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Update
Cost of mandated cleanups
insurable, state court rules

OLYMPIA, Wash.-The costs of re-
sponding to a government order to clean
up polluted property are insurable, the
Washington Supreme Court has ruled.

The Jan. 4 decision marks the first

time that a state's highest court has in-
terpreted the standard provision of
comprehensive general liability policies
that states the insurer "will pay on be-
half of the insured all sums which the

insured shall become legally obligated
to pay as damages."

Continued on next page

Mission recoveries shrinking
Court allows reinsurer offsets

By DOUGLAS McLEOD

LOS ANGELES-The liabilities
of more than 100 Mission Insur-

ance Group reinsurers sued by
Mission's liquidator for full pay-
ment on hundreds of millions of

dollars in claims could be greatly
reduced or eliminated under a re-

cent California appeals court rul-
ing.

A three-judge California Court
of Appeals panel ruled unani-
mously Dec. 27 that reinsurers may
offset amounts they owe an insol-
went insurer against amounts the
insolvent company owes them.

The court ruled that reciprocal
reinsurance agreements between
Prudential Reinsurance Co. and
units of the defunct Mission Insur-

ance Group created mutual credits
and debts that may be offset under
state insurance law (BI, Jan. 1).

Mission's liquidator last week
expressed disappointment with the
decision and is considering a mo-

tion for reconsideration by the
court, according to Karl Rubin-
stein, a partner with Rubinstein &
Perry in Los Angeles, representing
the liquidator.

Many of the 144 Mission rein-
surers named in the liquidator's
complaint for full payment of
claims have offset claims of vary-
ing sizes against Mission units,
which were ordered into liquida-
tion in February 1987 and have
been estimated to be insolvent by
more than $1.5 billion-assuming
full collection of reinsurance.

Mission's liquidator has esti-
mated the reinsurers' offset claims

at up to $300 million, reinsurance
lawyers say.

That amount is 13 times more

than the liquidator can expect to
recover under a recenfly proposed
reorganization plan for Mission In-
surance Group Inc., the insolvent
insurers' ultimate holding com-
pany (see related story).

"It's a very favorable ruling for

Wellness plan
penalizes

tobacco users
By MICHAEL SCHACHNER

HOUSTON-Baker Hughes Inc. is rewarding healthy
workers and penalizing tobacco users under a new
wellness-driven flexible benefits plan in an effort to
promote wellness and reduce health care costs.

Houston-based Baker Hughes expects the plan, im-
plemented Jan. 1, to save the company up to $2 million
in health care costs over the program's first two years
and up to $4 million annually after its fourth year, said
Joe Vinson, director of compensation and benefits.

Under the insured flex program's voluntary wellness
feature, Baker Hughes will make a $100 pre-tax con-
tribution to a health care reimbursement account for
each employee who meets minimum health standards.
The company, which manufactures oil processing
equipment and provides oil field services, will pay for a
physical exam to determine whether employees meet
key health criteria.

However, employees who use tobacco not only are
ineligible for the wellness incentive payment but also
will be required to pay an additional $10 premium sur-
charge toward the cost of coverage under Baker
Hughes' insured health care plan.

The wellness checkups and the incentives and disin-
centives will stem the company's soaring health. care
costs, Mr. Vinson asserted.

Baker Hughes projects 1990 health care costs for its
Continued on page 22
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the reinsurers. I think it's an im-

portant step in the Mission rein-
surance litigation," observed Peter
R. Chaffetz of Sidley & Austin in
Los Angeles, who represents two
Mission reinsurers in litigation
with the liquidator.

Mr. Chaffetz noted that the allow-

ance of offsets may spur commuta-
tions of Mission reinsurance con-

tracts or may lead the liquidator to
drop claims against reinsurers whose
offset claims exceed Mission's claims

against the reinsurers.
"I think what you are going to

see now is a shakeout, with many
of the parties settling" in the liti-
gation between the liquidator and
the reinsurers, said Dean Hansell
of LeBoeuf, Lamb, Leiby & Mac-
Rae in Los Angeles, who represents
two Mission reinsurers

Mr. Hansell said that roughly half
of Mission's reinsurers may com-
mute their contracts or settle with-

out making any payments.
Continued on page 21

Plan would permiI
MIG to reorganize

By DONNA DiBLASE

LOS ANGELES-The insolvent insurance company subsidiaries
of bankrupt Mission Insurance Group Inc. could receive about $23
million under a proposed MIG reorganization plan.

After almost three years of Chapter 11 bankruptcy proceedings,
MIG has signed an agreement with state insurance regulators and
other creditor5 to lay a basis for a plan of reorganization.

If the planned reorganization is successful, Mission's liquidator
could receive about $23 million, estimates Karl Rubinstein of the
Los Angeles law firm of Rubinstein & Perry. The firm represents
California Insurance Commissioner Roxani Gillespie, who is liqui-
dating the insolvent insurers.

MIG, a holding company for the several MIG insurance c6mpanies
I currently being liquidated, filed for Chapter 11 protection in the

U.S. Bankruptcy Court for the Central District of Californiain Feb-
ruary 1987 (Bl, March 2, 1987; Feb. 9, 1987).

The insurance subsidiaries-including flagship Mission Insurance
Co., are estimated to be insolvent by $1.5 billion to $2 billion, de-
pending upon the amount of reinsurance the liquidator recovers.

Late last month, however, reinsurers won their case to offset
Continued on page 21

Conventions limit liability
for oil spills near Morocco

By CAROLYN ALDRED

LONDON-The owners of two tankers that spilled more than
100,000 tons of crude oil into the eastern Atlantic Ocean last
month would be liable for a maximum of about $20 million each
if the oil washed up on the Moroccan coast, even though both
have $400 million in pollution liability insurance.

However, late last week environmental damage from the two
spills was thought to be less than originally feared.

Rough seas in the area have
broken up and dissipated most
of the leaked oil, explained Joe
Nichols, a director of the Lon- December 12:

don-based International oil loss aboard Spanish
Tanker Owners Pollution Fed- tanker, Aragon
eration.

Even if oil hits the Moroc-

can shoreline, Morocco's mem- f Madetra
bership in an international 00.r
convention on oil pollution
damage should limit .compen- December 19

sation for claims from that na- explosion
tion to less than $20 million for aboard Iranian
each incident, Mr. Nichols tanker, Kharg 5
said.

Morocco, like many other
nations, is a signatory to the
international convention on CANARY
Civil Liability for Oil Pollution
Damage, which provides shi- ISLANDS

powners the statutory right to

Two scho*ls to create chairs
in risk, benefits management
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limit pollution claims to a maximum amount according to the
ships' tonnage, said Mr. Nichols. The convention is roughly
equivalent to the aviation industry's Warsaw Convention.

Conservationists and Morocco's fishing and tourism indus-
tries feared widespread damage would be caused by an oil
slick nearly 200 miles wide that was spilled after a series of
explosions on Dec. 19 ripped a hole in the hull of the Ira-
nian tanker Kharg 5.

About 80,000 tons, or about 560,000 barrels, of the tanker's
285,000-ton load of Iranian
heavy crude oil spilled into the
ocean off the Canary Islands,
according to Mr. Nichols.

At one point last week, the
oil slick drifted as close as 20
miles from the Moroccan coast,
leading to fears of an environ-
mental disaster on a similar
scale to the Exxon Valdez spill
last April. The Exxon Valdez
spilled about 250,000 barrels
into Alaska's Prince William
Sound (BI, April 3, 1989).

, But, "because of the tremen-
dous seas in the area, we be-
lieve that the vast majority of
the oil has been dispersed.

Area of Some may get on shore but it
AFRICA will be in small amounts,"

detail
said Mr. Nichols, adding

Continued on page 22
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Eastern Airlines agrees
to hasten COBRA notification
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Update Eastern vows to speed
Cleanup costs covered: Court
Continued from previous page

"The decision will have a substantial precedential effect nation- COBRA notifications
wide," said pohcyholder attorney Robert Sayler of Covington & Burlmg
in Washington, D C Not only is this the first state supreme court to rule
on this issue, but the court also provides "a compellmg list of reasons

By ADRIENNE C. LOCKE tions that the Miami-oased Texas spring, the Labor Department'srejecting msurer arguments," said Mr Sayler, who represented The
Air Corp unit had received premi- Pension and Welfare Benefits Ad-Boeing Co in the litigation

MIAMI-Eastern Airlines Inc ums from beneficiaries that quall- ministration alleged that EasternThe rulmg came m a consolidation of five lawsuits One mvolved
has pledged to more quickly notify fied them for coverage under the did not notify beneficiaries of theirhtigation between Boeing and its insurers, mcludmg Aetna Casualty &
striking and laid-off workers of Consolidated Omnibus Budget right to elect COBRA continuationSurety Co, Hartford Accident & Indemnity Corp and Lloyd's of Lon-
their eligibility for COBRA contin- Reconciliation Act of 1985 coverage within the required 14don syndicates, over the costs to clean a polluted site m Kent, Wash
ued group health insurance cover- "Employers must know that the days of a massive walkout by East-The msurers have not decided whether to appeal the decision to the
age under an agreement with the Labor Department is serious about ern employees Workers had beenU S Supreme Court, said attorney Dave Schoeggl of Lane, Powell, Moss
U S Labor Department protecting the rights of working on strike 76 days before the airline& Miller m Seattle, who represented Lloyd's syndicates

The consent order issued by a Americans to continued health mailed notices about continuingThe cases were filed in the US District Court for the Western
federal Court in Miami last month care coverage in cases like East- COBRA coverage, according to theDistrict of Washington, which asked the state Supreme Court to
lS Intended to resolve a complaint ern," said Secretary of Labor Eliz- complaintdecide whether response costs constitute insurable damages under
the department filed on behalf of abeth H Dole Eastern machinists walked offWashington law
striking and former employees and COBRA requires most employers the job March 4, 1989, and initiallyThe cases will now return to the federal court, which is expected
other beneficiaries who had paid to allow former employees and pilots and flights attendants re-to rule shortly on motions for summary judgment
COBRA insurance premiums to their families to continue group fused to cross the picket lines The
Eastern but were refused benefits health care coverage Employers ]ob actions resulted m thousandsCourt limits Pan Am damages by its health insurers can charge a premium equal to up of layoffs among the airline's

LONDON-Plaintiffs suing Pan American World Airways Inc over The department charged Eastern to 102% of the group rate for 39,900 employees Just more than a
the December 1988 bombmg of Flight 103 over Lockerbie, Scotland, had failed to inform its indemnity COBRA coverage Coverage for fifth of 27,000 eligible employees
wnll appeal aUS district judge's decision last week barring them from plan insurer, Prudential Life In- workers lS available for up to 18 elected COBRA benefits, a Labor

surance Co of America, and sev- months after employment ends Department spokesman saidseeking punitive damages
Judge Thomas C Platt of the U S District Court of the Eastern eral health maintenance organiza- After an investigation last Continued on page 19

District of New York ruled that the Warsaw Convention on mterna-

tional flights bars punitive damages The convention, as amended by the Life insurer called leader in workplace education
Montreal Agreement, hmits liability for international flights in and out
of the United States to $75,000 per person The limit is waived Only if
the plaintiffs prove willful misconduct

"Whlle the Warsaw Convention does not expressly refer to mini-
tive damage claims, lt appears that the Warsaw Convention bars AIDS effo rt praisedsuch claims," regardless of willful misconduct, Judge Platt ruled

Meanwhile, a June trial has been set for the plaintiffs to prove
that Pan Am and its subsidiaries showed willful misconduct m failmg to By CHRISTINE WOOLSEY With the help of the AIDS Action Committee of
warn the passengers of a bomb threat Massachusetts Inc , a non-profit advocacy and educa-

Judge Platt's decision affects 150 lawsuits-consolidated for pre- WELLESLEY HILLS, Mass -The U S headquarters tion group in Boston, Sun Life recently implemented
tnal proceedmgs-filed by familles of most of the 259 killed on Flight of Sun Life Assurance Co of Canada is in the forefront an in-house AIDS educational program for its em-
103 when it exploded Dec 21, 1988 (BI, Dec 26, 1988) of employee AIDS education, according to a Boston ployees and managers The program includes

area business organization • Information about how AIDS 15 contracted"We are very disappomted," said Steven Pounian, liaison counsel
for the plaintiffs committee and partner with Kremdler & Kremdler, a The New England Corporate Consortium for AIDS • Instruction for managers in handling employees
New York firm handlmg 95 lawsuits seekmg between $5 minion and Education, a leadership and advocacy group of nine with AIDS and the legal implications of dealing with
$25 million each m compensation Boston-area businesses that promotes workplace edu- these employees

cation about acquired immune deficiency syndrome, • Training an employee to run ongoing AIDS educa-The decision contradicts an August 1989 jury verdict-which is
being appealed-awarding $50 million in punitive damages to the presented Sun Life its first award for outstanding con- tion programs
famiies of 137 passengers lalled when Soviet fighter lets downed a tribution to and leadership in this new field Through the award, the group wants to recognize
Korean Air Lmes let m 1983, Mr Pounian noted (BI, Aug 7, 1989) "While it's widely agreed that education about AIDS companies and individuals who are taking positive

Meanwhile, loss reserve estimates by Pan Am's liability msurers is our most powerful ally, few corporations are hearing action in face of the frightening epidemic, Mr Ross
vary from $60 milhon to $300 million due to uncertamty over whether the message, and denial and avoidance is running ram- said
Warsaw Convention hmits apply pant," said Paul Ross, the group's chairman "The clear message is, from our perspective, this is

The airhne's hull and hability msurance was renewed Jan 1ma "Sun Life's leadership will make a critical difference going to be the employee relations issue of the 1990s,"
mne-month msurance program placed m Franee and the United States, in the AIDS fight because it can encourage other com- Mr Ross said
but not in London The airline's hull war rlsk msurance, all placed m panies to take similar action," added Mr Ross, who The Consortium is telling employers to "get started
London, renews July 1 also manages an AIDS education program office at now-don't wait for your first AIDS case, because

Digital Equipment Corp in Maynard, Mass people will panic "

Study finds rising defense bills Citing Fortune magazine, Mr Ross said only 10% of
U S employers formally address AIDS in the work-

NEW YORK-Legal defense costs for casualty msurance lines---as a
portion of insured losses-mcreased 45% between 1978 and 1988, says a Deadline nearing place

Possible crises, like discrimination suits by employ-
new Insurance Services Office Inc study ees, can be averted by setting up a specific corporate

Defense costs for all casualty lines-general liablhty, workers com- for UR directory policy on AIDS and educating employees about the
pensation, auto hability, medical malpractice and multiperil-m 1988 virus, said Susan Faks, workplace education consul-
totaled $118 billion, or 13 9% of the $84 9 bilhon m losses for the same The Feb 19 issue of Business Insurance will tant for the AIDS Action Committee
lines of busmess, ISO found In 1978, defense costs were $28 bilhon for contain the annual directory of utilization re- Setting up such a program also can aid employee/
those lines, or 9 6% of the $28 9 billion in total casualty losses view providers The issue also will feature a emploker relations, Ms Faks said

Defense costs for medical malpractice claims and long-tail gen- spotlight report on benefit cost control "What Sun Life did worked as a tremendous public
eral liability lines were the highest, with both exceeding 40% of The directory lS published as an editorial ser- relations tool-both internally and externally It com-
Indemnity costs, accordmg to the study vice, there is no charge for companies to be in- municates to employees that their employer cares," she

The study also found that the longer it took to settle a claim, the cluded However, companies that wish to be said

higher defense costs were as a percentage of mdemnity costs listed must fill out and return a questionnaire Patrick J Twohig, assistant vp of human resources
"A significant portion of the mdemnity dollars paid within the first provided by BI at Wellesley Hills, Mass -based Sun Life, said the pro-

two settlement years had no associated legal defense costs," study au- If your company provides utilization review gram "generated a lot of goodwill" among employees
thors said Remaining claims "closed m the first two settlement years services directly to employers and you have not The insurer initiated the program because lt "had
had associated legal defense costs but at a lower level than the claims yet received a questionnaire, please request one seen the beginning of what could be a very significant
that closed after the second settlement year." by calling Editorial Assistant Sara Harty at 312- problem for employers," though Sun Life has had no

280-3195 AIDS-related claims from its employees, he said
Comp fund transfers spark suit The deadline for returning completed ques- Being a life insurance company helped Sun Life be-

tionnaires to Bus:ness Insurance is Jan 29 come aware of the enormity of the problem, Mr Two-
HARRISBURG, Pa -The Pennsylvania Chamber of Busmess & In- Continued on page 4

dustry is suing the state to recover millions of dollars transferred over
the past two years from the state's residual workers compensation m-
surance fund to state coffers and to prevent further transfers

Inside
The Chamber also lS asking a Commonwealth Court in Harns-

burg to declare unconstitutional and rescind two state laws auth-
onzing the transfers of $95 million m fiscal 1990 and $110 million 6,•0 The endowment of two new chairs-ne in nsk man- Departmentsagement, another in employee benehts«s a boon to these
in fiscal 1989

professions, says this week's editonal PAGE 8 Advertiser index onMore than 20,000 employers-mostly small firms-currently pur-
Benem beat 6chase msurance from the State Workmen's Insurance Fund 7 Australian property/casualty insurers estimate that Ciassdi*Is .18The chamber argues m its 42-page lawsuit that the transfers vio- losses from the quake that struck New South Wales last Datebook

lated several federal and state laws, 1ncludmg those that give pohcy- 20
month will total more than $500 million PAGE 12 Insurance services guide ..................19holders the right of due process, equal protection and lust compensation

Legal briefs .................................................... -.. -. -16for seized property 100 In Perspectives, Continental Bank Corp's Dennis J Nir- Letters ......................8The chamber seeks to recover the money plus mterest. taut rev,ews the motives and procedures In setting up an LondonAny returned funds that can be distributed without leopardizing .17
ESOP at the bank. PAGE 15

Opinionsthe fund's solvency should be paid to current and former SWIF
.....15policyholders, the chamber says 4 The federal takeover of an insolvent Illinois S&L will cost

The state Department of Labor and Industry, which oversees the a real estate developer an $18 million Judgment he had
fund, calls the transfers "appropriate" because the Legislature or- won against the thnft PAGE 22 Vol 24, No 2-Business /nsurance (ISSN 0007-6864) Is published weekly by Craindered them, said Don Liskay, deputy secretary of the department Communications Inc., 740 N Rush St, Chicago, 111 60611-2590 Second-dass post-

But, the department supported granting most SWIF subscnbers a 4 The Business insurance stock Index soared nearly age Is paid at Chicago 111, ard at additional mailing offices Postmaster Send ad
Conttnued on page 21 dress changes to Bustness /nsurance. Circulation Department. 965 E Jetterson Ave,

350% m the 1980s. A review appears on PAGE 23 Detroit Mich 48207, 313446-1611 Copynght 1990 by Can Communications Inc
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Among the Russian Faberge Imperial Eggs displayed at the San Diego exhibition are, from left, the Palace egg, the Cuckoo egg, the Trans-Siberian railway egg and the Mosaic egg.

Russian exhibit cover pays off
By LINDA J. COLLINS

SAN DIEGO-Political risk insurance on a historic Rus-

sian arts festival that closed yesterday in San Diego proved
fruitful to festival organizers.

The policy paid a claim in excess of $500,000 after ethnic
and religious unrest in the Soviet Union forced the last-mi-
nute cancellation of a key exhibit.

That was the only claim against several insurance policies
for the nearly three-month festival, which ended Sunday
with the closing of several art exhibits, including the largest
collection of Russian Faberge Imperial Eggs ever assem-
bled for public viewing.

"The San Diego Festival: Treasures of the Soviet Union,"
the largest Russian art and performance festival ever held in
the United States, was sponsored by San Diego Festivals Inc.,

Risk, benefit
chairs funded

at two schools
By JUDY GREENWALD

a non-profit organization formed by the city last March.
A collection of Russian religious icon art scheduled to be

shown in the Timken Gallery was canceled by the Minister of
Culture for the Soviet republic of Georgia the week before
the festival began Oct. 21 due to massive protests staged
by Georgian citizens to keep the icons in their country.

"This is the only claim we've had to file under any of our
policies" for the festival, Julian Johnson, San Diego's insur-
ance and claims manager, said Jan. 3.

California law limits to six months the period during which
a claimant can file a claim against a public entity, Mr. John-
son noted.

The first-dollar political risk coverage had a combined sin-
gle limit of $6 million, the budget for the festival. A $3 mil-
lion city allocation-financed by raising the hotel tax rate
one cent-and matching private contributions funded the

NEW YORK-Brokerage Corroon & Black Corp. of New York
has pledged $1.5 million to endow a College of Insurance chair in
insurance and risk management in honor of recently retired Chair-
man Robert F. Corroon.

Meanwhile, the University of Pennsylvania's Wharton School
plans to establish what is believed to be the first professorship in
employee benefits with a $1 million endowment from the Interna-
tional Foundation of Employee Benefit Plans.

The Robert F. Corroon Chair of Insurance and Risk Management,
which will be funded over 10 years, is the largest chair endowment
at the New York-based College of Insurance, according to college
President Ellen Thrower.

Only a few higher education endowments in insurance around the
nation are for $1 million or more, she said.

The chair is expected to be filled in 1991 after the opinions of aca-
demic and industry leaders are solicited, said Ms. Thrower. "It will
be a very prestigious chair," she said.

Richard N. Miller, chairman and chief executive officer of Cor-

roon & Black, said the contribution recognizes the achievements of
Mr. Corroon's 43 years of service, including the last 15 as C&B
chairman. Mr. Corroon retired in December.

"We felt that this would be a living tribute to the job he had
done" for the industry and the brokerage, said Mr. Miller.

For the last 15 years, including "some rather troubled times," Mr.
Corroon was a director of The College of Insurance, said Mr. Miller.
"He was a very loyal and helpful and beneficial director."

He noted also that the endowment will enable The College of In-
surance to improve its academic program.

The $1 million Wharton endowment, which will be funded over

five to eight years, will allow the school to develop employee bene-
fits courses, said Dan F. Graham, director of the International

Foundation's Certified Employee Benefit Specialist program, based
at its Brookfield, Wis., headquarters. Wharton runs the CEBS pro-
gram with the foundation.

Wharton's chair will be known as the International Foundation of

Employee Benefit Plans Professorship in Employee Benefits.
The endowment is expected to be a significant step toward pre-

paring students for careers in employee benefits, according to Mr.
Graham.

"There has been no type of formal academic training that some-
one working in employee benefits can get," said Mr. Graham.

People with backgrounds in human resources, liberal arts or
Continued on page 19

festival, according to Bruce Herring, executive director of
San Diego Festivals Inc.

More than 95% of the political risk coverage was under-
written by syndicates at Lloyd's of London and the remain-
der was written by Italian insurer Assicurazioni Generali
S.P.A.

The premium was $30,900, Mr. Johnson said.
Georgians held massive demonstrations last fall to protest

the icons leaving the country because they hold such "strong
religious meaning and nationalistic significance," explained
Mr. Herring.

The religious objects, which date from the ninth through
the 19th centuries, have never been exhibited in the United
States. They are embossed gold and silver metal reliefs, some
enameled in the cloisonne method and others studded with

Continued on page ll

Most employers to offe r
reti rement planning aid

By JAMES M. BURCKE

More than one-third of U.S. em-

ployers-most of them large busin-
esses-offer workers pre-retire-

ment planning programs, a new
survey shows.

And of the employers that cur-
rently do not offer such programs,
half say they plan to offer pro-

grams to help employees make fi-
nancial and lifestyle plans before
they retire, according to Buck
Consultants Inc., a New York-

based employee benefit consulting
firm.

"The survey found a substantial
interest in pre-retirement planning
programs that reflects the trend to-
ward employees being asked to
shoulder more responsibility for
financing their retirement," said
William J. Arnone, the company's
director of financial and retire-

ment planning services.
"This increased responsibility is

particularly evident in the growing
use by companies and non-busi-
ness organizations of defined con-
tribution plans and the move to
have retirees pay for more of their

post-retirement health coverage,"
he said.

Mr. Arnone noted that he expects
that pre-retirement planning pro-
grams will grow "because I think
more and more employees will be
expecting this type of program as
they are given more responsibility
to finance their retirements."

However Mr. Arnone conceded

that he was surprised by the num-
ber of employers that already had
instituted wide-ranging pre-retire-
ment planning programs, rather
than simply explaining benefits
shortly before a worker retired. "I
was surprised at the number of
companies that do more than the

Pre-retirement planning programs
While 38% of all employers offer pre-retirement planning programs,
large employers are far more likely to offer the benefit than smaller

organizations.

I Have Plan >1 No Plan

/

1-1,000 employees 1,001-5,000 employees

5,001-20,000 employees
Source: Buck Consultants Inc

minimal," he said.

To assess the prevalence of pre-
retirement planning benefits, Buck
mailed questionnaires in July 1989
to about 1,200 U.S. businesses,

government entities, universities
and other organizations. About a
third-383-responded.

Thirty-eight percent of respond-
ing employers said they currently
offer workers some pre-retirement
planning, but larger organizations
are much more likely to offer such
benefits, the survey found.

For example, surveyed com-
panies that offer pre-retirement
planning benefits employed an av-
erage of more than 20,000 workers,
while those without such programs
have an average of only about
7,500 ennployees.

In addition, almost 70% of em-

More than 20,000 employees

BVJOHN HEILAND, HOLLY SEGUINE

ployers with more than 20,000
workers offer pre-retirement plan-
ning programs, compared with
only about 15% of organizations
with fewer than 1,000 employees.

"It is much easier for big em-
ployers to do it right," but more
mid-size organizations-those em-
ploying about 2,500-are institut-

ing pre-retirement programs, notes
Paul M. Sanchez, director of com-

munication consulting with The
Wyatt Co. in San Diego.

Of the employers that do not
offer pre-retirement planning, 50%
say they plan to offer such benefits
and 49% say they do not plan to
offer them. The total does not

equal 100% due to rounding.
Eighteen percent of ernployers

that currently do not offer pre-re-
Continued on page 10
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AIDS education
Continued from page 2

hig said. The company employee
benefits program does not distin-
guish AIDS from other long-term
disabilities, he said.

The education program includes
on-site sessions for employees and
managers about the virus itself, its
transmission and popular myths

surrounding AIDS, Sessions in-
clude video presentations, ques-
tion-and-answer periods and panel

discussions among people with
AIDS or family members of AIDS
patients.

"It is really designed to alleviate
employees' fears about transmis-
sion and educate them about how

the disease works and how to pre-
vent it," Ms. Faks explained.

At "intensive" sessions, manag-

ers are taught about particular
symptoms and how they should re-
spond when confronted with an
employee who has AIDS, she said.

"We teach them about reason-

D D

able accommodation," Ms. Faks

explained, noting that most em-
ployees who have AIDS want to
keep their jobs for as long as possi-
ble.

But, she pointed out, managers
who do not understand symptoms
of the syndrome may mistakenly
over-exert an AIDS victim.

For example, Ms. Faks ex-
plained, "a bank teller has to stand
all day long, but that may be very
fatiguing to an AIDS patient. So,
we recommend that employers
provide them with a high stool to
sit on."

Handicap and discrimination
laws and other legal implications
are also explained to senior and
mid-level managers.

For example, Ms. Faks said, su-
pervisors need to be familiar with
confidentiality laws in case they
find out an employee has the dis-
ease.

"Managers should be educated
on how to respond and deal with
AIDS because they'll be on the

'Pt +V

E-•45 r

-f

front line. They may break confi-
dentiality rules by not knowing
who they can tell and not tell," Ms.
Faks said. "Uninformed managers
can be a potential liability to a
corporation because of the possi-
bility of a lawsuit."

The session for managers and

ecsts $795 per person. The program
is designed to train an individual
to present in-house education pro-
grams and develop educational
materials.

AIDS experts including doctors
and attirneys address medical,
legal and psychosocial issues on

'Managers should be educated on how to respond

and deal with AIDS because they'll be on the front
line,' says Susan Faks. 'Uninformed managers can

be a potential liability to a corporation because

of the possibility of a lawsuit.'

employees is $300 and the inten-
sive management workshop focus-
ing on legal issues is $600, Ms.
Faks said.

Employers also can enroll an in-
dividual in the committee's "Train

the Trainer" program, an intensive
two-day off-site workshop that

Your guide to more than 700
Crawford & Company Service Offices in one conv lume ...,

We now have FAX numbers for most of our office locations.

Check the new 1990 Directory for details.
Please send 01 12 04 Il 5 El 10 0 - complimentary copies.

Name

Title Telephone ( )

Company

Street Address

City State Zip

BI Mail to Crawford & Company, Market Communications, RO. Box 5047, Atlanta, GA 30302

the first day. Next, participants
are trained in presenting effective
educaticnal seminars to employ-
ees.

Training a staff member to run
similar program is invaluable for
companies with many branch 10-
cations or without access to other

Crawlard
CRAWFORD & COMPANY

educational organizations, Ms.
Faks said.

"You can't rely on that one video
or one question-and-answer pe-
riod. It takes three, four, five times

to internalize the significance" of
the AIDS epidemic, Mr. Ross
pointed out.

Mr. Twohig said the entire edu-
cation program is effective because
it does not rely on only one me-

dium, such as printed materials.
"Sending out fliers is not enough.
The video we used had a great ef-
feet and so did the panel of persons
living with AIDS."

Written communication is not as

effective as workshops, but all
communication is vital, Ms. Faks
agreed.

"If employers do not have a com-
municated policy, an employee is
not going to let you know he has
AIDS," she said, noting that the
omission may result in a crisis at
the workplace.

"What happened at New En-
gland Telephone is a perfect exam-
ple," she said.

In the mid-1980s, after employ-
ees at Boston-based New England
Telephone & Telegraph Co. learned
that a co-worker had been diag-
nosed with AIDS, the employee
with AIDS sued the company for,
among other things, breach of con-
fidentiality, according to Andrea
Dudley, the company's director of
human resources.

After reaching an out-of-court
settlement, the employee with
AIDS returned to work, but 29 of
his immediate co-workers then re-

fused to work with him and walked

off their jobs.
New England Telephone then

implemented an AIDS education
campaign to alleviate employees'
fears and in 1987 founded the Con-

sortium, which now includes, along
with Digital and New England Tel-
ephone, Bank of Boston in Boston;
Bank of New England Corp. in
Boston; Cabot Corp. in Waltham,
Mass.; Daka International Inc. in
Wakefield, Mass.; Lotus Develop-
ment Corp. in Cambridge, Mass.;
Polaroid Corp. in Cambridge,
Mass; and Textron Inc. in Provi-
dence, R.I.

Employee surveys conducted be-
fore and after the AIDS program at
Sun Life show the program was
successful, said Mr. Twohig. Sur-
veys on what employees learned in
the program were mailed to 900
Sun Life employees, and 5 1% re-
sponded.

"Approximately 92% of the re-
spondents say they learned more
about AIDS than they had known
before the company's education
session," Mr. Twohig said.

"People think they know enough
about AIDS, but when we do an
education program, we find they
are starved for information," Ms.
Faks said.

Sun Life plans to conduct AIDS
education programs at its 35
branch locations.

The Consortium's Mr. Ross ex-

plained that the award, "100 Leg-
ends," is a booklet consisting of
100 pieces of artwork and litera-
ture-including sketches, prints
and poems-by artists with AIDS,
along with brief personal histories
of the artists.

"It is symbolic, because art is a
way of educating and the creativity
that goes into art is symbolic of the
creative solutions needed to deal

with the epidemic," Mr. Ross said.
Although AIDS education pro-

grams are still relatively rare and a
lot of them are limited, employers
can find assistance from local

AIDS advocacy groups, among
other organizations, to help them
establish sound AIDS policies and
to educate staff members, accord-
ing to Ms. Faks.

.

For more information about AIDS
corporate education programs na-
tionwide, contact the AIDS Action
Committee Of Messachusetts Inc.,
131 Clarendon St., Boston, Mass.
02116; 800-669-0696.
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But this little depot keeps on working, reminding you
and us that business insurance ought to work®r a
living. Getting your moneyk =orth ought not bejust
a thing Of the past.

We have two reputations, born
and raised in Wausau and ex-

ported to our offices thmughout

America: One is exceptional and consistent claim
semice - and the other is proven eJJective loss control
seruices that can help lower costs ®rpoticyhot(lers.

Whereuer America does

business, Hausau's there - with
business insurance proBssionals
in 140 cities.

*D' WAUSAU
C,Ti INSURANCE

Wausau Insurance Companies, 2000 Watwood Drive, Wausau, Wisconsin 54401 Tekphone (715) 845-5211 A Member of the Nationside Group.
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Electric utility offers open-ended H MO
By MICHAEL SCHACHNER

The Potomac Electric Power Co.

is offering an open-ended health
maintenance organization option
under which employees willing to
pay deductibles and copayments
are free to seek care outside the

HMO network.

Employees of the Washington,
D.C.-based utility who enroLl in

Healthplus Inc., a Riverdale, Md.-

.i../

based HMO, will pay $7 per office
visit when they use network pro-
viders.

However, employees are free to
use non-network providers but are
then required to pay a $250 per-
person deductible and a 20% co-
payment.

PEPCO will pay Healthplus a
premium for enrolling employees
in the plan. PEPCO also will pay
for the cost of treatment of its em-

INSURANCE SOFTWARE PACKAGES, INC.

Value Leaders In Risk Management Software

Fullt Fuddtion Claims Manarm#it Sitaam
Ideal For Self Irisureddi, TPA's, Ahsociations &.(SPAd¢21

O WORKERS' COMPENSATION

O EMPLOYEE HEALTH BENEFITS

0 MEDICAL FEE SCHEDULE & BILL REVIEW

O MULTI-LINE LIABILITY

O GENERAL LIABILITY

0 COMMERCIAL AUTO

0 COI IRA

/nsta//ations a t o  -as»> Call For A Free Demo Diskette
Micro & Network Versions Available

INSURANCE SOFTWARE PACKAGES, INC.
5118 N. 56th Street, Tampa, FL 33610
US (800) 237-8133 FL (813) 621-6069

Benefit beat

ployees who opt out of the HMO,

after employee deductibles and co-
payments.

However, PEPCO's costs for

treatment of employees who opt
out of the network will be limited

under the PEPCO-Healthplus con-
tract, according to Bill Wolverton,

manager of industrial relations
with the utility.

Under the contract, if total
health care costs for PEPCO-en-

rolled Healthplus employees ex-
ceed a certain negotiated amount,
PEPCO will be responsible for
paying only a portion of the costs

above that agreed-upon level, he
said.

Howeverc he declined to reveal

the amount PEPCO had agreed to

Pay.
The open-ended HMO, which

was launched Jan. 1, is "best suited

for employees who have one spe-
cial doctor who they see on an oc-
casional basis," Mr. Wolverton ob-
served.

But, "it is imperative that
PEPCO works to keep its employ-
ees within the network as much as

possible. We have structured in-

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

L

• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade CoverX Corporation has

continuously provided a stable insurance product

forthe Security Industry. During that time many
companies and agencies professing to
"specialize" in this industry have come and gone.

In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
obtaining a quality insuraice product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write...

COVER X CORPORATION
P.O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010
Facsimile: (313) 358-2459

centives that if met will keep the

cost of the program down," he
stressed.

PEPCO expects about 700 of its

5,400 employees to enroll in the
open-ended HMO.

In addition, 900 other PEPCO

employees are expected to remain
with three other HMOs to which

PEPCO pays premiums, and about
3,800 remain in a self-insured in-

demnity program.
Those HMOs include Group

Health Assn., Kaiser Foundation
Health Plan of the Mid-Atlantic

States Inc. and M.D./Individual

Practice Msn., all of which are 10-

cated in the greater Washington,
D.C.,area.

Service incentives

Under a new one-year contract,
the Broward County Public School
Board in Fort Lauderdale, Fla.,
will receive penalty payments from
Humana Health Care Plans if the

health care giant fails to meet cer-
tain negotiated levels of perfor-
mance.

Humana of Fort Lauderdale, a

unit of the Louisville, Ky.-based
health care insurer and hospital
operator, had come under fire for
failing to issue identification cards

promptly to district employees and
not paying claims in a timely fash-
ion.

The health plan now will face
fines of up to $100 per day per
member that does not receive cer-

tain services within a specified
time period.

For example, if Humana does not
provide emergency care within 24
hours of an injury, it must pay the
board a fine equal to $100 per day
per member waiting for services,
according to Richard Thomas, ben-
efits director for the school dis-

trict.

Humana is subject to the same

$100 fine per member that must
wait for non-emergency care for
more than 72 hours, according to
Mr. Thomas.

In addition, as an incentive to

pay claims on time, Humana must
pay a $100 per-day, per-claim fine
for each past-due claim.

Humana also is subjectto a $10
per-day fine for failing to deliver a

membership card by a certain date,
Mr. Thomas said.

"Companies in South Florida are

being pressed to provide better
service," Mr. Thomas said.

Approximately 17,000 people are
employed by the Broward school
district and receive health care

through a Humana HMO or a Hu-

mana indemnity plan with a pre-
ferred provider option.

In March, the Broward board re-

placed its previous insurer, Blue
Cross & Blue Shield of Florida,

with Humana, citing Humana's
lower costs.

Upon renewal for 1990, the
board solicited proposals from 400
health insurers, but only two com-
panies, Humana and BC/BS of

Florida, were willing to underwrite
the board's multiple option plan,
said Mr. Thomas.

The board's insurance committee

chose Humana based on price, Mr.
Thomas said.

"Humana bid $27 million com-

pared with Blue Cross wanting $33
million," he explained.

"However, we insisted that they
guarantee quality service. We said,
'Standards and responsiveness
have to improve.'

"Because they are both the pro-
vider and insurer, service becomes

paramount," Mr. Thomas also ob-
served.

In addition to the penalty sys-
tem, Humana has agreed to limit

increases in 1990 premiums to
17.5% for the indemnity/PPO plan

and 15% on the HMO portion. Hu-
mana had originally requested 18%
and 16% increases, respectively,
according to Mr. Thomas.

Under the agreement, Humana
also will establish a claims pro-
cessing unit that will be solely re-

sponsible for claims of Broward
school board employees and their
dependents.

It also will provide a complaint
handler and a medical affairs as-

sistant that will work out of the

school board's offices, Mr. Thomas
said.

AIDS costs up 56%
The life and health insurance in-

dustry paid approximately $802
million in individual and group

claims related to acquired immune
deficiency syndrome in 1988, a 56%
increase from 1987 AIDS-related

claims of nearly $514 million, ac-
cording to a recent A.M. Best Co.
survey.

Based on these results, the insur-

ance industry "will probably see a
rapid increase in AIDS costs as a
percentage of total claims for at

least the next three to four years,"
said William Kling, senior actuary
with AEGON Insurance Co. in New

York.

The report was based on infor-
mation provided by 462 insurers

that responded to a claims survey
Best's sent in July 1989.

The form requested state-by-
state life and health information

for 1987 and 1988.

For the companies that re-
sponded, AIDS-related claims to-
taled $466 million for 1988, with
52%, or $242.3 million, of costs
stemming from individual and
group life insurance policies.
Forty-eight percent, or $223.7 mil-
lion, in AIDS claims costs came

from individual and group health
insurance policies.

The responding insurers ac-
counted for $25.2 billion, or 62%,
of the $40.6 billion in individual

and group accident and health
claims paid in 1988, as well as
$11.9 billion, or 55%, of the $21.6

billion of individual and group life
benefits paid by the entire industry

during 1988.
AIDS-related claims accounted

for nearly 1.3% of the cost of indi-
vidual and group life and health
claims payments by the industry in

1988, according to the survey. In
comparison, for 1987, AIDS claims
represented 0.9% of all claim pay-
ments.

The survey also found that the
average amount of an AIDS claim
increased in 1988 from 1987.

For example, the average size of
death benefits paid to beneficiaries
of AIDS victims with life insurance

was nearly $31,000 in 1988, nearly
5% higher than the $29,541 average
benefit paid in 1987.

However, inconsistent account-

ing procedures used by respon-
dents prevented Best's from track-
ing the average cost of an AIDS
health claim.

Of the respondents, only 80 in-
surers, or 17%, reported no life or
health AIDS-related claims in

1988. Best'ss noted that of the 80

companies without AIDS-related

claims, most were very small insur-
ers.

The survey also found that 50.9%
of total AIDS-related claim pay-
ments were reported in four states:
California, with $119.9 million in
claims; Texas, with $67.7 million;
New York, $61.1 million; and Flor-
ida, $46 million.

Illinois, Georgia, Oklahoma,
Pennsylvania, Ohio and New Jer-
sey were next, in descending order,
among the 10 states with the high-
est claim payments for AIDS-re-
lated claims. I



If solutions could be pulled out of a hat, you could be sure of one
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largest network of sales
and service specialists
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plan needs.
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Opinions Business

A great beginning Insurance
Reporting weekly for corporate risk,

employee benefit and financial executives

Publisher· Alfred Malecki (New York)

THE ENDOWMENT OF TWO new chairs, one in fo.,-
Associate Publisher/Editor. Kathryn J Mcintyre,ARMrisk management and another m employee benefits <29*LUK·,1/r'<AUY

86/4 '*fr (Chicago)management, at two important educational institutions ' ele AUDW ME/TO Managing Editor: James M Burcke (Chicago)
is an auspicious beginning of the decade for the two
disciplines ENE 700 A UFT!\! Senior Editor· Jerry Ge,sel (Washington)

* Assistant Managing Editor. Dave Lenckus (Chicago)

The professionalism of risk management and em- CHICAGO: Stacy Adler (Associate Editor)

ployee benefits management is greatly enhanced with Jeanne M Bartels (Graphics Editor)

Karen Brown (Assistant to the Editor)each new commitment by colleges and universities to
the study of these Important disciplines before students Meg Fletcher,ARM (Associate Editor)
begin their careers

Linda J Collins (Agent/Broker Ed,tor)

Sara J Harty (Editorial Assistant)

A chair m insurance and risk management has been , Mark A Hofmann (Associate Editor)

Karen Huelsman (Copy Editor)created by a $1 5 million contribution to The College of ' 6*%1,- f *'. ->'=r-V /Insurance in New York by Corroon & Black Corp m ' '4=lu Marilou Jones (Directory Editor)

Laura Mazzuca (Agent/Broker Topics Assoc/ate

honor of retirmg Chairman Robert F Corroon In addi- / ik-34*=ZE£
tion, a professorship in employee benefits management bil--,

Editor)

Roger Schillerstrom (Ed,torial Cartoon,st)

will be created by a $1 million endowment to the Uni- 1«»r Timothy Stanton (Copy Editor)

versity of Pennsylvania's Wharton School m Philadel- 1 4 Ebue#inoW liV Paul Winston (Copy Ed,tor)

Joanne Woicik (Copy Desk Chief)phia by the International Foundation of Employee 1/&/DUM#ms/JUI
Christine Woolsey (Assoctate Editor)

Benefit Plans (see story, page 3)
DALLAS· Michael Bradford (Associate Editor)

Just two years ago, Aon Corp donated $1 million LONDON· Stacy Shapiro (international Editor)

to Northwestern University's Kellogg School of Man- Carolyn Aldred (Associate Editor)

agement in Evanston, Ill, to establish a chair in risk -,.,---"-- LOS ANGELES: Donna D,Blase (Bureau Chief)

Louise Kertesz (Associate Editor)management in memory of Harold H Hines Jr, the benefits careers They say that these prestigious msti-
NEW YORK: Douglas Mcleod (Bureau Chief)

former president of Aon subsidiary Rollins Burdick tutions regard these as important careers, which wlll Judy Greenwald (Assoc,ate Editor)
Hunter (BI, June 15, 1987) help attract bright students to these professions And, Collin Nash (Ed,tona/ Ass,stant)

These professorships are important for what they as the graduates m these programs enter the workforce, Michael Schachner (Associate Editor)

will accomplish in substance and in image they certainly will command respect for their abilities WASHINGTON: Adrienne C Locke (Associate Editor)

Students at The College of Insurance and Kellogg and their posittons more quickly Advertising Director: Donald A Walsh (New York)

will be afforded the opportunity to study rlsk manage- The chairs also establish a new standard of ex- Midwest Sales Manager: Robert L Niesse (Chicago)

ment in courses that otherwise would not exist at these cellence for nsk management and employee benefits CHICAGO: Deborah D Neale (Distnct Manager)

Margaret Hikido (Distnct Manager/
Institutions without these endowments The students management. Classified Sales)

will be better prepared to assume roles in risk manage- However, no commentary on education in risk man- Elmer Kerstowske (Production Managed

ment departments with a firmer grounding m the prm- agement, employee benefits management and msur- Eastern Advertising Manager. Martin J Ross (New York)
NEW YORK· Charles A Horvath (District Manager)ciples of risk management ance would be complete without also commending the Jack Forrest (District Manager)

And, students at the Wharton School will be pro- work of the Insurance Institute of Amenca m Malvern, Kathryn Premetz (Distnct Managed

vided with what is believed to be the first opportu- Pa., for its numerous programs m insurance and Ilsk Cynthia Bykowski (D/stnct Manager)

mty to formally prepare for careers in employee bene- management and the joint venture of the International LOS ANGELES· Michael J Sharpe (Western Advertising
Manager)fits management Foundation and the Wharton School for the Certified

This is not to say that learning risk management and Employee Benefits Specialist program These programs Director of Commumcations: Ronnie I Drachman

(New York)employee benefits management at the side of a sea- are vital to furthermg the professionalism of those al-
EDITORIAL· Chicago 312-649-5398soned professional-as so many accomplished risk ready involved in the fields Dallas 214-363-1066

managers and employee benefit managers have done- For two disciplines that have matured m profes- London 01-404-4228

is not excellent preparation for a career But no one can sionahsm and stature m the face of great challenges in Los Angeles 213-651-3710
New York 212-210-0140

argue that a college graduate who has studied the dis- the 1980s, these new chairs and the continuing efforts Washington 202-662-7200

cipline extensively in school will not be better of exlstng educational programs in risk rnanagement ADVERTISING: New York 212-210-0133
Chicago 312-649-5276equipped to perform on the iob and employee benehts promise to produce new leaders Los Angeles 213-651-3710

These academic chairs also go a long way toward capable of meetmg the even greater challenges sure to COMMUNICATIONS· New York 212-210-0132
enhancing the image of risk management and employee emerge in the coming decade CIRCULATION: Detroit 313-446-1611
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Planning benefits rity, while 95% sa, their programs Fifty-seven percent of respondents that 101 to 300 employees partici- offei such a plan
deal with -etirement benefits and said participating employees were m- pated, 19% said 51 to 100 employees Thirtv-seven pei cent of companies

Continued from page 3 90% say their programs contain m- terested m Social Security, anc half participated, 19% said 26 to 50 em- that nemier offer noi intend to offer
tirement planning benefits say they formation about sa jings and invest- said employees were interested m fi- ployees participated, and 17% said pre-retirement planning put the
plan to offer such a program within ments nancial planning only between one and 25 workers amount of iequired staff time among

two years Other top cs common.y covered by Many programs offer financial participated in their programs the main reasons they do not plan to

Another 31% say they plan to offer pre-retirerrent planning programs proiections to prospective resire€s Eighty-two percent of employers offer such a program

a pre-retirement planning program, include Eighty-two percent of the employ- offering pre-retirement planning Other reasons for not offering a
but have not decided when to do so • Financial planning, cited by 85% ers furnish projections of retirement programs set some type of eligibility program include

While larger organizations also are if respondents offer-ng programs benefi.s -0 participants m pre-retire- requirement • A pre-retirement planning bene-
more likely to be planning to institute • Taxatic r of benefits, cned by ment planning programs, 61% fur- For Instance, 60% have a minimum fit is not needed by employees, cited
programs than smaller employers, the 34% nish Social Security project_ons, 25% age standard, while 19% require par- by 28% of the respondents
proportion of smaller companies • Lifestyle adjustmerts in retire- can furn sh savings projections, 17% ticipants to be of a certain age and to • A program would be too costly,

planning to offer pre-retirement ment, cited kg 81% can do tax prolections, and 10% can have worked a certain number of cited by 26%
planning help to employees is greater • Health concerns, cited by 75% offer personal budgetmg pre ections years at the organization Three per- • Management objections to offei-
than the number of small companies • Estate planning cited by 75% Five percent offer other types of cent have a years-of-service require- ing a pre-retirement planning pi 0-
currently offering the benefit • Income -axes, cited by 65% projections, while 10% of -hose of- ment, but no age standard and 18% gram, cited by 10%

For instance, while almos. 60% of • Efficient use of time, cited by fermg pre-retirement planr-tng pro- have no age requirements • Such benefits are not required
companies with 5,000 to 20,000 em- 61% grams vannot offer any type if finan- Of those programs with an age by law, cited by 8%
ployees plan to offer a pre-retirement • Work opportunities in re:ire- cial prijections to program standard, 41% set the minimum at In addition, 32% of employers that

planning program, about 40% of em- ment, indi-idual retirement ac- participants 50 to 54, another 41% require par- do not plan to offer pre-retirement
ployers with fewer than 1,000 work- counts, and Nhere to live, each cited Man 1 employers use a combina- ticipants to be 55 to 59 years old planning gave other reasons, includ-
ers also plan to establish one by 60% tion of in-house and outside experts and 4% have a minimum age of at ing a lack of older workers, the fact

Most pre-retirement programs cur- • The use of professional advisers, to presens their pre-retiremen: plan- least 60 Fourteen percent set some that pre-retirement plannmg is a low
rently offered include financial plan- cited by 53% ning programs other minimum age pI'lOI'lty compared with other benefit
ning information Retirement oenefits-cted by 79% Seventy-eight percent of r.spon- Of those programs with service re- issues and the fact that their workers

Ninety-seven percent of companies cf employers with pre-retirement dents now offering programa sa> m- quirements, 25% require five to nine are not centrally located
offering programs say their programs grograms-p-:s of most interest to hOLSe benefits staff members partici- years of service, 39% require 10 to 14 However, 34% of the respondents

include information on Social Secu- Trospective retirees m the programs pate in conducting the programs, years of service, 11% require 15 to 19 with multiple locations already offer
63% use lical experts and/or prcfes- years of service, 7% require 20 or pre-retirement planning programs to
sionals, 33% use other, non-benefits more years of service and 18% have their employees, according to Buck

Planning tied to incentives in-house staffers, 23% use ccnsulting some other service requirement
firms, and 22% say retirees par-ici- Meanwhile, employers that do not Copies of "Pre-Retirement Planning

pate m the programs currently offer and do not plan to Survey, December 1989" are avail-

Pre-retirement planning benefits often are oifered by employers The totals do not equal 1:10% be- offer pre-retirement planning bene- able for $100 each from Carolee Mar-
in conjunction with early retirement incentive p-ograms cause mary companies use m3re than fits most frequently cite the amount tin, Manager Of Marketing, Buck

Fifty-one percent of emplcyers that have offered earl, retirement one source to present their pr3grains of staff time necessary to operate Consultants inc, 500 Plaza Drive,
incentive programs also conducted pre-retirement plann_ng pro- Wyat:'s Mr Sanchez noted la. the such a plan as a reason they do not Secaucus, N J 07096-1533
grams, according to a survey by New York-basel Buck Corsultants qualifications of the professionals of-
Inc fering the program is one of f ie most

All told, 46% of responding employers saic they iad offerec impirtant Ingredients m a successful

an early retirement incentive or ' window" program, in whi 2t. pre-retirement planning progzam Reti rement plansemployees below retirement age are encouraged to retire early Organizations use several different
Employers most often use the programs to cut workforce siz€ formats m presenting pre-ret_rement
and avoid layoffs planmng Frograms, though the group

Buck found that the vast rralority-82%-of pre-retirement plan- mee:mg'workshop format is alr'ost vary by employer
ning programs offered ir. conjunction with early retirement incen- universally employed, with 37% of
tives are special, rather than regular ongoing pr€-retirement plan- employers offering pre-retirement Retirement plans offered to employees vary greatly depending
ning programs planning programs Uslng it upon an employer's type of business, a new survey shows

Only 12% of respondents said thea expect to offer an early re- In addition, 33% use wor_cbcoks For instance, 96% of the service industry employers polled by
tirement incentive program within the next two years However, of in their programs, 31% hold meet- New York-based Buck Consultants Inc offered defined contribu-

these employers, 69% said they likelh would offer a pre-retirement ings with mdividual employees, 7% tion pension plans to their workers, as did 95% of the manufactur-
planning program along with the early retirement option use madings to conduct port_ons of ' ers

-131 Jamer M Burcke their programs, and 5% utihze take- However, only 65% of the universities, foundations and trade and
home audio cassettes labor associations-referred to by Buck as "non-business employ-

Practica_ly all-969>-of tne em- ers"-sponsored defined contribution plans
ployers offenng programs allow the Only 55% of surveyed universities offered defined contribution
employee's spouse to participate

EQUIPMENT
plans

Pre-re:irement planning programs On the other hand, 18% of surveyed manufacturers did not offer

INSURANCE MANAGERS
can last for several weeks at 30% of a defined benefit pension plan, compared with 14% of the non-busi-
the employers offering such pro- ness employers and 11% of the survey industry employers
grams, whl-e 23% say they last one or All government entities surveyed by the benefit consultant spon-EQUIPMENT INSURANCE MANAGERS, INC. IE NOW OFFERING two consecitive days, 16% say their

LIABILITY AND INLAND MARINE COVERAGE FOR CON--
sored defined benefit plans

programs last less than a day and Government entities, though, were far more likely to require em-
/,»ZiA,V STRUCTION EQUPVIEI\IT RELATED 14% say the program takes one full ployee contributions to defined benefit plans than the other types

ACCOUNTS INCLUDING day to conduct The remamder gave of employers surveyed
m EQUIPMENT RENTAL some other answer Ninety percent of the government entities with defined benefit

UVE 1 CRANE & RIGGING According to Buck, the mosi com- plans required employee contributions to the plans, compared with
-12641"/7 • SCAFFOLDING
.ERadliglf . EQUIPMENT DEALERS

mon program-ffered by 30% of em- only 10% of non-business employers, 8% of service employers and 1

ployers-is conducted on employee 6% of manufacturers

1//lial
work time and lasts two or more coi- In addition, 52% of government entities with defined benefit
secut-ve da3 s plans offered employees the option of a lump-sum payout, com-

EQUIPMENT INSURANCE
The size of pre-retirement plan- pared with 35% of non-business employers, 33% of manufacturers

ning programs, in terms of th€ r.un- and 31% of service industry employers

MANAGERS. INC. ber oY employees that participated in Government entity pension plans also were much less likely to be
1988, varies widely For instance,

4514 Cole Ave . Suite 700
integrated with Social Security than other employers' plans, the

11% cf employers said that more than survey found
Dallas TX 75205 500 employees participated w. their Twenty-nine percent of government entities' defined benefit
214/522-5204 For more trformation contact programs m 1988, 8% said that 301 -0 plans were integrated with Social Security, compared with 35% of
FAX 214/520-1664 Elaine Garner 500 employees participated, 25% s:_d non-business defined benefit plans, 75% of seivice industry plans

and 78% of manufacturers' plans

However, until April 1983, local government entities were permit-

11 1
ted to withdraw entirely from the Social Security program

ala
And, none of the government entities' defined contilbution plans

d were integrated with Social Security, compared with 5% of service
industry defined contribution plans, 8% of manufacturers' plans

e and 23% of non-business employers' plans
. 1 To integrate a defined contribution plan with Social Security, an

employer can vary its contributions to the plan in accordance with
changes in FICA tax levels

And, only 31% of the government entity defined conti ibution
plans contained loan provisions, compared with 46% of non-busi-
ness employers' plans, 60% of manufacturers' plans and 72% of ser-
vice industry employers' defined contribution plans

Meanwhile, government entities were more likely to offer fully
subsidized health care benefits to retirees under age 65 than the

Business Insurance gives you total news coverage of loss
name (please print) other types of employers

prevention, risk financing and benefit management Evely Thirty-five percent of the government entities provided fully sub-
week Annual subscription 1 52 issues) in U S dollars sidized health care benefits to retirees under age 65, compared with
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28% of the manufacturing and service employers and 9% of the

Canada El $107 El $162 compani non-business employers
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All other foreign 5 5107 Rates on reques

with 18% of service industry employers, 21% of manufacturers and
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0 bill me 0 bill company

Likewise, 21% of government entities offeied no health care cov-
C/4 state/country zip/postal ccde

O Please send mformation on yoir special 20% off grouK
erage to retirees over 65, compared with 20% of service employers,

0 1 pre er not t I receive information or advertising by mall 23% of non-business employers and 32% of manufacturers
rate for five or more subscriptions from compante. not affiliated witt Cram Communicati,irs -By James M Burcke

Ma,1 to: Business Insurance, Circulation Dept.,965 E Jefferson Ave., Detroit, M' 48207 4CDLX



Russian art ums or private collections autos was undennitten by Seguros Only one performer was hospital- The festival was inspired by SanThe Armory Museum eggs had Amenca S A in Merico City
Continued from page 3 not previously been exhibited in ized during the festival, and the re- Diego Mayor Maureen O'Connor's
rubies and sapphires CIGNA Property & Casualty In- sulting $5,600 hospital bill fell within 1988 trip to Moscow, Mr Herringthe United States, according to the surance Co of Philadelphia, a the city's medical deductible, Mr explained She subsequently enteredThe political risk event cancella- San Diego Museum of Art CIGNA Corp unit, provided a $1 Johnson said into a cultural agreement with thehon coverage was purchased to The museum sold about 205,000 million difference-in-conditions pol- Sar Diego's Mercy Hospital agreed Ministry of Culture in Moscow, hereimburse San Diego Festivals Inc tickets to the Faberge exhibit, mak- icy for auto and general liabllity ex- to provide free outpatient emergency said
for any out-of-pocket expenses and ing it the San Diego Museum of Art's posures arising from the Mexican care for the performers, regardless of Before agreeing to loan its artworkobligations incurred between May largest draw ever, a spokeswoman events the cost
10, 1989, and Jan 7, 1990, if state said to San Diego, the Soviet governmentThe CIGNA DIC policy carried
or federal governments in either The hospital treated more than 60 required that the city provide proof
country canceled any events The museum purchased a special separate $1 million aggregates for Soviets on an outpatient basis, Mr of a federal waiver of Judicial seizure,exhibition pollcy on the Faberge egg products and completed operations Johnson noted which requires federal governmentThe policy was "the biggest chal- exhibit, according to its broker, Pa- exposures and personal and adver- First-aid station services for out- approval, according to Mr Hernnglenge for us," said Thomas W Cor- tricia J Hayes, manager of the Muse- tismg exposures Aito coverage pro- door festival events were donated by Basically, under the waiver of judi-bett, executive vp of San Diego- ums and Exhibitions Department of vided up to $1 mzllion per accident Physicians & Surgeons Hospital in cial seizure, the government pledgedbased Robert F Driver Co Inc and Huntington T Block Insurance in with no aggregate San Diego, he addeddirector of ltS Newport Beach, Washington, DC to help assure that private individu-The total cost 08 the festival's spe- The San Diego pollce department als in this country who thought thatCalif -based Special Risk Division, Coverage for the exhibit, which cial event liabilit/ coverages was provided security for public events they had some right to any of the ob-which placed coverage for the fes- opened Oct 22, was written by The $41,400, Mr Johnson said and -about a dozen" private secu- Jects through their heritage wouldtival Through ltS large book of Home Insurance Co in New York Medical coverage of up to $1 mil- rity guards were hired for events not seize the objectmunicipal business, the firm was and reinsured with Lloyd's un- hon per person, and accidental death where money was handled, Mr Her- The Faberge egg exhibit is sche-familiar with special events cover- derwriters, Ms Hayes said and dismemberment coverage of up rmg said Two civic groups donated duled to open Jan 30 at the Krem-age, but had never placed political Huntington Block also had ar- to $100,000 per person, both with a additional mformal secunty person- hn in Moscowrisk covei age for such an event ranged to provide coverage for the $10,000 deductible, were written nel, he added As part of the arrangements toLloyd's of London broker Cri- Masterworks in Metal exhibit before Lloyd's underwriters The AD&D San Diego also required the more transport the exhibit to the Sovietspin Speers & Partners Ltd han- it was canceled, Ms Hayes said coverage camed a $5,000 subhmitfor than 20 local sponsoring organiza- Union, the San Diego Museum of Artdled placements at Lloyd's for The various San Diego museums children under theageof 16
Driver housing Russian art and photography tions hosting exhibits and perfor- asked the federal government,

The combmed aggregate for both mances during the festival to carry through a federal indemnity, to pro-"The political risk aspects of the displays were responsible for arrang- coverages was $5 milhon Total cost at least $1 million in liability cov- vide the primary level of coverage forevent-doing business with Russia ing fine arts coverage for those exhi- for the coverage was 59,300, Mr erage naming the city and San Diego eggs owned by Amencans while on-led us to believe there was a need bits, with some subsidization from Johnson said Festrals Inc as insureds display in Moscowto arrange polltical risk event can- the city, Mr Herring said
cellation protection," Mr Corbett Other exhibits held in vanous San
explained Diego locations Included Folk Art of

Officia_s also asked Mr Corbett the Soviet Union, Soviet/American Editorial Editor·al Index Service Bu,inciss i

to explore the costs of traditional Space Art, Contemporary Soviet 220 East 42nd Street. New York, NY 10017

event cancellation coverage to pro- Photography, Soviet and American Index Please send me the following index(es)
tect the city from weather or natu- Children's Art, Miniature Lacquer Full Index Service at $100*  1990

ral disaster-related cancellation Art, Poster Art of the Soviet Union, Softcover editions at $100* each

losses, he said and Faberge Gem and Mmeral Carv- Service 0 1986 01987 0 1988 0 1989

"What we found was that the ings
Hardcover editions at $150* each

0 1981 0 1982 0 1983 0 1984 0 1985
pricing for event cancellation cov- Mr Corbett said that when the city • foreign postage addit„mal

erage for such things as rain, wind asked him to market the various fine TOTAL ENCLOSED 

and earthquakes was three times arts exposures on an individual basis, T he Business Insurance Editortal Index Service
PAYMENT MUST ACCOMPANY ORDER -

directs vou to all news reports and feature amdesthe lost of cancellation coverage "we found that individual coverages O Visa [1 Mastercard O Optima O American Express
pubhshed by Business Insurance newsmagazinefor political risk exposures, which would have been a lot more expen- O Check Enclosed (payable to Business insurance)

we felt was unusual because we sive" than adding coverages to the
saw the political risk exposure as a museums' existing policies T he annual service includes 3 quarterly reports and a Account # Exp Datecumulatike annual volume In addition, arhcle
bigger risk," Mr Corbett pointed Round-the-clock security at the atattons between Fubhcation of quarterly reports areOut Signature

Faberge eggs exhibit throughout the available from BI's Information Centers in New York
The cost differential was partic- festival Included guards on the floor and Chicago Complete alphabetical and chronological Nameularly surprising, Mr Corbett said, of the exhibit, armed guards on a listings by company. person. subject and geographic

because of the political upheaval in platform overlooking the display location enables you -0 access data quickly and
China and the general unrest cases, alarms in each of the cubicle Titleaccurately Phone

abroad a: the time he was market- clear-view display cases housing an
ing the coverages egg, and other electronic surveillance  ' ake advantage of this Company

San D-ego elected not to pur- equipment -L cost effectve tool and

chase traditional event cancella- Guards also used hand-held metal fill out the coupon today or Business
Address

tion coverage, Mr Corbett noted, detectors, viewers had to pass call 212/210-0137 Insurance
and did not need it No events were through two metal detectors, and all City State ZIPcanceled due to weather bags and purses were physically --

Though the Masterworks in searched
Metal icon exhibit was to have The Russian festival included
been a focal point, the festival was opera, drama, marionette theater, WIN-WIN
a success without it, officials said dance, symphony and Moscow circus

It was "by far the largest Russian performers It also featured a Russian
festival ever held in the U S," said film festival, performances by Soviet

RECOVERY
Mr Herring, who estimated total child prodigies and food prepared by
attendance at nearly 750,000 master chefs from the Soviet republic MANAGEMEMT

While the performances and fes- of Georgia

eerssnncluadivnagr vcsZ CS'manmit1 17Roatny
art at various theaters, parks and tour, paid the city $10,000 to perform Thats what we call our special
museums throughout the city- during the festival, Mr Herring said brand of medical and
ended Nov 11, the popular Fa- San Diego also sponsored three
berge Imperial Eggs remained on Soviet performances in Tijuana, vocational rehabilitation services.
display until Sunday, as did sev- Mexico, as a neighborly gesture
eral other exhibits Because when injured workersIn additional to political risk in-

Twenty-seven of the eggs, hand- surance, the festival events were in- recover fast and come back tocrafted by master jeweler Peter sured under special event habillty in-
Carl Faberge as Easter gifts for surance and medical and accidental work fast everybody wins:Russian royalty between 1885 and death coverages for performers
1916, were on display at the San A master all-risk special event pol- employers, insurance companies
Diego Museum of Art icy covered liabllity for everyone at-

The eggs-made of platinum, tending any of the events, said Mr and claimants. Find out about
gold and silver, encrusted with Johnson
precious stones and each repre- The hability policy also provided win-win recovery rnanagennent
senting hundreds of hours of work host liquor liability coverage for any today. Let me send you our-are valued at $1 5 million to $6 functions where alcohol was served
million each They range in height and non-owned auto coverage for information. Call me at
from less than 3 inches to slightly any transportation-related expo-
under 12 inches sures (215) 251-9510, send me

Some of the eggs were crafted Irving, Texas -based Gulf Insur-
with clocks or mechanized and ance Co provided primary limits of your business card or
musical animals inside them $1 million per occurrence with a $2 FAX to (215) 251-9518.Others featured miniature ships rmllion general aggregate
working trains, replicas of palaces A $4 million per occurrence/$4
and painted portraits on leweled million aggregate first-layer excess
easels policy was underwritten by Chubb

While Mr Herring would not Custom Insurance Co of Warren, A GENERAL
disclose the appraised value of the NJ, a unit of Chubb Corp And, -ri-irY-r -1 A

entire collection, he confirmed that First State Insurance Co of Boston, a
it exceeds $50 million Hartford Insurance Group unit,

Eight eggs were loaned to the wrote a $5 milhon per occurrence/$5
museum from The Armory Mu- million aggregate policy excess of --SERVICES INC
seum-State Museums of the Mo- Chubb's $4 million layer
scow Kremlin, nine from the For the three events in Mexico, 1436 LANCASTER AVENUE • BERWYM, PA 19312 • (215) 251-9510
Forbes Magazine Collection, two a $25,000 per occurrence/$25,000 ag-
from Queen Elizabeth II of En- gregate pnmary policy for general h-
gland and eight from other muse- ability and non-owned and hired THE FAST TRACK TO A COMFBACK
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Quake losses hit Australian market
By KATE McILWAINE

SYDNEY, Australia-Australian
property/casualty insurers are es-
timating that losses from the
earthquake that struck southeast-
ern Australia last month will total

about $700 million Australian

($548.8 million) and will lead to a
tighter commercial insurance mar-
ket.

Overall loss estimates by insur-
ers range from between $500 mil-
lion Australian ($392 million) and
$1.2 billion Australian ($941 mil-
lion), with most estimating about
$700 million Australian in damage.

The expected loss rivals the
losses from Cyclone Tracy, Aus-
tralia's worst loss ever. Cyclone
Tracy pummeled the coast of the
Northern Territory in 1974, caus-
ing $800 million Australian ($627.2
million) in insured damage in 1989
dollars (BI, Oct. 17, 1988).

The Dec. 28 quake, which mea-
sured 5.5 on the Richter scale, hit

the industrial city of Newcastle, 60
miles north of Sydney. The central
business district of the city of more
than 150,000 people was severely
damaged, with engineers estimat-
ing that 70% of the buildings will
have to be demolished and others

will require extensive refurbish-
ing.

In hard-hit residential areas,

many homes will be demolished
and others will have to be re-

paired.
Most Australian homeowners

and commercial property insur-
ance policies cover earthquake
damage. And, while insurers say
they are adequately reinsured for
the expected flood of claims in the
London and other markets, observ-

ers say the quake will have a major
impact on the Australian insurance
industry.

"If commercial claims are signif-
icant, (the total cost) could be hun-
dreds of millions of dollars," said
John K. Westmore, chief executive
of the Insurance Council of Aus-

tralia in Sydney.
While Newcastle is not the

"wasteland" that the city of Dar-

win was in 1974 when Cyclone
Tracy hit, the earthquake will
cause -a lot of pain and suffering"
in the insurance industry, Mr.
Westmore said.

It will take weeks before insurers

are able to assess the full business

interruption losses from the earth-
quake, sources said.

Newcastle's central business dis-

trict was still closed last week to

all but residents and property
owners with special entry permits.

However, one source said that
many business interruption losses
will not reach the average mini-
mum deductible of $20,000 Austra-

lian ($15,680) per policy.
The Sydney-based Government

Insurance Office of New South

Wales, a New South Wales state-
owned insurer and one of the lar-

gest insurers in Newcastle, had re-
ceived nearly 3,000 claims by late
last week, according to Hunter Re-
gion Manager George Quintrell.

GIO wrote property insurance
polices with limits of more than $5
million Australian ($3.9 million)
for many businesses in Newcastle's
central business district. However,
GIO still does not know the extent

of damage to all of the buildings it
covered, he said.

However, Mr. Quintrell esti-

mated that GIO will pay out $40
million in gross claims for earth-
quake-related losses. Claims from
commercial policyholders total $20
million so far, he said.

Mr. Quintrell said that while

many GIO policyholders in New-
castle's central business district

had obtained business interruption
coverage in the pastfive years,
"whether their cover is sufficient is

another matter."

GIO's single biggest loss proba-
bly will be the Newcastle Returned

Servicemen's League Club, which
sustained more than $2 million in

damage, not including business in-
terruption losses, he said.

GIO also manages a New South
Wales government fund that will

cover losses -0 government prop-
erty. Mr. Quintrell estimated that

damage to government buildings

would range between S50 million
Australian ($39.2 million) and $100
million Australian ($78.4 million).

Melbourne-based Guardian

Royal Exchange Insurance Ltd.
likely faces the single biggest
earthquake-related loss. said erry
R. Herbert. general manager.

GRE wrote 50% of the coverage
for the Newcastle Workers' Club.

which sistained $8.5 million Aus-

tralian ($6.7 million) in damage
and business interruption, he said.
The club s top floors collapsed onto
lower floors during the quake, kill-
ing 12 people. The quake's entire
death toll was 14.

Other insurers share the remain-

ing 30% of the loss, according to
Mr. Herbert.

Overall, GRE expects to pay
more than $15 m.11ion Australian

($11.8 million) in gross earthquake
related losses, he said.

Sydney-based Manufacturers'
Mutual Insurance Ltd.'s gross

losses will "top out at $10 million
Australian" ($7.8 million), esti-
mated Bob S. Sparks, general in-

surance manager for the insurer's
Northern New South Wales region.

Commercial accounts represent
Continued on next page
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only 4096 of the coverage MMI
writes, but losses from those ac-
counts will exceed losses from ho-

meowners, Mr. Sparks estimated.
Rodney J. Adler, chief executive

officer of FAI Insurances Ltd.,

Australia s largest non-life insurer,
expects that total insured losses
will reach $1.2 billion Australian

($941 million) from the earth-
quake.

FAI so far has received 100

claims from the quake for approxi-
mately $5 million Australian ($3.9

million) of losses, Mr. Adler said.

However, he stressed that it is too

early to estimate total damages.
FAI will retain only $1.5 million

Australian ($1.2 million) of that $5
million, he said.

FAI "learned its lesson" after

Cyclone Tracy, when its reinsur-
ance was inadequate, Mr. Adler
explained. He said the company

now reinsures a major portion of
its risk.

Sydney-based N.R.M.A. Insur-
ance Ltd. is expecting to pay be-
tween $20 million Australian
($15.7 million) and $50 million

Australian ($39.2 million) in gross

earthquake-related losses.
The insurer, which is affiliated

with the National Roads & Mo-

torists' Assn. and is one of Austra-

lia's largest non-life insurers with
a 1989 premium volume of $774
million Australian ($606.8 million),
has received 2,400 claims so far
and expects more, said General
Manager Ray B. Willing.

Sydney-based QBE Insurance
Group Ltd. Secretary and General
Counsel Geoffrey Budge said the
insurer still had adjusters working
in the area and that losses were

difficult to estimate.
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It will be another two to three

weeks before a reasonable estimate

is available, he said.

QBE, like many other insurance
companies, has been hampered as-
sessing damage because it can no
longer operate from its offices in
the central business district of

Newcastle. The insurer has set up
temporary offices in an outer sub-
urb.

QBE insures very few commer-
cial insurance risks in Newcastle's

downtown area, though it under-
writes coverage for about 25% of
the homeowners in the area.

the more you stand to lose.
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Some insurance experts expect
that the quake will turn around
Australia's soft property/casualty
insurance market.

For example, Mr. Budge of QBE
expects that the Australian quake
as well as all of the catastrophic
losses worldwide in 1989-includ-

ing Hurricane Hugo and the San
Francisco earthquake-will lead to
a hardening of reinsurance rates.

N.R.M.A.'s Mr. Willing predicts a
hardening of reinsurance rates
after the Australian quake.

1989 was "an endless stream of

big knocks" for the insurance in-
dustry, which will tighten Austra-
lia's property/casualty insurance
market, said GRE's Mr. Herbert.

"It will hurt," he warned. June, a

major reinsurance renewal season
for Australian ceding companies,
will be "the testing time," he said.

The earthquake "could be the

catalyst we have needed to turn
around rates," said Rex Parker,

deputy executive director for Syd-
ney-based NZI Insurance Australia
Ltd.

Others believe that insurers will

reassess how they underwrite

earthquake risks.
Mr. Willing said the quake will

mean a total reassessment by the
insurance industry of the potential
for earthquakes in Australia.

Mr. Budge of QBE also said the
insurance industry will need to
reassess earthquake coverage, be-
cause Newcastle was not in a

known earthquake zone.
Mr. Adler of FAI agreed that the

Australian market would now look

closely at how industrial special
risks and homeowners insurance

would be underwritten. And pre-
miums are likely to rise as a result,
he said.

"Evidence shows that after a ca-

tastrophe there is always a surge in
premium income" because prop-
erty owners can be expected to buy
higher coverage limits, Mr. Adler
said. "If an earthquake could hap-
pen in Newcastle, it could hap-
pen in Sydney."

Months before the earthquake

struck, independent insurance in-
dustry analyst Jim Irish warned
that several factors have led insur-

ers to inadequately rate property
risks and that insurers would not

be adequately reserved for a cata-
strophic loss.

In a paper he wrote for an Octo-
ber meeting of the Insurance Insti-
tute of Australia, Mr. Irish warned
that because of the almost univer-

sal provision of earthquake cover-
age in property policies, the
growth in availability of business

interruption coverage and the in-
tense competition in the Australian
general insurance market, insurers

would not have adequate reserves.
However, Mr. Irish explained

that insurers can ill afford to suffi-

ciently reserve for such a loss, in

part because interest earned on
such reserves are taxable under

Australian tax law.

Mr. Irish also said insurers

should consider whether minimum

earthquake-resistant building code
specification should be mandatory
for insured buildings.

GRE's Mr. Herbert said it was

likely the building codes would be
changed, with more "earthquake-
proofing" required. Insurers then
could apply different policy terms
to cover buildings that meet those
codes.

However, Joe Gawin, acting
director of Australia's Camberra-

based Building Regulations Review
Unit, warned that research is ne-
cessary before Australia is "sad-
dled with an unbearable task" of

making buildings earthquake re-
sistant.

Mr. Gawin said there should not

be a "knee-jerk" response to the
Newcastle earthquake because im-

posing stringent regulations would
only add to building costs and may
not be necessary.

"The cost to the community
would be enormous. It would be

billions of dollars," he said. I
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In an industry that emphasizes statistics, it would be easy to lose

sight of the importance of the human element. But at Intracorp,

we believe the reason we're the leader in the healthcare cost

control and disability management field is simply because of the

caliber of our people. Dedicated and compassionate.

 Tough and

resourceful.

e Nightingate
Flo,en:

'.

WE EXPECT OUR PEOPLE

To BE A LImE OF Born.

In truth, they

have to be. How

else could you in-

still confidence and

courage in a disabled

person attempting to

return to work? Search

tirelessly for alternative

methods of care for an AIDS

patient? Bring unexplored treatment options to the attention of

physicians? Or painstakingly scrutinize medical bills line by line

looking for errors? At Intracorp, we've helped nearly 500,000

people return to productive lives. We've recorded savings for our

clients that total in the billions. We've pioneered new concepts in

cost control. And who's responsible for these achievements? Just

who you'd expect-the more than 4,000 healthcare professionals

based in our nationwide office network. For more information,

write Intracorp, Dept. I4, 1205 Westlakes Drive, Suite 300,

Berwyn, PA 19312. After all, the logic is quite simple-the more

e*'„

we expect, the more you can expect.  IMT[CORP
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Making an ESOP work
A bank's attempt to motivate its shareholder-employees

By Dennis J. Mirtaut

TN 1987, following a slow but steady rebound,
1Continental Bank Corp. in Chicago charted a new
direction: It set out to become a business bank. The

years 1987 and 1988 were transitional for

Continental Bank, involving the restructuring of the
organization for the new business focus. The
strategy and hard work has already paid off with
record company earnings in 1988 and the first
quarter of 1989.

Continental Bank's chairman and senior

management wanted to both reward employees for
their hard work during this recovery period and
provide them with an ongoing incentive to

continually improve their efforts. Employee stock
ownership was determined to be an effective and
innovative means to allow employees to share in
Continental Bank's success and to continuously
reinforce the entrepreneurial spirit. An employee

stock ownership plan was announced in October
1988, with the first allocation of stock to employee
accounts effective Dec. 31, 1988.

The Continental Bank ESOP was initially funded
with $27.2 million, consisting of two components:

i,0 A cash contribution by the company of $8.2
million, which represented the 1988 contribution.

0' A loan by the ESOP of $19 million, scheduled
to be repaid in three annual installments.

The funding source for the ESOP was essentially
supplemental contributions that otherwise might
have been made to participants in the company's
401(k) plan for 1988 through 1991. The 401(k) plan
provides for a basic match by the company of 50
cents for each dollar saved by the employee, up to
4% of annual salary, with potential for an additional
supplemental match at year-end of up to $1.50 per
employee dollar saved based on the company's
financial performance for the period.

Posters announcing Continental
Bank's new ESOP, using the theme

'You now have a piece of the
business,' were displayed in all

areas of the company.

With the introduction of the ESOP, supplemental
matching contributions to the 401(k) for the years
1988 through 1991 are not anticipated.

For Continental Bank-or any company-to be
competitive, cost control is important. To keep
implementation costs to a minimum, the human
resources staff was given the task of designing and
implementing the ESOP program. Many plan design
issues must be addressed when introducing an
ESOP. The major issues are summarized below:

• Eligibility.

A key issue is when an employee is eligible to
participate in the plan. Generally, the maximum
waiting period allowed by law is one year of
company service. The eligibility dates of a
company's other qualified plans (e,g., pension and
savings plans) should be considered in this
determination along with other factors.

The Continental ESOP provides for immediate
eligibility since the corporation wanted all
employees to become shareholders as soon as
possible.

• Vesting.
How soon an employee vests in the ESOP benefit

is also a key consideration. Vesting alternatives
range from immediate to some form of step vesting,
such as 20% vesting for each year of company
service or plan participation. If vesting is not
immediate, automatic vesting is usually provided in
cases of an employee's retirement, death or

disability. At Continental Bank, immediate vesting
was chosen, since the 401 (k) savings plan offers
immediate vesting and that plan essentially was the
source of funding for the ESOP.

• Forfeitures.

If the plan does not provide immediate
vesting, a provision must be made for how
participant forfeitures will be utilized. A company
can either use the forfeitures to offset expenses
of the plan (e.g., to pay interest on the loan) or
choose to reallocate the forfeitures to plan
participants.

• Dividends.

Dividends on the stock allocated to employee
accounts can be used by the company to reduce the
plan's cost. Another option is to provide the
dividends to participants, which can be done in
one of two ways: The dividends can either be
allocated to the employees' accounts or distributed
to employees in cash.

Allocating dividends to employee accounts
provides the advantage of tax-deferral without the
benefit of deferring the income for participants and
further growth of accounts. Distributing the
dividends in cash, though without the benefit of
deferring the income for employees, provides
employees with a regular reminder of the plan and
provides the company with a current tax deduction.

At Continental Bank, management decided to
allocate dividends to employee accounts, providing
participants with additional tax-deferred income
and avoiding the quarterly administrative expense
of distributing checks.

• Allocation of company contributions.
The basis for allocation of company contributions

to employee accounts must be determined. The most
common approach is to base the allocation on the
ratio of each employee's compensation to the
compensation of all eligible employees. The key
element here is how compensation is defined: as
either base salary earnings (exclusive of bonus
payments, overtime, etc.) or W-2 earnings.

In making this decision, one must consider that
the maximum allowable compensation for eligibility
of any employee is currently $200,000. Also, ESOPs
are subject to a discrimination test that dictates
that no more than one-third of an allocation can be

provided to highly compensated employees (as
defined by the Internal Revenue Code; currently,
those employees earning at least $54,480 annually).
The ability to pass this discrimination test is
dependent on salary distribution within the
organization.

Many organizations have difficulty meeting this
requirement, particularly if W-2 earnings are the
basis for allocation of stock. If a plan does not pass
this discrimination test, the easiest solution often is

to allocate one-third of the stock to the highly
compensated group, using the ratio of each
participants earnings to total earnings for that
group; the remaining two-thirds of the stock is
allocated to the non-highly compensated group on
the same basis.

There are many more issues to be resolved in
designing an ESOP. Making design decisions will be
easier if the factors listed below are considered:

• Objective of the ESOP.

The reason or purpose for implementing an ESOP
will influence design issues. Some objectives may
include enhancement of employee benefit plans or a
takeover defense. At Continental Bank, the major
purpose of the ESOP was to reward and to further
motivate the employees by making them
shareholders. Therefore, eligibility for participation
in the ESOP was immediate.

• Consistency of plan design.
When making plan design decisions, the

provisions of the company's other qualified benefit
plans should be considered. In most cases,

A

consistency of plan provisions among the different
plans is preferred. As explained above, at
Continental Bank immediate vesting was chosen for
the ESOP, given that the 401(k) plan provides for
immediate vesting.

• Legal considerations.

The Internal Revenue Code and the Employee
Retirement Income Security Act restrict choices in
some areas of plan design.

An example of this is vesting, which has very
specific requirements.

Once the design of the ESOP has been hammered
out, the next step is communicating the new benefit
to employees. Communication of the new ESOP was
a challenge at Continental Bank, mainly due to
other events that were occurring at the bank at the
same time. In addition to the ESOP, the company
announced an increase in its dividend, a reverse
stock split, a simplification of the bank and

Distributing dividends in cash, though
without the benefit of deferring income

for employees, provides employees
with a regular reminder of the plan and

the company with a tax deduction.

corporation name and also a revised stock option
plan.

The purpose of the initial ESOP communication
campaign was to generate employee interest and
excitement about the new plan and to ensure that
employees understood the plan.

Within a two-week period during October 1988,
the following communication activities occurred:

• Human resources meeting. A meeting was held
with all human resources divisional representatives
to explain the plan so that they would be able to
field questions from employees in their respective
business areas.

• General announcement. The general
announcement of the ESOP (as well as the reverse
stock split, increased dividend, name simplification
and stock option plan) was made in a press release
distributed throughout the company and a letter
with general questions and answers sent to all
eligible employees. Posters announcing the ESOP,
using the theme "You now have a piece of the
business," were displayed in all areas.

• Post announcement. One week after the initial

announcement of the ESOP, a highlights brochure
with additional information was distributed

throughout the bank. The final major
communication vehicle involved divisional

employee meetings, featuring a video presentation
in which the plan provisions were explained. The
video was approximately 10 minutes long and
included employees' comments on the new ESOP, an
explanation by Continental Bank's chairman of why
the company was implementing the plan,
observations about Continental Bank stock from an

investment analyst and an explanation of the plan
provisions. The employee meetings were conducted
by senior executives from the organization and
questions were fielded by employee benefits
personnel.

In addition, the ESOP was discussed in several
articles in the company newsletter. As an extra
reminder, tent cards were placed on tables in the
bank's cafeterias.

It was important that the impact of the initial
communication campaign not be lost. Therefore, any
further general information and activities relating
to the ESOP were promptly communicated to
employees, mainly through the company newsletter.
For instance, the initial purchase of the stock for the

Continued on next page
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Continental Bank's ESOP providing employees with an equity interest in the After the ESOP is designed and communicated,
company Everyone benefits from an employee work the plan must be implemented This includes record

Continued from prev:ous page force whose performance is motivated through a keeping and trust arrangements Record keeping can
plan was announced to employees The actual closer identity of interests with the stockholders and be a relatively easy process, particularly in an
purchase price of the stock is always an item of keen the success of the corporation organization that currently operates a 401(k) or
interest for employees Employee ownership was the key reason for profit sharing plan since the record keeper for these

Other items announced were the actual allocation implementing the ESOP The ESOP trust now holds plans is most likely receiving much of the
of stock to employee accounts, as well as the about 3% of the outstanding shares of the company information that is required for the ESOP record
quarterly allocation of dividends Items requiring Based on this, the ESOP clearly was not keeping
direct communication with employees include the implemented to prevent potential takeover attempts Generally ESOPs require relatively little active i
solicitation of a beneficiary designation for the plan of the corporation record keeping The activity usually includes an
as well as the initial distribution of the initial The ESOP has aroused increased employee annual allocation of stock to employee accounts

551: ,

employee statements of account interest in the bank's stock During the initial based on the company's contribution or repayment ,
Another follow-up communication opportunity employee meetings, and in subsequent chairman's of the loan, as well as quarterly dividend

was the company's annual personal benefits reports, conferences recently conducted for the entire bank allocations Since dividends are usually a small
which employees receive in the second quarter each population, several employees raised questions amount, particularly in relationship to the total
year This year, the reports Included the value of the regarding increased stock allocation to the ESOP account value, quarterly statements are probably
employee's ESOP account and contained a specially and the possibility of the company implementing an not necessary In most cases, an annual statement is
prepared section summarizing all employee benefit employee stock purchase plan sufficient

plan changes made during the past year, including Without extensive experience with ESOPs, it is The expense of outside experts is a necessary
the introduction of the ESOP A section explaining difficult to it alone" when designing, start-up cost of an ESOP A budget of
how to monitor the price of the bank's stock in daily communicating and implementing such a plan approximately $75,000 to $150,000 is a general
newspapers was also included Because ESOPs are unique, plan design features and range for legal, communication and record keeping

Overall, our communication campaign was issues are different from those of the standard expenses

effective from at least two perspectives A major defined benefit or defined contribution plan For The actual amount for such expenses will be
objective of the communication program was to any organization seriously considering initiating an influencea by how much of the expertise may be
ensure that employees understood the ESOP and ESOP, a law firm with experience with such plans "in-house ' and available and how quickly the plan
how it works Based on informal feedback, as well can be invaluable is to be implemented .

as the relatively few questions received by the Communication of the plan to employees is
employee benefits department, employees generally extremely important Since an organization will
understood the plan spend a substantial amount for an ESOP, it iS

Another significant goal was to communicate to important that employees understand the plan and
employees the message expressed in the theme of the exactly how it will benefit them A very important Dennis J Nirtaut ts manager OfI.'lls

campaign, "You now have a piece of the business " element of an ESOP is the opportunity it presents to employee benefits at Continental
Through the ESOP, employees can enjoy the link employees to the company This can be done Bank Corp tn Chicago
benefits of company ownership The purpose of the only through a carefully planned communication
ESOP at Continental Bank lS to promote the mutual campaign Employee benefit communication
interests of stockholders and employees by consultants can be very helpful in this regard

Comp law not discriminatory: Court
A Louisiana law denying an

employee workers compensation
1986

Legal briefs During the early morning hours of
benefits if his or her intoxication April 15, Ms Meade began
caused injury did not Smith us Datachem Inc, Court of the exclusivity of the workers experiencing nausea and abdommal
unconstitutionally discriminate pain She called her physician andAppeal of Louisiana, March 15, 1989 compensation system has been that an
against alcoholics, a Louisiana (BI/02/Feb -$10) employer who had complied with the arranged for a9am appointment that
appellate court ruled

law by securing the payment of day At 8 15 a m she arrived at her
Curtis Wayne Smith was fatally

Exclusive remedy bars suit benefits through insurance should be ]ob, began performing her normal
injured while piloting a rented

immune from tort actions brought by functions and at 845 am, she left for
airplane Blood tests performed after A California appellate court held injured workers her appointment She did not return to
the accident showed his alcohol level that an employee's suit to recover " Curtailing the exceptions to work until June 7, 1986 During the
to be between 0 211 and 0 237, far in compensation based on allegations of exclusivity benefits both employers months following April 15, Ms Meade
excess of the amount allowed by discrimination because of an

and employees within the system by incurred substantial medical expenses
federal aviation regulations No industrial iniury belonged exclusively keeping down the costs of for which she claimed benefits under
evidence of mechanical malfunction before the workers compensation compensation insurance and the group policy
was found appeals board preserving the low cost, efficiency and The insurer denied the claim on the

Mr Smith's widow and children Arliss Pickrel sustained an
certainty of recovery which basis that Ms Meade was not at work

applied for compensation benefits but industrial injury while employed by characterizes workers compensation, „ on a full-time basis on the effective
were denied General Telephone Co of California the court said date of the policy Ms Meade sued and

They then brought this suit against She suffered a back sprain while The trial court judgment was won in the trial court

the employer and its insurer, seeking moving a ladder and as a result of affirmed On appeal, the court said that the
benefits The trial court denied "coritinuous trauma" at work during Pickrel us General Telephone Co of master policy language and the
benefits the year preceding the ladder incident Cal:fornia, California Court of Appeal, certificate of insurance merely

Under Louisiana law, no workers She filed for workers compensation Nov 9, 1988, as modifted Nov 29, required full-time employees to
compensation benefits are allowed for and settled for $18,000 appear at work on or after the1988 (BI/04/Nov -$10)
an injury caused by the employee's Thereafter, Ms Pickrel filed this suit effective date of the policy and to i

intoxication at the time of the injury against her employer alleging perform normal job functions to
Mr Smith's survivors argued that discrimination of employment because Group policy covers ill employee

invoke coverage under the policy
alcoholism is a chronic disease and of a physical handicap in violation of A dental assistant, who worked for The court held that the trial court

that the state law denied equal state law part of the day that a group health determination was correct that Ms

protection rights to those classified as The physical handicap alleged in policy became effective before she left Meade was covered under the policy
alcoholics this suit was the same back problem for a doctor's appointment that was John Alden Life Insurance Co vs

The appellate court said that the law she suffered on the Job with General scheduled due to illness, was entitled Meade, Court of Appeals of Georgia,
1

did not discriminate against alcoholics Telephone that was the basis of her to coverage under the policy, Feb 8, 1989, reheanng dented Feb 27,
as a class An admitted alcoholic can workers compensation claim Ms according to a Georgia appellate 1989 (BI/05/Nov -$10) .

recover benefits so long as Pickrel asserted that she was not court.

intoxication did not cause the injury, rehired by General Telephone because Jennifer Meade began work as a
the court noted Likewise, a of her physical handicap, even full-time dental assistant for Dr These abstracts were prepared by

non-alcoholic cannot receive benefits though she was capable of returning to Larry Dunn on Feb 24, 1986 Shortly Cases Unt:mited Inc Copies of these
if his mtoxication caused the accident, work The trial court ruled against after Ms Meade began work, John decisions are avaitable by sending a
the court added her Alden Life Insurance Co provided $10 check payable to Cases Unlimited

The court concluded that the law's The appellate court said that since Dr Dunn and his employees with to Business Insurance, 740 N Rush St,

classification was not arbitrary and adoption of the workers compensation group health care insurance The Chicago, Ill 60611-2590 List the
that it had a rat:ional basis scheme, a basic philosophy underlying coverage became effective April 15, number for each op:mon



Lloyd's to review
market barriers

By STACY SHAPIRO
and CAROLYN ALDRED

London

LONDON-The Council of Lloyd's
of London this week is expected to
review its decision to dismantle its
four-market structure after un-

derwriters protested the change.
Since the Council's December an-

nouncement that traditional barriers

among the marine, non-marine, avia-
tion and motor markets would be re-

moved, Lloyd's underwriters have
signed three petitions opposing the
move and presented them to Chair-
man Murray Lawrence.

A majority of Lloyd's underwriters
signed the petitions-one each from
the marine, non-marine and aviation
markets-said a Lloyd's spokesman.
Underwriters representing petition-
ers also discussed the issue with Mr.

Lawrence last week.

The council decided late last year
to remove traditional market barriers

t6 make way for composite syndi-
cates that could write all classes of

business as early as January 1991.
Removing market barriers would in-
erease the attractiveness of Lloyd's to
brokers, the Council reasoned.

Barriers had been implemented for
motor business near the turn of the

century; non-marine business in
1903; and aviation business in the
early 1950s. Until the turn of the
century, all Lloyd's syndicates were
marine syndicates (BI, Dec. 11, 1989)

But petitioners fear removing bar-
riers could harm Lloyd's, especially if
it is done quickly.

They worry about increased corn-
petition among syndicates, said a
Lloyd's underwriting agent.

Others say the petitioning un-
derwriters feel they have been
railroaded by larger syndicates into
removing barriers, which the Council
approved without market consulta-
tion.

However, "the main problem is the
names," said a petitioner. "It is most
important that names have a spread
of risk. I as a name would want a

percentage of my premium to be in
the marine market, non-marine mar-
ket, aviation market and motor mar-
ket so, if there is a major San Fran-
cisco earthquake, I know that my
aviation and motor syndicates most
likely will not have to respond to a
loss.

"But if we break down market

barriers, it is that much more diffi-
cult for names to know what his'

syndicates are underwriting," said
the petitioner.

If the barriers are removed, mem-
bers would have to review each un-

derwriter's annual syndicate state-
ment to determine what kind of

business each syndicate was under-
writing, he said. As a result, members
might decide "late in the day" to
switch syndicates, "which will bring
with it instability," said the peti-
tioner.

"It is premature to bring down
market barriers. The market is not

ready yet," he said.
The petitioner said he does not op-

pose composite policies combining
marine, non-marine and aviation
risks, but feels such policies can be
underwritten without taking down
market barriers.

However, if Lloyd's could develop
a solid risk classification system al-
lowing syndicates to identify the type
of risks they underwrite, "the names
would know where they stand" and
barriers could come down, added the
petitioner.

"Underwriters have agreed in
principle to the breaking down of
market barriers, but not until Lloyd's
introduces a proper risk classification
system," added a Lloyd's spokesman.

"But it is estimated that it would

take two to 21/2 years" to program
risk classification into Lloyd's com-
puters.

ElL coverage
Up to $750 million of pollution

liability insurance will be available
next month to shipowners belonging
to the International Group of P&I
Clubs if the shipowners show suffi-
cient interest in buying the coverage.

As of Feb. 20, protection and in-
demnity clubs-the shipping indus-
try's mutual liability insurers-will
increase pollution liability insurance
limits offered to policyholders to
$500 million from $400 million (BI,
Nov. 6, 1989).

In addition, the International
Group-which reinsures as a group
nearly all the major P&I clubs-may
offer individual shipowners an addi-
tional $250 million of pollution insur-
ance in excess of the $500 million
from the P&I clubs. The insurance

would be bought by each shipowner
and would be purchased through the
International Group rather than
through each P&I club.

HoweVer, the excess insurance will
only be available if owners repre-
senting at least 50% of the vessels be-
longing to the International Group
agree to buy it, said John Riley, In-
ternational Group chairman and
partner of Tindall Riley & Co., which
manages the P&I club Brittania
Stearnship Insurance Assn. Ltd.

Clubs have contacted members
about their interest in the excess in-

surance and expect replies later this
month, he said.

Shipowners have been able to buy
additional pollution liability insur-
ance in excess of the clubs' limits be-

fore now, said Mr. Riley. However,
the International Group's proposed
coverage would be offered at a com-
petitive rate of 13 cents per gross ton,
said Mr. Riley.

Market leaders named
David Robertson is the new

chairman of Lloyd's Underwriters'
Non-Marine Assn., following the
annual market underwriting asso-
ciation elections at Lloyd's.

Mr. Robertson, who succeeds
Tim Holloway, will be assisted by
John Wetherell, who was elected

deputy chairman of LUNMA.
Meanwhile, underwriter Derek

Wills was re-elected to a second

term as chairman of the Lloyd's
Underwriters' Assn., which repre-
sents marine underwriters at

Lloyd's, and Robin Eliot was re-
elected chairman of Lloyd's Avia-
tion Underwriters' Assn. for a sec-

ond year.
John Gordon remains chairman

of the Lloyd's Underwriting
Agents' Assn., with Paul Archard
and Robert Hiscox as deputy
chairmen.

Underwriting boxes
The Corporation of Lloyd's of

London is raising rental charges
for underwriting boxes in its Un-
derwriting Room by nearly 12%
this year.

Charges rose to 290 pounds
($466.70) per square foot from 260
pounds ($418.60) per square foot.

It was the last of a series of in-
cremental rent hikes to set the

charges on a "strict economic
basis," said a Lloyd's spokesman.

Increases reflect construction

costs from the new Lloyd's build-
ing and increased services the Cor-
poration of Lloyd's provides to un-
derwriters, said the spokesman. I
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In 1990, rate hikes and tighter market
conditions are predicted for the
property/casualty market and continued
premium increases are expected for group
health plans. Executives responsible for risk
management and employee benefits will be
looking at all the funding options available,
in particular, self-insurance, as a viable
alternative for both large corporations and
small companies.

Responding to the needs of the corporate
risk and employee benefits manager,
Business Insurance will publish its annual
spotlight report on self-insurance, covering
new developments affecting alternative risk
financing mechanisms for property/casualty
and health care plans.

In addition to in-der,th news reports, BI
will rank the largest third-party claims
administrators for self-insured employee
benefits and property/casualty claims. Plus
BI's Annual Directory of Claims
Administrators will put contacts at the
fingertips of over 155,000* readers.

When buyers look fer the news and the
products and services they need, they
look at only one publication:
Business Insurance.

all today for space reservations.

*includes pass along readers

Issue: January 29, 1990
Ad Closing: January 16

Business
Insumnce
a publication of Crain Communications Inc

New York: (212) 210-0228

Chicago: (312) 649-5276
Los Angeles: (213) 651-3710
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The professional marketplace
RATES AND CLOSING TIME:

Rates: Display classified is $108 50 per column mch, mmimum of one mch Straight classifted is Closing: Published every P4onday Copy litust be m typewritten form by noon Tuesday, 6
$900 per line, mmimum of 5 lines Count 34 characters per line (include each space and days precedmg publishing aate No verbal phone copy accepted Prepayment required for
punctimtion as a character) Additional $17 50 charge for all blind box ads Only those reponses straight advertisements ?611 ads to Margaret Hikido, Classified Advertising, 740 N Rush
which fit mto a busi,iess size envelope will be forwarded Responses are forwarded dmly St Chicago, IL 60611 FEr more information call 312-649-5340 FAX 312-280-3189

7 CARRIERS INSURANCE VICE PRESIDENT UNDERWRITING
NEEDED! STAFFING

MANAGEMENT CONSULTANTS Houston based insurance company/agency group spe-
Administrative manager of

Specializing in cializing in Medical Professional Liability programs seeks
PLUS PEOPLE SKILLS-  several associations seeks Agency/Brokerage staffing, expenenced underwriter for senior management posi-

front/participating carrier(s)
DO YOU HAVE BOTH? nationally, since 1973" tion Individual will be responsible for establishing under-

for large, profitable blocks of
GILBERT-HAFNER & CO writing policy and management of all underwriting func-

Manager, Data Collection And Reporting commercial casualty busi-
6060 N Central tions including pncing, risk selection and placement ofness Please respond to Dallas. Texas 75206 reinsurance Opportunity to have significant impact on aAs a leading national property and casualty,nsurance tradeassocia- . Box 2564, Business Insur- 214-361-9341

profitable and growing company Excellent benefit pack-tion with over 550 member companies, The National Association of 2 ance, 740 Rush St., Chi-
Independent Insurers is currently seeking an individual with proven : age and salary potential commensurate with experiencemanagerial and Interpersonal skills to manage the collection and cago, IL 60611-2590

GET RESULTS!
compilation of Insurance statistical Information All responses will be contacted Advertise m the Send complete resume to

PROFESSIONAL MARKETPLACE President
The selected candidate will have at least 5 years management

Western Indemnity Insurance Companyexpenence, (Including managing a project-oriented environment),
plus strong management skills and technical ability Knowledge of P.O. Box 79519
property and casualty insurance is a definite plus Training will be ' ,*SILH151]3 Houston, Texas 77279-9519provided regarding the statistical data reporting process, although IDIEnam IDE©WIGAZi©Im INSURE YOUR CAREER

a background In tms area would be helpful WITH INDUSTRY EXPERTS
elY}ISS](01*j

AE's/Asst Ae's National Broker

NAll provides a competitive salary and excellent benefits. Includ- CLAIMS PROFESSIONALS (NYC PA, IL, FL) Seeks candidates to

ing medical/dental/vision, life, pension plan, 401(k) and more For selvice/market comm P/C business

consideration, please send resume and salary requirements to National insurer of Franchised · Group Benefit AE National Broker
(NYC IL FL) 5+ yrs brokerage exp DIRECTOR OF CLAIMS

Jennifer Magrowski, NAII, 2600 River Road, Des Plalnes, IL Auto and Truck Dealerships is to service/market med to Ig groups

60018. Equal Opportunity Employer

.

seeking several additions to Supv exp a plus AEGON Management Company has an excellent
ICS claims department If you · Executive Level National Client has

opportunity for individual with 10+ opportunity for an experienced reinsurance claims
have multi line property and years experience Post Grad educa

tion a real plus Candidates with a executive as the Director of Claims. The Director of

NAI
casualty experience, especially

specialization le Healthcare, Con
with dealership business we Claims will report directly to the President of thestructton, Heavy Casualty or Financial

are interested in you Institutions are highly demreable company
· U/W Oirector Heavy technical back

ideal central California loca- ground property oriented Resp for
qualit of P/C book & target marketing This position requires a strong Insurance and rein-tion with a small town atmo-
to be part of mgmt team surance claim background (CPCU is a plus), withsphere where homes are still · Casualty Broker National broker

affordable Mid atlantic States location, market all good analytical and communication skills
hnes (GL AL WC) cash flow a real

Please send your resume to Flus will relo The candidate will be primanly responsible for ana-· St Prop or Cas U/W's A + Co
Barbara J. Smith (NYC IL FL) Supv exp a real plus lyzing large treaty reinsurance claims, and commu-

Bill LaMorte, PresidentAdministrative Manager
OUNHILL OF BOCA RATON tation proposals and negotiations The manager of

Allied Dealer insurance Setvices 7777 Glades Rd , Suite 311 the claims department will report to the claims direc-
District Sales P.O. Box 201002 Boca Raton, FL 33434

1800-422-6306 tor
Stockton, Ca. 95201-9002 FAX 407/488 6309

Managers
(800) 776-8301 AEGON Management Company is a wholly owned

subsidiary of the AEGON Insurance Group
Interested candidates are invited to forward a de-Fort Worth & San Antonio

The PresidentBlue Cross and Blue Shield of Texas, Inc, the
leading provider of healthcare services in the AEGON Management Company
state of Texas, is currently seeking career- United Gas Pipe Line's roots m the natural

talled resume (including salary history) to

51 JFK Parkway, Short Hills, NJ 07078
oriented Sales Managers for our Fort Worth and gas transmission business extend back
San Antonio offices over 50 years Today, with approximately

10,000 miles of interstate pipeline from
HELP WANTED PROPOSALSMajor responsibilities include: Texas to Florida, United supplies utility

• Assuring marketing goals and objectives and industrial customers in one of the CITY OF EUGENE
RISK MANAGER

CLAIM MANAGEMENT SOFTWAREare achieved through the acquisition of new nation's largest gas consuming markets County of Humboldt, Euiek. CA SYSTEM
$2,619-$3,197 mo plus exe binefutsbusiness REQUEST FOR PROPOSALand is currently seeking qual-hed can- Come to the scenic redwood countly of The Cih of Eugene is soliciting propos-No California where the environment• Retaining current business within the didates for the following position als from qualified vendors fot a claimis clean and the housing ts still afford-district management softwate system to replaceable We are seeking a sharp individual the vanous systems presently in use forto administer .11 insurance nd self-in-• Providing quality service to existing the administration of insured and telf

accounts ASSOCIATE CLAIMS suranceprogiams If you h<e at least insured, self-administered claims
three yrs of experience in safely,we. (workers compensation claims man-liability, health Insurance, cr risk man- agement system not tequiied) A copj· Establishing and maintaining effective ANALYST *3'ff*caplilcai,8°1%7) of the Request for Proposal may be ob-communications with agents t<lined by contacting Bonnie Lindbeig

Risk Management Finance Division, CITY OF EUGENE
To qualify, you must have: 960 W Park, Suite 300, Eugene, Oregon

97401 Ph 50 N687-5055 Written pro-· Successful sales experience in group health Successful candidate will possess RISK MANAGER posals must be received at the above
Southern California Joint Powers In- address by 5 00 p m on Frieday Jan-and group life insurance surance Authority, La Pairra, CA Sal. uary 26 1990 The City of Eugene re-

• Knowledge of the latest funding techniques, I Bachelor's degree and one (1) year ary $41,484 to $48,024 annuallv Excel- serves the right to accept 01 reject any
related experience in Risk Manage- lenl management frine benefit orall proposals and to waive any for-disability programs, alternate delivery sys- package, including paid PERS, Social malittes
ment and/or Insurance or four (4) Security, a great professional opportu-tems and third party administrators nity We are seeking a Risk Manager asyears related experience• Sales management experience and college part of our team of Risk Managen who Business Insurance

I Multi-line Adlusting License a plus will call upon and assist our 60 Memberdegree are preferred Cities to develop and implement effec- Circulation Breakdown*I Experience with personal computers live risk management and safety pro-
We offer a competitive salary and incentive pro- grams, with overall empha:is on Loss Commercial Consumersand spreadsheet applications Contiol, and to perform otler relatedgram, plus a complete benefits package including work as lequired Exeellen Com mil n 1- Administrative

CEO s Presidents and Owners 2 659cation and writing skilib requtiedcompany car If this sounds like the opportunity Qualifted candidates are encouraged to call Vice Pres,dents General Managers and Other
Minimum requirements An / combina- Administrative Personnel 4 006

you've been looking for and you possess all of the (713) 229-4379 or submit resumes, including lion of education and experience with Financial
at least 5 years of increasingly respon- Chiet Financial Officers and Vice presidentsabove requirements, please send your resume salary histories, to sible experience in Risk Management in of F.ance 2795

municipal gokernment orrelated fills, Secrelanes Treasurers controllers and otheralong with salary history to
progress loward ARM designation Financial Personnel 3842

UNITED GAS PIPE LINE COMPANY desirable Apply by Janwri 11,1990 RisteEmployee BenefitsMike Jarvis, Blue Cross and Blue Shield of Request Application from Southern Vice presidents directors managers and
P O Box 1478 California Joint Powers Insurance Au- other Felated department personnel 01 InsurTexas, Inc., RO. Box 655730, Dallas, TX 75265- ance risk employee benehts personnelthority, 4952 La Palma Ave , Suite A. La compensation pension safety security in5730. Houston, Texas 77251-1478

Palma, CA 90623 Phone (213) 402-6372 dustrial relations numan resources and em
Attn Jackie Gray or (714) 827-3361 ployee/tabor relations 10719

Sub-total 24.021

Associations 554

NO AGENCIES PLEASEI Government Unions and Educational institu.I. M.t Blue Cross lions 1417

UGPL is an Equal Opportunity Emplcyer M/F/H/V Commercial Consumers

i Blue Shield B1
Sub-total 25.992

Insurance Agents and Brokers 10515

Insurance Companies 7 673

11 United Gas Actuaries Consultants Attorneys Adjusters

of Texas, Inc CLASSIFIEDS Appralsers and Third Party Administrators
3800

Pipe Line Company Others Amid to the Field 2 771

TOTAL 50,751

An Equal Opportunity Employer M/F/WH WORK! A Source Business,Occupational breakdown
of qualmed circulation May 29 1989 issue as
submitted to BPA toi June 1989 BPA Pub
lisher s Statement



Endowments some time" about establishing an the foundation runs 50 educational
employee benefits concentration programs a year and maintains an

Continued from page 3 and the endowment will enable the employee benefits library of more Insurance services guideother areas who are already work- school to proceed, according to Mr than 10,000 books, according to
Ing m employee benefits can fill Mc(Jill Dean Ossanna, director of market-
gaps in their knowledge by earning Where a malor involves course ing and membership
the CEBS designation, which is work in a single department, the A third new educational effort lS
awarded after a series of 10 tests employee benefits concentration under way with the Continental CASUALTY ACTUARIES, INC.

But neither undergraduates nor will allow students to take elec- Corp Foundation's establishment • Loss Reserve and Rate Evaluations for
graduate students have had pro- tives from departments including of a $100,000 scholarship fund at Insurance Companies and Self-Insureds egrams available, and "we see this insurance, hnance, labor relations, Temple University's School of ' Statutory letters of opinion on loss and
as a big, significant step in that di- accounting and perhaps public Business and Management The loss expense reserves

77 West Port Plaza, Suite 550 Advertise in
rection," said Mr Graham policy fund is named after Continental's

St Louis, Missouri 63146-3107 The Insurance Services Guide!
The position is expected to be just-retired president, John H

1 (314) 878-5002filled in about three years based on Bretherick Jr FAX your classmeds
the recommendation of a commit- It may be'the only The program will emphasize at- for the next issue

tee to be appointed by Whartan's tracting minority students to Tem- FAX: 312/280-3189
dean, according to Dan M McGill, chair of its kind in the ple's department of risk manage- InPhoto Surveillance PHONE: 312/649-5340Wharton's Frederick H Ecker pro- world' in a 'fairly ment and insurance and provide
fessor of life insurance He noted access to job opportunities at Con- USA Contact

that the endowment must be par- young, new' field, Margaret Hitado, Classified Ad Managertinental Corp, said David J Vidal,
tially funded before the position is says Dan F. Graham. the foundation's vp and manager

63 800-822-8220 to reserve space

filled While the program 15 expected
"We'd be looking for someone to be operating in a year, the num- FAX: 800-752-0720

who's a recognized scholar in the ber of students awarded scholar-
field," said Mr MeGill Both While Wharton now offers pen- ships and amounts received could
Wharton faculty and outside can- sion courses, the new concentra- vary from year to year, he said
didates will be considered, he tion is expected to offer additional As part of the program, Temple /acs
said courses in pension plan invest- University in Philadelphia will

"As far as we know, this is the ments, defined benefit and defined also attempt to attract prospective IRG TEMPORARY

CLAI SERVICES
CLAIMS EXAMINERS

only chair of its kind in the world" contribution plans, health care students to the field, through ef-
in a "fairly young, new academic plan design and foundation, and forts at the high school level, Mr Qualified, experienced medical & dental claims examiners are avail-
discipline," said Mr Graham international benefits planning Vidal noted able nationwide to assist you with claims processing

Mr MeGill noted that the Phila- The International Foundation is Mr Bretherick will administer Staffts available during regular hours, after hours and on weekends
delphia school plans to build an a non-profit, educational associa- the scholarship program as part of Examinerskills are exactly matched to your requirements on manual oron-
employee benefits concentration tion founded ln 1954 whose mem- a three-person committee along line systems
around the skills and plans of ltS bers include more than 6,800 orga- with representatives of the Conti- As the leading national firm devoted exclusively to temporary assis-
new professor nizations and 32,000 individuals nental Foundation and the univer- lance m claims processing, we have been the proven answer to claim back-

There has been discussion "for In addition to its CEBS program, sity . log problems forover 600 companies Call usto find out about how we can
be a part of your solution

Eastern settlement CLAIM SERVICES RESOURCE GROUP • 800331-5039

Continued f'rom page 2 result, the airline will not be fined check payments within five work-
"Many complaints were brought by the Labor Department ing days of receipt and notify the

to the attention of PWBA by Under COBRA penalties put into health care provider of the pay-
COBRA participants who paid in- effect last year (BI, Oct 31, 1988), ment within two working days of   INSURANCE SOFTWARE PACKAGES, INC.
surancepremiumsbutweretoldby the Internal Revenue Service gen- receipt according to the consent // Value Leaders In Risk Management Sojtwareinsurance carriers that they were erally will fine an employer $100 order
not covered," said David Ball, as- for each day it failed to properly Eastern will be given an addi- Employee Health Benefits Management Systemsistant secretary of labor Ic,r extend COBRA coverage to quah- tional three working days for
PWBA fied beneficiaries clearance of local personal checks Ideal For Self Insureds, TPA's, Associations & CarriersThe complaint also alleged tnat The IRS Would not comment on and seven more days for out-of-

0 Eligibility DeterminationEastern many times took 30 days whether lt lS investigating the al- state personal checks, through O Management & Ad Hoc Reports
or more to record, process and no- leged COBRA'violations at Eastern Aug 31, according to the consent O Fully Adjudicating 0 Lag Study Reports

O Validates lCD-9 & CM-4 Entnes O Unlimited Claims Capacitytify health insurers of benefi- Airlines order
0 Identifies Duplicate Claims 0 Easy Installation & Conversionmaries' premium payments and After finding "no just reason for However, Eastern will not be
O Produces Checks & EOB's O Full Training & Continuing Supportthat some payment envelopes were the delay," the U S District Court considered in contempt of the
O Automatically Prints Form Letters O And Much More .

left unopened for up to two weeks for the Southern District of Florida order if it can show it made, "in
Because of the time lag, many ordered Eastern to notify all quah- good faith, all reasonable efforts to installations Coast To Coast - Call For A Free Demo Diskette

qualified beneficiaries were unable fied beneficiaries of their right to comply "
INSURANCE SOFTWARE PACKAGES, INC.to verify their coverage with Eas:- continuation of health care cover- Eastern agreed to assign appro-

ern's health insurers and had 'to age within 14 days after a strike or priate staff members to meet the 5118 N. 56th Street, Tampa, FL 33610

pay their medical expenses out-of- layoff US (800) 2378133 FL (813) 621-6069terms of the order, and provide
pocket or to delay needed medical The airline also was directed to Labor Department officials with
treatment," according to the com- notify its COBRA administration quarterly reports for five years
plaint personnel within 30 days of an documenting compliance and ex-

Although Eastern neither adrrits event that would qualify a current plaining any instances of non-com- For advertising information In the INSURANCE SERVICES GUIDE
nor denies guilt, the airline agreed or former employee for COBRA pliance Contact Margaret Hilido 740 Rush Street Chicago Illinois 60611

Telephone (312) 649-5340to resolve the issues in the com- coverage A spokesman foi Eastern was
plaint, the consent order said As a Eastern must record all certified unavailable for comment .

The professional marketplace
EDITOR/WRITER WORKERS

The John Liner Organization COMPENSATION RETAIL PRODUCERS WANTED FINANCIAL MANAGER,seeks an experienced editor/ CLAIMS
writer with a keen knowkedge
of p/c insurance Primary re- REPRESENTATIVE SPECIALTY PROGRAMS ARE NOW AVAILABLE EMPLOYEE GROUP INSURANCE
spons,bility is researching and North American Van Lines, a

-

writing the John Liner Letter, leader in the transportation in- Target States
the leading national monthly dustry, ts looking for a career-

minded individual with 2 years AL DE GA ID IL IN KS MI MO MS Manages the procurement and funding mechanismssource of technical p/c Insur-
ance information Qualified experience handling workers NE OH OK SD TX WA Wl WV WY of the company's employee group insurance programs.
candidates will possess out- compensation claims located Including selection of all insurance companies. brokers/
standing written and oral com- at our Corporate Headquar- Target classes for Liability Coverage consultants. TPAs. etc. The position manages all Insur-
munication skills, a demon- ters In Fort Wayne. Indiana ance premiums. claim settlements. and retained losses.
strated proficiency In Prime responsibilities include Campgrounds Riding Academies & Stables This position Is In the Treasury Department. and works
researching complex subjects, telephone adjusting of Indiana Contractors' Bonds Roofers

closely with the Human Resources Departmenta well-developed knowledge workers compensation claims Day Care Centers Service Stations (Pollution)
of the property/casualty insur- to Include investigation, evalu- Go Kart Tracks Rental Car Agencies Position requires a specialized knowledge of the full spec-
ance industry, and a commit- ation and negotiation of settle- Insurance Agents Special Events trum of employee group Insurance programs. with em-
ment to continuing profes- ments BA or BS degree pre- Limouslnes Strategy Games phasls on funding and claims control techniques Requiressional development Ability to ferred Mini Golf Courses Taxi Cabs financial management aculty to manage the programwork independently is essen- We offer an excellent salary Real Estate Agents Trade Contractors cost. as well as planning and forecasting.tial This position provides ex- commensurate with your cre- Refuse Haulers Water Parks & Water Slidescellent compensation and dentials, a progress,ve benefit WhIrlpool Corporation Is the largest global appliancebenefits, and It offers an excit- Restaurants & Bars (Liquors)package and the opportunity manufacturer. and a Fortune 100 company For Imrne-Ing career opportunity with a for advancement Please send

date consideration. please forward your resume withdynamic publishing firm lo- your resume and salary his- For more Information regarding these Programs call
salary history. 1 1 confidence. to·cated in downtown Boston tory In confidence to Toll Free 1 -800-272-7230

Please reply in confidence to
NORTH AMERICAN In Missouri 1-314-997-3666 2000 M-63

William R. Roof
VAN LINES Benton Harbor,Editorial Director

P.O. Box 988 Or Write To.
The John Liner Organization

Department T.W. A. B. Carter Inc. Whiflndol MI 49022-2900
Attn: Pauline Millard210 Lincoln Street

Fort Wayne, IN 46801 10420 Old Olive Rd., P.O. Box 66842 CORPORATION No Phone Calls PleaselSuite 700
St Louis, MO 63166 Equal OpportunityBoston, MA 02111 An Equal Opportunity Employer M/F/H/V Employer M/F
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ElL policies for tanks i Datebook

provide defense cover JANUARY sponsored by the Piactising Law
Institute, $495 Also Jan. 25-26 in

JAN. 13. CPCU Exam Review San Francisco Practising Law In-
Day in Chicago, co-sponsored by stitute, Dept 8A-105, 810 Seventh

Environmental impairment habil- 1 the Chicago, Northwest Suburban Ave, New York N Y 10019, 212-
ity insurance foi underground stor-
age tanks with added coverage for 1 Produds and services and West Suburban chapters of 765-5700, ext 271

The Society of Chartered Property

defense Costs 15 available through & Casualty Underwriters, $30 be- JAN. 18-20. Managing Case Man-
fore Jan 5, $40 a fter Jan 5 Caroletwo brokers and Health Admmistration 328-5700 agement seminar in Dallas, spon-

The EIL policies-offered by James The policy is available in all 50 Batterman West, CPCU Review sored by Individual Case 1VIanage-
Day, Insurance Co of Illinois, 175Group Services Inc and General Star m53; toassoclbatons marketed pri- Higher lirnits ment Assn , $435 for ICMA

Management Co -provide up to W Jackson Blvd, Suite A-1425, members, $485 for non-members
$250,000 in defense cost coverage For more information on James' Vermont-domiciled United Edu- Chicago, Ill 60604, 312-341-6000, ICMA, 10809 Executive Center

ext 9-6064
above policy limits EIL policy, contact James Stewar:, cators Insurance Risk Retention Drive, Suite 105, Little Rock, Ark

And while one of the pohcies-of- vp, James Group Service, Inc, 230 Group Inc now offers up to $25 72211, 501-227-5553

fered by James Group Services-m- W Monroe St, Chicago, Ill 60606, million per occurrence in excess 11-
JAN. 14-17. Medical Issues/Data

phasizes early detection to reduce the 800-621-5081 ability coverage, up from $10 mil- Management Conference in JAN. 23. Planning a State-of-
Tampa, Fla , sponsored by thesize of losses, the other-offered by The Gen Star EIL policy, written lion per occurrence the-Art Human Resource Infor-
American Managed Care & ReviewGeneral Star-Includes an optional by General Re Corp subsidiary Gen- The broadened capacity is the mation System seminar in Chi-

12-month extended reporting period eral Star Indemnity Co of Stamford, result of new reinsurance agree- Assn , $395 for AMCRA members cago, sponsored by the University
$500 for non-members, $130 forThe James program provides con- Conn, provides limits of $1 million ments between United Educators of Illinois at Chicago Executive

tinuous inventory monitoring de- per mcident/$1 million aggregate for and its reinsurers, General Rein- spouses AMCRA, 1227 25th St Education, $695 Joseph O'Rourke,
N W , Suite 610, Washington, D Csigned to detect leakage as small as a on-site and off-site cleanups, as well surance Corp , Prudential Reinsur- Director of Executive Education,
20037, 202-728-0609gallon a day, thus allowing corrective as for third-party bodily injury and ance Co and School, College & College of Business Administra-

action to be taken quickly, the com- property damage University Underwriters Ltd tion, 322 S Green St, Suite 204,
JAN. 14-17. Insurance Marketingpany said However, earthquake-related United Educators also offers up Chicago, Ill 60607, 312-996-4646

This initial monitoring process, losses for California pohcyholders are to $5 million in educators legal lia-
Communications conference in

Phoenix, Ariz, spdnsored by thewhich determines risk acceptability, capped at $100,000 per quake bility coverage, written on a broad JAN. 23-24. Seventh Annual

costs $64 per tank And the cost of Insurance Marketing Communica-Gen Star also offers an optional claims-made form That limit has Flexible Compensation Confer-
tions Assn , $285 for IMCA mem-subsequent analysis, which IS con- 12-month extended reporting period not changed ence in Arhngton, Va, sponsored
bers, $325 for non-members Wil-ducted throughout the policy period, Deductibles range from $10,000 to United Educators, which began by Charles D Spencer & Associ-
liam Hadley, Executive Director,is built Into premiums $50,000, with a minimum premium of operations in April 1987, now ates Inc , $425 for Spencer sub-
IMCA, 62 Northgate Road, Welles-Underwntten by Anglo Amencan $3,500 writes coverages for about 400
ley, Mass 02181, 617-266-8400

scribers, $500 for non-subscribers
Insurance Co Ltd and Walbrook In- Gen Star's EIL policy, now avall- educational institutions Its annual Charles D Spencer & Associates
surance Co Ltd, two msurers man- able only m California, is expected to premiums are about $12 5 million Inc, 250 S Wacker Drive, Suite

JAN. 17. Workers Compensationaged by H S Weavers (Underwriting) be offered m Arizona, Texas, New Coverage is available to public 600, Chicago, Ill 60606-5258, 312-
Conference in Chicago, sponsoredAgencies Ltd m London, the pohcy Mexico, Iowa, Nebraska and Mis- and private colleges and universi- 993-7900
by the Midwest Business Medicalprovides claims-made limits of $1 SOUI'l after Jan 15 ties, independent elementary and
Assn Ltd , no charge Noreen Fmillion for cleanups and $1 million To qualify for coverage, policy- secondary schools and edt*cation- JAN. 24. Orientation to Insur-
Orbach, MBMA, Executive Towers,for third-party damage holder-paid tank tightness tests must related associations ance workshop in Pleasant Hills,

Deductibles range from $10,000 to be conducted 5901 N Cicero, Chicago, Ill 60646,
For more information, contact

312-685-9299
Calif, sponsored by the Insurance

$100,000, and there is no minimum For more information on Gen Arthur Broadhurst, Vp, United Education Assn , $50 for members,
prernium Star's EIL policy for underground Educators Insurance Risk Reten- $75 for non-members Also Jan. 25

JAN. 17. Introduction to Work-
To qualify, policyholders must storage tanks, contact Ron Austin, tion Group Inc, 2 Wisconsin Cir- in Newport Beach, Calif , Feb. 1 iners' Compensation Claims work-

complete a 30-day tank inventory second vp, General Star Management cle, Suite 1040, Chevy Chase, Md San Fernando, Calif, Feb. 15 in
shop in San Francisco, sponsoredform based onthe system already Co,695 E Main St,POBox 10354, 20815-9913, 800-346-7877 In Los Angeles, Feb. 21 and Marchby the Insurance Education Assn ,required by the Occupational Safety Stamford, Conn 06904-2354, 203- Maryland, call 301-907-4908 I $110 for IEA members, $135 for

21 in San Francisco IEA, 901 Dove

St , Suite 190, Newport Beach,
non-members, $95 each for two or

Calif 92660, 714-833-8784more IEA members from the same

organization, $120 each for two or
SET YOUR DATES The Datebook ts compzled from no-more non-members from the same

organization Also Jan. 22 in Or-
tices sent to Buslness Insurance

ange, Calif , and Jan. 24 in Los
Notzces shoula be sent at least

eight weeks in advance to Date-
issue January 15 Angeles IEA, 901 Dove St , Suite

book, Business Insurance, 740 N
closing January 3 190, Newport Beach, Calif 92660,

714-833-8784 Rush St, Chicago, Ill 60611-2590
editorial feature Informational Literature

Please include the pnce, :f any, of
conference report Joint Insurance Industry Meeting

JAN. 18. 11th Annual Risk Man- the meeting and informatton on
demographic section Insurer Topics Consumer Relations

agement Conference in La registrat:on for interested readers
issue January 22 Mirada, Calif, sponsored by The

Buszness Insurance reserves the

closing January 10 Orange Empire Chapter of the Risk right to select meet:ngs of most in-

& Insurance Management Society,
terest to its readers and cannot

issue January 29 - Reader Service
$70 Orange Empire Chapter of guarantee that notices will be

closing January 16
editorial feature Self-Insurance - Directory Claims Administrators RIMS, 20 Civic Center Plaza, Santa prznted

Ana, Calif 92701, 714-647-5470
issue February 5

closing January 24 JAN. 18. Park and Recreation

demographic section AgenUBroker Topics Franchising/Clustering Risk Management Seminar in

issue February 12 Syracuse, NY, co-sponsored by

closing January 31 the Florida, New York and Penn-

sylvania chapters of the Public

Business Risk Management Assn , $150 for

New York 212-210 0228 Chicago 312-649-5276 Los Angeles 213-651 3710 PRIMA members, $225 for non-
Fax 212-2100704 Fax 312-280-3189 Fax 213-655-8157 Insurance members Also Jan. 22 in Orlando

Index
PRIMA, 1117 N 19th St , Suite
900, Arlington, Va 22209, 703-
528-7701 Issue of January 8

. JAN. 18. Maximizing Coverage; Advertiser Page #Reserve copies Minimizing Costs seminar in Irv-

. $85 each (15°4 discount when you order 5 or more ing, Texas, sponsored by The So- American Reinsurance 12-13

. All orders must be prepaid

1989/1990 ciety of Chartered Property & Ca-c Make check payable to CIGNA 7

Business Insurance Director, sualty Underwriters, $95 for CPCU
Tit,t mrinip,1 S members, $145 for non-members Cover X 6

Bonnie Kinsley, Continuing Edu-Business Insurance or charge my I ]Visa ! ]Mastercard
1 !Amencan Express 1 10ptima cation Coordinator, The Society of Crawford & Company 4

Arrn,mt u CPCU, Kahler Hall, 720 Provi-

DIRECTORY dence Road, CB No 9, Malvern, Pa Equipment Insurance Managers 10

19355, 215-251-2735 General Rehabilitation Seivices 11

of Corporate Buyers of Insurance, .
4.:,lii. JAN. 18. The Property Owner's Insurance Software Packages 6

Benefit Plans & Risk Management Services Liability for Asbestos seminar in
.

pnni name Lincoln, Neb, co-sponsored by The Intra Corp Managemetit 14

Society of Chartered Property &
Updated and expanded the 1989/90 Directory Order the 1989/90 Business insurance title Rehance National 9

Casualty Underwriters and the Ne-includes information on more than 13 700 Directory of Corporate Buyers taday -
executives from over 2 100 companies ot all Comparly braska chapter of The Society of Wausau Insurarce Company 5
sizes located throughout the U S Plus vital gain access to the executives who are

address CPCU, $40 before Jan 4, $55 after
statistics on all companies listed include directly responsible for the purchase of

Jan 4 Mari Jennings, Professional Zunch-Amencan Insurance Co 24
• Drimafy 406 of business commercial insurance, employee s!ate /0
• sales or assets benefits and risk management Services Coordinator, The Society
• numbe, 01 employees
• name and title 01 chiel linancial olticer phone of CPCU, 720 Providence Road, CB•names and titles 01 execut res directly responsible for To order your copy complete the

- employee benefits - pension,ret.ement Plans- Mall to No 9, Malvern, Pa 19355-0709,
Bedonnel -risk & insurance management - coupon or phone 313/446-0477 For Business Insurance Directory
property/casualty insurance - international employee tape sales or Information call

215-251-2741
benehts and/or risk management Single Copy Sales

313/446-0476 965 East Jefferson Avenue Business
Detroit MI 48207 JAN. 18-19. Insurance, Excess, Insurance

and Reinsurance Coverage Dis-
putes seminar in New York City,



Bustness Insurance, January 8, 1990 / 21

Reinsurer offsets The appeals panelalso con- Denying offsets could damage Update .....cluded that a reinsurer's right to the financial stability of rein-
Continued from page 1 offset does not depend on the abil- surers, and resulting reinsurer fail-

The appeals court decision over- 1ty of an insolvent insurer' s estate ures could in turn create additional
turns a May 3 ruling by a Los An- to first pay all claimants in higher ceding insurer insolvencies, Mr Comp fund transfers spark suitgeles Superior Court Judge that priority creditor classes Hall explained This would have a
would have severely restricted Pru Though Mission's liquidator ar- more severe impact on guaranty Continued from page 2
Re's ability to claim offsets gued that offsets should only be al- funds, he said 15% deviation off approved work comp rates, effective Jan 1,

In an unusual procedural step, lowed if the estate has enough Mr Hall and other reinsurer rep- which was the first de\nation or dividend approved for SWIF poli-
the appellate panel had suspended assets to pay higher priority claim- resentatives also said that denial of cyholders in at least the past five years, he said
the ruling and ordered the lower ants first, the court said this posi- offsets could lead to restncted ca- Meanwhile Pennsylvania also has approved a 7 5% workers com-
court to show cause why its May 3 tion is "contrary to the plain lan- pacity and higher prices in reinsur- pensation rate increase Insurers had sought a 30% across-the-
order should not be overturned guage" of state insurance law and ance markets and-by extension- board rate increase

The appeals panel heard oral ar- would render the statute meaning- in primary markets as well
guments from the liquidator and less Without the ability to offset,
Pru Re on the show cause order CBS derivative suit settled

The hquidator also argued that reinsurers face substantial addi-
Dec 12, and two weeks later re- offsets create a "double prefer- tional risks and may respond either NEW YORK-National Union Fire Insurance Co of Pittsburgh,
versed the lower court ence," allowing reinsurers to re- by refusing to do business with all Pa, will pay a $6 million settlement on behalf of CBS Inc in a

Pru Re reinsured various Mission cover before claimants ln the same but the most highly-rated ceding stockholders' derivative action stemming from the 1986 purchase of
units under 14 different reinsur- creditor class and before claimants insurers or by raising prices, Mr 12 Ziff Davis Publishing Co magazines by CBS, said CBS
ance treaties, while two Mission in higher-priority classes Hansell noted National Union, an American International Group Inc unit and
units in turn reinsured Pru Re and However, the appellate court For example, Mr Hall said, rein- directors and officers liability insurer for CBS, will pay the broad-
one of its subsidiaries, Gibraltar concluded that offsets "in insurer- surers rely on the ability to offset casting company $4 5 million
Casualty Co, under another set of liquidation proceedings are not in writing retrospectively rated The remaining $15 million will go to Richard D Greenfield of
contracts, the appeals ruling notes unlawful preferences " programs covering large or diffi- Greenfield & Chimicles in Haverford, Pa, attorney for Roger B

In concluding that the credits The court also re]ected the liqui- cult risks If the primary insurer on Minkoff, the stockholder who sued Among other charges, the suit
and debts created under these con- dator's argument that public pol- such a program becomes insolvent, alleged that CBS paid too much for the publications
tracts were -mutual credits and icy goals favor payment to primary the reinsurer must rely on its right In a derivative suit, a shareholder acts on a company's behalf
debts" for which offsets are al- policyholders and that this goal of offset to recover additional pre- Therefore, any award or settlement is payable to the corporation
lowed under California insurance should overnde any reinsurer off- miums due after rating adjust-
law, the court turned aside several sets allowable under California ments, since the reinsurer probably Size of punitive awards risesarguments by Mission's hquidator statutes will not recover the premium by

The liquidator argued that rein- Claims by primary policyholders filing a claim against the defunct SACRAMENTO, Calif -The amount of punitive damages
surance debts are not mutual be- will be covered-subject to limita- insurer's estate awarded by California juries increased 178% to $3 million on aver-
cause a ceding insurer and assum- tions-by the California Insurance In taking away the right to off- age in 1989 from $1 69 million in 1987, according to an Assn for
ing reinsurer act in different Guaranty Assn, and this cost will set, "you are taking away a mecha- California Tort Reform study
capacities without the "mutuality be passed on to insurers doing nism that can create capacity in Based on 1,846 jury verdicts, as reported by Jury Verdicts
of identity" required to allow off- business in the state, the court difficult classes of business," he Weekly, the study identified 48 punitive damage awards from 1987
sets noted It added that the state itself observed to 1989 of $1 million or more and 19 of $5 million or more

A distinction between ceding will not bear any expenses because Meanwhile, reinsurer represen- However, the percentage of civil lawsuits in which punitive dam-
ages were awarded declined to 9 3% in 1989 from 15 2% in 1987and assuming reinsurance "is a of the allowance of offsets tatives predict the ruling will help

technical one having no impact Guaranty fund officials ex- the pro-offset faction in the pro- Victor Schwartz, a Washington, DC, attorney and product lia-
upon the mutuality issue," the ap- pressed concern about the impact tracted debate within the National bility expert, attributes the decreabe in part to the stricter standard
pellate court found of the ruling Assn of Insurance Commissioners of proof now needed to win punitive damages "clear and convine-

ing" evidence rather than a "preponderance of evidence "The panel also dismissed the liq- John W Gates, CIGA's executive over offset restrictions contained
uidator's argument that the mutu- director, noted that "it could have in proposed amendments to the Findings were presented last week to the legislature's Joint Com-

mittee on Tort Liabilityality of the parties was destroyed a substantial financial impact on NAIC's model offset law (BI, June
by the liquidation order itself, our association," because the loss 5,1989)
which substituted the insurance of reinsurance proceeds to the Mis- I m sure item number one on Illinois revokes broker's license
commissioner for Mission This sion estate will mean a smaller re- the agenda for their next meeting

CHICAGO-The Illinois Insurance Department has revoked the li-theory would never allow offsets m covery by CIGA for losses it pays will be this opinion," Mr Hansell
cense of bankrupt reinsurance brokei Daniel Lodderhose for vio-insurance liquidations, a result the on Mission's behalf said "For those whose minds are
latmg rules requirmg brokers to keep premiums in trust accountscourt described as "absurd " CIGA's gross paid, unpaid and not made up, this may have some

In ruling on the mutuality issue, Incurred-but-not-reported losses Influence " In addition, the department fined Mr Lodderhose $5,000 and or-
dered him to pay the costs of the mvestigation $366 25the California appeals panel cited from the four Mission Insurance However, David Levinson, Dela-

O'Connor vs Insurance Co of units in hquidation totaled $714 ware insurance commissioner and Neither the broker nor his attorney, Daniel Engel of Schwartz,
North America, a 1985 Illinois Fed- million as of Sept 30, 1989, Mr chairman of the NAIC's Rehabili- Cooper, Kohl & Gaynor in Chicago, attended licensing hearmgs, ac-
eral District Court ruling also up- Gates said tators and Liquidators Task Force, cordmg to Mr Engel

holding the right of offset (BI, Nov CIGA's losses represent more minimized the ruling's importance Three syndicates of the now-defunct Insurance Exchange of the
11,1985) than 60% of the roughly $1 billion "I am not personally influenced Americas are suing Mr Lodderhose and his company, Lodderhose Inc,

A decision on an appeal of the in nationwide guaranty fund losses by the judicial interpretation of charging them with neghgence in withholding nearly $600,000 of premi-
O'Connor ruling is expected from stemming from the Mission col- the existing state of the law when ums collected on their behalf (BI, March 21, 1988, Jan 11, 1988) The
the 7th U S Circuit Court of Ap- lapse, Mr Gates estimated it is my task to decide what the law plaintiffs say they did not agree to allow their premiums to offset claims
peals shortly agamst remsurance policies underwritten by several IEA syndicates,However, some reinsurers see should be," Mr Levinson said

managed by IEA underwriting manager Global Underwriting Manage-At the same time, however, the long-term benefits to allowing off- "They are not related issues," he
ment Inc, which also is a plaintiff m the suitcourt refused to allow Pru Re to sets said "Our basic task is not to track

According to syndicate attorney William Schaller of Baker & McKen-offset balances lt owes Mission "Offsets might increase the bur- what the courts say they think the
zie in Chicago, the syndicates are attempting to collect from a $5 millionagainst balances Mission owes Gi- den on guaranty funds m specific law lS but to clearly enunciate

braltar, noting that Gibraltar (cases), but I do not believe that what the law ought to be " errors and ormssions policy written for Lodderhose Inc by Boca Raton,
Fla -based Insurance Corp of Americaceded business to Mission but did they increase the burden in the Further debate on the 1Ssue

ICA, which has been hit with cease and desist orders in severalnot assume reinsurance from the long run," said Robert W Hall, of offsets lS expected at the
states, has claimed it can operate free of state regulation under twogroup and therefore does not have general counsel for American Re- NAIC's March meeting in Salt
purported turn-of-the-century federal court decisions A Virginia manmutual credits and debts Insurance Co in Princeton, N J Lake City
who sold ICA to its current owner was sentenced to 25 years in jail for

Mission reorganization plan fraud last year, and the two court decisions have been branded as phony
in cnminal and civil court proceedmgs (BI, Oct 31, 1988, June 1, 1987)

In addition, the syndicates are attemptmg to stop Mr LodderhoseContinued from page 1 agreement is contingent upon the much compared to the $2 billion from shielding himself under bankruptcy lawsamounts owed them by Mission payment to Mission's hquidator in policyholder obligations, it The trial in this litigation is scheduled to begin Feb 20against claims they owe Mission of about $14 million by a unit is the duty of the commissioner
(see related story, page 1) of American Financial Corp , to pursue all avenues to maximize Briefly notedThe MIG reorganization agree- which is the major stockholder of the return to policyholders," he
ment was signed last week by MIG, MIG added The Indian Supreme Court has upheld Union Carbide Corp 's
the California Insurance Depart- MIG's other creditors-princi- The California Insurance De- $465 million settlement of claims stemming from the 1984 Bhopal
ment, Missouri Insurance Director pally bond holders-would receive partment now is preparing to file gas disaster, confirmed a Union Carbide spokesman (BI, March 6,
Lewis Melahn and MIG's Unse- virtually all of the remaining eq- motions with the Los Angeles Su- 1989, Feb 20,1989) However, the funds will not be disbursed until
cured Creditors Committee uity in the new company perior Court-the court that has additional challenges to the settlement by victims' advocacy groups

It calls for the Mission hquidator The reorganized MIG would re- handled the liquidation proceed- are resolved New Jersey has granted workers compensation
to receive about 29% of the com- tain its 62 5% interest in KCP ings of MIG subsidiaries-to hold insurers a 4% rate increase on average for 1990 Farrell, Pa -
mon stock of the reorganized com- Holding Co, a Rancho Dominguez, hearings on the MIG agreement based Sharon Steel Corp has committed $110 million to six un-
pany, according to Lawrence G Calif -based company whose sub- "Our attitude is that unless derfunded pension plans covering 6,500 employees and retirees
Becker, vp and general counsel of sidiaries underwrite workers com- someone comes up with a reason to prevent plan terminations under a tentative agreement with the
MIG in Cincinnati pensation and other property/ca- not to go through with this plan," Pension Benefit Guaranty Corp The agreement, part of Sharon's

Mr Becker could not estimate sualty insurance then the department supports ap- proposed reorganization plan under U S bankruptcy law, calls for
the cash value of the stock that the The KCP subsidiaries assumed proval of the plan, Mr Rubinstein the company to make a $67 million cash payment this year and
regulators and creditors could re- the ongoing business of Mission said additional unspecified payments m four subsequent years The
ceive under the agreement "How American Insurance Co (BI, Aug Along with approvals by the var- plans are underfunded by $275 million New Jersey Gov
much each will get will depend on 8, 1988) ious courts involved, creditors and Thomas Kean signed into law a bill requiring employers to provide
how the market values the stock" The new shareholders also will shareholders of MIG must consent workers up to 12 weeks of unpaid leave to care for a seriously 111
once the new company lS formed, receive the right to invest about to the reorganization agreement child. spouse, parent, newborn or newly adopted child Connecti-
he explained $17 million in the common stock of MIG creditors, who are primarily cut, Maine and Wisconsin have similar laws (BI, Jan 1) Massa-

However, Mr Rubinstein, repre- the reorganized company to realize bond holders, are expected to agree chusetts legislators trimmed $1 million from the $11 million fiscal
senting the California Insurance the benefits of tax losses to obtain some recovery while 1989 budget for the state's universal health care pilot programs,
Department, said that the total The MIG agreement "is a com- shareholders, whose stock lS which are developing affordable insurance plans for small busin-
value of the reorganized MIG could plicated, but elegant way to" reor- valueless absent a reorganization, esses Christiania Holding Co Inc has agreed to buy a 49 9%
be roughly estimated at about $30 ganize MIG and benefit policy- are not expected to object to the stake in New York-based Belvedere Corp. Christiania, a unit of
million holders of the insolvent insurance plan Storebrand International A/S of Norway, will acquire the Belve-

The liquidator will sell the stock units, Mr Rubinstein said The company expects the plan to dere shares currently held by Sprout Group, a venture capital arm
as soon as it is feasible, Mr Rubin- "While we realize that the $23 be approved and confirmed shortly of Donaldson, Lufkin & Jenrette Inc , and two institutional inves-
stein added million policyholders could get after the first quarter of 1990, Mr tors affiliated with Sprout Group

In addition, the reorganization through this agreement is not Becker said
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Baker Hughes use of tobacco plemented But I might add that lt gram, Mr Vinson said, include maximum The deductible for full

If an employee does not use to- isn't such a bad idea," said John • Minimal costs to implement family coverage is $500 and the
Contznued from page 1 bacco products and falls within an Welch, a consultant with A Foster the program annual out-of-pocket maximum lS

12,500 domestic employees will be acceptable level in three of the four Higgins & Co Inc in Washington, For example, Baker Hughes ex- $2,000
$47 8 million, a 17 7 1 increase testing categories, the company D C pects that the cost of providing 01, under a new tiei of contiibu-

ovet 1989 costs Baker Hughes' will contribute to a health care However, the consultants did wellness exams will be offset by tions, deductibles and coinsui ance,
health care tab has mole than dou- spending account find a potential pioblem with the added premiums that tobacco individual coveIage costs $6 pei
bird since 1987, when its outla> Mr Vinson said the company ex- Baker Hughes' program Employ- users will pay month, coverage for employees and
was $23 million pects 50% to 60% of its workforce ees are on the honor system to re- With an estimated 15% to 209 of dependents costs $11 pei month,

Baker Hughes' health care plan to take the wellness exam port tobacco use Baker Hughes employees using to- coverage for an employee and a
5 underwiitten by Chattanooga, The plan is designed to achieve "It's a great concept for getting bacco pi oducts, the premium s.ir- spouse costs $12 pei month, and
Tenn -based Provident Life & Ac- positive long-term results for at the fact that smokers do drive charge for tobacco users will gen- full family coverage costs $18
cident Insurance Co Baker Hughes and its employees, up health care costs, but enforce- erate at least $175,000 annually, monthly

Mi Vinson pointed out that more said Dale Gifford, a consultant ment based on an honor system lS said Mr Vinson However, the individual deduct-

than half of Bakei Hughes' 1989 with Hewitt Associates, the benefit open to abuse," Mr Welch said • The program imposes little ad- ible 15 $500 and the out-of-pocket
health cate expenditures are at- consulting firm that coordinated Mr Danish concuried "Enforce- ministrative buiden on Ba:er maximum is $2,000 Employees
tributable to life style-ielated ail- the flex plan ment is a problem There's a life- Hughes with dependents oi a spouse pay a
ments in four diagnostic cate- "There are significant health style element here and I'm not sure • Employees easil 1 undeistand $500 pei person deductible up to
golleS Cliculatoly S>stem, Iisks associated with smoking and where employees will draw the the program and have accepted it $1,000 per year, with an annual
digestive system, musculoskeletal bringing these risks to a personal line It is an interesting concept • All employees in all locations maximum of $3,000, and the family
system and connective tissue and level is much different fiom pres- and other companies will continue have an equal opportunity to pai- deductible 19 $1,000 with an out-
the iespiratoiy system enting figures compiled by asso- to discuss it, but problems could ticipate of-pocket maximum of $3,000

In the foul areas generating ciations," he said arise in enfoicement and an- Under the flexible benefits plan, The flex plan also includes the
moie than $20 million in costs last The flexible program is unique, swering questions of those who do employees can opt for coverage new pretax health cate leim-
yeai, there is clearly no doubt that according to Messrs Gi fford and smoke or are tested to be unhealthy with the same monthly contribu- bursement ac.ount In addition to
smoking contributes," he said Vinson but have had no claims " tions, deductibles and coinsurance the $100 Baker Hughes will con-

"After looking at the four diag- "We went all around the country Hewitt's Mr Gifford said en- requirements the company has of- tribute to the account of each em-
nostic areas, we realized that they and no one has these types of well- forcement by the honor system fered urder ltS tiaditional indem- ployee who meets minimum health
are all lifestyle-driven Our foun- ness incentives We have seen dis- should not be a big problem be- nity plan or select coverage with standards, employees can place up
dation toI the progiam is that if we counts for non-smokers, but no cause the premium surcharge for lower monthly contributions but to $2,500 per year, pretai, into
can influence hfestyle in some pos- surcharges," Mr Vinson said tobacco users is not an "overly on- higher deductibles and out-of- their accounts In addition, a new
itive wa>, we can reduce health Other benefit consultants con- erous amount We don't think that pocket maximums pretax dependent care reim-
cate costs," he said curred $10 per month will create a prob- For example, individuals still bursement account is being of-

"Granted, musculoskeletal all- "Having actual rewards and lem with people misrepresenting can elect to pay $23 per month for fered, with an annual maximum
ments are not exclusively life penalties in place is unique The themselves " comprehensive health insurance, pretax employee contribution of
style-related," he added "How- only resemblance I have seen has Mr Vinson said Baker Hughes' an employee with dependents can $5,000
ever, back problems comprise the been insurance companies rating directors did not embrace the pro- elect to pay $44 per month, an em- Baker Hughes also implemented
marni ity of ailments found in this small group policies based on gram initially "It was a hard sell ployee and spouse can elect to pay a second option for long-term dis-
aIea, and body weight and overall smokers and non-smokers," said to management, but logic says $48 per month, and an employee ability insurance, which the com-
physical condition are the key con- Bill Danish, a consultant with Fort there ate only two ways to cut with full family coverage can elect pany self-insures
tt ibutors to back problems " Lee, N J -based Kwasha Lipton costs One, is on the backside, to pay $70 per month The existing LTD plan offers

All domestic employees may par- "I don't know of any other em- where you can reduce the costs Under this plan level, 1ndividu- 60% of base salary up to age 65 or
ticipate in the wellness checkup, ployer doing this Some companies providers charge But that isn't als are iequired to pay a $250 an- until recovery at a cost of 30 cents
which tests a worker's cholesterol are offering wellness programs, going to happen However, you can nual deductible and 20% of costs per $100 of monthly benefits
and triglyceride levels and blood but only in order to heighten cut 100% of the cost if your em- up to $1,300 per year An employee The new plan continues to pro-
pressuie The checkup also pro- awareness Outright penalties are ployees don't go to the doctor at with a spouse or dependents would vide 60% of salary, but only for two
vides a height/body weight analy- currently being explored by com- all " pay a $250 per person deductible years, at a cost of 10 cents per $100
sis and questions employees about panies, but they haven't been im- Other advantages of the pro- up to $500 and a $2,000 annual in monthly benefits .

Oil spills S&L takeover voids
Continued from page 1 bers of P&I clubs, their owners lution Incidents that provides pay-
that there was "a good chance" no each have up to $400 million of in- ments of up to $16 8 million per
oil would hit the Moroccan coast- surance to cover ship In addition, Repsol, the $18.6 million award
line • Losses and damages resulting owner of the Aragon's cargo of oil,

Meanwhile, in a separate inci- from oil spills is a member of the Contract Re-

dent, the Spanish tanker Aragon • The costs of any reasonable garding Supplement to Tanker Li- By STACY ADLER fund the full $3 8 million loan for a

lost up to 25,000 tons (175,000 bar- measures taken to avoid or mini- ability for 011 Pollution fund planned shopping center
rels) of Mexican crude oil off the mize pollution and any liability for (CRISTAL) As a result, :he Aragon ARLINGTON HEIGHTS, Ill-The In November, a DuPage County
Portuguese isl and of Madeira, losses or damages to property re- lS entitled to a further $53 2 mil- federal takeover of an insolvent Illi- Circuit Court Jury rejected the sav-
which is about 400 miles west of sulting from those measures lion from TOVALOP plus pay- nois savings and loan institution will ings and loan's claim that Mr Harper
Morocco • Costs of, or resulting from, lia- ments through CRISTAL up to a cost a real estate developer an $18 did not meet terms of the agreement

The vessel reported steering bilities from complying with an maximum $135 million, said Mr million judgment he had won against and ordeIed Arlington Federal to pay
problems on Dec 12 and was being order or direction from any gov- Nichols (BI, April 3, 1989) These the thrift Mr Harper $18 6 million
towed to Spain when it hit bad ernment or authority to reduce payments would be made by the Federal regulators took over the Attoineys for Mr Harper and
weather 25 miles northwest of Ma- pollution vessels' P&I clubs troubled Arlington Heights Federal Landsmith Er.terpnses could not be
detra on Dec 29 Bad weather The clubs retain the first $1 2 Under these agreements among Savings & Loan last month, assum- reached for comment
stripped away the plating on one of million of a loss, though sometimes shipowners, claimants seek pay- ing all liabilities except one the Regulators' decision not to assume
the vessel's central tanks, causing clubs require minimal deductibles ment through TOVALOP and $186 million a DuPage County Jury responsibility for the $186 million
011 to leak into the sea of shipowners, often of no more CRISTAL rather than through the recently awarded the Wheeling, Ill, verdict will ease the financial strain

However, by Dec 31, the oil slick than $15,000 courts developer on the new savings and loan
from the Aragon had "largely been Then, the International Group of Direct hull and cargo coverages Without assets or .nsurance that When Arlington Federal was taken
dispersed at sea 60 miles southeast P&I Clubs assumes the next S10 8 for both vessels are placed in their would cover the breach of contract over, its liabilities exceeded ltS $520
of Madeira" causing no further million of risk respective local insurance markets, award, the now-defunct Arlington million in assets by $22 million
threat to any coastline, said Mr The International Group of P&I according to London sources Heights Federal-now reopened Its financial problems stemmed
Nichols Clubs then reinsures the remaining In another incident, Exxon last under a new name-will not be able from skyrocketing Interest rates in

The Aragon, owned by Madrid, $388 million in coverage with syn- week spilled between 400,000 and to pay Mr Harper or his firm, Lands- the early 1980s
Spain-based Fleetamentos Mari- dicates at Lloyd's of London, mem- 500,000 gallons of No 2 heating oil mith Enterprises, says the thrift's at- During this period Arlington Fed-
timos, last week was docked in ber companies of the Institute of into Arthur Kill-a waterway be- torney eral was paying more interest on de-
Tenerife, in the Canary Islands, London Underwriters and world tween New Jersey and Staten Is- But the developer says he will chal- posits than it was earning on the
and its remaining cargo of 011, marine insurance markets land, N Y -when an underwater lenge the regulators' action in court long-term, low-interest home loans it
owned by Spanish oil company However, it appears that based pipeline burst The heating oil, and ma> seek payment from Resolu- made in the 19705, before interest
Repsol, was being unloaded, said on their gross registered weight- which is heavier than gasoline but tion Trust Corp, the federal agency rates were deregulated
Mr Nichols Aragon with 122,582 metric tons much lighter than the fuel spilled managing the thrift bailout To cope with that problem, fed-

The Kharg 5, which is owned by and the Kharg 5 at 131,605 metric near Morroco and Alaska, threa- Last month regulators closed Ar- eral regulators allowed thrifts to sell
the National Iranian Tanker Co, tons-under the international con- tened late last week to pollute a lington Heights Federal and reopened off the old loans at less than their
last week was still being towed by vention Morocco signed, the total 13-mile shoreline and a bird sane- it under federal control as Arlington face value, but record the loss on the
a Dutch salvage company south of liability limit for each of the two tuary in the area Heights Savings Assn F A (Federal sale over the life of the loans
the Cape Verde Islands in search of ships would be less than $20 mil- An Exxon spokesman said it was Association) Arlington Federal sold $250 mil-
calmer seas to repair the ship, Mr lion, Mr Nichols estimated premature to estimate the size of Under new rules established by lion in home loans, showing a loss
Nichols said The ship was refused Most countries in the world, ex- the loss He added, though, that the Congress, regulators that take over of $56 million But because the loss
entry to Spanish or Moroccan cluding the United States, have ac- value of the lost fuel was about a trouble savings and loan can choose was to be written off over many
ports, he noted cepted that shippers must have the $1 10-$1 20 per gallon not to assume some liabilities, ac- years, its net worth remained vir-

The Iranian tanker no longer is benefit of limitations on liability Exxon late last month said it had cording to Riccardo DiMonte of Di- tually unaffected
losing oil, Mr Nichols said for orderly trading a self-insured retention of $10 mil- Monte & Lizak, the Chicago firm rep- Last year Congress disallowed the

The Kharg 5 is a member of the Legisl ation passed by both lion for property and occurrence- resenting the thnft practice and required savings and
United Kingdom Mutual Steam- houses of Congress, however, based liability coverage to respond Because the former savings and loans to recognize the full value of
ship Assn (Bermuda) Ltd Protec- would limit shippers' liability, yet to an unrelated refinery explosion loan has no assets and the new thrift losses on sales of home loans
tion & Indemnity Club, which lS permit states to impose unlimited (BI, Jan 1) is not responsible for the $186 mil- New rules also require savings and
managed by Thomas Miller & Co, liability The New York Department of lion judgment, "the plaintiff will not loans to have a tangible net worth
confirmed a spokeswoman for The legislation iS scheduled to be Conservation sald it is considering recover anything," said Mr DiMonte (cash) equaling at least 1 5% of
Thomas Miller considered by a conference com- filing a claim against Exxon under Furthermore, Arlington Federal assets

The Aragon lS a member of The mittee early this year (BI, Nov 13, the federal Clean Water Act and had no insurance to cover payment When the rule took effect Dec 6,
Standard Steamship Owners' Pro- 1989) state navigation laws for full res- of the award, said Mr DiMonte "It Arlington Federal's tangible net
tection & Indemnity Assn (Ber- The owners of both ships also are toration and replacement of da- 15 Impossible to buy insurance for worth plummeted from 42% to a
muda) Ltd , said Nicholas Wil- members of the Tanker Owners maged natural resources this," he said, refemng to this type negative 4 5% of assets
hams, a director of Charles Taylor Voluntary Agreement Concerning of breach of contract The takeover of Arlington Federal,
& Co, the P&I club's London Liability for 011 Pollution (TOVA- Associate Editor Michael Mr Harper claimed in a lawsuit which has more than 60,000 custom-
agent LOP), which is an out-of-court Schachner in New York contri- that the savings and loan violated ers, follows the seizure of hundreds of

Because both vessels are mem- compensation mechanism for pol- buted to this report a 1973 loan contract by refusmg to other troubled thrifts nationwide I
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Decade in review
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1,000 Insurance industry stocks continued to climb last
week, as the Business /nsurance /ndex rose 3.2
points to 619.4 on Jan. 5, from 616.2 on Dec. 29.
Advancing issues were led by American Indemnity

600 Financial Corp., up 10.0%; Frank B. Hall & Co. Inc.,
up 9.1%; and SAFECO Corp., up 8.7%. Decliners

1989 4 followed Hilb, Rogal & Hamilton Co., down 20.65%;
 Safeguard Health Enterprises, down 7.0%; and

100 on December 29,1978 i United Healthcare Corp., down 6.2%. The most ac-
1 tive issue was Sears, Roebuck & Co. (Allstate) 3.3

BVJohn Hall million shares traded. The Bl index gained a slight
0.5% for the period; the Dow Jones 30 Industri-
als dropped 0.7%; the Standard & Poor's 500

fell 0.3%; and the New York Stock Exchange Com-
posite lost 0.2%.Stocks see big gains in 1980s

The stock market took quite a trip in the
1980s, and insurance industry stocks went along
for the tumultuous ride.

The past decade was marked by significant
increases in stock values, as the Business In-
surance stock index of 76 commercial insurance

industry related stocks soared 477.3 points to
616.2 on Dec. 29, 1989, from 138.9 on Dec. 31,

1979, a whopping 343.6% gain. Likewise, the
Dow Jones industrial average grew to 2753.27
on Dec. 29, 1989, from 838.74 on Jan. 2, 1980, a

228.39 jump.
To be sure, there were declines during the

period, including the market's spectacular Oct.
19, 1987 crash, when the Dow Jones industrial

average took a 508-point nosedive (BI, Oct. 26,
1987). But the stock market's strong recovery
from that plunge characterized the momentum
in the market during most of the decade.

The bull market that began in August 1982
saw the Dow Jones industrial average shatter

numerous records, including one set last week,
when the Dow average surpassed the 2800
benchmark for the first time.

The BI index, for its part, crossed the 600-
threshold for the first time last year. The index,
which debuted a decade ago in the Jan. 14, 1980
issue of Business Insurance, uses a base of 100
on Dec. 29, 1978.

A year-by-year look at the progression of
insurance industry stocks compared to the Dow
Jones 30 industrials follows:

• 1980. The BI index began the decade with a
16.92% gain, while the Dow Jones 30 industrials
climbed 11.71%.

• 1981. The BI index increased 12.75%, while

the Dow Jones 30 industrials dropped 9.23%.
• 1982. The BI index jumped 23.48%, while

the Dow Jones 30 industrials climbed 19.61%.

• 1981 The BI index mereased 18.49%, while
the Dow Jones 30 industrials climbed 20.27%. In

1983, the industrial average closed at a record
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AVERAGE

INSURERS/REINSURERS

Ael,0 Lile & Casualty

Ambase Corp

Amencan Genefal

knei,can Her,laqe

Ainerican Indemnity,'Fin'I

A,norican Intemational

Ao,1 Corp

MAnaur G,oup

AVEMCO Corp

Baldwin & Lyons Inc

Belved/e Co¢p

Chandler Insufance

Chuhb Corp

CIGNA Com

CNAFinancial Corp

Covit„,ental Corp

Durham Corp

Fireman's Fund

Fremont Gen/al Corp

Frontle, lihil,ance Group

Ge,w„al RE Corp

Hanover Insufance Co

Harleysville Group

Hartiold Steam Better

Kansas Cily ble Ins

NYS

NYS

NYS

NYS

OTC

NYS

NYS

OTC

NYS

OTC

ASE

OTC

NYS

NYS

NYS

NYS

OTC

NYS

OTC

NYS

NYS

OTC

OTC

OTC

OTC

5750

11 63

3275

2963

8.25

10075

40.75

7050

24.50

2250

500

1163

9525

5950

9638

3125

3038

3563

2025

1825

8625

3000

27.50

Sdi 50

3550

-2.45

727

000

909

-2065

-385

0.00

-15

404

-0 58

-212

2.96

11

177

-606

480

533

0.00

2.66

·3.55

181

208

286

476

000

000

000

·166

040

-202

2.52

-122

0.00

-1.00

-164

0.00

187

000

28.49

2205

4485

000

31 65

35.14

4571

297

22.67

449

917

1618

-2143

51 22

47.51

62.07

-4.39

5517

1111

5500

64.94

2865

6404

234

508

22.32

62.00

6390

5682

1321

5493

47.30

365

4135

85.48

1496

-3.10

347

62.50

1638

3850

29.63

1300

11200

43.25

70.50

27.50

2400

650

13.25

9950

66.75

108.75

3863

34.75

40.75

2025

21.75

9625

3300

28.75

, 59.25

3600

34.00

41 00

26.50

4.63

2575

8975

12.75

22.63

3000

1588

250

1350

5600

800

1010

223

1919

8

2

987

472

63

10

112

5

25

722

728

139

488

24

223

291

5

752

96

6

73

3

Annual Mkt/Bk.

High Low Vol.(000) $ Div. 96 Yield P/E Book value value

46 So 2925

8900.00 4625 00

6450 4975

4813 3650

4663

1025

2950

25.00

750

6625

2700

43.25

2038

1438

4.25

700

57.63

45 88

5763

31.25

2900

28.75

12.13

10.75

5438

2575

1750

34.75

32.75

200

1551

3312

446

123

22

80

77

647

8

100

124

052

0.00

0.32

2.48

0.40

0.40

000

160

200

2.76

020

148

120

0.56

048

140

100

0.40

0.28

004

000

2.32

296

000

260

092

0.60

080

000

1.36

044

060

160

104

335

320

2.11

000

175

331

3.14

2-4

096

0.00

2.78

511

22

4.80

1.72

4.52

405

679

048

344

142

1.63

124

080

000

2.44

497

000

832

303

1.68

395

0.00

158

1 47

218

294

2.93

9

30

9

14

0

18

18

17

1

16

19

12

14

9

4

10

11

6

12

12

9

14

7

16

6

10

11

9

64

19

13

18

9

14

7

9

14

19

2506

2869 00

5633

37.75

9.18

1273

533

·2.80

4.60

1056

189

5811

2908

3468

2260

1738

41 92

1962

3683

952

2080

803

953

5549

6664

5487

41.36

2632

32.74

1909

7.29

2904

32.03

1894

1894

3922

325

3.04

4.62

-107

3.97

7.10

892

167

3.01

102

1.04

099

040

094

1.31

0,47

2.40

2.08

1.91

2.57

1.08

0.62

1.22

1.72

089

1.76

0.76

1.15

109

106

250

2.97

094

1.45

288

091

level 29 times.

• 1984. The BI index was up a slight 2.05%,
while the Dow Jones 30 industrials fell 3.74%.

• 1985. The BI index jumped 53.95%, fu-
eled largely by massive rate hikes in the com-
mercial property/casualty insurance market.
The Dow Jones 30 industrials shot up 27.66%.

• 1986. The BI index increased 11.71%, while
the Dow Jones 30 industrials climbed 22.58%,

despite lackluster gains in the second half.
• 1987. The BI index fell 21.14%, while the

Dow Jones 30 industrials salvaged a gain of
2.26% despite the October stock market crash.

• 1988. The BI index jumped 21.09%, while
the Dow Jones 30 industrials climbed 12.98%,

largely on the strength of merger euphoria.
• 1989. The BI mdex jumped 37.24%, while

the Dow Jones 30 industrials climbed 25.69%,

and regained the peak it had ascended prior to
the October 1987 crash (BI, Jan. 1).

-By Paul D Winston

Kemper Corp

Lawrence Insurance Group
Liberty Corp

Lincoln National

NAC Re Com

Navigators Group
Nobel Insurance LTD

NWNL Companies

Ohio Casualty Corp

Old Republic Inn

Orion Cap,tal Corp
Phoenix RE Co¢p

Protective Life Corp
Provident lile

Re Capital Corp
RU Insurance Corp

St Paul Companies

SAFECO Corp

SCOR US Corp

Se,bels Bruce Group

Selective Ins Group

Statesman Group Inc

Tottio Manne & Fire

Torchmark Co,p

Transamenca

Trenwick Group Inc.

Unted Fire & Casualty

USF&G Corp

UNUM Corp

USLIFE Corp

Washington Naltonal
Zenith National Ins.

INSURERS/REINSURERS

NYS

ASE

NYS

NYS

OTC

OTC

OTC

OTC

OTC

OTC

NYS

OTC

OTC

OTC

ASE

NYS

OTC

OTC

NYS

OTC

OTC

OTC

OTC

NYS

NYS

OTC

OTC

NYS

NYS

NYS

NYS

NYS

AVERAGE

HEALTH MAINTENANCE ORGANIZATIONS

OTC 2188

OTC 8.13

OTC 2650

OTC 825

ASE 850

OTC 1138

ASE 600

OTC 1363

AVERAGE

AVERAGE

6.12

7.41

4.29

-349

5.59

-2.65

000

3.53

0.00

0.49

6.08

-091

-1.71

-195

526

2.94

3.59

8.74

000

238

263

4.35

293

-0.90

2.26

-3.06

000

1.29

391

-0.83

224

3.47

09

5.42

656

392

-7.04

·145

-6.19

000

-1.80

·01

06

11223

9.38

1890

3584

82.68

34.15

5676

3130

32.17

12.16

5000

39.74

8.49

2968

62.16

14.75

4244

7968

63.77

-4.44

1522

-4.35

-1880

8115

29.59

66.67

7.79

1.72

86.45

2982

7.04

5.67

305

1/2/1990 THROUGH 1/5/1990

Price

49.88

725

43.25

58.75

37.75

2750

200

40.38

47.25

25.50

2400

1363

1438

25.13

1500

875

61.25

42.00

14.13

10.75

1950

275

74.50

5525

43.25

23.75

32.88

2950

4988

44.63

28.50

18.63

Weekly Year to Date

96 change % charge

FHP International

HMO Amerma Inc

Pacilicare Health Sys

Safeguard Health Enter
Sierra Health Services

United Healthcare Corp.

United Med,cal Corp

U S Healthcare

HMOS

ALL COMPANIES

8617

76620

11200

53.49

423.08

167.65

11.63

142.22

2203

278

22.75

663

32.50

42.75

20.38

20.00

1.50

2688

3500

2263

1438

8.75

1288

1863

888

688

4300

23.13

750

10.25

14.50

188

6600

3000

3275

1350

2900

28.25

2638

3313

24.00

16.75

588

0.94

600

4.75

138

388

500

5.25

British issues

Jan. 4 pr,ce

Companies pen.
Comml Union 507

Cent Accident 1200

Gdn Royi Exch 245
543

337

Brokers

Brad-ck 227 16.0 100

CEHeath 531 15.0 34.5

Ho Robinson 174 122 97

Uoyd Thompson 275 183 93

PWS Hokings 43 11.6 27

Sedgwickem 314 233 160
Sel Brrl Jome 285 17 8 153

Wim* Faber 290 204 15.3

Source: Philip Olsen/Alan Clifton,
Specialists Kilcat & Aitk
London

Annual

1*gh Low

2638

1063

3038

1250

963

1263

7.25

1550

148

5

18

202

226

6

7

515

345

225

76

37

97

301

21

9

1144

1662

87

84

75

62

22

217

329

59

0

771

621

77

31

17

PIE DN

P."(e
282 29.3

171 68.0

19.3 15.7

261 34.0
11.7 170

5188

8.50

4500

62.88

41 00

28.25

500

44.13

5250

3038

28.50

1550

1625

3013

15.00

950

6350

42.00

1450

1363

20.00

363

95.50

58.75

48.00

2688

34.50

3400

4988

48.13

2913

21.50

622

149

155

114

88

310

3

1044

084

028

080

260

020

000

000

120

208

0.72

084

020

068

080

0.00

040

220

120

0.40

080

096

016

092

140

192

036

120

280

060

148

108

084

Vol.(000) $ Div. % Yield P/E

0.00

000

000

000

000

000

000

020

168

386

185

443

053

000

0.00

2.97

440

2.82

350

1 47

473

318

000

4 57

3.59

286

283

7.44

4.92

582

123

253

4 44

152

365

949

120

3.32

379

451

30

0.00

0.00

000

000

0.00

0.00

000

147

02

26

1

11

15

18

11

16

10

0

9

7

13

7

11

27

8

13

8

8

10

14

51

7

7

32

15

10

12

9

46

14

10

9

15

20

35

27

13

9

23

20

32

11

100

1 Weelt

Yield Higli-Low

% pwapencf

58 531-507

57 1240-1200

63 264-245

6.3 579-543

50 347-337

44 229-227

65 531-528

55 174-168

3.4 275--273

62 48-43

5 1 315-310

54 285--280

5.3 294-285

Insurance Industry
en Stockbrokers,

Mkt/Bk.

Book value value

29.97

329

31 82

49.19

2281

1522

776

37.50

3330

3070

1972

1299

1454

23.24

12.60

1071

4347

24.87

10.61

13.75

15.72

4.19

7093

1323

3463

1691

22.56

22.87

31 20

5434

32.90

1381

-

System design: Nordby International Inc.

354

112

6.35

299

062

034

570

307

618

7.25

417

2.76

1371

3346

105

444

166

220

1.36

119

165

1.81

0.26

1.08

142

0.83

122

105

099

108

119

0.82

141

169

1,33

0.78

124

066

105

418

125

140

1 46

129

160

0.82

0.87

135
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Service From A IU .
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Zurich-American. We're committed to providing
unsurpassed international service.

In fact, as part of the worldwide Zurich Insurance
Group, one of the largest property/casualty insurance
organizations, we can offer you 550 offices in 37
countries, plus cooperating partners in 40 more.

And insurance is our only concern. So you're
assured of in-depth understanding, commitment and
professionalism, both for foreign branches of American
firms and American subsidiaries of foreign corporations.

Make sure you're covered from A-Z. Just ask
about Z-A. Zurich-American.

AIVAE ZURICH-AMERICAN
INSURANCE GROUP

American Creativity. Swiss Dependability
Zurich Insurance Company ·American Guarantee and Uability Insurance Company · Executive Offices, Schaumburg. IL 60196

A MEMBER OFTHE WORLDWIDE ZURICH INSURANCE GROUP


