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Best's are worse
Many insurers’' ratings lowered, omitted

By STEVE TARAVELLA

Many commercial insurers and reinsurers finish
poorly in the A.M. Best Co.'s 1985 property and casualty
company evaluations.

Best's ratings resulting from these evaluations of in-
surers' 1984 financials and operations are widely used
by both brokers and insurance buyers to gauge insurers'
financial stability.

But an insurer's rating-or lack of one-may not
carry as much weight in today's shrinking commercial
insurance market as it did in the competitive market-
place.

Most insurers don't expect their lower or missing rat-
ings to hurt their business. Some say capacity is so diffi-
cult to find, a lower or missing Best's rating won't mat-
ter to insurance buyers.

Ratings are omitted this year for several major com-
mercial insurance companies, like the risk-bearing
units of Mission Insurance Group in Los Angeles, Mid-
land Insurance Co. and Transit Casualty Co.

Best assigns an omit rating, the worst rating a com-
pany can receive, when the company's performance
does not qualify for a rating of at least C, Best's lowest
alphabetical rating.

Best has deferred its rating for others, like Wausau
Insurance Cos., Northwestern National Insurance Co.,
Bituminous Casualty Corp. and Pine Top Insurance Co.

A deferral of a rating means a significant but non-re-
curring event affected the evaluation of the company
or a significant event occurred after year-end 1984.

The event almost always has an adverse effect on the
company's financial position, said Best's Vp Paul Wish.

And, the Oldwick, N.J, rating bureau didn't assign a
rating at all to other companies, including prominent
surplus lines insurers like International Surplus Lines
Insurance Co., a Crum & Forster unit; and Mutual Fire,
Marine & Inland Insurance Co.

A company's rating is not assigned if the company so
requests, if its business is 100% reinsured, if the com-

By STEPHEN TARNOFF

Despite the imminent resolution of as-
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pany is inactive or if life insurance predominates.

Best released last week to certain subscribers the last
of its ratings of 1,775 U.S. property and casualty insur-
ers and reinsurers. It began releasing the ratings in
April, as they were assigned.

Of the ratings, 25% were reduced, 8% were increased
and 67% were not changed according to early figures.

The ratings, which have become the industry's most
widely used indicator of an underwriter's financial via-
bility, are on the desks of more Best's subscribers ear-
lier this year than in previous years.

Last year, all of the ratings weren't released to all
subscribers until September. Throughout the summer,
Best heard a flurry of complaints from brokers groping
for ways to assess insurers whose financial strength ap-
peared to be dropping rapidly.

As one broker put it: "It takes more time to get out a
Best's report nowadays than it does to give birth to a

Continued on page 26

What producers gain by signing Wellington

bestos insurance coverage disputes involving
34 producers and 16 insurers under the re-
cently signed Wellington agreement, almost
all the major asbestos litigation will rage on.

The agreement calls for coverage disputes
between signers to be dismissed, but it is pos-
sible that the agreement will result in dis-
missal of only one of the more than about 40
pending coverage cases.

In the other cases, producers that have
signed Wellington will continue to press their
suits against insurers that have not signed the
agreement. In many cases, these insurers are
the majority of insurer defendants (see chart).

And, some producers that have signed
Wellington will continue to litigate against
all their insurers, including those that also
have signed the agreement, over whether

Air war risk rates likely to rise
after losses linked to terrorism

Page 2

Settling Non-settling
Asbestos producer insurers insurers
Armstrong World Industries Inc. Nine Nine
Fibreboard Corp. Six Four
Keene Corp. (pre-1977 insurers) One Three
_fagle-Maher Industries Inc. One Four
Pittsburgh-Corning Corp. None One
Owens-lllinois Ind None One

update

Court approves settlement

in VWoodson class-action suit

SAN FRANCISCO-A U.S. District
Court approved Fireman's Fund In-
surance Cos.' $55 million settlement of
a class-action lawsuit brought by 2,000
people who had participated in a trust
deed investment program sold by
Woodson Co. in San Rafael, Calif.

The approval came June 20, despite
charges by an attorney for some in-
vestors that the settlement was inade-
quate and the two $6 million financial

Continued on nezt page
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P&G seeks ruling

OnN excess cover

for Rely losses

By DOUGLAS McLEOD

CINCINNATI-In the latest maneuver in the insurance coverage
litigation over Rely tampon claims, Procter & Gamble Co. is asking
an Ohio state court to decide how five former excess liability insur-
ers should respond to toxic shock syndrome-related losses.

P&G's lawsuit, filed June 17 in the Court of Common Pleas for
Hamilton County. Ohio, names Northbrook Excess & Surplus Insur-
ance Co., Commercial Union Insurance Co., American Employers
Insurance Co., Pine Top Insurance Co. and First State Insurance Co.

The five insurers provided vari-
ous amounts of excess liability cov-
erage over P&G's self-insured re-
tentions between 1972 and 1981.
Under several of the policies,
P&G's retention was $1 million per
occurrence with a $10 million an-
nual aggregate.

The lawsuit asks for a judgment
that all claims against P&G filed by
victims of toxic shock syndrome constitute a single occurrence in
each policy year for purposes of applying its per-occurrence reten-
tion.

The suit also asks for a court ruling allocating to the policies Rely-
related expenses that aren't attributable to particular claims.

P&G withdrew its Rely tampons from the market in September
1980 after being hit with hundreds of lawsuits and claims by victims
of toxic shock syndrome, which several studies linked to the use of
high-absorbency tampons, including Rely.

The tampon was first test-marketed in August 1977.

P&G's lawsuit comes more than two years after Northbrook filed
a declaratory judgment action in U.S. District Court in Chicago ar-
guing that each toxic shock claim constitutes a separate occurrence
under its policies and that certain expenses claimed by P&G are not
covered under the policies (Bl, April 23, 1984).

Applying the retention to each claim would increase P&G's self-
insured losses and not attach Northbrook's coverage until one claim

Continued on page 26

Wellington settles few coverage suits

mark event which allows policyholders and
insurers to bury the hatchet to go forward
together in the future to address social prob-
lems and litigation problems of asbestos
suits,” said James Restivo, an attorney for
Pittsburgh-Corning Corp., which has signed
the agreement.

Property damagf,
claims disputes?

Yes "Obviously, we're very pleased," said

No Robin A.G. Jackson, a director of Merrett

Yes Syndicates of Lloyd's of London, and a major
--—-No supporter of the agreement.

Yes Mr. Jackson signed the Wellington agree-

ves ment on behalf of more than 100 syndicates

at Lloyd's of London for which he had writ-
ten authority. He also delivered signed
agreements from other London companies.

Chart Amy Palmer

there is coverage for the cost of removing as-
bestos from public and private buildings. The
Wellington agreement does not address these
property damage claims.

Nonetheless, asbestos producers and insur-

State regulators act to block
midterm policy cancellations

ers signing the Wellington agreement re-
joiced last week. After 21/2 years of negotia-
tions, the agreement had finally been signed

on June 19.

"The closing of Wellington is truly a land-

Page 3

While acknowledging that most asbestos
cases will continue, the Wellington signers
said they believe their coverage litigation
costs will drop because the number of insurer

Continued on page 25

N.Y. attorney general's office
objects to proposed ISO forms

Page 3
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update

Woodson settlement approved

Contmued from previous page
guarantee policies Fireman's Fund sold to Woodson were actually
mortgage guarantee insurance Fireman's Fund is not licensed to
sell mortgage guarantee insurance in California

The coverage enabled Woodson to obtain Real Properties Securi-
ties permits from the state of California and promote its trust deed
program as uniquely guaranteed and insured (Bl, May 27)

Woodson filed for bankruptcy after Fireman's Fund refused to
renew the coverage in 1984 and many of the firm's borrowers de-
faulted on loans Woodson investors then sued Fireman's Fund, ar-
guing the insurer was liable for the entire amount of the Insured
investments at the time of the bankruptcy

The California Insurance Department IS conducting an inquiry
into the charge that the coverage Fireman's Fund provided for
Woodson was mortgage guarantee insurance

Execs agree to buy Howden unit

NEW YORK-Two groups of executives of Alexander Howden
Underwriting Ltd have agreed to purchase the firm's Lloyd's of
London underwriting management operations from parent Alex-
ander & Alexander Services Inc

A spokeswoman for A&A said the agreement is subject to ap-
proval by Lloyd's

The amount of the transaction was not disclosed, but the spokes-
woman indicated the sale would be effective Jan 1 if approved

Union Indemnity gets extension

NEW YORK-Union Indemnity Insurance Co of New York has
been given a two-week extension for answering the New York In-
surance Department's petition to liquidate the company, a spokes-
man for the department said (Bl, June 17)

Union Indemnity now has until July 12 to answer the petition A
New York department examination found Union Indemnity insol-
vent by $138 5 million at the end of 1984

Parachute maker to self-insure

MANCHESTER, Conn -Pioneer Systems Inc, a military and
aerospace product manufacturer, is bailing out of the commercial
product liability insurance market and self-insuring its parachute
business

The company's decision was prompted by the "exceedingly high
costs of premiums " said Chairman Alan H Greenstadt

The company, which had $46 million in sales last year, will self-
insure all layers of product liability coverage for ItS parachute and
discontinued line of ultralite aircraft, he said

He would not release any information about the company's prior
coverage, but he said that if premiums decrease, the company again
would consider buying commercial coverage

Limits to include defense costs

NEW YORK-Defense costs will be Included within policy limits
under a revision of the proposed Insurance Services Office's com-
mercial general liability insurance forms

At press time last week, ISO announced that it will file the policy
amendment with state insurance departments beginning in the
fourth quarter of 1985 for an effective date of July 1, 1986

ISO announced in April that it was considering the revision of
coverage for defense COStS in its proposed claims-made and occur-
renee forms The advisory organization said insurers need the
change to control their defense cost expenses

Currently, 1ISO's standard CGL form does not Include defense
costs within policy limits, although some manuscript forms do | See
earlier story, page 3)

Beckett names say they'll sue

LONDON-A member of Lloyd's of London syndicates managed
by Richard Beckett Underwriting Agencies Ltd says "litigation is
inevitable" and is expected both in the United States and in Britain

And, Keith Whitten, a spokesman for the PCW 1985 Committee
of syndicate members, says at least 300 of the 1,500 names will ref-
use to pay their share of the 62 milhon pounds ($80 million) in losses
to meet the July 31 solvency deadline at Lloyd's of London

Any claims not covered by syndicate members will be paid from
the Lloyd's Central Fund The Beckett syndicates may have lost a
total of 130 million pounds ($167 7 million) since 1979 (BI, June 3)

In another development, Lloyd's Chairman Peter Miller an-
nounced last week Lloyd's IS beginning a fact-finding inquiry into
Beckett's management of the syndicates since it took over from
PCW Underwriting Agencies Ltd in 1983 He said the inquiry is not
disciplinary, because “there is no evidence of malfeasance

Continued on page 26
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Interruption claim not offset
by affiliate's gain, court says

By DOUGLAS McLEOD American Home must treat Beatrice as an 1ndepen-

dent entity for purposes of adjusting the claim, U S
NEW YORK-A mining company is entitled to full District Judge Charles L Brieant ruled in the case that

recovery for a business interruption loss even though was heard last month in the U S District Court for the
one of its affiliates earned extra income because of the Southern District of New York

mining company's loss, a federal Judge has ruled How much Beatrice now will recover under the
The ruling is a blow to American Home Assurance claim is not known but the claim has already been ad-
Co, which had argued that a $10 9 million claim filed justed below $10 million, according to T Michael Shel-
by Beatrice Pocahontas Co for a shutdown of ItS Bu- ton, manager-treasury operations for Island Creek
chanan County, Va, mine should be offset by the The court's decision could also affect the adjustment
added revenue of an affiliated company that supplied of another business interruption claim-possibly
coal on Beatrice's behalf during the shutdown amounting to as much as $40 million-to be filed
Beatrice is a 50/50 Joint venture between Republic against American Home by another joint-venture min-
Steel Corp and Island Creek Coal Co, a subsidiary of ing company owned in part by Island Creek
Occidental Petroleum Corp American Home, a unit of American International
During the four-month shutdown of Beatrice's mine Group Inc , was the primary insurer on the Occidental
following a fire in 1981, some coal that would have program from October 1981 until October 1983, provid-
been provided by Beatrice was provided by other Is- ing limits of $4 million per occurrence for property
land Creek mines damage and $10 million per occurrence for business in-
Beatrice's insurance for its sole coal mine, which was terruption, subject to a $40 million annual aggregate

managed by Island Creek, was provided under Occi- limit

dental's master property insurance program

Fireman's Fund

stock offering
to benefit Amex

By ROBERT A. FINLAYSON

NEVV YORK-American

Express Co's divestment of a por-
tion of Fireman's Fund Insurance
Cos ' property/casualty business is
expected to benefit the huge finan-
cial conglomerate in two ways

With only an equity interest in
Fireman's Fund, American
Express' earnings will be somewhat
insulated against the swings in the
commercial property/casualty in-
surance business

And, by retaining the insurer's
highly profitable life insurance op-
erations, which fit nicely with
American Express' other con-
sumer-oriented units, American
Express will be able to target indi-
viduals for ItS financial-supermar-
ket services

American Express decided that
Fireman's Fund's property/casu-
alty business did not dovetail with
its other operations, according to
Walter Montgomery, head of in-
vestor relations at American
Express

The company announced ItS de-
cision to make a public offering of

shares in the property/casualty op-
erations of Fireman's Fund June

25
American Express has not dis-
closed how many shares will be of-
fered or when the offering will be
Continued on page 24

New law squeezing
comp market in Maine

By CAROL CAIN

AUGUSTA, Maine-The leading workers compensation insurers
in Maine say they will reduce the amount of business they write in
the state because a new workers compensation law won't allow them
to charge adequate rates

The law, which is effective today, mandates an 8% rate reduction
this year, freezes rates for the next 18 months and caps rate increases
at 10% annually in 1987 and 1988.

So far, employers in the state are enthused about the rate cut and
other cost-saving measures in the law, which was signed June 18 by
Gov Joseph E Brennan. Maximum weekly benefits for permanent
total disability in Maine are among the highest in the nation

Some observers suggest, however, that enthusiasm may dim if em-
ployers are unable to find workers compensation insurance.

And, insurers say the new rate restrictions are intolerable

The last time workers compensation rates in Maine were in-
creased was in March 1981, when rates rose an average 25% Since
then, actuarial analyses conducted by the National Council on Com-
pensation Insurance, a New York-based ratemaking and research
organization, have shown an average 130% rate increase is necessary
(B, July 18, 1983, Feb 21, 1984, May 21, 1984)

Insurers lobbied the Legislature this session and expected some re-
lief (Bl, March 25), but the final compromise measure-L D 1634-
included the minimum 8% reduction, which will take effect Aug 1,
as well as caps on future increases

The new law also immediately calls for a competitive rating sys-
tem, under which insurers would file rates individually rather than
file rates en masse through a rating organization like the NCCI.

However, insurers say the competitive rating provision will have
little effect in Maine, pointing out that rates are too low to encourage
competition

In fact, insurers already have decided to cut the amount of busi-
ness they will write in Maine because of the low rates allowed

Boston-based Liberty Mutual Insurance Co, the state's largest
workers compensation insurer, last week placed a moratorium on

Continued on page 22

Airlines’ war risk rates likely to rise
in light of losses linked to terrorism

By STACY SHAPIRO

held by terrorists in Beirut last week

Continued on page 22

» The June 12 hijacking and subsequent destruction

LONDON-Airlines probably will pay more for their in Beirut of a $15 million Boeing 727 owned by Alia-
hull and liability war risk insurance in the wake of The Royal Jordanian Airline Corp There were no in-
three aviation losses last month that have been linked Juries
to terrorism Air India has $100 million in hull insurance and ap-

One of the losses-the crash of an Air India Boeing proximately $460 million in liability insurance, accord-
747 Jetliner off the Irish coast-is the largest hull loss in ing to a London underwriter A spokesman for Air
aviation insurance history, with the total claim esti- Continued on page 6
mated at $100 million

It had not been determined last week whether the
explosion aboard the jetliner, which killed 303 passen-
gers and 23 crew members, was caused by a terrorist
bomb, as speculated

If the crash were an act of terrorism, the loss would
be covered by Air India's hull war risk coverage rather
than its so-called "all-risk hull coverage, which ex-
cludes war risks and related perils.

In addition, two other terrorist-related aviation incl-
dents could increase aviation war risk rates

* The June 13 hijacking of a Trans World Airlines
Inc Boeing 727 on a flight from Athens to Rome About
40 U S passengers and crew were still held hostage late
last week, after terrorists killed one passenger The air-
craft, valued at less than $15 million, was also still being

errors & omissions

. Cala de Reaseguradora de Chile gave Kroll,
Pomerantz & Cameron authority to bring it into
the litigation filed March 15 against Mission In-
surance Group and two MIG subsidiaries, con-
trary to allegations that the firm did not have
authority to represent the insurer, according to
the New York law firm The reinsurer later
withdrew from the lawsuit, the firm says The
law firm's statement regarding this issue was
omitted in the editing of a June 24 article
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States act to block midterm cancellations

By CAROL CAIN cies before expiration they "will be held ac- 3, May 6) But, California regulators say the or warranties
and STEVE TARAVELLA countable for their actions,” cancellations did not violate state laws In addition, the order does not apply to pol-
- A resolution adopted by the National The temporary order in Oregon, which icies that have been in effect less than 60

State insurance regulators are acting to Assn Of Insurance Commissioners cites the went into effect June 15, applies to all lines of days from the time a notice of cancellation la
prevent commercial property/casualty insur_ NAIC's opposition to midterm coverage can- insurance except reinsurance, marine, trans- mailed or delivered

ers frorn canceling policies midterm or giving - cellation and short notices of non-renewal portation, health and life coverages The Oregon order also requires insurers tc

Dolicyholders Inadequate notices of non-re- * A resolution adopted by the Western Under the order, "no insurance policy may give a policyholder at least 30 days' notice d

newal Zone NAIC commissioners warns insurers be canceled by the insurer prior to the ex- the insurer intends not to renew a policy
Recent actions taken Include that their member commissioners will take piration of the agreed term or one year from Finally, the order reaffirms the division'.
« A temporary order by the Oregon Insur_ appropriate action regarding insurer rate in- the effective date of the policy or renewal, rules prohibiting midterm premium in-

ance Division restricts midterm coverage creases, withdrawals and writing limitations whichever is less " . creases

cancellations and requires timely notice of These actions follow massive midterm cov- However, midterm cancellations will be al- A public hearing to consider permanent

non-renewals, as well as reaffirms the divi- erage cancellations by some insurers and re- lowed if the policyholder fails to pay the pre- adoption of the rules is slated for Aug 15
mon's existing prohibition on midterm pre- fleet insurance regulators' concerns that mium promptly or if the cancellation is based Notice of the temporary order was signed

mium Increases more such cancellations could occur on certain grounds related to the policy con- May 30 after policyholders, insurance agents

- A memorandum issued by the Arizona Transport Indemnity Co in Los Angeles, ditions, such as misrepresentation, substan- and legislators complained about midterm
Insurance Departrnent warns insurers that if for example, canceled in mid-April as many tial changes in the risk assumed or substan- cancellations to Insurance Commissioner Jo-
they cancel large blocks of commercial poli- as 2,500 property/casualty policies (Bl, June tial breaches of contractual duties, conditions Continued on page 22

N.Y. attorney general's office |
iIssues objections to ISO forms

- 11
By MICHAEL BRADFORD The attorney general's office is especially concerned about
ISO proposals that would eliminate virtually all pollution cov- \
NEW YORK-The New York attorney general's office says erage from the CGL forms, Mr Bienstock says The office be-
i he Insurance Services Offices' proposed commercial general lieves that pollution coverage should be standard, he said, and
liability forms would not reduce "wasteful" coverage litigation, the statement calls the ISO proposal to eliminate the coverage
as ISO claims "overkill *
The attorney general's office also expresses concern that the "The coverage, it is claimed, will be available on an optional
proposed elimination of virtually all pollution coverage, the basis at an additional cost," the statement reads "This proposal
retroactive dates on the claims-made form and the new aggre- has, in part, the valid purpose of eliminating wasteful litigation
gate limits also will prompt litigation and may leave policy- concerning whether 'gradual’ pollution can be deemed 'sudden i.,1" 3 .
holders and the general public without adequate protection and accidental,' and therefore covered under the present form
State Insurance Superintendent James P Corcoran is ex- policy
pected to decide this month whether the state will allow the "However, the proposed solution constitutes overkill, and Lo
new ISO forms to be used in New York (BIl, June 10) At least 27 more importantly, it is contrary to our national and state efforts R
states have approved the forms to protect the public from environ- B
The comments drafted by Attor- 1 mental hazards "
ney General Robert Abram's office 'Certainly insurers need not be Wasteful litigation would more ef-
submitted as testimony to be . . fectively be eliminated and the pub-
i ; ) required to play Russian roulette,
licheatroingdicf;dyothae ael Imuur- (but) they Should not shirk from 1ftCaGl,fornrabetcomrorteheeen
ance Department to discuss the pro- R R R R sive pollution coverage standard, the
posed forms their basic function-assuming statement notes
At that hearing, brokers and rep- risk,' the statement says. "Insurers would then be perform-
resentatives of buyers, Including the ing their Intended function of as-
Risk & Insurance Management So- - suming risk, the public would be ad-
ciety, strongly opposed the new equately protected, and all 1nsureds
zorms would be contributing, thus spreading the risk as broadly as F 4 1 1 1
The attorney general's office decided to add testimony to the possible " . )
record of the May hearing because it felt "it was important for The statement warns that pollution coverage is "simply too Photo Meg Fletcher
ihe consumer to be heard," said Peter Bienstock, chief of the important for the public's protection to allow businesses to
Consumer Frauds & Protection Bureau, the division of the at- make the decision of whether or not to make additional expen- RlSk management harmony
| orney general's office that-drafted the comments ditures in order to purchase adequate pollution insurance "
The statement is not the first time the attorney general's of- Another aspect of the proposed claims-made forms that could Warming up for their impromptu debut during a
fice has spoken out on insurance matters, Mr Bienstock says lead to increased litigation, Mr. Bienstock says, is the unclear paddlewheel boat cruise of San Diego Bay are

"We've commented from time to time " he said, on matters use of the word "occurrence

the Risky Business Four-all risk managers for
public entities. The barbershop quartet enter-
tained many of the 530 attendees of the Public

jike claims-settlement practices and life insurance cost disclo- Because the claims-made form would respond only to claims
sure regulations that were made during the policy period for "occurrences"
The attorney general's office's nine-page statement attacks after a specified retroactive date, litigation will arise to contest

ISO's claim that the new forms-particularly the claims-made the term "occurrence," the statement argues Risk & Insurance Management Assn. confer-

oolicy-would reduce costly litigation associated with liability "While leaving the definition of 'occurrence' as ambiguous as ence last month in San Diego. From left, Don

claims in the current CGL policy, the ISO claims-made proposal Herrold of Laram,e, Wyo.; Allen Hyman of Cor-
According to the statement, the attorney general's office undoubtedly would continue the profusion of wasteful litiga- pus Chiristi, Texas; Milan Rice of El Paso, Texas;

-akes a "Jaundiced view of proposed changes which do not re- tion, but now the litigation would be over the question of and Ron Dial of Visalia, Calif. Coverage of the

duce unnecessary litigation, but merely make optional, at whether the occurrence was before or after the specified date,"” PRIMA conference begins on page 10.

added cost, various coverages which should be standard " Continued on page 4 A

Capacity, rate hikes worry top brokers

Rising rates, shrinking capacity and the "With diminishing capacity, we are reports on their companies, ranked in the he said, creating the risk that chents will
introduction of a new commercial general working hard to satisfy the requirements of Agent/Broker Profiles issue (BIl, June 24) not be able to purchase enough insurance
liability claims-made form-all the trouble- our clients," says Robert F Corroon, chair- The problem of not finding enough insur- "We're seeing a lot of companies that say
some market factors for risk managers-are man and chief executive officer of Corroon ance to fill clients' needs is on the minds of they can't take on new business because
serious concerns to the largest property/cas- & Black Corp in all the brokerage they don't have the surplus,” observed Sid-
ualty insurance brokerages, too New York, the J executives ney A Stewart, chairman and chief execu-

Insurance brokers benefit from only the sixth-largest bro-
first of these three tightening market condi- ker in the United

"We have tive officer of The Crump Cos Inc in Mem-

v
We have grave grave concerns phis, Tenn, the ninth-largest broker

tions, since rising prices increase their com- States concerns about about capacity, "If you start getting above $200 million,

mission income But, even that is not mak- "The tight mar- . ' our ability to ful- you've really got to scrape,"” says Emett &

ing brokerage executives rub their hands in ket," is the most CapaCIty’ says fill our clients’ re- Chandler's Mr Archer

glee, because increased prices are a reflec- difficult problem Marsh & quirements, Limits are far less for some lines of cover-

tion of reduced capacity facing Boston- . which in the age that are particularly difficult to place,
And together, that means brokers have to based Republic MclLennan's present environ- brokers agree

work harder, not only at finding markets Hogg Robinson, Frank J. Tasco. ment we are not By type of insurance, capacity is a prob- 1

but also at explaining to clients why they said Charles E able to do," says lem for professional liability, product liabil-

are paying higher premiums for lower Keller, president Frank J Tasco, ity and general liability involving a pollu-

limits of coverage, which also is often more and CEO of the president of tion risk, said Horace Holcomb, senior vp of

limited in scope 14th-largest U S -based brokerage Marsh & McLennan Cos Inc, the largest Alexander & Alexander Inc, the second-
"Our workload has increased tremen- How some of the leaders of the 20 largest broker in the world largest insurance broker

dously in this market Our people have insurance brokerages in the country view “I am concerned about capacity," says Pa- “There is a significant contraction m the

never worked harder," says Richard A Ar- current market capacity, prices and the pro- trick G Ryan, chairman and chief execu- number of people who will write this busi-
cher, president of Los Angeles-based Emett posed claims-made commercial general lia- tive officer of Rollins Burdick Hunter Co in ness," Mr Holcomb said

& Chandler Cos Inc , the 13th-largest US- bility form emerged during recent inter- Chicago, the seventh-largest broker For property risks, he noted, capacity
based broker views with Business Insurance reporters for "l think there will be a capital shortage,” Continued on page 20
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N.Y. statement

Continued from page 3
COMING SOON ine commenta say.

The statement suggests it would
be "far more effective to select one
of the various interpretations of the
term 'occurrence,' and specifically

July 1985 exclude all other interpretations.”

Also, it continues, insurers may

ASMTWITFS . .
s seek to move forward in time the
A AN S S

retroactive date at renewals, "par-

14 1S r 7 18 19 20 .
21 22 2B 24 2526 27 ticularly when they ar.e aware_of
28 29 34 31 an occurrence for which a claim

has not yet been filed.
I H E F l | | l | R E "Or, insurers might seek an addi-
—— N E F I I tional premium to keep the same

retroactive date in a renewal pol-
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icyholder wants to change insurers,
the new insurer might be unwilling

° . to retain the previous retroactive
- . date, or may impose a stiff sur-

New Yirc: 220 East 42nd Street, N.Y. 10017 (212)210-0133 charge to do so."
Chi:ago: 740 Rush Street, IL 60611 (312)649-5275 As a result, the attorney general's
Los Argeles: 6404 Wilshire Blvd.. CA 90048 (213)651-3710 office claims that policyholders

wanting to avoid gaps in coverage
could find themselves locked into
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productivity, and other key issues.

And, it works both ways. We think of our clients
as invaluable sources of information, who aid us
in updating our systems. ClaimFacts, our claims
processing system used by over 70 health insur-
ers, corporations and third-party administrators,
is in its third version. ImpleFacts, which keeps
records for over 400 defined contribution plans,
is also in its third version. And, we are using the
design knowledge we have gained to introduce
new software like GroupFacts, a highly versatile
system for group life and health administration.

Our recent entry into the Dun & Bradstreet
family of companies places more resources than
ever at our disposal. It strengthens our commit-
ment to serving the benefits industry.

partnersb*. It makes Erisco more than a soft-
ware company

For further information call:

Stephen Kendrick,
Vice President, Sales and Marketing at
212 765-8500.

Ensco

nn acompanyof
DO The Dun&Bradstreetcorporation

1700 Broadway
N.Y., N.Y 10019

ClalmFacts, GroupFacts, ImpleFacts

one insurer.

"Further,” the comments note,
"unless they are very careful, poli-
cyholders who do change insurers
may inadvertently leave gaps in
their coverage."

The proposed claims-made form
would allow buyers to purchase a
"tail" endorsement that is designed
to prevent gaps in coverage caused

by cancellation or non-renewal. It
would cover claims that occurred

between the retroactive date of the
policy and its expiration date, even
if the claims are not reported dur-
ing the policy period. The premium
for such coverage could not exceed
200% of the premium for the final
period of the claims-made policy.

The attorney general's office
finds "equally vexing problems"”
concerning the tail endorsement.

Because purchase of the tail is at
the policyholder's discretion, con-
sumers who ultimately sue could be
left without compensation if the
policyholder is no longer in busi-
ness and has not purchased tail cov-
erage, the statement says.

"The decision (whether) to pur-
chase a tail has too many implica-
tions for society generally to be left
to the discretion of each purchaser
of a CGL policy."

The statement says that ISO has
argued that certain companies may
not need long tails because there is
little chance of suits being filed
against them for past occurrences.

"If that is so," the statement con-
tends, "then for those companies,
the portion of the rates for long-tail
coverage should be very low and
their savings from declining such
coverage should be minimal."

If the premium for the tail is not
low, the statement argues, "then
the insurance industry is conceding
that for those companies, there is in
fact significant risk of future suits
being filed for occurrences today. A
company going out of business will
undoubtedly choose not to pay dou-
ble their last insurance premium to
compensate future consumers who
may sue them."

The optionaltail coverage
"merely transfers the risk from the
insurer to the policyholder, to the

detriment of consumers who sue in

the future,” the statement says.

The new forms also feature two
aggregate limits. One would apply
to products/completed operations
and another to all other risks.

The statement says the aggregate
limits also are "intended to shift
risk back onto policyholders."

The aggregate limits reduce the
risk insurers assume by establish-
ing limits of liability, the comments
note, saying, "While certainly in-
surers need not be required to play
Russian roulette, they should not
shirk from their basic function-
assuming risk."

The use of the aggregate limits
increases the risk for policyholders,
according to the statement.

"Policyholders will therefore be
getting less coverage than they now
do. To even approach the same cov-
erage, by buying a very high gen-
eral aggregate limit, the policy-
holder would undoubtedly have to
pay substantially more than at
present," the statement says.

The statement also says a letter
from ISO President Daniel J.
MeNamara to member companies
and published articles indicate ISO
"is considering for quick adoption
yet another shrinkage of coverage
-an aggregate limit on defense
costs plus indemnity payments.
Contrary to ISO assertions, this
change would likely do little to
eliminate wasteful litigation.

"Instead, it merely means that to
obtain the same protection, more
coverage would have to be pur-
chased. If it is advanced, this pro-
posal for reduced coverage should
be rejected.”

Officials at ISO's office in New
York would not comment on the
statement

Officials at the New York Insur-

ance Department could not be
reached for comment. .



At Wausau Insurance,
service Is our leading export.

This little depot - the symbol
of a hometown spirit of helpfulness
- is where Wausau Insurance
came of age. From here, we've
exported all across America, our
reputation for exceptional business

insurance service.

When your company considers

teaming up with Wausau, you can
do it with confidence. Because

we realize one of the most valuable
assets we protect is our own
reputation for service.

With Wausau, expect excellence

in claims service. Excellence in

loss-control service. Openness in

=-9-,15- WAUSAU

O 1" INSURANCE
COMPANIES

r*'nhc ) B ® WausauWisconsin54401

communications. Alertness in
response to your needs and
problems.

And remember, it's always wise
to ask what you'll get for your
money. Thatk what determines
value. Re-discover the simple joy of
getting your money's worth.

WAUSAU WORKS
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WWar risk rates

Continied from page 2
Incia says the airline has inly $1)0
millix in liability coverage.

Air India's ' all-risk"” ccerage is
written by General Insurer.2e
CorE. of India and reinsured in the
r; or Id aviation insurance market,
particilarly with Lloyd's of Lon-
don End other Londin un-
dEarwriters and French insirers.

Its hull war risk reinsurance is
led st Lloyd's, according w the Air
India spokesman, but the syrdieate
is nct Known. It's common for the
hull war risk 1.mit to be the same as
the :11-risk hulllimit.

The Air Ir-dia jet, bo.irt. d for
Eomt:y on a flight originating in
Torcnto, is insured for the replace-
ment -alue of $95 million. sources
said Also, a S5 million soare en-
gine also insured under Ar India's
coverage, was on the plane.

TK.4 has $75 million in null cov-
erage for each of its aircraft and
$500 million liability coverage, ac-

WAREHOUSE FIRES

Several Mlor Fire Losses ofthe Last Decade have involved wa.rehouses, which
were fully sprinklered and yet completely destroyed. In some cases, the sprinkler sys-
tem was designed to minimum specifications.In others, the occupancy Was ohanged
to a more hazardous storage than originally anticipated. And in stin others, tempo-
rary storage clogged aisles. A few ofthese conditions existed intwo ofthe world's
largest losses, which are reviewed here:

Automotive Supplies. Fire started in the temporary storage of plastic parta and

spread to nearby cans of motor oilin cartons, which were palletized and stored in the
aisles. Two employees attempted unsuccessfully to put out the fire with a hose stream
from a nearby hose station within the building. A few minutes later, the plant fire bri-
gade arrived and tried to fight the firebutwashampered/by storage piled in the aisles.

Although sprinklers were operating, the available water densities could not pene-
trate the intense fire plume generated by the burning plastics andoil. A total of250
firemen fought the blaze, which continued to rage, overwhelming the sprinkler sys-
tem and destroying about 18 acres of building Estimated loss: $145 milhort.

Retail Products. A carton ofaerosol cans, containing carburetor and choke
cleaner, was dislodged from its storage rack, fell to the floor, and split open. One or
more cans discharged their contents whichbecame ignited by a nearby eleciriDEIlly
powered lift truck. Fire spread quickly over the 15-foot high palletized storage of
aerosols, overpowering the existing sprinkler protection. Flaming, rocketing aerosol

cans started fires in adjacent storage that included foamed plastic plates, plastic: toys,
additional aerosols and motor oil.

Within six minutes, the fire alarm had sounded, four sprinkler risers were Lowing,
the electric fire pump had started, and the fire department was on its way In the
meantime, the warehouse fire brigade entered the building but in less than two min-
utes was forced out by thick, black smoke. Within 20 minutes, flames brcke through
the roofand aerosol cans couldbe seen rocketing through the air. Some 300: fire-
fighters got theblaze under control ninehours later. Estimated loss: $125 million.

ml Recently Concluded a Review of Its Major Warehouse Exposures, evE.]u-
ating the adequacy of existing protection, spe::ifying additional protection as neces-
sary, and isolating exposures that are ticking tme

bombs.

monly encountered:

1. Aerosol storage is mixed withotherwise ordinary

hazard storage.

Here are some of the «time bombs"” most com-

2. Hazard levels have increased as the result ofa

change in commodities and their packaging.
3. Storage height is greater than plannedby protec-
tion designers.

Specific suggestions for isolating aerosol storage are

available from Mrs. PA Sasso, IRI, 85 Woodland Street,

Hartford, Connecticut 06102 or telephone (203) 525-
2601. Ask for a complimentary copy of The Sentinel,

2nd Quarter 1985, which features «The Hazards of

Aerosols".

11dustrial

nsurers

66,000 properties

insured worldwide

cording to a London underwriter.
Both its all-risk and war risk cover-
age are led by Associated Aviation
Underwriters Inc. in New York, an
underwriting facility owned by a
number of U.S insurers.

Fifty-five percent of TWA's cov-
erage is placed in the U.S. market,
30% is in the London market and
15% is in the French market.

The details of the Jordanian air-
line's coverage for the jetliner des-

troyed by terrorists in Beirut last
month was not available.

Hull underwriters had said last
month-after the TVVA and Alia
incidents but before the crash of
the Air India jet-that they would
increase aviation hull war risk
rates effective July 1 to a minimum
of 10 cents per $100 of insured
value from 4 cents per $100.

But underwriters said last week,
after the Air India crash, that hull
war risk rates may rise further if
it's found a bomb caused the crash.

"Hull war risk rates will go up
again if it is proven that Air India's
disaster was a war and allied perils
loss," said Barry Coleman, a lead-
ing Lloyd's aviation war risk un-
derwriter who participated on both
the TWA and Air India risks.

"There is not enough in the kitty
to cover a 747 loss," he said. "But
we don't know if it is a war loss yet,
so we cannot speculate. . . ."

In addition to an increase in rates
for hull war risk insurance, which
is purchased separately from other
aviation coverages, sources say un-
derwriters may consider increasing
liability war risk rates. Instead of
being a separate policy, liability
war risk coverage is included with
"all-risk" aviation liability policies
for an additional premium, cur-
rently averaging about 5% of the
all-risk liability premium.

"The additional liability pre-
mium could also go up. It wouldn't
surprise me," Mr. Coleman said.

However, sources say any in-
creases in hull or liability war risk
rates probably will not affect the
U.S. airlines that renew their avia-
tion coverage on July 1, including
Delta Air Lines Inc., Northwest
Orient Airlines Inc. and Pan
American World Airways Inc. Most
of these renewals are in place.

"It's too late for July 1 renewals,"”
said one Lloyd's broker.

The potential liability faced by
Alir India and TVVA from last
month's incidents is capped by in-
ternational agreements limiting the
liability of airlines with interna-
tional operations.

The 1929 Warsaw Convention
dictates that airlines face a maxi-
mum liability of $10,000 per passen-
ger on international flights.

The 1966 Montreal Agreement,
which applies to airlines that oper-
ate from U.S. airports or carry U.S.
passengers, raises the maximum li-
ability to $75,000 per passenger, in-
cluding legal costs. Under the
agreement, plaintiffs cannot collect
more than this unless willfull mis-
conduct by the airline is proven.

Thus, Air India's maximum lia-
bility would be capped at $10,000
per passenger for non-U.S. citizens,
since the flight did not depart from
and was not bound for the United
States Its liability for the handful
of U.S. citizens reportedly aboard
would be capped at $75,000 per pas-
senger under the Montreal Agree-
ment, as would TWA's liability.

Of course, survivors of air disas-
ter victims and hijacked passengers
could challenge these limits in
court or attempt to prove willful
misconduct by the airlines.

"There are some settlements
higher than $75,000, but the plain-
tiff must prove that there was will-
ful misconduct, which is difficult
and takes protracted litigations,"”
said James Landry, senior vp and
general counsel of the Air Trans-
port Assn. of America, an industry
group. "You'd have to show that
there was willful misconduct on
the part of TWA and, without
being a jury or a judge, | think it
would be difficult to establish.” =



to Met Life

CHARLIE BROWN: ® 1950 United Feature Syndicate, Inc.

To find out the score on Metropolitan
Life's group insurance, just send us
your business card. We'll send you our
business pitch, plus a great mystery
gift - free. (Want a clue? Let's just say
it's worth the "weight.")

So send in your card with our coupon
today. You'll see that when you need to
design life, income replacement,
medical, dental or any kind of group
benefits plan for 50 or more lives,
Metropolitan's the name of the game.

GET MET. IT FAYS.
) Metropolitan-Life

O 1983 Metropolitan Life Insurance Company. New York, N.Y.

Send your business card

and we'llgive youour pitch

SEND TODAY AND SCORE A FREE GIFT.

Simply complete this coupon, attach your
business card and mail to:

Metropolitan Life Insurance Co.
Group Marketing Division - Gift
One Madison Avenue
New York, N¥10010

Type of group case you are most likely
to handle:

Il Life O Income Replacement
O Medical El Pensions/IRAs O Dental
O Full Package O Creditors

Size of group case you are most likely
to handle:

050-2001ives OMore than 2001ives

Frequency of group cases handled
per year:
IHor2 03-5 llI6ormore

Supply of gifts limited. Offer expires September 30, 1985, and is available only to group insurance brokersand consultants. Offer not available to employees of
Metropolitan Life Insurance Company, its subsidiaries, amiiates and advertisingagenciesor previous premium respondents. Please allow 6 weeks for delivery.
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opinions

Only a beginning

THE SIGNING of the Wellington agreement follow

ars egotia histori

0

event.

This is the first time that defendants in massive tort
litigation have drawn together to form a facility for
handling and paying claims outside of the court sys-
tem.

And, this is the first time that insurers and their poli-
cyholders have settled en masse disputes over the in-
terpretation of insurance policies.

Those who negotiated the Wellington agreement de-
serve congratulations and are entitled to celebrate their
considerable accomplishment.

However, the celebration over the signing of the
Wellington agreement should be brief because much
more needs to be accomplished before the Wellington
agreement can achieve its goal of significantly reduc-
ing litigation costs and relieving the court system of
massive litigation.

More producers and insurers need to be brought into
the agreement in order to resolve the asbestos coverage
litigation and for the claims-handling facility ulti-
mately to succeed.

So far, most of the asbestos coverage litigation will
continue because so many participants in each of the
cases have not signed the Wellington agreement. While
we appreciate that the pact should create savings be-
cause some of the participants will be dismissed from
the actions, we'd like to see all this coverage litigation
resolved by the Wellington agreement.

Full employment for asbestos defense attorneys-
whether defending insurers against policyholders’ suits

HEY, HOW 'BOUT THAT 9.r

11 WAS AN ASBESTOS DEFENSE

11 --ArTORNEY ANDb I'M NOT

1 QUALIFIEA FOR ANYTHING ELSE.
EaTHERrrI

JUNEMPLCTMENT OF'

A FORMS n FORK 4

W /S 7

L

tory judgment actions-should be abolished.

And, equally if not more important, signers of the
Wellington agreement must now start building bridges
with plaintiffs’' attorneys. Plaintiffs' attorneys must be
convinced that they should bring their clients' claims
to the facility when it opens next year.

Only with plaintiffs' cooperation can the Wellington
facility achieve its most important goal of conserving
insurance coverage assets for payment of damage
claims to victims of asbestos, instead of squandering the
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Logic shows FSAs foster overuse of health care

To the editor: Let's hear a round of ap-
plause for Bl's May 27 article entitled
"Federal Report Urges Restrictions on
FSAs." | was pleased to see someone fi-
nally calling a spade a spade.

Proponents of flexible spending ac-
counts need a course in basic logic. Any
program that. . .

1. Tells employees they must "use it or
lose it,"

2. Takes tax income away from our
federal government, and

3. Allows employees to pick the level of
benefits they will receive, (in the cafete-
ria-style FSA. . .is destined for failure or a
large rate increase.

Items 1 and 3 listed above encourage
employees to utilize a plan to its fullest

extent. How can someone call that a cost-
containment plan?

Granted, the specific benefits included
may be designed to contain costs, but the
plan itself encourages overutilization, re-
gardless of the tax savings gained.

If an employer gives a 21-year-old em-
ployee and a 64-year-old employee the
choice of several medical and dental
plans, do you think that the 21-year-old
will pick a low-deductible medical plan
with no dental benefit? Do you think the
64-year-old will pick the low-deductible
dental plan with a high-deductible medi-
cal plan?

No way! And, what effect do you think

this has on the level of claims?

I was amazed to see that health care ex-

penditures increased only 4% to 6% with
the introduction of a flexible spending ac-
count, based upon a study performed by
the U.S. Department of Health and
Human Services. (This could be due to the
low level of employee contribution as-
sumed.)

The primary advantage of an FSA is
the tax savings derived. How long do you
think the Internal Revenue Service will
allow this benefit to continue?

In any event, thanks for printing some
of the negative aspects of an FSA benefit
program.

Richard C. Mattingley Il
Regional Manager

Ruland & Mattingley
Solana Beach, Calif.

Insurers' 'insane’' price increases will lead to federal intervention

To the editor: A young boy stood on a
street corner shouting, "Oranges for sale,
oranges for sale!" A passing business exec-
utive said, "OK Sonny, I'll buy an orange.
How much?" The child replied, "$1 mil-
lion." The stunned businessman said, "$1
million for an orange? That's a lot of
money!" The kid replied, "Yes, but | only
have to sell one!™

Does this have any relevance to the in-
surance industry? You bet. On a daily
basis, we see oranges/insurance offered
for as much as 10 times last year's price.

The kid probably didn't have a "capac-
ity" problem with oranges, but if the in-
dustry as a whole had a commercial mul-
tiperil combined loss and expense ratio of
134.52% (after dividends) for 1984 (accord-
ing to A.M. Best Co.), it is obvious that

Business Insurance welcomes let-
ten from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611.

premium increases of 300% to 1,000% for
this line are not warranted.

Yes, we desperately need to make an
underwriting profit and to replace lost
surplus. But at what price? Is the price to
be the most severe market dislocation the
buyer has ever seen?

As an example, we offer the condomin-
ium complex that last year paid $49,000 in
multiperil package premiums. With a
111% eight-year verifiable loss ratio, the
best renewal offer this year is more than
$425,000. It is, in fact, the only offer.

This type of insane pricing and class
underwriting can only lead to a clamor
for more effective regulation of our in-
dustry. This callous "take it or leave it"

attitude invites federal regulation of pric-
ing and forms.

The businessman didn't need an orange
-at least not for $1 million. Consumers
and businesses need insurance and, more
importantly, they need stable, solvent, re-
sponsible and responsive providers of this
commodity or service.

Yes | know. It will work itself out in the
usual insurance cycle, but this time we
may have gone too far.

In the meantime, does anyone have a
sensibly priced orange for sale? I'd sure
like to speak with him!

Richard D. Gund, CPCU
Professionally Planned Protection
Hollywood, Calif.

Consider state laws on auto coverage

To the editor: A Perspective section ar-
ticle on fleet loss control (Bl, May 6) con-
tained the suggestion that employers
might restrict operation of company vehi-
cles, with only employees and their
spouses permitted to drive. It then said,
"Employers should inform employees of
this restriction, and of the uninsured sta-
tus of any (other) driver."

In states with compulsory auto insur-
ance, insurance and self-insurance filings

must meet statutory standards as cover-

age for the protection of injured parties.

Then the most that the employer can do is

provide for recoupment from unauth-

orized drivers. This point should not be
overlooked.

Bob A. Hedges

Professor of Risk Management

and Insurance

Temple University
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SOME BROKERS WOULDN'T
TOUCH A RISKTHIS COMPLEX.

A simple metal clip.
- And, whenitsonthe s’rrap of c: bcck-
pack, asimple risk. -

The company ﬁwcn‘"r'*node it had al The '

liability coverage necessary. -
It also had a very limited market.
Until a new customer came along.
A manufacturer of hamesses —

for pctrachutes for hang gliders.
A new use for a simple metal clip.
And, all of a sudden, a new set of risks.

Failure of the clip could now mean alot

more than a ruined hike. It could mean
someone’s life.

~ But, without the necessc:ry insurance,
sale of the chps WCIS in Jeopordy " '

At Montgomery and Collins, it's the kind

_ofrisk we face every doy

We have the experience to recognlze

a complex risk fast. And we have the

resources to place it—with the more than
40 admitted and non-admitted insurers we
represent. And we can place a complex

~ risk quickly: Because we know how impor-

fant the necessary insurance can be.
Ultimately. at Montgomery and Collins,

a problem like this clip becomes no prob-

lem at all. Because we believe it should be

as easy fo find excess and surplus insurance

as it is fo find our nearest office.

: C) Montgomery and Collms, Inc.

C‘L MA componv e
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Programs win PRIMA awards

SAN DIEGO-Three innovative and money-sav-
ing programs won risk management achievement
awards at the Public Risk & Insurance Management
Assn.'s annual conference last month in San Diego.

Rockland County, N.Y ., re-
ceived the risk-financing award
for saving $5.8 million since 1977
under a program that included
raising the county's deductible
* for general liability claims to
-o $100,000, self-funding workers
compensation risks and convinc-
ing employee unions to accept a
self-insured health plan.
L ...\ _x Public schools in Jefferson

Ms. Emmert County, Ky., received the safety

and loss prevention award for a
school bus driver training program. The $80,000
program, which features annual in-service training
and an obstacle course driving competition, netted a
39.3% average yearly reduction in insurance premi-
ums, a 36.3% average yearly reduction in workers

compensation loss costs and a 32.3% redu,mon in
total accidents.

The Virginia Housing Development Authority re-
ceived the employee benefits award for developing
a 401(k) savings plan.

The awards were presented on behalf of the more
than 900 members of the PRIMA organization, who
represent more than 6,000 public entities either
directly or as pools.

Officers also were installed.

Succeeding Allen F. Hyman as president *
PRIMA is Mary Lou Emmert, risk and behefits
manager for Monterey County, Calif.

Joining Ms. Emmert on the board of directors as
new vps are: Mary DeCampli, risk manager for
Alexandria, Va.; Terry Bone of Colorado Counties
Inc. in Denver; and Gary Kuckel, city manager of
Coldwater, Mich.

Continuing on the board as vps are Mark Ferraro,
risk manager for Dallas; Gary Martin, risk manager
for Manhattan Beach, Calif.; and Howard Taylcr
risk manager for Lakeland, Fla.

1 IKi

Governments should use

'streetwise strategies'
in fighting liability claims

By MEG FLETCHER

SAN DIEGO-Local govern-
ments that adopt streetwise strate-
gies to f.ght liability claims can im-
prove the odds that they won't be
the subject of another liabili:y hor-
ror storr.

Adopting policies governing the
operations of jails and police de-
partments to prevent claims, and
promptly investigating and defend-
ir.g against claims that are filed, are
especially important maneuvers.

This Edvice came from three at-
torneys and an insurance expert
who spoke at seminars sponsored
by the Putlic Risk & Insurance

: BROUTE TO:
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Amid the many reference tools available, there
is one unique source book that identifies the major

buyers in the commercial insurance industry.
The 1985 Business Insurance Directory of Corporate
Buyers of insurance, Benefit Plans and Risk Management
Services. which features listings on more than 2,000 U.S.

corporations, will be available in August.

The Bl Directory provides an expanded list of the major buyers

by name and title

plus corporate address and phone, information

on company sales volume and employee population. Access to data is
easy with complete alphabetical listings and condensed indexes by size of

company and geographic region.

Buyers and sellers alike use the Bl Directory. As a buyer, the directory helps you
identify your corporate counterparts; and as a seller, you can pinpoint these influential

buyers and reach them easily.

Avoid commercial insurance gridlock-order your 1985 BI Directory today. After all...

the Bl Directory is

Business Insurance Directory
Single Copy Sales. 740 Rush Street, Chicago. IL 60611

Please send me

the route to take.

817/1

copies d the Business insurance Directory of Corporate Buyers of Insurance. Benefit Plans

and Risk Management Services $50 each: $40 each for 5 or more

Bill me plus $5 additional charge for handling; E] Payment Enclosed: [3 visa: 1] Mastercard
Account # Exp. Date Signature

Name Title

Company

Art,lreg’

City State 7™ . Telephone ()

Management Assn. during its sixth
annual conference last month.

"Juries are notoriously generous
with government money," warned
John W. Witt, city attorney for San
Diego.

Mr. Witt described as the "most
shocking" case the $9.5 million ver-
diet trebled to $28.5 million that
Grayslake, lll., was ordered to pay
in an antitrust case because it de-
nied a sewer tie-in to a developer
(B, Aug. 13, 1984).

That verdict prompted federal
legislation to protect local govern-
ments from similar suits, and
Grayslake has filed post-trial mo-
tions asking that the new protee-
tion be extended to it (BI, Oct. 1,
1984; Oct. 22, 1984)

The worst police horror story in-
volved South Tucson, Ariz., which
was ordered to pay more than $3
million to a police officer who was
paralyzed after being shot (Bl, May
17,1982).

The city responded to the judg-
ment by filing for bankruptcy, but
ultimately agreed to fund a settle-
ment package by
selling bonds
and some city '
property, Mr. 5
Witt said. =1 - A

city in Califor- LI1-- .
nia is 'scared
witless"™ about a
$6 million judg-
ment in 1984
against Newport
Beach, Cal., in connection with a
swimmer's paralysis, Mr. Witt said.

Cited as precedent in that case-
was San Diego's $25,000 settlement
with survivors of a woman who
drowned in a riptide off a public
beach. The plaintiff's attorney ar-
gued that San Diego had a duty to
inform swimmers of the natural
hazard because it provided life-
guards during the swimming sea-
son, although the accident occurred
before the season began, he said.

Many of a public entity's most se-
rious claims concern police, the
speakers observed.

Jails and lockups generate the
greatest number of claims against
police, said James W. Chapman,
resident vp of Markel Service Inc.
in Richmond, Va., a managing gen-
eral agent and broker that special-
izes in coverages for police and
public officials.

For instance, at least one suicide
has been committed in about 50% of
the 4,000 jails in the United States,
according to statistics cited by at-
torney James R. Schirott of
Schirott & Associates of Itasca, Ill.

Streetwise governments will pre-
vent suicides in their jails by train-
ing jailers to detect warning signs
and to take precautions, Mr.
Schirott advised.

All prisoners should be within

the jailers' sight or earshot. And,
those who threaten suicide should

Mr. Chapman

be put into a cell and constantly
monitored by camera.

Liability claims also can be
spurred when prisoners harm one
another. Protecting prisoners from
one another can be difficult be-
cause commonplace items can be
made into weapons. A tightly
rolled magazine can become a club;
a stick deodorant melted into a cup
can become a Molotov cocktail.

A "surprising" number of jails do
not separate prisoners by age or the
seriousness of their charge, Mr.
Schirott said. "You must segre-
gate," he emphasized.

While jails create the most
claims, the costliest claims come
from police activities on the street,

Continued on page 12



FROM ONE BRILLIANT ADMINISTRATOR

TO ANOTNER,THE BEST ADVICE
ON FLEXIBLE BENEFITS:

KEEP IT SIMPLE WITH MET LIFEI

BENEFITS
ADMINISTRATOR

THE ADMINISTRATOR

Before choosing a flexible benefits program for
your employees, first consider the demands that the
plan will make of you, the employer.

At Metropolitan Life, we offer a computerized
administration system specifically designed for flexi-
ble plans. From election forms and flexible credit

calculations to record maintenance and employee
turnover. Result: a simple, manageable plan for you
and your employees.

For more information about our group benefits
plans, call your broker/consultant oryour Metropolitan
Life Group Representative.

GET MET. IT FAYS.

Metrogolitan Life
AND AFFILTATED COMPANIES

©1985 Metropolitan Ufe Insurance Company, NY., NY
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WE'RE TRUCK WRITERS!

We use "A' rated paper.

We write PHD, Cargo, Fuel Bonds,
WC, GL and Primary.

We write individuals and we write fleets.

OUR TRUCK UNDERVWWRITERS ARE:

Wally Crapo - Formerly of Alexander

Howdzn
Guy Stephenson - Formerly of Occidental
John Majewski - Formerly of Carolina

John Fortune - Formerly of Carolina
Mike Lane -

Herbert R Baker

President
(Fbrmer Vice President of Zurich of lllinois)

Agency contracts available for truck producers

TRUCK UNDERWRITERS
OF AMERICA,INC.®

1655 Peachtree St., Suite 520, Atlanta, GA 30309 TELEX: 80-4319

c 1984 American Truck Underwriters, Inc. (TM)
All Rights Reserved

Rrmerly of Tmnsportation G.A.

Municipal liability

Continued from page 10
including pursuit cases, Mr. Chap-
man observed.

And, problems also surface for
police in regard to the hiring, train-
ing and supervising of subord:-
nates, Mr. Schirott said.

Only 2% of U.S. counties require
psychological testing of jailers, ac-
eording to a survey by a national
sheriffs association. Meanwhile, the
other 98% of U.S. counties are ex-
posing themselves to unnecessary
liability, he said.

A job applicant can be screened
with the help of psychological tests
and lie detectors for about $100.
"It's just crazy not to do it," Mr.
Schirott said.

Prospective employers should
also thoroughly check the back-
ground of police applicants, he said.

Once hired, police personnel can
generally be fired at will as long as
the reason is other than political,
Mr. Schirott noted.

Streetwise municipalities will
adopt reasonable and workable pol-
icies-especially in regard to pur-
suing suspects, using force and
weapons and training jail person-
nel-as the best risk control.

Documenting training of jailers
and their receipt of a policy manual
may help reduce the size of a judg-

ment in a liability case, Mr. Chap-
rnan said.

FORGET COST CONTAINMENT ...

GET HEALTH CARE
COST REDUCTIONS,
WITH MEDVIEW

& AUDIT II.

What kind of reductions? To begin with, you
get reductions of up to 25% on the cost of
specific excess insurance and aggregate
excess insurance. It will also allow you to
reduce your annual aggregate retention.
Why? Because insurers know that MedView

and Audit Il work.

MedView uses physicians to monitor and
control hospital admissions and stay days.
Any elective hospitalization requires pre-
certification. In addition, we provide second
opinions, concurrent and continued stay
reviews, and claim review, all performed by
our own professional medical personnel to
help you save substantial health care

dollars.

MedView combines these cost reduction

mechanisms with Audit Il, a unique line-by-
line auditing system that reviews physicians'
charges to determine if they are usual,
customary, and reasonable, and monitors
(y physicians' utilization patterns. So you also
0 get reductions on your actual health care

expenses.

To get your reductions today, contact Cover

X Corporation and find out more about
MedView and Audit Il. The health care

savings for self-insured groups can repay
the cost of these excellent programs many

times over.

For further information or applications, call or write.

VER-X CORPORATION

P.O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635

A recent U.S. Supreme Court de-
cision made municipalities optimis-
tic that courts would be reasonable
in assessing training programs. The
court ruled that an employee's mis-
conduct in an isolated incident
could not be considered proof that a
training program was inadequate.

Police reports
can create prob-
lems for munici-

Police ceri

tend to in€lude

Mr. Witt opinions and
draw conclu-
sions, rather than merely present
facts, he said. As a result, "every
accident report done by police may
be your next lawsuit,"” Mr. Judge
warned.
Once a claim is filed, streetwise
municipalities can control the lia-

bility cost with early investigation
of the claim and a well-controlled

defense.

AnNd, the claims should be re-
ported promptly to insurers to en-
sure coverage.

Mr. Chapman cited the approach
used by Ken Edens, risk manager
of Topeka, Kan., who said he
begins prompt in-house review of
cases that could become potential

claims upon reading the reports.

The city attorney immediately
sends him a letter asking him to do
the investigation, so the informa-
tion is protected by attorney-client
privilege and cannot be used
against the city later.

Municipalities should employ an
aggressive defense attorney who
argues for reason in interpreting
statutes, Mr. Judge advised.

He also urged public officials to
negotiate with defense counsel so it
can defend nuisance suits without
overspending.

In most police cases, defense costs
are the main liability, with $3 out
of every $4 going to defense attor-
neys, Mr. Chapman said.

When an insurance company
wants to settle a case and the city
does not, the city should accept the
insurance company's settlement,
release the insurer from additional
responsibility and fight the case
tooth and nail, Mr. Judge sug-
gested.

Whether the subject of the suit is
the police or another public official,
a "substantial” exposure is to puni-
tive damages, said Mr. Schirott.

A public official acting in his of-
ficial capacity who is successfully
sued for punitive damages must be
indemnified by his employer, ac-
cording to a recent decision by the
7th U.S. Circuit Court of Appeals,
which has jurisdiction over lllinois,
Indiana and Wisconsin, he added. .

Finding coverage tougher
for public entities: Panel

By MEG FLETCHER

SAN DIEGO-Public entities' special handicaps can put liability insur-
ance out of their reach when commercial insurance is difficult to buy.
Consequently, public entities must work harder to grab the insurance

that is available.

That was the assessment offered by three panelists who spoke last month
at the sixth annual Public Risk & Insurance Management Assn, confer-

ence.

The conference was called "The Turning Tide," a reference to changing
conditions in the commercial marketplace.

Public entities are handicapped by two characterisitics, according to Mi-
chael P. Vaughan-Fowler, a London-based director of the North American

Division of broker J.H. Minet Co. Ltd.:

= They have high visibility, which results in an attitude of entitlement
by plaintiffs and high claims frequency.

* Public entities often seek competitive bids from insurers, even in a
sellers' market. This makes them unattractive to insurers, especially those
in London that attach a great deal of importance to loyalty.

The bidding problem is compounded further when public entities send
out several brokers seeking the same coverages
Then, a single insurer may receive duplicate submissions from different

brokers.

It is better to choose one broker that has access to all markets, Mr.

Vaughan-Fowler explained.

"It is incongruous to have insurance purchased on the same basis as

paper clips," he quipped.

Municipalities should not be surprised by big premium increases, ad-
vised a consultant.

"Frankly, a 100% increase should be considered a major coup by a risk
manager," according to H. Felix Kloman, principal and associate director
of the consulting firm Tillinghast Nelson & Warren. Mr. Kloman is based
in Darien, Conn.

One town that Mr. Kloman declined to name was quoted a premium
1,069% higher than last year's-$695,000 compared with $65,000-for $1
million in liability insurance in excess of a $150,000 self-insured retention,
he said.

Following the discussion, Mr. Kloman said he is still continuing to work
to find coverage for that town, which had a problem with inadequate loss

information.

"Dramatically" higher premiums is only one of several characteristics of
what Mr. Kloman termed the "anti-market" of 1985.

Other characteristics include: fewer insurers, dwindling underwriting
capacity, increased underwriting selectivity, higher retentions by policy-
holders and policy restrictions and modifications.

A maijor factor in the tighter market conditions is the reduction of rein-
surance available to primary insurers, noted James G. Smith, vp of broker
Johnson & Higgins in its Houston office.

He said he expects "constant"” and "steep" price increases for the next
two years.

He also predicts that, as of Jan. 1, there will not be any sudden and
accidental pollution coverage available. Coverage for police will be avail-
able primarily on a claims-made basis, unless there are major tort changes,
and there will be almost no coverage for prior acts under a claims-made
form.

In this marketplace, public entity risk managers must work harder, the
panelists advised.

The panelists recommended short-term strategies of: improving risk as-
sessment and data collection, developing better contacts with underwriters
by personalizing submissions, educating governing boards and finance
committees, considering collective purchasing, funding higher retention
levels and revising agent/broker remuneration to a fee rather than com-

mission basis.



Berkshi re Hathaway
wants to see

property/casualty risks
where the premium

is $1,000,000 or more.

In a tight market when many companies
have had to ration capital and even withdraw
from lines, we're still wide open to coverages
where the premiums exceed $1,000,000.

We currently have more than $1.5 bil-
lion in surplus - yes, that's right, $1.5
billion - ggainst annual premium income
of $160 million. A.M. Best's most recent
comparison ranks the Berkshire Hathaway
Insurance Group first among all major
property/casualty groups in their key mea-
surement of financial strength - Best's
Tast of Gross Leverage™ This strength
assures you of unequaled loss-paying
capacity

Our method of business on large-premi-
um risks is probably unique in the industry.
We ask you to submit the coverage and
to name the premium you are willing to pay.
We will then accept your proposal, or we
may counter if the price and terms are close
to those we believe appropriate. If our
ideas and yours with regard to price are far
apart, we will turn the offering down
with the understanding that we will not
entertain any additional offers on the same

risk. This simple procedure disciplines
both of us and saves time.

Virtually no risk is too large. And we
respond quickly We rarely take more than

48 hours to answen Often our response is
immediate.

For more information, phone or write
Donald Wurster, Vice President, National
Indemnity Company, 3024 Harney Street,
Omaha, Nebraska 68131, 402/346-7400.
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Comp cost control requires broad program: Panel

By MEG FLETCHER Davis & Associates Inc, a rehabili- Rehabilitating an injured worker hak lor that marks him as a malin- no longer climb steps in a historic
tation counseling firm ill Lanham, involves many physiological and gerer and that causes him emo- building in which she led tours

SAN DIEGO-Controlling public Md psychological aspects, including a tional problems, she said Ms Davis said it should be

entities' workers compensation " So often, worker's perception of pain and A solution lies in the proper defi enough if the city made "reason-

1 H willingness to tolerate it, Ms Davis nition not only of a job's physical able” accommodations, like install-
gp§t$ trregl'u@r& Qr@a'dEQaé@epﬁchngpLea‘@Qur ”l I I I a said She favors outpatient treat- reqg-lirements but also of an injured ing a ramp, grab rails, etc

worker is hired, experts say in to clean up a ment rather than care .n a "pain employee's physical condition Ms DeCampli said the worker's

Critical steps in a work comp mess,"” added clinic” for chronic pain sufferers Defining an injured worker's problem was resolved by moving
cost-management program-which Estelle L Returning an injured employee condition can be done with the help her into a position that required
can be used by both public and pri- Davis, presi- to work requires a doctor's certifi- of rules and regulations governing less walking But, the city's han-
vate employers-were outlined dent of Bussey, cation that he or she can perform Social Security disability payments, dling of this case caused other
during two seminars at the annual Davis & Asso- the physical demands of the former Dr Bussey suggested workers to seek help for their spe-
conference of the Public Risk & In- ciates Early job, even on a part-time basis, or Yet, even proper definition of cial needs, creating a morale prob-

surance Management Assn last intervention by rehabilitation spe- modifying the Job so he or she can both the job requirements and the lem, she said after the session

month in San Diego cialists can reduce costs by keeping return to work, the panelists said employee's capabilities will not A worker who would rather stay
These steps include an employee from getting locked But, that's easier said than done solve all problems, according to off the job and collect comp bene-
* Pre-employment physicals into a rigid psychological reaction In a typical case cited by Ms comments at the seminars fits than return to work poses dif-
- Proper job training to the injury, Dr Bussey and Ms Davis, the worker iS trained only in For instance, Mary L DeCampli, ferent problems for public employ-

« Prompt reporting and investl- Davis agreed

gation of accidents
= Worker rehabilitation

ment

A workers compensation cost-
control program for public entities
starts with pre-employment physi-
cals, especially for employees in
public works and utility depart-
ments, said Mary Lou Emmert,
president of PRIMA and risk and
employee benefits manager for
Monterey County, Calif

The physicals will be most useful,
she suggested, if the doctor has a com-
prehensive checklist detailing the
physical requirements of individual
jobs and marks off those physical
tasks the employee is able to perform

Once a physically capable em-
ployee is hired, it is important that
the employee and his or her super-
Vvisor receive proper training in
specific Job duties and that the
training be periodically repeated

"If you don't, you are Just fishing
for a compensation claim and prob-
ably a liability claim" from a third
party triggered by the employee's

poprrormireptinEmof an inliury is

the most important aspect of a
work comp management program,
she said An indured employee
should fill out a standardized re-
port, which should be signed by the
supervisor and promptly sent to the
i isk manager for review and possi-
ble investigation

The panelists pointed out, how-
ever, that a risk manager's dealings

with the injured worker may be

limited by statutes that vary from
state to state

An injured employee should be
sent, when possible, to a clinic or
doctor who has the employer's wel-

with Inheknds nof ipoorts rdirea

by the employer, said Edward
Fleming, president of Fleming &
Associates, a third-party adminis-
trator in La Canada, Calif

"If we don't care where he goes,
we are throwing money away," he
said

The condition of an employee
who is not on the job and is receiv-
ins; comp benefits should be
tracked closely through frequent
phone calls from a supervisor or
another official, panelists agreed

If an employee with a soft-tissue
injury-like a muscle strain-is out
of work for six weeks, it is time to
have a medical specialist review
the injury, Mr Fleming said

Ideally, good medical care and
personal follow-up by the em-
ployer will aid an injured em-
ployee's recovery and make him or
her feel needed so he or she will
return to work as soon as possible,
Ms Emmert said Achieving that

goal reduces direct and indirect ,

costs of any injury, she added

But, many workers compensa-
tion cases do not follow that Ideal
pattern, panelists noted

Rehabilitation specialists should
be called in as early as possible in
cases in which an employee is se-
verely injured or suffers from
chronic pain or in which the em-
ployer's exposures are great, said
Dr Phillip Bussey, vp of Bussey,

manual labor He is released for risk manager for the city of Alex- ers, panelists agreed

Good rehabilitation not only "light duty,” but it is not adequately andria, Va, asked panelists to K hat Employers should respond by
helps workers deal with their im- defined He worries not only about extent the city should have been carefully scrutinizing these em-
= Claims and litigation manage- mediate medical problems, but It reinjuring himself, but also about expected to meet the needs of a ployees' claims and protesting un-

also helps them plan for the future losing his Job He responds with be- tourist council employee who could Continued on nert o
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reasonable ones, said claims admin- could have done less expensively P l l b I I C e m I O e rS I a b e h I n d

strator Mr Fleming = Insist the attorney evaluate
A malingering worker usually the probable outcome of the case at

hires an attorney who sends him to its start and periodically during the

-
a doctor to get a medical report that its development I n h e a I th CO St CO n t ro I - S t u d
supports a finding of disability. he - Have attorney-support ser- = y
said Since it can cost an employer vices, like investigators and court
at least $3,000 to $5,000 to contest reporters, used during depositions, By MEG FLETCHER be lagging in taking advantage of About 52% of the public sector
such a claim-that he may lose and if possible have them bill the this knowledge," according to the employers-compared with 38% of
anyway-it might be best to try to risk manager directly and negotiate SAN DIEGO-Public-sector em- survey of 256 public employers those in the private sector-offer
negotiate a settlement, he said a discount for prompt payment ployers generally lag behind pri- conducted by consultant William medical/surgical plus major medi-
If the employer decides to fight, * Use a medical examiner that vate-sector counterparts in intro- M Mercer-Meidinger Inc cal coverage to salaried employees
it must hire competent counsel, both sides can accept ducing health care cost contain- The Public Risk & Insurance Such plans tend to be the most gen-
said William L Reagan, an attor- Danger signs include an inflexi- ment measures, a survey reports Management Assn cooperated in erous with the least employee cost-
ney with Gassett, Perry & Frank in ble determination on the attorneys' The only exception is that pub- the preparation of the survey, pre- sharing, the survey says
Santa Cruz, Calif part either to fight or to settle all lie-sector employers are more sented last month in San Diego at Deductibles are $150 or less in
He told public risk managers cases, unreturned telephone calls, likely to offer preferred provider PRIMA's annual conference ) 65% of the salaried plans offered by
who want to get the most from at- failure to provide updated status organizations, though nearly all Public employers still provide public employers
torneys in work comp cases to reports and multiple attorneys' public employers with access to "relatively generous" medical plans Fewer than half the public em-
e Deal with only two or three names on the case file, which health maintenance organizations that insulate employees from the ployers surveyed have adopted
law firms This lets the firms de- means continuity has been lost be- offer that health care option cost consequences of their health comprehensive plans in which an
velop expertise in the municipal- cause many attorneys have been "(Private) employers are devel- care decisions, the survey says employee copayment is required
ity's operations and increases their working on the case, he said oping a wide variety of techniques Respondents' health care costs for all or almost all medical ser-
accountability to the municipality Ms Emmert said an attorney to manage health care costs, and have increased an average of 25% vices But, 15% of the agencies said
« Consider timing when calling once took her to lunch and later aggressive use of these techniques over the last three years. although they are considering a change
m attorneys so cases are neither too billed her for it "Get rid of those can deliver impressive bottom-line one agency reported a 250% in- The survey says health care plan
stale nor so fresh that the attorney people," she said . results The public sector seems to crease, the study says char?ges p_ubllC e"_nplo)’?m have
considered include increasing max-
imum out-of-pocket limits, increas-
ing or adding employee contribu-
tions to premiums and using a flex-
ible spending account
"Very few of the agencies have

even considered other cost-control
Trving to contain the costs of your clients' employee

N sk kM ' . changes such as increasing or add-
F°a. 1"*#de™im" health programs doesn't have to be a nightmare of ing contributions for short-service
monstrous proportions Provident Mutual can help employees or extending the waiting
your clients contain costs effectively through period before new employees are
- individualized plan design eligible for medical coverage," ac-
P 9 cording to the report
-d01r= 9m,Inimmpi We'll gladly work with you to design the plan that However, public employers have
i /2 1% best meets the needs of each of your clients We offer Zd‘;p:::] Sl‘lm:;‘iatt;rgz(’;g?; Z”;‘:;;
” 9*** a full range of cobt containment features, including ot YOS omioe

4™pn,-4«Pre Ad misgion Certification/Continued Stay Review The most popular features are
g t. 61% | Mandatory second surgical opinion pre—adm-s§-on testing incentives,
: | ") %|‘| - Limitation on weekend admissions used by 34 A’_Of the _pl_ans’ voluntary
1 ' i i second surgical opinions, used by
» 100% coverage for certain outpatient surgery 32%, and concurrent review and al-
* Pre-admission testing ternative health care incentives,

- Skilled nursing facility each used by 30%
- Home health care Public employers "do not take
. full advantage of sophisticated data

) - Hospice care

analysis techniques which can

»4%4: ra c -- .4 - Alternative emergency center/doctor's office identify problem areas and thus
; 122 treatment of sudden illness or accident lead to corrective measures," the
e ;
O Limitation on private duty nursing study said Only 27% of the respon-
YVOF - - - Ue of coinsurance and deductibles Sents ari:i_mg csit.a:a;.af—the—a'rt da;a
s . . . ases wi ive-digit diagnosis cod-
LIS Lo LI | B B | 1.
r;'2'.:.", "' 4" i 3 Many of these features are designed to limit or help ing About 65% said their claims re-
., a4 a =~ a, . . . . . i -
= avoid the high cost of unnecessary inpatient hospital ports are not compared with na
" roicoe tional, regional, local or industrial
i i i "Not only do public-sector em-
1.**A-1661-1.7 & 798866 -» ) . Provident Mutual can also help your clients contain !
Al 15,43 MSS'ki -, costs by using preferred provider and peer review ployers seem slow to ask their car-

riers for sophisticated statistical
data, 34% of the survey respondents
said they were unfamiliar with

organizations to control provider expenses We also
offer quality claims administration, including hospital

bill audits and utilization review services, to further such reports,"” the study says
rri.Ma /(98/1, - b. 4 O hupport 3 0OUr clients' cost containment strategies However, public employers are
‘4,2 IPF' Rifi more likely to offer PPOs than pri-

So don't be afraid to open up the subject of cost

vate employers The survey found
contamment For more Information about how

that 13% of the respondents, com-

Provident Mutual can help tame potentially ferocious pared with about 3% in private-sec-
: ) t ffer PP
t42 health care costs just call one of our Group Offices or surveys, offer PPOs
’ li d bel Respondents said they would feel
J1 < <-r=--"» isted below best about a PPO sponsored by an

employer or a coalition of employ-
ers or by doctors “The respondents
., ,d generally were negative about Blue
6,':1},emmt 8 Cross/Blue Shield organizations
' and insurance companies as PPO
sponsors " the survey says
Nearly all the respondents with
* 0 * * * N accessoto an HMO offer that option,
4 1 0 r. 1 1 t. y 1 y +4 and 30% offer more than one HMO

The survey found that public

employers are on a par with private
614 :11)-;,54, 1Ir-cA P ROVI D E NT M UTUAI_ employers in underestimating the

SECURITY THROUGH FINANCIAL SERVICES health effects of lifestyle "But plfjb_
llc-sector employers are not taking

the initiative in trying to improve
lifestyles as much as their private-
sector counterparts,” it says
Although public employers say
#5171 . employer coalitions and health care
’ I, 2,4 AfNi" 4+4417-,%, providers are the groups that can
best control health <are costs, only

eI eedrATATE N A

one-third of the agencies belong to
a local employer coalition

120 Montgomery Street, San Francisco, CA 94104 (415) 392-5117 » Orlando 3444 McCrory Place, Commodore Building, Suite 131, The survey breakdown was city
Orlando, FL 32803 (305) 898-3511 « Philadelphia Suite 1506, TWo Penn Center Plaza, Philadelphia, PA 19102 (215) 568-3930 ‘;‘g‘;”g'cii’o?iﬁ’rgg‘;?ngggcﬁ/s’
» Richmond Suite 1116, 700 Building, 700 E Main Street, Richmond. a 23219 (804) 788-8141+ Southern California Suite 1510, Stat;’agencies 3% and other ’12(;;’
3250 Wilshire Boulevard, Los Angeles, CA 90010-1605 (213) 383-6000 « Mid-Atlantic Pension Office Suite 141, 111 Presidential e U '

About 40% were urban, 40% were
suburban and 20% were rural

Boulevard, Bala Cynwyd, PA 19004 (215) 667-5545 Midwest Pension Office Suite 240,1100Jorte Boulevard, Oak Brook, IL 60521
(312) 325-9222 « Northeast Pension Office Suite 700,150 East 52nd Street, New York, NY 10022 (212) 759-0111 « Southern The agencies' median budget was
Pension Office Suite 1105,212 S Tryon Street, Charlotte, NC 28281 (704) 377-0563 $30 million in 1984, and the median

number of employees was 600 .



WTH 'THE MARKET 'RGHTENING,
LOCAL I?RODUCERS HAVE EVEN MORE REASON

To BRING'IHEIR BUSINESS TO
'HE AIG COMPANIES.

At AIG we realize that small

and medium-sized producers are
experiencing greater and greater
difficulty in getting coverage for their
clients' hard-to- place risks.

That's where we can help. We
specialize in handling hard-to-place
risks through the New York Free Trade
Zone. And we're still more than willing
to take on unusual risks even though
capacity is dwindling and some other
insurers won't touch them.

As usual, we don't look at a pro-
ducer's volume as a criterion for giving
a quote. but are open to submissions
from agents and brokers of all sizes.
From the alphabet houses to regional
and local producers.

And of course, the AIG Companies
are still as quick as ever at making use

of the Free Trade Zone and the free-

dom it affords.

To find out how easy we can make
it to get coverage for hard-to-place
risks, send for our free brochure.

Or call Leo Marchese, our New
York Free Trade Zone Coordinator, at
212-770-9115, for even faster service.

Because with all the great reasons
small producers have for using the
New York Free Trade Zone, the tight-
ening market may be the greatest.

ONCEAGAIN
''HE ANSWER Is AIG

FREE'IlKADE ZONE

Department A

O FPinmnne —St. 1
New York, NY 10270 1

AIGS NEVWW YORK i

1 1 [1 I)
Please send information on how | can make it |

easier for my clients to get coverage for their |
hard-to-place risks. '

1
1
1
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1
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STATE zip 1
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SHARING THE LOAD

Time sharing is the

By David F. Walter

HERE IS AGROWING movement foward..

health benefit plans through self-administration. But,
in most cases, this administration is a manual process,
which offsets the advantage of control with the
disadvantages of inefficiency. | believe that time
sharing on a computer system owned by a claims
administration service company offers a way to
alleviate the inefficiency through automation, retain
the desired internal control and avoid the problems of
owning and operating a computer system.

The decision to automate the claims processing
function is a significant step for an organization. In
making that decision effectively, it is important to ask
"What problems are we trying to solve," rather than
skipping many steps and jumping to a later question,
such as "What system should we buy?" An organization
often can meet its operational needs faster, better and
at a lower cost through sharing an existing service
rather than buying or creating its own.

In considering buying vs. time sharing, we will
examine nine areas: hardware, facilities, maintenance,
software, personnel, installation, ongoing support
services, organizational changes and cost.

« Hardware. The hardware needed by the claims
administration staff consists of a terminal for each
examiner and one or more printers, depending on
volume. The terminals can be inexpensive-typically
about $1,000 each. Printers vary in eost upward from
$3,000 for a commercial-grade letter-quality printer

best way to automate claims processing

with accessories. These items are all the hardware

needed directly by your claims people to print checks,
explanation of benefits, letters and reports.

Of course, additional equipment is needed to drive
these devices and do data processing. In time sharing,
the only additional equipment needed are high-speed
modem pairs. Current technology using multiplexing
modems can support medical and dental claims
processing for more than 10,000 employees on a single
phone line.

For a self-insurer that purchases its own computer
system for claims administration, the central computer
is a major expense. Including the processor, disk units,
tape units and communications controllers, you can
expect to spend nearly $75,000 for the smaller systems
and more than $250,000 for the larger ones.

In all system purchases, you will be advised by the
vendor to "buy for the future.” What this means is you
buy more than you need right now. This means more
dollars out of your budget right now.

Obviously, in time sharing there also must be a
central computer somewhere, but you are not paying
for all of it, or for more than you need at any time. The
monthly cost for communications and modems is
typically less than the maintenance costs of a dedicated
computer and software system.

It is possible that your company's data processing
manager has said you can put your applications in his
big system-in essence an internal time sharing. But,
with the high volume of transactions and many large
data files required by claims processing, it is rare that a
claims processing function can be added to an existing

system without new system hardware additions as well.
If yBur corporate system can support a complete claims
processing system, then your company already has
overbought in at least one area.

The computer industry gives more for your money as
you buy larger machines. This is reflected in the
"price/performance ratio." What this means is that you
can use part of a medium-sized machine for less than it
costs you to purchase a small one. If you grow, you can
use part of a large machine for less than you can buy a
medium-sized one.

If you really need a large machine dedicated to your
claims processing, time sharing can still be competitive,
but that brings us to our second area-facilities.

But remember, your claims people most likely said,
"l need a better way to administer the benefit plans.”
They almost certainly did not begin their request with,
"l need to buy a computer.”

- Facilities. The facilities needed for time sharing
are minimal: a shelf for the modem and floor space for
the printer. Lockable cabinets for the printing stocks
are needed with either a time-sharing or an installed
system. All these requirements can be met in a normal
office environment.

Despite the recent advances in technology,
computers and their peripherals are still relatively
fragile devices. Also, with the significance of the
financial activities performed in claims processing, you
will not want to have your computer open to the
general population. If you buy a system, a computer
room is a definite requirement for security alone.

Continued on next page
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Time sharing eases problems of automation

Cont:nued from previous page ongoing maintenance time sharing disruption during installation, there wiill
Also, small rooms with computers and With a purchase of source code, you - Installation. First, two facts- The be long-term changes. New reporting and
disc drives tend to get hot, often hotter gain independence-and probably add at more you have to install, the more it will referral links will be needed in the
than the equipment manufacturer least $80,000 or so to your bill. cost and the longer it will take. And, organization to handle the new system,
recommends Once you have a computer If you are among those who said, "I'll when your people are working on its daily operations, and its problems All
room, you will need special air just use available time on my corporate installation, they are not being these will be a distraction from the
conditioning and humidity control, computer,” this is where you now get productive in their normal jobs original function-paying claims
special electrical and wiring caught The computers in your corporate These two facts provide the basis for With time-sharing, there are no new
requirements. Cooling water lines may be data processing center are probably large comparing the cost of system and non-claims people to be added The
needed for the air conditioner machines Software for larger machines time-sharing installation and may be the changes that do occur typically are
You will need a terminal or printer as costs more than similar software for most important aspect in your deciding reductions in complexity as people's Jobs
the system console in the computer room smaller machines. In order to avoid how to process your claims become easier You are free to
Furthermore, since you will be doing spending $100,000 or so for new The hardware installation for time concentrate on solving the direct
your own system operations, you will hardware, you will now spend an sharing is very simple Once the problems without creating new ones
need tapes, possibly disc packs and racks additional $100,000 to $200,000 for communication line has been installed, - Cost-the bottom line The
to store them mainframe-based software Prices the terminals and printer are easy to particular set of problem areas discussed
Designing a computer room takes ranging from $150,000 to more than connect and place into service In most above all have an impact on the cost of
experience. You should either hire a $250,000 are typical in the marketplace cases, time-sharing customers are deciding whether to buy a system or
consultant or pay an internal expert for object code for mainframe computers. installed and running in far less time share one Treated conservatively, these
Either way, as you build or expand your A separate question about the software than is needed to bring in a new areas would represent the same total cost
computer room, you are getting far away is, "Are the vendors themselves m the computer system. Time is money to your organization as the basic selection
from the original goal faster and better business of paying claims9" Claims Both system and time-sharing vendors of software and hardware As such, they
claims processing software most often is sold by software will provide training. You may also be should be carefully considered as you
* Maintenance The principle here is companies They may have people on able to get help in the installation of your make your decisions
simple The more you buy, the more you their staff who once paid claims, but they particular benefit plan structures Even the decision-making process for
will spend year after year to maintain it typically do not have to live daily with In the best situation, the vendor can choosing the type of automated Support iS
This is true for the hardware and the performance of their product. even provide temporary help in changed when the initial decision is to
facilities, and for software 1 consider time-sharing before buying. The
Typical maintenance charges range L L. cost of time-sharing is significantly lower
from 10% to 15% of the purchase price 'It is important to focus on the original problems and up front, allowing decisions to made at
each year, forever And, as equipment questions without jumping to the assumption that automation lower management levels
ages, vendors can stop supporting it requires buying a (computer) system. . . .It pays to consider Further, since no new hardware or
The same is true for software. Over . . . . . software is needed, the data-processing
. ) alternative delivery mechanisms rather than just alternative ) ] o
time, you can expect your maintenance involvement is minimal The corporate
costs to rise with inflation and salaries of system vendors,' Mr. Walter says. facilities department need not be
support personnel It is typical to spend __involved, since no new facilities are
50% of the original price of a large required Since no new people would be
software system each year to maintain If your company decides to purchase a processing the backlog of claims that is hired, the corporate personnel
and enhance it claims system, particular attention should likely to arise during the startup period | department need not have the expense of
In the case of time sharing, your fee be paid to this item If the vendor uses know of no system vendor that has such hiring anyone And, with less to learn
would have a component of the system the product every day, too, you are likely support services available A shared how to operate, the training costs are
maintenance costs, but you only pay a to receive better support service is more likely to be able to give lower
prorated share Furthermore, regarding Time-sharing services provided by you the full support you need to smoothly Finally, and most important, the time
enhancements, the time sharing vendors companies that are themselves in the get your automated system in full and cost to implement is much less with
typically include these m the basic fee claims administration business provide operation in minimum time. time sharing
* Software When you buy a computer this added assurance of quality. « Ongoing support systems. Once you The larger the organization, the greater
system to process claims, you buy more * Personnel. When you buy a have your system running, you will have the costs will be in the selection and
than Just claims software There are computer and software system, you need ongoing support requirements that do not implementation phases Larger
different layers of programs, and you trained personnel to run it. If your directly relate to claims processing. The organizations have more complicated,
would pay for all of them. company buys a system, you will have to simplest of these requirements is making multilevel decision processes, and they
First, there is the operating system "buy" new people, too These new people backup copies of your claim data bases generally have more options to consider
This may come with the hardware, but are in addition to those who pay the This action is essential. Computers do On the implementation side, larger
you are going to pay for updates, and you claims and print the reports and checks go down; electrical power does go off groups buy more equipment, which is
are going to pay to have them installed One of these new people, needed unexpectedly Ongoing support involves also likely to be more complex The size
And, if they do not work, you will pay during the day, is called "system having a working disaster plan, and complexity both contribute to longer
while you wait to get them fixed, too manager " This person knows the providing for off-site data storage and installation
Then, there are software tools’ computer, the operating system and other having the capability to support extended Also, the training time and cost would
languages, file and data base managers, software packages He or she also may be processing hours. be greater as the organization grows. As a
etc You probably will need these also, a programmer, performing extra work. All of these are data-processing rough estimate, | would allocate the cost
especially if one of your true needs is Either way, the system manager's problems, not claims problems But, If equivalent of a full-time manager for a
better reporting capability salary will range upward from $25,000 you have a system, you have to answer month for the decision-making for any
The operating system and software for the smallest system Most companies the questions they represent and spend system purchase, and add an additional
tools all may be bought from your assign a "burden" factor of at least 50% to money to implement and manage your equivalent month for every 5,000
computer vendor account for other costs, like benefits, decisions employees in the organization
Finally, there is the claims system office space, phones, furniture etc A second set of potential support Many factors are involved in deciding
itself The claims system is the set of This person represents an ongoing problems does directly involve claims how best to automate the claims
programs that will control how your expense that is not needed at all for processing Your claims people may processing function
claims are paid People who are willing to claims processing and is not needed by a inherit a backlog of claims if you are No attempt has been made here to
buy just object code from vendors can time-sharing client taking over from a prior administrator compare particular features of various

find prices as low as $60,000 initially But, Organizations big enough for their own Or for a number of reasons-sickness, vendor offerings | am assuming that
buying obJect code means you also have claims processing may do the data entry vacation, staff turnover-you may need essentially equivalent levels of

tied yourself forever to the vendor, on-line during the day and do the extra help capabilities can be found from either
because only the vendor can make printing m batch at night With time It is possible that your time-sharing system or time-sharing vendors
changes you might want, over and above sharing, the person doing this operation vendor can provide this help to you It is As stated at the outset of this
must know how to run the printer. With unlikely that a system vendor has this discussion, it is important to focus on the
an installed system, this operator must type of support capability. If they do have original problems and questions without
know how to run the computer, too. the people, they will not have access to Jumping to the assumption that
David F Walter ts up- Nightly backups must be run for your system to help you Peace of mind automation requires buying a system
llil information services security and safety purposes. Expect an for a claims manager has a value too When hundreds of thousands of dollars
.f for CC Systems Corp, a additional salary increment to pay for the « Organizational changes. When a are being committed and when many
1 COSt-Conta|nment ad- nlgner |eve| Of training and decision is made to purchase a system for individuals' Jobs are about to be changed,
mi,(),i%tnrggggigompany responsibility for this operator Again, claims processing, there will inevitably it pays to consider alternative delivery
add at least 50% to figure for burden. be organizational changes as a side effect mechanisms rather than Just alternative

There are no added personnel costs in In addition to the initial, temporary system vendors
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agent/broker topics

By LINDA J. COLLINS

The Independent Insurance
Agents of America and the Na-
tional Assn. of Professional Insur-
ance Agents offer many support
and educational services to their
members.

In many cases, the services in-
volve an additional charge to mem-
bers. However, group or quantity
discounts make these services less
expensive to members than if the
agents tried to duplicate the ser-
vices on their own.

Services provided to agents by
the IIAA and/or the PIA in addi-
tion to their lobbying and provid-
ing of information on industry and
regulatory issues include:

® Advertising support.

The IIAA has a national Joint
Agency/Company Marketing
(JAM) program, with actor Ray-
mond Burr as its spokesman. The
JAM program was designed to
make the association’s logo easily
recognizable to the public, and to
describe to the public the role of
the independent insurance agent.

JAM commercials are aired on
network television, and radio and
ads appear in major business and
consumer publications.

I[TAA members benefit from the
JAM campaign at the local level
because of the logo identification.
Members can use the association’s
logo on all their agency materials
and correspondence and in their
local advertising efforts. Also,
member agents can buy radio and
television spots that feature Ray-
mond Burr promoting their
agency.

Other advertising materials are
also available through the ITAA.

The PIA publishes a guidebook
with tips for members on how they
can promote their agencies.

PIA members can also purchase
ads that can be customized for
newspapers or magazines, and they
can buy sales literature, agency
brochures and radio spots through
the association.

By fall, its advertising services
will be expanded to include a PIA-
endorsed ad agency through which
agents can obtain customized ad-
vertising materials for all media at
a reduced group rate.

e Marketing support.

Both associations conduct sur-
veys and publish research data on a
regular basis to show market trends
and to identify key industry issues.

The ITAA has a computerized
Market Access service through
which agents with a personal com-
puter and a modem can post re-
quests for market information on
an electronic bulletin board. The
ITAA then responds with informa-
tion gathered through surveys of its
members.

This service is particularly useful
to members seeking information on
local markets for specific cover-
ages.

Agents with computers also have
access to the IIAA's Electronic
Management Information Service,
through which they can get daily
insurance news and financial in-
formation on the industry; market-
ing data by ZIP Code and by state;
tips on agency management; and
information on surveys conducted
by the ITAA.

Through EMIS, ITAA members
can also order materials and regis-
ter for seminars and conventions.
About 400 agents are now using the
service, and it is generally free to
members.

The IIAA also publishes a a mar-
keting strategy manual to help
agents target sales growth opportu-
nities and manage selling efforts.

The PIA has a commercial lines
survey/proposal kit containing 75
policy and proposal forms that can
be customized with an agency’s

PIA, IIAA offer variety of

name and lego, and materials
designed to aelp the agent analyze
and develop a risk management
program for clients.

The PIA members also can sub-
scribe to a risk management hot
line service operated through the
facilities of Tillinghast, Nelson &
Warren in Dallas.

By fall, the PIA =xpects to have a
microcomputer users’ group up and
running. Tha group w_.ll help agen-
cies set up & compute- system and
help those that already are auto-
mated expar.d their computer zzpa-
bilities.

Also in the fall, the PIA will
offer users discounts on computer
hardware ard software.

Commercial and personal lines
brochures also are available from
botn the PIA anc IIAA to use in

explaining insurance topizs to cli-
ents anc prospec:s.

e Educational and personal ser-
vices.

Thke PIA has designed zr exten-
sive personnel program called
Salespower. The program, which is
updated quarter_y, walks an agent
through selecting, hiring, training,
ccmpensating and maraging a new
producer.

The PIA and the ITAA also offer
self-study cassette tanas and
manuals to educate agency person-
nel cn soecific topics.

In addition, the associaticns both
conduct seminars throughout the
counzry every year on & broad
renge of topics.

The IIAA and the PIA offer sev-
eral insurance and finarcial ser-
vices products for membders and

support services

their ageney personnel, including
life and health insurance, group
medical coverages, disability and
hospital income coverages, and IRA
and -ax savings plans.

In addition both have located
agent errors and omissions markets
far taeir membars.

The two associations provide
group discounzs on forms and sup-
piies, office equipment and client
premium gifts.

Project InVEST is a program
spor.;sored by the IIAA to teach
kigh school seniors the basics of in-
sdrance agency and comdany oper-
azions. In the two-semester class,
vhich is taught as part of a school’s
regular curriculum, students simu-
lzte agency anc company activities.
IIAA members also participate as
guest speakers for the classes. More

that 100 high schools throughout
the country participate in Project
InVEST.

The PIA sponsors two three-
week insurance schools each sum-
mer for insurance agency person-
nel. The schools are held on uni-
versity campuses and taught by
professors of insurance from lead-
ing universities.

One of the PIA insurance schools
is held at California State Univer-
sity at Chico, and the other is held
at the University of North Carolina
in Charlotte. Each school draws an
average of 60 students, who can
earn college credits for completing
the program.

Both associations also have pub-
lic relations programs to increase
the visibility of agents on the local
and national level. [

what it takes to get to the top.
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Moore, newly elected president of the NAIB, makes a point.
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Industry's image needs help,
new NAIB president advises

By LINDA J. COLLINS

SEA ISLAND, Ga.-The insur-
ance industry is getting a bad rap,
and it is up to brokers to help set
the record straight, says the newly
elected president of the National
Assn. of Insurance Brokers.

"Some Washington policymakers
and the general business press see
the insurance industry as a mono-
lithic force. . .manipulating vast
assets for its own ends and hiding
behind actuarial tables and moun-
tains of statistics," said Robert H.
Moore, who also is vp-government
and industry affairs for Alexander
& Alexander Services Inc. in

Washington.

Mr. Moore told brokers attending
the NAIB's annual meeting shat
they can help remedy this situation
by clarifying the insurance bro-
ker's role for the benefit of leg.sla-
tors and regulators, as well as the
public and the media.

Brokers also need to heighten
their professional image and repu-
tation and use their influence, he
said. "The time has come for visi-
bility and broad public understand-
ing of our special role in the U.S.
and world economy," he said. "We
must develop strategies for bring-
ing our expertise and knowledge to
bear on public policy issues."

Mr. Moore added that brokers

need to make legislators, regulators

and the public more aware of the
broker's role as risk manager for
insurance buyers. "Our vested in-
terest in helping the insurance-
buying public solve its problems
puts us in a unique position to be
useful to policymakers," he ex-
plained.

Mr. Moore said that as NAIB
president, he will maintain daily
contact with the association and
schedule weekly sessions with the
NAIB staff to evaluate and refine
association strategies and activities.

The NAIB's Laws and Legisla-
tion Committee "will meet in
Washington later this summer to
assess priority issues facing brokers
and to develop an agenda for ad-
dressing them," Mr. Moore said.
The committee is chaired by Ham-
ilton M. Loeb Jr., senior vp and
manager of Reed Stenhouse Inc. in
Chicago.

To help them keep informed of
legislative activities and serve eli-
ents more effectively, excerpts

frorn the asso-

ciation's legis- —/A/:AY'_
lative updates — B B o=
- .- . —

now will be

distributed to
119110

who receive
the weekly = i — —

"Friday Flash" VAINVA/,

nNnewsletter.

all members

The updates previously had been
sent only to board members as part
of their quarterly report.

The association also plans to con-
duet its own analysis of insurance
industry issues, Mr. Moore said.
Such analysis is "uniquely suited to
the special role of the broker," be-
cause the broker is an intermediary
between the insurance buyer and
the insurance companies.

The NAIB intends to blend poli-
ties with sales skills and expertise
to influence members of Congress
on insurance-related issues, Mr.
Moore said.

The association uses its political
action committee (NAIBPAC) to
contribute funds to political candi-
dates who support its efforts.

Areas in which the NAIB will
work to influence legislation in-
clude environmental impairment
liability coverage and capacity and
rating problems, Mr. Moore said.

Other issues of concern to bro-
kers include potential major in-
surer insolvencies and civil justice

reform.

"We need to demonstrate the
brokers' analytical skills and busi-
ness expertise to members of the
House and Senate, as well as to reg-
ulators and members of the execu-
tive branch,” Mr. Moore said.

He said the burden will be on the
NAIB's committees and board to
"identify and work with individu-
als within our firms who can come
to Washington to be a resource to
policymakers."

The civil justice system, which is
saddling the industry with large
losses through monumental liabil-
ity awards, "poses a serious di-
lemma for the country at large, and
brokers can bring a helpful per-
spective to this problem.

"Ours is a society where it seems
perfectly rational to use litigation
to resolve disputes, particularly
when the plaintiff has no personal
or communal ties to the individuals
or organization being sued,” he
said.

"We are confronted by sociopo-
litical and cultural trends which
cannot be turned around in the
short term,”

Mr, Moore warned brokers that
if they do not expand their reach
and respond to such policy issues.
they forfeit their right to influence

Th e coutccorryTrae o -
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agent/broker topics

Fidelity Bonding forGuards?

Most Guard Services Donl Carry It.

Most Clients Donl Require It.
Most Insurance Companies Don't Provide It.

.*» No matter how well guard candidates
9UI « are screened, once in awhile one of
them is accused of employee dishonesly. And if it
happens, General Liabil.tv Insurance does not cover

the loss!

FIDEUTY BONDING by Brownyard is the

inexpensive way to make certain that if a guard is
accused of dishonesly - the loss is covered! It pro-
vides peace of mind for the Security Manager, his
Company and the Guard Service.

(5:AA jiR)]

It pays to bond your clients' employees It
pays them to bond their guards. It pays to rely on
Brownyard for gj! the protection they need. Tell your
client about Fidelity Bonding by Brownyard. Call us

toll free on our 800 number for full information.

WE PROTECT THE PROTECTORS

BROWNYARD

\BROTHERS

20 Fourth Avenue, Boy Shore, NY. 11706
(800) 645-5820- (516) 666-5050

"l wish we could get that sorta action

In a service business like ours, motivation
makes all the difference. If your under-
writers require special encouragement to
get the job done, maybe it's time to check
out Bituminous. Along with their profes-
sional capabilities, Bituminous underwriters
bring to each task their enthusiasm and sup-
port of agents' business. You already may be

from the underwriters.”

Hardening market poses
new problems for brokers

By LINDA J. COLLINS

SEA ISLAND, Ga.-Insurance
brokers have come a long way
from their "lowly fellow" reputa-
tion in the 18th century, says Rob-
ert V. Hatcher Jr., chairman and
chief executive officer of Johnson
& Higgins in New York.

Mr. Hatcher quoted a definition
of "broker" given in Samuel John-
son's 18th century dictionary: "A
lowly fellow. one who Lives off the
efforts Of others. a procurer. Bro-
ken, having no stock Of their own,
set up a trade with that Of another
man and commonly abuse both

sides to make a liftle pattry gain."”
"It's useful to measure how far

we've come," Mr. Hatcher said in a

aware of our reputation for top-quality ser-
vice. We also invite you to examine our at-
titude. Bituminous, the property /casualty
companies specializing in business insur-
ance. You'll find us reliable and refreshing.

U Bituminous isosanies

Mome Office: Rock island, Illinois 6 120 1 Phone 1-800-447-1662

Offices: Albuquerque. Atlanta, Baltimore. Birmingham. Charlotte. Chattanooga, Chicago, Dallas, Denver, Des Moines. Houston,
indianapolis, Kansas City. Knoxville. Little Rock. Louisville. Memphis. Milwaukee. Minneapolis. Mount Vernon, Mashville,
Mew Orleans. Oklahoma City, Omaha. Peoria. Philadelphia, Fittsburgh. Richmond. Rock island, Rockford. St. Louis. Southfield

keynote address to kick off the Na-
tional Assn. of Insurance Brokers'
annual meeting May 28-31, at the
Cloister in Sea Island, Ga.

Despite these inroads, however,
the current hardening of the insur-
ance market is taking its toll on
producers, he said.

"Now that the market has finally
turned, the price of the product
seems almost an afterthought; it is
the very existence of the product
that is at stake for many of our cli-
ents," Mr. Hatcher said.

"This kind of market taxes our
professionalism and our capacity
for hard work," Mr. Hatcher said.

Government intervention can be
expected if the market tightens
much further, he warned, adding
that once the government gets into
the insurance business, it won't
leave, even if conditions improve.

He also charged that lack of ca-

pacity is more "psychological than *

it is financial. Effectively, insur-
ance capacity is how much insur-
ance underwriters want to write."

Mr. Hatcher said that, in general,
underwriting cycles are driven by
rational behavior in a "relentlessly
competitive business.. . .Un-
derwriters' expectations move ca-
pacity; capacity moves prices;
prices move profits; profits change
expectations again; and on it goes."

But, he said, what is neither ra-
tional nor easily understood is the
explosion of court awards fueling
the current hardening market. U.S.
courts have been returning enor-
mous awards, especially in product
liability cases, and insurers are
bearing the brunt.

Mr. Hatcher quoted a study by
Jury Verdict Research Inc. that
shows nearly a 600% increase in the
number of million-dollar judg-
ments in product liability settle-
ments between 1977 and 1983.

The study also reveals an aver-
age of 43% of all million-dollar
awards come in either product lia-
bility or medical malpractice suits.

In addition, the insurance indus-
try is faced with the task of writing
policies whose language won't be so
ambiguous as to require judicial in-
terpretation, Mr. Hatcher said.

For example, courts are inter-
preting "aggregate"” to mean unlim-
ited and "accidental pollution” to
mean all pollution, he said.

The insurance industry's em-
phasis on tort reform to limit the
recovery on liability policies may
be misdirected, Mr. Hatcher said.
Instead, the industry should work
to change a legal system that allows

judges to interpret ambiguous con- -

tract language in favor of the poli-
cyholder.

Commercial insurance contracts
should be interpreted in "such a
way as to carry out the reasonable
intent of both parties" he said.

The commercial general liability
policy proposed by the Insurance
Services Office is a "quick fix" that
does not attack the cause of indus-
try losses: judicial misinterpreta-
tion of contracts, Mr. Hatcher said.

He said that although the new
CGL language is intended to ex-
clude certain risks, there may be
certain ramifications, including:

« Judges still will have the right
to interpret contract language and
may extend coverage.

- Since fewer risks will be in-
sured, there will be fewer premium
dollars available to pay judicial
awards that will be handed down.

* More claims may be triggered
because the term "occurrence" is
replaced by "claims-made," which
does not tie claims down to a spe-
cific occurrence.

- Gaps in coverage may be

caused by the application of a ret-
roactive date in the new claims-

rMmaade forrmm. -



THE MIRACLE OF
MODERN COMMUNICATION.
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When it comes to selling insurance, the telephone
is sometimes amazing. Not just for what it can accom-
plish, but also for what it can't,

The proof of that can usually be found right on an
agenfs desk.

Unfortunately too much of an agenfs valuable
time is spent returning phone calls; listening to busy sig-
nals; and on hotel.

And that's time spent not selling insurance.

Which is wh¥ at CIGNA, we have developed a
computerized communication system that gives
agents full underwriting service-bypassing the tele-
phone completely

It's OMNI, the most complete information and

Insurance Company of North America
Aelna Insurance Company
CIGNA companies
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product delivery system in the industry In fact, it% the
same system we use In our own offices.

With OMNI, agents qualified for underwriting
authority will be able to get quotations on all major
personal and commercial lines of business.

And with the data already entered, policies can
be produced and delivered faster than ever.

Claims, billing, and policy inquiries can be
accessed immediately

Plus, the system is practically as easy to use as a
telephone. And it connects with the computers most
agents already have.

Call our local marketing office for more informa-
Non. Well be happy to return yourcall,

CIGNA
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11 YOurClient Train*, Boards or Breeds-

agent/broker topics

Insurers should educate

General liability policies e).clude coverage fo-

animals in your client's care, custody & control. They By LINDA J. COLLINS
could find themselves facing a major negligence
1 __* 1 . 8 General . 5/7 % I lawsuit without proper insurance protection. SEA ISLAND, Ga.-The insur-

Don't leave ycur client wide open k financial

, ance business is more misunder-

to Andre Maisonpierre, president
of the Reinsurance Assn. of

. g 1 Thal's why Rhulen createc "Care, Custody &
II t | r - 1 2— Control-'lus." It's Domplete protection if an animal in | stood by the federal government
your client's care dies - or suffers a serious injury than any other industry, according
- - as a result of their possible negligence. . . ’ .
1

disaster. Call Rtulen todayl

America.

"Peofle in Washington have an
abysmat knowledge of the insur-

/(6 UApn S”CN .y N C . ance industry, and particularly the

EQU,NE INSURANCE SPECIALIST

property/casualty insurance indus-
try. Their ears are closed,” Mr.

136 BROADWAY, MONNCELLO, NY 12701 Maisonpierre told members of the
Mary,weins. Broke-age Manager Natior.al Assn. of Insurance Bro-
(914) 794-8000 / (212) 924-1950 kers' at its annual meeting May 28-

Call Toll Free Outside N.Y. State (8003 431-1270 31 at the Cloister in Sea Island, Ga.

He said the government is spend-
ing hundreds of millions of dollars

Providing

Generationsof
Service

Since 1886, James

N Z*r #, T/ A. Scott Insurance of
/ Lynchbur,Virginia, has

f< f# 4 protection and quality

planning to its insurance
clients. For seventy of

these nearly 100 yes, CU

Insurance has been work-
C,L'te."y of JI n-*s Memori j 1 ibrary,.ynch jurg, VA . .
ing with Scott Insurance to
provide the best products and service available. That
tradition continues.

Al CU, we've been perfecting our products,

Bob 'lein, Fresidenr Clat Chapman, Exec. V.P. Bill McBratney, Jr. V.P.

improving our service and professionalism for genera-
tions. We have kept up with trends, technology and the
changing needs of agencies all over America.

We're proud of the success JErnes A. Scott Insur-
ance has achieved and proud of the part we ve played in
helping to make it one of Virgir.ias premiere agencies.
in business for nearly 100 years.

CU Instrance and James A. Scott Ir.surance.
Together we've been prov-(ling geierations of service.

Insurance

Cormercial Ur,ion nstiance Companie
Or'e Beacon Stieet
Rostin. Massachu.ett,13* 108

Washington: RAA head

each year in research on "the auto
industry, the steel industry, and on
rattlesnake propagation,” but very
little is spent to better understand
"the role we of the insurance in-
dustry play in the economy."

The Justice Department, the De-
partment of Transportation and the
Federal Trade Commission are just
some of the governmental bodies
that make "occasional forays" into
specific insurance industry issues
and do not take the broader view,
Mr. Maisonpierre said.

For example, he said, federal of-
ficials need to consider "the num-
ber of people which the property/-
casualty industry employs, the role
which we play in society and the
many functions that we perform as
major investors in this country.”

The root of the problem, he said,
is that the federal government mis-
understands the function of insur-
ance companies.

"It believes that we. . .sell insur-
ance and that our function is to ab-
sorb the risk, when in fact our
function is to spread the risk. As
such, we are often identified with
and compared to gamblers,"” Mr.

Maisonpierre

1 -., said.
The industry
is misunderstood

at the federal

5= - level, he contjn-

KV T+ rulbleacuse | ty

state rather tha
J/ \>- =>-, federal authori-

ties, and thus, no
Mr. Maisonpierre federal agency

has a vested in-
terest in "the continuation of the
private insurance mechanism."

The insurance industry also dif-
fers from other industries in the
way it prices its product. Mr. Mai-
sonpierre asked, "How many other
industries have to wait years after
they have sold their product to find
out the cost of the raw materials?"

And, few people-either within
or outside the industry-under-
stand what underwriting is all
about, he added.

Mr. Maisonpierre pointed to the
effect of Superfund legislation-
which regulates the cleanup of
waste sites-on the dwindling en-
vironmental impairment liability
insurance market as an example of
what can happen when the federal
government tries to impose legisla-
tion without a clear understanding
of these laws' implications for in-

And, Mr. Maisonpierre said that
unless something is done about
what is, in effect, retroactive pollu-
tion liability imposed on the indus-
try by Congress and the courts, he

doubts whether insurers and rein-
surers will "find it in their hearts"
to underwrite any more EIL cover-
age.

But, he added that the insurance
industry is partly responsible for
the federal government's lack of
knowledge about insurance.

The insurance industry has his-
torically veiled itself in a cloak of
secrecy because it feared that gov-
ernment scrutiny would invite fed-
eral intervention and regulation,
Mr. Maisonpierre said.

But now, he said, "We have to
rethink our position."

Although he was not advocating
federal regulation, Mr. Maison-
pierre said it would be to the indus-
try's advantage for the federal gov-
ernment to understand "what we
are and how we operate," because
the insurance industry plays such a
key role in the American economy.

"Without us, the economy breaks
down, as has been witnessed al-
ready by the breakdown of many
industries resulting from the lack
of availability of our products.”



serveice (sur'-vis), n. 1. an act of helpful activity. 2. the
performance of any duties or work for another. 3. adj.

supplying aids or services rather than products or goods. 4. v.
to perform services for; meet needs of
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Regulato rs aCt tion, said Lawrence P Johnsen, a cease-and-desist order, revoking Inte rru ption Clal m not Offset by gain
Midland's secretary and general the insurer's certificate of authority
Continued from page 3 counsel in New York or imposing a fine Cont:nued from page 2
sephine M Driscoll, said Larry Midland had sent notices to "a On a national level, the resolu- The American Home policy Included a $1 million deductible for all
Kibbee, executive assistant to the small percentage” of the 200 policy- tion adopted by the NAIC at its an- claims except business interruption at certain coal mines, where a deduct-
commissioner holders when the department nual summer meeting last month ible period of 10 "waiting days" was imposed
Violation of the order would con- asked that the policies be rein- recognizes indiscriminate cancella- Lloyd's of London underwriters provided excess insurance above limits

stitute an unfair trade practice, stated, Mr Johnsen said The com- tion and non-renewals of prop- provided under the American Home policy, but Mr Shelton would not
with penalties ranging from fines pany agreed in the second week of erty/casualty policies as a problem disclose the limits

to revocation of an insurer's au- May to reinstate them, he says in a majority of states Under the Joint venture agreement between Republic and Island Creek,
thority to write business The cancellations were part of an The resolution urges insurers to Republic was obligated to buy 50% of its yearly requirement of "low-vola-
No penalties have been issued, attempt to improve premium-to- abide by guidelines, including tile metallurgical" coal from Beatrice, up to a limit of 600,000 tons Island
but "there have been some serious surplus ratio by reducing under- * Cancellations of insurance Creek was obliged to buy an equal amount
conversations with a lot of com- writing in certain lines, he said contracts that have been in effect While the Beatrice mine was closed from November 1981 until March
panies,” Mr Kibbee said, without In the memo, Arizona Insurance for 60 days should be prompted 1982, Island Creek and Republic bought coal from other sources, including
naming the insurers Director S David Childers says the only by unfavorable underwriting other mines affiliated with Island Creek
He noted that insurers say *'they department recognizes insurers' factors pertinent to the individual Beatrice filed its $109 million business interruption claim against
are concerned about capacity prob- right to cancel or not renew indi- risk that were not present at the in- American Home in June 1983
lems and reinsurance treaties that vidual policies according to cover- ception of the coverage American Home conceded that Beatrice was an insured under the policy,
have, or are about to, dry up age terms But, he says the depart- « Insurers desiring to withdraw which covered Joint ventures and any other "associated or controlled en-

"If a company can show us they ment questions midterm cancella- from a product or line of insurance tity" for which Occidental was responsible for placing insurance The in-
have extremely bad prob- tions of blocks of business by insur- or stop doing business through an surer also conceded the mine closure was a covered loss
lems that's an individual thing ers seeking a "quick fix " agency should arrange for another In adjusting the claim, though, American Home insisted that the loss be
we'11 consider But we have real The April memo reminds insur- insurer to assume the business or reduced by the increase in Island Creek revenues related to supplying
large companies without problems ers of their obligation to provide retain all policyholders until the substitute coal to Republic

Just canceling mass books of busi- "responsible and fair treatment of policies' expiration date The insurer's adjuster, GAB Business Services Inc, had requested infor-
ness,"” Mr Kibbee said the public and policyholders " - Insurers initiating non-renew- mation about other Occidental mines operated by Island Creek, but Island
In Arizona, the Insurance De- In the memo, Mr Childers tells als should provide policyholders 30 Creek refused to provide this information, court papers say

partment has issued a memoran- insurers doing business in Arizona days' notice of their intention In May 1984, Beatrice filed a declaratory Judgment action in U S District
dum warning that insurers cancel- "that midterm cancellations, with- These guidelines are not in- Court for the Southern District of New York, asking for a court ruling that
ing large blocks of policies during out a corresponding increase in tended to supersede individual American Home adjust the claim on a "stand-alone" basis with no consid-
midterm "will be held accountable hazard and without policy lan- state laws, the resolution notes eration given to Island Creek income

for acting without due regard to guage setting forth the conditions A resolution adopted by the in- Beatrice argued that it is an Independent corporation whose operations

their obligations to policyholders " upon which the policy may be can- surance commissioners from the are separate from those of Republic and Island Creek, noting that the
The memo was prompted by celed midterm, are injurious to the NAIC's Western Zone takes a Occidental policy identified Beatrice as a separate entity in its schedule of
complaints the department re- public interest and m violation of tougher stand covered locations Beatrice also operates only one mine, and therefore did
ceived, beginning in early March, the trust owed by the insurer to its In that resolution, commissioners not supply or derive income from any of the substitute coal sold to Repub-
from agents and brokers who said policyholder said that poor operating results of lic during the closure, the company claimed
some insurers were sending them "While we understand the pres- insurers have resulted in an "un- The American Home policy also contained no language stating that the
midterm cancellation notices, said ent difficulties facing the industry, precedented number of midterm various insured operations will be treated as a single entity for the purpose
Deloris Williamson, property and we also recognize that many of cancellations, extraordinary rate of adjusting losses
casualty department supervisor these problems were self-inflicted increases and wholesale withdraw- American Home, however, argued that it was "inconsistent" for Beatrice
She would not name the insurers as a result of pricing schemes, poor als from certain lines " to be considered part of "the collective assured" in claiming coverage but
that have been the subject of the underwriting practices and irre- The resolution says every state separate from other Occidental operations in adjusting the loss
complaints sponsible management,” Mr "will cooperate and coordinate in- The insurer also argued that Island Creek's management agreement
However, Midland Insurance Childers wrote formation on insurer rate increases, with Beatrice established the interdependence of the firms Under that
Co, which earlier this year in- The memo addresses only com- withdrawals and writing limita- agreement, Island Creek received commissions for all Beatrice coal mined
tended to cancel about 200 truck 11- mercial insurance because Arizona tions, and each state will take the and shipped and additional commissions on the sale of coal not bought by
ability and physical damage poh- has stringent regulations on cancel- appropriate action under their Un- Republic or Island Creek

cies during midterm, says it will lation of homeowner's and personal fair Trade Practices Act m light of "The principle that business interruption insurance is intended to re-
not since it was contacted by the auto insurance these actions ” store lost earnings should not be distorted to provide a windfall to the
Arizona department The memo says the department The Western Zone is Alaska, assured, American Home said in court filings
When the insurer began ISSUIng regards mass midterm cancella- American Samoa, Arizona, Califor- In addition, American Home claimed that the policy required "the col-
cancellation notices in April, it of- tions as unfair trade practices and nia, Colorado, Guam, Hawaii, lective assured" to offset business interruption losses from within through
fered two months' notice, even will take appropriate action Idaho, Montana, Nevada, New "the use of subsititute facilities and property "
though most of the policies only re- That action could include calling Mexico, Oregon, Texas, Utah, Finally, the insurer argued that since the two parties to the insurance
quired a 30-day notice of cancella- a hearing and subsequently issuing Washington and Wyoming m contract were in equally strong bargaining positions, any ambiguities m
. the policy should be interpreted against those who prepared the policy
Ma'ne Worke rs Comp IaW Occidental and its broker, Frank B Hall & Co Inc
American Home filed a counterclaim asking the court to rule in its
Continued from page 2 St Paul, which wrote about $4 2 million in direct favor
soliciting new work comp business in the state written premium in Maine in 1984, decided at the be- Judge Brieant entered a summary Judgment in Beatrice's favor, how-

And, Liberty Mutual will apply stricter underwriting ginning of this year to limit its volume in Maine to $2 ever, finding that Beatrice operated as a separate entity from Island Creek
guidelines to existing policies and plans to withdraw as million or less in 1985 In addition, it eliminated divi- The policy's description of the insured contained nothing "which Justi-

a servicing insurer for the assigned risk pool dend plans for new and renewal business fies piercing the corporate veil of Beatrice at the insistence of the insur-
"The Legislature has left us no alternative but to take Aetna IS studying the law, particularly the competi- ance company simply because Island Creek had the responsibility, as a

these drastic steps,” said Gary L Countryman, Liberty tive rating filing requirements, a spokesman said fiduciary under a management agreement, to place the insurance for Bea-

Mutual’s president The approximately 180 insurers that write workers trice and did so as part of a blanket policy insunng many operations in
"We have worked diligently for reform over the past compensation in the state are "pretty much outraged" several different industries," Judge Brieant's ruling said

(four) years, attempting to improve the system for our by the law, said Joseph DiGiovanni, vp of the New The ruling added the policy provision calling for use of substitute facili-

Boheyholders, for injured employees and for insurers England region for the New York-based American In- ties applied to Occidental's oil wells and to Island Creek, but not to Bea-
uring that period we have remained committed to surance Assn "We will have to see what will happen " trice, "which had no substitute facilities

Maine despite the fact that Liberty Mutual has lost $51 Besides being miffed at the Legislature, insurers also In placing this insurance, Occidental's experienced brokers disclosed

million (after investment income) in that period due to feel slighted by employers, Mr DiGiovanni said the properties covered and listed Beatrice separately on ItS schedule of

a combination of a costly benefits structure and grossly "We met with the business community at locations and properties insured, as a company operating a single mine
inadequate rates," Mr Countryman said in a statement length and we did support them in calling for a re- with no 'substitute’ facility available," Judge Brieant wrote

"While the law contains some modest benefit level duction of benefit levels and expected their support to The Judge-noting that Beatrice's two shareholders put up $5 million in
reductions, it also mandates an insurance rate reduc- have rates increased," he said "But they abandoned the capital and took out%10 million in bank loans to form the company-added
tion of 8%, despite the fact that actual costs are not insurance community " that Beatrice could not survive a shutdown without business interruption
likely to decrease by that amount This is patentI%/ un- In addition to the 8% rate reduction, the caps on fu- insurance or a pledge from Island Creek to carry its debt service
fair and will result in further underwriting losses if we ture increases and competitive rating, the new law "If Beatrice is considered, as it should be, as a separate free-standing
continue to underwrite a large percentage of workers - Freezes for the next three years the maximum economic unit, then there is no economic 'windfall' as defendant argues,"
compensation insurance in Maine," he said benefit at 16666% of the average weekly wage which is the ruling says

He emphasized that Liberty Mutual is not pulling out currently $447 92 Judge Brieant ordered the two sides to agree either on the amount of the
of the Maine market "Nor are we abandoning our - Caps benefit cost-of-living increases at 5% until loss or on the issues that remain unresolved, and to report on the status of
long-term policyholders with good experi- July 1988 the talks on July 9 Island Creek's Mr Shelton said there is a "good"
ence However, we intend to cut future losses as - Provides for a pension or Social Security offset for chance that the amount of the claim payment will be agreed on by July 9
much as possible, and the first step in that is to curtail workers compensation benefits But Stuart Cotton, American Home's lawyer, said it is "inconceivable"
any expansipn in Maine for the foreseeable future " « Requires employees to pay their own attorneys' that an amount could be agreed on by that date, adding that the two sides

Liberty Mutual, which wrote $45 3 million in direct fees when they lose a case Previously, Maine was the may agree on a method for arriving at a settlement
workers comp premiums in Maine last year, has about only state that required employdrs to pay all attorneys Mr Cotton, a partner with Rein, Mound & Cotton in New York, would
30% of the state's work comp market That includes fees, even if the employee lost not comment on whether American Home will eventually appeal Judge
premiums related to the assigned risk pool, a spokes- « Splits the assigned risk pool into two categories Brieant's ruling He added that American Home hasn't established its Own
man said, adding that Liberty Mutual IS the servicing one for employers with poor records and the other for determination of the amount of the Beatrice claim
insurer for about 50% of the policyholders in the pool smaller employers with good records Judith Roth, a lawyer with Phillips, Nizer, Benjamin, Krim & Ballon in

Other insurers that write a significant amount of Employers expressed Joy over the cost-saving provi- New York representing Beatrice, said the company hasn't established the
workers compensation coverage in Maine include sions of the new law, but admitted they had hoped for amount by which its claim would have been reduced if it had lost
Aetna Life & Casualty Co in Hartford, Conn, United further benefit cuts The other claim that may be affected by the decision involves another
States Fidelity & Guaranty Co in Baltimore, and St "We view the law as very helpful The workers com- business interruption loss suffered by VP-5 Mining Co, a joint venture
Paul Fire & Marine Insurance Co in St Paul, Minn pensation insurance system in Maine was in desperate between Island Creek and Alabama By-Products Corp

USF&G is also taking steps to reduce its workers need of a major overhaul The new law doesn't do A fire shut down the VP-5 mine from April 1982 until the fall of 1984,
compensation business in the state, according to Minor everything but ICS a step forward," said Robert when it resumed limited production, according to Mr Shelton
Carter, vp of government and industry affairs Turner, manager of public affairs with Champion In- Mr Shelton would not comment on the size of the VP-5 loss and said

"We will not be able to write the risks we have in the ternational Corp in Bucksport, Maine that a claim has not yet been filed with American Home, though he added
past,” he said Champion, based in Stamford, Conn, self-insures its that a claim is "imminent "

St Paul decided earlier this year to write less bum- workers compensation risks in Maine Mr Cotton, however, said that a preliminary number-unadjusted by
ness in the state Even if the Legislature had adopted "We stopped the bleeding with this new law," noted American Home-was in the neighborhood of $40 million
some modest reform measures favoring insurers, St Keith Ruff, regional governmental affairs manager for Mr Cotton would not comment on the Beatrice decision’s impact on the
Paul had determined months ago that they would not Atlanta-based Georgia-Pacific Corp, which also self- expected VP-5 claim, saying only that the two cases have "similarities and
significantly help, a spokesman said insures its workers comp program m Maine - differences They are not identical," he said
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Fireman's Fund June Hoffer, an analyst with many more surprises than they was called upon by the Californ.a Sanford | Weill as president of
Prudential-Bache Securities in would like," explained David Insurance Department to inject American Express was not unre-
Continued from page 2 New York, says that Fireman's Seifer, an analyst for First Boston $130 million m=o the insurer's stat- lated to the stock offering
heild Fund has "been a drag on Express' Corp in New York utory reserves kBI, Nov 19, 1984) Mr Weill had been trying to ar-
Stock analysts say American earnings for some time " Those surprises included a $4 American Express also added $70 range a leveraged buyout of Fire-
Express will hold 25% to 60% of The insurer posted pretax losses million first-quarter net operating million to Fireman's Fund's sur- man's Fund, but an agreement over
Fireman's Fund, depending on of $242 miillion in 1983 and $114 loss this year reported by Fireman plus the terms of the buyout could not
stock market conditions at the time million in 1984 Fund's property/casualty unit, That action Sollowed a similar in- be reached with the 52-year-old ex-
of the offering And traditionally American compared with a gain of $55 mil- Jection of cash ir. 1983, when ecutive, an American Express offi-
The recent downward cycle of Express management style "has lion in the first quarter of 1984 American Express boosted Fire- cial confirmed
the property/casualty insurance in- been to have steady and predictable In 1984, Fireman's Fund re- man's Fund's reserves by $230 mil- Mr wWeill will be succeeded as
dustry has taken its toll on Fire- earnings and not have any sur- corded aftertax operating income hon, causing a fourth-quarter net president by Louis V Gerstner Jr,
man's Fund, which in turn has prises, and | think the property/- of about $42 8 miillion compared loss for the parent (Bl, Dec 10, who will continue as chairman and
dragged down American Express' casualty business in the last three with $63 4 million in 1983 1983) chief executive officer of the

earnings years has presented them Wtth And, in 1984, American Express The announced resignation of American Express travel unit .

the professional marketplace

RATES AND CLOSING TIME:
Rates. Display classified is $73.26 per column inch, minimum of one inch, Straight
classified is $6.50 per hne, minimum of 5 lines. Count 34 characters per line (include
eachspace andpunctuationasacharacter) Additional $13 00 chargefor blind box
ads. Responses to bhnd box ads must fit into business size envelope. Reponses are

Closing. Published every Monday Copy must be m written form by noon
Tuesday, 6 days preceding publishing date. No verbal phone copy accepted
Prepayment required. Mail ads to Beverly Kluxdal, Classified Advertising,
740 N Rush St, Chicago, IL 60611 For more information call 312-649-5340.

forwarded daily.

OVER TWO THOUSAND NAMES!

Accurate mailing hst of risk man-
agers, brokers & service providers

Name, title, comp:

MIDWEST REGION
MARKETING MANAGER
Growing Third Party Administra-

any, mailing ad- | ) N .
dress Proofed m March, 1985 Julie torwithfullyinsuredgroupinsur-
Allan, Risk Mgt Institute, University ance products has a challenging

of Dallas, Irving, Texas, 75061

T.P.A. FIRM FOR SALE

Michigan Licensed, small but
profitable and growing Prin-
cipals and/or Business Bro-
kers invited to reply

Box 1769, Business Insurance
740 Rush St. Chicago, IL 60611

Avoid insolvency of your Insur-
ers, EVALUSTAT will perform fi-
nancial evaluation of your insur-
ers for $250 00 Recommenda-
tions included Send your list of

carriers to

EVALUSTAT
P.0 Box 8491
Phoenix, Arizona 85066

ACCOUNT MANAGER
Los Angeles brokerage firm seeks ac-
count manager for their Newport
Beach office Must have 10 yrs experk
enceincomm | lineswithatleast)yrs
of agency/broker experience Salary
range $28 000+ Please send resume
to

P O Box 55045
Los Angeles, CA 90055

| Attn JCT/Personal & Confidential

Business Insurance

Circulation

opening for an experienced Mar-
keting Manager The ability to
motivate sales representatives
and a proven record of success
are essential

We offer salary of $40-70,000
contingent on experience plus

bonus and automobile Our em-

ployees know of this ad Please
send resume with salary history
to
Box 169. Business Insurance
740 Rush St. Chicago. IL 60611

LOOKING FOR
wWC CARRIER

Trade Group of approximately
6000 members is looking for car-
rier to underwrite coverage e,ther
regionallyor nationally Approx,-
mately 2000 insureds generating
$5,000,000 in premium volume
with satisfactory loss ratio
Terms and structure of program
can be flexible Reinsurance help
may be available

Contact James Bradaninl. VP
Insurance Enterprises. inc

139 Day Street. NewIngton. CT 06111
1-800-243-8768 Nat

1-800-842-2210 CT

WANTED PROPERTY
& CASUALTY AND
LIQUOR LIABILITY

DIRECTOR OF RISK
MANAGEMENT

City of Pensacola, Florida seeks
head for Dept of Risk Manage-
ment Responsible for admints-
tering insurance and loss preven-
tion program, negotiating with
carriers, evaluating current in-
surance and risk areas Expert-
ence In self insured programs
highly des,reable Requires
bachelor's degree in business
administration, finance or related
field A CPCU, CLU or Associate
in Risk Management designation
from the Insurance Institute of
America Is preferred. and five (5)
years progressively responsible
administrative risk management
experience to include corporate/
municipal experience Salary ne-
gotiable to mid $30's annually
Submit resume by August 16,
1985 to L Wayne Etheredge, Di
rector of Personnel, City of Pen-
sacola, P O Box 12910, Pensa-
cola, FL 32521 Equal Opportu-
nity Employer

Assure

yourself top
quality
employees-
Advertise
your
openings
in the
Business
Insurance

Classifieds.

ATTENTION: AGENTS AND BROKERS

We will provide, for captive formation and program
underwriting, feasibility studies and program cover-
age designs for workers compensation and liability

risk pools and groups

Professional services, also Include coverage and sup-
port service facility arrangements

Contact Merle Colpron, CPCU

President

U.S. RISK MANAGEMENT

WANTED

THIRD PARTY

ADMINISTRATOR (T.PA))

For Upstate New York Educational As-
sociation. 5-10,000 insureds, $9 Million
Budget, Health & Dental Uninsured

Plan. Submit credentials on company

letterheads to:

Box 1772, Business Insurance
740 Rush St., Chicago, IL 60611

IDIIEECNMR OF
GROUP
INSURANCE
CONT"ACTS

SERVICES, INC.
1095 Federal Way
Boise, Idaho 83705

Breakdown™* CARRIER

We are a major group insurance carrier with

Commercial Consumers

Administrative:

To write $3 miillion of
business, with no claims

for the past two years, out

CEOQ's presidents and owners 2 513 of an $8 million book LI-

Vice-presidents, general managers and

other administrative personnel 2.573

Financial:

Chief financial officers and vice-pres,-
dents of finance 2,168
SSecretaries, treasurers, controllers and

other financial personnel 7,167

Risk/employee benefits:

Vice-presidents, directors. managers,
and other related depanment personnel
of insurance. nsk. employee benefits,
personnel. compensation, pension, sate-
ty. security Industnal relations, human
resources and employee/labor relations

8,206

Sub-total 22,627
Associations 1,081
Government, unions and

educational systems 944

Commercial Consumers
Sub-total . 24,652
Insurance agents and brokers 9,524
Insurance companies 5,867
Financial institutions 556

Actuanes, attorneys, adiusters, app rats-

ers and consultants 3,265
Others allied to the field, 1143
TOTAL . . _.45,007

* Source Business/Occupational break-
down of qualified circulation, Nov 5,
1984 issue, as submitted to BPA for Dec

1984, BPA Publisher's Statement

censed to do business

In Michigan preferred
Reply to PO Box 36,
Kawkawlin, Ml 48631

COMMERCIAL
UNDERWRITING MANAGER

Are you an articulate. aspiring,
high-energy, self-motivated, in-
novative professional'> A presti-
glous successful mid-south inde-
pendent agency has the oppor-
tunity for yout Functional man-
agementleadership mitiative and
strong underwriting skills util-
Ized to potential capacity Out-
standing salary commensurate
with experience Forward re-
sume’'lncluding experience, per-
sonal background, and refer-
ences to Box 1574, Business In-
surance, 740 Rush Street, Chi-
cago, IL 60611

Advertise your
openings in the
Business
Insurance

Professional

Marketplace.

(208) 342-4739

INSURANCE
ATTORNEYS

Fireman's Fund Insurance Companies m seeking
Insurance Attorneys for its General Counsel's
Office in Novato, California. You will have nation-

wide responsibilities in an active corporate legal

department

The positions available require experience In one
or more of the following areas agency and the sale
of insurance products; insurance regulatory com-
pliance; administrative law, insurance policy and

contract drafting

Demonstrated skills In analyzing, researching,
writing, negotiating, and drafting essential
Preference given to those applicants with property/
casualty experience Admission to a state bar is

also required

F,reman’'s Fund offers a competitive salary and
benefits program Please send your resume and

salary requirements to'

Fireman's Fund Insurance Companies

Human Resource Department -DP

777 San Marin Drive
Novato, CA 94.998 . i
4 An equal opportunity/affirmative

action employer m/f/h

FIREMANS FUND
INSURANCE COMPANIES

An American Express Company

more than 4,000 employer groups currently
under contract, and over $750 million m
group premiums and deposits We have a
"leading edge" market position as a result of
flexible productdesign andasalesnetwork of
representatives plus sophisticated brokerage
and consulting firms

Our new case installation process is
dedicated to serving oursales force with time-
liness and efficiency The groupcontracts de-
partment is a vital component In this
installation processas they preparespecimen
contracts and policies for submission with
proposals, calculate commissions, and
develop and file all group Insurance products,
agreements, certificates, booklets and
correspondence with the necessary state
insurance departments We are seeking the
right person to direct this group contracts
department

Quallified candidates will be willing to
relocate to our Midwest (not Chicago)
location and have 5+ years' expenencewith a
major group carrier The 5 years' experience
will be concentrated in the group contracts
area and must include direct management
responsibilities and close working relation-
ships with the sales force and underwriting
The ideal candidate will have a law degree in
addition to the above qualifications

The company offers a very competitive
compensation and relocation package We
also offer a very progressive benefits package
and a working environment that is very pro-
gressive and demanding

For prompt consideration, qualified can-
didates should send their resume and salary
history to

Box 1779, Business Insurance
740 Rush Street, Chicago, IL 60611

Equal Opportunity Employer M/F



Welli ngton Corp, Raymark Corp and Man- did not Join was Travelers shall resolve disagreements by ne- we don't feel it is to our advantage
ville Corp remain embroiled in the "It will accomplish a substantial gotiation, followed by non-binding to subscribe to it But that's not to
Continued from page 1 suit And, at least 11 of the major simplification of the trial no matter alternative dispute resolution and, say we will never be part of it "
defendants will be reduced, and the primary and excess insurers in the what," observed Mr Sayler if necessary, by litigation Mr Day said that the defense
trials may be completed sooner trial, the largest of all the asbestos For example, fewer parties will Owens-lllinois' deductibles were coverage provided in the agree-
"There will be a significant re- coverage cases, have signed the be in a position to object to evi- $100,000 and $250,000 ment is not as favorable as a cover-
duction in coverage litigation as far agreement dence at trial, and "that means a The Wellington agreement does age decision Raymark obtained
as asbestos goes," said Mr Restivo While these signers will continue shortened trial,” he says not supersede the litigation and set- against its insurers that is currently
of Pittsburgh-Corning, a principal in the San Francisco litigation to Not as fortunate in reducing its tlement talks because settlement on appeal in lllinois state court
negotiator of the agreement the extent their adversaries are not coverage litigation among the as- negotiations preceded the signing Robert Poyourow, an attorney
However, his own company re- signers of Wellington, everyone bestos producers signing Welling- of the agreement, Mr Shea said with GAF, said that it also has not
mains locked in litigation in Phila- agrees that the continuing litigation ton is Eagle Picher Industries Inc Owens-lllinois also is suing closed the door on Wellington "We
delphia with Travelers Indemnity should be smaller, shorter and It will still be in litigation with Aetna for coverage of asbestos-re- have always been considering Wel-
Co because Travelers did not sign therefore less costly because actions Kemper Group, Prudential Re In- lated property damage claims lington," Mr Poyourow said
the agreement involving coverage for bodily in- surance Co, AIG and American In addition to failing to settle But, he says the fact that GAF
The settlements with Wellington Jury claims between the signers Employers Insurance Co, part of most coverage litigation cases, the will not be Joined in litigation by
signers "takes us out of many Bill be dismissed Commercial Union Insurance Co, Wellington agreement could in- those that signed Wellington will
cases," said Mr Jackson “We be- "It's got to simplify" the litiga- because those insurers have not crease litigation, some suggest have no effect on GAF's ability to
heve it will reduce our legal costs " tion, said William R Irwin, an at- joined Wellington, said the com- Certain coverage disputes unre- win its cases
The coverage litigation "should torney for Fibreboard with the San pany's general counsel, James Ral- solved by the Wellington agree- To settle the insurance coverage
be sizeably reduced," said John F Francisco firm of Brobeck Phleger ston ment-such as whether policies ex- disputes between asbestos pro-
Shea Jr, vp and claim counsel for & Harrison "It's always easier to Only one of its insurers in two cluded asbestos diseases-must be ducers and their insurers, the Wel-
Aetna Casualty & Surety Co and litigate against a lesser number of SUIS It IS pUrSUIng, First State In- resolved between the Wellington lington agreement calls for insurers
spokesman for the Wellington parties than a larger number " surance Co , Joined Wellington signers under the facility's alterna- to cover all bodily injury claims
group With fewer parties, "we can try a "Unfortunately, it will not end tive dispute resolution mechanism against producers if the insurer was
The Wellington agreement, simpler case,"” he explains our coverage litigation," Mr Ral- This could mean that a policy- on the risk anytime from the time a
named for Yale Law School Dean Fibreboard had been litigating ston said of the agreement holder that has signed Wellington claimant was exposed to asbestos
Harry Wellington who chaired the with 10 insurers prior to the agree- "In terms of insurance litigation, will be litigating against non-Wel- until the manifestation of an as-
negotiations, provides the condi- ment but now will be litigating it did not have the result we hoped lington signers in court and partici- bestos-related disease
tions for asbestos producers and with only four The Chubb Corp, for when we originally got into the pating in alternative dispute reso- The coverage is similar to what is
their insurers to settle their cover- CNA Financial Corp, Home Insur- negotiations," he admitted lution with Wellington signers provided under the triple-trigger
age disputes ance Co, and American Interna- But, Mr Ralston said his enthusi- "It will be two places instead of theory handed down in Keene
The agreement also sets up an as- tional Group Inc, all of which did asm for the agreement and the one," said Mr Oshinsky, who rep- Corp v Insurance Co Of North
bestos claims-handling facility to not sign Wellington claims facility is not diminished resents various policyholders in the Amenca in 1981
dispose of asbestos bodily injury Armstrong World Industries Inc "We're very pleased," he said coverage litigation Regarding defense costs, the
claims out-of-court u-111 stop fighting over coverage for "We've supported this from the However, Mr Shea counters that agreement stops the duty to defend
But, just as the continuing litiga- bodily injury claims with nine of its earliest day " many coverage disputes between under pre-1966 policies upon ex-
tion in the coverage disputes raises 18 insurers The one case expected to be set- signers have been resolved, and haustion of policy limits But, if a
questions about the ultimate sav- "We certainly will have to pur- tled by the Wellington agreement that the alternative dispute resolu- producer exhausts all of its cover-
ings to producers that have signed sue our case with respect to prop- is an appeal by Keene Corp of a tion proceedings will not be that age for defense, Including excess
the agreement, opposition from erty damage and all non-signa- court decision limiting the Insur- costly "I don't perceive that the coverage, defense costs will be cov-
plaintiffs' attorneys to the yet-to-be tories of Wellington," said Robert ance Co of North America's duty amount or expense of ADR are ered by a defense fund established

opened claims facility raises ques- Sayler, an attorney for Armstrong to defend Keene comparable to litigation," he said by all the Wellington insurers
tions about its ultimate success in with the Washington, DC, firm of The appeal will be superseded by Those that have signed Welling- The agreement also caps cover-
handling and disposing of claims Covington & Burling the Wellington agreement since ton now hope that other companies age provided by policies that do not
(see related story) But, Mr Sayler added, the Wel- both Keene and INA have signed will Join the facility have aggregate limits and caps poli-
Of all the asbestos coverage liti- lington agreement means that "a up, said Keene attorney Jerold "It makes sense for those com- cyholders' deductibles under poli-

gation, the trial in San Francisco very significant portion of Arm- Oshinsky with the Washington panies to do this, and we would cies that do not have aggregate de-
involving five major asbestos pro- strong's coverage is now resolved firm of Anderson Baker Kill & hope the wisdom of what we are ductibles

ducers and more than 75 insurers by negotiation " Olick doing makes sense to those not sub-
could realize the most benefits This includes settlements with However, three other suits filed scribed," said Mr Restivo, repre- - )
from the Wellington agreement Aetna Casualty & Surety Co, Lib- by Keene will continue senting Pittsburgh-Corning ar;:zz‘;F:;Zdﬁi:sstsrfnmn\?vrrlsl::if;
Two of the five asbestos pro- erty Mutual Insurance Co, and Re- * A suit seeking coverage for Mr Jackson of Merrett predicted tries Inc, Carey Canada Inc, Celotex
ducers have signed the agreement hance Insurance Co, three of ItS bodily injury claims against three that many companies that did not Corp, Certain-Ted Corp, Dana Corp,
Fibreboard Corp and Armstrong four primary insurers The only pre-1977 excess insurers that did sign up probably will Eagle-Picher Industries Inc, Fibreboard
World Industries Inc, while GAF primary insurer of Armstrong that not join Wellington The defen- Some say that as more producers Corp, Flexitallic Gasket Co, Flintkote Co,
dants are CNA, Home and Ameri- and insurers Join Wellington, Genstar Corp, Hopeman Brothers Inc,
can Home pressure to Join will build on re- Keene Corp, Maremont Corp, National

Plaintiffs' lawyers criticize facil Ity - A'suit demanding coverage maining policyholders and insurers Gypsum Co. Nosroc Corp, and Nuclear &

for property damage claims filed in the underlying bodily injury liti- nyrenmen
Skepticism and even hostility to the Wellington agreement are emerging against its pre-1977 excess insurers gation or the coverage litigation berglas Corp, Owens-lllinois Inc, Pitts-
among plaintiffs’ attorneys . . o * A suit against its post-1977 ex- "It's apparent that if some parties burgh Corning CorP,HK Porter Co Inc,
While the agreement was being negotiated, some plaintiffs' attorneys cess insurers, filed June 21, seeking have lesser involvement in the liti- Rock Wool Manufacturing Co, Shook &
expressed reservations, but now that the facility is preparing to open, the coverage for property damage gation it means the burden shifts Fletcher Insulation Co, Thorpe Insula-

Also, Nuturn Corp, Owens-Corning Fi-

criticism m louder and more forceful claims and also coverage for bodily to other parties to carry the ball,"  tions, C E Thurston & Sons Inc, Turner &
"The manner in which they are setting it up is totally unacceptable to injury claims from those insurers one attorney said Newall PLC, Unijax Inc, and US Gyp-

my clients,"” says Ronald Motley of the Barnwell, SC, firm of Blatt & that have not Joined Wellington In the underlying litigation, for =™ ° )

Fales, who represents about 6,000 asbestos victims Even when all the parties to a example, fewer defendants may In addition, the names of five producers

. . . . . . . . . . who have signed have not been released
The claims-handling and claims-settling mechanism of the Wellington lawsuit have signed the Wellington mean that those that remain could The 16 insurers that Si%]ed the agree-

agreement depends upon the cooperation of plaintiffs' attorneys, who will agreement, the litigation may con- face paying higher damage awards ment are Aetna Life & Casualty Co,
be asked to present their cases to the Wellington facility sometime next tinue Last week, both GAF and Ray- American Universal Insurance Group, Bi-
Owens-lllinois Inc and its in- mark, two major producers that turninous Casualty Corp, CIGNA Corp,
Currently, there are more than 30,000 claims demanding damages for surer, Aetna, both signers of the have not signed the agreement, Continental Corp, Crum & Forster, Em-
bodily injury related to asbestos pending in the nation's courts agreement, will continue to litigate said that they had not closed the  Ployers Insurance of Wausau, Fireman's
Mr Motley charges that the producers and insurers have adopted a strat- the definition of occurrence for door on Wellington, but are not ~ Fund Insurance Cos, First State Insurance
ﬁgyﬂi(;rd(ier:;/n;gcgizr;tlffs adequate compensation and to continue litigat- purposes of a_pplylng deductibles ) rea;dy to Join . . ance Group, Liberty Mutual Insurance Co,
9 9 i o i . The Wellington agreement pro- "We haven't changed our posi- underwriters at Lloyd's of London. Re-
Defendants that had previously been more inclined to settle claims are vides that when per-occurrence de- tion, said Ral%mark general counsel hance Insurance Co, Royal Insurance Co,
now united with those that fought claims, creating a monolith, he con- ductibles exceed $25,000, the parties Harry Day "At this point In time, and Zurich-American Insurance Co |
tends Now, all defendants will settle or none will, he says
Those espousing "millions for defense and nothing for tribute" won over
the more-moderate defendants, he also charges
"Initially we do not intend to participate," said Aaron Simon, a plaintiffs
attorney in Los Angeles with the firm of Greene, O'Reilly, Broillet, Simon, Business Insurance gives you total news coverage of loss pre-
MeMillan, Wheeler & Rosenberg Y vention, risk financing and benefit management Every week

Annual subscription (52 issues) in U S dollars
Plaintiffs' attorneys remain "very skeptical” of whether plaintiffs will P ¢ )

Co, Harbor Insurance Co, Hartford Insur-

. o i X (Check here) Surlace Mail By Air.
benefit by the agreement The facility is more a "boon for the insurance USA 0 $52
mdustry" than beneficial to plaintiffs, he suggested Canada E] $68 0 $100
Not all plaintiffs' attorneys, however, are dead-set against the facility == - Bermuda (Air only) 0$ 97
Stanley C Levy of Levy, Phillips & Konigsberg in New York, who repre- Europe/Middle East (A,r only) 0% 97
All other foreign El $68 Rates on request

sents about 1,000 asbestos claimants, said he is unsure whether he will
0 new subscnption 0 renewal 0 payment enclosed

bri to the facilit
ring cases to the ftacility 0 bill me Obill company

He expressed concern about whether the facility will compensate certain o
disease victims who may not be physically impaired but have evidence of Igslﬁsransc% ww

an asbestos-related disease name (please pnnt)

And, he criticized the manner in which insurers and producers nego-

tiMer Levysraeiedmaintiffs' attorneys, who were originally to be included in

negotiations to set up the facility, ended up being excluded

Another plaintiffs' attorney said the facility would have to pay plaintiffs
-as would the tort system-for plaintiffs to participate

"Unless the facility competes with the marketplace, it isn't going to
work," said Paul Gillenwater, a Knoxville, Tenn, plaintiffs' attorney

"It's absolutely critical to the success of the entire undertaking,” he said

telephone

company

nature of bustness

0 business or El home address

"We're willing to give the Wellington group a shot We have an open eity state/country zip/postal code
mind " But, "that can close very quickly," he added El Please send information on your special 20%-011 group rate
. . for five or more subscnptions
John F Shea Jr, a spokesman for the facility and vp and claims counsel . ) -
. ) 0 | prefer not to recelve information or advertising by mat! from
of Aetna Casualty & Surety Co, says "we intend to have further meetings companies not affiliated with Crain Communications
with plaintiffs' attorneys " He said he is confident that the facility will win Mail to: Bustril- 1.'rance

the support of plaintiffs' attorneys i Circulation Dept 740 Rush Street Chicago, IL 60611 Hos
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ever, covered defense costs and in- amounts were apparently in excess equally among each of the three ' 1
demnity only after exhaustion of of what Northbrook argues is policy years from 1978 to 1981, "de- BeSt S ratl ngs

P&G's self-insured retention, and P&G's $10 million retention on the spite the fact that a disproportion- Contmued from page 1

P&G asks ruling

Continued from page 1

exceeded $1 million or all claims defense costs likewise were in- losses

assigned to one policy year ex- cluded in policy limits, the com-
ceeded $10 million plaint indicates
P&G filed a motion to dismiss

ate number of such claims and suits baby-that information is already

Northbrook is believed to have relate to personal injuries in the obsolete” (BI, Oct 1, 1984)

paid additional amounts since then, policy years 1979-80 and 1980-81
A P&G spokeswoman refused to though the additional payments covered by the Northbrook poli- considers underwriting, reserving

In evaluating companies, Best

the action on Jurisdictional grounds comment on the number of toxic haven't exhausted Northbrook's cies," according to P&G's com- and investment practices, manage-
or have it moved to federal court in shock claims now pending against policy limit for the 1979-80 policy plaint

Cincinnati That motion is still the company or the amount of year

pending damages sought

After filing its Suit in Ohio state

court, P&G also filed a new motion said that more than 422 lawsuits cess umbrella layer for the 1979-80 plaint says

to dismiss the Northbrook declara- and 222 claims were filed after policy year has not yet been
pierced by Rely claims.

tory action on the grounds that the 1980
coverage issues would be better re- P&G's complaint charges that

solved by the Ohio court Alternati- American Employers and Com- brook breached ItS policy obliga- be reached for comment North-

ment and whether a company's net

Commercial Union, which had resources could absorb an "unusual
James Noren, Pine Top's general the 1978-79 policy, disputes North- shock "
In its 1983 lawsuit, Northbrook counsel, says that the Pine Top ex- brook's allocation plan, the com-

Best's six alphabetical ratings
are A-plus and A (both denote ex-

Officials of Northbrook and cellence), B-plus (very good), B
Commercial Union either declined (good), C-plus (fairly good) and C

P&G also charges that North- to comment on the suit or could not (fair)

"Without an adequate Best's rat-

vely, P&G is asking the Chicago mercial Union have refused to pay tions by filing the 1983 declaratory brook stopped underwriting insur- ing, you're not really an accessible
federal court to stay its proceedings claims or defense costs attributable Judgment action against P&G in ance in January

until the Ohio action is resolved

company filed a separate lawsuit in costs itself
Ohio to add insurance company de-

to their policy periods, and that U S District Court for the North-
A P&G spokeswoman said the P&G has been forced to fund these ern District of lllmois in Chicago

The complaint also asks for a answer
While conceding that it has re- court ruling that Pine Top and

reinsurer-period,"said James G

None of the insurers named in Smith, president and chief execu-
P&G's complaint has yet filed an tive officer of Constellation Rein-

surance Co of New York, which

In its 1983 declaratory Judgment chose to forgo a rating this year

fendants that were not involved in ceived "partial and conditional re- First State must indemnify P&G action, however, Northbrook had rather than accept a lower rating
the earlier Northbrook action imbursement" of claims and ex- for any ultimate net loss that ex- argued that each of the toxic shock Constellation Re had a B-plus

Meanwhile, Northbrook has paid penses from Northbrook, P&G also ceeds the underlying Northbrook claims against P&G was a separate rating last year and an A rating the
P&G several million dollars to charges that It has been forced to policies This suggests that P&G occurrence and that the $10 million year before As a result, Constella-
cover Rely Judgments, settlements bear most of the settlement and de- believes that losses in the 1979-80 aggregate retention should apply tion will accept no new or renewal
and certain defense costs The pay- fense costs on claims attributable to and 1980-81 policy years may ex- Northbrook's suit also said that business beginning today, he said
ments have been made under a the Northbrook policy period haust the underlying $25 million P&G had claimed coverage for cer- Mr Smith says Best made certain
"non-waiver agreement," in which P&G's suit seeks a ruling that limit policies tam costs that Northbrook argued changes in its evaluation process
neither party waives its rights of American Employers is responsible In addition to the issue of inter- were not covered by its policies, in- that Constellation wasn't aware of
recovery in the pending litigation, for paying all defense costs on preting P&G's retention, the law- cluding costs related to research on until about June 4, when it was in-
according to court papers claims covered by ItS policies from suit asks the court to resolve a dis- toxic shock, P&G's toxic shock task formed of Best's decision

P&(Fs excess insurance coverage 1972-78 and that It must indemnify pute over "general expenses" that force, development of a computer- Because Constellation lacks a
between 1972 and 1981 included the P&G for Judgments and settle- aren't attributable to any particular ized toxic shock information sys- rating, Galaxy Reinsurance Co, of
following ments in excess of $500,000 (or claim tem, and salaries and fees of certain which Mr Smith is also president,

- Two policies written by $250,000 per person) up to its policy Northbrook has argued that P&G employees and outside coun- also will not carry a Best's rating
American Employers, a unit of limit these expenses should be allocated sel . this year
Commercial Union Insurance Cos The suit also asks the court to

One was for the period July 1972 to rule that Commercial Union must
July 1975 and the other from July pay all defense costs on claims cov-
1975 to July 1978 The policies car- ered by its policy along with Judg-
ried limits of $50 million over a ments and settlements in excess of
self-insured retention of $250,000 $1 million, and that Northbrbok
per person, $500,000 per occurrence must pay covered defense and in-
and $500,000 in the aggregate demnity claims exceeding $1 mil-
= One policy written by Com- lion
mercial Union covering July 1978 These demands suggest that
to July 1979 The policy carried a P&G's losses in the 1972-1978 pol-
hmit of $25 million over a self-in- icy years have exceeded P&G's
sured retention of $1 million per self-insured retention of $250,000
occurrence with a $10 million an- per person, $500,000 per occurrence
nual aggregate and $500,000 in the aggregate for
= Two policies written by the American Employers policies
Northbrook covering July 1979 to and the $1 million per-occurrence
July 1980 and July 1980 to July deductibles in the 1978-79, 1979-80
1981 These two policies also car- and 1980-81 policy year
ried limits of $25 million over a re- In arguing for application of the
tention of $1 million per occur- per occurrence retention, P&G
renee and $10 million annual ag- asserts in each case that "under
gregate the terms of the policy, all of the
- An excess umbrella policy Rely (toxic shock syndrome)
written by Pine Top through un- claims arise from the same occur-
derwriting manager Baccala & renee "
Shoop for the 1979-80 policy year The complaint does not define
and providing limits of $25 million the occurrence to which the claims
over Northbrook's $25 miillion in each policy year are related
layer under P&G's interpretation of the
< Another excess umbrella pol- coverage
icy written by First State, provid- However, since P&G is suing for
ing limits of $25 million over the coverage under policies predating
Northbrook insurance for the 1980- its 1977 introduction of the Rely
81 policy year tampon, it appears P&G may be re-
The American Employers and lating the definition of occurrence
Commercial Union policies pro- to product development
vided first-dollar defense cost cov- As of Apr” 1983, Northbrook had
erage, though defense costs were paid $49 million in undisputed
included in the policy limits, ac- claims for the 1979-80 policy year
cording to P&G's complaint and $700,000 in undisputed claims
The Northbrook policies, how- for the 1980-81 policy year These
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update

Beckett names say they'll sue

Continued from page 2

However, Mr Miller told Beckett syndicate members that Lloyd's
will not offer them any "financial lifeboat" to help them meet their
losses

The PCW 1985 Committee said Lloyd's actions "are unsatisfactory
and provide no prospect of a solution to this affair "

Despite the Beckett problems, however, Mr Miller said Lloyd's
syndicates should show an overall profit of 50 million pounds ($64 5
million) for 1982, the year Just closing under Lloyd's three-year ac-
counting system

Mr Miller released the results earlier than usual because of specu-
lation that Lloyd's would show an overall loss of 70 million to 100
million pounds for the period (Bl, May 20)

Some midwives get coverage

TRENTON, N J -Princeton Insurance Co has agreed to provide
medical malpractice hai)ility insurance to two birthing centers and
67 licensed nurse-midwives in New Jersey

The midwives are among 1,300 midwives threatened with the loss
of their malpractice coverage since Mutual Fire Marine & Inland
Insurance Co in Philadelphia announced it would not renew their
policies, which will expire this year (Bl, June 24)

According to Princeton Vp Don Smith, the new policies require
no deductibles or co-payments and have per-occurence and aggre-
gate limits of $1 million each

The midwives' annual premiums are $402 for midwives who do
not assist in deliveries and $1,609 for midwives who do The birthing
centers' annual premium will be between $7,000 and $10,000, al-
though the exact amount has not been determined

Previously, the centers paid $2,500 a year to Mutual Fire Marine,
while the midwives paid between $300 and $1,100 a year

Orient-Pacific names arbitrator

SANTA ANA, Calif -Orient-Pacific Insurance Agency, a Laguna
Hills, Calif, managing general agent, has named Bernard Hubsher,
a New York attorney, as its arbitrator in contract disputes with
Houston-based Ranger Insurance Co

Ranger has selected Wilham C Mcllwain Jr, a retired General
Reinsurance Corp official in Columbus, NC,as its arbitrator

At issue in the dispute is Ranger's right to restrict Orient's under-
writing authority (Bl, June 24)

lllinois malpractice bill signed

SPRINGFIELD, lll -lllinois physicians and insurers expect to
benefit when a medical malpractice reform law takes effect Aug 15

H B 1604, which reforms the state's medical malpractice law, was
signed by Gov James Thompson on June 25

The law

« Expedites procedures for dismissing defendants who were not
involved in the occurrence that led to the lawsuit

* Calls for review panels-composed of a Judge, attorney and
medical provider-to screen malpractice cases before suits may be
filed

« Limits attorneys' contingency fees to one-third of the first
$150,000 of medical malpractice awards, 25% of the next $850,000
and 20% of any amount exceeding $1 million

« Abolishes punitive damages in medical malpractice suits

Although physicians see the law as a victory, a spokeswoman for
the lllinois State Medical Assn said its members still want the law

amended to limit awards for pain and suffering

The company is now assessing its
options, he says

International Surplus Lines,
whose rating also was not assigned
in 1985, refused to comment Other
Crum & Forster units carry an A
rating, which is down from an A-
plus assigned to all Crum & Forster
units last year

Mutual Fire Marine, which car-
ried a B-plus rating last year, did
not respond to phone calls

Mead Reinsurance Corp of Day-
ton, Ohio, which had an A rating
last year, also is not assigned a rat-
ing this year

Mead Re was not assigned a rat-
ing for 1985 because a substantial
portion of its business is reinsured
with offshore companies not 11-
censed in the United States that are
themselves not rated by Best, says
Mead Re Senior Vp John Webb

Unlike past years, Best did not
recognize letters of credit posted by
such reinsurers in its evaluations,
several underwriters say

Most brokers prefer to use corn-
panies with at least an A rating If a
company has a rating below A,
most brokers say they analyze the
company and may request client
permission to use the insurer

"We look at those situations on a
case-by-case basis," says Robert L
Peretti, managing director of
Marsh & MelLennan Inc's Los An-
geles office

"We're going to take the position
companywide that we will not be
able to keep business in those com-
panies with omit ratings," said an
official at another large brokerage
The broker's errors and omissions
coverage does not respond to claims
involving companies with an omit
rating, he explained

The Mission Insurance Group
companies are among the more-
prominent insurers whose ratings
were omitted this year

Ratings for Mission Insurance
Co , Mission Insurance Co of
Texas, Mission National Insurance
Co, Mission Reinsurance Corp,
Holland-America Insurance Co,
Holland-America Lloyds and En-
terprise Insurance Co have all
been omitted this year All carried
an A rating last year

A Mission spokesman attributes
the omitted rating to the company's
losses in 1984 Mission Insurance
Group (MIG) reported a $198 mil-
hon loss last year, compared with a
$15 million loss in 1983

However, MIG is starting up a
new property/casualty insurer,
Mission American Insurance Co,
capitalized at $37 5 million

Continued on next page
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Continued frompremous page The company's surplus at year-end 1983 was $61 million, Ratings of some of the largest reinsurers have slipped, too
Mission American, which was expected to open for business according to Best The ratings, of North American Reinsurance Corp in New
todaglrvylll not be eligible for a rating until 1991, under Best's Mr Murphy says he IS not worried that the rating deferral York and Kemper Reinsurance Colin Long Grove, Ill.,
rating rules . . will discourage brokers from placing business with Bitumi- dropped to A from A-plus )
_The company, headquartered in Los Angeles, is expected to nous. Brokers recognize the company's new improved posi- Walter L White, Kemper Group treasurer, says, "Our basic
glck up man¥30f the policies now written by Mission Insur- tion and its affiliation with Old Republic, which has an A feeling is that because of the way Best did the test, we do not
nce Co (MIC) as they come up for renewal It will become rating et credit for substantial investments in our foreign subsi-

the.group's Chiéf underwriting llJnit folr new and renewal Also deferred is the rating for Northwestern National In- diaries " ' .
business, and gives MIG "a vehicle with which to go forth," surance Co, an Armeo Inc unit in Milwaukee That company Mr White explains that Kemper Re has more than $33 mil-
© Spokesman selys was rated B-plus last year lion invested in foreign operations that might not have been

Plans for the new company were under way before Mission The rating "recognizes the problems we've faced and the acknowledged under Bést's 1985 rating system o
officials were informed that their other companies would not actions we're taking to strengthen the company, including the Transatlantic Reinsurance Co in New York, which is

be rated, according to the sgokesman MIC and g}t}gr under- ca%tal enhani:(ement . program, according to an Armco Insur- partly owned by AlG, was given an A-Contingent rating, it
writing units will continue to operate, but "at a different ance Group spokesma previously had an A rating

'eve! . . o ) ) Armco is pursuing plans to inject more than $133 million Major reinsurers whose rating dropped to a B-plus from an
Mission American will initially write only workers com- into Northwestern National and another Armco insurer (Bl, A-plus in 1984 Include Prudential Reinsurance Co in New-

pensation business in California It will sbon begin writing April 8) ark, NJ, Skandia America Reinsurance Corp in New York,

other commercial propertx and casualty risks and personal Best deferred a rating for Wausau Insurance Cos, whose National Reinsurance Corp in Stamford, Conn, and Gerlmg

lines in Other states, the spokesman explains affiliates were previously rated B-plus, partially because of Global Reinsurance Corp, the U S operation of Gerling
The insurer will operate independently of other MIG subsi- "the severe losses we experienced in 1984 and other signifi- Group of West Germany

diariesi and none of its business will be pooled with that of cant changes we are undergoing " according to a Wausau Gerling Global's rating slip is principally due to under-
other MIG subsidiaries, the spokesman says spokesman Writing losses and a drop mgolicyholder surplus, to ?24 5 mil-

Mission American will share officers with Mission Insur- These changes include reducing or discontinuing some cate- lion at year-end 1984 from $37 million at year-end 1983, ac-
ance Co Ray D Johnson Jr, MIC president, will serve as gories of business, establishing more stringent underwriting cording to Bernd Vogelsand, senior vp and corporate secre-
Mission Américan president, chairman and chief executive criteria, increasing rates in many lines of insurance, selling tary Gerling Global's combined ratio last year was 1535%
officer William R Story, Ma!g) executive vp, will also be exec- some subsidiaries andlemphasizing categories of business with The rating for American Mutual Reinsurance Co in Chi-

utive vp at Mission Amieric L _ the most profit potentia ) . cago, a C-plus company last year, was omitted this year The
Other management changes at Mission include the election The Wausau spokesman declined to name what lines of remsurer suspended underwriting operations in February
of Carl H Lindner as chairman of MIG at the group's annual business Wausau is reducing or discontinuing and is running off its business, according to President Roy J

shareholders meeting June 20 The meeting was held in Cm- Also deferred was the rating for Pine Top Insurance Co in Hammond
cinnati-home of Mr Lindner's American Financial Corp - Phoenix Best deferred Pine Top's rating because of the in- Its surplus sits at about $5 million today, down from $9 5
instead of its traditional Los Angeles SIt;a . surer's recent change of ownership, according to Glenn G million at year-end 1983, according to Mr Hammond
American Financial now hoolds 49 9% of MIG's stock and a Herbst, Pine Top's preS|den.t . . The rating for Ohio Reinsurance Corp in Celina, Ohio, was
warrant to purchase up to 91 3% of the company ' Greyhound Corp sold Pine Top, which had a B rating last omitted for 7985, the company boasted an A rating in 1984
Mr Lindner replaces Edward A Smith, a Kansas City at- year, to San Francisco-based Whitney Financial Group in Ohio Re stop%d writing new and renewal business almost a
torney who had been chairman for the past 14 years Mr March Mr Herbst hopes Best will rate'the company next year ago Don W Montgomery, chairman and president, says
Smith’ declined to seek re-election and resigned as a director year the company has Improved “dramatically since year-end
after 20 years ) ] He also does not think the company will lose much business 1984, and if reviewed today, might be considered a B com-
New York-based Midland Insurance Co also received an because of the rating deferral pany
omit rating The drop in the insurer's policyholder surplus Insurance brokers and buyers will "be looking at the un- An Ohio Re affiliate, Celina Mutual Insurance Co, which
was the blggest reason, said Lawrence P Johnsen, secretary derlying financial stability In this hardening market, that had a B-plus rating last year, also had its rating omitted this
and general"counsel will be more important than the rating," he says year
Losses decreased Midland's surplus at year-end 1984 to $23 Pine Top's poIithoIder surplus at the end of March was Other companies to which Best assigned an omitted rating
million, compared with $57 million'in the prior year, Mr $132 million, up from $127 at the end of 1984 are
Johnsen said In 1984, Midland’s rating was B-plus The alphabetical ratings of some ma'gor property/casualty « Transit Casualty Co in Los Angeles, which temporarily
Midland continues to write new policies, Mr Johnsen re- commercial insurers also were changed by Best ceased all new and renewal_business about two months ago
ports, but only for workers compensation, short-line railroad For ex.amRIIe,.aII affiliates of American International Group Transit Casualty is assessing its financial situation and await-
risks, maritime risks like stevedores and other specialty hnes Inc, like National Union Fire Insurance Co of Pittsburgh, ing an audit to be conducted by Touche Ross & Co, accordin
It stopped writmg association and excess liability insurance Pa, American Home Insurance Co and Lexington Insurance to President Gerald DeGennaro It had a B-plus rating las
earlier this year, which had accounted for about half of its $75 Co, now carry a contingency attached to theif A-plus ratings year
million in net premiums in 1984 The contingency indicates that certain factors reviewed by - Four Armco Inc units that are running off their busi-
Mr Johnsen acknowledges that the absence of a positive Best fall below industry norms for that rating classification, ness Dallas-based Compass Insurance Co, which was rated B
Best's rating will cost Midland some submissions, but he re- but not substantially enough to warrant a full-step down- last year, Universal Reinsurance Corp, in Milwaukee, Ameri-
ports that because market conditions are tight, "We're still grade can Druggists' Insurance Co in Cincinnati, and Armeo Re-
seeing a lot of business " . o Sentry Insurance Cos in Stevens Point, Wis, sits with a insurance Co Armco Re has stopped taking on new business
Best also deferred the 1985 rating of Bituminous Casualty C-plus rating, down from a B-plus last year Commercial and is being absorbed by American Druggists
Corp, which had a B-plus rating last year Union Insurance Cos (U S ) dropped to B from B-plus Crum « Centaur Insurance Co in Chicago, a Borg-Warner Corp
The Rock Island, Ill, insurer hopes to regain that rating-or & Forster units, like Industrial Indemnity Co in San Fran- unit that has stopped writing new and renewal business It
receive a better one-by next year, said Robert L Murphy, cisco, dropped to A from A-plus, as did Royal Indemnity Co, was given an A rating last year

senior vp-insurance operations Royal Insurance Co of America and affiliates of The St Paul « Union Indemnity Insurance Co of New York, a Frank B.
Mr Murphy attributes the deferral to two factors The Cos Inc and American General Corp Hall & Co unit facing a rehabilitation attempt in New York

merger of the insurer's parent, Bitco Corp, with Old Republic The ratings of Fairmont Insurance Co in Burbank, Calif, (Bl, June 17)

International Corp earlier this year, and Bituminous' signifi- and Fremont Indemnity Co in Los Angeles-both prominent - Delta America Reinsurance Co, which had an A rating

cant financial imgrove_ment since the beginning of this year workers compensation insurers in California-dropped to B- last year but was ordered into rehabilitation in May after the

As a result, the 1984 figures are a poor reflection of its current plus from A Kentucky Insurance Department found the company ms01-

financial condition, he says The only leading commercial insurer for whom Best im- vent by $667 million at year-end 1984 (B, June 24)

Largely because of a capital infusion from Old Republic, proved a 1985 rating is Boston-based Liberty Mutual Insur- a
Bituminous has a policyholder surplus of about $47 million ance Co, which now boasts an A-plus rating It previously Associate Editor Carol Cain and Directory Editor Marilou
today, up from year-end 1984's surplus of S25 million, he says carried an A. Jones also contnbuted to this story.
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Brokers i i i . . . *
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Aletander & Alexander Sics NYSE 3000 1.3 0.0 1.00 3 3 30.25 29.38 545 8 Avemco Corp NYSE 28.63 -0.4 13.3 0.60 2.1 28.88 28.63 3.1
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VWhen itcomesto

administering insurance programs,

we're flexible.

Whether your business requires
complete insurance services or just
one feature of a service, AMSERCO

can give you what you're looking for.
We offer claim and loss control

sennces, claim administration
auditing, classification auditing,

and computer reporting services.
Each of these services is composed
of various features, giving you the
freedom to choose only those that
are right for you. What's more, we'll
work with you to create new features

to fit your special needs.

Backed by nearly 100 years
of liability insurance experience,
AMSERCO is in a unique position to
help identifj, your needs and create
programs to meet them.

Ifyou're a self-insuring company,
captive, reciprocal, or insurance
company, call collect: Carl DeFranco,
Insurance Services Manager, at (617)
245-6000. You'll find that when it
comes to administering insurance
programs, we're flexible.

AMSERCO

SERVICE

CORPORATION

Wakefield, MA 01880

INSURANCE SERVICES



