-time auditors out

of six total staff. Qualifications in-
clude minimum of 15 years of expe-
rience in all lines, five years of
claims management experience at
home-cffice level; qualify as expert
witness with past experience testi-
fying in litgation.

Audit examines: Claims report-
ing, clsims processing, claims in-
vestigating, claims adjusting, claims
documentation and verification, ac-
curacy of reserves, accuracy of
payments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness, st_pervision, adequacy of re-
serves, sutrogation, rehabilitation,
claimart contact.

Compensation: Time and ex-
pense, $60 to $90 per hour; flat fee,
$2,500 to $100,000.

1981 gross revenues: $450,000.

Adjuster/
administrator

American Mutual Corp.
Executive Offices, Wakefield, Mass.
01880; 617-245-6000

Parent company: American
Mutual Insurance Cos.

Region served: Nationwide.
Type of claims: 60% workers

compensation, 15% general liabil-
ity, 5% automobile, 20% health in-
surance

Num jer of claims: 18,000 total
property/casualty claims adjusted
and administered for self-insurers.

Staff: 400 :otal claims processing
staff.

Clients: 3) total adjusting and
administration clients, of which 30
are self-insurers.

Compensation: Percent of pay-
roll, percent of annual premium,
per covered employee.

1981 grcss revenues: Not re-
ported.

Auditing procedures: Claims
are audited annually by in-house
staff.

Reports: Supplied monthly and
quarterly free of charge within 10
to 14 days oi the end of the month.

Locations: 70 offices nation-
wide.

Creative Risk

Management Corp.
34820 Harper Ave; Mt. Clemens,
Mich. 48043; 313-792-6355

Region served: Midwest, Mi-
deast.

Type of claims: 75% workers
compensation, 10% general liabil-
ity, 15% health insurance.

Number of claims: 15,000 total
claims adjusted and administered;
15,000 for self-insurers, 1,000 by
field adjuster and 14,000 by tele-
phone adjuster.

Staff: 20 total staff, including ad-
justing staff of 14 with three field
adjusters, 10 telephone adjusters,
and four claims administrators.

Work load: Average of 35 multi-
ple line claims handled monthly by
an adjuster. average of 300 workers
compensation claims handled
monthly under one supervisor, of
which 70% are medical only and
30% are indemnity.

Clients: 150 total adjusting and
administration clients, of which 150
are self-insurers.

Compensation: Percent of an-
nual premium, 7% average charge;
per claim (flat fee), $50 to $175
range of claim charges; per covered
employee, $2.50 to $6.50 per em-
ployee charge; time and expense,
$15 to $40 per hour; exclusive con-
tract required.

1981 gross revenues: $3.75 mil-
lion.

Auditing procedures: Claims
are audited quarterly and monthly
by in-house staff, independent
firms hired by self-insurers, state
regulators, excess insurers and eli-
ent auditors.

Reports: Supplied monthly at a
charge included in claims charge
wi:hin 15 days of the end of the
mcnth; claims progression tracked.

Computer: Itel 6000, with input
document terminal located in home
office.

Lawsuit management: Staff of
four, located in home office, in-
cluding an attorney with a support
staff of experienced claims super-
visors.

Locations: Affiliates throughout
the United States.

GAS Business Services
inc.

123 William St., New York, N.Y.
10038; 212-306-8207

Parent company: UAL Inc.
Region served: Nationwide.
Type of claims for self-insur

ers: 50% to 60% workers compensa-
tion; 40% to 50% general liability,
automobile, property damage, pro-
fessional liability.

Number of claims: 1.5 million

total claims adjusted and adminis-
tered; 400,000 for cash-flow pro-
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grams.

Staff: 5,000 total staff.
Clients: 5,000 total adjusting and

administration clients.

Compensation: Time and ex-
pense rates figured; unit cost, time
and expense, percent of incurred
loss, percent of paid claims quoted.

1981 gross revenues: Not re-
ported.

Reports: Supplied.
Computer: IBM system with re-

mote entry from branch offices.
Lawsuit management: Yes.
Locations: 700 offices in United

States and the Caribbean.

Inservco Insurance
Services Inc.

100 Derry St., Box 2361,
Harrisburg, Pa. 17.105;
717-234-4941

Parent company: Pennsylvania
National Mutual Casualty Insur-
ance Co.

Region served: East and South-
east.

Type of claims: 55% workers
compensation, 12% general liabil-
ity, 14% automobile, 18% property
damage, 1% inland marine.

Number of claims: Approxi-
mately 900 total claims adjusted
and administered; approximately
800 for self-insurers, 550 by field
adjuster and 250 by telephone ad-
juster.

Staff: 127 total staff, including
105 adjusters and 21 who adminis-
ter claims.

Work load: Average of 20 multi-
ple line claims handled monthly by
an adjuster; average of 50 workers
compensation claims handled
monthly under one supervisor, of
which 80% are medical only and
20% are indemnity. Average of 20
claims handled monthly by each
administrator.

Clients: 600 total adjusting and
administration clients, of which 600
are self-insurers.

Compensation: Percent of an-
nual premium, 4% to 5% charge; per
claim (flat rate), $70 to $75; time
and expense; exclusive contract re-
quired.

1981 gross revenues: $41,000.
Auditing procedures: Claims

are audited. quarterly by in-house
staff.

Reports: Supplied monthly free
of charge within two weeks of the
end of the month; claims

progression tracked.
Computer: Burroughs system,

with input document terminal 10-
cated in home. office. Two clients

perform own data processing.
Bank services: Trusts offered,

sponsor varies.
Locations: Regional offices:

Greensboro, N.C.; Pittsburgh;
Overland Park, Kan.; 16 claims
service offices in Midwest and East.

Insurance Management
Associates Inc.

714 Union Center, Wichita, Kan.
67202; 316-267-9221

Region served: Nationwide.
Type of claims: 90% workers

compensation, 9.5% general liabil-
ity; 0.5% health insurance.

Number of claims: 3,150 total
claims adjusted and administered;
3,150 for self-insurers, 3,150 by tele-
phone adjuster.

Staff: 79 total staff, including ad-
justing staff of 10 with nine adjust-
ers, of which nine are telephone
adjusters.

Work load: Average of 263 mul-
tiple line claims handled monthly
by an adjuster; average of 263
workers compensation claims han-
dled monthly under one supervi-
sor, of which 87% are medical only
and 13% are indemnity.

Clients: Six total adjusting and
administration clients, of which all
are self-insurers.

Compensation: Adjusting and
administration combined in one

negotiated per claim charge.
1981 gross revenues: Not re-

ported.

Auditing procedures: Claims are
audited monthly by in-house staff.

Reports: Supplied monthly at a
negotiated charge within a week of
the end of the month; claims

progression tracked.
Computer: IBM 360, with input

document terminallocated in home

office.

Bank services: Various banks.

Locations: Topeka, Kan.

Administrator/

auditor

Employee Benefit Claims
Inc.

6950 Wavzata Blvd., Minneapolis,
Minn. 55426; 612-546-4353

Parent company: Employee
Benefit Plans Inc. & Employee
Benefit Adm. Co. Inc.

Region served: Nationwide.
Type of claims: 20% workers

compensation, 10% automobile, 70%
health insurance.

Staff: 200 total staff, including
administration staff of 80.

Work load: Average work load
varies.

Clients: 800 administration eli-

ents, of which 800 are self-insurers.

Compensation: Percent of paid
claims, average percent charge; ex-
elusive contract required.

1981 gross revenues: Not re-
ported.

Auditing procedures: Claims
are audited by in-house staff and
reinsurers.

Reports: Supplied monthly free
of charge within three days of the
end of the month; claims

progression tracked.
Lawsuit management: Staff in-

cludes lawyers and claims profes-
sionals.

Bank services: Offered through
various financial institutions.

Locations: Appleton, Wis..
Cleveland; Pittsburgh, Erie, Pa.;
Miami, Fla.; Tulsa, Oklahoma City,
Okla.; Dallas, Houston, Austin, El
Paso, Texas; Phoenix, Ariz.; Bill-.

mr
mr

ings, Mont.; San Diego, Los An-
geles, Calif.

Audits in 1981: 50 conducted,
100% for self-insurers.

Auditing staff: Three full-time
auditors. Qualifications include an-

average of 21/2 years experience.
Audit examines: Claims report-

ing, claims processing, claims in-
vestigation, claims documentation
and verification, accuracy of pay-
ments, accuracy of loss reports,
personnel qualifications, case load
of examiners, defense effective-
ness.

Audit charges: Vary.

Rasmussen Agency Inc.
60 Evergreen Place, East Orange,
N.J. 07019; 201-675-3940

Region served: New Jersey.
Type of claims: 40% workers

compensation, 15% general liabil-
ity, 20% automobile, 2% property
damage, 3% professional liability,
20% health insurance.

Number of claims: 19,500 total
claims administered; 19,300 for
self-insurers.

Staff: 73 total staff, including
nine claims administrators.

Clients: 73 total administration

clients, of which 70 are self-insur-
ers.

Compensation: Percent of an-
nual premium, average charge 7%
t010%; $2.75 per $4.50 per covered
employee.

1981 gross revenues: $7.2 mil-
lion.

Auditing procedures: Claims
are audited monthly. by in-house
staff.

Reports: Supplied monthly free
of charge within 10 days of the end
of the month; claims progression
tracked.

Computer: HP 3000, with input
document terminallocated in home

office.

Lawsuit management: Staff of
three, located in home office, with

at least five years. of claims experi-
ence.

Locations: Atlantic City, Cherry
Hill, Lawrenceville, Red Bank,
N.J.

Audits in 1981: 12 conducted,

100% for self-insurers.

Auditing staff: Two full-time
auditors. Qualifications include
more than 20 years claim experi-
ence in offices of major insurers.

Audit examines: Claims report-
ing, claims processing, claims in-
vestigation, claims adjusting, claims
documentation and verification, ac-

curacy of reserves, accuracy of
payments, load of examiners, de-
fense effectiveness.

Audit charges: Time and ex-
pense.

Reed, Robens
Associates Inc.

20620 S. Leapwood Ave., Suite G,
Carson, Calif. 90646; 213-323-3241:
196 Fulton Ave., Hempstead, N.Y.
11550; 516-489-6200

Region served: Nationwide.
Type of claims: 80% workers

compensation, 10% general liabil-
ity, 10% long-term disability.

Number of claims: 8,300 total
claims administered; 7,500 for self-
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insurers.

Staff: 34 total staff, including ad-
ministering staff of 26.

Work load: Average of 25 claims
handled monthly by each adminis-
trator.

Clients: ·36 administration eli-

ents, of which 34 are self-insurers.
Compensation: Charge per per-

cent of payroll, per claim.
1981 gross revenues: Not re-

ported.
Auditing procedures: Claims

are auditied annually by state audi-
tors.

Reports: Supplied monthly at a
charge within 10 working days of
the end of the month. Claims

progression tracked.
Bank services: Tape compatabi-

lity with specific banks.
Locations: Buffalo, N.Y.; At-

lanta; Chicago; Burlingame, Calif.
Audit examines: Claims report-

ing, claims investigation, claims ad-
justing, accuracy of reserves, accu-
racy of payments, accuracy of loss
reports, defense effectiveness.

Audit charges: Flat fee. .

' Brief Course in Reinsurance' offered
LOS ANGELES-The Western

Division of The College of Insur-
ance is offering its "Brief Course in
Reinsurance" on April 15 and 16.

The course will be taught by
Jonathan F. Bank, a partner at Bu-
chalter, Nemer, Fields, Chrystie
and Younger; Marion Perkins,
president of Comstock Insurance
Co.; and Ron Molatto, senior vp at

G.L. Hodson & Son Inc.

The course will be held from 1-

4:30 p.m. April 15 and from 8:30
a.m. until noon on April 16.

The fee for the one-day course is
$95. To enroll, indicate the session
desired and contact The College of
Insurance, Western Division, 3142
Wilshire Blvd., Los Angeles, Calif.
90010; 213-738-9973. .

®3 BENEFIT PLANS, INC.
EXECUTIVE & EMPLOYEE

SeU-Funded Employee Benefit Specialists Since 1959
·ON UNE CLAIMS ADMINISTRATION · EXCESS REINSURANCE

·COMPLETE ADMINISTRATIVE SERVICES ·LIFE, LT.D, DENTAL, MEDICAL
Contact: C. Jeffrey Wintersteller

Vice President - Sales

2025 Riverside Drive, Columbus, Ohio 43221

(614) 481-8393
ATLANTA · BOSTON·CHARLOTTE·CINCINNATI· CLEVE[AND· COLUMBUS· HOUSTON·MIAMI·ORLANDO
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Brown Brothers' expertise adjusting claims for
self-insureds goes back almost 50 years. So you
can depend on us to get the job done right.
Whether you're an insuror, a broker, a private
business, a government body or a transportation
or utility, we'll supply you with the statistical infor-
mation you need, handle your loss fund adminis-
tration and offer you self-insurance supervision.
Give Brown Brothers a call. When it comes to self-

insurance administration, we're the specialists.

Call the adjusters yo11 can depend on.

B:-3M
Brown Brothers Adjusters
Home Office: 545 Sansome Street, San Francisco, CA 94111 • (415) 392-2825

TELEX: San Francisco-34-472 • 1 Ic)nolulu-63-4266 • Los Angeles-67-234
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Claims firms perceive need for E&0 cover
By STEPHEN TARNOFF

Third-party administrators are
beginning to buy errors and omis-
sions insurance whether self-in-

sured clients demand it or not, ad-
ministrators say.

As the claims administration

business grows, so grows the busi-
ness risk, they have learned.

"There is a need for errors and

omissions insurance," affirms Fred
Hunt, executive director of the So-
ciety of Professional Benefit Ad-
ministrators, based in Washington,
D.C., which represents about 150
such companies.

The need, however, is only be-
coming apparent and the coverage
is only just becoming available.

Two years ago, the SPBA, with
broker Marsh and McLennan Inc.

and underwriter First State Insur-

ance Co. of Boston, developed a
policy specifically for member
claims administrators.

Despite the availability of the
policy, the percentage of member
companies with E&0 insurance is
"still relatively low," Mr. Hunt
says. "But we think it is important
and that it will grow rapidly."

"The response has not been sig-
nificant but the real professional

firms are buying the coverage,"
notes Vp Tom Jochums of Marsh &
McLennan in Seattle.

Rating, the deductibile and avail-
ability of coverage depends on an
analysis of the member administra-
tor's business and needs. The policy
can be purchased for virtually any
limit, the broker adds.

In addition to the SPBA policy,
which is available only to member
firms, other insurers are beginning
to offer E&0 policies for adminis-
trators.

Shand Morahan & Co. Inc., un-
derwriting managers based in
Evanston, Ill., underwrites the cov-
erage for its stable of insurers and
tailors the coverage to individual
risks, according to Jerry Oleksy, vp
of underwriting for errors and
omissions.

A typical policy might include
coverage of potential claims
brought against an administrator
for improper payment of a claim or
failure to recognize that a claim is
covered, he says.

Limits of up to $25 million are
available. However, many firms
are more likely to seek a $1 million
limit. Premiums are based on vari-

ous factors including the size of the
administrator, length of time in

When it comes

to administering self-insured
workers compensation
programs

laverack & Haines, Inc. was founded
in 1907 and has built its reputation in
handling claims administration and .loss
control services for self-insured workers

compensation programs. Laverack &
Haihes, Inc. was one of the first licensed
New York State self-insured administrators.

As professional administrators Laverack
6 Haines, Inc. perform the following functions:
· claims management
· claims payment
· medical administration
· legal liaison

· claims reporting/data processing
· special information reports
•loss prevention services
· prepare statutory reports

Your current or planned program would
benefit from the service of an administrator

with a long, successful track record and a
reputation for total professionalism and
an ability to tailor its services to the individual
customer's need. Why not give us a call?

m
LAVERACK & HAINES, INC.

HOME OFFICE

Laverack 6 Haines, Inc.
135 Delaware Avenue

Buffalo, New York 14202

(716) 852-3065

business and the deductible, Mr.
Oleksy says.

Claims administrators contacted

by Business Insurance were aware
of their potential liability and the
need for errors and omissions in-

surance, and some reported that
they are mentioning their coverage
in their sales presentation.

Employees Services Inc. in Sioux
Falls, S.D., carries an errors and
omissions policy of $1 million, ac-
cording to President John Timmer.

Although no suits have been
filed in the company's 16-year his-
troy, Mr. Timmer believes the cov-
erage protects the self-insured em-
ployer, his employees and Mr. Tim-
mer's own company. He bought the
coverage as soon as it was offered.

"Up until the last year, there was
almost nothing available," Mr.
Timmer says. "Only in the last 12
years has it become available to
third-party administrators."

Jim Brooks, president of R.L.
Kautz of Los Angeles, also buys
errors and omissions insurance.

"No prudent manager would go
along without that type of cover-
age," he says. "The larger and more
professional ones clearly would buy
it"

Although administrators are tak-
ing heed, most self-insurers don't
ask about it, with exceptions.

"We never asked for it," says Ri-
chard King, assistant city adminis-
trator for Batavia, N.Y., which self-

insures both general liability and
property.

Mr. King says he is confident
that the city's claims administrator,
Marsh & McLennan, would be able
to handle any claim or have
enough insurance to cover any
E&0 claim.

A labor lawyer for an multina-
tional company located in the East
says his firm does not require E&0
coverage for the companies han-
dling the workers compensation it
self-insures.

"It doesn't seem to bother us"
that the administrators don't have

it, he says. "The claims administa-
tors are generally pretty well-
staffed on accuracy and figures."

Athough some divisions of the
company use outside administra-
tors, the company does believe it is
better to have in-house claims peo-
ple.

"It's kind of hard to get your
heart into it and keep costs down,"
he says of outside administrators.
"They may be concerned more
with efficiency than the merit of
the claim."

"It hasn't been a concern," adds
Ron Edison of White Castle System
Inc. in Columbus, Ohio. "I haven't
come across a need. There are

enough checks and double checks
in the system."

White Castle has self-insured
workers compensation since about
November 1980 and uses an outside

administrator in Ohio.

Ralph E. Gentry, diector of risk
management for Times-Mirror Co.
in Los Angeles, distinguishes be-
tween dealing with small or large
claims administrators.

"If you're dealing with a large
broker or administrator I wouldn't
be too concerned with E&0 cover-

age," he says. "If you're dealing
with a small local shop, it would be
more important that they have
such coverage.

"I suspect that if I was looking
for an administrator and it was not

with a major firm, I would demand
errors and omissions coverage."

Times-Mirror self-insures work-

ers compensation in California, Or-
egon, Washington and New York
and uses several different adminis-

trators.

One company that will likely
begin demanding that its adminis-
trators have such coverage is Eden
Corp., a multinational based in
Cleveland, according to Karen
Olden, assistant insurance manager
for the company's casualty depart-
ment.

"Presently we don't require it,"
she says. But recently the company
has considered requiring outside
adjusting firms to carry E&0 insur-
ance.

Knowing the legal climate and
the preponderance for lawsuits is a
good reason to make sure they have
it, Ms. Olden says. .

ESIS says a new system
has wiped out the bugs'

By JOHN W. MILUGAN

PHILADELPHIA-ESIS Inc., a
subsidiary of INA Corp. and one of
the first insurer-owned providers
of claims administration services

for self-insurers, is on the long road
to recovery and hopefully a bright
new image, its executives say.

Established in 1956 as Employers
Self Insurance Services Inc., the
firm at one time had nearly all of
the market for these services.

But in the intervening years,
ESIS saw its market share drop as
other insurers, brokers and inde-
pendent services companies came
flooding in.

The firm also saw its reputation
suffer as complaints about its poor
claims handling circulated around
the industry.

But that's all changed now, says
Hank Bonstedt, ESIS vp in charge
of marketing development.

Mr. Bonstedt agrees that the
firm's claims handling isn't what it
should be, but is quick to add that
ESIS claims have always been han-
dled with professional care.

The real problem, Mr. Bonstedt
says, has been a lack of statistical
support that resulted in reports of
admittedly poor quality. It was not
unusual for ESIS clients to find

someone else's claims showing up
on their reports, he says.

"The claims were always han-
dled professionally. It's just that the
documentations for the clients
were deficient."

ESIS is still fighting its old
image, and Mr. Bonstedt points to
some "dramatic changes" in the
past 18 months aimed at polishing
its reputation.

One change is an on-line claims
entry system that includes editing
features that cut down on the

number of errors getting into the
data base.

The system has been installed in
all ESIS offices, as well as INA's
150 claims offices.

Although ESIS still subcontracts
the majority of its claims handling

to INA, Mr. Bonstedt says clients
can rest assured that ESIS claims

are processed with the same profes-
sional care as INA's own claims.

ESIS now provides a full array of
risk management services beyond
claims administration.

Other services include loss con-

trol, recovery and subrogation, ma-
rine and other inspections, en-
vironmental and health lab analy-
sis and seminars and training in
risk management.

ESIS has even ventured beyond
the traditional insurance offerings
and now markets a commercial
collections service.

ESIS also emphasizes its auton-
omy from its parent company and
its total non-involvement in insur-

ance, Mr. Bonstedt says.
ESIS is very sensitive to this

need for separation as are many
state regulators, Mr. Bonstedt says,
and takes the claims adminstration

regulation standards in the tough-
est state and "applies it to all."

Yet its refusal to get involved in
insurance coverages also stems
from ESIS' perceived mission, or
perhaps what Mr. Bonstedt calls an
"arbitrary selection of the market
you want to operate in."

"We are strictly a service com-
pany," he says. "We can't partici-
pate in what you might call the
broker's role. We can't put a pro-
gram together, but we can service
it"

Nor does Mr. Bonstedt see the

day when that role will change.
"We want to take advantage of

what we do well, and that is to pro-
vide service." •

Mississippi hospital rates lowest
NEW YORK-For the second

year in a row, benefit managers in
Mississippi might have a little eas-
ier time containing health care
costs than their counterparts
around the country.

While the average hospital rate
for a semi-private room in Missis-
sippi increased during the last year
to $88.50, a 20.5% rise, the state still
has the lowest hospital rates in the
nation as it did in 1980, according to
an Equitable Life Assurance So-
ciety survey of 2,647 of the nation's
6,000 non.federal hospitals.

The District of Columbia contin-

ued to have the most expensive
rates for a state or district. Semi-

private beds are now $219 a day, up
from $196.50 in 1980.

However, several Washington
suburbs had sharply lower rates
than the District of Columbia. For

example, across the Potomac River
in Arlington, Va., the average hos-
pital rate for a semi-private room is
$140 a day.

Of the states, California has the
most expensive hospital bed rates.
A semi-private bed costs $211.50 a

day, compared with $177 last year.
The most expensive city to be

hospitalized in is Valhalla, N.Y. Its
436 semi-private beds cost $395 per
day. By contrast, the 33 semi-pri-
vate beds in Newport, Tenn., cost
an average of $60 a day.

The most expensive major city
for semi-private care is Los An-
geles with 4,796 beds averaging
$278 a day. Among other major
cities, Oakland has the second most
expensive rates for semi-private
hospital rooms: $271.50. Across the
bay, San Francisco has the third
most expensive rates with the cost
of semi-private hospital rooms
averaging $269.50 a day.

San Antonio, Texas, has the least
expensive hospital rates of any
major city. Semi-private beds aver-
age $105.50 a day.

.

Free copies Of the report, «1981 Na-
tional Survey Of Hospital Daily
Room and Board Charges, Revised
Edition," can be obtained from Joe
Fester, Equitable Life Assurance
Society, Area 5-G, 1285 Ave. of the
Americas, New York, N.Y. 10019.
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Tightening of rules slows self-insurance growth
By EILEEN NORRIS

Many state regulators are tight-
ening the rules for employers that
want to self-insure workers com-

pensation.
And that may explain why the

trend to self-insure, which grew by
leaps and bounds just a few years
ago, is beginning to slow a bit, ex-
perts say.

Some large employers are turn-
ing instead to  fronting arrange-
ments, in which an insurer issues a
policy but the employer is totally
liable for all losses, says James A.
Kammerer of Alexsis Risk Man-

agement Services in Chicago.
Because state regulations gov-

erning self-insured workers com-
pensations plans vary, some em-
ployers with operations in many
states are moving away from "the
silliness" of trying to adhere to a
state's requirements, Mr. Kam-
merer says.

"We filed for a client to be self-

insured in New Jersey one year
ago, and we still are waiting for the
final word," he notes.

Bonding requirements also can
pose problems. In many states, an
employer is required to submit to

the insurance department a mini-
mum bond of $100,000, in the event
a company collapses and fails to
pay its claims.

"While that may not be much
(money) for General Motors, it can
be a lot of money for a small com-
pany," said Mr. Kammerer.

An employer that has worksites
in several states is faced with ad-

hering to the rules of several insur-
ance departments and that can be
an expensive proposition, Mr.
Kammerer adds.

"If a company self-insures in 20
or 30 states, it could get into $10
million to $15 million of bonds,"
Mr. Kammerer says.

"Even for a major employer, that
could affect borrowing abilities and
other financial concerns," he
added.

And states continue to increase

bonding requirements. Such a bill
is pending in Ohio.

. As more companies go under,
our Industrial Commission also de-

cided to require a $100 fee to pay
for the paperwork involved in the
self-insured application. The states
are becoming more and more con-
cerned of the need to know an em-

oloyer's long-term liability," said

Illinois may require
CTA to post bond

By EILEEN NORRIS

CHICAGO-The financially
strapped Chicago Transit Au-
thority, which self-insures its
workers compensation risks, may
soon have to post a bond that would
help pay workers' injury claims if
the system ever went bankrupt.

And because of the troubled

economy, all self-insurers of work-
ers compensation in Illinois also
soon may have to submit financial
reports quarterly rather than an-
nually, says Dan Csar, an analyst in
the state Insurance Department.

Nearly all the state's self-insured
employers are required to purchase
excess insurance and post a bond
for a minimum of $100,000, but the
CTA is one of the few that has nei-

ther protection.

The CTA has been allowed to go
"totally bare" for its workers com-
pensation and general liability
risks (BI, June 8, 1981), a situation
that is making state regulators ner-
VOUS.

By Feb. 1, the Insurance Depart-
ment will rule on the CTA's re-

quest to renew its self-insured pro-
gram and recommend to the Illi-
nois Industrial Commission
whether the CTA should be re-

quired to post a bond.
"It can be assumed that some

change may come at that time,"
said Mr. Csar.

Goldblatt Bros. Inc., a major Chi-
cago retailer that filed for
bankruptcy last June, also is at-
tracting the attention of the state.

Regulators are trying to deter-
mine if there are adequate reserves
to cover any outstanding employee
injury claims, says Chuck Kusar, a
fiscal officer for the Illinois Indus-

trial Commission, which approves
self-insurance plans.

Goldblatt's self-insures and self-

administers workers compensation,
but the state doesn't know what its

claims experience was for 1981, Mr.

Kusar says.
The retailer, which at one time

had more than 30 stores in Illinois,
has a $300,000 bond filed with the
Insurance Department and another
$15,000 in an escrow account that
will be made available to claimants,
he adds.

But whether these funds will be

sufficient to pay outstanding work-
ers compensation claims is not
known, Mr. Kusar says.

The Goldblatt situation and

those of other financially troubled
employers contributed to the Insur-
ance Department's decision to con-
sider requiring more frequent fi-
nancial reports of self-insurers.

"There are three or four Illinois

self-insured employers that could
be in (financial) trouble," Mr.
Kusar says, declining to name those
companies. "Because of the bad
economic times, we want to have
the flexibility to take a closer look
at self-insureds," he says.

Requiring quarterly financial re-
ports rather than annual reports
would alert the department at the
first hint that an employer could be
in financial trouble, adds Mr. Csar.

There has been a growing trend
among insurance regulators in all
states to strengthen the require-
ments for employers who want to
self-insure (see related story).

Last year at this time, Chrysler
Corp. fought bans in Michigan and
Illinois on its workers compensa-
tion self-insured program by set-
ting up a trust fund to pay worker's
injury and accident claims. On a
monthly basis, Chrysler must re-
serve funds to cover outstanding
claims.

That setup has been "fairly effec-
tive" in assuring the state of Michi-
gan that injured workers will get
paid for their disability, despite the
state of the auto industry, says
James Brakora, the director of the
bureau of workers disability com-
pensation in Michigan. .

Robin Obetz, the executive secre-
tary of the Ohio Self-Insurance
Assn.

In Ohio, there is evidence of a
leveling off of employers who want
to self-insure their workers com-

pensation, said Mr. Obetz.
"The qualifications are becoming

more stringent and the applications
to self-insure are declining," he
added.

The National Council of Self-

Insurers, based in New York, also
reports a leveling off of employers
that are self-insuring.

During the past five years the
council witnessed a tremendous

growth in self-insurance, but 1981
proved to be a slower year, a
spokesman says.

Self-insurers and state regulators
also are seeking more standardiza-
tion in self-funded workers com-

pensation plans.
Even though every state has dif-

ferent requirements, they share a
lot in common, adds Ohio's Mr.
Obetz.

The International Assn. of Indus-

trial Accident Boards & Commis-

sions has prepared guidelines for its
member industrial commissions.

The model is based on Michigan's
self-insurance regulations.

An applicant must be in business
at least five years, provide a cur-
rent financial statement for the

regulator to scrutinize and evi-
dence of excess' insurance.

In addition, the director of insur-
ance can require a surety bond if
the employer's solvency is at all in

doubt.

"We have the flexibility to look
at an employer's self-insured plan
as often as we decide we need to,"
says Ervin Vahratian, deputy
director of the Michigan Workers
Disability Bureau.

Michigan also has a self-insur-
ance security fund for private em-
ployers so that if one goes bank-
rupt, all self-insurers are assessed
for the insolvent company's liabili-
ties. •
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{S'RgEA;ghleport
High medical expenses hike self-insurance costs

By JAMES LAWSON

NEW YORK-The high cost of
medical care will drive up the cost
of self-insured medical plans this
year, especially for small- and me-
dium-sized employers.

Insurers underwriting excess in-
surance policies to limit the self-
funded losses of employers are ask-
ing them to take higher retention
levels or pay more-perhaps 20% to
30% higher rates-for their stop-
loss insurance.

Rates for specific stop-loss insur-
ance, which caps per-claim costs,
could rise faster than rates for ag-
gregate stop-loss insurance, which
caps total annual self-funded costs.
More per-claim costs are piercing
the stop-loss policies, they explain.

The problem is continued infla-

tion in health care costs that is

driving up claims costs. Higher
claims costs push more and more
claims in:o the stop-loss policy,
driving up insurers' costs.

For example, with the inflation
rate in medical care running about
13%, a $100,000 claim that didn't
pierce a specific sir)p-loss policy at-
taching at $100,010 last year costs
$113,000 th is year costing the stop-
loss insurer $13,000.

Frederick Manning, president of
Celtic Life Insurance Co., with $2
million in stop-lcss premiums this
year, estimates claims costs have
risen 10% in the past year.

Some underwriters of stop-loss
policies "have seen some pretty bad
experience losses," agrees Gary W.
High, a partner with Benefits Plan-
ning & Insurance Agency in Oak-

land, Calif. "The number of claims
has increased and the total cost of

the claims is higher," he said.
As a result, insurers either want

the self-insurer to pay more of
these claims under higt er self-in-
sured retentions or hand over the

pramium to cover the losses.
Small- and medium-sized em-

ployers that either can': afford
larger retentions or are gun-shy of
them in their self-insired pro-
grams will be hit with the rate in-
creases. Large employers :hat can
aflord the risk of large 1csses either
don't buy stop-loss insurance or use
i-. as pure catastrophe protection
over very high self-funded reten-
tons.

The smaller the firm. "the less

predictable" claim costs are and the
more the need for stop-_oss insur-

ance, explains Peter Densen, presi-
dent of Anistics Inc. in New York.

However, small employers often
can afford to retain more risk than

they do. "We've been telling self-
insurers to self-insure more than

they would normally" to bring
down stop-loss rates, he says.

Not everyone, however, is rais-
ing rates. The Equitable Life As-
surance Society actually chopped
rates 40% last October to expand its
share of the market, which has
been dominated by Lloyd's of Lon-
don, Employers of Wausau, North
American Life & Casualty Co. and
Lexington, an American Interna-
tional Group company. Insurers
like SAFECO on the West Coast
and Northwestern Life Insurance
Co. in the Midwest also are factors
in their areas.
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And more companies are moving
into the market. "It's been led by
the small specialty companies, but
now more insurers are coming in,"
says Richard Ostuw, a consultant
with Towers, Perrin, Forster &
Crosby in Cleveland.

New entrants include, he says,
The Prudential Insurance Co. and

Metropolitan Life Insurance Co.
Celtic Life, whose premium vol-

ume on stop-loss insurance grew
30% last year, expects similar
growth this year.

But many markets, including Eq-
uitable, are reluctant to underwrite

stop-loss policies unless the self-in-
surer gives the underwriter an-
other piece of the benefits pie-
usually the administrative services
contract or the group life package.

"There are no premiums" in
stop-loss insurance, explains James
T. Glynn, Equitable's vp of mar-
keting He admitted Equitable re-
duced rates to gain greater volume
and more administrative claims

services contracts.

Despite the strings, Equitable of-
ficials expect stop-loss premium
volume to increase by 40% to 50%,
about the same rise it realized last

year.

"They'll write stop-loss, espe-
cially if they have a piece of the
other employee benefits packages,"
Mr. Ostuw says of many insurers'
new interest in stop-loss insurance.

"The stop-loss is usually bought
with the life insurance package,"
says Richard Kirwin, a senior vp
with broker Frank B. Hall & Co.
Inc. in New York.

Some third-party administratord,
however, also are lining up mar-
kets to write stop-loss insurance.
Swanke Inc., a third-party admin-
istrator in Minneapolis, plans to
market a new specific stop-loss
product for small employers with
up to 20 lives.

The new product, to be marketed
this March after the company
chooses an insurer, will pay specific
claims above retentions of $1,000,
$2,000 and $3,000, allowing more
flexibility to small employers, says
Robert Swanke, president.

Mr. Swanke is choosing among
interested markets. "Insurers are

more aggressive than' they were
last year," he notes. "Last year we
generated a 40% increase in volume
-added another 10,000 to 12,000
cases. We expect to do that much or
better this year."

Employers could choose to do
without specific stop-loss coverage
if they've properly evaluated their
loss potential and don't expect to
have any large or unusual shock
losses, consultants note.

"If you can predict losses, then
you've eliminated the risk," con-
tends Mr. Densen.

Doing without specific stop-loss
insurance can be extremely risky
for some small employers because
one unsual loss could leave many
with cash-flow problems.

Employers also can forego aggre-
gate stop-loss insurance, but with-
out specific insurance either they
have to be able to assume whatever

losses could happen.
Employers lured to self-insuring

expensive health care plans by the
cash-flow advantages should con-
sider the following when deciding
to self-insure and whether to pur-
chase stop-loss insurance:

• Its risk retention capacity-or
how big a loss the employer can af-
ford to take-on each claim and

over the year. Often considered is
the impact losses will have on
earnings per share and cash flow.

• Its claims history, to identify
the most predictable losses ripe for
self-funding.

• Administrative costs.

• The cost of money and the po-
tential to be forced to borrow to

cover big claims.
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Two municipal pools planning annual audits
By BILL DENSMORE

Two California municipal self-
insurance pools, fearing threats of
statewide regulation, are devel-
oping plans for self-regulation
through annual audits to establish
loss reserves.

The moves come two months
after an ad hoc subcommittee of the
National Assn. of Insurance Com-

missioners recommended requiring
annual financial examinations,
protection against raiding of re-
serves and approval of bylaws for
such pools.

One of the California groups
planning voluntary regulatory ef-
forts is the California Assn. of Joint

Powers Authorities, which has
about 90 members representing 400
government entities in that state.

The group consists of water, fire
protection, school and other dis-
tricts, many of which pool insur-
ance arrangements.

"We want to develop guidelines
to regulate us," says Frank E.
James, one of the founders of the
association. If approved by the
fledgling association, Mr. James
says a team of peers from other
municipal pools would conduct an-
nual advisory actuarial and claims
audits of member pools and check
reserve funding.

Participation in this "accredita-
tion audit" would be voluntary.

The group would also conduct
training seminars for joint-power
authority managers and elected of-
ficials and lobby the California
Legislature.

In Sacramento, Calif., the gen-
eral mananger of a second group

has begun a program designed to
allow 20 self-insured California
counties to cut the cost of an outside
actuarial audit in half.

"What we're doing is we've ar-
ranged for a group plan to do actu-
arial studies for self-insured eoun-

ties," says Gregory L. Trout, who
manages the County Supervisors
Assn. Excess Insurance Authority.

Mr. Trout estimates an annual

actuarial audit under the plan
would cost a county from $2,500 to
$3,000. But the coordinated audit-
ing will create a helpful uniform
loss-data pool, he says.

One of the reasons for establish-

ing the program, Mr. Trout says,
was action by the San Jose, Calif.,
city council, which tapped nearly
half of its $8 million in self-insured
liability claims reserves when its
1982 general operating budget ran
short (BI, Aug.3).

In California, Mr. Trout explains.
both the state treasurer and the in-
surance commissioner have ex-
pressed interest in regulating self-
insured municipal pools.

"If we can show them that we are

getting annual actuarial studies,
there will be less of a threat of leg-
islation," he says.

Another reason for the program
is to give county risk managers
professional outside advice on the
proper size of loss reserves.

Mr. Trout said risk managers in
California are being subjected to
more and more pressure from
county officials seeking sources of
operating revenue and looking to
acquire loss reserves for that pur-
pose.

The NAIC is also considering ac-

tion on the question of solvency of
self-insured municipalities.

In November, an ad hoc advisory
committee headed by the senior
counsel of the American Insurance

Assn. recommended that, at the
very least, such municipalities
should have their plans subjected to
an audit at least once a year.

Commissioners are likely to re-
port on the subject at their April 4
meeting in Oklahoma City, Okla.,
says Dennis R. Connolly, the AIA
counsel. But Mr. Connolly says the
report probably won't include any
proposals for model regulatory leg-
islation.

"I would expect the report would
be something commissioners would
have available to them when they
are called upon to answer questions
about pooling and municipal insur-
ance," he explains.

Another ad hoc committee mem-

ber says the key question is
whether such risk financing can be
defined as insurance and should be
regulated as such.

"Self-insurance and pools are be-
coming a greater and greater issue
in many states and legislatures
have got to deal with it," says Pa-
tricia A. Borowski, director of gov-
ernment and industry affairs for
the Arlington, Va.,-based Profes-
sional Insurance Agents.

There is disagreement on
whether the current tough eco-
nomic climate and pattern-of with-
drawal of federal support for local
budgets will have an impact on the
formation of pools aimed at cutting
insurance costs.

"I think that with the heat on on

municipal budgets, certainly the

N.Y. town ready to self-insure
says Blues are pressuring it

BATAVIA, N.Y.-This city,
ready to self-insure health cover-
age for its 170 employees, says the
Buffalo Blue Cross/Blue Shield

plan is trying to pressure it into
staying with the non-profit associa-
tion.

High health insurance costs
forced Batavia to consider self-in-

suring its employees' health claims,
says Richard A. King, assistant to
the city administrator.

Self-insurance has proved to be a
good option. The city of about
17,000 in Western New York state
switched to self-funding for its gen-
eral liability and automobile risks
about a year ago, he says.

In 1980, those coverages cost
about $140,000 in premiums with a
$1,000 across-the-board deductible,
he adds. Last year, with a $1 mil-
lion umbrella liability policy and a
$500,000 reserve fund, the city eli-
minated more than half that ex-

pense (BI, Jan. 23, 1981). Now Blue
Cross & Blue Shield of Western
New York is worried about Batavia

doing the same thing with its
health insurance, he says.

"They've tried everything, to
try and talk us out of it," says Mr.
King. "They said they'll never take
us back and they can't do that,
They have provided misleading in-
formation to the newspapers and to
the employee unions.

"They said that for us to get back
in (Blue Cross/Blue Shield), we
would have to be experience-rated
for at least two years and based on
their figures that it would be a sig-
nificant rate increase."

Nicholas T. Caputi, director of
regional group sales for the Buffalo
Blue Cross/Blue Shield, says he
simply provided Batavia officials
with all the figures they sought on
self-funding.

"It's a good trick if you can do it,"
says Mr.Caputi. "But you have to
have the numbers. One claim by
today's standards could play havoc
with a plan that size. It's like flip-
ping a coin: If you're lucky you'll
save a couple of bucks."

Mr. Caputi says municipalities
should have at least 2,000 employ-
ees before they talk about self-
funding health coverage and he
says he worries whether public of-
ficials in smaller jurisdictions are
acting responsibly when they drop
traditional insurance.

Batavia's Mr. King says he has no
qualms at all about the city's ability
to handle a self-funding scheme
and accuses the Buffalo Blues of

pressure tactics.
Batavia hired a Buffalo-area in-

surance consulting firm, Aldrich &
Cox Inc., to estimate what its claims
and administrative costs would
have been under self-insurance vs.
the premiums paid to Blue
Cross/Blue Shield in 1980.

The consultant said BC/BS cov-
erage cost $90,500 while a self-
funded plan would have cost only
$62,000, according to Mr. King.

There are two main reasons for

the difference in costs, he says:
• The consultant estimated the

city's administrative costs would be
about 3.1%, while those of Blue
Cross/Blue Shield were about
16.0%.

• The two Batavia hospitals that
handle 75% to 90% of the city's hos-
pital claims charge significantly
lower room and service rates than
hospitals in either Buffalo or Syra-
cuse. Since the bulk of Blue
Cross/Blue Shield's other claims

are paid to Buffalo hospitals, the
association's rates reflect higher
hospital costs than are incurred by
plan members in Batavia.

"The feeling of the city adminis-

tration was that we're subsidizing
the hospitals around Buffalo," says
Mr. King.

Mr. Caputi of Blue Cross/Blue
Shield says while it may be true
most of the claims end up at the
Batavia hospitals, it is also true that
the more complicated problems still
go to Buffalo hospitals. He says Ba
tavia hospitals receive only about
60% of total payouts.

"We gave figures to the city and
made a study of the two local hospi
tals and we found that the costs
were on a par with Buffalo," Mr
Caputi argues.

move is going to continue for pool-
ing," says John P. Kennedy, vp of
government and industry affairs
for Fireman's Fund Insurance Cos.
in San Francisco.

"Who is going to regulate self-in-
surance pools? Is it going to be the
insurance regulators? And how will
insolvencies be handled?" he asks.

A single community self-insur-
ing its own losses may not need
regulation, says Mr. Kennedy.

But when a pool insures multiple
risks, the taxpayers of one munici-
pality in the pool should be pro-
tected by regulation from the possi-
bility that catastrophic losses sus-

ASSOCIATIONS

TRADE GROUPS

tained by another pool member
won't bankrupt the entire pool or
cause rates to skyrocket, he says.

Cities aren't joining pools any
faster now than at other times,
counters Steven P. Kahn, of War-
ren, McVeigh & Griffin, a risk
management consulting firm based
in Newport Beach, Calif.

He says the very competitive in-
surance nnarket continues to keep
rates within reach of all but the
highest-risk communities. Mr.
Kahn also sees no clear trend to-
ward communities drawing funds
from self-funding pools as San Jose
did. •
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Judge rescinds firm's stop=loss policy
Continued from page 1 "We will be going for contract Stonewall's loss on that policy way, with fraudulent or negligent recovery of the amounts it claimed
Still to be decided in a second phase damages of about $6 25 million plus "Ibelieve this is the first decision misrepresentation of information were due under the four policies
of the case are claims by Food Fair interest." estimated Edward R in the country to rescind an insur- relied upon by Stonewall's general (about $9 million plus interest by
against Stonewall for bad-faith McHale, Los Angeles attorney for ance policy that did not involve a agent in inderwriting of the poll- mid-1981), attorneys fees, $22 mil-
failure to settle claims submitted Food Fair, a Pennsylvania corpora- breach of warranty or a false state- cies lion in punitive damages for Ston-
under the first-, second- and third- tion engaged in multistate retail ment on an insurance application," The d.guted retention levels set ewall's breach of its implied con-
year policies merchandising principally through said Timothy W Kenna, a Los An- by Dependable Insurance Associ- venants of good faith and fair deal-

The parties were scheduled to its food stores geles attorney with the firm of ate:, Stonewall's general managing ing, and a declaratory Judgment
meet with Judge Gadbois late last The $625 million represents Jones & Wilson representing Ston- agent, were $3 1 million in 1972-73, that Stonewall lS obligated to pay
week to discuss the next phase of losses for the first, second and third ewall Insurance Co $375 million in 1973-74 and 1974- Food Fair future unpaid claims
litigation years that have not been paid by 75, and {14 25 million in 1975-76 under the policies These Incurred

Stonewall Food Fair 15 also seek- He also observed that the deci Food Fair promptly cross-com- by not yet paid claims are reserved
ing $22 million in punitive damages Sion identifies a duty on the part of plained against its insurer, seeking for about $900,000
from its former insurer. the insurance policyholder to im-

But Food Fair will have to swal- mediately report information it

OUR
low about $3 25 million in losses, may have about adverse loss devel-
the limits of its 1975-76 aggregate opment to the insurer This gives County increasing
excess policy that was rescinded by the insurer an option to exercise a
the court Nor will.t be able to col- 30-day cancellation provision, he
lect about $200,000 it had sought for added reti rement benefits

BIALIE legal costs related to the first policy The insurance in the case is a se-

year The court ruled that legal nes of four aggregate excess poli- The Blzks County, Pa, Retire- Bucks County doesn't begin con-
costs were excluded in the 1972-73 ties with annual limits ranging ment Board has granted a 5% in- tributing directly to the fund on
policy from $3 25 million to $3 75 million a crease in retirement benefits to 177 behalf of the employee until after

CHIP In another side issue, Food Fair year The coverage began in mid- of its 204 retired employees the employee retire The county
won its claim for coverage under 1972 and continued with annual re- The pension benefit increase, the must, however, Contribute to the
the aggregate excess policy for Am- newal dates of May 10 until the eighth ir the last 11 years accord- fund's annuity reserve account to
terre Inc, a property development coverage terminated on May 10, ing to eCLnty officials, equals one- cover future pension obligations
affiliate of the parent company 1976 half of last year's increase in the Last year, the county made a

"Food Fair is being penalized in On July 19, 1976, Food Fair made Ccnsumer Price Index contribution equal to 736% of its
this decision because its agent, ltS first demand upon Stonewall for Only 177 retirees, those who re- total payroll to the annuity reserve
Adams, Scott & Conway, was not payment of $474,251 Stonewall re- tired befcre 1981, will receive the account
careful in its handling of claims," fused to pay and sent Food Fair a 5% increase, Bucks County benefits Upon an employee's retirement,
noted Mr McHale "No obligations letter in September saying that it officials say The remaining 27 pen- the county contributes to his indi-
were placed in Stonewall's contract intended to rescind all four policies sioners won't receive the increase vidual account on a schedule that's
with Food Fair as to how reserve These were part of an insurance because they are beneficiaries of based upon the retiree's final aver-
figures should be calculated," he program that Included specific and retirees or worked in 1981 age salary for the last three years of

liift
noted aggregate excess as well as um- Approximately 1,500 permanent employment and the retiree's

One attorney termed the decision brella policies for which Food Fair county employees are covered by length of service to the county
"very Solomon-like " Coverage claims to have paid about $17 mil- the county's $16 million contribu- The total lifetime cost of the new
was upheld for three years and re- hon in premium tory pension plan Participating benefit increase is expected to be
scinded for the fourth, but the ex- Shortly thereafter Stonewall employees annually contribute be- nearly $280,000-all of which will
clusion of legal costs in the first filed suit charging Food Fair and tween 7* and 19% of their pay to be funded with interest earned on

Fia]IT year could substantially mitigate /or its broker, Adams, Scott & Con- the plan last year's pension investments

HCA to insure new affiliate in captive
Continued from page 2 staff three remaining members, HUG lS retaining about 25% of their ex-
Hospital Affiliates, had as its first "An individual account s flexibil- still viable" pected losses HUG takes all losses
priority providing one insurance ity is definitely limited when it is Liferrark Corp of Houston, Na- above that aggregate retention,
package for all its owned and man- involved in an industry insurance timal Medical Enterprises of Los buying reinsurance on a per-occur-

Flem"*- aged hospitals company," noted Mr Reeves Angeles and Charter Medical Corp renee basis for losses exceeding $2
Before the acquisition of Hospital "With our own captive, we are lord of Macon, Ga, are the remaining million to a $10 million limit for

Affiliates, all of HCA's 197 owned and master of the domain " HUG members Their growth of professional liability
or managed hospitals were Insured In addition, in industry captives, beds insured will generate about HCA was offered per-occurrence

J. H Ferguson & Associates provides by HCA's Tennessee-based captive "all participants' interests are not the same premium volume upon insurance only, which it consideredefficient service for those risks con-
Parthenon Insurance Co With the necessarily the same," he added the June renewals as the four origi- closely enough to continue negotia-sidering a self-insured retention acquisition of Hospital Affiliates' 54 The amount of additional pre- nal members of HUG did in 1976 tions beyond the original deadlineprogram

owned and 100 managed hospitals mium to flow to Parthenon on the using ccmparable rates of Dec 1, 1981 HCA announced its
You can depend on our expert- insured by Hospital Underwriting former Hospital Affiliates risk will Mr volpe of M&M agreed "if decision Jan 1

ence and competence in handling Group, HCA acquired a 4875% be determined by Parthenon ac- ECA had stayed in with the risk HUG will redeem the 48 75% ofcoverage excess of Self-Insured Re- holding in HUG tuaries, Mr Reeves noted There shared proportionate to size, HCA HUG shares now held by HCA, in-tentions Self-insurance should not
HCA couldn't put all its risks are no coverage problems created would 1- ave been insuring others creasing the percentages of owner-be thought of as a gimmick to cut

with HUG because "HCA's size was by the account move since both That problem could have been ship among the three remainingrates nor should it be seen as an

disproportionate to the other HUG HUG and Parthenon underwrite solved oy layering a different in- members HUG might be interestedalternative to conventional insur-

ance, per se We review the financial members," said Robert A Reeves, occurrence form policies sirance program for HCA, Mr in accepting new members, which
condition published in an annual HCA risk manager and president HCA may still have accounts to Volpe sa_d it had not been in the past Hospital
report and analyze the latest of HCA's Health Services Group settle with HUG, however It is HUG's insurance contracts are Affiliates had been the most op-
audited financial statement, and we Putting all of HCA's medical subject to premium calls tf losses written to respond to aggregate posed to opening up the member-
can suggest levels of loss retentions malpractice premiums with HUG exceed projections and entitled to losses with its members essentially ship
compatible with fiscal prudence and would have made HCA dominant share in favorable underwriting
general good practice over the three other members com- results for the period Hospital Af-

Some of our guidelines i nclude bined, with HCA generating 75% of filiates was insured by HUG, since '
the following the premium volume it was founded in 1976

. A copy of the contract between "The theory of insurance," noted
the insured and claim handler Mr Reeves, "is that the losses of a Mr. Reeves calls "intangible" When
must be submitted within one fewarepaidbymany, butwithone the suggestion that HCA would
week of policy inception so much bigger, you ask who was have improved its defense against you need »74-

• This contract should be spect- spreading risk and who was assum- an Internal Revenue Service attack
ftc on the handling of pay- 1ng lt " on the tax deductibility of premi- help in /_
ments for expenses and losses HUG offered HCA a differently ums paid for insurance if it had

structured insurance program so used HUG It is generally accepted• We must receive written noti- structured .

fication of disagreements be- HCA wouldn't dominate the indus- that the risk-shifting and distribu-
tween the claim handler and try captive, but HCA preferred tion in an industry captive qualifies
insured moving the insurance to Parth- it as an insurance company for tax settlement

enon, which reinsures with Gen- purposesMake J H Ferguson & Associates
your headquarters for SIR business eral Reinsurance Corp and the Parthenon already underwrites negotiations,

London market insurance for unrelated risks, MrFor additional information regard-
Ing our program, please contact your Parthenon, with $70 million in Reeves noted, referring to the contact

assets, is almost as large as HUG managed hospitals and doctors ltlocal wholesaler.

with its $80 million in assets And insures Underwriting unrelated R,Tucker Fit-Hugh. 4-_z,_Parthenon, which underwrites business lS considered by most tax
medical malpractice insurance for experts to qualify a captive insurer

/* 1. H. FERGUSON doctors practicing in its owned and as a bona fide insurer for tax pur- International Sureties, u[L
managed hopitals and other lines of poses, although no one agrees how & ASSOCIATES insurance for HCA, now under- much unrelated business is needed -Surety Facilities in America, Canada, Europe, Asia-
writes about $30 million in premi- HUG, also domiciled in Tennes- CONTACT

SURPLUS LINES UNDERWRITING MANAGERS ums against capital and surplus of see under the state captive insur-
$12 million, compared with HUG's ance company law, is managed by J[nternational R T Fitz-Hugh,

1415 Richards Bldg .
New Orleans,P 0 Box 3016 · Evanston, 111 60204 anticipated $9 million in premiums Marsh & McLennan Admitting it

Telex 206-585 beginning June 1 against $10 mil- is "a little disappointing" to lose the Bureties, Iltb. Louisiana 70112 USA
Tel (504) 581 6404

lion in capital and surplus Parth- HCA business, M&M Vp Peter Telex 6821119 INSURUW

enon has its own management Volpe said, "With the growth of the
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Congressman wants to tackle MEI problem
Continued from page 1
to audit the financial records of

California's estimated 75 self-

funded METs, said Frank Damon,

chief deputy commissioner.
"The law we would like to see

passed in the Legislature would
give us the authority to close down
an unauthorized MET," Mr. Damon
added.

"We want to be able to go in and
look at the books and freeze the

assets if an MET looks insolvent."

METs are able to avoid state reg-
ulation by contending they qualify
as a benefit plan under the Em-
ployee Retirement Income Security
Act of 1974, which pre-empts state
regulation of benefit plans.

In order for the Labor Depart-
ment to recognize a self-funded
MET as a bona fide employee bene-
fit plan under ERISA, the MET
must prove it is under the control

of the participating employers,
rather than being controlled by a
third-party administrator. Few
self-funded METs are able to meet

this test.

Jeffrey Clayton, the new admin-
istrator of the Labor Department's
Office of Pension and Welfare

Benefit Programs, has pledged that
the department will move faster on
individual requests from states to
determine if METs are employee
benefit plans covered by the Em-
ployee Retirement Income Security
Act and thus exempt from state
regulation.

Mr. Clayton also says that the de-
partmeht will attempt to have state
insurance departments serve as its
investigative arm to examine mul-
tiple employer trusts that say they
are exempt from state regulation
under ERISA.

"That method would at least be a

step in the right direction," said Mr.
Damon of the California Insurance

Department.
"California would be happy to

work with the Department of
Labor on such a proposal," he
added.

He said the California Insurance

Department currently is investigat-
ing four MErs that are insolvent or
very close to be being bankrupt.
Many states have literally tripped
upon insolvent trusts only after in-
vestigating complaints from em-
ployees who can't get their claims
paid through the trust.

When the Labor Department
issues an advisory opinion that an
MET is not an ERISA benefit plan,
state regulators then have powerful
ammuhition to close down finan-

daily unstable METs that cannot
meet state requirements for insur-
ance companies.

Ingestion theory upheld
in Wisconsin DES ruling
Continued from page 2

Under the exposure rule, inges-
tion of asbestos fibers or DES is

considered the cause of the subse-

quent injury and should trigger in-
surance coverage.

The manifestation theory holds
that bodily injury occurs when a
long-latent disease is diagnosed or
discovered, and that should trigger
coverage.

Litigation to resolve the issue of
liability in long-latent disease
claims has progressed more quickly
in asbestos-related injury cases
than in DES cases. In asbestos

cases, a district court has ruled in

favor of exposure, two federal ap-
pellate courts have preferred expo-
sure and a third declined to choose

between the two competing
theories (BI, Nov. 3, 1980; June 29,
Aug. 31, 1981).

In that decision, the District of

Columbia Court of Appeals ruled
that Keene Corp., an asbestos
maker, could tap the limits of any
single liability policy covering its
products over the entire period be-
ginning with a claimant's initial

exposure through diagnosis of an
asbestos-related disease (BI, Oct. 29.
1981).

Timothy R. Johns, president of
Kremers-Urban Co., expressed
great relief with the Milwaukee
court's decision in the DES case.

"We thought we had insurance all
along and then all of a sudden
about a year ago they (American
Employers/Commercial Union)
sent us a letter and said they
wouldn't defend us."

Up until then, American Em-
ployers/Commercial Union had
been handling the defense of
claims under a reservation of

rights, he said. Most of the cases
Mr. Johns termed "nuisance suits"

were filed in states where the small

company never marketed its prod-
uct.

"But we still have to defend our-

selves," he stressed.

"A prelimiary review of the de-
cision leads me to conclude that we

will probably appeal," said William
E. Bailey, Commercial Union's se-
nior vp.

"The judge appears to have

The Di fference: Ease of Use

Insurance Profit Center

VS

Cash Flow Programs

The Insurance Profit Center (IPC) is structured as a conven-
tional retrospectively rated policy where the insured
corporation rather than the insurance company earn the
investment income on the loss reserves.

Any agent/broker can use the I PC to write new business by
taking 6 easy steps:

1. Introduce concept to prospect
2. Obtain underwriting information
3. Submit underwriting application to an insurance carrier
4. Request insurance carrier to quote IPC program
5. Request ANECOM to prepare a cost comparison
6. Present sales proposal to your client

For a special brochure on "How to Sell The Insurance Profit
Center" please call(215) 569-1800 or write:

R i\NECOM
Aneco Marketing Company, Ltd.

1900 Market Street

Philadelphia, PA 1 9103

looked strictly at policy language
and overlooked vital issues."

The judge did not allow testi-
mony of medical experts and failed
to consider the underwriting pro-
cess in his assessment of liability,
Mr. Bailey noted. Insurance com-
panies need to be able to close off
an underwriting cycle at a point in
time so they can assess their per-
formance like any other business.

This is not possible under a pure
exposure theory, he pointed out.
That's because exposure does not
necessarily trigger liability. Some
people who have been exposed to
asbestos or who have ingested DES
never develop disease. The bodily
injuries cannot be said to occur
until they are discovered, he said.

There is a clear streak of consis-

tency in various courts' rulings on
the manifestation vs. exposure
theories, noted Ray Rauch, general
counsel at Eli Lilly & Co., a major
manufacturer and marketer of

DES. "Both the Squibb and
Kremers-Urban decision favored

the insured," he said.
Mr. Rauch's comments echo

statements made by other legal ob-
servers about diverse court rulings
in asbestos insurance coverage
cases. The single thread that
weaves those decisions together is
the courts' apparent preference for
whichever theory maximizes in-
surance available to a particular
policyholder.

Circuit Judge Michael D. Guolee,
who wrote the Kremers-Urban de-

cision, specifies that the company's
policies also cover any damages
that could arise against the com-
pany under the enterprise liability
theory.

A New York appellate court has
ruled that manufacturers of DES

may be held jointly liable for a
plaintiff's injuries even if the spe-
cific manufacturer who furnished

the drug to the victim's mother
cannot be identified. Because DES

makers undertook collective efforts

to promote, advertise and manufac-
ture the drug, they should be held
jointly liable for damages, the court
reasoned.

Kremers-Urban manufactured
DES under the brand name Stilbes-

trol from about 1947 to 1962, ac-
cording to court documents. The
substance was prescribed to preg-
nant women to prevent possible
spontaneous abortion of fetuses.

Some medical researchers allege
that women whose mothers took

DES have developed cancerous or
pre-cancerous lesions of their cer-
vix and vagina and that this condi-
tion is a direct result of their moth-

ers' ingestion of DES. •

But the Labor Department says
states also can try to close self-
funded METs before an ERISA rul-

ing is made. However, in some
cases where this has been done,
courts have not upheld the state's
action saying the Labor Depart-
ment must first rule on the MET's

status as a benefit plan.
Rep. Erlenborn's call for con-

gressional hearings on METs marks
the second time in three years that
Congress has looked into the health
trusts.

In 1978, former Sen. Jacob Javits,

R-N.Y., and Sen. Harrison Wil-
liams, D-N.J., proposed, as part of
legislation to overhaul ERISA, fill-
ing the legal vacuum that sur-
rounded METs by defining
whether or not federal or state reg-
ulation would apply.

In their ill-fated ERISA Im-

provements Act of 1978, S. 209, the
ERISA architects said if MET par-
ticipants had a commonality of in-
terest-such as belonging to the
same trade association-then the

plan would be considered an
ERISA employee benefit plan and
regulation would be at the federal
level (BI, May 15, 1978).

Since self-funded METs gen-
erally are marketed by third-party
administrators to unrelated com-

panies and individuals, few METs
would have been able to qualify for
federal regulation under this test.

Without regulation under
ERISA, the plans would have been
clearly subject to state regulation.
Few, if any, self-funded METs can
meet state insurance requirements
and those failing to gain federal
status would have been forced to

close.

But since the Williams-Javits bill

died after it was approved by the
Senate Labor and Human Resouces

Committee in 1979, Congress hasn't
considered the problem of METs.

Rep. Erlenborn said he thought
Congress, in passing ERISA in
1974, clarified benefit regulation.
While ERISA pre-empted states

from imposing benefit require-
ments, the pension reform law still
left the states with the power to
regulate insurance operations.

But Mr. Erlenborn conceded that

MET regulation may be a "gray
area."

Any legislation that may be nec-
essary to curb MET problems has to
be carefully drafted to ensure that
federal pre-emption of state benefit
requirements is not weakened, he
said. "That is why hearings are
needed."

Most state officials agree there
are problems regulating METs, but
so far only California is seeking
more authority to regulate self-
funded METs.

"The problem with these trusts is
that you have to chase after them,"
says J.H. Easterwood, an insurance
investigator with the State of Ala-
bama.

"By the time we find out people
aren't getting their bills paid, the
so-called MET has folded up and
moved on to another state," he said.

The National Assn. of Insurance

Commissioners is aware of the

problem, says David Brummond,
the group's acting staff director, but
he said there isn't any committee
within the association assigned to
study the problem.

The Coalition of Insurance Legis-
lators has talked about METs and

how the trusts are getting around
federal or state regulation.

"It's an area we want to get in-
terested in," said a spokesman for
COIL, an organization of state leg-
islators interested in insurance reg-
ulation. •

BC/BS rate hike OK'd

LANSING-Blue Cross Blue

Shield Corp. of Michigan has been
granted as average 17.5% rate in-
crease for area-rated groups.

The rate hike, which affects

about 700,000 people, will total $55
million. Area-rated groups include
small employers. •

SOLU

All Classes of

Non Life Reinsurance

International

Domestic

Treaty
Facultative

An Imaginative Market
for Intermediaries

Downtown New York and Facultative Offices

55 John Street New York N Y 10038

Telephone (212) 619 1040 Telex 968352

Management and Treaty Offices
1212 Avenue of the Americas New York N Y 10036

Telephone (212) 398 8800 Telex 968420
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[£61 C
Associates, Inc.
170 Broadway
New York, N.Y. 10038
4212) 227-8000

SALES

PRODUCTION

PHILADELPHIA

We are a top teri broker and
have an opening for a sales
person who has property and
casualty experience. We'd con-
sider a company person wit,
extensive technical background
who is sales oriented. A book
of business would be a definite
plus. The position is sales and
some service of commercial ac-

counts. Send resume to: R. J.

Walton, Res. V.P., James S.
Kemper & Co., One Bala Cyn

Nl rom:. 428. Bala Cym·

EMPLOYE BENEFITS MANAGER

City of Milwaukee
This position offers a challenge to an individ- 1
ual with initiative, creativity and problem-
solving ability. Responsibilities include de-
signing, implementing and administering a
consolidated employee benefits program in a
two-phase approach:

1) Consolidating benefit functions now per-
formed by various departments, and

2) Developing and organizing a. coordinated i
employee benefits program.

Requires a minimum of 5 years experience of
increasing responsibilities in employe benefits
management. Colltge degree desirable. Salary
to the mid-thirties. Send resume immediately
to: James P. Springer, Assistant City Person-
nel Director, Box EB, Room 706, City Hall,
200 East Wells St., Milwaukee, Wisconsin
53202 or call (414) 278-2260 for application.

An Affirmative Action Employer

ACTUARIES-CALL GLENN WOOTTON
CHIEF ACTUARY-Medium-large company specializing in the
commercial P&(3 business offers a ground-floor opportunity·
for ACAS or FCAS ready to start their own operation. You
will work with 2 Sr. VP's to develop the company's first
dept. Major responsibilities will be in the pricin.g. reserving.
filings and large risk pricing areas. $5OK

CONSULTANT-Major life consulting operation with many 10-
cations nationally has started a P&C consulting operation. This
is the *2 position in the P&£ division & will lead to mimit
of one of the offices at a different location. This opportunity
is strictly ground-floor and has unlimited potential. Strong
communication skills and the ability to work well with people
are requirements along with confidence in one's technical abil-
tty. $6OK

ACAS-Major co. seeks actuary to run pricin & reserving op.
erations for one of its major subsidiaries. You will be directly
responsible for input to top .ngmt. that will affect the profit-
ability of this co. If you want a position that has as much or
more input as the underwriters in co. decision-making process.
this one 12 for you. This is a hands on position & requires 6
exams to qualify. $36K

#22 ACTUARY-This is a mid-sized co. in a Southern location.
They have a good mix of commercial & personal business. The
operation is run by an FCAS that supervises 2 students. This
requires 5 exams to an ACAS & will involve pricing & product
development. You will supervise one student & support staff &
have constant contact with sr. mimt. in the co. $36K

BROKERS & SPECIAL RISK-ALL RAY J. CROWLEY
MARKETING REP-This 15 a unique opportunity with a very
aggressive, major competitor in the brokerage arena. This par-
ticular situation deals with the entertainment industry. and is
expanding. If you have 2 + yrs. prop. & casualty exp. & are
looking to grow, this could be it. Beautiful medium size, SW
city. $ OPEN

LONG HAUL PRODUCER-If you have several yrs. in the
trucking sector of the industry & am looking .to expand 4
benefit from a growing. aggressive. national broker. this is a
great opportunity. You must have good credentials & be willing
to make more than moderate money.
COMMERCIAL PRODUCER-This is a new branch office for a
major firm. They are looking to form their nucleus right now.
lf you are a good production person or a fireball looking for
6 figures. there is room for you in this operation. Reap the
benefits of this ground-floor situation. $$$$

INTERNATIONAL INSUIMNCE
CONSULTANTS,INCORPO]MTED

DIVERSIFIED EXECUTIVE SEARCH SERVICES
5301 N. Dixie Highway, Ft. Lauderdale, FL 33334

800-327-8228

INSURANCE AGENCY

FOR SALE
Anw-al commission income $200,000 +
859= commission, 15% personal. Soft
market no problem. increased 20%

last yeir. Los Angeles suhurban area.
e*t ·in 1016, Accounting hy computer.
Own ('air terminal. Cash sale pre·
rene:].

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

INSURANCE SALES

One of the country's leading
Se hinsurance 3rd Party Ad-
m listrators seeks a licensed

P-& C producer with previous
Wbrkers' Comp. sales exp. to
sel: Self-Ins. Workers' Comp.
plans. Initial salary & com-
plete benefit package of-
fered. Call or send resume to:

K.R. Allen
PENN GENERAL SERVICES

OF MICHIGAN, INC.
P.O. Box 5007

Southfield, MI 48037
313/353-5800

I RISK MGMT/$40-5OK I
Risk Manager, Fortune 200 Co.

REINSURANCE/$3545K
Facultative & Treaty

CARRIERS/$2545 K
Int'l Special Risk Primary

BROKERAGE/$35-45K
Account Executive

a. bieber
170 Broadway, NY. NY 10038

212-349-0710

275 Rte 18. E. Brunswiek, NJ 08816

201.238-5963

-.Risk Managemeni-

• Corporate
National • Insurance

Placemenf Company
• Brokerage

MARTY HOC>ES, ARM
(212) 697-3358

-1--»\ IRM Division
C RM  Insurance Risk
- Management

- Career Guides Agency -
415 Lex. Ave., NYC 10017

53181*11**E*ErEI*j*m*j28**3«
PROGRAM
MANAGER
Loss Prevention
Your thorough knowledge of fire protection and
prevention will help you plan, organize and imple-
ment the fire protection and loss control programs
for this multi-national corporation.

The broad scope of your activities will involve you
with: special loss prevention studies regarding
high value, high technology operations; controlling
activity between insurance carriers and company
locations; optimizing the cost/benefit relationship
of capital expenditures relating to loss prevention;
conducting safety reviews at our various locations.
You'll also act as our fire protection engineering
expert at federal, state and local levels, and will
be involved with influencing fire protection legis-
lation through your relationships with fire protec-
tion authorities and trade associations.

Requirements include a BS in Engineering and an
MS in Fire Science or Fire Protection Engineering,
as well as CSP and PE designations. Your 7 or
more years experience in safety and loss preven-
tion should include a thorough knowledge of fire
protection/prevention with a basic knowledge of
manufacturing operation and commodity storage
techniques. You must also be conversant with the
application of regulations for OSHA, HPR insur-
ance and NFPA. Experience with international fire
protection standards is preferred.

To find out about our excellent salaries, outstand-
ing benefits and career opportunities. please send
resume and salary history to Mr. Bruce D.
Goodman, Becton Dickinson and Company, Mack
Centre Drive, Paramus, NJ 07652. An equal oppor-
tunity/affirmative action employer.

INSIDE BECTON DICKINSON

• A billion dollar multinational health care
company.

• Widely diversified with leadership positions
in medical, diagnostic and industrial safety
products.

• Products for use by health care professionals,
medical research institutions, industry and
the general public.

Caring for people is our business

BECK)N
-Dicimwi

5%

SAN FRANCISCO

BAY AREA NATIONAL

INSURANCE BROKER

seeks Property and
Marketing Manager

This position is immediately avail-
able for an experienced individual
who has broad experience in the
Property field with heavy expertise
in HPR business. This is a senior
position in the organization with
strong upward mobility possible.
We offer excellent benefits and
salary commensurate with experi-
ence. Please reply by resume, in-
cluding salary history/rquirements
to

Box 521,.BUSINESS INSURANCE
740 Rush St., Chicago, 111. 60611

BUSINESS

INSURANCE

invites you

to get acquainted
with the

Insurance

Services Guide.

Please see

page 66.

OCEAN MARINE
SPECIALIST

Alexander & Alexander Inc., the world's second

largest international insurance brokerage firm, has
an excellent career opportunity for a motivated pro-
fessional to work in our Chicago Ocean Marine
department.

The ideal candidate will have ocean marine man-

agement and production experience. You must be a
poised and aggressive self-starter, and excellent
communication skills are also necessary. Primary
responsibilities will be new business development
and servicing existing accounts.

We offer an excellent compensation package, a dy-
namic environment to work in and an opportunity
to grow. If you would like to pursue this in strict
confidence, please mail your resume, letter, or call:

Carol Donald

Alexander

8Nexander
130 East Randolph Drive

Chicago, IL 60601
(312) 565-6311

M/F Equal Opportunity Employer V/H

INSURANCE

PROFESSIONAL
The Goodyear Tire & Rubber Company has an open-
ing for an experienced risk management and insur-
ance professional to participate at department man-
ager level in the administration of corporate risk
management programs.

Responsibilities will require:

• Identification of newly created risks
• Devising new methods of coping with such risks
• Negotiation of insurance contract terms
• Renewal of existing insurances
• Negotiation of insurance settlements
• Frequent verbal and written presentations

Candidates should have eight to ten years corporate
risk management or related insurance company and/
or brokerage experience. CPCU or Law degree pre-
ferred.

Send detailed resume in confidence to:

K.F. Easterling
Salaried Personnel

THE GOODYEAR TIRE & RUBBER CO.
Akron, Ohio 44316

GOOu#YtAIIIr



Was Hyatt cover extended after mishap? N.Y. law firm to defend Air Florida
Continued from page 3

Continued from page 3 These assurances led the judge to M&M's court-filed response to wings or control surfaces may have contributed to the accident.
respond conclude that insurers had commit- Hyatt's questions appears aimed at Ms. Tirado's suit, filed by attorney Bill Wagner of Tampa, Fla.,Marsh & McLennan, in its court- ted $151 million to settlements preserving the position of a broker

seeks compensation for medical expenses, loss of earnings andfiled response to questions about ltS In their papers, Pine Top, Insco that only acts an intermediary be-
role as broker for both Hyatt and and Centaur tween the insurance buyer and in- earnings capacity, physical handicaps and disabilities, physical
Hallmark/Crown Center, offers • Say Crown and Hallmark surer It refused to respond to many and mental pain and suffering and severe emotional trauma. It
little explanation were not named as insureds on coverage questions, deferring to the does not seek punitive damages.

The final liability costs from the Hyatt's $1 million primary insur- policies themselves In other crash-related developments:
collapse that killed 113 and injured ance policy underwritten by Occi- In the answers signed by Mr • Attorneys for Katherine W Erickson of Decatur, Ga., the
at least 200 are estimated at $100 dental Fire & Casualty Co of North Clemerlts, the broker wife of deceased crash victim James L. Enckson, filed suit Jan.
million to $150 million Carolina or on the first excess pol- • Says U never advised Crown 18 in U.S. District Court in Washington, seeking a class actionA total of $330 million m insur- icy as it was issued by Northbrook Center/Hallmark that they' had and a total of $370 million in damages for all the victims. It was
ance is available to pay claims, with Occidental "accepted" both been added as "additional in-

the first suit filed. Air Florida is to respond by Feb. 8.Hyatt holding $200 million and Crown Center and Hallmark as ad- sureds" to Hyatt's line of insurance,
Hallmark/Crown Center $100 mil- ditional insureds after the skywalk as certificates issued on M&M As is customary in large disasters, attorneys "forum shop" for ,

lion Another $30 million is held by disaster, they say "As with Occi- blanks state " . No such advace the state or federal court that they feel is most likely to yield jury
prime contractors for the hotel dental, Northbrook insured Hyatt was necessary or given" awards or settlements favorable to their clients. Most of the suits

The three excess insurers are as a named insured, and, after the In effect, M&M is saying that in- will likely end up either in Florida courts or in the federal court
asking whether actions by M&M or accident on July 17, 1981, 'accepted' surance certificates speak for insur- in Washington.
other insurers had the effect of ad- Crown and Hallmark as insureds ance companies, not for M&M • Air Florida may face higher rates when its hull and liability
ding Crown Center and Hallmark 'at the request of the broker "These defendants are not insur- policy comes up for renewal in February, said a broker at Craw-
to the excess insurance they pro- In another document, they say, ers, and do not 'make' entities in-
vided Hyatt above Northbrook " ley, Warren & Co Ltd. of London, the Igloyd's broker that placed

Northbrook, at the request of sured," M&M says
If Northbrook exhausts ltS $25 Hyatt's agent and broker, 'recog- 95% of the airline's insurance. The other 5% was placed in the• Contends Hyatt and Crown

U S. market through Aviation Office of America Inc. of Dallas.million liability layer on settle- nized' Crown and Hallmark as in- Center/Hallmark were each effec-
ments made on behalf of Hall- sureds under Northbrook's policy," tively named on all the policies is- Fred S. James & Co. is the airline's U.S broker.

mark/Crown Center as well as after the accident sued by the 24 insurers at the time The deductible on an aviation policy does not apply when
Hyatt, the three excess liability • Contend Marsh & McLennan of the skywalk collapse, despite there is a total loss, so Air Florida's insurance will kick in on the
want to know if they are necessar- lS not their agent and Crown Cen- disputes by the various companies first dollar of the loss, the Crawley, Warren broker said Avia-
ily liable to pick up claim costs ter/Hallmark were not "additional to the contrary But the brokerage tion policies include deductibles for partial losses, like $250,000

Hallmark/Crown Center's pri- insureds" on their policies, as at declined to answer Hyatt's query of for damage to an engine from ingestion of birds or foreign ob-
mary insurer, Commercial Union least one M&M-issued insurance exactly who was "insured" by each jets and $75,000 for damage on the ground.
Insurance Co, has yet to pay any certificate states Attached to the policy, saying the question is too • A technical secretary of the British Airlines Pilots Assn,settlements, they point out legal papers is a Sept 24 letter to broad M&M does assert, however,

They also ask if Northbrook Hyatt Corp from the underwriting in answer to another question, that Terrence Staples, said in London that Boeing Commercial Air-

acted properly in "gratuitously"- manager for the three companies, Crown Center/Hallmark are addi- plane Co. during a seminar outlined 12 Incidents of 737 pilot
to use their term-accepting Crown Baccala & Shoop Insurance Ser- tional insureds on each policy control problems during icing conditions since 1973. Boeing ref-
Center/Hallmark as additional in- vices of Newport Beach, Calif, • Refuses to answer whether it uses to discuss the incidents.

sureds and then undertaking to set- stating that they received "no has been authorized at any time Mr Staples told Buslness Insurance that seven incidents in-
tle claims in their behalf as well as proper notice" of any additional in- since 1979 to act as an agent for any volved 737s flown by Lufthansa German Airlines and others
Hyatt's before Commercial Union sureds added to the policies of the 24 insurers involved in the involved craft flown by Eastern Provincial Airways Ltd. m
has paid anything • Deny they authorized M&M Hyatt disaster, saying it would be Canada, Braaphens (SAFE) Air Transport in Norway and British

Mr Clements termed it "very "to issue any certificates of insur- impossible to search the records of Airways.unfortunate" that the excess insur- ance to Crown Center " all of its offices to check for sure
The Federal Aviation Administration said it is searching ltSers have-taken the position they do Northbrook, in its response to Northbrook says in its court-filed

not cover Crown Center/Hallmark Hyatt's questions, declines to say answers that M&M was not its offi- records for any similar incidents in which Boeing said the 737
on their Hyatt policies whether or not Hallmark/Crown cial agent after Jan 1, 1979 had exhibited a tendency for the nose to uncontrollably pitch up

Although Pine Top, Insco and Center were additional Insureds M&M says it sent certificates to and the wings to tlp, often referred to as "pitch-up, roll-off "
Centaur raise questions about under the policy on the day of the Crown Center/Hallmark in early In June 1981, Boeing issued an operations bulletin to all air-
Northbrook's coverage in court accident. "Northbrook objects to 1981 showing Crown Center/Hall- lines that fly 7375 warning of this tendency, which itt said could
documents, the three insurers are this interrogatory on the ground mark as named 1nsureds on Hyatt's be caused by an accumulation of ice on the leading edge surfaces
apparently prepared to step in and that it requires Northbrook to form insurance line that included North- of the aircraft's wings
begin paying settlements when a legal conclusion as to what com- brook Later, it issued another cer- r The British Civil Aviation Authority issued an order two daysNorthbrook exhausts its $25 million prises 'additional 1nsureds "' It tificate altered only to omit North-
layer, according to a transcript of a adds, however, Northbrook "has brook A separate certificate on after the Air Florida crash requiring 737 pilots to increase their
meeting with the Judge on Dec 30 recognized Crown Center and Northbrook paper was issued takeoff speed by two knots and lift the nose at a rate of no more
Northbrook so far has paid out Hallmark as 1nsureds and lS pres- showing Hallmark and Crown than three degrees per second during takeoff to compensate for
about $15 million ently providing a defense to them " Center as named insureds the tendency.

In addition, Hallmark's primary Mr Clements' assertion that All the certificates contain state- NTSB souces say several witnesses to the Air Florida crash
insurer, Commercial Union, has Northbrook was convinced to fol- ments that they are issued for in- said the airplane was pitched up from 20 degrees to 30 degrees at
told the Judge it would pay settle- low the form of an underlying pol- formation only and "do not amend, the time it struck the bridge, a few seconds after takeoff
ments to continue the settlements icy implies the Occidental policy extend or alter the coverage af-
while liability is litigated did name Hallmark/Crown Center forded by the policies listed
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NEIL headed toward $1 billion limit Winter's wrath
Continued from page 2 Mr Proom's suggestion of 12 2% of any loss, up to a maximum
are still "in the market" for excess greater cooperation among the of $61 million
property capacity, the group will three groups apparently has not This excess capacity is set to in- Popping pipes a danger
make no predictions on when met with much success crease again on March 15, Mr
larger limits will be available or Mr Proom concedes that most Pimm says, and the captive expects Continued from page 3
how high they will be nuclear utilities have chosen the bimonthly increases thereafter "as of the South because managers Just weren't ready for it They never

In an address to insurance and NEIL program more resources become available " had to worry about freeze-ups and ice damage before," he said
utility officials last fall (BI, Oct 5, He also confirms that NEIL's excess capacity program Pipefitters and heating contractors also were swamped with repair
1981), Mr Proom called for greater ANI/MAELU and NML officials currently has 22 member utilities work, so the RSVP engineers also offered safety and security advice
Cooperation between the still have not met to discuss any co- with 26 sites and 38 nuclear gen- to keep property damage claims to a minimum until the systems
ANI/MAELU pools and the two operative arrangements although erating units could be repaired
nuclear industry groups that also they did have "preliminary discus- ANI/MAELU are still working Low-rise office buildings, usually considered excellent property
provide nuclear property insurance sions" on the matter on their own excess property pro- risks, also became vulnerable
-NEIL and Nuclear Mutual Ltd "The door is open as far as dia- gram, and Mr Proom says the "Many of these buildings have drop ceilings with water pipes run-

NML, a second Bermuda-based logue goes," says Mr Proom group does have interested rein- ning along the metal roof But the owners usually haven't prepared
industry captive, provides $450 In the NEIL program, says Bill surers in the London market and for getting heat up there if the general heating system goes down,"
million in primary property insur- Pimm, the captive's general man- foreign insurance pools Mr Leedy says
ance to its 27 member utilities ager, $247 million excess of $500 The pools first hope to boost their IRI advises care with any temporary heating system, adds Val

Citing the limited worldwide ca- million is currently available to $450 million primary capacity to DalPonte, IRI engineer in charge of the Chicago field office.
pacity for insurance for nuclear fa- member utilities $500 million sometime this year by "The ice damage problem can easily turn into a fire protection
cilities, Mr Proom said combining This excess cover is split between adding to it in small increments, he problem Most temporary heaters are gasoline or kerosene fired
the capacities of ANI/ MAELU, NEIL and commercial reinsurers in says They also hope to provide ex- They need to be ventilated and protected from bumps.
NML and NEIL in either quota- the London market on a quota- cess coverage as more capacity be- "Overturn one of those liquid-fueled heaters and you've got a big
share or excess agreements is one share basis, with NEIL providing comes available spill-fire on your hands," Mr DalPonte warns
sure way of providing nuclear uti- up to a maximum of $186 million "We're in the market and we're If you have to shut down fire protection systems for any planned
lities with the coverage they need London reinsurers also will pay still pursuing it," he says or emergency reasons, IRI engineers say

• Try to plan for one impairment at a time
• Brief department heads in areas where fire protection will be

Replacement power program grows shut off

• Notify the public fire department
• Notify your alarm service or security agency

Continued fTom page 2 The captive, which started with Retrospective assessments may • Alert the plant fire brigade
In approving the program, the 25 member companies, has since equal a maximum of five times the • Prepare emergency access to impaired areas.

Maryland PSC found "The need grown to 34 members and insures annual premium in the event of a • Make sure all other plant fire protection equipment, like porta-
for such coverage is best illustrated 53 units at 35 sites It is managed by significant loss ble extinguishers or sand buckets, are ready for use
by the effect that the incident at M&M (Bermuda) Ltd Utilities participating m the pro-
the Three Mile Island Nuclear The program protects against gram must first undergo a risk in- Rock fans are left out in the cold
Power Plant has had on the finan- losses from accidental radioactive spection performed by M&M Nu-
cial condition of General Public contamination and other physical clear Protection Consultants, a di- Continued from page 3
Utilities Corp damage in instances where an acci- vision of Marsh & McLennan Inc will examine the contract with the rock star to see if there are any

"As a result of that accident," it dent robs a utility of its generating Coverage has grown from the contractual obligations the promoter must pay-including the per-
continued, "GPU is facing not only capacity Policy exclusions include program's initial weekly indemnity former's fee

maJor repair costs, but also is incur- gradual accumulation of radioac- of $2 million, and Mr Pimm is opti- If the promoter pays the performer and is not obligated to, there is
ring substantial additional costs 11 tive contamination, government mistie that additional coverage will no coverage for that expense, he added
purchasing replacement power intervention that shuts down an become available Mr Fitzgerald, who had not seen the contract between Pace and
during the period the nuclear units otherwise operational facility and Once BG&E Joins the program, it Mr Stewart, did not know if Mr Stewart would be paid for the
are out of service " acts of war will pay an annual premium of $3 5 no-show

Both of the Three Mile Island After a six-month deductible, million for its two nuclear generat- Mr Stewart and his band were to play at Hirsch Memorial Coli-
units now are idle and generate NEIL will provide up to $23 mil- ing units The utility also will pay a seum in Shreveport But because of severe weather and poor road
nothing but additional expenses hon a week for the first 52 weeks, one-time reserve premium charge conditions, the trucks carrying the group's equipment could not get
Unit No 2 was knocked out m the says Bill Pimm, NEIL's general of $461,812 to the coliseum nor could necessary equipment be leased in Shreve-
March 29, 1979, accident, Unit No 1 manager and managing director of The Maryland Public Service port.
was pulled out of service shortly M&M's Bermuda operation Commission will allow BG&E to The concert may be rescheduled, but the insurer still will have to
thereafter by the Nuclear Regula- Coverage for the next 52 weeks recover these costs as an operating pay for advertising, ticket printing and other expenses caused by the
tory Commission then drops to one-half that amount, expense, although a final rate de- cancellation

Through November, GPU had or a maximum of $1 15 million termination awaits the outcome of A spokesman for Jam Productions in Chicago said it took out a
spent an average of $24 million a The program, says Mr Pimm, is a separate hearing that should con- $122,500 business interruption policy with Lloyd's of London for Mr
month for replacement power funded by a combination of annual clude sometime next month Stewart's Jan 12 concert at the Rosemont Horizon in a Chicago sub-

NEIL, a Bermuda-based mutual premiums and a retrospective pre- BG&E then will complete its ap- urb However, even though it snowed that night, the show went on
insurance company, was formed in mium assessment plication process with NEIL and The policy would have reimbursed the promoters for out-of-
September 1980 following a study Annual premiums vary from $1 5 file an approved rate, a company pocket expenses in the event Mr. Stewart canceled The premium
by an Edison Electric Institute task million to $1 7 million per generat- spokesman said Costs of the insur- was $3,000
force on insurance that identified a ing unit for the full $2 3 million per ance program could show up on Under the contract with Mr Stewart, the promoter had to buy the
need for such coverage week of coverage customers' bills as early as March business interruption insurance-and supply champagne, peanut

Gerry Hayes, an attorney at the butter and jelly sandwiches and the stage hands Mr Stewart was to
New York law firm of Baker & pay a portion of the premium-but nothing toward the sandwiches
McKenzie, NEIL's U S counsel,

insurance services guide says he knows of no NEIL member British insurers total the losses
that has been denied a favorable

rate treatment by a regulatory au- Continued from page 3
thority Despite the number of claims streaming in, they are unlikely to

While each utility handled regu- affect next year's rates, Mr Harris said
• Fire Protection Engineering For advertising • latory proceedings on its own, "I don't expect that we will adjust rates because of one bad win-

• Sprinkler System Design information m the Baker & McKenzie acted as a clear- ten" he said "Insurance lS a matter of smoothing all the time. You
• Underwriting Reports

• Fire and Security Alarm System Design Insurance Services Guide inghouse for information when don't put the rates up after a bad winter, nor do you put them down
• Building and Fire Code Consultation problems arose after a good summer. One swallow does not a summer make."

• OSHA-Sately Engineering Contact· Barbara Tosheff However, the NEIL program did But, while some businesses are insured for damages caused by the
Schipme, 740 Rush Street face some opposition during the fierce winter, others may not be

SCHIRMER ENGINEERING CORPORATION Chicago, Illinois 60611 proceedings in Maryland British Steel Corp. estimates it will lose almost 100 million pounds
101 Lake Cook Road Deerhem Il 60015·312272 8340 Telephone (312) 649-5340 The People's Counsel, an arm of ($187 million) from three plants in Wales that were closed because of

the Public Service Commission the blizzard "They will lose a total of 5 million pounds in revenue
ATWOOD & CO. representing consumers in regula- each day," a company spokesman said "Multiply that by 10 days and

SMART'S tory matters, raised objections to that's 50 million pounds.Consulting Actuaries

insurance bulletin Claim Reviews BG&E's participation "The balance is made up by the damage to stocks in the plants A
Reinsurance and Reserve Analysis First on its list is possible inter- lot of stuff will have to be scrapped," he said

50 issues weekly $60 00 « for Captives and Self Insurers vention by an agency like the Nu- Water Jackets and piping frozen by the blizzard are expensive to
1120 E 14th St , Suite 'F' SOOO Ambrose Ave clear Regulatory Commission repair And some flooding will likely occur as the snows begin to
San Leandro CA 94577

1
Los Angeles, CA 90027 Should one of BG&E's units be melt

1213) 661-9260 held out of service after an accident British Steel refused to say if these losses were insured
by the NRC, even if it is opera- The nationalized British Railways Board, however, will have to

LOSS RESERVE tional, the utility would not be able dip into its pocket for any losses incurred because of the icy winter.
CERTIFICATION to recover on its policy, the Peo- "We self-insure for most things," said a British Rail spokesman "We

APRIM inc lierger/Acquisition ple's Counsel said make a provision in our funding for insurance "
Total Claim limagement & Technital Ser, fees

John J O C onnor B \ L L B I I \ It also suggested that BG&E in- In December, five people were killed when one British Rail train
MEDICAL MANAGEMENT J. J. O'Connor & Co. vestors should at least share in the smashed into the back of another after a blizzard

and COST CONTROL for
Watch Hill Road

Watch Hill, R, 02891 cost of the coverage It noted the Many sporting events also have been canceled because of the bad
(401) 348-8386 24 hour service

WORKER'S COMPENSATION
comments of Edward C Cooke, weather, and most of the team owners were uninsured for the bum-

AND LONGTERM DISABILITY BG&E's vp for finance, during a ness lost, a Lloyd's underwriter said
-EMPLOYER'S HEALTH- PSC hearing on the matter "Most sports clubs don't insure because it is too expensive for the

• Rehabilitation Nurse Consultants
BENEFITS NEWSLETTER The fact that the insurance number of claims that come in It is not worth it," he said.

• Registered and Certified
• Serving the Midwest Cost containment. plan design. exists and that BG&E is participat- Pluvial insurance, which covers events that are canceled due to

HMOs. health policy, original re

ASSOCIATES FOR PROFESSIONAL search and more A unique source ing in NEIL Will, in the words of bad weather, can run from 2% to 10% of the amount insured The
REHABILITATION AND

of information since 1976 $35 00 Mr Cooke, 'make them feel a little rates are high because of Britain's climate, he said
per year FREE SAMPLE

INJURY MANAGEMENT, INC better about investing in a nuclear
44

Personnel Research Assoc. In this country it does tend to rain a bit," the underwriter said
2625 Butterfield Rd Oak Brook IL E0521 49 Oakridge Rd. base unit in the state of Mary- "And after all, all snow is is freezing rain "

A (312) 789 3600 Verona, N.J 07044 land "'
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170 By MYRON M. PICOULT t

Special to Business Insurance
165 i

BI ticker
160 1 IN OUR LAST COLUMN, we discussed

how a slower rate of premium growth conceived by the industry • As noted, companies that are personal
s: would affect cash flows (investment income It is not a question of whether group auto- lines-oriented with strong agent relationships
ji155
:5 growth) and the ability of the Industry to cut mobile or homeowners coverage is a reality, could be attractive to a commercial msurer
4 expenses We came to the conclusion that it is Just a question of timing Furthermore, • Smaller companies that have either geo-
a= both underwriting strength and a superior more aggressive marketing of commercial graphic or product expertise could become

·60444*f·».SS distribution capability would become in- association group business is here increasingly attractive to both medium-size
7 / creasingly important In fact, the distribution The second avenue is the one that involves and larger companies seeking to round out

/ system ultimately would determine who the a "recommitment" to the personal lines field their product portfohos
Insurance industry stocks declined again last survivors and the dinosaurs would be. One of the more interesting miscues commit- Mergers, fusions and affiliations are hkely
week as the Business insurance stock index It now appears two key avenues are open ted by many commercial writers after the to become the new buzz words for the indus-
dropped 0.9 points to 179.8 from 180.7. for companies to improve their distribution 1974-1975 underwriting debacle passed was try, perhaps even supplanting the current fa-
Twenty-two stocks posted gains, 31 issues capabilities One deals with group distnbu- the behef that the personal lines business was vorite cash-flow underwriting
declined and 20 were unchanged. Issues post- tion; the other involves the wrong place to be The "real" growth and
ing the largest increases were: Frank B. Hall & enhancement of a profitability was to be found in the commer-
Co. Inc., 5.8%; Amencan Indemnity Financial company's personal cial arena Hence began the stampede to get Financial briefs
Corp., 5.6%; Integrated Resources Inc., 5.3%; lines exposure, which through the revolving door, and we all know
American Bankers Insurance Group, 4.9%; could lead to a stronger where that led Underwriting forecast
and Gulf United Corp., 4.8%. The issues post- market position for It is becoming apparent that some com-
ing the greatest losses were: Armco Inc., commercial coverages mercial writers have recognized their goof The property/casualty insurance industry

8.8%; Preferred Risk Life Insurance, 6.1 %; for medium-size com- and seem to be seeking a way to redress the should expect high underwriting losses for at
CNA Financial Corp., 6.0%; Hartford Steam panies situation The motivation behind the concept, least three more years, according to a new
Boiler Inspection Co., 5.8%. The 0.5% index The marketing edge however, is not an apparent burning desire to study by Chase Econometrics, a Bala Cyn-
drop was greater than the declines in the major that the "direct writ- get back into the personal lines business The wyd, Pa, economic forecasting firm
market indicators. ers" enjoy is becoming basis for the review is recognition that per- "The current outlook for property/casualty

increasingly evident Mr. Picoult sonal hnes-oriented companies that have de- underwriting is dismal," according to David
British Issues While one thinks of veloped and nutured strong agent relation- Hemley, vp of insurance economics at Chase

"direct writers" in context with the personal ships could be attractive to a commercial in- Econometrics "A combination of rate-cutting
1 Week

lines business, the time is approaching when surer that recognizes the need to strengthen and underwriting for purposes of cash flow19 Jan Price P/E Div. Yield High--Low

Companies pence pence % pene.Fnee these companies will be very meaningful fac- its agent relationships to increase its share of will keep underwriting losses high for at
CommIUnion 129 89 16.07 125 129-124 tors in the commercial market-specifically the medium-sized market. least three more years
Eigle Star 334 11.2 2143 64 334-317 in the "retail commercial" arena Further, the average premium nowgar- "Our forecasts indicate that property/casu-
GenI Accldent 316 7 1 2107 67 316408 Perhaps the best offensive weapon avail- nered on personal auto, homeowners and alty underwriting won't break even until
Gdn Royal Exch 292 7 9 23.21 7 9 294-286 able against the inroads of the direct writers perhaps umbrella pollcles is equal to or ex- 1984," he says
Phoonix 230 87 2243 97 230-218 is group distribution The genesis of the pro- ceeds that of a small commercial policy Property/casualty underwribng losses will
Royal 341 95 3500 103 342-334

posed merger of Connecticut General Corp The irony of the situation is that there are exceed $4 billion this year, according to the
Sun Alliance 852 9 4 53 57 6.3 852-828

and INA Corp ,was clearly the recognition by few companies that possess, in a meaningful report. "A Crucial Decade· The Next 10
Brokers the two parties of the need to develop and way, either a group distribution or a personal Years for the Insurance Industry "
CEHeath 283 55 1571 5.3 283-275 nurture a more aggressive and unique distri- lmes onentabon Furthermore, if they can be However, investment income wlll continue
Hogg Robinson 109 8.7 857 7.9 109-108 bution capability than has heretofore been acquired, they are hkely to be costly to outweigh the underwriting losses, the re-
Ate][Howdln 130 100 1071 8.2 131-128 Nonetheless, we beheve the following are port says Investment income is expected to
at-* 141 9.7 680 4.8 141-138 possibdities grow from $13 billion in 1982 to nearly $20
Sedomp 150 103 7 50 &0 150--145 Myron M. Picoult ts a vp and sentor insurance • Any insurance company with a major billion in 1984. And that growth is a good
Stenhousi Hldg 100 88 728 73 100- 97 analyst with Oppenhetmer & Co in New group distribution capability, but no prop- thing for the industry, he says
St- mightaon 222 11 1 17 14 7 7 222-220

York He ts the past prendent of the Asm of erty/casualty product, is at a disadvantage, "In the long run, a greater reliance on in-
Wills Fat»r 377 130 1785 47 377-367

Insurance & Financial Analysts and a mem- whether or not it is perceived Hence, it vestment income will be a healthy develop-
Source Philip Oben/Alan Chfton, Insurance Indust,y

Specialists Kitcat & Aitken Stoekbrokera, ber of the New York Soctety of Secunty Ana- would not be surprising to see a major mutual ment for property/casualty lines, since it en-
London lysts His column for Bustness Insurance ap- life insurance company seek a merger with a ables the industry as a whole to achieve a

pears the fourth Monday of every month personal lines or commercial insurer greater stabilization of earnings from year to
year," he says

But that does not mean the outlook is

bright for all insurers, Mr. Hemley explains.

Bl Industry Stock Report "Unfortunately, many individual companies
may experience serious cash-flow problems
in the next three yearsJAN. 19, 1982 1/13/82 THRU 1/19/82 JAN. 19, 1982 1/13/82 THRU 1/19/82

"As interest rates fall and the growth of
Insurance Cos Price % Chg. P/E $ Dtv °6 Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) investInent income sloWS, profit squeezes rill

----- -------

cause serious problems for those companies
Aetna Life & Caa Co NYSE 42 25 00 71 232 55 42 63 41 38 418 8 Travelers Corp NYSE 4400 03 52 288 65 44.13 43.00 211 6

American Bankers Ins Group OTC 800 49 85 048 60 8.00 7 63 278 9 United Fire 8 Cas Co OTC 27 75 -0 9 79 088 32 28 00 27 75 27 that have not planned for the impending
Aerican Gen Ins Co NYSE 39 63 -2 2 58 200 50 40 63 39 63 44 1 shrinking of funds," he states.
Americen Indty Finl Corp MC 1650 56 70 112 68 16 50 15 63 19 0 United States Fid & Gty Co NYSE 40 25 13 65 320 80 40.25 39 75 136 7
American Intl Group Inc OTC 63 50 0 0 11 0 0.40 0 6 63 75 62 75 175 5 United Svcs Life Ins Co OTC 1413 -09 55 100 71 14.13 13.88 10 1 However, workers compensation insurers

Uslife Corp NYSE 23 00 05 55 084 37 23 13 22 25 63 3 should see additional premium flowing theirAmerican Natl Ins Co OTC 1400 00 60 076 54 14.13 14.00 18 7 Washington Natl Gorp NYSE 17 75 -2 1 54 108 61 18.13 17.75 29 5

American Sts Lire Ins Co OTC 1575 -45 50 080 51 16 50 15 750 07 Zenith hatl Ina Corp OTC 1650 -15 86 074 46 1650 1650 136 way as employment begins to swell again
Aneco Reina Ltd OTC 263 00 00 000 00 2.75 2 63 31
Appalachian Natl 00/p OTC 256 00 01 000 00 2.56 2.56 00 INSURAACE COMPANIES AVERAGE 61 42 Chase is forecasting a 188% increase in
A.-co Corp AMEX 1050 -2 3 72 054 51 10.50 10.38 36 workers compensation premiums written m
Banks Iowa Inc OTC 4000 26 58 144 36 4000 3950 05 Agents/Brokers 1982, against a 175% increase in losses in-
Bitco Corp OTC 3825 07 45 216 56 38 25 38.00 52 curred Likewise, it forecasts a 13 7% increase
Carolina Cas Ins Co OTC 713 18 71 032 45 7.13 7.00 20

Alexander & Alexander Sves OTC 24% -10 86 184 75 24 50 24 00' 356 7
Central Natl Finl Corp OTC 34.88 -0 4 11 4 0.65 1 9 34.88 34.88 08

Baldwin & Lyons Inc OTC 3200 00 55 080 25 32 00 32 00 02 in premiums written in 1984, vs a 127% in-
Chubb Corp OTC 4575 00 56 292 64 45.88 45.75 72 1

Corroon & Black Corp NYSE 20.25 -0 6 12 0 1.76 8 7 20 38 20 25 56 5 crease in incurred losses
Crump E H Cos Inc OTC 1113 -11 131 040 3 6 11.13 11.13 72 2

Combined Intl Corp NYSE 2113 4 0 55 180 85 21 88 21.00 116 6
Hall Frank B & Co Inc NYSE 27.25 5 8 10 3 1.66 6 1 28.38 27.25 217 7 General liability insurers also should see

Connecticut Gen Ins Corp NYSE 49 00 05 62 176 36 49.00 47.63 53 3

Continental Corp NYSE 24 63 10 77 240 97 24 63 24.13 174 6 healthy premium increases in the coming
Crawford & Co

Integrated Rei Inc AMEX 17.25 53 70 000 00 18 00 16.63 39 0
MC 14 50 0 0 11 2 0 52 3 6 14 50 14.25 01

James Fred S & Co Inc
Crown Life Ins Co OTC 8050-42 87 280 35 80.50 80.50 00

NYSE 2275 -1 1 106 160 7 0 2275 2263 468 years, according to Mr Hemley.
Marsh & Milennan Cos Inc NYSE 31 38 -2 7 101 2 00 6 4 31 50 31.13 294 6

Penncorp Fincl Inc NYSE 525 00 76 016 30 5.50 5.25 70 2 As business activity recovers from the
Crum & Foriter NYSE 29 88 -2 8 49 164 55 30.13 29 75 370 0 Pinehurst Corp OTC 863 00 00 000 00 8.63 8.63 64
aployers Cas Co OTC 3350 08 53 120 36 33 50 33 50 80 current recession, we expect to see sizable in-
Equifax Inc NYSE 26.88 44 60 240 89 26 885 26.00 32 9 Poe & A: soc Inc OTC 9.50 0 0 10 7 0 80 8 4 9.50 9.50 00 creases in premium volume And while loss
Excelitor Ins Co OTC 17.00 0 0 11 6 0.70 4 1 17.00 17.00 18 Reed Stenhouse Cos Ltd OTC 10 88 -3 3 87 060 55 11.25 10.75 15 9
Farmers Group Inc OTC 3063 -20 90 112 37 30 75 30.38 124 1 experience will fluctuate from year to year,Rollins Burdick Hunter Co Mc 2100 43 120 132 63 21 SO 21.00 61

First Colony Life Ins Co OTC 6250 -38 178 100 16 63.00 62 50 28 6
we expect that over the next 10 years, growth

AGENTS/BROKERS AVERAGE 93 54
Forenost Corp Amer OTC 2950 00 83 080 27 29.50 29 50 15 will decelerate rapidly as courts become
Great West Life Assurn Co OTC 243 00 00 901000 41 243 00 24300 00

Hanover Ins Co OTC 3225 00 39 072 22 3225 3200 178 Conglomerates/Holding Cos. more conservative in their awards "

Hartford Steam Boiler Inaptn OTC 4050 -58 71 280 69 43 00 40.50 52
41.75 803 5 Chase forecasts a 21% increase in general

Jefferson Natl Life Ins Co OTC 30 00 4 3 17 2 0 64 2 1 30 00 28 75 12 5 - 41 jZ{.4-0;'p.2)  % E 3 7 sa fE 44 28 00 N 00 74 4 liability premiums written this year, while
Armeo Inc NYSE 2213 -8 8 25 180 81 24.25 22 13' 195 9

Ke.per Corp OTC 3063 00 48 180 59 30 63 30 25 36 3

Lincoln Natl Corp Ind NYSE 4063 09 63 300 74 40.88 40.25 81 0
City Investing Co (Home Ins ) NYSE 22.13 -1 1 63 160 72 22 25 22 00 356 4 predicting only a143% increase in incurred

Hgic Invt Corp NYSE 4950 -0 3 123 128 26 CNA Finl Corp (CNA) NYSE 13 63 -6 0 57 000 00 14.50 13 63 106 6
49.63 49.38 646 1 losses However, it predicts the gap between

Mission Ins Group Inc NYSE 35 00 22 62 100 29 35.00 33 25* 28 9 Control Data (Conml Credit) NYSE 31 75 -3 4 74 055 17 32 88 31 75 456 1 premiums and losses will narrow to a 15 8%
Nationwide Corp Ohio OTC 2775 -26 92 070 25 28.25 27.50 02 General Re Corp NYSE 79 13 0 2 10 1 1 76 2 2 79 50 77 63 124 7

Gulf Utd Corp NYSE 18.88 49 66 132 70 19.25 18.00 281 2 hike in written premiums in 1984, compared
Northweatern Natl Life Ins OTC 2550 10 55 136 53 25 63 25 25 19 2

INA Corp (Ins 60 of NA) NYSE 4350 06 61 240 55 43.50 42.50 248 3
Ohio Cal Corp OTC 3988 -48 61 204 51 41 75 39.88 33 4 with a 15 3% rise in incurred losses

ITT (Hartford Group) NYSE 27.63 -2 2 73 268 97 27.63 27.38 673 5
Old Rep Intl Oorp OTC 1900 00 46 092 48 19.13 18 75 63 2 Multiperil lines will suffer their first un-
Preferred Risk Life Ins Co IC 1925 41 52 080 42 20 50 19 25 39

Optimun Hldg Corp OTC 10.25 -2 4 13 1 0 00 0 0 10.50 10.25 26 derwriting losses since 1974 and will not see
Provident Life & Acc Ins Co OTC 5250 -19 69 220 42 52.50 51.25 30 6 2-. 8--k 4 0, c All.t.t«) SE 1  -0 f 18  1 36 8  "f00 Wi: :aSSE:23"s underwriting profits until 1985, it saysReliance Group Inc

Ryan Ins Group Inc OTC 1650 00 71 012 07 16.50 16.50 08
St Paul Cos Inc MC Baldwin Utd Corp NYSE 6750 65 116 160 2 4 69 50 67.50 216 9

4913 08 80 232 47 49 38 48 63 93 4 Chase Econometrics says that multiperil
Safeco Corp OTC 3763-29 72 220 58 38 00 37 63 111 4 Teledyne Inc ( Argonaut) NYSE 131.13 10 66 000 00 134 75 127 38 892 4

Sri Corp OTC 2225 00 44 100 45 22.50 22.00 26 0 premiums written will increase 147% this
Transamerica Corp (Occidental) NYSE 20 25 -0 6 59 140 69 20 63 19 50 353 8

Seibels Bruce Group Inc Grc 22 50 -5 8 12 6 0.80 3 6 23.13 22.38 34 5
year, Just barely more than the prqected

Statesman Group Inc OTC 625 00 54 015 24 6.25 6.00 83
CONGLOMERATES/HOLDING COS AVERAGE 73 34 14 6% increase in incurred losses The situa-

Tokio Marine & Fire Ins Co OTC 107.75 -2 5 86 100 09 110.00 107.75 13

*Record high/low since Jan 1, 1981 Sy.tem design Altman Information Sy,tern tion will improve in 1984, it says, with a pre-
dicted 18% increase in written premiums

 against a 147%increase in incurred losses •



"The Hartlotid<<will even do
a Loss Control analysis
before it quotes the business."

An interview with
Bill Nebraska,Vice President,
Loss Control Department,
The Hartford.

Q. How can a Hartford prequote
Loss Control analysis cut business
insurance costs up front?
A. Our Loss Control professionals will
research the company and help develop

a program tailored to the situation. We'll
show how The Hartford can help the
company control losses. By coming in
before we make a quote,we can explore
ways of reducing losses up front to help
customers control their insurance costs.

Q. What is the scope ofThe Hartford%
Loss Control capability?
A. Our range of Loss Control services
is one of the broadest in the industry.
it covers construction, fire protection,
commercial auto, industrial hygiene,
medical professional liability, manufac
turing you name it And we're one
of the few companies equipped to
handle security and crime prevention

We have the people, too some 450
experienced Loss Control consu tants
located throughout the country, with
an additional 75 or so in tle home
of, ice

Q. Is that tremendous capability avail-
able to companies across the country?
A. Absolutely. We're ready to respond
on an "as-needed" basis anywhere in
the U.S. And we'll bring in whatever
level of expertise the situation demands.
Q. is it available to big risks on an
unbundled basis?

A. Yes, through our subsidiary, The
Hartford Specialty Company Some
of the largest corporations in the
country currently take advantage of The
Hartford's Loss Control capability on an
unbundled basis.

Q. It sounds like The Hartford has
made a major commitment in the
Loss Control area.

A. Yes. And an ongoing commitment.
We're always trying to improve the
scope and quality of our Loss Control
services. For example, we recently
doubled the size of our industrial hygiene
lab and added sophisticated new equip-
ment to increase our effectiveness in this

key area.

Q. How can insurance buyers
find out more about The Hartford%

Loss Control capability?
A. By contacting their broker or indepen-
dent agent who represents The Hartford.

Don't make a decision on

business insurance without a quote
from The Hartford.

BUSINESS
HOME j
AUTO
LIFE

Let us Droted your world. THE HARTFORDThe Hartford insurance Group, I Hartford, Connecticut 06115.


