'‘busi

ThsurrnNo

leporting weekly for corporate risk, employee benefit and financial executives/$1.50 a copy; $60 a year

JULY 21, 1986

Ness

update

Senate clears expansion
of Risk Retention Act

WASHINGTON-Legislation to ex-
pand the federal Risk Retention Act
cleared the full Senate last Thursday
by a 96-1 vote, unencumbered by any
crippling amendments.

On a 69-27 vote, the Senate turned
back an amendment by Sen. Frank
Lautenberg, D-N.J., that would have
required risk retention groups to par-
ticipate in state guaranty funds in cer-
tain situations. The way it was writ-

Continued on next page
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Claims.made takes hold

39 states adopt

ISO's form, but
several still balk

By ROBERT A. FINLAYSON

After more than a year of intense lobbying
nd policy revisions by the Insurance Ser-
-ices Office, its claims-made commercial
:eneral liability policy form is available for
ise in 39 states, but five others have-or
ikely will-restrict its use, while six states
till bar its use entirely.

New York last week rejected ISO's form
or broad use, with the Insurance Depart-
nent issuing regulations restricting the use of
11 claims-made forms to primarily difficult-
O-insure and large liability risks.

Massachusetts and Texas seem likely to
dopt similar restrictions. And, Hawaii will
-35%, the lead of South Carolina by approv-
ng ISO's claims-made policy form, but with
he caveat that certain classes of businesses
nust be offered a choice between occurrence
nd claims-made policies.

Meanwhile, insurance regulators in Wash-
ngton and Vermont say they will not ap-

States' stand on

Gawall

Source: B/survey/Insurance Services Office

ISO's claims-made form

Insurers using
forms for excess,
vi hazardous risks

Wash.

Insurers so far are forcing the claims-made
commercial general liability insurance form

Mich Mass.
for primary coverage only on the most haz-
Neb N.J. ardous and largest businesses.
Del. Most other businesses are still able to exer-

va- cise their preference and buy occurrence

CGL forms for primary coverage, according
to interviews with executives of 23 insurance
brokerages around the country following the
July 1 policy renewal season.

However, when higher limits of excess in-
surance are sought, insurers-especially sur-
plus lines insurers-more often impose
claims-made policy forms, brokers say.

The result for many businesses seeking
high limits of liability insurance is a hodge-
podge of policy forms.

"In primary coverage, 90% of the risks are
being written on an occurrence basis,"
cording to Michael K. White, president and
chief executive officer of Alexander & Alex-

r---1 Available for use FR11 Available for restricted use

Restricted-use Notavaitable ac-
appfoval expected

Map: Amy Palmer

ander Inc., the domestic brokerage operation
of Alexander & Alexander Services Inc., the

,rove the form, while regulators in Michi-
:an, Nebraska, New Jersey and Virginia say
hey are waiting for more policy revisions or
nswers to their questions before they will
ake action on the form. And, the Delaware
nsurance Department is waiting for New
ersey to act and will follow suit.

To date, 39 states and the jurisdictions of
Washington, D.C., and Puerto Rico have ap-
proved the claims-made CGL policy form.
Pennsylvania was the most recent to approve
the form.

New York, Michigan, Texas, Nebraska and
Washington have approved the occurrence

form, but have not approved the claims-
made version.

Massachusetts, New Jersey, Vermont, Vir-
gina, Hawaii and Delaware have not ap-
proved either the new claims-made or occur-
renee CGL policy forms.

Continued on page 74

second-largest U.S. broker.

"The majority of insurers are applying an
underwriting approach to it. If they see a
long-tail exposure, they are applying claims-
made. If the risk is more average, they will
do it on an occurrence form," Mr. White said.

Continued on page 72

One year later, Wellington falls short of goal

By STEPHEN TARNOFF

. PRINCETON, N.J.-A year after the signing of the land-
nark Wellington Agreement creating the Asbestos Claims
'acility, a cornerstone provision to create an out-of-court
nechanism for settling asbestos claims is not in place.

And, it may be another six months before the alternative
ispute resolution-or ADR-mechanism is offered.

Facility members remain locked in litigation with more
han 30,000 asbestos plaintiffs, with an average of 800 new
laims filed every month. And, most settlements are reached
nly shortly before trial-just as they were settled before the
acility was created.

Futhermore, the facility has not attracted any more mem-
ers belnd the 34 asbestos producers and 16 insurers that
ignedhe agreement in June 1985, despite optimistic predic-
ions last year.

The facility, however, has settled approximately 4,000 as-
estos cases since it was established-more than the facility
xpected, its chief executive officer says. And, it has saved
nillions of dollars in defense costs for its members.

The Asbestos Claims Facility was created to solve the mas-
ive asbestos litigation problem: In June of last year, more
han 25,000 cases had been filed against asbestos producers by
vorkers injured from their exposure to asbestos, with tens of
housands more expected over the next 30 years. The ultimate

cost of these claims was projected at a low of $4 billion to a
high of more than $100 billion.

And, the asbestos producers were fighting with their insur-
ers over available insurance coverage.

When the producers and their liability insurers signed the
Wellington Agreement, they settled their insurance coverage
disputes, joined forces to defend cases and promised the de-
velopment of an ADR mechanism for settling asbestos bodily
injury claims.

Under the ADR mechanism, claimants would submit em-
ployment, medical and compensation history to the facility,
which would determine eligibility based on the claimant's ex-
posure to asbestos-containing products of facility members
and whether the claimant had an asbestos-related condition.

If the claimant were found eligible for compensation, the
facility would then attempt to negotiate a settlement. If a set-
tlement could not be reached, the facility would offer "a full
range of professional mediation procedures to promote non-
judicial resolution of claims,"” according to materials from the
facility.

Dissatisfied plaintiffs would still have the option of going to
court.

The ADR mechanism would substantially reduce the costs
of asbestos litigation, benefiting both defendants and plain-
tiffs, and settle cases more quickly and fairly, facility mem-
bers predicted a year ago.

"There is no question that this alternative to our court sys-
tem will satisfy the interests of the parties involved, espe-
cially the injured workers," said John Baldwin, president of
Pittsburgh Corning Corp., prior to signing the agreement.

"The Asbestos Claims Facility will relieve this legal night-
mare which has consistently troubled asbestos manufacturers
and insurers," said former Yale Law School Dean Harry H.
Wellington, who chaired the negotiations leading to the
agreement and for whom the agreement is named.

"It is also exceedingly important that the facility will pro-
vide new hope to asbestos-injured workers by offering a vol-
untary alternative to an inefficient and agonizingly slow
court system," he said.

And, John F. Shea Jr., vp and claim counsel for Aetna Cas-
ualty & Surety Co. and a major negotiator of the agreement,
said: "Since the facility will vigorously pursue negotiated set-
tlements and alternative dispute resolution processes, the
courts will also benefit by a reduction in case backlogs which
have clogged court calendars."

Now, however, some plaintiffs' attorneys doubt the facil-
ity's commitment to establishing an ADR mechanism.

And, they charge that the facility is merely a defense
agreement among producers and insurers to hold down de-
fense costs while encouraging litigation rather than settle

ments.

Continued on page 82
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Risk retention expansion O a

Continued from page 1

ten, the amendment only would have applied to risk retention
groups operating in New Jersey

Sen Paul Simon, D-Ill, proposed but later withdrew amendments

that would have amended the McCarran-Ferguson Act and would

have required insurers to report detailed financial information to

the federal government

Without objection, the Senate accepted amendments proposed by
Sens Slade Gorton, R-Wash, and Wendell Ford, D-Ky., that give
insurance commissioners more power to regulate risk retention
groups chartered outside their states

Sen Robert Kasten, R-Wis, said the overwhelming vote favoring
the bill significantly increases the chances that Congress will ap-
prove the legislation this year A similar measure IS pending in the
House Energy and Commerce Committee

The legislation would make It easier for businesses, trade groups
and municipalities to purchase all forms of commmercial casualty in-
surance-except workers compensation-on a group basis or to
form captive insurers, called risk retention groups, to pool risks

The current Risk Retention

Act, passed by Congress in 1981, ap-

plies to groups established to purchase or self-insure product liabil-
ity and completed operations coverage (Bl, March 31)

AIlG drops plans for new facility

NEW YORK-American International Group Inc abandoned
plans to form Excess Liability Holdings Ltd., a Barbados holding

company whose subsidiary,

Excess Liability Insurance Ltd, was to

provide general liability coverage excess of at least $25 million.

The facility, which needed $100 million in capital to begin operat-
ing, obtained commitments of only $60 million from potential spon-
sor corporations, including $10 million that was to have been contri-
buted by AIG, said John G Gantz Jr, an AIG vp.

Mr Gantz-noting that Excess Liability Insurance was taking too
long to attract needed sponsors-said that AIG decided to focus its
efforts on two other projects to generate new casualty capacity

One of these is Putnam Re, a new U.S casualty reinsurer that
started operating July 1 after receiving capital of $100 million from
AIG and several non-affiliated sponsor corporations.

American Home Assurance Co., another AIG unit, also recently

started offering liability limits

PepsiCo pays

of $25 million excess of $25 million

pension liability

CHICAGO-PepsiCo Inc. has paid $26 1 million of a $33.6 million
withdrawal liability owed the Central States Southeast & Southwest
Areas Pension Fund following a U S. District Court order last week

The court ordered that the remainder be paid between Aug 1,
1986 and June 1, 1989, pending arbitration of the dispute, said Mi-
chael J Kelley, the fund's executive assistant

The fund, which covers members of the Teamsters union, says
PepsiCo incurred the withdrawal liability when It began transfer-
ring pension coverage for employees to company-sponsored plans

from the multiemployer plan

The Multiemployer Pension Plan Amendment Act permits a mul-
tiemployer to demand payments from an employer withdrawing
from the plan to cover a share of the plan's unfunded liability.

PepsiCo refused to pay the withdrawal liability assessed by Cen-
tral States, contesting the test used to determine liability, said Mr
Kelley and a spokesman for White Plains, N.Y.-based PepsiCo

The fund's trustees calculated PepsiCo's withdrawal liability by
allocating the plan's unfunded vested benefits to PepsiCo in propor-
tion to the company's contributions to the fund, Mr Kelley said.

Refunds may

be put in escrow

TALLAHASSEE, Fla -Insurers may hold m escrow the pre-
mium refunds that a new law says must be returned to commercial
property/casualty poheyholders in Florida until a lawsuit challeng-
ing the constitutionality of the legislation is resolved

Leon County Circuit Judge Charles E. Miner ruled that the pre-
mium refunds, which would amount to 10% of the annual cost of a

policy and due Oct 1, can be

placed in escrow until resolution of the

lawsuit first brought by three major property/casualty trade asso-
ciations and 23 insurers (BI, July 7)

Since the action was filed, Nationwide Insurance Cos. and affiliate
Wausau Insurance Cos have joined the SUtt. Three State Farm
Group units also filed a similar suit

A hearing on the actions is scheduled for September.

Judge Miner refused to grant an injunction against a rate freeze,
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National trade associations

can sponsor VEBAs: Court

By JERRY GEISEL versing aUS District Court ruling
Benefit experts said the appeals court decision is wf
CHICAGO-Overruling the Internal Revenue Ser- come news to trade groups that haven't been sure w h
vice and a lower court, a federal appellate court says to do since the IRS ruled that national associatid
national trade associations can sponsor tax-exempt Vol- could not sponsor tax-exempt VEBAs
untary Employee Beneficiary Assns Most of the estimated 200 to 300 national associatioi
In a victory for trade groups and their members, the sponsoring VEBASs probably have disregarded the 19’
7th U S Circuit Court of Appeals in Chicago said the rules, experts say The groups have been waiting f,
IRS overstepped its regulatory authority when it ruled the IRS to audit the trusts before deciding on what a
out VEBA sponsorship by national trade groups in its tion to take

1981 final regulations on VEBAs Had the appeals court upheld the rules, trade associ
Those 1981 regulations, assailed by employers at that tions likely would have terminated their VEBAs
time said trade association VEBAs, also known as But the court victory "gives trade association VEBk

501(c)(9) trusts, only could be offered if employees of new life," said Jim Albertine, director of governmei
trade group members worked in the same geographic affairs for the 11,000-member American Society ,
area-a single city and its surrounding counties (Bl, Assn Executives in Washington

March 23, 1981) Later, the government slightly modi- Because of the decision, "VEBAs generally will r
fied its rules and said a trade association also could tain their appeal to trade associations that want to he
offer a VEBA if members' employees were located in members obtain affordable health care coverage Th

one state (BI, Oct 31, 1983) is great news for trade association VEBAs," Mr Albe
But the court, in a decision involving a 12-year-old tine added
VEBA established by the Lisle, Il -based Water Qual- "Many of us are breathing a sigh of relief," said Pett

ity Assn that now provides group life and health care Davis, a partner in the Chicago office of the law firm ,
coverage for about 700 of ItS 1,800 members, said the Keck, Mahin & Cate, which represented the victoria
Treasury had no authority to set geographic restrictions VEBA, known as Water Quality Assn Employee
on VEBAs Benefit Corp

"The requirement that certain VEBAs be confined to While hailing the victory, Mr Davis cautioned th
a geographic locality in order to qualify for tax-exempt the final verdict on trade association VEBAs is not 1
status necessarily narrows the scope of Section 501(c)(9) For example, other appellate courts, if they are fae€
and effectively attempts to legislate rather than inter- with the issue, could rule differently
pret the revenue laws," the appeals court said in re- Continued on page 1

Lloyd's expels
ex-Minet chief

U : Be us=gteaty

1 le se a™
for PCWV role
H MI 709, n ,--1 , "y ULS compani to
By STACY SHAPIRO Bermuaai s msurancelEndlremsuran compames will Deex
em | tr, 1,1 1 1|15 ta t aty
LONDON-LIloyd's of London is sign
expelling the former chairman of a ified treat would give Bermud t sam tax adv.antage
Lloyd's broker Minet Holdings rbadosnwon earliernislyea, aisoluncter/ treatymanam,u
PLC for his alleged involvement Bermuaallbac iniever ompetltlonW|tnpaa ba to w targ
in the misappropriation of at least 1T 15
39 million pounds ($58 5 million) in 'Dne]lederaillext'tax®St 961onrairectigremium an on rei
syndicate funds managed by PCW S |pa|C|tt0 ore|gbaseqcomoant
Underwriting Agencies Ltd Sexeralinew fnlg
Lloyd's last week expelled John in tnd|asdveado¥*1616usmessestoczeate neededi,nsurancexcapa -
Wallrock for participating in the Itv navelincorpor tea#nluarpaaostlonakeladxan efoutn exciseta
misappropriation, benefiting from exem tionildhe in ua 91. su anceNEta, aner 1 su a
the plot, deceiving Lloyd's and not utual. ERIME Ltd an mos ntly AE'@Ltd
returning the full amount misap- Premiums]Pal to:commerci insurers a Be ua
propriated . . .
Mr Wallrock could not be Bermua,6nasitorkgpoah* wi th Unit Sta
reached for comment last week o taincertainitaxiactxantanes¥hatiwioul nenttorhegaspectszoathe
Lloyd's ordered the expuIS|on istanals;economy, Imcludmgalleblconventlonbusmess rhemarpaaos
earlier this year, which Mr treat*however* increaseq 11—
Wallrock then appealed under reach:aniagr-eementtratt r 1Fn
Lloyd's procedures to Lord Wilber- , 8-9 matortsnorelinsurancelcente .
force, a former House of Lord's ‘Iheltreaty#waslsigned,inawasmnito b Bermud mi Joh
Judge (m, Dee 23,1985) wdanianqufS*assistant*eciretary01»fbjjif;, TL\*Ite ead
Lord Wilberforce upheld the ex- RremierS__ aninaslsaialneinopes*heatreaty*Millit,e;ratlfied b
pulsion, though he lowered the nam withi v r months "ongress i se to aal]OU 1
amount that Mr Wallrock will be early*& ber
ordered to pay to cover the costs of WiE*sounse General to Bermuda Max liriedersdorf thinks th
the disciplinary hearing to 90,000 atylstands anlexcellent chanceo Deingicatined, notlngp h
pounds ($135,000) from the 125,000 th su r o iden Keaga an th - asu, an btatelde
($187,000) that Lloyd's had pre- €ontinued 1Dace:47

Continued on page 81

Fremont seeks defense cost ruling

By STEVE TARAVELLA its operators, Virginia MeMartin and Peggy MeMarti

Buckey; and five others associated with it. Raymon

LOS ANGELES-Fremont Indemnity Co. is asking a Charles Buckey. Peggy Ann Buckey, Mary Ann Jacl
court to determine its obligations to defend a Manhat- son, Babette Spitler and Betty Ratdor The attornel
tan Beach preschool's owners and employees against retained by these individuals are named as "comina

civil suits charging sexual molestation defendants in Fremont's suit, filed by the fir:R of Bi
Fremont is providing counsel for the defendants chalter, Nemer, Fields, Chrystie & Younger.
under terms of a comprehensive general liability policy The Cumis decision held that when an insurer n

the Los Angeles-based insurer issued to the preschool serves its right to deny coverage later, a conflict of ir
from Aug. 1, 1980, to Aug. 1, 1983 The CGL policy terest exists and the insurer must give control of tk
earned limits of $500,000 per occurrence and $500,000 defense to the policyholder, who may appoint counsc

aggregate, court papers show. at the insurer's expense, explains Robert N Schiff, a
However, the insurer is reserving its rights to deny insurance attorney with Fisher & Hurst in San Frai
coverage for defense costs or indemnity payments cisco

A dispute arose when defendants in the nationally The decision has become "Topic A" among insuranc

62 paid at Chicago, lll, and at addi- publicized case retained five independent attorneys m defense and claims attorneys in the state, says M

8 tional mailing off:ces. Postmaster.
45 Send address changes to Business
56 Insurance, Circulation Depart-
46 ment, 965 E Jefferson Ave., De-
45 troit, Mich, 48207, 313-446-1611

3 Copyright 1986 by Crain Commu-

83 nications Inc

addition to the law firm Fremont appointed to repre- Schiff.
sent them Some have speculated that the Cumis decision wi
Citing a 1984 decision by the California Court of Ap- the basis for the Insurance Services Office's proposal 1
peals in San Dlego Federal Cred,t Union us Cumts In- include defense costs within the limits of its new CG
surance Society Inc, the MeMartin defendants de- policy. However, ISO says the Cumis decision, whi]
manded that Fremont pay for the additional counsel, "symptomatic of the problem we were addressing,"
the suit said not the reason it seeks to limit defense cost coverage
Fremont sued for declaratory relief July 7 in Los Fremont, having reserved its right to deny coveraE
Angeles County Superior Court, naming the preschool; Continued on page 7



Swarm of software

t's a buyer's market for low-cost RMIS

By STEVE TARAVELLA

For the risk management professional interested in an
information system but not a hefty price tag, system
vendors are introducing a wave of more economical al-
ternatives.

In fact, there have never been more software products
to choose from than there are today.

Independent software vendors are introducing a vari-
ety of new products to compete with those touted by
insurers and brokers. The emphasis this year is on risk
management software that runs on minicomputers and
personal computers, instead of the once-traditional
mainframe time-sharing arrangements.

For the cost-conscious risk manager, that is a wel-
come shift of attention, because both PC- and mini-
based systems generally cost less to buy and operate
than their mainframe counterparts.

Overall, hardware prices are coming down, while
software prices have remained relatively steady
over the past two or three years even though ven-
dors have enhanced their software. The result: im-
proved systems that are noticeably more affordable.

And, some vendors are beginning to offer *“unbun-
dled” RMIS products, enabling risk managers to buy
only certain parts of a system and spend less than they
would if they had to purchase the entire product.

“You'll get more for your $10,000,” says Bill Parry, vp
and marketing manager of M&M Client Information
Services, a division of broker Marsh & McLennan Cos.
Inc. that recently redirected its efforts toward consulting
from system development and sales (see story, page 7).

The increasing affordability of systems also has
attracted many risk managers at smaller em-
ployers to the RMIS market for the first time.

This group of potential buyers is helping system

vendors offset a drop in business from risk man-

agers at larger employers whose attention is

being consumed by more pressing matters, such
as finding insurance coverage (see story, page
10).

When risk managers shop for systems, most
often at business conferences and seminars, they
face a bevy of information systems, each as different
as the vendors themselves.

For example, while many vendors are independent,
several are affiliated with a broker or an insurer.

As for the RMIS products, some administer claims and

issue checks as well as perform analytical functions, and
some do not. Some can operate on either PCs or mini-
computers or both, virtually independent of vendor in-
volvement, and others use a PC or dummy terminal to
access the heart of the system, a mainframe computer
operated by the vendor off-site.

One of the newest systems, PRO-CLAIM, was intro-
duced to risk managers at the Risk & Insurance Manage-
ment Society conference in Toronto in April. PRO-
CLAIM, one of the few minicomputer RMIS products
available, is primarily suited for self-
insurers, yet so far has been pur-

chased only by an Atlanta third-party administrator and
MarinCo Inc., a San Antonio, Texas, managing general
agency that is part of retail broker Bayly, Martin & Fay
International Inc.

But that may change.

Manufacturer Conway Computer Consultants Inc. is
considering offering two less expensive versions of
PRO-CLAIM, albeit with somewhat fewer capabilities,
reports Harold Blaum Jr., Conway’s marketing director
in New Orleans.

Continued on next page

RMIS expense won’t sting top brass

By MIKE BRADFORD

Risk managers who can demonstrate they need the
number-crunching capabilities of a risk management in-
formation system to obtain coverage are having little
trouble receiving the approval of top management.

In fact, risk managers and consultants say it's easier to
convince management to invest in an RMIS when capac-
ity is tight and rates are high, because the company is
probably buying less insurance and management is more
inclined to approve investments to reduce exposures.

“I think anything that purports to give a risk manager
the ability to get a better renewal price or coverage
would have to receive a lot of attention,” observed
Arthur E. Parry, manager of risk management services
with The Wyatt Co. in Dallas.

Mr. Parry recalled a meeting with a corporate presi-

System’s hidden benefits

The RMIS at CertainTeed Corp.
helped the company purchase
claims-made excess liability
insurance—a benefit of
computerization that the company
never expected. See story, page 11.

User groups expanding

More RMIS vendors are
establishing user groups for their
clients to help solve software
problems and to keep their
system technology up-to-date. See
story, page 18.

dent who was considering the purchase of an RMIS.

“I talked to the president of a company whose premi-
ums were an exorbitant percentage of sales,” he said.
“When I told him what the cost would be to come in
with a system, he said, ‘Gee, that sounds like a lot.’

“But when I related it to the premiums he was paying,
he said, ‘Gee, that’s not so much.”

Mary Dilley, director of risk management for Thrifty
0Oil Co. in Santa Fe Springs, Calif., said she convinced
top management to invest in an RMIS by demonstrating
that the system would generate information the com-
pany would need if it were forced to obtain liability in-
surance on a claims-made basis.

“Because insurance is tougher to get, it is a matter of
spending money to save money,” she noted.

Ms. Dilley said she promptly educated management
on the need for better information-gathering capabilities

story, page 22.

Cost allocation on an RMIS

A primary function of most risk
management information systems is
allocating the cost of risk among
different corporate operating units
both accurately and efficiently. See

as the the push for claims-made forms grew.

In addition, Ms. Dilley and her supervisor attended a
seminar on information systems, she recalled. “He said,
‘Well, it's worth looking into.’ So, I did.”

Ms. Dilley also believes that her boss’s technical
know-how made it easier to convince him of the neces-
sity of a computer system. “The more he got into it, the
more interested he became,” she explained.

Thrifty's coverage was eventually written on an oc-
currence instead of a claims-made form, “but in the
meantime, management had all this information on why
a system was needed,” Ms. Dilley added.

But, Ms. Dilley anticipates that the company will
eventually have to buy claims-made liability coverage.

The company expects that the system it obtained from
The David Corp. of San Francisco will be on line

Continued on page 16

Finding the right hardware

Which type of hardware—
mainframe, minicomputer or
personal computer—will best serve
a risk management department’'s
information system requirements?
See story, page 26.
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spotlight report

Leading risk

System(s)
Vendors

CS ONLINE
Corporate S,stems

ARIS; Personal ARIS; Custom ARIS

Anistics Inc.

CRIS
CIGNA Cori:. 8 Corporate Systems

Royal/CS ONL NE
Royal Insur:,ce Group & CS

CARMA; PC CARMA; SAfLOR On-Line
Travelers Insurance Cc.

PC RISKMASTER; Mini RISKMASTER
SOFTEC Inc

SIGMA+

Risk Sciences Group Inc.

Source: Vendor question-,aires, 1-Kervevs.

management information systems

Number used by
employer d rectly

600

150;150;175

350

275

50; 22; 74

81; 15

50

Year first

installed

1978

1979; 1983; 1977

1983

1983

1982;1985;1984

1982; 1983

1978

Average ccmpletely
installed price*

$20,000

$5,000-175,000

$775-7,675; varies

Built into premium

Built into p-emium;

Cost varies for self-insurers

$45,000; $15,000,%$1,000

$1,000; $45,000

$25,00C-50,000

* Costs vary according to cia m volume, da-a base size, utilization and access charges.

Low-cost RMIS

Continued from previous page

If Conway proceeds with those
plans, all three versions of PRO-
CLAIM will run on PCs off mini-
computers ir. IBM's System 36 se-
ries. Their price tags would range
from from $12,000 to $35,000, which
is the cost of the current system in-
cluding training and installation.

PRO-CLAIM can be used by any
employer with 500 to 75,000 claims
yearly, and i: will maintain a five-
year claims history.

But Conway is not alone in its
foray into smaller systems to attract
risk managers whose pocketbooks
have precluded an RMIS purchase.
Among the other vendors offering
smaller systems are National Risk
Management Inc., an 8-year-old soft-
ware manufacturer in San Ramon,
Callif.; A&S Consultants, a small but
experienced software house in
Northboro, Mass.; and Corporate
Systems of Amarillo, Texas, the larg-

IN BUSINESS, THERE'S MORE THAN ONE RISK.

THATS WHYYOU NEED

AMORE-THAN MPANYAGENT.

Today's businesses face all Kinds of risks. From

computer losses to pollu*ion /iability. From prod-
uct recall to product liability. From business inter-
ruption losses to terrorism. And new risks are
emerging every day. That's whyso many busi-
nesses seek the advice of an independent

Second, independent Agents are profes-
sionak familiar with in-depph risk management wherever you see this symbo/.
techniques. So they can recommend creative
programs that utilize tradifiona/ insurance, se/f-
insurince, co-insurance, captives or a combi-
naticn that bestsuits yourspecia/ requirements.

You'll Cnd an Ir.dependent Insurance Agent

est systems vendor.

NRM, which sees "a tremendous
chunk of business out there”
among smaller employers, will in-
troduce in about three months two

scaled-down, less expensive ver-

workers compensation systems-
"one available for everybody'.
budget," according to Frank E
Amatelli, president.

alone PC-based programs, but their

into the risk manager's mainframe,
Mr. Amatelli explains.
NRM is doing "incredibly well" as.

Blinn, a consultant with Tillinghast,
Nelson & Warren in New York.

NRM's economy version is
mainly a claims monitoring and in-
formation system, rather than a
claims management system that
issues checks.

The standard and superior ver-
sions, both of which process claims
and generate a variety of reports,
are distinguished from each other
by their level of sophistication. For
example, in a work comp case, the
superior version will automatically
provide the amount of maximum
temporary and permanent disabil-
ity benefits upon entering the aver-
age weekly wage of the worker.
However, the user must know both
of those elements to compute bene-
fits using the standard version.

The economy version of either the
work comp or liability software will
cost $495 in a single-user format and
$990 in a multiuser format. The stan-
dard version is available at a dis-

both the work comp and liability
software. The total cost would be
$5,995 for the single-user format and
$8,990 for the multiuser format.

The superior version of either
the work comp or the liability soft-
ware costs $9,995 for the single-user
format and $19,990 for the mul-
tiuser format.

After hearing numerous risk
managers lament that they wanted
automation but could not afford the
five- and six-figure systems they
saw at trade shows, Northboro,
Mass.-based A&S Consultants de-
veloped four low-cost programs.

The modules, called RISK-
WATCH, will be introduced this
week, reported Carol Nashawaty,
president of A&S Consultants.

A&S previously designed the
predecessor of RISKTRAC, a RMIS
program now sold by Helmsman
Management Services Inc.

The modules for work comp
property, general liability and autc
liability claims cost $495 each and
operate on a stand-alone personal
computer. While they are best
suited for smaller companies, some
of the modules could be used by
Fortune 500 company plant manag-
ers to monitor claims of their re-
spective divisions, she noted.

The four modules are informa-
tion management programs, none
of which adjudicates claims or
issues checks. The work comp mod-
ule tracks information that safety
managers are required to keep by
the Occupational Safety & Health
Administration, Ms. Nashawaty ex-
plained, noting that OSHA repre-
sentatives had input into its design.

Corporate Systems also hopes to
reach smaller companies with its
two new products for property, cas-
ualty and comp exposures: CS
PRISM/36 and CS PRISM/Micro.
Of the two, both of which were in-
troduced in January, only
PRISM/36 offers claims adjudica-
tion and check-cutting capabilities.

The PRISM products are a de-

you Rependent

Insuronce 1 AGENT J
74 SERVES YOU FIRST /
. do

parture from the traditional main-
frame, off-the-shelf wares that
have earned the 19-year-old com-
pany its reputation as an RMIS
leader.

CS is "more willing to take on
really challenging assignments,”
observed Mr. Blinn of Tillinghast.

Continued on page 6

/nsurance Agent to help them anticipate and
manage those risks.

Why an /ndependent Agent? First, /ndepen-
denf Agents represent mary companies-not
iustone. So theycan find theprecise coverage
you need at t/,e bestprice. And theycan e/im-
inate overlaps and gaps in your protecNon.

Third, because Independent Agents repre-
sent you-notsomecompany-they can help
you reach a fast fair settlement.

No wonder more and mcre businesses-
/arge and sma#-re/y on Independent Agents

to protect them against today's risks. And
tomorrow's.

THE MORE-THAN-ONE-COMPANY
INSURANCE AGENT.



To depression-wearv older Americans
worried about living their retirement years
in poverts Social Security was an offer of
hope.

And for the most part, Social Security

has delivered on that promjse for fjfty years.

But todaw the ranks of older Americans
are growing like never before. By the year
2030,55 million people will be age 65 or
older. And some are wondering if programs
like Social Security will be enough to meet
the future health and financial needs of
this rapidly expanding group.

Clearly new ideas are needed to help

supplement programs like Social Securig
Medjcare and Medicaid.

At NWNL Group, were working on
a solution. It's a program called LifeScope:
It's designed to provide health and
financial security for a person's working
and retjrement years by sharing financial
responsibility among participating
individuals, employers and health care
providers.

LifeScopesM will be implemented
through traditional employee benefit
channels. But its comprehensive approach
to retirement care is unequalled in the
historv of employee benefits.

Obviously for an idea of this magnitude
to succeed, it will require the help of
government legislation, the participation of

health care providers and the support of
business in making LifeScopeM available to
employees.

NWNL Group invites each of these
institutions to join us in shaping our plan.
Contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 orcal] 612-372-
5784 for a detailed report on the problem
and how we can solve jt together.

Quijte obviously our task is enormous.
But so is the need.

THEFASTERTHINGS CHANGE,
THEMOREYOUNEED NWNE

WI NWNL GROUP

A disision of NorthWestern Nilitional Life kisunance Compans Minneapolis. \IN (not admitted in the State of New'York ). The North Atlantic 1.ife lllslimlice Company of America.Jericho. NY (A member of the NAINL (lompanies).
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spotlight report

Low-cost RMIS

Continued from page 4

The PRISM line reflects what
Scott Gilmour, vp-marketing, calls
"mainframe crossover services."
Both the PRISM/36, a minicom-
puter RMIS, and the
PRISM/Micro, a PC-based system,
give their users the control and
flexibility of a system in their of-
fices combined with the power of
mainframe data conversion.

For users of both products, CS
transfers the risk manager's claims
information from the magnetic
tape of insurers or TPAs into its

own mainframe computer in
Amarillo. The information is then

downloaded into the user's termi-
nal.

Users also can transmit data to
the mainframe so CS can print and
distribute the voluminous manage-
ment reports sometimes required of
risk managers. Regular loss runs
and ad-hoc reports, however, are
generated at the user's site.

Mr. Gilmour recommended the
PC version for risk managers with a
data base of 4,000 to 6,000 claims and
up to 1,000 new claims annually.

The minicomputer version is bet
ter suited for larger employers,
those with a data base of 5,000 to
300,000 claims and 10,000 or more
new claims annually, he advised.

Risk Sciences Group Inc. of At
lanta, a chief competitor of Corpo-
rate Systems, also plans to court
smaller businesses.

RSG, which also has offices in
Sausalito, Calif., and New York, is
developing a version of its popular
SIGMA+ product that will give the
user more control on a PC and re-
quire less use of a mainframe. That
version should be ready for demon-
stration by next year's RIMS con-
ference, said Richard F. Denning,
president.

Meanwhile, SOFTEC Inc. in Li-
vonia, Mich., is introducing a
stand-alone mainframe version of
its strong-selling RISKMASTER
system. The company already has
sold risk managers 80 PC-based
versions of RISKMASTER and 15
minicomputer-based versions.

The mainframe version costs
$120,000, but SOFTEC President
Mark E. Dorn pointed out that nu-
merous risk managers now pay that
much for only one or two years
under a mainframe time-sharing
arrangement.

The software arms of several in-
surers are giving independent ven-
dors a run for their money. The
Travelers Insurance Co., Liberty
Mutual Insurance Co., CIGNA
Corp. and Hartford Insurance
Group all offer their policyholders
access to an RMIS.

Mr. Gilmour of CS acknowledges
that insurers are becoming "more
important” in the systems market,
largely because they can price their
products competitively by building
charges into insurance premiums.

Mr. Denning of RSG pointed out
that in today's tight commercial in-
surance market, insurers can pack-
age virtually whatever services they

wish.

CS has created much of its own
competition: Through joint market-
ing contracts with about 14 leading
insurers and brokers like Crum &
Forster and Johnson & Higgins,
more than 4,000 risk managers
have access to some type of CS in-
formation system.

Insurers pose more competition
to independent RMIS vendors than
brokers now do, the vendors say.
The foremost reason is that insur-
ers are the primary source of data,
according to Mr. Denning. "Nobody

can substitute for that relation-
ship."

Travelers is trying to put three to
six policyholders monthly on-line
with PC CARMA, a time-sharing
arrangement in which the risk
manager draws claims and reserve

personal comuter in his or her of-
fice. A hard copy of the ir forma-
tion can be prin:ed in the risk man-
age's office.

Twenty-one policyholders use
the system today, but not just to
monitor coverage written by Trav-
elers. The insurer also will input
claims and pol.cy,information from
other insurers the risk manager pa-
tronizes, explained Nancy Netcoh,
a Travelers systems analyst in
Hartford. Travelers converts the
data other insurers send it, usually
on magnetic tape, and the insurers
charge the risk manager a fee.

The system, one of three differ-
ent :nformation systems offered by
Travelers, is not intended to pro-
cess claims or issue checks.

Travelers charges policyholders
for PC CARMA based on their
claims volume. All but one PC
CARMA user is a Travelers policy-
holder, but the company also mar-
kets the system to self-insurers and
policyholders of other insurers, Ms.

Insurance is supposed to help you avoid a
loss thatcanieopardizeyour business.

What's much less apparent is how a poorly
administered plan can nickel and dime you

Netcoh noted It is suited for em-
players with 500 to 1,500 claims an-
nu ally.

While Travelers is focusing on its
PC products, Boston-based Liberty
Mutual is working with stand-
alcre Wang minicomputer and
IBM mainframe RMIS procuots.

Through its Helmsman Manage-
ment subsidiary, Liberty is market-
ing RISKTRAC to policyholders as
well as non-Folicyholders. At an
average price of $30,CO), com-
ple tely installed, 20 systems have
sold, 18 in the minicomputer ver-
sion and two in the recertly level-
:Fed mainframe version reported
Barry Kaditz, director-information
systems marketing and sales.

Atout five of the 20 Eumnasers
either self-insure their property cr
casualty exposires or insure them
cornmercially, he estimated

Liberty also is develop.ng a PC-
based version of RISKTRAC,

which should be introduced next

vear.

Brokers also are touting their
own RMIS merchandise. Among
them are Rollins Burdick Hunter
Co., Arthur J. Gallagher & Co.,
Fred S James & Co. and Alex-

ander & Alexander Services Inc.

A&A's RMIS arm, Anistics Inc.
in New York, is a leading RMIS
provider competing with Corpo-
rate Systems and Risk Sciences
Group Inc. for the business of
major cor]:orations. While Anistics
has sold more systems than most
other ver dors, it has been less visi-
ble recen:ly than in previous years.

That s because the company is
focusing on redesigning some of its
software products, according to
Richard B. Hall, executive vp of
Anistics He declined to describe
the enhancements in progress but
promised :hat the company will
make "a b.'. of a splash" with them
in the near- future.

"Were pilling in our horns a lit-
tle bit. but it won't be for much

longer," NIE. Hall said.

KAN system to 51 risk managers
about 80% of whom are RBH bro-
kerage clients, estimated Gan
Spirduso, second vp.

RISKAN's users are both self-in-
sured and commercially insured
employers, most of whom access.
their claims information on a PC ir-
their offices by tapping into RBH"!
mainframe in Trevose, Pa.

permits the risk manager to pro-

on-site, while having the largei
bound volumes of reports printed
by RBH, which then distributes
them to the appropriate locations
for each user.

Like Travelers' PC CARMA
RISKAN can accommodate claims
information from outside sources
such as TPAs or other insurers. Foi
instance, an insurer can send RBH
tapes containing information about
coverage RBH did not place.

going up, how you and your insurance

company work together day-to-day is going

tain costs.

to make a difference in your ability to con-

to death.
With property and casualty premiums

information from a Travelers
mainframe either in Hartford,
Conn., or Norcross, Ga., utilizing a

At Sentry, we've responded to the changes
in the marketplace by making our traditional i



Con tinued ftom previous page

The risk manager pays the data conversion
fee.

The typical RISKAN client has at least
3,000 claims annually, Mr. Spriduso esti-
mated, and there is no limit to the number of
ilaims the mainframe can handle.

Installation charges have ranged from
F1,000 to $63,000, depending on the number
)f years of claims history, the degree of
ilaims detail and the cost of transferring
ilaims information to RISKAN. There also
ire ongoing charges based on claims volume
knd anticipated report production. These
nave ranged from $1.500 to $81,000 annually,
according to RBH.

Clients of any Arthur J. Gallagher & Co.
init can use RISX-FACS, a mainframe time-
share RMIS product offered by subsidiary Gal-
lagher Risk Data Inc. in Rolling Meadows, lIl.
Unlike some other vendors, Gallagher takes a
iundled approach, usually offering its RMIS
inly in combination with other services, such
as its pure brokerage services.

Most RISX-FACS users are claims adminis-
.ration clients of Gallagher-Basset Insurance
Services or brokerage clients of AJG who have

National Accounts insurance, Risk Manage-
ment and Laboratory Services function as

a single, coordinated unit.

So you have every option available to you
when you plan your insurance program.

Call715/346-6863.

no independent tie-in to the data base. But if
they choose, risk managers can access their
claims information on RISX-FACS with a
dummy terminal or with MICRO-FACS, a PC
risk management program.

About 20 of RISX-FACS' 400 users have
instant access to claims data, about half via
MICRO-FACS and the rest with a dedicated
terminal, according to Bob Gallagher Jr., as-
sistant to the president-product research &
development.

At least 20% of RISX-FACS users are pub-
lic entities, while the largest user group prob-
ably is Catholic diocesan organizations, ac-
cording to Mr. Gallagher.

Most RMIS products are designed to be
used by insurance managers in almost any
profession. But some of the most successful
are developed specifically for one industry.

For instance, Cantor & Co. in Beverly Hills,
Calif., has sold more than 100 of its Patient
Care Monitoring System (PCMS), which is a
stand-alone PC software system for hospitals.
While the system tracks incident reports, one
of the bedrocks of hospital risk management, it
also handles infection control, discharge plan-
ning and utilization and admission review, ex-

seen gets to you.

Sentr

plained Alan B. Cantor, president.

PCMS, one of about six Cantor RMIS prod-
ucts, sells for $15,000 with a $2,400 annual
support charge after the first year.

Most of PCMS's current users are quality
control professionals, and about 20% to 30%
are risk managers, Mr. Cantor estimated.

In addition to the independent vendors, in-
surers and brokers, several risk management
software products are marketed by com-
panies better known for providing financial
services other than in risk management.
These include Coopers & Lybrand, Ernst &
Whinney and GAB Business Services Inc.

Coopers and Ernst & Whinney of New
York each market a stand-alone loss
projection and reserve analysis program for
personal computers.

Coopers' EXHIBITMAKER PLUS can be
used by companies with as few as 30 to 50
work comp, general liability and auto liabil-
ity claims annually, according to Richard
Fallquist, director of actuarial services in
Seattle. Most of EXHIBITMAKERS' 84 users
are insurers, but its risk manager users in-
clude the city of Portland, Ore., and the state
of Alaska, he noted. Coopers says that the av-

And get to us, before something unfore-
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erage completely installed price is $7,500.

Some use EXHIBITMAKER as an adjunct
to their RMIS-so much so that Coopers is
developing specially formatted programs that
risk managers can use to convert data from
leading RMIS systems to EXHIBITMAKER,
Mr. Fallquist noted. The new software should
be out within four to six months.

Ernst & Whinney's answer to EXHIBIT-
MAKER is MicroRESCOMP, a PC-based
product with similar objectives. E&W sold
the system for $16,000 about a year ago but
refuses to discuss cost or sales figures today.

GAB, the national Parsippany, N.J.-based
adjusting and appraisal firm, has sold seven
of its Centurion RMIS products since the sys-
tem was introduced at the 1985 RIMS confer-
ence in New Orleans.

The Centurion user, in a time-sharing ar-
rangement, draws claims information onto a
dummy terminal or PC from a mainframe at
GAB headquarters.

Centurion processes work comp and prop-
erty,casualty claims, but GAB has not com-
pleted its analysis functions, explained Mike
Mullen, project leader of GAB's information
S uwup o cort cgrcaouagpo o -

M&M changes
RMIS focus

NEVWV YORK-Like Corroon &
Black Corp. and Reed Stenhous€
Inc. before it, leading broker Marsh
& MelLennan Cos. Inc. is retrench-
ing from risk management infor-
mation system software develop-
ment and sales.

M&M Client Information Ser-
vices has put its products on the
back burner to concentrate on sys-
tem consulting, service and custo-
mization, chiefly for M&M bro-
kerage clients.

CIS is marketing RMIS needs-as-
sessment services to help risk man-
agers find an appropriate informa-
tion tool.

This includes evaluating systems
already on the market and devel-
oping mainframe system specifica-
tions for large employers that want
in-house control of their systems,
explained Dave Horton, manager
of systems development.

Mr. Horton, the only staff mem-
ber of about 10 who stayed with
CIS after it closed its PC software
development division in Atlanta,
said CIS currently is designing
specifications for one employer's
in-house claims-processing system,
which will involve both PCs and a
mainframe computer.

While a CIS consultant may rec-
ommend that a client purchase a
CIS software product, CIS is not
aggressively marketing its prod-
ucts, said Bill Parry, vp and mar-
keting manager in Appleton, Wis.

CIS products include RIMSTAR,
a mainframe time-share arrange-
ment; MAESTRO, a $30,000, stand-
alone PC system; and Micro Claims
Manager, which sells for less than
$5,000 and is designed for com-
panies generating up to only 500
claims annually.

CIS will continue to enhance
MAESTRO, although "not as rap-
idly as before,” Mr. Horton said,
but will not enhance RIMSTAR.

CIS will support existing users of
both systems; MAESTRO has about
12 users, about 10 of which are also
M&M brokerage clients.

CIS also is closing its operations
in Houston and Long Island, N.Y_,
and will maintain offices in New
York, Chicago and San Francisco.

This shift of strategy mirrors
M&M's decision almost two years
ago to stop administering work
comp claims for self-insured em-
ployers and instead advise employ-
ers that wanted to take administra-
tion in-house (BI, Nov. 5,1984).

M&M is the third major retail
broker in three years to leave its
software development and sales ef-
forts for system consulting. Affili-
ates of Corroon & Black and Reed
Stenhouse took that step in Jan-
uary 1984 and March 1984, respec-
tively (BI, Feb. 18, 1985).

-By Steve Taravella
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opinions

Making Wellington work

TPHE ASBESTOS CLAIMS Facility should heed the
1 advice of its chief architect and engage an inde-

pendent mediator to help establish an alternative dis-

pute resolution mechanism for bodily injury claims.

An ADR mechanism is critical to the success of this
noble experiment in handling massive toxic tort litiga-
tion. Without it, the facility will fail miserably to solve
the asbestos litigation crisis.

In the last 12 months that the facility has failed to set
up an ADR mechanism for bodily injury claims, more
claims have been filed against asbestos producers than
the facility has settled. Comparable numbers are not
available, but it's clear litigation is mounting. New
claims filed in 1985 totaled more than 9,000, but the
facility settled only 4,000 claims in the last 12 months.
And the claims settled were filed years ago.

We agree the facility has succeeded in two of its
three goals. It settled the disputes over insurance cov-
erage for bodily injury claims among asbestos pro-
ducers and insurers that signed the Wellington Agree-
ment creating the facility. And, the facility has reduced
defense costs incurred by these companies.

These important achievements should not be over-
looked.

It was senseless for insurers and policyholders to
spend so much time, effort and money to litigate the
meaning of insurance policies-with nearly everyone
arguing a different meaning-when almost all the
judgments provided the maximum coverage for the
policyholder. The array of policy interpretations was
reaching the realm of the ridiculous.

Reducing the amount asbestos producers and their
insurers spent on defense costs was equally important.
There is no doubt that eventually all recoverable insur-
ance for asbestos claims will be exhausted-leaving
only the financial resources of the asbestos producers to
compensate future claimants. Therefore, the less insur-
ance money spent on defense costs, the more there will
be available to pay claimants. This becomes all the
more important as primary limits of liability insurance,
which cover defense costs outside policy limits, are ex-
hausted. The next available coverage, excess policies,
charge defense costs against policy limits. Every dollar
of defense charged against an excess policy limit is a
dollar that won't be paid to a deserving claimant.

No one should forget how high those defense costs
were mounting: $1 was spent on defense for every dol-
lar that was paid to an asbestos claimant, according to a
study from the Rand Corp.'s Institute for Civil Justice.
And, another 71 cents went to plaintiffs' attorneys.

But, the Asbestos Claims Facility should not be
merely a cooperative defense mechanism. If that's all it
is, then the AFL-CIO was right last year to criticize its
development. The union's attorney, David M. Silber-
man, warned before the facility was created that the
asbestos producers and their insurers would "use their

new-found harmony to wage a unified war of attrition
against victims who seek compensation.”

The union also told its members that only the threat
of big defense costs incurred by asbestos producers
forces settlements.

At the time, we thought the AFL-CIO was unfairly
harsh and unduly skeptical. Unfortunately, to date, the
facility has not proved the union entirely wrong. The
4,000 claims settled in the last 12 months may be an
all-time high, but so is the volume of pending claims.

The Asbestos Claims Facility now should move
quickly to develop the ADR mechanism for settling
bodily injury claims.

And, the best catalyst for action is to bring in a me-
diator to chair negotiations between the facility and
plaintiffs' attorneys, as Yale Law School Professor
Harry Wellington advises.

Professor Wellington knows what it takes for as-
bestos defendants and their insurers to reach agree-
ments with plaintiffs' attorneys. He was the mediator
for the 21/2 years of discussions that preceded the sign-
ing of the Wellington Agreement.

A mediator is needed not only to speed up the devel-
opment of an ADR mechanism, but also to restore the
credibility of the facility with plaintiffs' attorneys who
are frustrated with its slow progress in settling claims.

We also advise the facility to stop being so secretive
about amounts paid to settle claims. An ADR mecha-
nism will work only if claimants and their attorneys
think they will get a fair deal in settling their claims.
And, they will believe they are getting a fair deal only
if they know what other plaintiffs are receiving.

After the facility implements an ADR mechanism, it
should turn its negotiation efforts to resolving the dis-
putes over coverage for property damage claims and
providing an ADR mechanism for settling property
damage claims against asbestos producers.

Professor Wellington has commented that the parties
are waiting for more court decisions on the property
damage issue to draw the parameters for the negotia-
tions.

We think that is a waste of litigation costs and the
courts' time. The producers, their insurers and the
plaintiffs can, in good faith, define reasonable parame-
ters for their negotiations and proceed.

The Asbestos Claims Facility faces difficult tasks.
But, it must set up the ADR mechanism for settling
bodily injury claims. If it fails to accomplish this goal,
courts will be clogged for years to come with suits filed
by tens of thousands of asbestos claimants.

Claimants entitled to damage payments for their in-
juries will suffer not only from their ilinesses, but also
from the delays in receiving their rightful compensa-
tion and from the needless waste of money litigating
cases that everyone agrees would be in the best interest
of plaintiffs and defendants to settle.

Court ruling on VEBAs long overdue

YRADE ASSOCIATIONS are celebrating an impor-
1 tant-and overdue-employee benefit victory.

A decision earlier this month by a federal appellate
court in Chicago recognized what employers have been
saying for years: 1981 regulations drafted by the Inter-
nal Revenue Service that said national trade associa-
tions could not sponsor tax-exempt Voluntary Em-
ployee Beneficiary Assns. were an abuse of regulatory
authority (see story, page 2).

Under those rules and a minor change made in 1983,
trade groups are allowed to operate tax-exempt VEBAs
to fund employee benefits only if members' employees
work in a limited geographic area. That ruled out
VEBASs sponsored by national trade groups whose
members' employees are scattered across the country.

But the appeals court said that if Congress wanted to
impose a geographic limitation, it would have done so
when it passed legislation authorizing the trusts.

While federal agencies often must interpret vague
legislation, rules confining trade association VEBAs to
specific geographic areas to obtain tax-exempt status go
beyond interpretation, the court said. We wholehear-
tedly agree.

But we caution employers that this appellate court
decision may not be the final word on the issue. Other
cases are bound to wind their way through the courts,
and other appellate courts could rule differently.

It is also possible that the Supreme Court might re-
view the issue or that the IRS and Treasury Depart-
ment may ask Congress to draft new legislation that
would overturn the appellate decision.

We hope that if other courts or legislators consider
the issue that they will keep in mind a key purpose of
Section (501)(c)(9) of the tax code: to assist employers in
providing health care coverage to their employees. Ar-
bitrary geographic restrictions defeat that purpose.
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Market crunch impedes RMIS shopPin

By STEVE TARAVELLA

INn a classic case of Catch-22,
many risk managers strongly sus-
pect that a risk management infor-
mation system could ease pressures
created by the tight market, but
they don't have the time to look for

And, because of those con-
straints, those who have managed
to set aside some time are rushing
to buy rather than just looking, ac-
cording to system vendors.

"They've been so busy with im-
mediate problems that they can't
address problems of the long term,’
observed Richard F. Denning
president of Risk Sciences Group
Inc. of Atlanta, which offers the
SIGMA+ information system.

Scott Gilmour, vp-marketing for
competitor Corporate Systems of
Amarillo, Texas, said risk manag-
ers are "so wrapped up in trying to
get some kind of quotation or locate
a source of insurance that they
have very little time to put together
a risk management information
system."

"Precisely at the time they need
more information, they don't have
access to it," concurred Barry Ka-
ditz, director of information system
sales at Helmsman Management
Services Inc., a Liberty Mutual In-
surance Co. unit in Weston, Mass.,
that markets RISKTRAC.

The news is the same at The
Times Mirror Co. in Los Angeles,
which is now installing informa-
lion system software.

'We wanted it by the end of the
year, but there's no way we'll make
that deadline. With renewals being
so hard, we haven't had the time,"
said Sharon A. Urban, assistant
director of risk management.

Thrifty Oil in Santa Fe Springs,
Calif., also knows the difficulties of
RMIS-hunting in this market.

"It's like a two-edged sword, be-
cause part of putting your program
together is having the loss informa-
tion," noted Mary Dilley, director
of risk management.

A fter looking at several software
products for about four months, in-
cluding systems developed by Risk
Sciences and Cantor & Co. in Be-
vorly Hills, Calif., Thrifty chose
P&Cplus, developed by DAVID
Corp. in San Francisco. The sys-
tem, which processes property/cas-
ualty but not workers compensa-
tion claims, probably will be in-
stalled over the next month, Ms.
Dilley estimated.

It will be the first P&Cplus in-
stallation.

Even those risk managers who
make the time to shop for an RMIS
today do not have the luxury of lei-
surely browsing through confer-
ence exhibit halls as they might
have several years ago.

"They're not just shopping to
browse; they're more interested
and determined to find a system,"
said Mr. Gilmour.

Sales figures seem to bear this
out: Corporate Sysetms' 1985 sales
were double those of the previous
year, enabling the company to rec-
ord a profit of more than $1 million
for the first time, Mr. Gilmour
pointed out.

SOFTEC Inc. of Livonia, Mich.,
also reports heavy business. Instal-
lations of its popular RISKMAS-
TER system have increased about
200% from this time last year, says
Mark E. Dorn, president.

Mr. Dorn agreed that many risk
managers have gone "from the
gawking stage to the I've-got-to-
get-it-quickly stage."

RISKMASTER is a leading RMIS
product sold in stand-alone main-
frame, minicomputer and personal
computer versions.

Frank E. Amatelli, president of
San Ramon, Calif.-based National
Risk Management Inc., also agrees.

He said that if NRM were to have
the same number of potential RMIS
buyers as it had last year, the ven-
dor would sell more of its systems
today than it did a year ago.

NRM sells two RMIS products,
one for workers compensation and
one for liability exposures.

Perhaps to make the most of
what little shopping time they
have, or perhaps due to a general
maturation of the profession, risk
managers are better informed
today about RMIS products and
how they can be put to use, accord-
ing to most vendors.

While many risk managers are
unable to make an RMIS a top pri-
ority now, most vendors say they
have not noticed a significant drop
in inquiries about their systems, be-
cause another group of buyers have

Introducing

taken up the slack. The vendors say
that typically risk managers with
smaller budgets now are able to
consider an RMIS purchase for the
first time because of the falling
costs of PC-based stand-alone sys-
tems (see story, page 3).

Another significant group of
RMIS shoppers consists of risk
managers who by circumstance or
by design find themselves self-in-
suring for the first time and now
need expanded number crunching
capabilities.

"If they leave the commercial
market and take on these responsi-
bilities themselves, they have to
have these tools," said Richard
Fallquist, director of actuarial ser-
vices at Coopers & Lybrand in
Seattle.

Coopers & Lybrand markets EX-

Our New Line
..One Size Fits

Groups of

10 fo 99

HIBITMAKER PLUS, a software
product specifically designed to an-
alyze liability loss reserves and
project future losses based on expe-
rience.

An RMIS product should assume
greater importance in risk manag-
ers' overall strategy when turning
to self-insurance, vendors advise.
At this point, "it becomes abso-
lutely critical-you're mastering
your own destiny," said Robert
Gallagher Jr., assistant to the presi-
dent in product research & devel-
opment at Gallagher Risk Data Inc.
of Rolling Meadows, lll., a subsidi-
ary of broker Arthur J. Gallagher
& Co. GRD markets a mainframe
time-share RMIS arrangement,
RISX-FACS, to clients of any Gal-
lagher subsidiary.

"If you're self-administered as

Provident Mutual Group Sales and Pension Offices
Atlanta Suite 990, 211 Perimeter Center Parkway, Atlanta, GA 30346 (404) 393-1300 - Baltimore/Washington Suite 408,20
Columbia Corporate Center, 10420 Little Patuxent Parkway, Columbia, MD 21044 (301) 598-4800 « Charlotte Suite 1111, United
Carolina Bank Building, 212 South Tryon Street, Charlotte, NC 28281 (704) 376-6209 « Chicago Area Suite 240, 1100 Jorie
Boulevard, Oak Brook, 1L 60521 (312) 325-9222 - Detroit Area Suite 204,26200 Lahser Road, Southfield, Ml 48034 (313)
354-5850 e Florida Suite 330,555 Winderly Place, Maitland, FL 32751 (305) 660-0801 « Greensboro PO, Box 10400, Greensboro,
NC 27404 (919) 294-4240 - New England Russia Wharf, 4 Central, 270 Congress Street, Boston, MA 02210 (617) 423-4283 *New
York Suite 700, 150 East 52nd Street, New York, NY 10022 (212) 759-0111 e North & Central New Jersey Suite 301,600 South
Avenue, Westfield, NJ 07090 (201) 233-3400

well, you'd have toge in the Dark

Ages not to consider a significant
information system," observed Bill
Parry, vp and marketing manager
at M&M Client Information Ser-
vices in Appleton, Wis., an RMIS
subsidiary of retail broker Marsh &
MeLennan Cos. Inc.

When leaving an insurer-sup-
plied or vendor-supplied RMIS for
an in-house system, risk managers
are advised to expect some kinks.

For example, a new self-insurer
sometimes faces an obstacle getting
claims and loss data promptly and
in good form from the former pro-
vider, which now has little incen-
tive to do so.

Also, no, all system vendors are
capable of transferring data effi-
ciently from the former source to
the new information system. -

- »r¥44; ... 46»84
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CertainTeed RMIS does more than expected

By DAVE LENCKUS

VALLEY FORGE, Pa-Cer-
tainTeed Corp.'s risk management
.information system, as expected, is
allowing the company's small risk
management department to spend
more time managing risks rather
than generating reports.

But, nobody expected the RMIS
would play a major role in the com-
pany's efforts to obtain excess lia-
bility insurance.

Kenneth M. Krenicky, director of
risk management for the manufac-
turer and distributor of building ma-
terial, energy conservation, and
water and wastewater products, be-
lieves the company would not have
been able to obtain the coverage in
January without the aid of the sys-

tem.

CertainTeed's broker, Marsh &
MelLennan Cos. Inc., reported then
that any excess liability insurance
the company would be able to pur-
chase in London would be written
on a claims-made basis, but the
company first would have to pro-
vide the excess underwriters with a
10-year loss history on a claims-
made basis.

Risk management attempted to
convert the company's previous 10
years of occurrence-based loss ex-
perience history to a claims-made
loss history, but Mr. Krenicky rea-
lized a week before he was to leave
for London that the department
would not have the report pre-
pared. He then turned to the RMIS
to generate the report.

"That was something | didn't
even foresee," Mr. Krenicky said,

referring to the need for the system
to produce such a report. "I knew
the system would be very flexible,
but that was its first test.”

The RMIS, which went on line
last year, consists of three systems
offered by Atlanta-based Risk Sci-
ences Group Inc., a subsidiary of
Crawford & Co.

The three systems are the:

- SISDAT system, which is the
basic system that produces reports
from claims data handled by Craw-
ford & Co.

- SISDAT+ system, which
allows CertainTeed to tap Risk Sci-
ences' mainframe computer in At-
lanta and, for example, make in-
quiiries on individual claims and
make additional data entries. In-
corporated into this system is the
NOMADZ2 data base language.

Insurers’ and claims administra-
tors' tapes are processed through
the mainframe computer, but re-
ports are produced at CertainTeed
on a Toshiba P1351 printer. The
company uses an IBM 5150 micro-
computer to tap the mainframe.

- Sigma+ system, which allows
claims data from sources other than
CertainTeed's current insurer and
claims data from several current
claims administrators to be com-
bined into a single report. In addi-
tion, the custom-designed litigation
management element of Certain-
Teed's RMIS is built on the Sigma+
system.

Prior to selecting the RMIS in
1984, CertainTeed already had con-
tracted with Risk Sciences that
year to prepare loss projection anal-
yses of its product liability expo-
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sures. And, in 1985, Crawford be-
came CertainTeed's claims admin-
istrator for its commercial general
liability, auto liability, product lia-
bility and insured workers com-
pensation programs.

Mr. Krenicky said the decision
two years ago to implement an
RMIS was made after his first two
years as risk manager at Valley
Forge, Pa.-based CertainTeed, a
subsidiary of Compagnie de Sainte-
Gobain of Paris, France,

During that period, Mr. Krenicky
said he treaded in a sea of duplicate
files and inaccurate loss runs.

The risk management and legal
departments were maintaining du-
plicate files on product liability
claims, which represent the major
portion of claims against the com-
pany. The legal department was
sending risk management 2,500
sheets of paper every week con-
cerning those cases. And inaccurate
information in loss runs from the
company's insurer often resulted in
inaccurate premium charges to the
company's seven operating groups,

which the company's controller
then had to correct.

"l said there must be a better
way," Mr. Krenicky recalled. He
wanted a system that would enable
his department to maintain accu-
rate claims information in order to
allocate premiums properly to dif-
ferent operating groups under in-
curred-loss retrospectively rated li-
ability insurance programs, vir-
tually eliminate paper files and
help the risk management and the
legal departments minimize litiga-
tion costs by tracking litigation
matters more closely.

"Eventually, | hope to have no
hard files or files only on specific
large claims," Mr. Krenicky said. "l
don't need hard copy that often. |
just need information."”

Mr. Krenicky believes that Cer-
tainTeed management readily ap-
proved implementing an RMIS be-
cause the integrated system was
designed to aid the legal depart-
ment and the controller's depart-
ment as well as risk management.

CertainTeed has annual sales of
$1.2 billion and employs 7,500 at 94
sites nationwide-of which 30 are
manufacturing and 20 are distribu-
tion facilities. Most of the other
sites are sales offices. Its five manu-
facturing and two distribution divi-
sions serve three industry seg-
ments: fiberglass products, building
materials and piping products.

CertainTeed's primary general lia-
bility, product liability and auto lia-
bility coverages have been written
since January 1985 by National
Union Fire Insurance Co. of Pitts-
burgh, Pa., a subsidiary of American
International Group Inc. The insurer
also writes the first $5 million layer
of excess liability insurance.

INn addition, National Union
writes CertainTeed's workers com-
pensation coverage in Texas, where
the company has 32 facilities, and
in several other states, none of
which has more than a couple of
facilities, Mr. Krenicky explained.

Most of the company's policies
are written on an incurred-loss re-
trospectively rated basis, with Cer-
tainTeed retaining the first
$500,000 per occurrence, Mr. Kren-
icky pointed out.

Claims under these programs are
administered by Crawford & Co.

CertainTeed self-insures its work
comp exposures in another 14 states
up to the first $1 million per claim.
Work comp claims in those states
are handled by Fred S. James & Co.
of New York.

The company is hit with between
8.000 and 9,000 claims annually, ap-
proximately 90% of which are in-
sured, according to Mr. Krenicky.
Of that total, 4,000 involve con-
sumer-oriented product liability
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Continued from previous page
claims of less than $1,000, and
$3,000 are workers compensation
claims, he said.

The company also has asbestos
exposures, primarily from employ-
ees of companies that have used
CertainTeed's asbestos-lined ce-

ment sewer pipes, dockworkers
who unloaded asbestos material
and railroad employees that used
asbestos materials to insulate pipes

in railroad passenger cars.
"It's no secret that we had an as-

bestos risk and still do. It's a mini-
mal risk, but there still are a lot of
claims,"” Mr. Krenicky said, adding
that asbestos-related claims repre-
sent a small portion of the total
claims against CertainTeed. "We
only have one attorney involved in
that, and it's not his full-time job."
According to Mr. Krenicky, Cer-
tainTeed, along with most of its
former and current insurers, have
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signed the Wellington agreement
under which asbestos producers
and insurers have settled coverage
disputes and which sets up a
claims-handling facility to dispose
of asbestos bodily injury claims
out-of-court (see story, page 1).

But, Mr. Krenicky added some o'
the asbestos-related claims agains.
the company also involve property
damage, which are not covered by
the Wellington agreement.

Besides the problems with dupli-
cation of effort between risk man-
agement and the legal department,
an RMIS became necessary to accu-
rately record claims involving the
diverse products the company
manufactures and distributes, Mr
Krenicky explained.

While many of the claims against
CertainTeed-such as work comf
and auto liability claims-are rou-
tinely reported on loss runs by in-
surance company claims handlers,
claims against the company involv-
ing some of its products are not so
common and often were reported
incorrectly on loss runs.

"We make large sewer pipes,"
Mr. Krenicky noted. "For a claim
handler, that will probably be the
first time he'll handle that type of
claim, and it will probably be the
last time."

Prior to implementing the RMIS,
a clerk in the risk management de-
partment had to review the loss
runs from CertainTeed's insurer to
double-check that claims were
charged against the proper product
line and operating group. When
mistakes crept into loss runs and
subsequently into reserve alloca-
tions, operating groups' loss re-
serves were improperly charged.

Not only are loss runs more accu-
rate with the RMIS, but the risk
management department also can
generate reports more quickly.

For example, the department
previously would spend from sev-
eral days to as long as a week
checking the claims data from its
general liability insurer and its
work comp claims handlers for
each type of risk and for each oper-
ating group, and then prepare a
quarterly report for the controller's
office.

The department now can gen-
erate each report in a day. A pri-
mary reason is that the system gen-
erates a single loss run report from
the loss run tapes of the three com-
panies administering claims for
CertainTeed: Crawford, Fred S.
James and Aetna Life & Casualty
Co. of Hartford Conn., which wrote
most of CertainTeed's liability cov-
erage between 1976 and 1984 and
still is providing CertainTeed with
loss reports.

Without the RMIS, the risk man-
agement department would be
handling separate loss runs from
each company.

"It really has saved us quite a bit
of time and manpower," noted
Robert Connor, assistant risk man-
ager. "It's quite a cumbersome re-
port that we put out. It goes to the
vp of manufacturing and the group
controller. It saves us some aggra-
vation and the controller from
wondering where charges have
come from. It shows changes from
quarter to quarter and by plant.”

Mr. Connor added that Certain-
Teed goes back to 1976 to make
quarterly loss reserve adjustments
concerning general liability and
workers compensation claims for
each division.

In addition, CertainTeed in some
cases can update its loss informa-
tion more often than it was able to
previously. For example, the com-
pany can get daily updates on its
self-insured work comp claims
from the computer at Fred S.
James.

Another key feature of the sys-
tem is that it automatically adjusts
the cumulative reserves for an op-
erating group and a product line
and compares those figures to the
budgeted figures, eliminating the

Continued on page 14
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Continued from page 12
need for the department to make
those adjustments manually.

Mr. Krenicky noted that the sys-
tem also "is only a step away" from
automatically transferring the data
entered into the risk management
files to the controller's office.

That accurate data, including
properly allocated claims to prod-
ucts and operating groups, also
helped CertainTeed to secure the
upper layers of its excess insurance
program, Mr. Krenicky said.

"When you go to the excess in-
surers, they want to see accurate
data. And London companies have
a tendency to send in American
law firms to check your loss data.
They're looking for organized, or-
derly and accurate records. They
want to know that you have a good
loss run, a good system in place,"
Mr. Krenicky noted.

"Excess insurers are looking for

reasons not to talk to you," he
added. "They couldn't give me any
excuses not to look at our loss
runs.”

CertainTeed's excess liability un-
derwriters, led by H.S. Weavers
(Underwriting) Agencies Ltd.,
wanted that information on a
claims-made basis, even though
CertainTeed's liability coverage
has been written on occurrence
forms for the past 20 years.

But the RMIS produced a loss
history accurate enough to satisfy
the insurers' requirements. Risk
Sciences utilized the system to con-
vert CertainTeed's occurrence-
based loss history into a claims-
made history by using the dates
that CertainTeed's insurers entered
claims into their systems.

"That's not necessarily Certain-
Teed's claims-made date, but it'11 be
within a couple weeks or a month,"
Mr. Krenicky said, because the

company always promptly reported
claims to its insurers.

The RMIS produced a claims-
made loss history that broke down
losses by dollar amounts, year, line,
product type and operating group.

And, it generated the loss history
in one week. "If this was tried on a
(stand-alone) microcomputer, you
could turn it on today and come
back at the end of summer," noted
Andrew R. Daniels, vp-operations
at Risk Sciences' New York office.

Excess liability insurers also
were impressed with the litigation
management element of the RMIS.

CertainTeed designed the "com-
puterized tickler system" to track
and help control litigation ex-
penses. "It's a unique twist we put
into the system that you couldn't
buy off the shelf,” Mr. Krenicky
explained.

For example, that aspect of the
system provides CertainTeed's gen-
eral counsel with a calendar of up-
coming court dates and depositions;
tracks the legal fees of defense at-
torneys retained by the company

nationwide by product type, case,
type of case and law firm; lists
which insurers are involved in a
case; identifies exposure dates; and.
for asbestos-related claims, breaks
out the percentages of a claim for
which insurers are responsible.

Mr. Krenicky believes that Cer-
tainTeed's computer system even-
tually will be able to interface with
Wellington's computer system. By
so doing, Wellington would receive
CertainTeed's asbestos-related in-
formation as the company enters it
into the litigation management sys-
tem, which would eliminate the
step of copying that information
and sending it to the facility.

"It will eliminate paper flow, co-
pying time and allow us to know
how we're doing at any time," he
said, referring to the number of as-
bestos-related claims against the
company and associated costs.

Mr. Krenicky maintains that this
element of the RMIS also greatly
aided the company in its efforts to
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Year firm founded

/982

8 Does your firm provide:
A Emp oyee Education Programs Yes NO
B Employee Education Materials Yes No
C Employee Information Une Yes NO
D. COST BENEFIT GUARANTEE Yes No
E No Charge Reports and Analysis Yes
R Re-Insurer Discounts Yes NO
° If your firm is selected, how long between execution of contract and' implementation.

Total years executive staff actively involved in utilization review 00#40 4€au
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purchase excess liability insurance
because excess insurers want assur-
ances that the claims are being
handled properly.

At a seminar during the Risk &
Insurance Management Society
conference in Toronto in April, Mr.
Krenicky stressed that self-insur-
ers especially need litigation man-
agement systems to assure excess li-
ability insurers that their claims
are being handled properly (B,
April 28).

In addition, CertainTeed's legal
department is utilizing the system
to track non-insurance-related liti-
gation, Mr. Krenicky noted.

Currently the RMIS is tracking
only insured losses, but eventually
risk management will utilize the
Sigma+ element of the RMIS to
track uninsured losses and allow
the company to accurately allocate
the costs of uninsured losses to each
division.

And, within the next few
months, Mr. Connor plans to begin
utilizing the system's graphic capa-
bilities "to capture the attention of
senior management.”

For example, Mr. Connor plans
to graphically depict the percent-
age of the corporation's workers
compensation costs for which each
division is responsible, a 20-year
history of work comp costs and
possibly the costs associated with a
particular work comp injury and its
rate of frequency compared with
other injuries.

In the future, CertainTeed can
use its microcomputer capability
for risk management administra-
tive purposes instead of only for in-
terfacing with the mainframe and
for word processing and data stor-
age capability, noted Richard Den-
ning, president of Risk Sciences.
For example, CertainTeed may
want to create a policy register,
which could identify those policies
that are up for renewal or placed
by a particular broker.

Mr. Denning also noted that the
NOMAD2 system will be available
in software for use with personal
computers soon.

The system was not implemented
without a hitch, however. The
main mistake CertainTeed made
was sending its risk management
staff for training to Risk Sciences'
New York office before the com-
pany had its hardware in place, Mr.
Krenicky said. Users should have
their hardware in place so they can
use the system as soon as they have
been trained, he noted.

And, risk managers should un-
derstand that implementing any
RMIS is not easy, Mr. Krenicky
pointed out. "The first thing you've
got to say is it is an effort. You've
got to get a lot of data from old in-
surers, get the tapes. Then you've
got to correct them all."

He advised allowing three to six
months to obtain the necessary data
on which to build an RMIS and a
year before expecting to use the
systern.

And, he views the RMIS as a tool
for his clerical help. "The goal
should be that clerical should be
able to generate all your reports, to
free up your more talented people
-not the risk manager generating
all the reports. What good does that
do you?"

Mr. Connor echoes Mr. Kren-
icky's sentiments. "Now, instead of
generating reports, we're managing
the risk,"” he said.

As for the return on investment
in the system, Mr. Krenicky be-
lieves that judgment is somewhat
subjective. He noted that while the
savings associated with eliminating
duplicate files and using a clerk to
photocopy documents can be mea-
sured, there also are less easily
quantifiable benefits.

"If | get excess insurance this
year and | wouldn't have without
it, what's it worth?" he asked. "The
purchase of excess insurance is
probably the top job of a risk man-

ager, because it's catastrophe pro-
Teec=tiaca>r s _ "7 | g



Mutual fh

el d%é@ '
Yau) $
O Your fmefa

For valuaéle facts ahout our.cost-comnelitiv

Mutual o Omaﬁ&%ﬁ?ﬁér%'%ﬁlﬁ%‘ﬂ

" Mutuall)muha Companies

. Group Operation

)
| One of America's largest
group insurers

B T

ome ras

yyyyy

Check local listings for time and channel.



16 / business insurance, July 21, 1986
spotlight report

RISKMASTER SOFTWARE

General Liability
Workers' Compensation

vehicle Accidents

CALL FOR
FREE 90 PAGE
AUTOMATION

NOTEBOOK

Policy Management

Properly Management
And Other Software.

INSTALLED IN
30 STATES
AND CANADA

lip - -"t:rm

MINI R

MAINFRAME

SOFTEC
INC

33063 Schoolcraft Rd.

Livonia, Ml 48150
Ph (313) 261-4440

RMIS approval

Continued from page 3

by the end of August. The system,
which costs between $30,000 and
$40,000, represents "a healthy sum"
in relation to the oil company's
overall risk management budget,
according to Ms. Dilley, who is still
shopping for additional software to
complete the system.

At The Walt Disney Co. in Bur-
bank, Calif., Director of Risk Man-
agement Bert Schecter proved to
management that workers com-
pensation and commercial general
liability claims, which the company
self-administers, were increasing
enough to justify the $100,000 price
tag of a new California Interactive
Computing Inc. system.

"We took the tactic of showing
management how claims in-
creased," explained Mr. Schecter
In addition, Disney hopes the sys-
tem will help limit future risk
management staff increases, espe-

66N underwriting policy
that helps us deliver”

BILL LACHNER, SENIOR VICE PRESIDENT,
UNDERWRITING, MISSION AMERICAN

"The fundamentals of sound underwriting ha

ven't

changed over the years. Our philosophy is to set

a realistic price by controlling our own expenses
and not by underestimating the cost of claims"

"At Mission American, we always try to conrbine

these two fundamentals to come up wi h
proper prices. We won't over promis>
our delivery; rather, we'll try to over
deliver our promise. Count on it."

MISSION AMERICAN

INSURANCE COMPANY

A Subsidiary of Mission Insurance Group, Inc.
Home Office: 2600 Wilshire Blvd.

Los Angeles, CA 90057
6213) 381-6811

cially in clerical areas, he said.

"We're in the process of putting
it in,” he said. "It should be in
sometime next month."

Even risk managers who con-
vinced management years ago to
install risk management informa-
tion systems believe that they
would have had an easier time ob-
taining approval today.

"In a hard market like today's, |
would think it would be 10 times
easier to get a system approved," said
Eben Jones, risk and loss control
manager for Rollins Inc. in Atlanta.

Mr. Jones said Rollins began
using an IBM mainframe system in
the late 19705 at the "peak of the
last hard market, or the beginning
of the down cycle."

Rollins contracts with Crawford
& Co. and Underwriters Adjusting
Co. for computer data services.

Another advantage that risk
managers who are looking for their
first information system have,
compared with those who imple-
mented systems years ago, is that
the systems available today are
vastly improved, Mr. Jones said.

Five years ago, the $50,000 that
American Can Co. spent on its
RMIS "was not a big chunk" of its
risk management budget, noted
Richard Inserra, managing director
of risk management. "Management
has seen the advantages of the sys-
tem, and they're willing to spend
the money to enhance it" when
necessary, he said.

Now, the operating costs of the
system are minimal, he added.

Mr. Inserra said that manage-
ment fairly readily approved of in-
stalling the IBM PC-based system.
"We really didn't have a problem
with that," he said. "We signed on
with no real problem."

Ralph F. Perry Jr., vp of risk
management for Amfac Inc. of San
Francisco, agrees that, because of
the current market, corporate man- J
agement generally is more willing ,
to make that type of investment.

"l don't think it would be as
hard to justify today, particularly
with this marketplace,” Mr. Perry
said. "l don't think it would be dif-
ficult at all to do it."

But, he added, "l say that from
the standpoint of a company with
$2.6 billion in revenues. | suppose if
you were in a small one-line opera-
tion, you might have a little prob-
lem.”

Still, "you can acquire systems
that are quite reasonable in cost"
for any size business, he said.

INn addition to their number-
crunching capabilities, information
systems are a necessary tool for risk 4
managers at organizations that self-
insure their risks because corporate
auditors are concerned about how
organizations fund their self-insur-
ance programs, said Mr. Perry.

"Outside auditors are paying
more attention to self-insurance
programs. That in itself is enough
to justify one," he observed.

Amfac's RMIS is anchored by
software provided by Corporate
Systems Inc. of Amarillo, Texas,
and recently enhanced by a flexi-
ble package of software known as
Quaestor.

When it first considered install-
ing a system, Amfac "played the
pricing thing," Mr. Perry recalled. L
Initially, management listened to,
the computer services vendor that i
at the time provided Amfac with '
services such as payroll administra- 1
tion, he said.

The vendor said ""We can do
that,' and we said, 'Fine,"" mMr.
Perry recalled.

But then Amfac estimated that it
would cost $27,000 to educate the
vendor about insurance so it could
develop an RMIS.

After conversations with Corpo-
rate Systems, Amfac realized that
CS could provide a cheaper infor-
matiom system and that Amfac
would not have to educate the com-
puter services vendor about risk
management and insurance, Mr.
Perry explained. -
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Growth of RMIS user groups' accelerating

By MEG FLETCHER

Support groups for users of risk
management information systems
are an idea that is fast becoming a
reality.

In the next few months, at least
two new "user groups" are ex-
pected to be added to at least three
existing ones.

Crawford & Co.'s Risk Sciences
Group will hold its first meeting in
October, while Rollins Burdick
Hunter Co.'s Risk Management
Services hopes to establish a user
group in the early fall.

They will be joining three estab-
lished vendor-sponsored groups.
Corporate Systems and CIGNA
Corp.'s CRIS Risk Information Ser-
vices began their respective groups
just a year ago, while The Travelers

Insurance Co.'s Risk Management
Information Services Department
started its group in 1983.

Finally, SOFTEC Inc. is consid-
ering establishing a user group in
the future.

Some of the impetus for user
group development may have come
from the tight property/casualty
insurance market, which has
forced many companies to rely on
computers to monitor increased re-
tentions, observers say. Risk man-
agers previously relied on insurers
and claims administrators for such
information.

With that push for self-suffi-
ciency, more risk managers have
decided to participate in user
groups to air their complaints and
suggestions and lobby for system
enhancements that will make their

jobs easier.

"I'm doing it to help the state of
Georgia," said Jerry Newsom, the
state's risk manager. He is co-chair-
man of a Client Advisory Council
sponsored by Amarillo, Texas-
based Corporate Systems.

He is hoping Corporate Systems
will make some user group-pro-
posed programming changes to im-
prove RMIS reports. "If it comes
out, it will save us some money," he
said. If not, he plans to leave the
group.

The group is headed by a broad-
based, five-member core group that
meets throughout the year and ac-
tively plans the group's meetings.
In addition, six rotating user mem-
bers are invited to attend twice-an-
nual regional meetings, according
to John Champlin, Corporate Sys-

-
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tems' Eastern regional manager for
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A user group "maximizes" the
input of people with "serious" in-
volvement with a risk management
information system, said Alison
Bucklin, finance and accounting
manager for The Pillsbury Co.'s in-
surance and risk management de-
partment in Minneapolis.

A good user group can be better
than a vendor survey for active
RMIS users to transmit ideas to a
vendor because survey results can
be diluted by the opinions of less-
devoted and less-active users,
added Ms. Bucklin, who has parti-
cipated in Travelers' user group.

In addition, "If one user company
develops a solution to a problem,
that solution can be shared by other
users," she said.

regulatory materials available on
demand, in seconds. With
INSURLAW, you'll get the
information you need, when you

need it.

INSURLAW on

LEXIS. To find out more about
INSURLAVWV, call our
Publication Development

Department at 1.800.423.5910.
In California call 818-998-8830.

LEXIS® is a service of Mead Data Central, Inc.
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One of the ABC PLBUSHING ® Companies

(06020303

"You don't have to reinvent the
wheel.”

Travelers' user group for main-
frame CARMA system users has
organized four meetings-first on a
national, then later on a regional
basis-since the user group began
in 1983, said Linda P. Sundram,
Travelers' assistant director in
charge of the user group.

The company plans the meetings,
which usually last about two days,
and generally invites two represen-
tatives from each client company
who have differing responsibilities.
After each meeting, Travelers re-
sponds in writing to issues that
came up at the meeting so "its
promises are in black and white,”
Ms. Sundram said.

Influenced by user group com-
ments, Travelers completed a
major restructuring of the canned
report section of its software pro-
grams to eliminate unnecessary
procedures, she said.

The company would like to ex-
pand the user group concept to in-
clude users of its personal computer
software, Ms. Sundram added.

While risk managers turn to
RMIS user groups to make their
voices heard and lobby for system
enhancements, vendors like the
groups because they help ensure
that technology and its application

are current.

"l think we can learn a lot from
our users," said Richard F. Den-
ning, president of Atlanta-based
Crawford & Co.'s Risk Sciences
Group.

User groups help a vendor's em-
ployees become sensitive to the risk
management applications of infor-
mation systems technology. That is
useful because many vendors' em-
ployees have little or no back-
ground in risk management, he
said.

Corporate Systems' Mr. Cham-
plin said that the most important
feedback a user group can provide
about a vendor's service bureau
concerns employees and their
training. "We are a service bureau.
We live and die by humans," he
said.

Gary Spirduso, second vp with
RBH Risk Management Services,
said the aim of the user group that
RBH is in the process of forming is
twofold: It will allow users to ex-
change ideas and provide a means
of introducing new products.

While user groups vary by their
size, organization and cohesiveness,
all good user groups must tread a
narrow line between being a forum
for gripes and providing practical,
topical feedback to vendors, said
James Blinn, consultant with the
Tillinghast Division of Towers,
Perrin, Forster & Crosby in New
York.

It is important that participants
don't use the group session as "an
individual complaint session," said
Terri Cardile, manager of CIGNA's
CRIS Center for Professional De-
velopment.

The vendor has appointed eight
users to the CRIS Advisory Council
and added two non-voting mem-
bers from Georgia universities to
help encourage risk management
as a profession, Ms. Cardile ex-
plained.

The council, which was estab-
lished in May 1985, meets three
times annually. Its aim is to provide
"innovative and realistic advice
and counsel to CIGNA while repre-
senting the global risk managment
community,” she said, quoting from
its written statement of goals.

AnNnd while both vendors and risk
managers are generally enthusias-
tic about user groups, there can be
disadvantages for risk managers
who belong to user groups.

"If you are going get any good
out of it, you must be serious about

Continued on page 20
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Continued from page 18

your commitment,” Ms. Bucklin
said. "It takes time and, if you are
really sophisticated, you give more
than you get."”

A problem that user groups gen-
erally may face is that some users
get too "up-tight" about confiden-
tiality and are not very willing to
share information, she added.

Another concern is that a user
group has the potential to become
pep rallies for a vendor's products.

While sources interviewed ack-
nowledge the potential for that,
they say vendors are sensitive to
that concern and it has not been a
problem.

Some sources also feel risk man-
agers involved in user groups
should be concerned about who
foots the bill for the gatherings.

Pillsbury's Ms. Bucklin said,
"The more the vendor pays, the
less freedom the user group would

We're known for solving brokers
most difficult insurance problems.

Insurance and Reinsurance

of all types for unusual risks

requiring a creative approach.
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b mita

Member Stewart Wrightson Group
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213-382-6201 412-232-0430

NEW YORK
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New York, NY 10038
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San Francisco, CA 94111
415-777-9766

feel to be at odds with the vendor.

"l think shared expenses makes
the most sense," she said.

Of the vendors interviewed for
this article, both Corporate Systems
and CIGNA's CRIS generally pay
all expenses for most of their user
groups members, spokesmen said.
However, Georgia's Mr. Newsom
pointed out that the state requires
that he pay his transportation costs
and most of his expenses.

Travelers' user group members
pay only their own transportation
expenses. Only Risk Sciences plans
to have users pay not only travel
expenses but also a conference fee.

While RMIS user groups are be-
coming popular, not all vendors
think they are necessary.

Nancy Mullins, account execu-
tive with Anistics Inc. of New
York, a subsidiary of broker Alex-
ander & Alexander Inc., said her
company has not started a user
group. Anistics' very decentralized
operations already allow for a high
level of contact between account
executives and clients, she said.

In addition, a user group may not
be cost-effective for a vendor with
a large number of personal com-
puter users, Ms. Mullins added.

Anistics’ client base also includes
a wide range of different types of
users that inhibits cohesiveness, she
said.

A diverse client base is one rea-
son why Livonia, Mich.-based
SOFTEC has not established a user
group, said President Mark E.
Dorn. While the vendor has had
group meetings, they have been
primarily for training, he said.

However, Mr. Dorn said he
thinks SOFTEC probably will es-
tablish a formal user group.

Frank Amatelli of National Risk
Management Inc. said most clients
seem to have their RMIS operations
well under control and did not see a
need for a user group.

His company keeps on top of eli-
ent needs through personal contact
and a company newsletter, he
added. The vendor's responsive-
ness to clients was highlighted by
its development of two systems for
which clients expressed a need so
they could monitor rather than ad-
minister operations, he said.

While user groups can provide a
helpful forum for risk managers,
they are not the only means of pro-
viding feedback.

Some vendors and user groups
foster networking among users by
providing them with a list or di-
rectory of clients and, sometimes,
the programs they use.

Another potential forum for risk
manager input about information
systems is a national standards
committee that planners have been
working on for a year and hope
will be established in the early fall,
according to Tracey Carragher, se-
nior vp with Alexander & Alex-
ander in Greenwich, Conn.

The aim of the group-which is
expected to include users, vendors,
insurers and consultants-is to pro-
duce technical standards for RMIS
equipment and standards for RMIS
consultants, she said. It will be
headed by an eight- or nine-mem-
ber steering committee.

Ms. Carragher hopes that the
group could eventually become a
part of the Risk & Insurance Man-
agement Society.

Interestingly, RMIS user groups
are less developed than similar
groups for employee benefit infor-
mation systems (Bl, May 26). How-
ever, there is no ready explanation
why, Tillinghast's Mr. Blinn said.

One explanation could be that
benefit managers have a greater
volume of claims and hence a
greater need for automation, he
said. However, an RMIS tends to
allow for more system analysis and
usually has the capability of pro-
ducing more complex reports, he
said.

Another reason could be that
RMIS applications are more varied
than are EBIS applications. .
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Cost allocation part and parcel of RMIS

By MICHAEL BRADFORD

Allocating the cost of risk accu-
rately-and fairly-to separate op-
erating units is one of the primary
reasons for developing a risk man-
agement information system, ac-
cording to experts who design and
use these high-tech too]s.

"Premium allocation was part
and parcel of our entire concept of
developing a system,"” says Richard
Inserra, managing director of risk
management for American Can Co.
in Greenwich, Conn., which com-
pleted its risk management infor-
mation System 21* years ago.

Using an RMIS enhances the ef-
fectiveness of allocating corporate
insurance and loss costs to operat-
ing units with the goal of giving
them incentives to control their

RISKAN 11

losses, risk managers say.

"One of the biggest advantages is
being able to charge operating units
a premium based on their loss his-
tory," explains Ralph F. Perry Jr.,
vp of risk management for Amfac
Inc. in San Francisco.

Using loss history, instead of just
an exposure base, encourages
safety management programs that
can reduce losses and produce
lower premiums, risk managers
agree.

Before the development of RMIS
cost allocation programs, most risk
managers allocated premiums to
operating units based on revenues,
or some other measure of exposure,
risk managers say.

"In the old days, most (premi-
ums) were spread on a revenue
base," said Eben Jones, risk and

4

'"You don't always

have control over

losses.' points out
William Kuebler

of Adjustco.

loss control manager for Rollins
Inc. in Atlanta. That allocation sys-
tem had "no regard for who was
having the most losses. It was just
who could a'ford the largest
amount," he commented.

Now, many cimpanies, including
Rollins, base cost allocations on loss
experience and some measure of
exposure, with the aid of an RMIS.

Cost allocaticns based partly on

...AS FULL OF POTENTIAL FOR A RISK MANAGER

AS IS A MECE OF PAPER FOR AN ORIGAMI MASTER.

In origami, the versatility of paier

is clear. Through this ancient art,

paper, in and of itself, without

paint or pencil is transformed into

countless ,ariations in beauty.

Versatility is a so a major strength

in RISKAN II, Rellins Burd,ck

Hunter's isk management infor-

mation system. Loss forecasting,

alternative funding analyses,

loss contro, and safety programs,

budgedig and cost allocation,

claims manigement, underwriti,g

negotia:ion...all of these risk

managemerl tasks and others Ere

made easer through RISKAN 41.

Origami: (or-i-GA-me), noun. The Japanese art of folding paper into representational

cr decorative shapes.

loss experience can be manually
calculated, but it is much more
time-consuming and often less ac-
curate.

In determining cost allocations,
"there is a definite move to using
actual experience in the formula,
rather than strictly using expo-
sures," observes William Kuebler,
senior vp with Adjusteo Inc. in rar-
rytown, N.Y., a claims administra-
tor and adjuster.

Charging divisions for insurance
based on their losses is "consistent
with the role o. a risk manager. He
is in the role of an insurance com-
pany," he said.

Cost allocations tased party on
loss costs represents an effort to
achieve better loss control "by
charging people according to their
actual loss experience," says Mr.

Jones of Rollins.

Rollins, which largely self-in-
sures its exposures, determines cost
allocations based on loss data col-
lected over three years of a divi-
sion's operations and a measure of
exposure.

Rollins contracts with Crawford
& Co. and Underwriters Adjusting
Co. for computer services to assist
in the premium allocation.

American Can modified its cost
allocation based only on exposure
when it installed its IBM PC-based
system. American Can uses soft-
ware provided by Anistics Inc, and
a Lotus 1-2-3 program to allocate
general liability and product liabil-
ity premiums based on a combina-
tion of exposure and experience-
related data.

American Can's system will
track five years of claims fre-

quency and severity, Mr. Inserra
noted.

American Can's method of allo-
eating costs among around 20 divi-
sions involves "rewarding divisions
with lower premiums when losses
are favorable, while penalizing
them if losses go up."

"When you can penalize a unit
for losses, it is a very definite in-
centive" to control losses, Mr. In-
serra said.

At Amfac, where premiums are
allocated to hotel, food products,
retailing and other divisions, allo-
cations also are based on loss expe-
rience and exposure.

Surcharges or credits are applied
to a division's allocation based on
experience.

Amfac's system began as one
structured to record claims data,
but evolved to permit the company
to allocate premium costs for work-
ers comp, general liability and au-
tomobile liability exposures.

Premiums are based on 31/2 years
of a unit's past claims history, with
sorne regard to the amount of expo-
sure the division holds. Exposure is
generally determined by payroll.
That way, says Mr. Perry, "if they
have a good loss record, they still
have to pay premiums" for their
coverage.

Amfac charges a division its
workers comp premium based 80%
on its loss history and 20% on expo-
sure, measured by payroll.

General liability premiums are
assessed 70% on experience and
30% by payroll.

Automobile liability premiums
are calculated 60% according to
losses, while 40% of the premium is
related to the number of covered
units in a division.

Amfac's RMIS is run on IBEM
terminals tied into a support system
at the Amarillo, Texas, facility of
Corporate Systems Inc.

In addition to the Texas linkup,
Amfac uses a new line of software
called Quaestor, produced by Ray
Stephens in Danville, Calif.

At San Francisco-based Levi
Strauss & Co., the cost allocation
system not only charges divisions
for workers compensation coverage
based on loss experience and expo-
sure but also adds another dimen-
sion to create incentives to control
losses.

After Levi Strauss determines

what divisions must pay for work-
ers comp coverage, it creates an
"extra pool for loss control credits,"
explains Cristina Haley, director of
risk and insurance management.

The program encourages divi-
sions to improve safety manage-
ment and reduce injuries by offer-
ing premium credits if certain cri-
teria are met.

To become eligible for credits, a
division must hold 10 loss control
meetings and two emergency evac-
uation drills.

At that point, divisions are re-
viewed and issued a letter grade of

Continued on page 24



Our Judicial System Has
Turned Reinsurance Into A
Giant Jackpot.

C<Jurts and juries are now routinely award- We fully support just compensation NORTH AMERICAN
ing multi-million dollar settlements. for injury, but the situation has gotten out e __
Recently, a jury awarded $64 million of control. v
to a worker injured on the job; half for North American Re believes that in
punitive damages. . many cases, punitive damages should be

Unfortunately, much of the money eliminated, and attorneys' contingency
doesn't end up with the injured party. Ina fees reevaluated. o] R NS
Rand Corporation survey of asbestosis It's time to make some changes. We Take Your Risk
cases, injured parties received less than Premium rates will continue to rise until the Out Of Reinsurance.
40% of the award. judicial giveaway ends.
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THIS IS THE PLAC E
FOR LONG-TERM
AUTO LEASING
INSURANCE.
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Be sure. Take advantage of our extensive

experience with this difficult-to-place business. Designed

specifically for the automobile leasing/rental industry, our

program saves you time, cutsyourcosts, satisfies yourcus-
tomers. We do the work, you get the credit!

- Lessors Excess Liability = Primary Physi:al Damage
- Lessors Contingent Liability = Primary L ability Coverages
- Contingent Physical Damage -« Interim Car Coverages

- Residual Value Insurance

PAIGE-RUANE, INC.
INSURANCE

Ph-Asical Damage by.
/Motors Insurance
The Irwin Building
460 N. Gulph Road
King of Prussia, PA 19406
(215) 265-4170

We invite your
inquiry and your
businessWriteor

call Ron Ruane.
The surance People from General Motors

Reinsurance:

Cost allocation

Continued from page 22

A, B, C or D. The grade determines
how much of a workers comp pre-
mium credit the division will re-
ceive. The grade is based on several
factors, including:

- Compliance with recom-
mended health and safety recom-
mendations.

= Claims experience based on
frequency, severity and improve-
ment from the prior year.

» Whether special projects were
enacted to create loss prevention

= Implementation of programs
like back-care and hearing conser-

vation efforts.

Levi Strauss ties into the main-
frame computer of its broker, Fred
S. James & Co., to allocate workers
compensation costs. Lotus 1-2-3,
run on PCs in the risk management
department, is used to allocate
other property/casualty premiums.

A High Stakes Game

You have a lot riding on every reinsurance
decision you make. That's why choosing

Brougher's professional reinsurance intermediary

service is the right decision. We have the skill

and stability necessary to be consistent winners
in reinsurance. With Brougher, the odds are in

your favor.

Our services extend beyond contract negotiation.f
Years of experience and stable operation have .
given us the expertise necessary to provide strong

reinsurance programs designed for maximum
efficiency. Our specialties lie in facultative and

treaty reinsurance for the group life, accident,
and health business.

Planning Every Move ts Vital

We assist you in implementing a simplified
system of accounting, reporting, and
administration. In addition, we continually

monitor the status of your reinsurance program.
When conditions change, we will be ready with

decisive recommendations.

Turn the odds in your favor. For the sKill,
stability, and insight needed to win. look
to Brougher.

Let's Talk About Tactics.

Put the odds in your favor. Call us today - or mail us your business card.

We'll respond with the details you need to win.

BROUGHER®

Contact Betsy Brougher-Ayers
North Atlantic Brokers, Inc. - P. O. Box BAI - 2528 U.S. 31 South - Greenwood, Indiana 46142

Telephone: (317) 535-8212 - Telex 687-6004- BAI « Telefacs: (317) 535-8980

In London, Contact Miles Hansen or Peter Holt
North Atlantic Brokers. LTD « Market Buildings = 29 Mincing Lane - London EOR 7EE
Telephone: 44-1-621-0003 - Telex: 851893188 « Answer Back: 893

Cost allocation systems generally
rr eld loss-experience and exposure
tc cet2.rmine premiums, capping
larEe losses and providing for at
least some minimum premium if
ttere are no losses.

Certain caps on losses for deter-
mining charges are used by Rollins
sc thal a division with particilarly
bad losses won't be devastated by
an incredibly high premium assess-
mert, explains Mr. Jones.

At Amfac, "most profit centers
have b pay for their own losses,"”
said Mr. Perry, but losses are
capped to determine fiture
charges. That's fair, he say:, be-
cause 'we always have a bai loss
every year-we just don't inow
w.10 is going to have it." So, the di-
visionE share in the cost of large
losses.

"YoL don't always have control
over losses," points out Adjustco's
M:. Kuebler,

And while experience may be
emphasized, exposure can't be ig-

nored in an allocation formula.

Mr. Inserra explained that some
business units may not have a loss
experience and "if premiums are
based on experience, there would
be no charge. So somebody may
have to pay something based on ex-
posure."

Allocating the cost of some insur-
ance policies based on loss experi-
ence also is not practical, notes
Arthur Parry, manager of risk
management services with The
Wyatt Co. in Dallas. He cites direc-
tors and officers liability insurance
as an obvious example.

To make cost allocations based
partly on loss experience effective,
the premium allocations have to be
accurate and division management
must view them as accurate, risk
managers agree.

Computerizing cost allocation
calculation provides the needed
controls to produce accurate re-
sults, Mr. Inserra says.

"There are more checks and bal-
ances," he explains. "The spread-
sheets have to add up across and
down or the computer sees an
error.”

"Divisions don't like paying for
each other's losses,"” stresses
Amfac's Mr. Perry. A computerized
system of allocations is "more accu-
rate because it keeps better rec-
ords.”

And, handing a division manager
a computer printout, rather than a
manually prepared allocation, is a
helpful communications tool, Mr.
Perry points out.

"The fact that they can look at
the different documents and end
up confirming the numbers is very
meaningful. The printed document
is valuable.”

Now, Mr. Perry wants to take
Amfac's system another step.
"We're in the process of trying to
allow our profit centers to go into
the system and pull out their own
claims data.”

Amfac is aiming to soon give its
divisions the ability to tie into the
company's RMIS through their
own personal computers. With that

capability, separate units will be
able to abstract claims data.

Amfac's closed claim file also
keeps data available for reference,
"like when the IRS wants to con-
firm something,” Mr. Perry noted.

Some companies, however, have
managed to implement experience-
based cost allocation on a manual
basis. Subaru of America Inc. in
Pennsauken, N.J., has manually al-
located premiums to its six divi-
sions based on loss experience.
Now, the company is installing a
Wang system-based RMIS to allow
the car-maker to jump from the
task of manual allocations to
spreading the cost of risk by com-
puter, said a spokeswoman.

The system is expected to be on-
line around the end of the year.

At the University of Tennessee,
however, there are no plans to
change the manual calculation of
premiums for its satellite campuses
and two hospital subsidiaries.

Murray Edge, director of risk
management at the university's
Knoxville campus, said allocations
can still be handled manually
"without too much difficulty.”

He points out, "We might spend
more time writing programs and
maintaining a data base than we
would doing it on a manual basis."

While the university's 18-month
old RMIS would accommodate ac-
counting programs to assist in the
premium allocation, the university
is more interested in using its RMIS
to gather loss data used to manually
calculate the premiums.

Computerized allocation systems
aren't going to help every business,
points out Wyatt's Mr. Parry.

"If you don't have a lot of losses,
you don't need a sophisticated sys-
tem,” Mr. Parry remarked. "But if
you're talking about 25 or more di-
visions, five or more lines and a
half million in coverage-you do

[am I —— — % — | — e _ -
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your international benefits and claims
reports in under90 days. With TOGAS,
the computerized multinational benefits
administration system, only from AIG.
TOGAS compiles your reportsfast. It
enables you to monitor the activity of
your plans in the over 130 political
jurisdictions worldwide in which we
11114" operate. To help you make timely,
critical decisions regarding the
operation of your plans.

AIG, throughourGroup Management
Division (GMD), is first to offer com-
puterized administration and report-
ing for your worldwide benefits plans.
Aren't you glad someone finally is?

Learn more. Call Mr. C.C. Gamwell
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Picking right RMIS hardware is no game

By AVRA WING

NEW YORK-Risk managers se-
lecting risk management informa-
tion systems are playing a version
of "eeny, meeny, miny, mo" that
goes "micro, mini, mainframe."

And, for most departments, a
micro-more often referred to as a
personal computer-linked to a
mainframe seems to be the winning
combination, consultants and ven-
dors report.

Personal computers include such
models intended for business appli-
cations as the IBM XT, AT or the
newer RT, or systems made by
Compagq or a host of other vendors.

Some companies select minis,
which have more memory and fas-
ter access times, meaning they can
handle more data and spill out in-

formation in less time than the per-
sonal computer.

IBM minis include the System 36
and 38; various other models are
made by the Digital Equipment
Corp., Sperry Corp., Wang Labora-
tories Inc. and Integrated Business
Computers, among others.

Mainframes are the largest and
most powerful computers, but also
are considerably more expensive
than even a so-called supermini.
Models include the IBM 3180 and

the DEC 2060.

Only a very few corporations use
a separate mainframe exclusively
for risk management functions.
Most corporations use only a por-
tion of the mainframe's capacity
for risk management, sharing the
computer's capacity with other cor-
porate operations.
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The risk management software
on the market is available at these
three levels of computer sophistica-
tion, and before deciding which of
the three types of equipment to
choose, several factors must be con-
sidered:

* How many people will use the
system?

« How many claims will be pro-
cessed and stored on the computer?

From the risk management professionals at Ernst & Whinney.

- How fast must data be ob-
tained and analyzed and reports
generated?

Another factor that should be
considered is the "psychology" of
the risk manager's company: Is the
risk management department al-
lowed to operate independently in
a stand-alone computer environ-
ment, or do the company execu-
tives want the risk management
function and data tied into the
company's mainframe?

The risk management staff's
level of expertise also must be con-
sidered. Most people seem to find a
personal computer more user-
friendly than a mini or mainframe.

A general rule of thumb seems to
be that smaller businesses would
find the personal computer to be
most cost-effective, while larger

How to lower the cost ofrisk

while improving
insurance strategy effectiveness.

A critical challenge to corporate

tion systems.

This helps to reduce

management is to balance cost factors
against quality insurance protection.

The experienced professionals at
Ernst & Whinney's Risk Management
Consulting Practice can help you meet
this challenge through systematic,
objective, multidisciplinary assessments
of current programs and the develop-
ment, when necessary, of new ones
tailored to your specific needs.

Here are some examples of our
services:

Pedorm an Insurance/Risk Man-
agement Audit. This helps to eliminate
gaps or overlaps in coverage; analyze
premium pricing strategies; manage
the selection of an insurance broker
or a competitive bidding process.

Assess or organize an in-house risk
management department. This helps to
monitor present and future risk man-
agement needs and appraise current
procedures and communications.

Establish more efective loss preven-

product, worker and facility risks.
Develop an insurance portfolio data-

base. This helps to access worldwide

proprietary risk management data.
Develop an actuarial analysis of

expected losses. This helps to analyze
cash flow effects and forecast future

risk costs.

Develop a self-insurance or captive
insurance feasibility study. This helps to
minimize premium expense and
administrative costs, and to establish an
insurance profit center.

Implement a viable employee benefit
program. T his helps to develop a
complete spectrum of cost-effective
employee benefit plans.

For more information, please contact
Richard S. Van Cleave Ill, National
Director, Risk Management Services,

153 East 53rd Street, New York, NY
10022. Or call toll-free in New York State

1-800-882-4252. Outside the State call
1-800-U-CALL-EW

Elli Ernst &Whinney

And results. They go together.

concerns would need a mini, super-
mini or mainframe.

However, if a smaller company is
involved in a high-risk industry, or
a bigger company in a relatively
risk-free one, they might prove ex-
ceptions to that rule.

Risk managers should survey all
the available types of systems, ad-
vises John Huecksteadt, vp for
computer services at systems ven-

\dor Risk Sciences Group in At-
lanta.

"Companies should take advan-
tage of both ends of the available
software-from PCs through main-
frames," he said.

Mr. Huecksteadt pointed out
that, depending on need, a com-
pany could wind up spending less
on an off-site mainframe service
than on setting up a PC-based sys-
tem in-house.

But most risk management de-
partments are using personal com-
puters, consultants and vendors re-
port.

"It's a huge trend,"” says Rick
Hall, executive vp at Anistics Inc.
in New York, the software division
of Alexander & Alexander Inc. "It's
all over the place."

Mr. Hall attributes this to a num-

ber of factors:

» The availability of software at
the PC-level for such applications
as loss forecasting, policy tracking
and cost allocation.

- The growing ability of per-
sonal computers to accommodate
more users and store more data.

- The relative ease with which
personal computers can be used by
non-specialists.

+ The lower cost of the systems
compared with minis and main-
frames.

Personal computers are being
used in two ways-either as stand-
alone systems storing and manipu-

lating all claims data, or as
terminals linked to an in-house or

off-site mainframe.

In the latter case, the data can be
uploaded from the PC to the main-
frame or downloaded to the PC,
where various analytic programs
can be run on it. The PCs also can
be used to access minis.

Scott Gilmour, vp of marketing
at software vendor Corporate Sys-
tems in Amairillo, Texas, estimates
that most risk managers-about
70%-are using PCs linked to a
mainframe. Another 20% are using
PCs in a stand-alone environment,
and the remaining 10% are using
minis, he said.

The percentage of risk managers
using minis is growing, Mr. Gil-
mour indicated, as the minis be-
come upgraded and more people
become aware of their capabilities.

The actual equipment being used
at the PC level is usually one or
several IBM XTs, or the more pow-
erful ATs. The cost of the systems
varies considerably depending on
the type and number of peripherals
configured with them.

The XT now retails for approxi-
mately $2,000 and the AT for
$4,000, depending on configuration,
but IBM recently announced price
reductions for its PC line.

Mr. Hall postulated that a typical
Fortune 500 risk management de-
partment would use two XTs
and/or ATs. In addition, a printer
and modem might be configured
with the computers, and the system
might be hooked up to a mainfraine
located at the equipment vendor
via dedicated lines.

In number of claims processed,
the effectiveness of the PC models,
operating as independent systems,
peaks at between 500 and 700
claims a year, or 2,500 to 3,500 total
claims, considering that at least five
years of data usually would be
stored in the system.

While the systems actually could

Continued on page 28
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RMIS hardware

Continued from page 26

hold more claims information, pro-
cessing time is increased if the PC's
capacity is being used to store a
larger amount of data, making the
personal computer inefficient to
use.

At American Can Co. in Green-
wich, Conn., Richard Inserra, man-
aging director of risk management,
said his department is using one PC

XT for data analysis, tied to an off-
site Anistics mainframe.

Three staff members share the
XT, Mr. Inserra noted, and while
he feels the system satisfies his
needs, he plans to add one or two
other PCs.

The American Can system,
which was completed 21/5 years ago,
handles between 2,500 and 3,000
claims annually, Mr. Inserra said.

The Anistics mainframe stores a

five-year claims database.
The PCs are able to accommo-

Your insurance business is growing. And

The Port Authority of New York & New Jersey is

looking to go from'pencil and paper'to a

stand-alone system using networked PCs

possibly tied to a small mini, according to Nelson

Chanfrau, assistant risk manager.

date between nine and 16 users,
noted Frank Amatelli, president of
software vendor National Risk
Management Inc. of San Ramon,
Calif.

The PCs operate most effectively
with up to five users, Mr. Amatelli
added.

For departments with more than
five users, therefore, or for those
that must store more than 3,500

claims, a mini computer might be
the answer.

The Times Mirror Co. in Los An-
geles is in the process of setting up
a risk management system using

changing. So is the difficutty of carrying

the administrative functions which sup-

First it works online. With online enroll-

port it. Whit you need is one system to

handle it all. You need GroupFacts.

GroupFacts integrates rating, billing,
policy generation, remittance, commis-
sions, and reinsurance in a single data-
base. With system flexibility that puts you
in control of your information so that

you can get on with your business.

ments, the screen automatically displays
rates for comparison against agents'
quotes. Binders can be instantly applied
against billings. You can even bill for
prior periods And do all this imme-

two XTs linked through a modem
to an IBM mainframe recently pur-
chased by the corporation, accord-
ing to Sharon Urban, assistant risk
manager.

The company needs storage ca-
pability for approximately 5,000
claims, or a five- to 10-year history,
Ms. Urban noted.

Ms. Urban also helped set up a
similar PC-to-mainframe system at
G.D. Searle & Co. in Skokie, lll.,
several years ago.

At Georgia Pacific in Atlanta,
the risk management department is
setting up a system of PCs tied to

an off-site mainframe located on
the premises of Risk Sciences in the
same city, according to Esther
Dunn, risk management office su-
pervisor.

Specifically, the company will be
using two XTs, three Compagq per-
sonal computers and one Compaq
portable computer tied via a dedi-
cated line to the Risk Sciences
mainframe.

Seven people will use the system,
Ms. Dunn said, which she hopes
will be up by Oct. 1.

She estimated the hardware costs
at $22,500, which included the
terminals, dedicated line and con-
nectors.

On the other hand, the Port Au-
thority of New York & New Jersey
is looking to go from "pencil and
paper"” to a stand-alone system
using networked PCs possibly tied
to a small mini, according to Nelson
Chanfrau, assistant risk manager.

The port authority is self-insured
and administers its own claims, Mr.

and monthly batch cycles for billing and

reports keep your paperwork up-to-date.

Here's how GroupFacts works for you.

your load.

diately and accurately. To complement
the GroupFacts online features, daily

Ensco

mil a company of

We keep up with our business so that
you can keep up with yours. So if you're
tired of struggling with group adminis-
tration the old way, call us. We'll show
you the GroupFacts way to handle

| TheDONn&Bradstreetcorporation

1700 Broadway, New York, N.Y 10019

(212) 765-8500

Chanfrau noted. About 3,000 claims
a year, mostly workers compensa-
tion, are handled, and the system
must have a five-year storage capa-
bility for a total of 15,000 claims.

Mr. Chanfrau said he needs a

self-sufficient system that can ac-
commodate between 16 and 24

users. He plans to buy the same
number of PCs.

His budget, for hardware and
software, is $125,000. He hopes to
have the new system in place in the
fall.

Depending upon the particular
mini, between two and 200 users
can be accommodated, according to
Ralph Flygare, vp of California In-
teractive Computing in West Hol-
lywood, a system supplier at the
mini level.

Costs run from $8,000 per com-
puter to $500,000 for a high-end su-
permini, he said.

CIC's clients are large employers,
Mr. Flygare said, with workforces
of between 200 and 10,000. The
nunnber of clainns processed each
year and the number of employees
and their dependents were factors
in why those companies had chosen
minis for their risk management
departments, which also process
employee benefit plan claims.

Although these businesses could
use mainframes because of their
large claims loads, the minis pro-
vide them with a highly inter-
active, real-time system, Mr. Fly-
gare commented.

With all the demands placed
upon a company's mainframe, re-
sponse time is "degraded," he
noted.

The storage capacity of minis is
"huge," he added, indicating that
more than 100,000 claims could be
handled by a mini.

Corning Glass Works in Corning,
N.Y., uses an in-house-developed,
mini-based system with three
terminals accessing an IBM System
36, according to corporate risk
manager J. Victor Bowman.

Mr. Bowman's department uses
the system primarily for product li-
ability claims, which average be-
tween 500 and 1,000 a year. Fifteen
years of claims are stored on Corn-
ing's system, he said.

At Redwood Empire Municipal
Insurance Fund in Sonoma, Calif.,
which manages workers compensa-
tion, liability, health, disability and
life insurance claims for 14 cities,
an Integrated Business Computer
mini has been in place for the last
two years.

A six-person department man-
ages the fund through four
terminals hooked up to the IBC
system, according to Frank James,
general manager.

About 1,000 claims a year are
processed, Mr. James said, and a
six-year history is currently on the
systern.

He said the system, which also
includes two printers and a modem,
works very efficiently, and that the
fund chose a mini instead of a
mainframe because of equipment
costs and capacity needs.

Hardware costs were approxi-
mately $20,000, Mr. James indi-
cated.

If a company prefers central con-
trol of risk management informa-
tion, however, a mainframe would
be the choice if a large number of
claims needed to be processed, ac-
cording to marketing representa-
tive Jack Bergers of Softec Inc. of
Livonia, Mich., a software pro-
ducer.

And, if a large company has
more than 200 people accessing the
risk management information, a
mainframe is needed, according to
Mr. Amatelli of National Risk Man-
agennent.

He cautioned, however, that if
the mainframe uses a batch pro-
cessing method, in which inquiries
are bunched together before being
run through the computer, pro-
cessing time could be slower than
that possible with a less-powerful
S >Sr=tTte— r 3 _ -
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Security is high priority in screening RMIS

By AVRA WING

NEW YORK-Security-pre-
venting unauthorized persons from
gaining access to confidential infor-
mation-is a high priority for risk
managers when choosing a risk
management information system.

Companies need to guard against
not only people from outside the
business tapping into the system,
but also against unapproved per-
sonnel within the company from
accessing and changing the data.

The problem of security is one
that sometimes makes companies
"hesitant to automate," pointed out
Jack Bergers, a marketer for sys-
tems house Softec Inc. in Livonia,
Mich.

Even if security isn't a priority
for a risk manager when he or she

is putting a system on line, it should
be a concern when data is added to
a pool of other company informa-
tion, says William Holtsnider, a
marketer with systems vendor
Helmsman Management Systems
Services in Boston, a division of
Liberty Mutual Insurance Co.

This is especially true, he says,
when the risk management infor-
mation system is linked to a main-
frame used by the entire business.

The need for security exists with
computer systems of all sizes-
mainframe, mini and personal-al-
though the smaller systems have
fewer users and probably are used
exclusively for risk management.

On the other hand, according to
John Huecksteadt, vp for computer
services at systems vendor Risk
Sciences Group in Atlanta, more

Security concerns

sometimes make

companies'hesitant
to automate,’' notes

Mr. Bergers.

security measures are possible on a
mainframe than on a smaller sys-
tem, making it harder to break into
the larger system.

"A mainframe is a Temple of
Doom,"” he commented.

Mr. Huecksteadt termed security
"a very real concern" that his com-
pany must address each week
when working with clients.

Security is one of the main con-

cerns in choosing an RMIS, agreed
Nelson Chanfrau, assistant risk
manager for the Port Authority of
New York and New Jersey, who is
in the process of setting up an
RMIS.

Mr. Chanfrau requires that the
system have several levels of secu-
rity for making changes in loss re-
serves and payments, for example,
and that certain staff members be
able to input only certain fields.

Physical considerations, as well
as software safeguards, are an es-
sential part of security, vendors
and users point out: How are floppy
disks, hard disks and backup packs
-all holding claims data-stored?
Where are the terminals or com-
puters located?

In other words, locks are the first
defense against having unauth-

Just ask our customers. Leading
corporations, TPAs, insurers, unions,
and associations will te | you all about

ClaimFacts support.

Our support starts with our system.
We've built ClaimFacts to work for your
business, no matter what business
you're in. You can design a variety of
complicated benefits plans online. Or
change them online. You can set up
rules for payments, define your own

claim edits, and monitor special pro-
grams, such as second surgical opinion.
The choices are yours because Claim-
Facts makes you the manager.

Naturally, ClaimFacts adjudicates claims
online, quickly and accurately on a
single screen. Then it produces man-
agement repor.s that zero in on claims

cost areas.

Our support continues with our people-

consultants, customer service represen-
tatives, and systems analysts who know
claims management. Add to that the
benefits of the industry's most active
user group. That's support from which

everyone profits.

If you'ra looking for health claims man-
agement support, it's time you stepped
up to ClaimFacts. Call us today. We'll
show you how ClaimFacts support will
carry your business load.

Ensco

Van a company of
IRS The Dun & Bradstreet Corporation

1700 Broadway, New York, N.Y 10019
(212) 765-8500

orized people, whether inside or
outside the company, getting into
the information.

Although there don't seem to be
any security measures specifically
designed for risk management soft-
ware, basic methods-such as pass-
words and identification codes-
are an intrinsic part of the pro-
grams and can be tailored to limit
entry in a variety of ways, accord-
ing to John Roskopf, a consultant
with Towers, Perrin, Forster &
Crosby in Chicago.

Passwords can be changed every
month or so, Mr. Roskopf noted, to
help reduce the chances of unauth-
orized persons learning them, or
former or transferred employees
attempting to access the system.

In-house-developed systems oc-
casionally can pose problems be-
cause they "use data-base manage-
ment tools that a lot of people are
familiar with," Mr. Bergers at Sof-

tec noted.

Mr. Holtsnider said Helmsman's
Risktrac system has about half a
dozen different levels of security
for both the mainframe and mini-
computer versions.

Using the various measures, he
explained, access can be controlled
first by geography-for example, so
that a particular branch office or
company division would be able to
get into data pertaining only to that
office or division.

"There is some claims data that is
particularly sensitive,” Mr. Ros-
kopf commented.

"You may not want one division
to know what another division's
losses are.”

Mr. Huecksteadt agreed that
large corporations are concerned
"with preventing Subsidiary A
from getting into Subsidiary B's
data.”

A similar need occurs when a
central agency is handling claims
for numerous clients. The Texas
Municipal League in Austin, for
example, has 650 cities on its roster.
While every city has access to over-
all statistics for the group, no city
can call up the individual data for
any city but itself.

In addition, entry can be limited
by department, according to Scott
Gilmour, vp of marketing at Cor-
porate Systems in Amarillo, Texas.
For instance, the safety department
might be able to enter certain sta-
tistical information on claims but
no financial data, he said.

Another way of structuring ac-
cess is by hierarchy, which might
mean that only personnel at a high
level would be allowed to access
certain information. Each level of
staff, from executive to clerk, could
be authorized to see specific types
of data.

Certain fields can be blocked to
certain personnel, Mr. Huecksteadt
at Risk Sciences explained, giving
reserves as an example.

Mr. Holtsnider at Helmsman
noted that access could be even fur-
ther restricted by defining what an
employee can do with the informa-
tion that he or she has been allowed
to enter. For instance, someone can
be cleared to look only, whereas
someone else might be authorized
to both look and add or change
data. This could be further refined

to specify what sort of changes each
staff member is allowed to make.
"Only certain people can make
reserve changes," referring to the
company's combination PC and
mainframe system, "and certain
people can make only claims
changes," said Esther Dunn, risk
management office supervisor at
Georgia-Pacific Corp. in Atlanta.
Also, a person might be able to
enter certain information, but not
to get readouts of it, noted Ralph
Flygare, vp of systems vendor Cali-
fornia Interactive Computing in
VYWwest Hollywood. .



We don't have to tell you that liability insur-
ance coverage is harder to get than ever before. It's
in the news every day.

But we would like you to know that we're
doing everything we can to help insureds, agents
and brokers solve their liability problems.

And at a time when other insurers are with-
drawing from the market, we're enhancing our
ability to underwrite critical coverages like
Directors and Officers, Excess/Umbrella and
Municipalities liability.

IT'S NOT JUST TALK

AlIG has raised nearly $1 billion of new
capital to support underwriting risks, bringing
our total capital funds to nearly $4 billion.

We were able to raise that much money
because of our sound financial position. A direct
result of our adherence to basic underwriting prin-
ciples during the industry down cycle.

We need capacity now more than ever.

%€e.«3995

Because reinsurers, the companies that tradition-
ally have helped insurers spread risks, are having

their own capacity problems. And we have to help
fill the void.

WE'RE PUSHING FOR TORT REFORM, TOO

The crisis in our civil courts compounds the
problem. Because nothing reduces capacity faster
than excessive liability judgements. Here again,
AlG is taking action. By seizing every oppor-
tunity to focus public attention on the lawsuit
crisisthat is placing a burden on our whole society.

All these policies have one goal. To provide
our customers with the coverage they need at a
realistic price.

And that's the best capacity of all. Capacity
youban count on.

Am AMERICAN INTERNATIONAL GROUP
OF INSURANCE COMPANIES

Our Policies Are Your Best Insurance.
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Risk management information system directory

A & S Consultants Inc.

276 W. Main St., Northbcro, Mass.
01532; 617-393-8228

Year founded: 1978.

Software products:
- RISKVWATCH Workers
Comp: $495, ur.bundled hardware

and software; personal computer;
available in [985, functons include

OSHA logs, safety and repeated
claims reports.

- RISKWATCH Gprera__ Lia-
bility: $495, unbundled hardware
and software; personal comiuter;

available in .986; functions include

litigation and safely reports.

» P.ISKWATCH Auto: $495, un-
bundled hardware and software;
personal computer; available in
1986; functions inolude experience
and repeat accident reports.

- RISKWATCH Property: $495;
unburdled hardware and software;
personal computer; available in
1986, functions include experience
and valuation repcrts.

Staff: Seven lotal staff members,

all of whom are prifessionals.

Gross revenues: $400,010; 90%

from software, 1(% from services.

Principal officers: Carol Na-
shawaty, pres__dent; Nancy
Schwartz, vp

Ability Information
Systems Inc.

N. 2721 Van Marter, Suite 3,

Spokan€, Wash. 99206,
5C9-922-3677

Year founded: 1981.

Software products:

- LTD Problem Solver: unbun-
dled hardware and software; mini-
computer; first installation, 1981; 10
risk management department in-
stallations; 150 total installations;
functions include automa:ion of so-
cial securiy disability adjudication,
renabilitation, job matching and
placement.

Staff: N ine total staff members,
seven professional staff members.

Clients: 150 total clien-.s; 10 risk

management department clients;

~4

80% with gross revenues under
$200 million, 10% $200 million-$500
million, 7% $500 million-$1 billion,
3% exceeding $3.5 billion.
Gross revenues: Not reported.
Principal officers: Charles
Starbuck, president; George Wat-

ters, executive vp.

Adjustco Inc.

220 White Plains Road, Tarrytown,
N.Y. 10591; 914-332-4747

Year founded: 1981

Parent company: Frank B. Hall
& Co. Inc.

Software products:

« Prism: $35,000; unbundled
hardware and software; personal
computer; first installation, 1984; 28
risk management department in-

stallations; 114 total installations
functions include claims processing
and risk management.

Staff: 30 total staff members
five professional staff members.

Clients: 114 total clients; 28 risk
management department clients:
36% with under $200 miillion in
gross revenues, 18% $200 million-
$500 million, 14% $500 million-$1
billion, 11% $1 billion-$3.5 billion,
21% exceeding $3.5 billion.

Branch offices: Maitland, Fla.,
Chicago; Dallas; Santa Clara, Calif.,
Briarcliff, N.Y.

Gross revenues: $2.5 miillion;
35% from hardware, 20% from soft-
ware, 45% from services.

Principal officers: T.V. Hallett,
chairman/chief executive officer;
W.E. Kuebler, senior vp.

Anistics Inc.

640 Fifth Ave., New York, N.Y.
10019, 212-541-6050

Year founded: 1970

Parent company: Alexander &
Alexander Services Inc.

Continued on page 34

How to use

directory

The first directory of risk
management information
systems published by Busi-
ness Insurance includes in-
formation on companies that
produce and supply proprie-
tary software products to
corporate risk management

f personnel to fulfill their in-
formation system needs.

When noted, companies
supply their risk manage-
ment information system
products only in conjunction
with other services, such as
third-party administration.

Company listings begin
with the year founded and
parent company, if any.

Information-on software
products follows. Included
are the average completely
installed price, whether the
software and hardware are
fbundled or unbundled, the
ttype of hardware needed
(mainframe, minicomputer
or personal computer), the
year of the first installation,
number of corporate risk
management department in-
stallations as well as total in-
stallations to date, and the
functions the product per-
forms. A partial list of client
companies is also included if
reported by the vendor.

Information on staff, eli-
ents, branch offices, 1985
gross revenues and names
and titles of principal officers
complete the listings.

The directory is printed as
an editorial service; there is
no charge for companies to
be included. However, to be
listed companies were re-
quired to complete and re-
turn a questidnnaire pro-
vided by Business Insurance.

Iff Your company provides
risk management informa-
tion system software and you
Would like to be included in
the 1987 directory, please
write Marilou Jones, Di-
rectory Editor, Business In-
surance, 740 N. Rush St.,
Chicag6,-lll. 60611; or' call
312-649-5279.

Although we make everY
effort to publish complete
and accurate listings, Bust-
ness Jnsuranceis unable to
verify all information sup-

plied by vendors.



THERE'SON[YONE THING WORSE
THAN NO INFORMATION ATALL.

- ST m—-—a

1-47 - Wrja- A»: .57.0F  /zo. 172<:
. hj)::,r: G7 F = .. 620
L of //l423
& 3% - "<3 ST:

=z = 1.—i—- —
/2 == - ——— 0.

It's what's on a risk manager's desk.

Piles of information: Much of it in the wrong form.

Or place. Or found at the wrong time.

So instead of managing risk, a risk manager is
managing paper.

That's why CIGNA, with Corporate Systems, the
company that pioneered risk information manage-
ment, developed CRISsm: our innovative, on-line risk
information service.

CRIS not only gives risk manager and broker
access to all of a company's historical information,
loss data and claims reports in our data base.

It helps them organize it to best suit their needs.
Instantly and simply

Even more importantl* CRIS allows the risk

Insurance Company of North America

Aetna Insurance Company
ESIS Inc.

CIGNA companies

manager to enter exposure and allocation data
policy information and administrative costs for a
complete picture of a company's risk manage-
ment program.

So risk managers can finally make the decisions
that will improve their companies' bottom line.

If you would like more information on CRIS, and
you're an ESIS client, or major INA/Aetna casualty
insured, do nothing. CRIS will be made available to
you as a regular part of your program.

If you are not a client, but intend to become
one, and would like more information on CRIS, write
INA/Aetna, 1600 Arch Street, Department RD,
Philadelphia, PA 19103. Our response could be the
most useful information that crosses your desk.

CIGNA
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THE NATIONAL CONFERENCE AND TRADE SHOW ON THE

.——anage,nent of ealth- Data 86

THE
NATIONS
LARGEST !!

2
« Over 30 hours of
conferences & workshops.
ul
a.
ul
+ 100 National Exhibitiors
ul

TO EXHIBIT:
DUANE BUSA

(3052 448-6279

1ATT REGENCY

6/l How-do-hwalk.

HEAL'[:H)SrAVINGS?

— 1 —0i .— '
4. O —
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THISEXPOWILLTEACHYOU

5

s

FEATURED SPEAKERS:

- Dr. Walter McCk.re
Center for Policy Stucies.
Dr. Carl Schramn
Center for Hospitol
Finance & Managerrent.

* Mr. Charles MacKcJy
Lehigh Valley Business

ConferenceonHeolthCare.

- Professor Robert Fetter
Yale University School of
Organization and

Management.

TO REGISTER:
LINDA COOK

(305) 448-6242

All Correspondence: 4104 Ponce De Leon Blvd. - Coral Gables. Florida 33146

TEAM

Continued from page 32
Software products:

- ARIS*: $5,000-$175,000; time
sharing, software also available
separately; time sharing requires
personal computer, mainframe
runs software; first installation,
1979; 150 risk management depart-
ment installations; 600 total instal-
lations; supports risk management
functions including claims admin-
istration, payment processing,
quantitative analysis, reporting;
corporate clients include Union Pa-
cific Railroad, city of San Fran-
cisco, American Can Co., FMC
Corp., Olin Corp., Purity Supreme

Inc.

* Personal ARIS*: $775-$7,675;
unbundled hardware and software;
personal computer; first installa-
tion, 1983; 150 risk management
department installations; 150 total
installations; functions include pro-
viding data collection, financial
tracking and reports for claims sys-

Enter Our world
Of Healthcare
Dates Monagen.,ent
Technology

Welcome to the world of Resource Information
Management Svstems. Inc. (RIMS).Our state-of-

tne-arsottwareano innovativesupporrner-
work has made us Number One in the world of

heatrncare aara ana utilization management.

Our QicCl@im Healthcare Data Management
System has revolutionized the world of health

benefits management. Hunareas otrnira parry
@aministrators, Insurance carriers, ana Self-
administered coroorationshave gained Dian
aaministration control ana are effectivelv utiliz

ingtne we@Irn of neairncare aara caorurea oy
Qicclalm_ Manvoftneseoraanizationsareaiso
taking aavantale oftne optional moaules
available for Pre-Certification & Medical Case

Man@aement. dmna & AccountsReceivable, DS

aollityprocessing, Prescription Drug Processing
and Flexible Benefits Administration.

RIMSis leading the way with a Program for Alter-
native Care Environments OICPACE. A worldof

aavancea recnnologyana automarea solutions
is available forHealth Maintenance Organizations
ana Preterrea Provlaer Oraanizarlons. UICPACE

features unsuroassea caoaoilitiestor man@ging
contractea oroviaers, accommoaarina oreoaid
orcapiratea paymentscheaules ana processing
fee-for-service or out-of-area claims.

Our world contains much morethansuoerior

software DacKages. Exoerienceme inaustry's
«nost extensive customer service Drogram,

incluaing exceptional training ana eaucational

proarams. aualitv tecnnical Suooort...custom
programming ana mucn more. Can or return the
coupon provided and learn why RIMS has risen

to the topof the healthcaredata management

world.

Aims

RESOURCE INFORMATION
MANAGEMENT SYSTEMS, INC,

2015 Spring Road-Suite220 - Oak Brook. IL 60521-1811

312/789-0230

»,131»i; (/- o1

tems; corporate clients include
MINSTAR Inc., Georgia State Uni-

versity, Rohr Industries, Ohio
Edison Co.

= Custom ARIS™*: unbundled

hardware and software; applica-
tions for all types of hardware; first
installation, 1977; 175 risk manage-
ment department installations; 175
total installations; software is cus-
tom designed for companies.

Staff: 197 total staff members,
130 professional staff members.

Clients: 250 total clients, 250 risk
management department com-
panies.

Branch offices: Atlanta; Chi-
cago; Los Angeles, San Francisco
and Palo Alto, Calif.; Minneapolis.

Gross revenues: Not reported.

Principal officers: Luther T.
Griffith, president/chief executive
officer; William D. Scaff, executive
vp/chief operating officer; Richard
B. Hall, executive vp.

Cantor & Co.

9348 Santa Monica Blvd., Beverly
Hills, Calif. 90210; 213-859-7277

Year founded: 1982

Software products:

» Riskmap Risk Financing:
$1,950; unbundled hardware and
software; personal computer; first
installation, 1983; 80 risk manage-
ment department installations;
more than 100 total installations;
functions include risk financing,
discounted cash flow, comparative
analysis; clients include The New
York Times Co., National Medical
Enterprises Inc., U.S. Rentals,
Marsh & MelLennan Cos. Inc., Rol-
lins Burdick Hunter Co., J.H. Al-
bert International Insurance Advi-
sors, The Wyatt Co., Hospital Un-
derwriting Group.

* Riskmap Loss Forecasting:
$1,500; unbundled hardware and
software; personal computer; first
installation, 1984; six risk manage-
ment department installations; 12,
total installations; functions include
forecasting frequency, severity and
cost of property/casualty programs
by line of coverage and overall; eli-
ents include National Medical En-
terprises Inc., Charter Medical
Corp,, J.H. Albert International In-
surance Advisors, Eugene Thalitch
& Associates Ltd.

» Riskmap Captive Risk Fi-
nancing: $4,500; unbundled hard-
ware and software; personal com-
puter; first installation, 1984; two
total installations; functions include
income statements, equity and
available cash, loss reporting and
payment, discounted cash-flow
analysis; clients include Sullivan,
Kelly & Associates.

- Patient Care Monitoring Sys-
tem: $15,000; unbundled hardware
and software; personal computer;
first installation, 1985; more than
100 risk management department
installations; more than 100 total
installations; functions include re-
porting, quality assurance, utiliza-
tion review, infection control, risk
management, incident reporting;
clients include City of Hope Na-
tional Medical Center, St. Joseph
Hospital (Towson, Md.), Daughters
of Charity Hospitals (Calif.), St.
Vincent Hospital (Sante Fe, N.M.).

» Exposure Base Management
System (EBMS): $6,000-$10,000; un-
bundled hardware and software;
personal computer; first installa-
tion, 1986; one risk management
department installation; one total
installation; functions include
tracking and reports on worldwide
exposures; client is Dow Corning
Corp.

« Hospital RIMS: $7,500-$35,000;
unbundled hardware and software;
personal computer; first installa-
tion, 1984; eight risk management
department installations; nine total
installations; functions include

Continued on page 36



How far down the road should a

reinsurance company be before it'S considered secure?

2 ttil

The arrow further down the road
may look longer, but it isn't.
Be sure you're not under the same

[
' misconception when you assess the
J security of a reinsurance company.

Age is no guarantee of strength.
Other qualities are needed.

Oualities you'll find at Clarendon.
Surplus of $225m.

14 Creative, fiexible underwriting

dedicated to traditional licensed treaty
reinsurance.

A long term commitment to the
brokerage market.

If -

Although one armw looks longer than the other, they are identical. C LAR E N D O N NAT I O NAL
INSURANCE Co.

CLARENDON NATIONAL INSURANCE CO. & CLARENDON AMERICA INSURANCE CO. MEMBERS OF THE CLARENDON INSURANCE GROUR
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Automating your benefit plans does not need to carry
a price tag that is sky-high. SPARTIN SYSTEMS offers
a comdletely integrated Group Benefit Administration
and Claim Processing System with prices starting at
under $50,000. Call SPARTIN today and we will outline
a hardware/software solution for your firm with an af-
fordab/e down to earth price.

81-a86

Spartin systems

149254 Memorial Drive - Houston, Texas 77079
(713) 4964771
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Continued from page 34

claims management, financial anal-
ysis and repor-.ing, underwriting
analysis and reporting, actuarial
analysis, reinsurance analysis and
management, cost allocation; eli-
ents include National Medical En-
terprises Inc., Charter Medical
Corp., Hospital Underwriting
Group.

* Property,Casualty RIMS:
$7,500-$37,500; unbundled hard-
ware and software; personal com-
puter; first ins:allation, 1984; 10
risk management department in-
stallations; 11 total installations;
functions include claims tracking
and management, safety and loss
control, cost allocatiin, financial
analysis and reporting; clients in-
clude Preston Trucking Co.

= Corporate Overall Legal
Tracking System (C.O.L.T.S.):
$5,500-$7,500; unbundled hardware
and software; personal computer;
first installation, 1934; one risk

Get RISKIRAC? And Take Rill Control
Of Yourlnsurance ProgramWithYour Owniwo Hands.

RISKTRAC. In the risk management information battle,

Risk managers can't afford to be roped into an informa-
non system that doesn't give them full control of all their
insurance data.

That's why you should know about RISKTRAC.

RISKTRAC is a stand-alone computer software system
that consolidates your insurance program under your per-
sonal command. It runs on your equipment. In your office.
At your convenience. And answers come lightning fast. All
of which helps you make more informed decisions.

With RISKTRAC, you'll enjoy timely, flexible access to
accurate information for alllines of insurance. So you can
control your costs more effectively

For further information, call Helmsman Management
Services* at 617-891-1168. Or mail in the coupon.

you couldn't ask for a better ally

El Please send me more information on RISKTRAC® “1

Helmsman Management Services, inc.
9 Riverside Rd.

Weston, MA 02193

Name

Company

AA<Iress

City

Business Phone

*RISKTRAC is a product of Helmsman Management Services, Inc., a member of the Uberly Mutual Insurance Group.
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management department installa-
tion; one total installation; functions
include tracking and analysis of cor-
porate legal costs; client in National
Medical Enterprises Inc.

» Underwriting Analysis Sys-
tem: $8,000-$15,000; unbundled
hardware and software, personal
computer; first installation, 1984;
two risk management department
installations; functions include
profit analysis and reinsurance re-
covery.

Staff: Five total staff members,
all of whom are professionals.

Clients: More than 200 risk man-
agement department and total cli-
ents; 25% with gross revenues
under $200 million, 60% $200 mil-
lion-$500 million, 10% $500 million-
$1 billion, 4% $1 billion-$3.5 billion,
1% exceeding $3.5 billion.

Gross revenues: Not reported;
5% from hardware, 80% from soft-
ware, 15% from services.

Principal officers: Alan B. Can-
tor, president.

CIGNA Corp.-CRIS Risk
Information Services

1600 Arch St., Philadelphia, Pa.
19103; 215-241-3831

Software products:

- CRIS-CIGNA'S Risk Informa-
tion Services: available in conjunc-
tion with company's insurance ser-
vices; bundled hardware and soft-
ware; personal computer; first in-
stallation, 1983; 350 risk manage-
ment department installations; 400
total installations; functions include
analysis of claims information and
policy, bond, property, premium
and billing information; corporate
clients include Firestone Tire &
Rubber Co., Ashland Oil Inc., The
Times Mirror Co., Gillette Co., Uni-
versity of California.

- CRIS Advanced Functions:
$10,000-$20,000, available in con-
junction with company's insurance
services; bundled hardware and
software; first installation, 1984; 30
risk management department in-
stallations; functions include fore-
casting, loss triangles; corporate eli-
ents include Whittaker Corp., Bor-
den Inc., ITT Corp.

Staff: 55 total staff members, 50
professional staff members.

Clients: 2,600 total clients; 350
risk management department cli-
ents; 20% with gross revenues $200
million-$500 million, 30% $500 mil-
lion-$1 billion, 30% $1 billion-$3.5
billion, 20% exceeding $3.5 billion.

Branch offices: Atlanta; Boston;
Chicago; Irving, Texas; Detroit;
Houston; Los Angeles; New York;
Seattle; San Francisco; Bala Cyn-
wyd, Pa.

Gross revenues: Not reported.

Principal officers: Robert Kil-
patrick, chief executive officer;
Wilson H. Taylor, president-prop-
erty/casualty group; Hartzel Z.
Lebed, president-CIGNA Corp.

Conway Computer
Consultants Inc.

4621 W. Napoleon Ave., Metairie,
La. 70001; 504-456-8800

Year founded: 1976.

Software products:

- PRO-CLAIM (Professional
Claims Administration & Risk
Management Information System):
$35,000; unbundled hardware and
software; mini-computer or per-
sonal computer; first installation,
1981; six total installations; system
provides claims administration and
general risk management informa-
tion functions; corporate clients in-
clude Marinco Inc., United VVan
Lines Inc.; additional clients in-
clude Claims Management Ser-
vices, American Excess Un-
derwriters, Southern Insurance
Agency.

Staff: 15 total staff members, 10
professional staff members.

Clients: Six total clients; 80%
with gross revenues under $200
million, 20% $200 million-$500 mil-

lion.

Continued on net page
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Branch offices: Denver.
Gross revenues: Not reported;
80% from software, 20% from ser-
Principal officers: Raymond W.
Stephens Il, president; Paul M.
Gregory, vp.

Ricon Inc.

10200 S.W. Eastridae, Suite 205,
Portland, Ore. 97221 503-297-4724

Year founded: 1985.

Software products:

« RISKPAC: $9,500; bundled
hardware and software; personal
computer; first installation, 1985;
six risk management department
installations; six total installations;
functions include claims reporting,
adjusting and check processing for
workers compensation, general lia-
bility and property/casualty
claims; corporate clients include
Fred Meyer Inc., Clackamas
County (Ore.); TPA clients include
Self-Insured Management Services
Inc., Diversified Risk Management,
Self-Insured Benefactors Plus.

Staff: Four total staff members,
all of whom are professionals.

Clients: Six total clients; six risk
management department clients,
90% with gross revenues under
$200 million, 10% $500 million-$1
billion.

Gross revenues: $75,000; 10%
from hardware, 80% from software;
10% services.

Principal officers: Richard H.
Goffe, president.

Risk Sciences Group Inc.
5620 Glenridge Drive N.E., Atlanta,
Ga. 30342; 404-256-0830

Year founded: 1978.

Parent company: Crawford &
CO.

Software products:

* Sigma+System: $25,000-
$50,000; bundled or unbundled
hardware and software; personal
compulter; first installation, 1978; 50
risk management department in-
stallations; 70 total installations;
functions include on-line inquiry
and reporting services, risk analy-
sis, premium allocation, loss con-
trol, exposure monitoring; corpo-
rate clients include Denny's Inc.,
Anheuser-Busch Cos. Inc., Xerox
Corp., Washington Metropolitan
Transit Authority, Warner-Lam-
bert Co.

» Cast: $3,000-$10,000; bundled
or unbundled hardware and soft-
ware; personal computer; first in-
stallation, 1981,50 risk manage-
ment department installations; 70
total installations; functions include
policy administration, loss and ex-
pense forecasting; corporate clients
include Denny's Inc., Anheuser-
Busch Cos. Inc., Xerox Corp.,
Washington Metropolitan Transit
Authority, Warner-Lambert Co.

- Litigation: $15,000-$25,000;
unbundled hardware and software;
personal computer; first installa-
tion, 1985; five risk management
department installations; five total
installations; functions include
maintanance of litigation records
and reporting; corporate clients in-
clude Warner-Lambert Co., Cer-
tainTeed Corp.

Staff: 29 total staff members, 21
professional staff members.

Clients: 48 total clients; 48 risk
management department clients;
7.5% with gross revenues under
$200 million, 7.5% $200 million-$500
million, 25% $500 million-$1 billion,
35% $1 billion-$3.5 billion, 25% ex-
ceeding $3.5 billion.

Branch offices: New York; Sau-
salito, Calif.

Gross revenues: $2.7 million;
55% from software, 45% from ser-

Principal officers: Richard F.
Denning, president; Dennis M.
Aaron, Andrew R. Daniels and R.
Michael Keating, vps-operations;

Carol J. Freytag, vp-computer de-
velopment; John W. Huecksteadt,
vp-computer services.

Rollins Burdick Hunter
Co..Risk Management
Services

10 S. Riverside Plaza, Chicago. 111.
60606; 312-559-2000

Year founded: 1898.

Parent company: Combined In-
ternational Corp.

Software products:

* RISKAN: $1,000-$63,000 for
installation, $1,500-$81,000 for an-
nual charges; bundled or unbun-
dled hardware and software; per-
sonal computer; first installation,
1982; 37 risk management depart-
ment installations, 66 total installa-
tions; functions include analysis for
market submissions, determining
funding levels and alternatives, es-
tablishing budgets, cost allocation,
claims adjusting, safety and loss
control, adhoc questions and analy-

F.c.ReE P ce introduced -

Staff: 35 total staff members, 29
professional staff members.

Clients: 51 total clients; 18% with
gross revenues under $200 million,
16% $200 million-$500 million, 11%
$500 million-$1 billion, 39% $1

billion-$3.5 billion, 16% exceeding
$3.5 billion.

Branch offices: St. Louis, New
York, San Francisco.

Gross revenues: $672,000; 10%
from hardware, 65% from software,
25% from services.

Principal officers: R. David
Turner, vp; Gary Spirduso, second

1 5

Seligman Information
Systems

234 Garden St., Roslyn Heights,
N.Y. 11577; 516-484-5177

Year founded: 1985.

Software products:

* ACCESS-The Claims Infor-
mation System: $5,000; unbundled
hardware and software; personal
computer; available in 1986;
functions include financial, safety
and c.iams administration reports
and other risk management
functions for fully insured com-
panies.

Gross revenues: Not reported.

Principal officers: Thomas Se-
ligman, president.

Softec Inc.

33063 Schoolcraft Road, Livonia,
M ch. 48150; 313-261-4440

Year founded: 1982

Software products:

* PC RISKMASTER: $8,000;
unbundled hardware and software;
personal computer; first installa-
tion, 1982; 80 risk management de-
partment installations; 165 total in-
stallations; functions include gen-
eral claims administration, workers

WE'RE SO SURE
YOU'LL LIKE OURNEW

STRUCTURED SETTLEMENT

SOFTWARE
WELL THROW IN

THE HARDWARE FREE.

—u -

STRUCTURE ONE,

a new software
package that lets

risk managers - ,«
develop their fil

own structured T

settiements. —

Already, the response
has been tremendous.

_ In fact, claims special-, 2 as ---
istsdon't justlik

- —ir

ung

e - -—-n

STRUCTURE ONE, -1

thil/| love it.

ere are afew rea- ' Ml

sons why.

STRUCTURE ONE lets

you print settlement pro-
posals in just ten minutes
with and without premium
costs. And a basic file in just

a minute or two.

It illustrates compounding

annuity growth.

It develops and prints settle-
ment releases and third party as-
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compensation administration,
property management, policy man-
agement, safety; corporate clients
include Norfolk General Corp.,
The Budd Co., University of Michi-
gan, Holy Cross Hospital.

- Mini RISKMASTER: $45,000;
bundled hardware and software;
minicomputer; first installation,
1983; 15 risk management depart-
ment installations; 20 total installa-
tions; functions include general
claims administration, workers
compensation administration,
property management, policy man-
agement, safety, plotting, spread-
sheets; corporate clients include
Household International Inc.; TPA
clients include Cranbrook Agency,
Insurance Management Services.

$120,000; bundled hardware and

r signment forms.

Prints proposal

cover sheets,
cover letters and ad-

dresses envelopes.

claims adjusters and And even Ig

e!b%ac}/ogw%‘!)ro-

gress of your cases.

. ##. .

Naturally, we think
everyone in the busi-

ness should have

» STRUCTURE ONE.

And if you don't already

%‘ﬂ?‘ﬁtﬁﬁ/e the hardware to use it,

we'll give it to you free.
Either an IBM PC with a
printer for your office.
Or a COMPAQ portable com-

puter and printer that you can
even take to a settlement confer-

ence with you.

To find out all about STRUC-
TURE ONE and/or our free com-

puter offer, call Joe O'Reilly at

1-800-343-7772.

He'll tell you why one of the
best things in the claims busi-
ness, these days, is free.

FROM BROKERS SERVICE
500 South Main Street, Providence, RI 02903. Other offices in Boston, New York City and New Orleans.
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tion administration, property man-
agement, policy management,
safety, plotting, spreadsheets.

Staff: 16 total staff members, 12
professional staff members.

Clients:. 185 total clients; 10%
with gross revenues under $200
million, 30% $200 million-$500 mil-
lion, 35% $500 million-$1 billion,
15% $1 billion-$3.5 billion, 10% ex-
ceeding $3.5 billion.

Branch offices: Rockaway, N.J.

Gross revenues: Not reported;
20% from hardware, 70% from soft-
ware, 10% from services.

Principal officers: Mark E.
Dorn, president.

3R Co.

39 Bowman Lane, Kings Park, N.Y.
11754; 516-265-1796

Year founded: 1985.

Software products:

- Triangle Analysis: $299; un-
bundled hardware and software;
personal computer; available in
1986; functions include analysis of
workers compensation and general
liability loss reserves, measurement
of exposures.

Staff: Two total staff members,
one professional staff member.

Gross revenues: Not reported,
100% from software.

Principal officers: Joseph A.
Rinaldi, owner.

The Travelers Insurance

Co..Risk Management
INnformation Services
Department

1 Tower Square, Hartford, Conn.
06183; 203-277-6943

Year founded: 1864.

Software products:

- CARMA: $45,000; bundled
hardware and software; main-
frame; first installation, 1982; 50
risk management department in-
stallations; 92 total installations;
functions include loss control, fi-
nancial analysis and claims admin-
istration.

- PC CARMA: $15,000; unbun-
died hardware and software; per-
sonal computer; first installation,
1985; 22 risk management depart-
ment installations; 22 total installa-
tions; functions include loss control,
financial analysis and claims ad-
ministration.

« SAILOR On-Line: $1,000; un-
bundled hardware and software;
personal computer; first installa-
tion, 1984; 74 risk management de-
partment installations; 299 total in-
stallations; functions include loss
control, financial analysis and
claims administration.

Staff: 100 total staff members, 50
professional staff members.

Clients: 366 total clients; 226 risk
management department clients;
22% with gross revenues under
$200 miillion, 17% $200 million-$500
million, 28% $500 million-$1 billion,
31% $1 billion-$3.5 billion, 2% ex-
ceeding $3.5 billion.

Branch offices: Los Angeles.

Gross revenues: $2.84 million;
4% from hardware, 35% from soft-

ware, 61% from services.

Principal officers: E. Budd,
chief executive officer; Jack
Gardner, second vp.

Underwriters
Adjusting Co.

2 Corporate Place South,
Piscataway, N.J. 08854;
201-981-8200

Year founded: 1918.

Parent company: Continental
Corp.

Software products:

 Claims Backer: $15,000-
$60.000, available in conjunction
with company's claims adjusting
services; unbundled hardware and
software; personal computer; first
installation, 1985; two risk manage-

Simon, chairman; Darrell K. Stone,
executive vp; Robert F. Mas:ro-
berti, senior vp-operations; C. Lee
Gabbert, senior vp-claims; William
F. Bergs, vp-marketing.

workers compensation claims; TPA
clients include Creative Risk Man-
agement.

- PAC-CLAIMS: $40,000-
$80,000; bundled or unbundled
hardware and software; minicom-
puter; first installation, 1986; one
total installation; functions include
processing and administration of
property/casualty claims; TPA eli-

Parent company: Weyer-
haeuser Co.

Software products:

« CompTrack: $75,000; unbun-
dled hardware and software; mini-
computer; first installation, 1985;
four risk management department
installations; four total installa-
tions; functions include manage-

ment department installations; 85
total installations; functions include
on-line claim and draft inquiries,
reports.

WLT Software

Clients: 19 total clients.

Services Inc.

Staff: 3,400 total staff members,

. 35 Crocker Blvd., Mount Clemens
2,300 professional staff members.

Mich. 48043; 313-463-6770

Clients: Two risk management Tiner Jr., president.

department clients, 100% with gross
revenues $1 billion-$3.5 billion. Year founded: 1980.

Software products: Weyerhaeuser

- COMP-CLAIMS: $40,000-
$80,000; bundled or unbundled
hardware and software; minicom-

Branch offices: 77 locations
throughout the U.S.; regional of-
fices in Livingston, N.J.; Atlanta;

) ) 206-924-4108
Dallas; Chicago; Sacramento, Calif.

puter; first installation, 1985; two
Gross revenues: Not reported. total installations; functions include

Principal officers: Richard A. processing and administraticn of Year founded: 1985.

Jack and Jill went up the hill
To fetch a pail of water;

Jack fell down and broke hjs crown
And Jill came tumbling after.

ent is Creative Risk Management.
Staff: 13 total staff members,
five professional staff members.

Gross revenues: Not reported.
Principal officers: William L.

Information Systems
CCB-3C, Tacoma, Wash. 98477;

ment of workers compensation
programs; corporate clients include
Simpson Timber Co., school dis-

tricts.

Staff: 404 total staff members,
365 professional staff members.

Clients: Four total clients; four
risk management department cli-

ents.
Gross revenues: Not reported.

Principal officers: Frank
Guthrie, general manager; Steve
Van Slyke, manager-applications
software products. .

If Jack and Jil
only one fully intec

complete function

possible, and duplicat
data is avoided.
' And, because the
modules are fully
1 interactive,
i current
variety of reports that give / information
total risk exposure and ( 1 is instantly ' J

management analysis

The CIC system automatically
processes claims for medical
insurance, workers' com-
pensation, permanent dis- (
ability, all lines of liability,

and provides a wide

capabilities.
Plus, it handles loss ,k ..1 ,

trending and fore- .. tfl/

casting, ad hoc LI - TR I

anal_ysis and re- available to anyone

porting, account- with a need to know.
— 1

ing chores, billing, , But perhaps best of all, pay-

A back can typically occur
premium alloca- _j111\ -

tion, and policy 3,. 4- - .
management. %\\' Ati,

reinsurance,

within 18 months.

Seven modular, stand-alone
systems make up the

Because -
the CIlIC B . complete CIC system
system is -' - r = *. Each module in the
uniquely CIC system is ded-
compre- icated to a particular

Wrifia.L activity, such as the
H¥*53 '.- processing of
group medical

hensive, and information . -
retrieval is so easy, it is the
perfect tool to process

claims for health mainte- orgeneralliability

nance organizations, -, rk=r claims.
insurance carriers and agencies, Operation is by
self-insured organizations that f your own per-—

are selfadministered (regardless ilillill sonnel. On-line,
of their size), and third party I m ef_d rive N

administrators.

All the system modules are

fully integrated, therefore IF-:14)

combined loss reporting is made Q><:t4

system is rf

screens and on-demand user
instructions, plus a host of other
easily learned features, make the
CIC system easy for anyone to
use. In-fact,-most CIC users have
no prior computer experience

at all.

And because of the system's
unique modular design, you buy
only as many modules as you
need now, then easily add to the
system as your requirements

grow.

CIC software easily performs
these tasks

RD.Rating » PPO - Reinsurance
« Billing * Legal Tracking « PC
Interfacing - Tracking of Medical
Fees - ICD9 to DRG Conversion -
Combined Reporting - Ad Hoc

Analysis - Policy Management -

Cost Containment - Premium
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total installations; functions include

Wengler, pres.dent; Wanda Rappa-
port, directcr-software sales/mar-
air, water ar.d scil monitoring, PCB keting.

inventory, waste tracking and

monitoring; corporate clients in-

clude Cummins Engine Co. Inc.,

Manville CorT., General Dynamics h
Corp.

- FLOW GEMINI Occupational
Health Information System:
$95,000-$200.001; unbundled hard-
ware and scitware; mainframe or
minicomputer first installation,
1982; more than 30 total installa-
tions; functions include industrial

Helmsman Management
Services Inc.

9 Riverside Road, Weston, Mass.
C2193; 617-891-1168

Year founded: 1982.
hygiene and safety surveillance,
health physics; corporate clients in-
clude Chevron Corp; The Dow
Chemical Co.. Abbott Laboratories,
Grumman Corp.

Staff: 2,000 t;tal staff members.

Parent company: Liberty Mu-
tual Insurance Co.

Software products:

- Risktrac: $30,000; unbundled
hardware and software; mainframe
or minicomputer; 20 risk manage-
ment department installations; 20

Clients: Not reported.
total instalations; functions include

Branch 01 fices: Santa Barbara,
Callif.; Rickmar.:Worth, England.

Gross revenues: Not reported.

claims management loss analysis,
lozation infor mation management,
coverage specifications, premium
allocation, loss forecasting.

RISK MANAGE
BACKED UP.

Principal officers: Robert

linie

-

and supervisors has been helping risk man-
agers for over 65 years. Now the team is
eqg-iippeel to do even more.

For more complete information about
our new capabi ities, contact: Market ng Vice
President, Underwriters Adjusting Company,

2 Corporate PlazeSouth, Piscataway, NJ 08854
Or call 201-981-8200.

Staff: 50 total staff members.

Clients: 20 total clients; 20 risk
management department clients,
5% with gross revenues under $200
million, 10% $200 million-$500 mil-
Lion, 10% $500 million-$1 billion,
: 5% $1 billion-$3.5 billion, 50% ex-
ceeding $3.5 billion.

Branch offices: San Francisco,
Atlanta, Chicago, New York, Phila-
celphia, Dallas.

Principal officers: Louis Li-
mauro, preside nt Elliott Will:ams,
[} =}

Insurance Software
Packages Inc.

51- 8 N. 56th St., Suite 260, Tania,
Fla. 33610; 813-621-6069

Year founded: 1985.

Z\ie

THE TEAM WORKS

Software products:

- Workers Compensation
Claims System: $12,000-$20,000; un-
bundled hardware and software;
firs: installation, 1985; eight risk
management department installa-
tions; nine total ins.allations;
functions include automatic corre-
spondence, follow-up, insurance
plan maintenance, on-line in-
quiries, management reports,
claims adjud.cation and ren. ote ac-
eess; corporate clients include
Tropicana Products Inc., Florida
Power & Light Co., Harper Grace
Hospitals.

Staff: 12 total staff members,
eigh t professional staff members.

Clients: Nine total clier.ts; 100%
with gross revenues under $200

miillion.
Branch offices: Warren. N.J.

Gross revenues: $30C,000, 100%
from software.

Principal officers: A. Allan Ma-
chesney, president.

T a
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Thomas L. Jacobs &
Associates Inc.
230 W. Monroe, Suite 545,
Chicago, 111. 60606; 312-346-0155

Year founded: 1915.

Software produbts:

- Jacobs Disability Management
System (JDMS): unbundled hard-
ware and software; mainframe,
minicomputer or personal com-
puter; first installation, 1984; eight
risk management department in-
stallations; eight total installations;
functions include short- and long-
term disability administration; cor-
porate clients include lllinois Bell
Telephone Co., Wisconsin Bell Inc.,
Supermarkets General Corp., Fed-
eral Express Corp., Indiana Bell
Telephone Co., Life Insurance Co.
of the Southwest.

Staff: 40 total staff members, 30
professional staff members.

Clients: 106 total clients; 10%
with gross revenues under $200
million; 10% $200 million-$500 mil-
lion, 10% $500 million-$1 billion,
30% $1 billion-$3.5 billion, 40% ex-
ceeding $3.5 billion.

Gross revenues: $1.79 million;
50% from software, 50% from ser-
vices.

Principal officers: Richard A.
Lewis, president; Richard H. Wille
and James E. Roman, senior vps.

Johnson & Higgins-Risk
Management
Department

95 Wall St., New York, N.Y. 10005;
212-701-8347

Year founded: 1845.

Software products:

e RMSS: $20,000; unbundled
hardware and software; main-
frame; first installation, 1974; 50
risk management department in-
stallations; more than 125 total in-
stallations; functions include loss
runs, on-line access, regulatory re-
porting, cost allocation, reserve
analysis, loss trending and claims
administration; corporate clients
include GTE Corp., New Jersey
Transit Authority.

- RMSS/PC: $10,000; unbundled
hardware and software; personal
computer; first installation, 1984;
six risk management department
installations; more than 20 total in-
stallations; functions include prop-
erty value, bond register, premium
management, claims management
and policy register; corporate eli-
ents include Tampa Electric Co.,
The Mead Corp., Burlington Indus-
tries Inc.

Staff: 15 total staff members,
eight professional staff members.

Clients: 150 total clients; 55 risk
management department clients,
5% with gross revenues under $200
million, 30% $200 million-$500 mil-
lion, 25% $500 million-$1 billion,
25% $1 billion-$3.5 billion, 15% ex-
ceeding $3.5 billion.

Branch offices: 43 locations
throughout the United States.

Gross revenues: Not reported;
20% from hardware, 20% from soft-
ware, 60% from services.

Principal officers: Alan Page,
senor vp; Arthur Koritzinsky, vp;
Phillip Levine, assistant vp.

Litigation Systems Inc.

100 Fifth Ave., Waltham, Mass.
02154; 617-890-0800

Year founded: 1983.

Software products:

= LS| Data Base: unbundled
hardware and software; personal
computer; first installation, 1984;
one risk management department
installation; 24 total installations;
functions include data base crea-

Continued on next page
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The Ex-hange is strategically
headqiartered k Chicago-the
crossrcads of the financial world.

D.CLASS

The Rising Star in Insurance Marketing

" he lingis, nsucance Rxchange has. attained. an.gnviaple posiion

facility offering tremendous opportunities forprofessional brokers aad
serious investors. Consider these important qualities:

* Professionalism-distinguishes thz Exchange at all levels inelid-
ing its skilled personnel, knowledgeEble syndicate underwriters and
prominent members of its Board of Trustees. They are an elite grolp.

* Long-Term Financial Stability-a conservative underwnting
approach coupled with the security inherent in the Exchange's Guar-
anty Fund characterize its responsible commitment to the future.

* Unprecedented Growth and Capacity-the Exchange continues
to experience record increases in its capitalization level, number of
contracts issued and premium volume.

* Profitability-an American success story. the Exchange is an

attractive money-making opportunity for individual investors, corpo-
rations and partnerships.

"Hitch your wagon to a star" by contacting
James M. Skelton, President and CEO, today.

lllinois Insurance Exchange
175 W JACKSON BLVD. - CHICAGO, IL 60604 - 312/939-2400

Call us at the telephone number most convenient for you.

Continued from previous page
tion, consulting, training, support,
networking and electronic mail for
litigation management.
Staff: 70 total staff members, 10
professional staff members.
Clients: Not reported.
Branch offices: Locations
throughout the United States.
Gross revenues: Not reported.
Principal officers: Charles J.
Purrelli, president; William E. Bai-

ley, executive vp; George P. Reedy,
chief financial officer.

d M

National Risk
Management Inc.
2682 Bishop Drive, Suite 116, San
Ramon, Calif. 94583;
415-830-9080; 800-833-2530 in
California; 800-628-7475 in other

states

Year founded: 1978.

Software products:

* NRM Workers Compensation:
$15,900-$25,900; bundled or unbun-
dled hardware and software; main-
frame, minicomputer or personal
computer; first installation, 1981; 15
risk management department in-
stallations; 19 total installations;
functions include workers compen-
sation claims administration and
analysis; corporate clients include
Springs Industries Inc., Golden
Gate Disposal Co., Alamed County
Schools Insurance Group; TPA eli-
ents include Claims Management
Inc.

- NRM Liability System:
$15,900-$23,900; bundled or unbun-
dled hardware and software; main-
frame, mini-computer or personal
computer; first installation, 1981; 12
risk management department in-

stallations; 17 total installations;
functions include liability claims
administration and analysis; clients
include Insurance Consulting Asso-
ciates Inc., Redwood Empire Mu-
nicipal Insurance Fund, Educators
Insurance Co.

Staff: 12 total staff members,
four professional staff members.

Clients: 39 total clients; 60% with
gross revenues under $200 million,
15% $200 million-$500 million, 15%
$1 billion-$3.5 billion, 10% exceed-
ing $3.5 billion.

Gross revenues: $1.38 million;
30% from hardware, 60% from soft-
ware, 10% from services.

Principal officers: Frank E.
Amatelli, president; Craig A. Zivo-
lich, vp; LuEllen Steele, secre-

tarv/treasurer.

Quaestor Consulting Co.

178 Gerald Drive, Danville, Calif.
94526; 415-820-6192

Year founded: 1986.

Software products:

- Quaestor Financial Models:
unbundled hardware and software;
personal computer; first installa-
tion, 1986; one risk management
department installation; two total
installations; models use spread-
sheets to analyze risk management
problems with database of carrier
or claims administrator; corporate
client is Amfac Inc.; consulting cli-
ent is Applied Risk Funding.

Staff: Two total staff members,
both of whom are professional staff

members.
Clients: Two total clients, one
risk management department eli-

ent.

Continued on next page

STRUCTURED SETTLEMENT.
YOU GET ANSWERS FROM
OUR EXPERTS ABOUT

TORT REFORM.

KNOWLEDGE. Which way s tor

reform headed at the fideral level? In state legisla-
tures? Has the California MICRA law become the

guide for tort reform? Will the Ontario, Canada
model influence U.S. laws? Or willlocal concerns
produce a statutory patchwork guilt? How will
emerging trends affect your defense or settlement
of claims? The more you know now, the better.

WE ARE INVOLVED. Allan White cofounder of
The Structured Settlements Company was among
the leaders who originated the structured settle-

ment concept. Now he and others of our partners
and consultants serve as advisors to lawmakers at

both the state and federal levels.

WE SHARE OUR EXPERTISE. When the Defense
Research Institute recently held a seminar on
medical liability, two of our senior people were
members of the faculty. Others lead sessions on
structured settlements for the NationalJudicial
College. Can this expertise really make a difference
to you? To find out ask Mark Dickson, or another
of our consultants, to attend your next settlement

conference. At no cost.

THE

Los Angeles 213/642-1999 / 800/421-2022

St. Petersburg 813/823-2666 / 800/237-6361
Offices in Boston * Chicago * Cincinnati Dalias ' Ft. Lauderdale
Kansas City * Los Angeles * New fork San Francisco * St, Petersburg

COMPANY

SETTLEMENTS.
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LOSS-CONTROL AID

Information systems can help companies reduce risk

By Michael N. Singer

)F THE FIVE methods tha

corporatlons use 10 manage
risk-insurance, non-insurance transfer,
avoidance, retention and loss
control-the last method is usually
adopted for two reasons: Loss control is
often combined with one of the other
methods and it is usually the most
cost-effective.

In a healthy business it is impossible to
avoid all risk. Therefore, reducing or
eliminating accidents will save the
enterprise money with the least
additional cost.

In fact, if one takes into account the
costs of disruption, lost time, decrease in
morale and retraining, then the savings
produced by loss control can indeed be

substantial.

These savings are especially relevant
as commercial insurance rates are
skyrocketing, making self-insurance and
higher deductibles more and more
preferable.

In addition to the cost-effectiveness of
loss control, non-financial benefits should
be kept in mind. Every accident
prevented represents a potential
workplace injury that was avoided.

As companies increase their
loss-control efforts, they are finding that
risk management information systems
can ease the task.

In fact, an RMIS can assist loss-control
initiatives in at least four ways:

* Forecasting to get attention and set
goals.

» Allocating to ensure compliance to
loss-control goals.

* Trend analysis to focus engineering
efforts.

» Loss analysis to determine causes.

The entire process can be summarized
in a flow chart (see lllustration 1).

Loss forecasting

There is an old joke about the farmer
who needed to make his mule follow
instructions. The farmer first had to get
the mule's attention by applying a
two-by-four to the side of the mule's
head.

Our electronic equivalent of the
farmer's two-by-four is the risk
management information system.

Forecasting losses can be a very
eye-opening experience for upper and
middle management. As an attention
getting device, the information system
can display graphically what cost will be
in the future if current loss-control
practices are continued.

In addition to getting management
attention, loss forecasts generated on an
RMIS have been used to actually set goals

| for managers. The managers of the

divisions that perform better than
forecasted are rewarded.
The advantage of this method of

setting goals is that many important
factors are taken into account, like

Michael N. Singer, PH.D., CPCU, is dep-
uty managing vp of the New York office

of Anistics Inc., a subsidiary of Alexander
& Alexander Inc.

How an RMIS can

RMIS

r

Forecast Allocate

losses costs

-+ bfrp +
Get
Set

management

) goals
attention

Reducelosses

averaging recent trends and factoring in
variations in exposure. The manager thus
will feel that the goal is not beyond

reach.

Premium allocation

Premium allocation-or more
accurately, cost-of-risk allocation-is
another powerful loss-control tool that
can be provided by an RMIS. And
allocation, like loss forecasting, can both
command management's attention and
help set goals.

Allocating costs is perhaps the ultimate
attention-getting device because it hits
division managers where it hurts the
most-in their pockets. Most managers'
compensation is based on bottom-line
results. When the true cost of risk is
included in the operating expenses, it has
an immediate and direct effect on the

bottom line.

Conversely, any savings in
property/casualty insurance premiums
or self-insured losses go straight to the
bottom line.

It is also possible to develop a bonus
incentive plan that separately rewards
managers for good loss control. This has
the advantage of maintaining the
incentive to promote good loss control
even if other economic conditions are not
favorable.

However, this plan requires the extra
administrative burden of a separate
incentive system and an unusually high
commitment from top management.

It often is easier to include the
allocated cost of risk as just another cost
of doing business.

In order for the allocation to properly
motivate loss control, the managers must
be shown how they can improve their
bottom line by reducing losses.
Therefore, at least some of the allocation
should be based on experience, rather
than simply exposure.

Similarly, large losses should be
truncated so that a single large loss does
not cancel all incentive.

Loss-control engineering is a
component of the total cost of risk,
whether those services are provided by
the corporation or purchsed from an
outside vendor. Since it is a cost of risk, it
should be allocated.

However, since loss-control

aid loss control

IHlustration 1

Plant A
Analyze Analyze
trends losses

Plant B

Focus loss

Determine

control
causes

efforts

Plant D .

engineering is to be encouraged, its
allocation should be based on
exposure-not usage. Managers will be
more likely to avail themselves of
loss-control service if they feel they have
already paid for it.

Trend analysis

One of the ways that a risk
management information system can be
used to promote loss control is through
the analysis of trends over time.

In concept, this has similarities to loss
forecasting but with two vital
differences.

In forecasting, we project past trends
into the future and smooth out the
glitches.

In trend analysis, however, we do not
project the past trends into the future, we
concentrate on the past.

Also, we do not smooth out the
glitches-in fact, we look for glitches.

Some examples will demonstrate this
more clearly. Imagine we are looking at
graphs of the number of accidents per
employee over five years for various
similar plants (see lllustration 2).

Plant A has a steadily increasing rate
of accidents and probably needs to
improve loss control in many areas.

Plant B had a good history, but
something dramatic happened in the last
year to increase the accident
level-perhaps a new manager, new
work rules or new equipment.

Plant C appears to be doing well and,
although Plant D had a problem three
years ago, it seems to have the situation
under control.

Plants A and B need improved
loss-control efforts. Plants C and D
probably do not.

However, we run into difficulty when
we try to quantify what seems fairly
obvious from the graphs.

How high a slope in a case similar to
Plant A's should trigger an investigation?
How big an increase in a case similar to
Plant B's should trigger an investigation?

Perhaps any positive slope should
trigger an investigation, or perhaps only
those plants with the highest slopes
should be investigated.

In the case of Plant B, one has to be
reasonably sure the increase is
statistically significant and not a random

Plant C -

1981

Loss histories of four plants

Hlustration 2

1982 1983 1984 1985

Chart: Amy Palmer

fluctuation.

For example, if a company has 50
identical plants and an average
frequency of 15 accidents per year at
each plant, then one can expect
approximately 10 plants to have 20 or
more accidents in any year.

Again, perhaps the answer is to
concentrate on those plants with the
largest fluctuations.

Loss analysis

Risk management information systems
have been providing loss-control
engineering assistance for many years.
This has consisted primarily of analyzing
losses for patterns or similarities to detect
underlying causes.

By encoding the particulars of each
accident, the computer can analyze the
data to find which of those particulars
are most prevalent.

Some of the items that are tracked are:

« Agency, or the object that triggered
an accident like a truck, a certain tool,
etc.

« Cause of the accident, like falls, slips,
trips, etc.

- Body part, like fingers, backs, arms,
etc..

= Injury type, like abrasions, burns, etc.

« Secondary cause, like poor
housekeeping, failure to obey rules, etc.

= Shift on which the accident occurred.

» Time of day.

- Day of week.

- Department.

= Location.

« Worker's supervisor.

Most of the items on the above list have
various coding schemes used by different
insurers or self-insurance service

bureaus.

It is important that the coding scheme
chosen be sufficiently detailed to be
useful, but not so detailed as to be
cunnbersonne.

For example, separate codes for each of
the 10 fingers may be more detailed than
necessary. A single code for "fingers"
probably would be quite sufficient for
loss-control purposes.

The usual practice is to report on the
most prevalent values for each coded
item either by frequency or
severity.

Continued on next page
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How to select

By David A. Tweedy

THE SELECTION.OF a

nagement informa

risk

|on system and

a vendor for that system represents
the culmination of all the hard work that
we have discussed over the last several
months.

At this point, the needs identification
committee at the company buying the
RMIS has determined what this
particular RMIS should do, has designed
the appropriate specifications and
resulting request for proposal and is now
awaiting a final selection of the right
system and vendor.

What goes into the system/vendor
selection process? A number of different
scenarios are possible. For example, bids
might be solicited from external vendors
only, or perhaps may include a quote
from your own data processing
department.

But, whatever the situation, there are
several criteria that should be the

foundation of making an informed

selection.

Proposal evaluation

Obviously, careful examination of the
written proposals submitted by the
bidders is a key factor. How well did each
bidder respond to the specifications and
questions?

In our experience, it is amazing how
frequently bidders-whether they be
brokers or vendors-omit important
sections in the specifications. Whether
that is by design or mistake, it gives the
risk manager and his or her committee
an important signal as to the motivation
level or ability of that vendor to provide
the required systems and services.

Some of the specifics to look for are:

« Price. By using a pre-designed bid
tabulation sheet, you should be able to
equally compare each proposal's cost,
either by module purchased, cost per
claim or whatever other equivalent
measuring factor is used.

« Documentation logic: How clear is
the vendor's documentation package?

* Reports: How readable and logical
are the reports? How long does it take a
report to be produced (if being sent from
the vendor, instead of generated on
location)?

« System response time: How quickly
does the system allow entry or extraction
of data? In two seconds or two minutes?
What kind of implementation and
regular servicing provisions are made?

Further areas to look for in a bidder's
proposal are:

* The inclusion of a not-to-exceed price
cap. This is especially important for
time-sharing systems.

+ A data ownership guarantee (if you

must change vendors).

« A clear understanding of what party
takes care of mistakes-you or the
vendor.

* Provisions for automatic system
updates and software developments at no
charge.

These are some of the more common
specifics to be included in a request for
proposal and used as selection criteria.
There are many other similar questions.

Qualifications

Quallifications are actually part of the
written proposal, but they are a critical
area and deserve special attention.

One of the key factors in weighing
various proposals is a vendor's relative

/<« RMIS

the right RMIS

references while reviewing proposals are

« How long has the vendor been in
business?

« What kind of downtime does the
system experience?

« How fast does the vendor respond to
problems?

= What kind of track record does the
vendor have in meeting promised

deadlines?

Oral presentation

The next evaluation point is the
in-person presentation of the system to
the RMIS selection committee. Not only
is this a good time to ask all the questions
derived from your evaluation of the
written proposal and the credentials and

~ —

g _d Commentary

experience with organizations similar to
yours. The vendor should be willing to
provide a list of its clients, which should
not only provide the names and phone
numbers of companies similar to yours,
but also a cross-section of different types
of organizations. This would give a risk
manager a relative idea of how flexible
the prospective vendor is.

At the same time, you will want to see
a preponderance of experience in your
particular area of industry. For example,
if you are a retail chain store, you will
want to see other similar retailers listed
as clients.

Make sure that you talk to the risk
managers of as many of these
organizations as possible to get a good
understanding of how well the system
performs and, more importantly, how
well the vendor peforms when there are
problems.

An even better bit of information
would be to talk to past clients of the
prospective vendor and find out what
their problems were and if they were
changed.

Generally, a rule of thumb is the more
expensive the system, the more research
is necessary on the vendor's
qualifications.

Some of the important questions to ask

1 13" By David A. Tweedy

references, but it also gives the
committee an excellent opportunity to
see an actual system demonstration.

Physically witnessing the system work
is much different than viewing the
documentation in colorful brochures.
Actual demonstrations tend to point out
some of the glitches in a system and it is
better that you find out now-rather
than after-the installation.

Find out if those making the oral
presentations represent the team that
actually will be providing the services for
your company. Sometimes, those making
the oral presentation are simply members
of a specialized "S.W.A.T." team whose
chief function is making sales
presentations.

It is far more useful to the buyer to
meet those who will be responsible for
installing and modifying the system as
required, and providing the training and
servicing required over the years. These
are the people you should meet and
expect to see in the oral presentation.

Intangibles

There are always intangibles
surrounding an important decision. One
such example is the "chemistry" between
the vendor and the prospective client.

Information systems can help companies

Continued from previous page

This is usually confined to a single location or groups
of similar locations. Some systems will go a step further
and list, for example, the most frequent causes for the

most severe injury type.

It is worth noting that the first five items of the list
directly correspond to the two most popular theories of
loss control: Haddon's Energy Release Theory and

Heinrich's Domino Theory.

Haddon's Energy Release theory explains that

accidents occur when energy is released and strikes a

structure that cannot withstand that energy.
Heinrich's Domino Theory describes accidents in

terms of an unbroken chain of events that leads to an

accident.

those names.

The first four items-agency, cause, body part and
injury type-correspond to Haddon's four components
of an accident: energy source, interaction, target and
result. In fact, some information systems actually use

Beyond specification compliance,
acceptable reports, service, etc., the
ability to work well together is most
important.

This is very difficult to measure during
the short time span of renewing
proposals, credentials and observing the
oral presentation. Yet, it is our
experience that such determination of
proper chemistry can be achieved if the
selection committee has been careful in
preparing for the selection process.

One of the ways to determine if such a
chemistry is possible is if you believe that
you, as the client, will be an important
part of the proposed risk management
information system team. Any effective
information system must have active
participation from both management and
staff levels of the client.

If the objective of the selection
committee is to simply buy a "black box,"
which magically takes care of all the
elements of a risk management program,
that buyer is in trouble. A system-and
that includes the system vendor- must
grow together with the client as the
organization's needs change. They must
also be able to work and communicate
well together.

In summary, the process of finally
selecting the best vendor is quite similar
to any other bid project. If solid planning
has gone into the development of the
request for proposal, which is based on a
solid needs identification study, the
responses from the vendors should be
more easily evaluated.

There is, however, one important
difference that is an advantage to the
system selection committee: Unlike an
insurance bid situation, there is no time
deadline.

If the system's selection committee is
torn between two equally qualified

vendors, simply extend the time and ask
for clarifications or additional

information.

After all, once a system has been
selected it is very expensive to change to
another.

Be sure the right risk management
information system has been selected in
the first place.

David A. Tweedy is a risk management
consultant for D.A. Bettertey Risk Con-
sultants Inc. in Worcester, Mass. He is the
assistant editor of Bettertey Risk Manage-
ment Commentary and the author of
RMIS Update, a yearly

T. publication analyzing

f-- major risk manage-

M- ment information sys-

tems and vendors. His

column on risk manage-

ment information sys-

tems appears the third

Mondav Of euerv
month.

reduce risk

The second and fifth items-cause and secondary
cause-correspond to Heinrich's idea of a chain of
events leading to an accident. Some systems extend this
idea further and record an underlying cause as well.

In summary. there are many ways a risk management

information system can assist the loss-control function.
It is simply a matter of collecting the relevant data and
reformulating it into the most useful format.

There is some cost associated with these processes, but

the savings can be substantial.
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Blues should be taxed like insurers: Stark

By JERRY GEISEL

WASHINGTON-The nation's
Blue Cross/Blue Shield plans
should be stripped of their tax-ex-
empt status, a congressman says.

Rep. Fortney (Pete) Stark, D-
Calif., said a report released this
month by the General Accounting
Office, an investigative arm of
Congress, supports the conclusion
that the Blues should be subject to
taxes.

The GAO report, requested by
Rep. Stark, who led a successful ef-
fort last year to include a provision
in the House-passed tax overhaul to
remove the Blues' tax-exempt sta-
tus, found that Blues plans were
more similar to, than different
from, health care plans offered by
commercial insurers.

"The Blues were founded in the
19305 to promote the social welfare
of the community," said Rep. Stark.

"But today they behave like any
other commmercial provider of
health insurance. If the Blues be-
have like a commercial provider,
they should be taxed like a com-
mercial provider," Rep. Stark said.

Rep. Stark said the House-Senate
conference committee now meet-
ing to resolve differences between
the two tax-overhaul bills should
retain the House provision and use
the estimated $1.7 billion saved by
removing the Blues' tax-exempt
status to lower tax rates for middle-
income families.

Among other things, the GAO
report found that the Blues plans
do not offer open enrollment to the
general public in 35 states. Where
they do offer open enrollment they
differentiate the coverage or the
fees for people enrolled during that
time.

A Blues spokeswoman, however,
said there were major inaccuracies
and omissions in the GAO report.

"We think there are far more
differences than similarities in the
Blues and commercial) plans," the
spokeswoman said.

For example, in a letter to the
GAO, Mary Nell Lehnhard,
vp-federal affairs in the BC/BS
Washington office, took issue with
the GAO's conclusion that the
Blues' pricing patterns are similar

to those of the commercial com-

panies.
She said the GAO described a

BC/BS plan that charged just $8 a
month more for those with other-
wise uninsurable conditions who
enroll during an open enrollment
period as "similar" to a commercial
plan that charged those with medi-
cal problems a premium 250%
higher than the premium healthy
individuals would pay.

COBRA mandates

Requiring employers to extend
their group health care prograrns to
former employees and to widowed
and divorced spouses isn't the only
health care benefit mandate laid
down by the Consolidated Omnibus
Budget Reconciliation Act, notes
consultant William M. Mercer-Mei-
dinger Inc.

In its latest Public Sector Report,
Mercer-Meidinger describes sev-
eral other COBRA health care pro-
visions that have received little at-
tention. Those provisions:

- Require companies with at
least 20 employees to give workers
and their spouses the choice be-
tween enrolling in the employer's
group health insurance plan or the
federal Medicare program for pri-
mary coverage.

Previously, making this choice
between employer plans and Medi-
care only applied to workers and
spouses between 65 and 69. The
new provision went into effect May
1.

= Require state and local gov-
ernments to pay the Medicare por-

tion of the Social Security payroll
tax for most employees hired after
March 31. The newly hired em-
ployees and their employers each
would be taxed at the rate of 1.45%
on the first $42,000 of wages.

There is an excellent chance that
Congress eventually will mandate
Social Security coverage in the
near future for all state and local
government employees, Mercer-
Meidinger notes.

"It seems prudent, therefore, that
public employers not currently
covered by Social Security consider
the effects of mandatory coverage
on existing benefits and develop a
long-range strategy so that change
in their benefit programs can be
implemented in an orderly and
consistent manner," Mercer-Mei-

dinger says.

washingtoii

April 7 by President Reagan.

Employee leave bill

Employers should keep their
eyes on the Family & Medical
Leave Act of 1986 now pending be-
fore the full House, experts advise.

The legislation, H.R. 4300, ap-
proved last month by the House
Education and Labor Committee,
would require companies with 15
or more workers to provide em-
ployees with up to 18 weeks of un-
paid leave for the birth, adoption or
serious illness of a child or to care
for a dependent parent.

The measure also would require

a similar position to those who take
unpaid leave. A similar bill, S. 2278,
is being considered by the Senate
Labor and Human Resources Com-

mittee.

IRA position eased

The Reagan administration ap-
pears to be softening its line on cur-
tailing Individual Retirement Ac-
counts.

The administration initially en-
dorsed a key provision in the Sen-
ate-passed tax overhaul legislation
that would bar workers covered
under employer-sponsored pension
plans from taking tax deductions
for their contributions to IRAs.
Under a 1981 tax law, $2,000 annual
tax deductions are allowed for IRA

contributions.

month in a speech before Alabama
business executives that IRA eligi-
bility rules should be more liberal
than those agreed to by the Senate.
The House tax bill, which a con-
gressional conference committee is
trying to reconcile with the Senate
version, lacks a comparable IRA
provision.

Mr. Reagan said he felt that it
was important for the conference
committee to "preserve the tax-
payer's ability to invest” in IRAs,
"especially those who don't partici-
pate in a pension plan."” The presi-
dent did not give any specifics.

The IRA provision in the House
bill would only affect those work-
ers participating in 401(k) salary
deferral plans. Under that provi-
sion, IRA contributions would be
reduced by any amount deferred to

COBRA was signed into law on

companies to guarantee the same or

But President Reagan said this
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One Gmat Idea Deserves Another.

We've Integrated Claims Processing
And Group Administration
In An Affordable Environment
With dwaa/FASTRAK VS:

Automated claims processing in a
minicomputer environment has always
been a great idea. But now there's some-
thing even better: integrated claims
processing and group administration in a
minicomputer environment. Two great
ideas in one great system: FASTRAK VS
from Dyer, Wells & Associates. So even
if you don't need mainframe capability,
you can still get integrated claims pro-
cessing and group administration. From
FASTRAK VS, the system that runs on
the Wang VS family of minicomputers.

Two Healthy Servings.

The FASTRAK VS Claims module
completely automates all phases of claims
adjudication and processing while the
comprehensive Administration module
automates the process of billing and
collecting group premiums as well
as other functional support processes.
Together, their integrated, on-line features
accommodate a wide range of plans and
ensure a smooth transfer of information
from one function to the next. Or, to keep
up-front costs to a minimum, either

module can be purchased separately, and
the other added later.

Nice And Smooth.

As an integrated, easy-to-use package,
FASTRAK VS can handle claims process-
ing and administration procedures fast
and accurately. So user productivity is
increased and the entire decision-making
process is streamlined. Plus, FASTRAK VS
decreases the need for manually-produced
files by providing the management infor-
mation necessary for future cost con-
tainment. Everyone enjoys easy-to-read
financial, productivity, ad-hoc and claims
experience reports.

Easy To Swallow.

Because FASTRAK VS operates on
Wang VS products, integrating group
administration and claims processing is
more cost efficient than ever before. And
as an Authorized Wang National ISO,
Dyer, Wells & Associates can work closely
with you in purchasing or upgrading

your system.

The Finest Ingredients.

Technologically sophisticated,
FASTRAK VS is user tested and approved
by TPAs, insurance comfanies and self

insureds. And that's just what you'd
expect from Dyer, Wells & Associates.
Since 1977, we've specialized in benefits
and financial software systems that solve
problems for our clients. Because we're
not happy until you are. That's the kind of

leadership you can count on long after
the sale.

Call Or Write For A Free Brochure.

FSounds like a great idea to me! Please send 7

more information on:
El FASTRAK VS Claims

O FASTRAK VS Administration
O Both FASTRAK VS Claims and

Administration

Do you currently have Wang VS hardware? |

O Yes gl No

| Name

| Company
| Addre.9
1 City S tate

i Dyed4 Wells & Associates i
Mail to:

Marketing Administrator Want to talk?
| Dyer, Wells & Associates Call us at:
2251 Lake Park Drive (404) 432-5888

I_Smyrna, GA 30080 8172186
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Krutek named chairman of Hall of lllinois

, Dena J. Krute been
tire-officer-and-Wayne
Schrapp was appointed executive
vp of Frank B. Hall & Co. of lllinois
in Chicago.
As chairman
, and CEO, Mr
Krutek, 48, will

L
— - act as the Ch.-

cago off.ce s
profit center
3 <='t) » manager,

d v-b

Mr. Krutek

He comes to
Hall after 15
vears With
Arthur J. Ga:-
lagher & Co. in
Roni ig Meadows, lll., and a brief
stirt at Darien, Conn., consiltant
rillir.ghast, Nelson & Warren [nc.

Mr. Krutek's 27-year career in
:he insurance industry includes ur-

L.

comings & goings: industry

derwriting and management posi-
tions with Atlantic Cos. in Chicago

and the Great Arnerican Insurance

Co. and Security
4 2, Mutual Casualty

. *Col

St Mr. Schnapp,
# 32, joined Hall in

1981 'as an ac-
" court executive

LS
-3

and was pro-
moted to vp-spe-

cial projects. He
later was named

LT
Mr. Schnapp vp-Froduct de-
velopment.
Prior to jcining the company, he
was manager of operations-analysis

at CNA Insurance Co.

In his current position of execu-
tive vp-insurance operations, Mr.
Schr.app also will act as regional
marketing coordinator for Hall's
m:dwest region.

He isa member cf the Frank B.

Hall Product Facility Planning
Ccmmittee and is Frank B. Hall &
Cc. of lllinois' designated represen-
tative to the Assn. of Lloyd's Bro-
kers.

Also at Hall, George E. Corde

was elected execu-ive vp of the
New York office. Mr. Corde retains

the t.tle of chairman-Hall Services
division, and in his new role will be
responsible for overall corporate
marketing strategy.

In other broker coanges:

141111

Richard M. Chappell Jr. named
managing vp of Alexander & Alex-
ander Inc.'s Phoenix office, which
opened in May following A&A's
acquisition of The Charles Co. The
office is A&A's newest with 25 em-
ployees.

Also at AKA, Allan P. Keller
named managing vp of the Orange
County office and Douglas L. Por
ter named managing vp of its Port-
land office.

James Gault recently was
named area president for the New
York branch office of broker
Arthur J. Gallagher & Co. He pre-
viously was a division vp of na-
tional risk management sales with
AJGCo. at its headquarters in Roll-
ing Meadows, lll.

Leland R. Moran named under-
writing vp of Shoval Associates, a
commerical insurance agency in

Wilkes-Barre, Pa., which special-
izes in property/casualty and life
and health coverage.

Steven J. Harter named senior
vp at Financial Guardian Inc. of
Missouri and of FG Technical Ser-
vices Inc. Mr. Harter will be na-
tional director of marketing and
special programs. He currently is
president-elect of the Independent
Insurance Agents of Missouri. Also,
Vernon E. Dockendorf named ex-
ecutive vp of Financial Guardian
Inc. of California. In addition,
Lowell Haberer joined the Lom-
bard, Ill., office as vp and assistant
general manager.

J. Sterling Shuttleworth ap-
pointed vp of McDonough Caper-
ton Risk Services in Atlanta, a new
subsidiary of McDonough Caperton
Insurance Group. Mr. Shuttleworth
previously has been affiliated with
Employers of Wausau, Frank B.
Hall & Co. Inc. and Marsh &
MelLennan Cos. Inc.

Carl Kocher named managing
vp of Poe & Associates Inc.'s Miami
office. Mr. Kocker had been vp and
manager of Poe's Winter Haven,
Fla., office. In addition, Poe has ap-
pointed Walter E. Wisniewski se-
nior vp and J. Norman Monfort
and W. Douglas Wakeling vps, all
in its Tampa, Fla, office.

Albert A. Skwiertz named vp
and general counsel of The Crump
Cos. Inc. Mr. Skwiertz formerly
was vp and assistant general coun-
sel at Alexander & Alexander Ser-
vices Inc. Also at the Memphis,

Tenn.-based brokerage, Frank J.
Huffrman Jr.

named vp and ... t1 7,
George P. Hil-
ditch named se- .

ian avge raof - 6 + 4*

Northerm Cali- "-

fornia opera- S --
4

tions.

Burt N. Sem-"'
Prier named |,
director of John- Mr. Hilditch
son & Higgins.

Mr. Sempier, currently senior vp
and chief financial officer of the
company since 1982, will continue
to supervise the
All== firm's treasury,
-1 + tax, accounting,
1, auditing, finan-
e ;- ..., 'cial reporting

*

I.
™! i
B™ "L padqnglysis apd
-v. " vities.
Also at J&H:

1 4 the New York
Mr. Sempier Property De-
partment were
named vps: William J. Ahearn,
Robert J. Appeldoorn, Peter Bos-
twick Ill, Daniel G. Kennedy,
Madeline M. Maguire and
Howard B. VWhitmore.

Three new international director
positions were created by Fred S.
James & Co. Inc. of New York:
Eliot H. Pardee will head the
western region; Peter A. Ro-
daway will be in charge of the
central region; and Charles D.
Walters will head the eastern re-
gion. Also, George M. Dumas
named manager of the interna-

tional depart-
ment of James’

New York of- . —
fice

Richard R. *-
Wood appointed 11% 4™ y

senior vp and
chief staff offi— .. ]

cer at Hobbs . < - *
e AY Bro- .

Mr. Wood

17 1p,

kerage subsidi-
ary of Ark-
wright-Boston Manufacturers Mu-
tual Insurance Co., a supplier of
risk management services.

Clifton T. Whitehead, assistant

vp on commercial accounts produc-
Continued on next



Ifhealthm agement

services were cars,

wouldyoubuyone that
lookedlike this™?

r-11 here's more to assembling a car than bolting
1 four fenders on a body. And more to assem-

bling a cost containment program than putting
products from different sources under a slick
proposal cover. To learn how much more-and
what you've been missing-please turn the page.

Health Management Strategies



Discover Health Management Strategies.

The only health management organization
a US. or international firm needs to assemble

a coordinated health cost control program.

IX Tith health care costs .P -
V V threatening to climb

even higher, proper man-
agement of health benefits 3
has become critical.

Cost-shifting and cut-
ting back on benefits is
not the best solution. Em-
ployees suffer. Productiv-
ity goes down. So does the
bottom line.

The intelligent solution is profes-
sional health care cost management,
With strategies that maintain and often
improve a current program of health
care benefits and services while reduc-
ing the final cost.

Choose wisely.

Selecting the best-qualified professional
health cost manager might seem diffi-
cult. It's not.

Only one organization has the advan-
tage of a health care usage data base that
stretches back over experience with
thousands of companies, millions of
employees, and more than 50 years.

Only one organization has the
capability and a service network
that allows programs on an inter-
national scale.

Only one
organization offers
state-of-the-art
technology in
combination with
software that
provides more
kinds of useful

help in user-friendly formats.

Only one organization: Health Man-
agement Strategies (HMS).

How we work:

At HMS, we believe that the best health
management results from managed care
programs, full service capabilities and
a staff of experienced health and man-
agement professionals who establish

a close working partnership with each
client. As a team, and in partnership
with each client, we evaluate needs,
devise strategies and implement cus-
tomized programs that are specific to
the individual client. Scope can be
local, national or international.

Modular programs, proven results.
HMS offers help in modular form {see
list above, right). Individual programs-
from Managed Care to Benefits Utiliza-
tion and Cost Reporting-can be incor-
porated, deleted or modified in shaping
the ultimate total service program we
provide the individual client.

And our clients see measurable results.

Ourextensive data base and experience

HMS SERVICE MODULES

a Managed Care (Preadmission
Certificaton, Admission Cer-

tification, Continued Stay Re-
view, Large Case Management,
Second Surgical Opinion and
Mental Health Management.)

a Health Risk Management
(Health R sk Appraisal, Health
Risk Management Plan, Work-

site Healtn Education

Programs.)

c Hospital Bill Audit

o Benefit Utilization and Cost
Reporting

0 Alternative Delivery Systems

in analyzing local, regional
and national health care utiliza-
tion and cost data, makes us
uniquely qualified to provide
this critical decision making

information.

The first step is yours.

It's easy, and there's no obligation. Write
or call us for more information or to
arrange a personal, "let's get better
acquainted" meeting.

Director of Marketing, Health Man-
agement Strategies, 1301 Pennsylvania
Avenue, N.W., Suite 800, Washington,
D.C. 20004. In the District of Columbia,
call 626-0807. Nationwide, call toll-free
800-624-6472.

Hms Health Management Strategies

1301 Pennsylvania Avenue, N.W., Suite 800, Washington, D.C. 20004. Att: Director of Marketing

Send nformation. I'm interested in better management of health

care costs in the following areas (check box(es))

E Maiaged Care
E Health Risk Management
El Hospital Bill Audit U Other

NAME

ORGANIZATION

Cl-Y STATE

E] Benefit Utilization and Cost Reporting
El Alternative Delivery Systems

TIT_E
ADDRESS

ziP PHONE NUMBER



Continued from previous page
ion for Noyes Services of Media,
Pa., has been elected vp. Mr. Whi-

fehead joined Noyes Services in
\975 from Commercial Union In-

Orance Co.
, Roy Cashion Ill named vp and
eneral manager of John C. Wegh-
t.n Agency Inc. in New York.
Bior to this appointment, Mr. 'Ca-
lion was New York regional ad-
hnistrative manager of the
merican International Group Inc.
pRaymond B. Falk named presi-
,ent and chief executive officer of
'orroon & Black Corp.'s New Or-
Jans, La., office. In addition,
jawrence N. Diggs named senior
:p-large account planning and de-
elopment at Corroon & Black's
dichigan subsidiary in Detroit.
Anita Z. Bourke named vp-
;garket and product development,
Lnewly created position at PENCo,
twholly owned subsidiary of Cor-
oon & Black.
Q Coy Hollingshead named vice
.hairman and James P. Bayne
Smed president and chief execu-
ive officer of Rollins Burdick
;unter of Oklahoma Inc.
JOther changes at RBH include:
Trond R. Bodal, Thomas A. Me-
lendorp and Valerie LaBerge, all
f the marine department, named
ips. Bryce R. Farrenn named vp
A the property/casualty depart-

ment.

insurers

: Jack S. Hupp named chief oper-
ating officer of The Seibels Bruce
Group Inc. of Columbia, S.C. Mr.
Hupp also maintains his responsibi-
lities as president of the company.
Also at Seibels, Sterling E. Beale

hamed chairman and chief execu-
'tive officer and W. Thomas Rei-
'chard Il elected executive vp. Mr.
-Beale previously was vice chair-
'man and treasurer of Seibels. Mr.
]JReichard previously was executive
vp resbonsible for product manage-
rment and marketing.

Stephen R. Smith has been
elected president and chief operat-
ing officer of the Harleysville Mu-
,tual Insurance Co. of Harleysville,
TPa. Mr. Smith will be responsible
for the claims, marketing and un-
derwriting departments and
ranch office operations. He also
will oversee the property and casu-
alty operations of Harleysville
Group Inc. and its subsidiaries:
IHarleysville Insurance Co. of New
\Jersey, Huron Insurance Co. and
;Worcester Insurance Co. Mr.
Smith, 39, previously was executive

vp of US. Insurance Group, a unit

of Crum & Forster.

; Marvin L. Demuth elected vp
pf Fidelity & Deposit Co. of Mary-
Jand. Mr. Demuth, who has been
twith the company for 31 years, pre-
>jously was resident vp

" Mario J. Vitiello named senior
vp of The North River Insurance
Co. of Basking Ridge, N.J,, a unit of
kC&F Underwriters Group, which is
9 Crum & Forster company. Mr.

itiello will be the chief financial
Dfficer.

< Dan R. Carmichael and Barry

f. Gilway named executive vps at

U.S. Insurance Group of Basking
,Ridge, N.J., another Crum & For-
Ister unit. Mr. Carmichael will be
fresponsible for field operations,
which include eight regional of-
,fices and three service centers. He
'‘previously was a senior vp. Mr.
Gilway will be responsible for all
,administration, claims marketing
Sand underwriting activities. He
previously was senior vp-field op.
jerations.

Glenn S. Thomas named vp-
commercial property for Transa-
Imerica Insurance Co. of Irvine,
ICalif., a subsidiary of Transamerica
Insurance Corp. Mr. Thomas pre-
viously was vp of commercial ac-
: counts for Industrial Indemnity Co.
2 John C. Lindgren elected chief
operating officer and senior vp of
Unigard Security Insurance Co. of
*Seattle, Wash.; a unit of the John

Hancock Group. Mr. Lindgren pre-

viously was a consultant to Uni-
gard.

Klaus 0. Shigley elected vp-
group pension guaranteed product
services for John Hancock Mutual
Life Insurance Co. ot Boston, a unit
of the John Hancock Group. Mr.
Shigley previously was second vp-
group pension guaranteed prod-
ucts.

Frank Greaney appointed se-
nior vp-cost containment for
American General Group Insur-
ance Co. of Dallas, a subsidiary of
American General Corp. Mr.
Greaney, who has 15 years experi-
ence in hospital administration,
joined American General in 1984.

Dennis A. DiMarzio elected vp
of Arkwright-Bosto n Manufactur-
ers Mutual Insurance Co. of
Waltham, Mass. Mr. DiMarzio
maintains his duties as manager of
policy production He previously
was an assistant vp:

Robert E. Bui,rowes and
Charles T. Wilson ele-Yed vps of
Chubb & Son Inc. af Warren, N.:.

Mr. Burrowes is branch manager of
Chubb Group's San Diego office,
Mr. Wilson is the branch manager
of Chubb Group's Montreal office.

James E. Gillespie named vp
and chief actuary. of the property
and casualty division of The Signa-
ture Group of Schaumburg, lll., a
subsidiary of Montgomery Ward &
Co. He will oversee pricing and re-
serving of all commmercial and per-
sonal lines and play a major role in
product development and enhance-
ment. Mr. Gillespie previously was
an actuary with CNA Insurance.

Glenn Keatts elected vp/actu-
ary of the actuarial department of
United States Fidelity and Guar-
anty Co. of Baltimore, a subsidiary
of USF&G Corp.

Peter McPartland and Herbert
Hausmann appointed resident vps
of Fireman's Fund Insurance Cos.
Mr. MePartland, who previously
was manager for CIGNA's Des
Moines, lowa, branch office, will
manage Fireman's Fund's Denver
branch office. Mr. Hausmann, who
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previously was excess and special
risks manager in Fireman's Fund's
Chicago branch, will manage the
RoLling Meadows, lll., branch.

Clifton J. Brown named senior
vp of Continental Guaranty &
Credit Corp. of New York. a unit of
Continental Corp. Mr. Brown will
be responsible for financial risk in-
surance products. Mr. Brown pre-
viously was assistant secretary of
financial services.

Several vps appointed at Wausau
Insurance Cos. of Wausau, Wis.,
Earl M. Helvick named vp of the
Midwest region, responsible for
commercial ines operations in Mis-
souri, Kansas, Nebraska, Colorado,
Wyoming and lowa. Bradford L.
Barick named vp of special
projects, responsible for monitor-
ing coordinating and gathering in-
formation for projects between
Wausau and Dther companies in the
group James A. Hannes elected
vp -casualty products, responsible
for developing and maintaining all
commercial casualty produ-ts. Jef-

1&H INFOLINE

INFORMATION AND IDEAS ON RISK M. ANAGEMENT AND BENEF TE FROM JOHNSON & HIGGINS

frey L. Zriny elected vp-alternate
health care delivery systems in the
home office life and health opera-
tions, responsible for directing op-
erations of six company-sponsored
prepaid health protection plans in

Wisconsin and managing the North
Central Health Protection Plan in

Wausau.

The Home Insurance Co. of New
York has announced several ap-
pointments: FA. Mina elected ex-
ecutive vp and maintains his duties
as senior underwriting officer for
all commercial casualty operations
and president of Home subsidiaries
City Insurance Co., Home Group
Risk Services Inc. and Cityvest In-
ternational Ltd.; Bruce W. Slaugh-
ter elected executive vp and retains
his duties as director of field opera-
tions, Midwest region head and su-
pervisor of the National Personal
Lines Operation; Arthur S. Phil-
lips elected executive vp and re-
tains his duties as president of The
Home Insurance Co. of Indi-

Con tinued on nert page

NO. 18

Health Care Delivery Systems Proliferate:

Careful selection is essential.

Alternative delivery systems are proliferating as employers continue their search for

effective medical plan cost containment.

One result has been a significant reshaping of m€dical plan offerings to employers.

Among the most innovative is the triple-option plan that gives employees a choice of

health care delivery systems. In addition to traditional insured medical plans. employees
can select from Health Maintenance Crganizations (HMOs) and Preferred Provider

Organizations (PPOs).

Tiple-option plans may offer employers cose cont.A.inment opportunities. Key to the

effectiveness of these plans are an actuarial analysis of current medical plan costs and

utilization as well as a demographic &nalysis of the work force.

Other issues that must be examined are:

» whether provider discounts are based on "reasonable and customary" rates
or on rates that are inflated '
- whether the provider has a history of charging more shan original costestimates

= whether the system has built-in utilization controls

->what kinds of quality controls are in place
« whether the HMO or PPO will negotiate rates based on the demographics of the

employees who enroll.

Potential for cost containment is directly related to clear understanding of

provider services as well as the true cost of those services. The bottom line for employers
is to be sure that alternative delivery systems do not add cost to existing benefit

budgets, and that these alternatives deliver the quality of care that satisfies employees.

If you want help in analyzing your options, call the nearest Johnson 8e Higgins
office or Richard Murdock at the clohnson & Higgins Consulting Resource Center in
Princeton, NJ, (609) 520-2292.

©1986 Johnson & Higgins
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General Liability
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Vehicle Accidents
Policy Management
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And Other Software

INSTALLED IN
30 STATES
AND CANADA
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.

66No0 other system

offers your

company more options
than Commercial

Lines Automation”

6'Or more flexibility."

Edward B. Shires. President, CLA Corp.

Through CLAs Service Bureau, your company
has unmatched flexibility in tailoring commer-
cial lines automation to your needs-big or

smaill.

Write Ed Shires, President, CLA Corp.,

1 Riverview Square, —=
East Hartford, CT 06108./, il

CLACorn

3 A subsidiary ofThe Hartford Insurance Group

©1986. The Hartford tnsuranceGroup

comings & goings: industry
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ana, the company's principal vehi-
cle for marketing special casualty
and related products, and general
manager of The Home Transporta-
tion Agency, a trucking insurance
facility; and Glenn Michael Bour
geois elected senior vp of The
Home Insurance Co. of Indiana, a
subsidiary of The Home Insurance
Co. in Carmel. Mr. Bourgeois pre-
viously was vp.

Therese A. Maloney named se-
nior vp of underwriting, under-
writing administration and mar-
keting at Liberty Mutual Insurance
Co. and elected vp at Liberty Mu-
tual Fire Insurance Co., both of
which are affiliates in the Boston-
based Liberty Mutual Insurance
Group. Ms. Maloney succeeds
Walker S. Richardson. who is re-
tiring. Ms. Maloney previously was
vp and manager of Liberty Mutual
Group's National Risk Under-
writing Department. Also, Richard
E. Leeman elected vp and man-
ager of the department, succeeding
Ms. Maloney.

Leonard D. Schaeffer appointed
president and chief executive offi-
cer of Blue Cross of California. Mr.
Shaeffer previously was president
of Group Health Inc., a health
maintenance organization.

Timothy L. Mitchell named vp
of the brokerage and special opera-
tions group of Continental Corp. of
New York. Mr. Mitchell will be re-
sponsible for developing insurance
products for the health care indus-
try. Mr. Mitchell previously was a
vp with General Reinsurance
Corp.

Edward R. Kinnebrew IlI11
named president of Crump Avia-
tiom Un-—
derwriters in
Memphis, Tenn.,

a unit of The 4
Crump Cos. Inc.

Mr. Kinnebrew ,» »,by ¥
previously was , X.,*A.

Mo 1 < -

tion in 1962 as a
broker with

Crump London

Underwriters.

Mr. Kinnebrew

Thomas H. Rowley named vp-
direct operations at American Mu-
tual Insurance

s .
HCRS NIAYY kS
r-1-v fore joining
, American, Mr.

IA li@:11 H Rowley was

with the Berk-

1/%0/ /E1l5 ?f"e et:hg SO

- Serve as preS|—
ZE. dent and chief
Mr. Rowley executive officer
of Continental
Divide Insurance Co. in Denver
and was chairman of Cornhusker
Casualty Co., Omaha, and Kansas
Fire and Casualty Co., Topeka, all
subsidiaries of Berkshire Hath-

away.

HMOs

David A. George named vp of
PruCare of Orlando, a Florida-
based health maintenance organi-
zation subsidiary of Prudential In-
surance Co. of America. Mr.
George will be responsible for the
operation and continued develop-
ment of the HMO's health care op-
erations in Central Florida. He re-
places James G. Carlson, who has
transferred to Los Angeles to head
Prudential's West Coast health care

management operations.

Excess/surplus

David T. Cederholm named se-
nior vp of CFMC Inc., formerly
Crum & Forster Managers Corp., in
New York. In his new capacity as
chief underwriting officer, Mr. Ce-
derholm will be responsible for ex-

cess and surplus lines insur-
ance and reinsurance under-
writing.
Allan Rodgers, 46, named
1 president of Stewart Smith
Mid America Inc. and a diree-
tor of

Stewvwart

Smith Hold- 6, 0. 2-40 -
ings Inc. {'
Previously

Mr. Rodgers f',, -F#St Al
was vg and'FD ->: |
head of the 9 4. A /2
Chicago of- Ik: /
fice of NBA & **-..J
Excess and R \EIl/ .-

Surplus Mr. Rodgers

Lines Inc., a
wholly owned subsidiary of
Marsh & McLennan Cos. Inc.
Also, George Gibbs named
president and COO of Stewart
Smith Holdings. Pat Osborn
will remain chairman and
chief executive officer. Ed-
ward Casey will take over

Mr. Gibb's position as presi-
dent of Stewart Smith West.

I Don Flanders named se-
nior vp of Guaranty National
Insurance Co., a specialty,
property/casualty company A
based in Englewood, Colo.

Reinsurers

Chester VW. Richards
named senior vp-underwriting
at Mead Reinsurance Corp. in
Dayton, Ohio. He has almost 30
years in the insurance indus-
try, having worked for both
North American Re Corp. and
CIGNA Corp.

Peter B. Scanlan named v
|and director of W.0. Hart
Co. Inc. of Stamford, Conn.
Previously, Mr. Scanlan was
an assistant vp at Thomas A.
Greene.

Thomas J. McGeough
named vp of Skandia Ameri-
can Group. Mr. MeGeough was
with Skandia from 1975 to
1978 and rejoined the company
in 1984 as associate general
counsel. He previously was as-
sociated with Prudential Rein-
surance, Gerling Global Rein-
surance and Royal Insurance.

Also named vp at Skandia is
James E. Migliorini, who
joined the company as treaty
underwriter in 1984. Before
joining Skandia, he was em-
ployed by Freemont Reinsur-
ance in San Francisco and Ar-
gonaut Insurance Co.

John Marett named senior
vp and director of Pinnacle
Reinsurance Co. Ltd., Hamil- o
ton, Bermuda. Mr. Marett re-
cently rejoined Pinnacle after
an absence of two years. He
was a founding member of
Pinnacle and has extensive ex-
perience in financial reinsur-
ance underwriting and mar-
keting. Most recently, Mr.

Marett had been president of
Forum Reinsurance Co. Also i

at Pinnacle, Bruce Swann
named chairman.

Ronald V. Martin named
senior vp of G&R Interme-
diaries Inc. in New York, a
unit of Gill & Roeser Cos. Mr. Ll
Martin will be responsible for
development of property and
casualty treaty reinsurance.
He had been executive vp of
American Independent Rein-

surance Co. and previously
worked at National Reinsur-

ance Co.

Other suppliers

Andrew R. Daniels ap-

pointed vp of operations in the
New York office of risk man-

agement consultant Risk Sci- .

ences Group, a subsidiary of
Crawford & Co. Mr. Daniels

Continued on next page U



Euratom

DAVOS, Switzerland-Euratom,
the association of European nuclear
fuel users, is seeking an interna-
tional agreement on how shipments
of Nnuclear fuels and wastes
throughout the continent should be
insured.

Such an agreement could lead to
the creation of a "Euratom insur-
ance policy" that would cover ship-
pers, nuclear power plant owners,
government entities and others as-
sociated with the nuclear industry.

Currently, there is no efficient
international agreement on insur-
ance coverage for the transport of
nuclear material, agreed the more
than 300 experts from about 30
countries who attended a United
Nations symposium on transport
and packaging of radioactive
wastes organized by the Interna-
tional Atomic Energy Agency.

comings &
goings:
industry

Continued from previous page
previously was director of market-
ing in RSG's California office. He
succeeds Richard F. Denning,
who was appointed president and
chief executive officer of RSG ear-
lier this year.

Associated Claims Management
Inc. of Walnut Creek, Calif., has
made several appointments: C.
David White named executive vp
and president of the company's
Southern division, which will as-
sume responsibility for servicing
accounts in Arizona and Nevada;
Gary S. Graham appointed to vp
in the Southern division; Larry D.
Mornhinweg named vp in the
general liability division; Charles
L. Axtell appointed vp-workers
compensation in the Walnut Creek
office; David F. Nolan named
president of the newly established
Santa Clara, Calif., division; and
Martin A. Grable named vp in the
Santa Clara division.

John H. Cassedy named chief
executive offiier of Shipowners
Claims Bureau, the New York-
based insurance company manage-
ment and claims adjusting subsidi-
ary of Johnson & Higgins. Mr. Cas-
sedy retains his duties as chairman
of Shipowners.

Douglass Smith named consul-
tant in the Fort Lauderdale, Fla.,
office of The Structured Settle-
ments Co. of Los Angeles. Mr.
Smith most recently was director of
claims for International Medical
Centers, a Florida health mainte-
nance organization.

Phillip J. Brown and Joseph
M. Earley named vps in the new
Denver office of Cranwill Associ-
ates Inc. of New York, a structured
settlements firm.

Glenn A. Evans named senior
consultant in the San Francisco
casualty actuarial/risk manage-
ment practice of Detroit-based Coo-
pers & Lybrand. Mr. Evans pre-
viously was with Argonaut Insur-
ance Cos. and Transamerica
Insurance Group.

James F. Cerone appointed to
head the newly established Chicago
claim management consulting divi-
sion of the property and casualty
insurance practice of Milliman &
Robertson Inc. Prior to joining the
actuarial and employee benefits
consulting firm, Mr. Cerone was a
vp and consultant with Tillinghast,
Nelson & Warren Inc.

Martha Prince appointed qual-
ity assurance supervisor at Health-
Care COMPARE Corp. of Lombard
1., a utilization review firm. Ms.
Prince previously was director of
review for the lllinois Foundation

of Medical Review. .
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seeks world nuclear transport policy

worldwide

Instead, most countries have in-
dividual rules governing insurance
for nuclear waste transport, such as
the U.S. Price-Anderson Act.

The Price-Anderson Act requires
"anyone liable" for "any legal lia-
bility arising out of or resulting
from a nuclear incident,"” except
the federal government, to pur-
chase insurance, explained Omer F.
Brown Il, a lawyer with the Wash-
ington, D.C., firm of Rivkin,
Radler, Dunne & Bayh.

By comparison, West Germany's
compliance rules do not clearly
state who are the "competent auth-
orities" responsibld for securing in-
surance for nuclear transport, crit-
icized Karl Weiser of the German

L) I

--Jl

--JI

Institute for (Nuclear) Materials
Testing.

While Euratom is seeking to pro-
duce a global liability insurance
agreennent for nuclear transport
that would cover all parties, the
IAEA prefers companies that trans-
port nuclear materials be responsi-
ble for purchasing coverage, said
Uli Wenzel, an IAEA official.

However, this produces problems
in some countries.

For example, in West Germany
the operator of a nuclear installa-
tion could still be held liable for
damage caused by the transport of
nuclear substances, said F.W. Col-
lin, an expert from that country.

Two other German experts,

Drug

Manfred Oehm and Hans Matto,
also cited insurance problems
created by incidents like the 1983
sinking off the Belgian coast of the
French freighter Mont Louis,
which was carrying radioactive
wastes.

As long as the salvage costs are
covered by transport insurance or
nuclear third-party liability insur-
ance, there are no particular prob-
lems, they said.

"However, the legal provisions of
nuclear liability as well as the cor-
responding insurance only apply to
cases where a nuclear accident has
happened, which means the con-
tainers in which the radioactive
material is transported must have
been so damaged in the course of
the accident that they start to leak,"”
Mr. Oehm said.

"That, again, is rather unlikely.

OOOO r 711
otioti Y
.0000 &6

Thus, one can say that the nuclear
third-party liability insurance most
probably will not provide coverage
for salvage cost."

Barbados resignation

BRIDGETOVWVN, Barbados-
David King resigned as legal coun-
sel to the Central Bank of Barbados
July 1 to form the law firm of King
& McClurg with Hamish G.
McClurg, an attorney in private
practice on Barbados.

The firm will provide registra-
tion and resident representative
services for captives.

In his capacity as legal counsel to
the Central Bank, Mr. King drafted
Barbados' Exempt Insurance Act
and Foreign Sales Corporation Act
and spearheaded the promotion of
Barbados as a captive domicile. .

VO TL/I- 1

Therapy

|s Cost Effective,
Only if Irs Followed.

When there's a dollar decision between

good health and other influences, all too
often you, the employer, loses.

Independent studies indicate that proper
prescription drug therapy is responsible for:
1. Keeping employees healthy and on
the job; and
2. Reducing overall health care costs.
Two significant achievements that can be
realized; only if the medication is taken in the

first place.

An estimated 15-20% of all doctors' pre-
scriptions don't get to the pharmacy, or are
never picked up by the patient.

The reason?

COST.

The solution?

Remove the decision with PCS. And, with

a properly designed plan the PCS card can
be added at NO ADDITIONAL COST to your
current comprehensive coverage.

PCS: For your employees' good health

and lower health care costs.

rEE:85/=a01% For details on how PCS can lower your
8311 --tn overall health care costs, call, write or
El UEgC=tA return the coupon to:

1 William H. Boucher

Vig_,qj Presidenga$gles %nd Ma

armaceuti ard System,

r|<r§ct_ing

9060 East Via Linda Scottsdale, Arizona 85258

602 951 4897

Name

Company Name

Address
i City
L_Telephone

Title

State ZIP
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Crum & Forster sells avi ation underwriting unit

Aviation Office of America Inc.,
a unit of Crum & Forster Inc., has
been sold to Folmar Corp. of Dallas
for about $16 million.

Folmar Corp. was recently
formed by the management of
Aviation Office of America and
Mason Best Co., a merchant bank-
ing firm in Dallas, said a spokes-
man for Crum & Forster in Morris
Township, N.J.

The organization will eventually
change its name to AOA Crop., the
spokesman added.

Aviation Office of America pro-
vides facilities for underwriting all
forms of general aviation and com-
mercial airline insurance and rein-

Crum & Forster purchased the
wholesaler in 1977, said the C&F
spokesman. The division had a pre-
mium volume of more than $150
million in 1985.

The company underwrites on be-
half of 45 insurers, including Crum
& Forster units.

Folmar Corp. is located at Love
Field Terminal Building, Dallas,
Texas 75235; 214-353-1400

HMO acquisition

Los Angeles-based Maxicare
Health Plans Inc., a health mainte-
nance organization group, will ac-
quire the some five million remain-
ing shares of Healthcare USA Inc.,
another HMO operator, under an
agreement signed by the companies
earlier this month.

Under the agreement, Maxicare
has offered Healthcare USA $13.50
a share, or about $67 million, said a
Maxicare spokeswoman.

The agreement is expected to
close in late August or early Sep-
tember, pending approval by
Healthcare USA's shareholders and
any regulatory approvals, she said.

Maxicare operates health main-
tenance organizations is 14 states.
Healthcare USA operates HMOs in
California and Detroit, Michigan,
she said.

Maxicare acquired 609,000 shares
of Healthcare USA's 5.1 million
outstanding shares between March
and May for about $8.85 a share or
$5.4 million, said a spokeswoman
for Maxicare. The acquisition gave
Maxicare about a 12% stake in the
Orange, Calif.-based health mainte-
nance organization.

After the purchase is completed,
the Southern California operations
of Healthcare USA will remain an
independent entity, operating as a
division of Maxicare, while the De-
troit operations of Healthcare USA
will probably be renamed Maxi-
care, the spokeswoman said.

The combined annual revenue of
the companies is expected to be
about $1 billion and the member-
ship will reach about 1 million, she

added.
Marine claims service

Hull and marine cargo insurance
claims adjusting services are the

tant based in San Francisco.

"The new venture will service
the western coast of North
America, including Hawaii. Basi-
cally, we are after the Pacific rim
trade,"” Mr. Bycroft said.

Mr. Bycroft and James J. Reilly
-founder and owner of Reilly As-
sociates-will serve as a directors
of the venture.

Richards, Reilly is located at 131
Steuart Ave., Suite 500, San Fran-
cisco, Calif. 94105; 415-543-3431.

Property reinsurance

Domestic and overseas insurers

markets

can now obtain property treaty re-
insurance through Atlantic Man-
agement Services Inc., a new divi-
sion of the New York-based Atlan-
tic Mutual Insurance Cos.

Atlantic Management Services
was formed with the acquisition of
R.C. Reinarz, a San Antonio,
Texas-based treaty reinsurance un-
derwriting manager, according to
Robert C. Reinarz, president of the
new Atlantic division.

"R.C. Reinarz was merged into

Atlantic Management Services, a
subsidiary of Atlantic Holdings
Inc., which is a stock management
holding company," Mr. Reinarz ex-
plained.

The reinsurer will primarily un-
derwrite excess and pro rata prop-
erty treaty reinsurance on behalf of
domestic and overseas insurers, he
said.

"We will write very little casu-
alty mainly because we are most
concerned about tort reform and
the liability crisis and the inability
of insurers to write policies which
successfully provide only intended
coverage," Mr. Reinarz explained.

But, "it is anticipated that the
company's products and capabili-
ties will expand as opportunities
present themselves," he added.

Atlantic Management Services is
located at 11865 Interstate 10 W.,
Suite 609, San Antonio, Texas
78230; 512-692-3552.

Aviation coverage

A new wholesale operation spe-
cializing in the placement of avia-
tion insurance has been formed by
Rollins Burdick Hunter of Kansas

Inc.

Continued on nezt page

If there's one thing that can make a computer company hot under the collar, it's watching millions of dollars worth of high
technology products go up in smoke.

Fortunately, that's one experience Digital Equipment Corporation will probably never go through, thanks to two things.

specialty of Richards, Reilly Inc., a
new joint venture between New
York-based Richards, Hogg Inter-
national and Reilly Associates Loss
Management of San Francisco.

The new company will operate
from offices in San Francisco and
Seattle.

A verv innovative risk manaé}ement department. And a very innovative insurer. Arkwright-Boston.
RESPONSIVENESS WAS THE HOT BUTTON.

So, why does one of the world's largest computer companies pick an insurer like Arkwright-Boston to protect their computers?

Well, look at it this way. Digital is a leading supplier of information management systems and network products for the office
and small business. With total revenues of more than $5 billion, from operations in 48 countries on five continents, Digital needs
an insurer that can react. And fast.

Which is prdcisely what we did when Digital asked us to help with a major challenge.

It seems that Digital, in an effort to protect their computers and peripheral equipment, packs them in foam plastic cushioning.

A very good idea as far as shipping is concerned. A very flammable one as far as storage and fire hazards are concerned.

So we're working with Digital's own risk management and distribution teams to put our knowledge of fire hazards to good use.
We're testing fire-resistant packaging they developed, which will be called, logically enough, the-box-that-doesn't-burn. Using the
latest sprinkler technology and our years of fire research, the tests are rather extensive.

But in the end, we expect Digital's solution to be quite a breakthrough. For one thing, the new boxes will have low combusti-
bility and will be alot less expensive to manufacture. And because the packaging materials are expected to be FDA approved,
there may be other applications outside the high tech industry.

Now, if you think the only thing Digital will end up with is a very effective way to protect their products from the ravages of a
catastrophic fire, think again.

"The office of Richards, Hogg in
Seattle and Reilly's office in San
Francisco will each contribute to
the joint venture, providing claims
adjusting and counseling," said
Geoffrey Bycroft, a partner with
Richards, Hogg.

"Initially, we will concentrate on
hull and marine cargo, with em-
phasis on tug and barge work and
fishing boats," he added.

Richards, Hogg is an interna-
tional marine adjusting and con-
sulting firm. Reilly Associates is an
independent marine claims consul-
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Don Flower Aviation Un-
derwriters Inc., based in Wichita,
Kan., will place a wide range of
general aviation insurance, said
Clint White, president of the new
brokerage and formerly a vp of
RBH of Kansas.

"Our main focus is on property
and liability coverage for private or
corporately owned airplanes," he
said. "We are not strongly working
on aviation products liability."

Flower Aviation also can place
coverage for helicopters and for
fixed base operations such as fuel
station operators or mechanic shops
at airports.

"We represent all of the major
U.S. underwriters and we also have
significant access to the London
markets when needed," explained

Mr. White.

Flower Aviation is located at
Mid-Continent Airport, P.O. Box
771089, Wichita, Kan. 67277-1089;
316-943-7406.

New reinsurance unit

Tanenbaum-Harber Co. Inc., a
privately owned New York-based
insurance broker, is forming a re-
insurance brokerage subsidiary.

Tanenbaum-Harber Reinsurance
Intermediaries Inc. will "broker a
broad spectrum of treaty reinsur-
ance, including property/casualty,
life and health," said Ronnie Ellen
Raymond, executive vp.

"We will begin with treaty rein-
surance, but that's not to say we
won't do facultative reinsurance in
the future,"” she added.

Ms. Raymond will direct the new
unit along with Walter L. Harris,
president of the subsidiary. Mr.

Harris is a practicing attorney and
a broker with Tanenbaum-Harber

CO.
Tanenbaum-Harber Reinsurance
Intermediaries is located at 221 W.

57th St., New York, N.Y. 10019;
212-603-0200.

Japanese expansion

The Wyatt Co. has opened a new
unit in Tokyo, expanding its inter-
national network of actuarial, ben-
efits and compensation consulting
offices.

The Wyatt Co. K.K. operates as a
wholly owned subsidiary of Wyatt,
said Burt Murdoch, a vp in the
company's Stamford, Conn., office.

The new office will offer a full
range of actuarial and benefits con-
sulting services to both Japanese
and multinational companies.

Eiji Mizutani, formerly a regional
adviser on management and pro-
ductivity in Asia and the Pacific for
the United Nations International
Labor Office, is the new president
and representative director of the

company.

Name changes

Farmland Insurance Co., a Des
Moines, lowa-based affiliate of Na-
tionwide Insurance since 1982, has
changed its name to Nationwide
Agribusiness Insurance Co. The
company specializes in prop-
erty/casualty insurance for inde-
pendent and cooperative agri-busi-

You see, when the company starts protecting their computers in the new containers not only will distribution costs of ware-

housing be dramatically lower, insurance costs will be a lot less too.

Which just goes to prove what we've been saying all along. Arkwright-Boston is not only a company that insures you. It's a

company that protects you.
WHY OTHER INSURERS ARE FEELING THE HEAT.

Let's face it. Even a fire-resistant box like the one we're helping Digital create is no guarantee that the company will never

suffer losses in a fire.

But if they ever do, one thing is for sure. They'll never get burned by their insurance company. Because Arkwright-Boston

would be there to cover them every step of the way.

With blanket fire and extended coverage, boiler and machinery, and DIC. Coverages that Digital has worldwide.
And if you think you wouldn't get the same level of dedication, think again. Because we put the same high standards to work

for all our insureds.

But don't take our word for it. Ask French's mustard. American Greetings. Or Morton Thiokol. They're all our clients.
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nesses. Nationwide Agribusiness is
located at 1963 Bell Ave., Des
Moines, lowa 50315; 515-245-8800.

Acquisitions

The underwriting management
firm of Burns & Wilcox Ltd. of
Southfield, Mich., has acquired
Franklin Excess & Surplus
Agency Inc. of Columbus, Ohio.
The Columbus offices of the two
companies have consolidated and
are located at 1380 Dublin Road,
P.O. Box 650, Columbus, Ohio
43216; 614-486-3642.

Associated Reinsurance Man-
agement Corp. in Atlanta has ac-
quired Mann, Bergen, Driscoll &
Associates to expand its excess
and surplus lines insurance opera-
tions, said a spokeman for ARMC.
The new acquisition will become
part of Associated E&S Bro-
kers, ARMC's excess and surplus
lines division.

Richmond, VVa.-based Hilb,
Rogal & Hamilton Co., the na-
tion's 14th-largest broker, has ac-
quired Chester C. Pagni Com-
pany of San Diego, Calif. Pagni's
operations will be merged into the
San Diego office of Hilb, Rogal and
Hamilton Insurance Services Inc.,
located at 1455 Frazee Road, Suite
500, San Diego, Calif. 92108; 619-
295-9915.

The Laub Group lIne., an inde-
pendent insurance agency based in
Milwaukee, has acquired the Ange-
lici Insurance Agency of Keno-
sha, Wis. and Asset Protection
Group of Brookfield, Wis. Angelici
will continue to provide commer-
cial and personal lines of insurance
as a division of the Laub Group. It
is located at 716 58th St., Kenosha,
Wis. 53140; 414-654-5371. Asset
Protection will be merged into
Laub’'s office at 839 N. Jefferson
St., Milwaukee, Wis. 53202; 414-
271-4292.

Fairfield, Conn.-based Line-
burgh & Co., an insurance bro-
kerage and risk management con-
sultant, has been acquired by The
Crump Cos. llne.

Peat, Marwick, Mitchell & Co.
has acquired Compass Consulting
Group Inc. Compass, which has of-
fices in Bellevue, Wash., Chicago
and Berkeley, Calif., provides
health care cost-containment, al-
ternative delivery 5ystem and
health-care reimbursement system
consulting services. Peat Marwick's
Walnut Creek, Calif. office will be
merged with the Berkeley office of
Compass. Compass' Bellevue, office
will be merged into Peat Marwick's
Seattle office, while the Chicago of-
fice of Compass will be merged with
Peat Marwick's Chicago office.

New offices

Alpha Aviation Insurance, a
Teterboro, N.J.-based aviation in-
surance broker, has opened a
branch office at 45 Derry Road,
Hudson, N.H. 03051; 800-258-1530;
603-889-7580 in New Hampshire.

S.H. Smith & Co. has opened
another office at 260 Franklin St.,
Boston, Mass. 02110; 617-439-6220.

Warren. MeVeigh & Griffin
opened an office July 1 at Two
Mid-America Plaza, Suite 800, Oak-
brook, Ill. 60181; 312-954-2320.

RFC Intermediaries Inc., a re-
insurance brokerage, has moved to
1117 Perimeter Center W., Suite N-
500, Atlanta, Ga. 30338; 404-392-
9541.

CompDent of Indiana Inc. has
relocated to 8395 Keystone Cross-
ing, Suite 204, Indianapolis, Ind.
46240; 800-752-5882; 317-243-7081 in

Indiana.

So if the idea of an insurance company with this sort of dedication and
creativity intrigues you, call or write us. But do it soon. Because if a disas-
ter hits before we get together, your company could get burned.

Arkwnght-Boston Insurance, MarketingServices, 225 Hyman St,
Waltham, MA 02154, 1-617-890-9300, Ext. 3295.

The Digital logo is a trademark of the Digital Equipment
Corporation, Maynard, Massachusetts.

The Penn Mutual Life Insur
ance Co. is opening a new cus-
tomer service operations center at
the Walnut Grove Corporate Cen-
ter, One Walnut Grove Drive, Hor-
sham, Pa. 19044.

The risk management firm of
Rodriguez Consulting Group
Inc. has relocated to 4241 Baymea-
dows Road, Suite 1, Jacksonville,
—l=a., S—==—"1 7 . -—
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info

« Two full-color employee
communication booklets, "Alco-
holism in the Workplace," and
"Alcoholism in the Family,”
have been published by Krames
Communications. "Alcoholism in
the Workplace" discusses ways in
which supervisors and co-workers
can deal with the problem of alco-
holic workers. "Alcoholism in the
Family" helps family members and
friends to learn about and under-
stand alcoholism, and where to go
for help. For a free sample copy of
both booklets write Krames Com-
munications, Dept. ALC 49, 312
90th St., Daly City, Calif. 94015-
1898; 800-228-8347; 800-445-7267.

« "Claims Processing for Ben-
efit Plans"” is a compilation of pre-
sentations made at the Interna-

tional Foundation of Employee
Benefit Plans' 1985 Benefit Pro-
cessing Institutes. The 60-page book
costs $7 for fondation members and
$12 for non-members. To receive a
copy, write Publications Depart-
ment, IFEBP, P.O. Box 69, Brook

field, Wis. 53008-0069; 414-786-
6700.

* A report entitled "Product Li-
ability, the European Way" is
available from Kusters Consulting
International. The report contains
an analysis of the new European
Community directive concern-
ing strict liability for defective
products. For a free copy write
Kusters Consulting International,

2100 Tanglewilde, Suite 392, Hous-
ton, Texas 77063.

« Information about companies
that issue surety bonds is featured
in a new pamphlet from the Surety
Assn. of America and the National

Assn. of Surety Bond Producers ti-
tled, "Surety Companies-What
They Are and How to Find Out
About Them." The pamphlet is free
from SAA, 100 Wood Ave. S, Ise-
lin, N.J. 08830; or NASBP, 5454
Wisconsin Ave., Chevy Chase, Md.

20815.

« A 96-page monograph enti-
tled, "Financial Guarantee Insur
ance," contains a broad overview
of the "insurance product of the
'80s." Copies of the monograph may
be purchased from the Insurance
Information Institute for $20 by
writing Ill, Publications Service
Center, 110 Williams St., New
York, N.Y. 10038.

» Details of a proposed arbitra-
tion clause developed by Insurance
Arbitration Forums Inc. are avail-
able in a new brochure, "Ex-
cess/Primary Reinsurance Arbi-
tration.” For a free copy of the
brochure contact Insurance/Arbi-
tration Forums Inc., 200 White
Plains Road, P.O. Box 66, Tarry-

town, N.Y. 10591-0066; or call 914-
332-4770.

» The Spring 1986 edition of the
Employee Benefits Book Catalo-
gue is available free from the In-
ternational Foundation of Em-
ployee Benefit Plans. The free ca-
talogue lists recently published
books and research reports by the
Wisconsin-based educational asso-
ciation. To receive a copy, write
Publications Department, IFEBP,
P.O. Box 69, Brookfield, Wis.
53008-0069; 414-786-6700.

* A new, illustrated booklet on
smoking cessation, "Three-step
Program to Becoming SMOKE-

FREE FOR LIFE," is available
from Krames Communications.
Companies may find the booklet a
valuable tool in smoking cessation
programs and in reducing health
care costs. For a free sample copy
contact Krames Communications,

Dept. SMF2, 312 90th St.. Daly City,
Calif, 94015-1898.

« Crawford & Co. has published
a 24-page booklet containing a se-
ries of questions of special concern
to risk managers: risk control,
risk information systems,
claims management and en-
vironmental pollution claims
management. The booklet is enti-
tled, "137 Questions to Ask Your-
self Before You Renew" and was
compiled from articles that first ap-
peared in Crawford Risk Review.
To obtain a complimentary copy
write Crawford & Co. Market
Communications Department, P.O.
Box 5047, Atlanta, Ga. 30302.

* "The Relationship Between
Age and Physical Disability
Among Workers: Implications
for the Future" is the title of a
new study by the Menninger Foun-
dation. The report discusses the
foundation's study and examines
employer-based return to work
programs. The report (TMF-1010-
14) is available for $5 from the
Menninger Foundation, Research
& Training Center, 700 Jackson,
Topeka, Kan. 66603; 913-233-2051.

= The International Foundation
of Employee Benefit Plans has
published a collection of edited
texts of presentations from the
IFEBP's 1985 Health Care Cost
Management Seminar. Cost of the
collection is $12 for IFEBP mem-
bers and $20 for non-members. To
receive a copy, write Publications
Department, IFEBP, P.O. Box 69,
Brookfield, Wis. 53008-0069; 414-

786-6700.

 Custom-tailored plan docu-
ments and summary plan de-
scriptions for self-funded health
care plans are now offered by
Hunter & Associates. Samples of
the documents and descriptions are
available for $3.95. To order, write
David H. Gluck, Hunter & Associ-
ates, 9842 Hibbert Street, Suite 152,
San Diego, Calif. 92131; 619-578-

7461

» A detailed explanation of the
new Pension Benefit Guarantee
Corp. rules for single-employer
pension plan terminations can be
found in "The Single-Employer
Pension Plan Amendments of 1986:
An Overview." Written by William
G. Beyer, assistant general counsel
of the PBGC, the book is available
for $20 from Charles D. Spencer &
Associates Inc., Dept. T, 222 W.

Adams St., Chicago, lll. 60606; 312-
236-2615.

= The lllinois State Chamber of
Commerce has published a new
folder, "How to Select a PPO."
The free publication contains
guidelines for using this new ap-
proach to managing a company's
health care costs. Write Pamela D.
Mitroff, Manager, Health Care Cost
Containment Department, lllinois
State Chamber of Commerce, 20 N.

Wacker Drive, Chicago, Ill. 60606;
312-372-7373.

= The 1986 California Labor
Code Book is available for com-
panies with California-based em-
ployees. Six sections cover: Work-
ers Compensation Insurance;
Safety in Employment; Depart-
ment of Industrial Relations; Em-
ployment Regulations and Supervi-
sion; Employment Relations; Fair
Employment and Housing Code.
Send $25 to XTRADATA, 34 Can-

HOLMES
KNOWS IT'S NOT

yon Island Drive, Newport Beach,
Calif. 92660; 714-759-1707.

« A 36-page Directory of Com-
puter Security Products is now
being offered free from Computer
Security Institute. The directory
lists 93 different vendors of com-
puter security products and ser-
vices. Requests for the directory
must be accompanied by a 9x12
inch envelope wih $1.24 postage af-
fixed, smaller envelopes will not be
accepted. Send to Phyllis St. Mar-
tin, Dept. R6, Computer Security
Institute, 360 Church St. North-
borough, Mass. 01532

« Union Mutual Life Insurance
Co. has produced a booklet which
outlines, in laymen's terms, flexi-
ble benefit plans. Copies of "The

Unionmutual Guide to Flexible
Benefits" are free and can be ob-
tained by writing Unionmutual,
Denise Moss, Flexible Benefits Di-

vision, 2211 Congress St., Portland,
Maine, 04122; 207-780-2595.

- «Flexible Benefits-A How-

to Guide" is a 163-page book from
the International Foundation of
Employee Benefit Plans. The book
is authored by Richard E. Johnson,
a principal in the Seattle office of
consultant William M. Mercer-Mei-
dinger Inc. The guide is written to
assist plan sponsors with the sue-
cessful development of a flexible
benefits plan. Cost of the guide is
515 for IFEBP members and $25 for
non-members. To receive a copy,
write Publications Department,
IFEBP, P.O. Box 69, Brookfield,
Wis. 53008-006% 414-786-6700.

= "Product Liability Guide
for Manufacturers" is a 20-page
publication from the Hand Tools

Institute. The guide is tailored to
meet the needs of manufacturers

Continued on next page
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I.£t Holmes work as

A well designed, properly functioning security system
takes work.

Meeting the needs of the insurance community

takes more.

* Holmes systems generally exceed UL specifications.

* Holmes quickly provides certificate information and
details concerning alarm responses.

* Holmes completes thorough investigations even when
nothing has been stolen or damaged.

» Holmes now has an insurance industry liaison executive
in each branch with the responsibility to service your

needs.

hard for your clients as you do.
Call 1-800-4 HOLMES

PROTECTION

Securing People and Property since 1858
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and their employees who are re-
sponsible for handling product lia-
bility inquiries from the initial
claim notice through to the final
settlement. Cost of the publication
is $3. Order from Hand Tools Insti-

tute, 25 N. Broadway, Tarrytown,
N.Y. 10591.

= Audio cassettes, recorded at
the International Foundation of
Employee Benefit Plans' 31st An-
nual Conference are now available.
Approximately 70 sessions were re-
corded at the conference, covering
such topics as fiduciary responsi-
bility. pensions and retirement
counseling. The cassettes cost $8
each. For order forms listing all
available cassettes contact the Au-
diovisual Services Department,
IFEBP, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700.

- The American Society of
Safety Engineers has issued eight
"Readings In..." collections. Each
collection offers a compilation of
articles, which originally appeared
in ASSE's Professional Safety mag-
azine. The eight publications are:
Readings In Product Liability
and Civil Liability ($12 ASSE for
members; $15 for non-members),
Readings In Hazardous Control
and Hazardous Materials ($20 for
members; $25 for non-members),
Readings In Behavioral Issues
in Safety ($20 for members; $25)
for non-members), Readings In
Workers' Compensation-Loss
Prevention/Loss Control ($20 for
members; $25 for non-mem-
bers),Readings In Noise Control
and Hearing Conservation ($12
for members; $15 for non-mem-
bers), Readings in Stress Man-
agement ($12 for members; $15 for
non-members), Readings lin Cost
Benefit/Cost Control ($15 for
members; $20 for non-members),
Readings In Safety Management
($15 for members; $20 for non-
members). For a brochure provid-
ing additional information on the
"Readings In..." publications con-
tact Jim Kielty, Manager, Techni-
cal Publications, American Society
of Safety Engineers, 1800 E. Oakton
St., Des Plaines, llIl. 60018; 312-692-
4121.

- Frank B. Hall Consulting Co.
is offering a free brochure which
highlights the major reasons for is-
suing comprehensive employee
benefits statements. For a free
copy, contact Frank B. Hall Con-
sulting Co., Halltech Division, 549
Pleasantville Road, Briarcliff
Manor, N.Y. 10510.

= "Health Care Costs and You"
is a new, illustrated booklet that
explains the high cost of medical
benefits and gives employees a
new appreciation for this expensive
benefit. It is one of a series of book-
lets, including, "Stress Manage-
ment,” "Wellness," "Personal
Problems,” "Child Care," and
"Substance Abuse." A free sample
copy of the booklet is available
from Business & Legal Reports, 64
Wall St., Madison, Conn. 06443;
800-553-4569.

« "Insurance Availability: A
State-by-State Guide" is the title
of a new guide available from the
Public Risk & Insurance Manage-
ment Assn. The guide lists states
which have market assistance pro-
grams, insurance information hot-
lines and other items of interest to
public agencies. The book is avail-
able for $7 to PRIMA members; $15
for non-members from PRIMA,
1120 G. St., N.W., Suite 400, Wash-
ington D.C. 20005.

- "Better Safe Than Sorry: Your
Guide to Protecting Yourself from
Accidents" has been published by
Fax Communications Inc. The 16-
page booklet is illustrated and con-
tains safety tips designed to mo-
tivate workers to prevent acci-
dents on and off the job. For a

sample copy, send $1 to Fax Com-
munications Inc., Deptartment BI,
3279 20th St., San Francisco, Calif.
94110.

« The State of Washington De-
partment of Labor and Industries
now provides a toll-free telephone
number to help train employees
about hazardous chemicals in
the workplace. The number is
800-4BE-SAFE (800-423-7233) and
operates during daytime work

hours.

« "A Practical Guide to Physi-
cian-sponsored HMO Develop-
ment" is the title of a new 64-page
handbook from the American So-
ciety of Internal Medecine, which
provides step-by-step direction to
physicians who are contemplat-
ing the development of a physi-
cian-sponsored HMO. The cost of
the handbook is $10 for ASIM
members; $15 for non-members
(bulk orders of 10 or more are dis-
counted $2 and $3, respectively) to

American Society of Internal Medi-
cine, Literature Order Department
NR, 1101 Vermont Ave., Suite 500
Washington, D.C. 20005.

- Synergy Health Systems has
published a pamphlet describing
basic claims processing systems
and their applications to health
maintenance organizations, insur-
ance companies, third-party claims
administrators and employer
groups. A free pamphlet is avail-
able by contacting Synergy Health
Systems, 16775 Addison Road, Suite
201, Dallas, Texas 75248; 214-248-
6241.

- "Legislative Trends in In-
surance Regulation” offers an
analysis of major legislative and
regulatory trends affecting the in-
surance industry as well as changes
in the tax code and reforms in rate
regulation. Cost of the book is
$16.95 from Texas A&M Univer-

sity, Drawer C., College Station,
Texas 77843-4354.

* Business and Legal Reports
has published a new booklet titled,
"Working with Hazardous Ma-
terials.” The illustrated booklet
can be imprinted with company
name and is helpful for right-to-
know training. A free sample copy
is available from Business & Legal
Reports, 64 Wall St., Madison,
Conn. 06443; 800-553-4569.

= "Crisis Management and
Catastrophic Care: A Guide for
Insurance Rehabilitation Spe-
cialists" has been published by the
Medical Case Management division
of Vocational Placement Services
Inc. Information on severe injuries
is included, along with procedures
for maintenance of quality care
through cost-effective case man-
agement. The 106-page manual
costs $25, plus $3 for shipping and
handling, from Vocational Place-
ment Services Inc., Box K-131,
Richmond, VVa. 23288.

- The Public Risk & Insurance
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Management Assn. has published
jointly with the National League of
Cities, "Tort Liability Today: A
Guide for State and Local Gov-
ernments." The guide offers a his-
tory of major areas of law that are
the focus of recent debate, includ-
ing: intentional torts, negligence,
and strict liability. Cost of the book
is $15 for PRIMA and NLC mem-
bers; $25 for others. The guide is
available from Public Risk & In-
surance Management Assn., 1120

G. St., N.W., Suite 400, Washington
D.C. 20005.

Have a new report, booklet or promo-
tional brochure you'd like to send to
buyers Of insurance? Business Insur-
ance will describe material costing
less than $25 as an editorial service in
the Info for Buyers column. Simply
send us a short description of the ma-
teriat to be offered, along with the cost
and a mailing address. Address all
contributions to Infofor Buyers, Busi-
ness Insurance, 740 N. Rush St., Chi-
cago, lll. 60611.

11 train with FlightSafety as long

as I'm flying.

"It's true in flying, medicine or business.
The best way to concentrate and learn is
to get away from the distractions of the
working environment. | didn't know much
about FlightSafety before | trained there,
but before | finished my initial course, 1
decided I'd return for the refresher
training six months later.

"Their commitment to professionalism
was reassuring. FlightSafety works with
you-one-on-one-whether you are a
corporate pilot or an owner-pilot.

250 hours annually

"l fly a moderate amount, about 250 hours
a year, in support of both my business
and my profession. To get the most out of
my airplane | have to operate it properly
And to be sure, | alternate between the
Instrument/Multiengine Refresher and
Pressurized Navajo courses.

"The 1/ME course is intensive on

multiengine instrument procedures. And

John Duckworth, M.D.

President, Laboratory Mgt. Corp.
Memphis, Tennessee

the specific emergency procedures and
systems training in the Navajo course
keeps me sharp in the airplane. rm not
one of those people who jumps from one
airplane type to another. The pressurized
Navajo was a big step up from the Aztec
| flew for 15 years and FlightSafety made
me comfortable with the airplane,

A matter of safety

"The simulator is a particularly important
part of FlightSafety training. You can
practice situations you would never try to
set up in an actual airplane-especially
one with high performance engines. It's
both a matter of safety and of not

abusing the airplane.

' Every pilot should make a
disciplined effort to stay proficient-and
that means regular refresher training. As
a former FAA pathologist, I've personally
seen the results of negligence in aviation.
Neglecting your training is probably just
as bad as skipping your preflight"

FlightSafety offers Initial and Refresher training programs
for all models of the Piper Navajo and Mojave, and for most
300- and 400-series Cessna twins. We also have Refresher
programs lor the Aerostar and Beech Baron 58 series.

For other piston twins, a general Instrument/Multiengine
Refresher course is offered. A primary multiengine rating
course is also available. For more information. send coupon

or call the numbers below, collect.

(PIPER)

FlightSafety International
2949 OId Medulla Road

Lakeland, Florida 33803
(813) 646-5037
NAMF
ADDRFRA
cITY STATF
AIRCRAFT

Alpe

TELEPHANA C)

(CESSNA)

FlightSafety International
RO. Box 12304

Wichita, Kansas 67277
(316) 943-2140

Reg,st,aki

FlightSafety

uo7e

international
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Coverage shields hospitals from Medicare losses

Broker Rollins Burdick Hunter
Co. is offering insurance coverage
to protect hospitals from losses they
may suffer because of the federal
Medicare program's prospective
payment system and similarly con-
structed private contracts.

The Hospital Expense Reim-
bursement Contract will pay a por-
tion of the cost of procedures that
exceeds the amount that will be
reimbursed by Medicare and pri-
vate plans.

The coverage is underwritten by
Combined Insurance Co. of
America, a unit of Combined Inter-
national Corp. in Chicago, which is
also RBH's parent company.

"The need for an insurance prod-
uct like HERC arose when Medi-
care's new payment system went
into effect,"” said Roger M. Simpson
Jr., senior vp-product and service
development at RBH.

If the care provided to a patient
by a hospital costs less than the
amount paid by Medicare for that
particular diagnostic-related group,
"the hospital keeps the profit," he
explained.

"However, if the patient requires
more time or care, the hospital
takes the loss,"” Mr. Simpson said.

Arthur F. Quern, RBH's presi-
dent and chief operating officer,
said that HERC has several advan-
tages.

"For one thing, HERC covers
losses on a case-specific basis rather
than on an aggregate basis. This
feature allows hospitals to obtain
more immediate relief when the
cost of a case exceeds Medicare's
reimbursement,” Mr. Quern ex-
plained.

"Furthermore, HERC does not
exclude any Medicare category. If
Medicare covers a particular pa-
tient or illness, so will HERC," Mr.
Quern said, noting that some simi-
lar policies often exclude some
medical procedures.

In addition to Medicare, HERC
also integrates with agreements be-
tween hospitals and Blue
Cross/Blue Shield plans, preferred
provider organizations and health
maintenance organizations.

Policyholders can choose from
several per-claim deductibles start-
ing at $25,000. Coinsurance
amounts range from 50% to 90%.

HERC pays up to $1 million per
case, with an annual aggregate
limit of $5 miillion.

For more information, contact
Michael Craig, vp and national
director of hospital and health ser-
vices accounts in RBH's Los An-

geles office, at 800-626-2060. In Cal-
ifornia call 800-262-8989.

Financial guarantees

"Financial Guarantee Insur-
ance," the latest addition to the In-
surance Information Institute's
monograph series, offers a con-lpre-
hensive overview of the financial
guarantee business.

The book reviews the history,
specific products, underwriting
concerns, issues affecting policy-
holders, investors and insurers, and
also provides a view of the future
of the financial guarantee market.

The demand for financial guar-
antees is reflected in the tremen-
dous expansion of this market, ac-
cording to the monograph. Just one
of these new products-investor
bonds-produced about $200 mil-
lion in premiums in 1984 alone.

In terms of market potential,
more than $1 trillion in commercial
paper, corporate bond issues and
bank loans outstanding could be
covered by these products, the in-
stitute says.

To provide both scope and in-
sight, each chapter of Financial
Guarantee Insurance was written
by a person with a different role in
the business, providing the per-
spectives of a municipal bond in-

products & services

surer, a company providing corpo-
rate coverages, a reinsurer, an in-
surance broker, a major credit-rat-
ing organization and a regulator.

Also included are perspectives by
Joseph P. DeAlessandro, president
of National Union Fire Insurance
Co. of Pittsburgh, Pa.

Appendixes include Standard &
Poor's dett rating definitions; S&P
insurance rating definitions; infor-
mation on the growth of financial
guarantee industry; and a rating
methodology profile for financial
guarantee insurers.

Copies of Financial Guarantee
Insurance are available for 520
each from the Insurance Informa-
tion Institute, 110 William St., New

York, N.Y. 10(138; 212-669-9200,

Flex plan guide

A new employee benefits hand-
book aimed a. growing companies
shows how to :et up a flexible ben-
efits plan "when your employees
are complaining, your costs are ris-
ing and you're too busy to think

about _t."

Produced by Catalyst, a national
not-Ecr-profi: organiza:ion that
works with corporations and indi-
viduals to dev210Op career and fam-
ily options the handbook provides
information needed to e#aluate,
design and administer : flexible
benefits plan.

According to Mary Allen, the
Catalyst associate who developed it,
the handbook offers thorough, spe-
cific and readable answers to the
three basjc questions every benefits
manager asks before modifying an
established policy or developing a
new one, including:

- Will flexible benefits work for
my company?

* How can | design a flexible
benefits Flan that does what | want
and still stays within the law?

= How can | communicate a
plan to my employees and adminis-
ter it without spending too much
time and money?

Funding for the project was
made available through a grant
from the Department of Health and
Human Services under contract
with the Foundation for Human

Service S:udies

"Flexible Benefits: How to Set Up
a Plan When Your Employees Are
Complaining, Your Costs Are Rising
and You're Too Busy to Think
About It" is available for $49.

For a copy of the flex plan hand-
book, contact Catalyst, 250 Park
Ave. South, New York, N.Y. 10003;
212-777-8900.

Claims software

Health Systems International has
developed new hospital cost-con-
tainment software for large em-
ployers that self-fund and self-ad-
minister their employee benefit
programs.

The Medical Claims Monitoring
System evaluates inpatient hospital
claims before payment is made, ex-
plained Ron Bernier, president and

Continued on next page
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chief executive officer of New
Haven, Conn.-based HSI.

The software individually evalu-
ates each hospital claim from a
clinical perspective to determine if
the information is consistent and if
the amount billed is reasonable.
Any claims determined clinically
inconsistent or exceeding payment
limits established by the software
will be rejected.

HSI updates the software regu-
larly to account for changes in
medical costs and treatment, Mr.
Bernier said. "We continually
change a number of variables" at
Nno extra cost.

The software can also be used by
life/health insurers and third-
party claims administrators.

The software is available for both
personal computers and mainframe
units, according to Mr. Bernier.
The PC software costs approxi-
mately $20,000, while mainframe
software is about $300,000, he said.

Compatible systems include the

IBM PC family, large IBM main-
frame units in the 4300 and 308X
series and the Digital EqQuipment
Corp.'s VAX, Mr. Bernier said.

For more information, contact
Health Systems International, 100
Broadway, New Haven, Conn.
06511; 203-562-2101.

Asbestos abatement

Morefar Marketing Inc., a subsid-
iary of American International
Group Inc., is offering a compre-
hensive general liability coverage
for qualified asbestos removal con-

tractors.

The Asbestos Abatement Pro-
gram-underwritten by National
Union Fire Insurance Co. of Pitts-
burgh, Pa., another AIG subsidiary,
on a claims-made form-covers the
asbestos abatement contractor dur-
ing the removal process, the com-
pany says.

An extended reporting form is
available for one year, and broad-
form commercial general liability

coverage also is available upon re-
quest, the spokesman said.

The minimum premium for
limits of up to $1 million is $100,000,
with a mandatory property damage
deductible of $1,000, he said.

Projects not eligible for coverage
include encapsulation of asbestos,
enclosure of asbestos and demoli-
tion projects where the asbestos is
not removed prior to demolition,
the spokesman said.

For more information, contact
Morefar Marketing Inc., 100 Presi-
dential Blvd., Bala Cynwyd, Pa.
19004-1247; 215-667-7584.

Pension software

Coopers & Lybrand has devel-
oped new software to help employ-
ers comply with the new Federal
Accounting Standards Board State-
ment No. 87, "Employers' Account-
ing for Pensions."

PENCOST, developed by the
company's Actuarial, Benefits and
Compensation Consulting Group,

The Fast
turnaround

Time-just what you don’t have, when
it comes to facultative answers. At

American Re, service is the key Our
underwriters and support staff can be
counted on for being more motivated,
more professional, more committed to

your every need.

Service. Innovation. Credibility Add
these qualities to our reputation for ac-
countability and stability, and you can
see why there's only one American Re.

0oO0...

American Re.lnsurance Company
One Liberty Place. 91 Liberty Street. New York. New York 10006

Atlanta « Boston « Chicago * Columbus « Dallas

Hartford « Kansas City * Los Angeles * Minneapolis * New York « Philadelphia « San Francisco

Bogota « London « Melbourne « Montreal « Santiago * Singapore « Sydney ¢« Toronto

will help answer employers' ques-
tions arising out of the new FASB
statement, including:

= Should the company change
its funding method?

= What will be the result of a
change?

- What effects will changes in
the company's interest and salary
assumptions have?

= What if the plan's investment
or salary experience is different
from what was assumed?

The software also provides infor-
mation employers can use in decid-
ing whether it would be beneficial
to comply with the new standards
in fiscal year 1985 or wait until
later, said Harold Dankner, Coo-
pers & Lybrand's national techni-
cal services director.

All companies must adopt the
standards sometime between now
and 1987 (BI, Jan. 6).

Using actuarial data supplied by
the company, the software can pro-
vide five-year estimates of a plan's
financial and accounting informa-
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tion, the company says. The infor-
mation is summarized in tables,
graphs and footnote disclosures.

Because of the level of actuarial
expertise required to use the new
software, Coopers and Lybrand is
offering it to companies only as a
service. Fees depend on the com-
plexity of the task and the number
of alternative scenarios requested,
according to John Grady, actuarial
benefits and compensation partner.

For more information, contact
Coopers & Lybrand, 1251 Ave. of
the Americas, New York, N.Y.
10020; 212-536-3253.

Regulation updates

Kluwer Publishing Ltd. is offer-
ing a new looseleaf service that up-
dates insurance regulations
throughout the world.

Initially covering 100 countries,
the publication later will be ex-
panded to include 200 countries by
the end of 1987.

Insuring Foreign Risk: a Guide to
Regulations Worldwide, is edited
by G.N. Crockford, information
services manager for broker C.T.
Bowring & Co. Ltd.

Cost of the basic work is 40
pounds (approximately $56), plus
7.5 pounds (approximately $10.50)
for semiannual updates.

For more information, contact
Michael Brookes, Kluwer Publish-
ing Ltd., 1 Harlequin Ave., Brent-
ford, Middlesex, England TW8
9EW; telephone: 01-568-6441.

Cost management

The topic of health care cost
management is tackled in a new
book, which is part of the "ready
reference" series published by the
Ilinois State Chamber of Com-

"Health Care Cost Management
-Solutions For Employers" offers
specifics in the areas of plan design,
plan administration, employee
communication and education,
health promotion and wellness, and
utilization and data management.

"We believe that a thorough
reading will point out distinct ad-
vantages which can be realized
through careful implementation of
the ideas presented,” author
Laurence J. Hicks says in the
book's preface.

"If the employer does no more
than question the current insur-
ance provider using ideas gleaned
in this book, definite benefits will
be realized," he said.

Mr. Hicks is president of Hicks &
Hicks Inc. in Kenilworth, Ill., a
consulting firm specializing in
health care cost management and
human resources. The topical out-
line of the book was based on a 1985
conference series sponsored by the
Center for Business Management, a
subsidiary of the lllinois State
Chamber of Commerce.

"We have attempted to reach a
broad audience encompassing em-
ployers of all sizes. Small employ-
ers are addressed throughout the
book. The small employer will be
facing all of the issues discussed in
this book within the next two
years," Mr. Hicks said.

"Insurers will be offering prod-
ucts which will present HMOs,
PPOs and traditional insurance
plans as a single product. Knowl-
edge gained from reading this book
will provide a basis for evaluating
these unfamiliar choices,” he
added.

The book is available for $29.95
for ISCC members and $44.95 for
non-members. There is a $1.50
shipping and handling charge and
8% sales tax in lllinois.

Information and orders may be
directed to the Center for Business
Management, 20 N. Wacker Drive,
Chicago, Ill. 60606; 312-372-7373.

New CGL forms

The second edition of a training
manual decribing how new rules,
Continued on nezt page
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classifications and rating systems
apply to the Insurance Services Of-
fice's commercial general liability
policies has been published by the
Premium Audit Advisory Service,
a division of American Insurance
Services Group Inc.

The newly revised manual de-
tails changes in ISO's occurrence
and claims-made CGL forms, as
well as classification methodology
and premium bases.

For instance, rather than one set
of classification assignment rules,
there are now specific sets of rules
that relate to five major business
groups.

The reference and training
manual is designed for use by risk
managers, underwriters and agents
and brokers. It includes case studies
to illustrate the application of the
new rules and concepts. In addi-
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tion, the manual contains a series of
self-checking examinations.

The cost of the manual is $70.

To order, write Premium Audit
Advisory Service, 85 John St., New
York, N.Y. 100381 212-669-0511.

Right-to-know' laws
National Loss Control Service

Corp., a Kemper Group affiliate,
has developed a loss-control train-
ing package called TEACH (Telling
Employees About Chemical Haz-
ards).

The program is designed to ex-
plain to employees the facts about
chemical hazards in the workplace.
It is based on the requirements of
the Occupational Safety and Health
Administration's hazard communi-
cation standard (BI, Sept. 30, 1985).

The TEACH program consists of

four modules:

* "You and Chemical Hazards."

* "Material Safety Data Sheets."

« "Chemical Labeling, Storage
and Handling."

= "The Chemicals You Use."

The first three modules each
contain a slide-cassette program or
a videotape. They also contain a
training manual to help the in-
structor conduct the training pro-
grann.

The fourth module is an instrue-
tor's guide that explains how to
give a short, but effective, presen-
tation on specific chemicals used by
a group of employees.

According to NATLSCO, the
TEACH program minimizes train-
ing time, maximizes effectiveness
and requires minimum instructor
qualification.

The program is available in both
English and Spanish.

The entire program can be pur-
chased for $650.

For more information, contact
TEACH Coordinator, NATLSCO,
K-3, Long Grove, lll., 60049-0075;
S00-32E3-o5835 . -

Defense costs
increasing: ISO

NEVWW YORK-Prop-
erty/casualty insurers were
underreserved by $6.1 billion
in 1984 for general liability
losses and $2.5 billion for loss
adjustment expenses, the In-
surance Services Office re-
ports.

The figures, which are
the latest available to the
insurer trade group, also
show that of the $2.5 billion
shortfall for loss adjustment
expenses, $1.1 billion is re-
lated to legal defense costs.

Legal defense costs more
than doubled from 1979 to
1984, rising to $2.7 billion
from $1.1 billion, the ISO
said.

The Insurance Services
Office released the figures in
a study aimed at strengthen-
ing its argument that general
liability insurance policies
should contain a limit on
legal defense Costs.

While civil justice reform
"is one long-term way to
bring legal costs down, a
more immediate and direct
solution would be to change
the defense cost provision Of
the commercial general lia-
bility policy form itself," said
Daniel J. MeNamara, ISO
president.

The Kansas City, Mo.-
based National Assn. of In-
surance Commissioners is
studying the issue, but sev-
eral insurance commission-
ers have said they will resist
any attempt by ISO to imple-
ment such a change (B, June
23).



Assn. of Lloyd's Members conference

Lloyd's profit to top $208 million, group says

By STACY SHAPIRO

LONDON-LIoyd's of London
will report global 1983 profits of 139
million pounds ($208.5 million), ex-
cluding the losses from syndicates
formerly managed by PCW Under-
writing Agencies Ltd., the Assn. of
Lloyd's Members predicts.

Last year, ALM predicted that
Lloyd's profits for 1982 would be 80
million pounds, a 47% drop from
151.9 million pounds in 1981, in-
cluding PCW losses. Its estimate
was gathered by Financial Intelli-
gence & Research, a London finan-
cial analyst.

However, Lloyd's actually re-
ported profits of 57 million pounds
($92.3 million), including the PCW
losses (BIl, Sept. 2, 1985; Sept. 9,
1985).

The ALM's estimate for Lloyd's
1983 global profits varies from
that of Chatset Ltd., another
group of Lloyd's members. Chat-
set recently estimated that Lloyd's
profits will be about 170 million
pounds ($255 million), 31 million
pounds more than the ALM esti-
mate (BI, July 7).

The ALM depends on Lloyd's
public registry for its results and
bases its estimate on reports from
359 of the 401 Lloyd's syndicates, or
90% of the market.

Under Lloyd's three-year ac-
counting system, Lloyd's global
profits for 1983 will be reported this
September.

Lloyd's marine market more
than doubled its profits in 1983,
producing most of Lloyd's global
profits, according to the ALM.

The ALM believes that 132
Lloyd's marine syndicates will
show profits of 170 million pounds
($255 million), up from 75 million
pounds ($112.5 million) in 1982 for
those same syndicates.

Up until now, Lloyd's marine
market has accounted for more
than 50% of Lloyd's stamp capacity,
ALM members were told at the
1986 National ALM Conference
July 9 in London.

However, in 1987, Lloyd's ma-
rine underwriters most likely will
not increase their stamp capacity
because fewer clients need marine
insurance, noted Derek Wills,
Lloyd's underwriter for syndicates
managed by Barder & Marsh.

The current recession in the
shipping industry is "the most dif-
ficult in living memory," Mr. Willis
said, adding that the oil industry is
also in a deep slump.

Lloyd's, however, "is writing a
larger share of a smaller cake," Mr.
Willis said. Lloyd's marine un-
derwriters hope that the drop in oil
prices will increase world trade, he
pointed out.

In addition, Lloyd's marine un-
derwriters are increasing their lia-
bility business, but only on a
claims-made basis, he said.

"This continues to be a class
which is treated with caution,” he
added.

Lloyd's global profits for 1983
will be reduced by a further total
loss in the non-marine market, ac-
cording to the ALM. The ALM pre-
dicts that 138 Lloyd's non-marine
syndicates, excluding PCW syndi-
cates, will show a total loss of 60
million pounds ($90 million), up
from a loss of 22 million pounds
($33 miillion) in 1982.

"1983 is an appalling result for
the non-marine market," agrees
Robin A. Jackson, Lloyd's un-
derwriter for non-marine syndi-
cate 799 managed by Merrett Syn-
dicates Ltd.

"To be polite, what underwriters
did was rank stupidity, irresponsi-
bility and complete lack of know-
ing what they were doing," he told

ALM members.

Mr. Jackson hopes that Lloyd's

members realized that 1983 was
going to be a bad year for its non-
marine market because "it was no
surprise to non-marine un-
derwriters.”

Mr. Jackson believes that Lloyd's
1984 results will improve from 1983
because "it seems a long time ago,
but by mid-1984 rates started to
move," he said. However, 1985 will
show greatly improved results for
Lloyd's non-marine market be-
cause rates increased solidly by
then, he said.

By 1985, Lloyd's non-marine
market should be back to the stel-
lar results it posted in the 19705, he
said.

Mr. Jackson will not predict
what the results will be for 1986 be-

cause natural disasters-like hurri-

canes or earthquakes-could still
dash underwriters' hopes, Mr.
Jackson said.

But, he noted that non-marine
underwriters are now "smiling and
confident. We are starting to see
sanity all around. . . .| have never
seen such an unprecedented

move."

Mr. Jackson also noted that U.S.
liability coverage is looking more
attractive to many Lloyd's un-
derwriters because:

- Rates have increased up to
500% over the past several years.

One U.S. pharmaceutical com-
pany executive reported he can
buy $25 million in liability cover-
age today for the premium he paid
for $200 miillion in coverage three
years ago, Mr. Jackson told Lloyd's

members. The pharmaceutical
company also now has a larger re-
tention, Mr. Jackson said.

= Policy wordings have
changed. Lloyd's underwriters are
now using a claims-made form for
U.S. excess liability business (B,
July 14).

* The U.S. civil justice system-
"if there is such a thing for insurers
in the U.S."-is beginning to be re-
formed.

Lloyd's non-marine market wel-
comes tort reform initiatives, Mr.
Jackson said. However, he added
that if tort reform is connected to
rate restrictions, "it is not worth
having.”

Lloyd's underwriters are not af-
fected by the parts of the tort re-
form legislation recently passed in

Florida that freeze rates, force lia-
bility insurance premium refunds
this year and authorize that 1987
rates be rolled back to 1984 levels,
Mr. Jackson said (Bl, June 16).

Lloyd's operates as a surplus
lines underwriter in Florida, and
the legislation does not include sur-
plus lines insurers, he noted.

However, he said that tort re-
form is not acceptable if there is a
requirement for premium reduc-
tion. "An instantaneous reduction
in premium is unacceptable," he
said.

Mr. Jackson believes that rates
will not increase as much in 1987 as
they have in 1985 and 1986 because
readjustments already have been
made. But, "l see a very tight mar-

Continued on nezt page
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ket in the casualty area," he said.

Mr. Jackson urged Lloyd's members to join non-ma-
rine syndicates to increase the capacity the market
offers.

A 10% increase in capacity will not be adequate to fill
all the orders coming into Lloyd's, he said, noting he
would like to see non-marine capacity at Lloyd's grow
25% to 40% to take advantage of the tight casualty in-
surance market.

"None of us have to worry about where the premium
will come from," he said. "If anything, there is too
much premium around. . . .Let us not concern ourselves
with 1983 or 1984, but with 1987, 1988 and 1989 if we
want to get Lloyd's back to where it should be.

"There is a shortage of capacity in the U.S. insurance
and reinsurance industry. If there is going to be a short-
age in capacity, why don't we take advantage of that?"

Also, Lloyd's 44 aviation syndicates will show profits
of 18 million pounds ($27 million) in 1983, down from
23 million pounds ($39 million) in 1982, the ALM notes.

In 1983, 28 Western-built aircraft were destroyed and
more than 1,100 fatalities were reported, said Lloyd's
aviation underwriter Eugene Ryan of underwriting
agency Gooda Walker Ltd.

In 1984, there was a concerted effort to increase hull

and liability insurance premium rates by as much as
five to 10 times what they were in light of the bad
results in 1983, he added.

"l am pleased to say that this momentum (to increase
rates) is still here today," he said.

Mr. Ryan expects that the 1984 underwriting year
will close in 1987 with better underwriting profits than
in 1983 because there were far fewer losses during 1984.
However, Mr. Ryan pointed out that 1985 was the worst
year on record for the aviation market.

Hull and liability claims in 1985 totaled at least $660
million and, when satellite and other aviation-related
losses are included, underwriters eventually will pay
out more than $1 billion for 1985 claims (BI, June 23).

The aviation market is now in a healthy position,
noted Mr. Ryan. There are relatively few losses so far
in 1986, he said.

Rates have increased an average of 10% for hull cov-
erage and 30% to 50% for liability coverage so far this
year, he added. Worldwide aviation insurance premi-
ums total about $2 billion, "a big increase over the
years," he said.

War risk rates have increased substantially, too, he
said (BI, June 23).

But, Mr. Ryan said he doubts that there is a market
left for satellite launch insurance following huge satel-
lite losses in the last two years and the shutdown of the
space shuttle and European Ariane launch programs. .
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Discipline problems may be
behind Lloyd's, Lord says

By STACY SHAPIRO

LONDON-No new disciplinary
proceedings are emerging at
Lloyd's of London, Lloyd's Deputy
Chairman and Chief Executive
Alan Lord says.

Although 22 disciplinary cases
have been tried since the Lloyd's
Act of 1982 was passed, all of them
were related to events that oc-
curred before the law was enacted,
Mr. Lord told the Assn. of Lloyd's
Members' 1986 national confer-
ence, held July 9 in London.

Those 22 disciplinary cases in-
volved 59 defendants, of which
eight were expelled, two were su-
spended and 18 were censured or
reprimanded.

Lloyd's has had bad publicity
and "rightfully so," admitted Mr.
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'Lloyd's has
absorbed quite a bit
of change in a
very short time,' Mr.
Lord says.

Lord, who has been chief executive
for just four months (BI, Feb. 24).

However, "Lloyd's has absorbed
quite a bit of change in a very short
time," he said. "You should give the
society considerable credit for the
enormous change there has been in
the last three years."

Lloyd's has set up rules to pre-
vent wrongdoing in the market, in
particular bylaws on the disclosure
of underwriting interests, syndicate
accounting and syndicate audit ar-
rangements, he said. In addition,
Lloyd's Council "is taking a greater
interest in monitoring premium in-
come" of syndicates to make sure
they are not overwriting their pre-
mium limits, he said.

So far, five syndicates have
stopped underwriting this year be-
cause they were afraid of overwrit-
ing their premium limits, Mr. Lord
said.

Lloyd's has not been able to ar-
range a new code of conduct for
Lloyd's brokers, primarily because
Lloyd's is now preoccupied with
the British government's inquiry
into its operations, Mr. Lord said.

The inquiry, under a committee
chaired by Sir Patrick Neill, will
determine whether Lloyd's
self-regulation adequately protects
Lloyd's members, Mr. Lord noted
(Bl, Jan. 20).

The Neill committee is expected
to release its report later this year.

"l trust that we will receive the
Good Housekeeping Seal of Ap-
proval," Mr. Lord said.

Mr. Lord realized that Lloyd's
members are particularly con-
cerned about how members of syn-
dicates formerly managed by PCW
Underwriting Agencies Ltd. are
going to meet Lloyd's July 25 sol-
vency test.

Lloyd's Chairman Peter Miller
has said that Lloyd's will make
some kind of financial arrange-
ment so that the PCVW members
can pass their solvency test and
continue negotiating with Lloyd's
and 37 other defendants on how to
pay PCW losses.

The members face up to 200 mil-
lion pounds in losses and are claim-
ing that negligence and misman-
agement caused them.

Meanwhile, the Lloyd's market
continues to grow, Mr. Lord said. In
1986, Lloyd's had 29,000 members
generating 8.6 billion pounds ($12.9
billion) of premium capacity. Last
year, Lloyd's had only 26,050 mem-
bers that generated 6.7 billion
pounds of premium capacity.

While Lloyd's growth will slow
in 1987, Mr, Lord said, "The situa-
tion of this country would be signi-
ficantly better if other businesses
grew as well as Lloyd's."

"We are one of the brightest
stars. . .in this country."”

Mr. Lord admits that there has
been criticism in the Lloyd's mar-
ket that he will not be as indepen-
dent in his thinking as his prede-
cessor, lan Davison, because he was
chosen by the Council of Lloyd's.
Mr. Davison was selected as Lloyd's
first chief executive by the gover-
nor of the Bank of England.

"l am not going to tell you how
independent | am," he said. "How-
ever, | will do everything | can to
serve the society and its members
and | do not expect confrontation
within the Lloyd's office. So far,
none of my advice has been re-
jected....l assume | will get my
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Lloyd' s

By STACY SHAPIRO

LONDON-LIoyd's of London
should set up a "fraud fund" to
compensate members who suffer
losses from fraudulent or grossly
negligent underwriting, says one
Lloyd's member.

Failing that, the Corp. of Lloyd's
should at least provide independent
advice for members in trouble-a
communication line with other
members in the same situation-
and appoint a members' committee
to solve the problem, said Mark
Farrer, the Lloyd's member.

"Every time there is a crash of
bones in Lime Street, there is more
ammunition giyen to the competi-
tion overseas to use against us," he
said. "We really have to do better.”

Mr. Farrer is chairman of the
Lloyd's names' committee that is
currently is trying to settle a finan-
cial dispute with Lloyd's managing
agents Brooks & Dooley (Under-
writing) Ltd. (see story, page 62)

In 1984, Lloyd's disciplinary
committee charged that Lloyd's
underwriters Raymond Brooks and
Terence Dooley benefited from
reinsuring their syndicate with Fi-
dentia Marine Insurance Co. of
Bermuda. Lloyd's expelled Mr.
Brooks from the marketplace,
while Mr. Dooley was temporarily
suspended (BI, July 16, 1984; Dec.
17, 1984; March 18, 1985).

Brooks & Dooley members have
until July 25 to accept an agree-
ment that will return to them about
2 million pounds ($3 million) from
Fidentia and other companies con-
trolled by Mr. Brooks.

In trying to reach this settlement,

member proposes Gfrau

He believes that greater profes-
sionalism among members agents
and Lloyd's corporation staff
should be encouraged.

"Lloyd's civil service should be
manned with people who can han-
dle these affairs," he said.

Also, "to put it kindly, there have
been and still remain orking
members at Lloyd'i who do not un-
derstand conflicts of interest or the
law of agency," he said.

The law of agency goes back to
16th-century Elizabethan law, but
underwriters were breaking it

even when they claimed what they
were doing prior to 1982 was "mar-
ket practice,” he said. ,

"These cases are extremely com-
plicated," said Mr. Hardie. "Often
you cannot find what on earth they
. .Also, you find that
there are at least four conflicting

were up to. .

views about market practice. That
can be ratified by more profes-

sional attitudes.”

Mr. Hardie believes that Lloyd's

members also must bear some of

the blame for troubles at Lloyd's.
"It is true that some names are

PRUDENTIAL R .
S BECAUSE THE ROCK
s HAS STOOD
- THE TEST OF TIME.

Like Stonehenge. The Prudential
Rock stands as a symbol of
permanence. And like the Rock,
Prudential Re stands as some-

thing you know wiill still be there

tomorrow.

extremely poorly advised by their
Lloyd's members'.agency. That is
the fault of theagents, but. it also is
the fault of the names who chose
the advisers.”

Mr. Hardie urges Lloyd's mem-
bers to spend time and money to
obtain more information about
their Lloyd's members' agents. He
also suggested that members obtain
advice from lawyers and accoun-
tants before joining Lloyd's.

Mr. Hardie hastens to add that
despite all the problems in Lloyd's,
he became a Lloyd's member for

uualnes* 57,39TU-nce, J Uly 41, 1300/ 91

d fund’

the first time in 1986.

But Mr. Hardie said he is opposed
to a "fraud fund" to pay for losses
of incompetent underwriters.

Instead, Lloyd's members should
subscaibe to a "legal-aid system" for
members to draw from if neces-
sary, he says.

"Money 8 a major obstacle"” in
these cases, he said. "A legal-aid
system on which we can all sub-
scribe anti which we all can draw

from would be a more effective
way for names to exercise their
rights than is now available.” .

Year after year our worldwide
reputation has grown as a rein-
surer who has the resources to

provide you wilh the finarcial

Mr. Farrer said that he came across
some problems.

First of all, litigation is expen-
sive, he said. "You cannot sue be-

cause it will cost you at least 300,000
pounds ($450,000)."

Another problem is communicat-
ing with all the syndicate members.
Normally, Lloyd's members should
communicate through their mem-
bers' agencies, but "only five of the
members' agencies gave us support
from the word go," while the other
38 members' agencies involved
"had reservations," he said.

lan Davison, Lloyd's former
chief executive, helped the con¥-
mittee by allowing Lloyd's to dis-
tribute material on the case to the
Brooks & Dooley names.

However, Lloyd's first wanted an
agreement with the members that
it would be held harmless for any
trouble that might be caused by the
contents of the information, said
Mr. Farrer. In addition, Lloyd's
charged the members 950 pounds
($1,560) for postage, he said.

Working on claims settlements
with troubled syndicates is plagued
with problems, agreed Jeremy
Hardie, chairman of Alexander
Syndicate Management Ltd. and a
director of Additional Under-
writing Agencies No. 3 Ltd.

Alexander Syndicate Manage-
ment ran off syndicates once under-
written by lan Posgate for Alex-
ander Howden Underwriting Ltd.

"l accepted this in 1982 because |
did not know what | was doing,” he
told ALM members.

Last year, he became a director
of AUA3, which is dealing with the
troubled syndicates formerly man-
aged by PCW Underwriting Agen-
cies Ltd. AUAS3 is trying to reach a
settlement that will relieve PCW
members from paying an estimated
200 miillion pounds in losses. Mr.
Hardie would not comment on
those negotiations.

He did say, however, that since
joining AUAS3, "I have achieved a
higher amount of bewilderment”

"There are too many people of
low caliber in the agencies and the
second floor of Lloyd's," said Mr.
Hardie, referring t6 the staff of the
Corp. of Lloyd's.

security you reed.
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Brooks makes offer

to help recover funds

By STACY SHAPIRO

LONDON-Expelled Lloyd's of
London underwriter Raymond
Brooks wants to make a deal with
Lloyd's members that would re-
lease him from any liability arising
out of alleged misappropriation of
syndicate funds.

Members of syndicates managed
by Brooks & Dooley (Under-
writing) Ltd. have until July 25 to
decide whether to accept Mr.
Brooks' offer to help return more
than 2 million pounds ($3 million)
in syndicate funds.

In 1984, Lloyd's charged Mr.
Brooks, along with Lloyd's un-
derwriter Terence Dooley, of bene-
fiting from reinsurance placed for
Brooks & Dooley syndicates with
Fidentia Marine Insurance Co. of
Bermuda. Lloyd's expelled Mr.
Brooks, while Mr. Dooley was tem-
porarily suspended (Bl, July 16,
1984; Dec. 18, 1985).

Since then, about 400 Lloyd's
members belonging to the Brooks
& Dooley syndicate have tried to
reclaim money they believe they
are owed (BIl, March 18, 1985).

Last month, Mr. Brooks and his
associates negotiated a provisional
settlement with the Brooks & Doo-
ley names committee headed by
Mark Farrer, according to a letter
signed by Mr. Farrer and Jack Al-
ston, chairman of Brooks & Dooley.

According to the letter, Mr.
Brooks, his associates and the
names committee have agreed that:

= Mr. Brooks and his associates
will transfer to a trust fund for the
benefit of names the entire assets of
several companies named in the
Lloyd's report, including Coral In-
surance Co. Ltd., Brookgate Invest-
ments Ltd. (excluding Brooks &
Dooley (Underwriting) Ltd., and its
subsidiary Creegate Underwriting
Agencies Ltd.).

This is "conservatively estimated
to realize 2 million pounds" ($3.5
million), the letter said. In the past,
Lloyd's members had complained
that 2 million pounds is smaller
than the 6.2 million pounds of
profit Fidentia allegedly made.

However, "it is the opinion of so-
licitors for names. . .that this sum
adequately reflects the commercial
reality of the position," the letter

said.
= Mr. Brooks will run off the

business written by Fidentia and be
paid $50,000 for one year and a pro-
portion of Fidentia's surplus in ex-
cess of $800,000.

= Mr. Brooks will assist in the
recovery of other sums from pro-
spective defendants.

< Another managing agent, Oc-
tavian Underwriting Ltd.-once
called Dugdale Underwriting Ltd.
-will pay members 90,000 pounds
($135,000).

The agreement is on the condi-
tion that at least 90% of the names
-or less as agreed by Mr. Brooks-
agree by July 25 to release "from
any liability arising out of the Fi-
dentia affair,” Mr. Brooks, Mr.
Dooley and their associates and
Brooks and Dooley Underwriting,
the letter states. Octavian also is
asking for a similar release, it said.

Mr. Alston and Mr. Farrer were
unavailable for comment. Mr.
Brooks could not be reached.

However, at least one Lloyd's
member has no intention of settling
with Mr. Brooks and his associate.

At the Assn. of Lloyd's Members
annual conference July 9, one
member who did not name himself
told Mr. Farrer that he intends to
continue litigation against Mr.
Brooks and others.

"We heard that we had 6 million
pounds misappropriated from us
and that is now whittled down to 2
million pounds," the member said.
"l do not see justice done. | do not

1 london

want any money. | would rather
see justice done so that we can all
sleep secure."

The member also found it appall-
ing that Mr. Brooks was being paid
to run off Fidentia "to clean up this
mess."

In response, Mr. Farrer said he
did not think litigation was in the
names' best interest. He also said
Mr. Brooks was being paid the
same as anyone else who would
have been hired to do the job.

Hogg acquisitions

Lloyd's of London broker Hogg
Robinson Group P.L.C. is on the
acquisition trail again, this time to
buy real estate agents in the United
Kingdom, Hogg Robinson recently
told shareholders.

"Negotiations are currently in
progress" to acquire British real es-
tate agents, the world's eighth-larg-
est broker said.

Already, Hogg Robinson Finan-
cial Services oversees more than
200 Hogg Robinson travel agencies
in Britain.

Hogg Robinson reported to share-
holders July 8 that its 1985-86 pretax
profits for the year ending March 31
grew 22.5% to 17.4 million pounds
($25.7 million at March 31 exchange
rates) from 14.2 million pounds
($17.6 million) in 1984-85.

The results were reduced by a 1
million-pound ($1.48 million) excep-
tional item for "irrecoverable items
relating to brokerage activities a
number of years ago which do not
relate to current operations"” and 1.1
million pounds ($1.63 million) for
adverse changes in exchange rates,
said Hogg Robinson.

Syndicate sale

Lloyd's of London underwriter
Michael Baxter has been ousted
from Syndicate 488, confirm
sources close to the syndicate's
managing agent, Posgate & Denby
(Agencies) Ltd.

Mr. Baxter was set to acquire the
management of marine Syndicate
488 for 450,734 pounds ($676,101)
through Baxter & Hall Ltd., a new
company formed by Mr. Baxter
and others who underwrite for the
syndicate.

This purchase, along with the
sale of other Posgate & Denby syn-
dicates, was disputed by former
Lloyd's underwriter lan Posgate in
the High Court, but Mr. Posgate
failed to block the sale.

However, sources close to Posgate
& Denby confirm that the under-
writing agency decided to sell the
syndicate to a new group known as
Sharman & Loveday with John
Sharman as underwriter. Mr.
Baxter was reportedly asked to
leave by the end of July.

Mr. Baxter could not be reached
for comment. No one in Posgate &
Denby was authorized to comment.
A spokesman for Mark Loveday
Underwriting Agencies Ltd. would

Nnot comment.

Comings and goings

Ben Lyon, chairman for 10 years
of Lloyd's reinsurance broker Jar-
dine Thompson Graham Ltd., a
unit of Jardine Insurance Brokers
Group, has retired, but will remain
non-executive director of the com-
pany as well as chairman and chief
executive of Lloyd's member
agency Jardine (Lloyd's Under-
writing Agents) Ltd. David Cor-
ben will replace Mr. Lyon as chair-
man of Jardine Thompson Graham

and continue to be the company's
chief executive . .



Kennecott now requires

deductibles, copayments

A new four-year contract re-
quires hourly employees of Salt
Lake City-based Kennecott Corp.
to begin paying deductibles and co-
payments under the company's
medical plan.

Currently, workers who are
members of 13 separate unions are

covered under a first-dollar medi-

eal plan underwritten by Metropol-
itan Life Insurance Co. of New
York, according to a spokesman for
Kennecott, a copper-producing di-
vision of Cleveland-based Standard
Qil co.

But, beginning Jan. 1, 1987, em-
ployees will pay a $350 deductible
for individual coverage and a $700
deductible for family coverage.

Employees will also pay a copay-
ment of 20% on the first $10,000 of
eligible expenses, for a maximum
out-of-pocket expense of $2,350 for
individual coverage and $2,700 for
family coverage, he said.

However, employees will not
contribute to the premium under
the plan for individual and family
coverage. The plan will continue to

be insured by Metropolitan, he
added.

The contract also calls for the
elimination of both a vision plan
and a prescription drug program
effective Jan. 1.

Employees do not contribute pre-
miums, deductibles or cbpayments
under these plans, which are also
underwritten by Metropolitan, said
the spokesman.

In addition, the annual deduct-
ible under the company's dental
plan will increase to $100 per per-
son from $50 per person, he said.
rhat increase will also take effect
on Jan. 1.

Employees do not contribute to
the premium under the dental
plan, he said.

However, employees do pay co-
payments on certain restorative
services. These copayments, as well
as yearly limits on coverage under
the plan vary according to an em-
ployee's years of service with the
company and salary, he said.

The Kennecott dental plan does
Nnot cover orthodontic services.

Metropolitan will continue to
write the company's dental plan,
the spokesman added.

Although the new contract
changed health benefits, the com-
pany's defined benefit pension plan
for hourly employees remains the
:ame, the spokesman said.

The contract was ratified by a
vote of 1,809 to 592 and is effective
from July 9 to July 1990.

The contract covers about 1,500
active employees as well as about
2,000 employees who are temporar-
ily laid-off, he said. Those employ-
ees will be recalled in the next six
to 12 months, he added.

The contract affects employees
in Utah, Arizona, New Mexico, Ne-

vada and Maryland.

Plan termination

Dayco Corp. of Dayton, Ohio, has
terminated a defined benefit pen-
sion plan covering about 3,600 sala-
ried employees.

The company has replaced the
plan with a profit-sharing plan.

"We terminated the plan on May
31, 1986, and instituted the new
plan effective June 1," said Richard
Zimmerman, vp of employee bene-
fits for the industrial machinery
manufacturer.

The plan was terminated for a
number of reasons, Mr. Zimmer-
man said.

First, "we thought it was a mar-
ginally good retirement plan, but
we wanted to give employees a bet-
ter pension program," he said.

The plan was also terminated be-
cause of overfunding, he said.
However, the company will not

| Benefit Deat

know the amount of overfunding
for several months, he added. "We
won't know the amount until the
end of our fiscal year in October.
The amount will then be reported
as earnings,"” Mr. Zimmerman ex-
plained.

But, the company will receive a
reversion of $1 million to $2 million
as a result of benefit contributions
that have already been made to the
plan for periods after the the termi-
nation date, he said.

"These funds will be reported as
an aftertax gain in our third quar-
ter on July 31," he explained.

Continued on next page

UUS™€66 ZNSUTanCe, July Z 1, 1300/ Oa

Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

Keeping a watch

- (Check here.) Surlace Mail. By Air.
on your business usa m $60

Canada U $76 [J $108
Bermuda Mir on/O 0s$105

" Europe/Middle East (Air only) 0 $105

i =-m= All other foreign O $76 Rates on request.

- 0 new subscription 0 renewal. O payment enclosed.
O bill me. 0 bill company.
name (please print)
- —-1.i=Elt it

telephone
company

nature of business

is our business.

0 business or 0 home address

Use this form, or the card in this issue, to enter
= | state/country zip/postal code

your subscription to Business Insurance.

1 0 Please send information on your special 20%-off group rate
Or call 313/446-0492.

1 for tive or more subscriptions.

0 1 prefer not to receive information or advertising by mail from
companies not atlitiated with Crain Communications.

, Mall to: Business Insurance

1 Circulation Dept 965 EL Jelle,son Ave., Detroit, MI 48207 HA6
- L Y

Business Insurance
Circulation Dept 965 E. Jefferson Ave., Detroit, Ml 48207

STRI KE A BALANCE BETWEEN HEALTH CARE COSTS

%4> ,v

AND EMPLOYEE BENEFITS.

dk

SCHULL.

PEANUTS Characters: ©1958,1965 United Feature Syndicate, Inc.

The ups and downs of health care coverage
planning can leave an employee benefits manager

feeling dizzy.

But not with Met Life's Health Care Resource
& Cost Management programs. Use us to stream-
line your company's plan. We can monitor every
phase of hospital use, and suggest more cost
effective delivery systems. And, we use state-of-

©1986 Metropolitan Life Insurance Company, NY, NY.

the-art statistical analysis to design and monitor
the effectiveness of benefit plan changes.

Meet employees' growing concerns without
sacrificing the quality of your benefits plan. Ask us
to prove our success.

Spring back against bouncing health care
costs by calling your local Met Life Group
Representative.

GET MET. IT FAYS.
Metrapolitan.Life



64 / business insurance, July 21, 1986

The Specialists for

Pinnade

Total Capital and Surplus exceeds US $49,500,000

Continental Underwriters, Ltd.. has
earned the confidence and respect of
a large and impressive clientele
because those terms "average" anc
"business as usual” have no part in cur
professional voccbulary During ou.
numerous productive years in the marine
insurance business. we have been dis
tinctly unusual in our durability and
staying power in trying times. Equally
unusual is our willingness to underwrite
Hull ond Machinery plus Primary and
Excess Protection and Indemnity Anc
most unusual of a.1 is the consistent
quality of our performance which gives
an added measure of security to our
clients So if you donl find "average"
appealing, please give us a call.

Continental
Underwt*ers, Ltd.

419 Decatur St-

i

'Lloyd's. London. Ccrrespondents

Run-off & Loss
Portfolio Covers

benefit beat

Continued from previous page

Mr. Zimmerman could not esti-
mate the average monthly benefit
paid to retirees under the defined
benefit plan, or the number of re-
tirees currently receiving benefits.
Benefits were determined based on
the employee's age and years of
service. The company's normal re-
tirement age is 65.

Under this company's profit-
sharing plan, the company will
contribute a percentage of com-
pany profits to the plan each year
based on each employee's salary,
Mr. Zimmerman said.

Allis-Chalmers dispute

An agreement in principal has
been completed between Milwau-
kee-based Allis-Chalmers Corp.
and the Pension Benefit Guaranty
Corp., settling a $173 million pen-
sion termination claim.

The claim resulted from the com-
pany's termination of 11 defined
benefit pension plans in 1985, said a
spokeswoman for Allis-Chalmers.

The plans have unfunded liabili-
ties of about $180 million.

One plan covered about 8,600
United Auto Workers members
and 10 smaller plans covered about
600 retirees, she said.

Under the agreement, Allis-
Chalmers will pay the PBGC a
combination of stock and securities
valued at about $40 million.

Specifically, Allis-Chalmers will
pay the PBGC $21.2 million in the
form of a 10-year promissory note
at 9% interest. The PBGC will also
receive 1.1 million shares of Allis-
Chalmers Cumulative Convertible
Preferred Stock, Series D. The
stock is convertible to 3 million
shares of common stock, she said.

In addition, the PBGC will re-
ceive warrants to buy 1.5 million

shares of Allis-Chalmers common

stock at a guaranteed price of $7.50
each (Bl, May 19).

GM profit-sharing

A total of $180.7 million in profit-
sharing has been distributed to
550,000 General Motors Corp. em-
ployees for 1985, a spokeswoman
for the Detroit-based automobile
manufacturer said. Payouts to sala-
ried and hourly workers averaged
$330 each, with amounts calculated
based on the hours worked in the
previous year, she said.

Employees chose whether to re-
ceive the amount in cash, to invest
it in various GM-sponsored tax-de-
ferred savings plans or to apply it
toward the purchse of a GM car ot
truck, she added.

No Goodyear change

The Goodyear Tire & Rubber Co.
dropped its earlier plans to termi-
nate a defined benefit pension plan
covering about 40,000 salaried em-
ployees and retirees.

In February, Goodyear an-
nounced that it could recapture be-
tween $350 million to $400 million
by terminating the overfunded
plan, a spokesman for the Akron,
Ohio-based manufacturer said. But,
the company changed its plans be-
cause of proposals in the House and
Senate tax bills that would place a
10% excise tax on pension plan re-
versions, he added.

Benefit beat keeps insurance and em-
ployee benefit managers informed on
what other companies are doing in
the employee benefit field. We'd like
to know if you've made any changes.
Write Donna DiBlase, Business Insur-
ance, 740 N. Rush St., Chicago, lIl.
60611; 312-649-5393.

New groups join world federation

The International Federation of
Risk & Insurance Management
Assns., a worldwide risk manage-
ment network, has announced the
addition of five new risk manage-
ment groups for a total of 17 mem-
ber organizations.

Membership applications for
three new organizations were ap-
proved earlier this year at

Financial Reinsurance

Funded Aggregates

Pinnacle Reinsurance Company Limited

Hamilton 5, Bermuda.

Barclays International Building
Church Street, RO. Box 1801

Tel: 809-292-8600 Fax: 809-295-5019
Telex: 3572 ASSUR BA .

IFRIMA's bi-annual board of direc-
tors meeting.

i The Risk Manager Committee-
The Central Chamber of Com-
merce of Finland; the Indian Insti-
tute of Insurance & Risk Manage-
ment (IHRM); and the Risk & In-
surance Management Society of Ni-
geria (RIMSON) were formally
admitted to IFRIMA.

Associacion Espanola de Geren-

cia de Riesgos y Seguros (AGERS)
of Spain and the Swiss Association
of Insurance & Risk Managers
(SIRM) were admitted prior to the
meeting.
' The IFRIMA board, consisting of
one representative from each
member organization, also elected
officers to two-year terms.. Hugh
Loader, a member of the Associa-
tion of Insurance & Risk Managers
in Industry and Commerce (AIR-
MIC), was elected chairman; and
Michael McDonald, a deputy mem-
ber of the Risk & Insurance Man-
agement Society Inc. (RIMS), was
elected president.

Other new officers are: Bill
Dunne, of the Assn, of Risk & In-
surance Managers in Australia
(ARIMA), elected executive vp;
Guy Lamand, of Association Pro-
fessionell des Charges de la Gestion
des Risques et des Assurances des
Enterprises Francais of France
(ACADEF), elected vp; Yasuhiko
Ushiba, of the International Risk
Management Society of Japan
(IRMS/J), elected secretary; and
Peter Glogowski, a member of As-
sociacao Brasileira de Gerencia de
Risco (ABGR) of Brazil, was ree-
lected treasurer.

IFRIMA is currently working on
the development of a handbook
designed to standardize risk man-
agement terms for universal usage.
The federation also endorsed plans
for ARIMA's World Risk Manage-
ment Congress planned for 1988 in
Brisbane, Australia. -



Circle K names Perry
director of insurance

Clayton C. Perry has been

|
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named director of insurance at Cir-

cle K Corp. in Phoenix, Ariz. In

this newly created position, Mr.

Perry will be responsible for prop-
erty/casualty insurance and claims
administration, as well as purchas-
ing administration. Mr. Perry re-
ports to Bill J. Farmer, senior vp
and chief financial officer of the
convenience market retail chain

and holding company. Prior to

joining Circle K, Mr. Perry was
director of insurance at Southwest

Forest Industries in Phoenix and,
prior to that position, he served as
director of insurance at Augusta,
Ga.-based Columbia Nitrogen
Corp. Mr. Perry received a bache-
lor of arts degree in economies
from Trinity College in Hartford,
Conn. He is a member of the Ari-
zona Chamber of Commerce Insur-
ance Committee, the American
Management Assn. and the Insur-
ance Committee of the American
Paper Institute. In addition, he is a
deputy member of the Risk & In-
surance Management Society.

William A. Sowinski Jr., 34,
has been named director-litigation
at Owens-Corning Fiberglas Corp.
in Toledo, Ohio. In this new posi-
tion he will manage all litigation
for Owens-Corning, in addition to
counseling corporate officers and
managers on product safety and
health matters that affect business
operations. He will report to Wil-
liam W. Colville, senior vp and
general counsel. Prior to joining
Owens-Corning, Mr. Sowinski was
a senior attorney at G.D. Searle &
Co. in Skokie, lll. Mr. Sowinski
holds a bachelor of arts degree in
philosophy and political science
from Marquette University in Mil-
waukee and a doctor of law degree
from the Marquette University
Law School. :44%:"j

James E. Drake, 48, has been
named risk manager/insurance
consultant at Price Communica-
tions Corp. in New York. In this
newly created position he will be
responsible for the broadcasting
and advertising concern's risk
management program, as well as
property/casualty and employee
benefits coverages. Mr. Drake re-
ports to Ellen Strahs Fader, vp and
secretary. Prior to joining Price
Mr. Drake was a vp at insurance
broker E.G. Bowman Co. Inc. in
New York. He received a bachelor
of arts degree in economics from
the Bernard M. Baruch College of
the City University of New York
and a master of business adminis-
tration degree from City College of
the City University of New York.

William * Haggerty, 55, has
been promoted to senior vp at Man-
ufacturers Hanover Trust Co.'s Op-
erations Division in New York In
this position, he is officer in charge
of Manufacturers Hanover's Risk
Management Services Group,
which encompasses insurance and
computer risk management, inves-

4 & Insurance Management Society.

In addition, Mr. Haggerty is a for-
mer chairman of the Insurance
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tigation and protection, as well as 1
corporate contingency planning. 1 All but invisible within
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Risk Management Services Group
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Hanover Corp. Mr. Haggerty re-
ceived a bachelor of arts degree in
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Don't fear self-insurer bankruptcy: NCSI

By JULIE TRUCK

State regulatz,rs concern that
self-insured employers may be-
come bankrupt and not pay work-
ers compensatior claims is largely

overstated, says a new survey by
the National Council of Self-Insur-

Only 0.2% of the employers that
self-insure their workers comp ex-
posures filed for bankruptcy be-
tween 1980 and 1934, despite the
generally sluggish economy during
the period, the su -ve; showed.

Furthermore, the authors of the
survey estimate that 99% of the
open workers comp claims pending
against these bankrupt employers
will be paid by either the self-in-
surer itself, surety companies or
from other authorized funds.

The survey arose from a NCSI
symposium on self-insurance secu-
rity requirements presented in con-
junction with the 1984 annual

meeting of the International Assn.
of Industrial Accident Boards &

Commissions. sa:d Daniel R. Min-
nick, past president of the NCSI
and an attorney -Mith LTV Steel
Co. Inc. in Cleveland.

While there has been mich dis-
cussion over the prolem of self-in-
surer bankruptciEs, no statistics
had been gathered previously on
the scope of the Troblem, Mr. Min-
nick said. "A majority of states
have said that it hasn't been that
much of a problem; we tried to find

out if it is."

During the five-year surve pe-
riod, 143 bankruftcies were re-
oorted by 6[ differen: self<nsurers.
For purposes of Ine survey, :he
bankruptcy of an employer with
operations in more than cr.e state
was counted as a sefarate
bankruptcy in each state.

This compares with an estimated
40 bankrupries reported bet,=een
1970-1979, the survey says.

Although Mr. Minni.k cautioned
against using actual numbers re-
ported in tte sur-/€y to draw jon-
elusions, he said that the percent-
ages gathered we-e an accurate
representation. For :hose states
:hat did no. supEly par:icular in-
formation or whers the state indi-
cated the information was not yet
known, that information was ex-
cluded, he noted.

Of the 47 states End the District
of Columbia that allow employers
1.0 self-insure their worcers com-
pensation expcsures, 39-or 81.3%
-respondec to the questionnaire.
The three states that do nc t pe-mit
employers to self-insure are N):th
Dakota, Texas and Wyoming.

During the survey period, the
number of emplirer: thai were
granted the right tc self-insure in-
creased 18% to 13,0.2 n 1983 from
11,024 in 1980. The nurnte of self-
insurers in 1984 de:lined to 12 679,
according to the survey, because
two states that had reported n.im-
bers during prior years did nol re-

States with most self-insurer bankruptcies

State 1980

Ohio 4
Hlinois 1
New York (o]
Arkansas 1

California 1
Florida 2
Pennsylvania 1

Oregon o

Source: National Conal 01 59 f-Insurers

port statistics for 1984.

Illinois led the states with the
largest number if 9-orkers com-
persation self-ir.surers with 1,653
in 1984, followed by No:-th Carolina
w.th 1,444 self-insured employers.

The number of wcikers compen-
sation claims paid by self-insured
employers peaked in 1983 with
361.206 claims, b-sed on data from
14 states submi:ted to the NCSI, but
declined the nexs year to 285,617,
based or. data from 15 states.

In 1980, nine states repor:ed
316.798 claims were Faid by se.f-in-
surers, in 1981, 1'2 s:ates reported
353 495 claims oaid; anc in 1982 14
states reported 556,760 ciaims paid.

Along with -.he increasing ni.m-
ber of claims from 1980 :0 1983, the
dollar value of the claims also
steadily increased wi-h 19 states re-
porting $665.: mill.on in claims
paid by self-insurers in 1983,

REINSURANCE
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1
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though this dropped to $604.8 mil-
lion in 1984 as reported by 17 states.
Of the jurisdictions surveyed,
67.8% of the bankrupteies reported
occurred in seven states. Ohio re-
corded the largest number of bank-
ruptices with 29, followed by llli-
nois with 26, New York with 10
and Pennsylvania, Florida, Califor-
nia and Arkansas with eight each.
Of the 143 bankruptcies re-
corded, 7.7% occurred in 1980, an-
other 7.7% occurred in 1981, 42.7%
occurred in 1982, 21.7% occurred in
1983 and 20.3% occurred in 1984.
The average length of time that
an employer had been self-insured
before declaring insolvency was 91/2
years. But 37% of the self-insurers
that went bankrupt had been self-

insured for five years or less.
Cleveland-based White Motor

Co. had been self-insured the lon-
gest-66 years-before it declared
bankruptcy, the survey showed.

The survey also tracked which
industries experienced the largest
number of bankruptcies. The
trucking industry had the largest
number, with 42.1% of those re-
ported, followed by paper products,
vehicle manufacturing and the
meat packing industries, all of
which experienced 5.3% of the
bankruptcies.

Although the wording of state
laws and regulations vary, most
states require an annual review of
a self-insurer's financial status, the
survey shows. In addition, more
states require a self-insurer to post
additional security to be used to
pay claims in the event of
bankruptcy.

The survey showed about 36 of
the reporting states required a
surety bond as security at the end
of 1984, 25 required excess insur-
ance, nine required joining a guar-
anty fund and seven accepted a
guarantee from a parent company.

According to the survey, states
tapped security posted by bankrupt
self-insurers at least 87 times to pay
a total of 2,795 claims.

"l think that some of the states
have over-reacted. . .but to some
degree what the survey shows is
that the states have done a very
good job in (regulation of self-in-
surers)," Mr. Minnick said.

According to the survey, slightly
more than 50% of the states require
the person analyzing the financial
condition of work comp self-insur-
ers have specific training. But al-
most all of the states surveyed said
the people who analyze self-insur-
ers do have some special training.

While the problem of self-in-
surer bankruptcy "appears very
minor,"” Mr. Minnick stressed that
regulations should continue to bal-
ance employers' ability to self-in-
sure workers compensation expo-
sures with the need to make sure
they can honor these obligations.

"The National Council is willing
to work with the states if they try
to adopt regulations so they are
meaningful without being overly
costly to the employer," he said.

For more information on the sur-
vey, "Workers Compensation Self-
insurers and Bankruptcy," contact
Douglas Stevenson, National Coun-
cit of Self-Insurers, 10 S. Riverside
Plaza, Suite 1530, Chicago, lll.
60606; 312-454-5110.
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Harsh comp rules not needed: Self-insurers

By JULIE TRUCK

State regulators should back off
from imposing undue requirements
on employers that want to self-in-
sure their workers compensation
exposures, some self-insurers and
other experts say.

They cite a recent survey by the
National Council of Self-Insurers
that a very small percentage of
workers compensation self-insur-
ers have gone bankrupt, and most
of them have adequate funds to pay
claims (see story, page 66).

Tough regulations have dis-
couraged many of the nation's
smaller employers from taking ad-
vantage of self-insuring, although
the rules also have kept many fi-
nancially troubled firms from self-
insuring, experts note.

"While we encourage self-insur-
ance, we don't want people who
shouldn't be self-insuring to give a
black eye to the rest of us,” said
Douglas F. Stevenson, executive
director of the Chicago-based
NCSI.

"Regulators have a right to be
concerned, but | would agree that
there has been a bit of an over-
reaction," said Gregory Saxum,
director of workers compensation
for Eastman Kodak Co. in Roches-
ter, N.Y.

"Instead of plugging a hole in the
dam, there has been more of a ten-
dency to put up a whole new dam,"
Mr. Saxum said.

"Everyone likes to complain
about regulations-no one likes
them-but on balance the regula-
tors have done quite a good job,"

adds Bruce Martin, president of the
Florida Assn. of Self-Insurers in

Winter Park.

According to the survey, only
0.2% of the nation's self-insurers
went bankrupt between 1980 and
1984 . Furthermore, the number of
employers becoming self-insured

increased 18% to 13,022 employers
between 1980-1983.

"At least in Florida, there's been
no real problem with bankrupt-
cies," said Jack C. Inman, director

of the state's Division of Workers’

Compensation. "That's not saying
that we don't have to be alert to the

possibility, but | can't remember an
incident in which claimants had

not received their benefits.”

While the survey concluded that

South Carolina

plans truck cover

COLUMBIA, S.C.-The South
Carolina Insurance Commission is
taking steps to establish a volun-
tary insurance plan by Aug. 1 for
hard-to-place commercial auto and
trucking risks.

However, Aug. 1 may be an "op-

timistically early date,"” said Chief
Insurance Commissioner John G.

Richards.

The commission already has es-
tablished a 10-member board for
the new Commercial Automobile
Insurance Plan, approved an oper-
ating plan and assessed about 200
insurers $250 each to generate
$50,000 in operating revenue. lItis
now soliciting those insurers to find
out which want to service the CAIP
program, according to an Insurance
Department spokesman.

The CAIP program probably will
operate as a joint underwriting au-
thority providing insurance for
long-haul trucks, motorcoach
buses, dump trucks, pulpwood
trucks and taxicabs, the spokesman

said.

The CAIP is designed to serve as
a market of last resort for busi-

nesses unable to find coverage, Mr.
Richards said.

He predicts that the CAIP may
have a short life span, because the
program would be ended after
market competition resumes. .

overall most states have done a
very good job at regulating self-in-
surers, it noted that there is no sin-
gle best method to assure that an
employer has the financial ability
to self-insure or determine the
amount or type of security that
should be required.

In addition, the long-term his-
tory and future prospects of the in-
dividual company must be consid-
ered in determining which em-
ployer is a "financially responsible
employer," the survey said.

"It would almost be better look-
ing at The Wall Street Journal to
determine if a company has the
ability to pay its claims,” Mr. Ste-
venson said.

In the past two years, more than
16 states have toughened their self-
insurance requirements by inereas-
ing the amount of security deposit,

changing the form of acc-,ptable se-
curity deposit, or both.

For example, lllinois last year
created a six-member Self Insur-
ance Advisory Board to administer
the claims of bankrupt self-insur-
ers, collect surety deposits and
make payments to claimants, said
Tom Nyhan, executive secretary of
the lllinois Self-lInsurers Assn. in
Chicago.

"We had a need for proper regu-
lations without increasing the red
tape or complications of employers
seeking to self-insure," he said.

One of the functions of the Illi-
nois board will be to evaluate po-

tential self-insurer applications and
make recommendations to the llli-

nois Industrial Commission on the

financial status of the employers,
he said.

According to the NCSI survey, II-

linois was second in the nation for
the number of bankruptcies with
26 during the survey period.

"l think lllinois is near average
for your heavy industrial state,”
said Dan Csar, manager of the Of-
fice of Self-Insurance Administra-
tion, a branch of the lllinois Indus-
trial Commission.

But, he added, "relaxing the reg-
ulations to allow smaller employers
to self-insure is an arbitrary call.”

Ohio, which recorded the largest
number of self-insurer bankrupt-
cies with 29, also recently amended
its self-insurance statutes.

The state's complex bonding re-
quirements had caused many of the
state's smaller employers to aban-
don the idea of self-insuring, said
Richard D. Schafstall, president of

the NCSI, as well as president of
the Ohio Self-Insurers Assn. and

director of safety and environmen-
tal health for Cincinnati Gas &

Electric Co.

But, as a result of the new Ohio
law, employers will now be able to
purchase surety bonds directly
from the Ohio Industrial Commis-
sion. The bill also set up a three-
member panel to address com-
plaints against self-insurers (BI,
June 9, 1986).

"If we had enough regulations,
would there have been any bank-
ruptcies?" asked Philip Donner,
law director for the state Bureau of

Workers' Compensation in Co-
lumbus.

"It's hard to explain any one
cause for bankruptcies, (but) one
answer might be that the Ohio eco-
nomic climate made employers
more susceptible to the possibility
of bankruptcies,” he added. .
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CIGNA, AIG purchasing less reinsurance

By JUDY GREENWALD

NEW YORK-CIGNA Corp. and
American International Group Inc.
are buying less reinsurance, partly
because of rising reinsurance costs,
officials of both companies say.

John C. Morrison, senior vp and
chief underwriting officer for
CIGNA's property/casualty group,
said CIGNA will not buy as much
reinsurance as previously because:

= It will not pay the rates now
quoted by reinsurers.

= With CIGNA's pricing now on
the "right track,"” it wants to keep
more premium in-house and is thus
increasing its retentions.

As a result, said Mr. Morrison,
the insurer expects to spend less for
reinsurance in 1986-87 than it has
in the past.

"There is no question the cost is

up for what we buy. We'll just buy
less of it." Mr. Morrison said during
a panel discussion on reinsurance
availability at a conference spon-
sored by the Assn. of Insurance and
Financial Analysts last month in
New York.

Similarly, Christian M. Milton,
an AIG vp, said his company has
also increased its retentions.

In fact, Mr. Milton predicted that
the top 20 U.S. insurers will be
buying "far less reinsurance going
down the stream than ever before.”

AIG may increase its retentions
further, Mr. Milton said. With $16
billion in assets and $4 billion in net
premiums written expected this
year, AlIG is now "seriously consid-
ering" whether it needs to spend $14
million for catastrophe reinsurance.

Mr. Milton later told Business In-

surance that while increasing

'There is no question
the cost is up for
what we buy. We'll
just buy less of it,’

Mr. Morrison says.

retentions will put some pressure
on AIG's capital and surplus, the
impact of such a move would be di-
luted because a recent stock offer-
ing has boosted the insurer's sur-
plus (Bl, March 24).

Mr. Morrison during the panel
discussion described the reinsur-
ance market as "terrible. It's very,
very tight”

Availability has -shrunk quite a
bit," he said, because a number of

i Amid the many reference tools available. there
is one unique source book that identifies the major
: > buyers in the commercial insurance industry.
'The 1986 Business Insurance Directory of Corporate
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reinsurers have gone out of the
business for various reasons and
captive insurers have stopped writ-
i ng third-party risks.

In addition, fewer lines of cover-
age are availaole, and "there are
Dts of restrictions,” Mr. Morrison
pointed out. Reinsurance for pollu-
tion liability risks is unavailable,
while almost all types of liability
reinsurance is hard to buy, he said.

As a result, with supply reduced
and demand steady or increasing,
Trices are up, he said. Reinsurers
are charging "whatever the traffic

will bear"” for liability reinsurance,
he noted.

Mr. Morrison noted that this year
CIGNA was able to buy reinsur-
ance without sunset clauses, which
generally phase out coverage over
a defined period, typically five
years. 3ut. he added, he doubts

CIGNA will be able to obtain rein-

clauses next year (BI, July 14).

In addition, while sunset clauses
have been applicable only to new
cases, the concept may be extended
in the future to loss development
on cases already reported, he said.

Mr. Morrison said reinsurers
must "shoot for" 15% to 20% return
on equity, as opposed to the 15% re-
turns on equity primary insurers
most often aim for. Reinsurers need
the higher returns because their
business fluctuates more rapidly
than primary insurers.

Reinsurers, "knock off the
lumps" on the primary insurers'
business, Mr. Morrison explained.

Reinsurers will receive a reason-
able return on equity on business
written this year, he said, though
he noted that claims paid by rein-

surers on previous years' business
must also be taken into account.

Mr. Morrison described reinsur-
ance recoverables as a "growing
problem for all of us,"” noting some
major reinsurance underwriters
have been placed in liquidation.
How much primary insurers are
impacted by this problem, depends
on how much reinsurance was pur-
chased, he said.

CIGNA, Mr. Morrison noted, has
been cautious in selecting its rein-
surers, yet the company expects $30
million in uncollectibles to "show
up" this year.

In addition, Mr. Morrison noted
that litigation between reinsurers

and ceding companies is currently
on the increase.

He attributed the rise in reinsur-
ance litigation to the fact that so-
ciety in general is more litigious
and to the fact that top manage-
ments are more financially and le-
gally oriented and feel they have a
responsibility to their shareholders
to recover as much money as they

can.

But Mr. Morrison confessed he
prefers the days when primary in-
surers and their reinsurers
operated under a gentlemen's
agreement, where "you knew what
your intentions were" when the re-
insurance contract was written and

acted accordingly. .

Lloyd's Council

censures Glover

LONDON-A former deputy
chairman of Lloyd's of London
broker Alexander Howden Group
P.L.C. has been disciplined by the
Lloyd's Council for improperly ac-
cepting $50,000 from former How-
den Chairman Kenneth Grob.

Michael Glover, who retired
from Howden in 1983, was cen-
sured by the council after a Lloyd's
disciplinary committee found Mr.
Glover guilty of misconduct for
failing to disclose the receipt of
$50,000 in Howden funds in 1976
and 1977.

Lloyd's said that $50,000 in com-
pany funds had been paid on the
instructions of Mr. Grob into a
Liechtenstein trust owned and con-
trolled by Mr. Glover.

"The committee found that such
conduct in a man of Mr. Glover's
experience, seniority, status and re-
sponsibilities was dishonorable,”
Lloyd's said. Mr. Glop 3r was or-
dered by Lloyd's to pay more than
$21,000 to cover the costs of the dis-
ciplinary proceeding.

Mr. Glover could not be reached
for comment. However, he said in
1984 that the $50,000 payment by

Mr. Grob was not connected with

the alleged misappropriation of $55

recover the $50,000 from Mr.



Weavers again underwriting
new North American business

By STACY SHAPIRO

LONDON-One of the major
London markets for U.S. excess lia-
bility risks is again writing new
North American business.

However, H.S. Weavers (Under-
writing) Agencies Ltd. will no
longer write new "heavy" liability
risks for U.S. companies, including
coverage for utilities, oil com-
panies or pharmaceutical manu-
facturers.

In addition, it no longer is writ-
ing new professional liability or
directors and officers liability cov-
erage.

Weavers lifted its ban on writing
new North American excess liabil-
ity business on July 9, confirms
Weavers Managing Director Peter
Wilson. Brokers earlier this month
reported that Weavers had issued a
letter saying the moratorium soon
would be lifted (BI, July 14).

The moratorium on new North
American business was imposed by
Weavers during the spring so the
underwriting agency could concen-
trate on renewing existing business
(Bl, April 7).

Although Mr. Wilson says Weav-
ers is now accepting new liability
business from U.S. companies, he
says the agency has imposed sev-
eral restrictions, including:

= All risks will be underwritten
on claims-made forms that are
agreed to by Weavers. Mr. Wilson
said that in addition to Weavers'
own claims-made form, the agency
will consider following the claims-
made form used by Lloyd's of Lon-
don underwriters for U.S. liability
business or other claims-made
forms that Weavers approves.

The Lloyd's claims-made form is
considered more restrictive than
the Weavers form.

* Minimum policyholder reten-
tions will increase to $5 million per
occurrence and aggregate. During
July 1 renewals, Weavers de-
manded retentions of $2 million
per occurrence, $2 million aggre-
gate for general and auto liability
risks and up to $4 million aggregate
for product liability risks.

* Weavers will not write any
new excess liability coverage for
petrochemical and oil refining
companies, building contractors,
pharmaceutical manufacturers,
utility companies or municipalities.
However, it will continue to renew
coverage for these types of policy-
holders.

- Weavers also will not write
new medical malpractice, fiduciary
liability, errors and omissions,
directors and officers liability, fi-
delity and bankers blanket bond
coverages. It still will renew these
types of coverages for current poli-
cyholders, though,

- Weavers will not write cover-
age in conjunction with new line
slips or "association-type" pro-
grams.

"That doesn't leave much left,"
said one Lloyd's non-marine bro-
ker.

However, Mr. Wilson says there
is "plenty of business available" for
Weavers to write despite the re-
strictions. For instance, he said
Weavers is interested in writing li-
ability coverage for U.S. railroads,
service industry companies and
light manufacturing companies.

In addition, Weavers will have
more capital with which to write
new business after a stock offering
is completed by London United In-
vestments P.L.C., Weavers' parent
company. London United plans to
offer 7.35 million new shares to
raise 24.3 million pounds ($36.5
million).

The new funds will be added to
the capital of Walbrook Insurance
Co. Ltd., a London United Invest-
ments subsidiary, which earlier
this year reported capital of 29 mil-

lion pounds ($43.5 million).

Walbrook is one of seven insur-
ers participating on Weavers line
slip. Business Insurance earlier this
year estimated the capital and sur-
plus of the seven insurers totaled 82
million pounds ($123 million).

Mr. Wilson will not comment on
the insurers' capitalization, though
he did say that "as a result of new
capital, we are in a position to look
at some new business. But we are
adopting a tight underwriting pol-
icy to get the best business we can."

Mr. Wilson noted that Weavers
has been approached by a "substan-
tial group of non-insurance cor-
porations” to manage an investor-
owned insurance facility. He would
not identify the companies or say
what type of coverage would be
written by the facility. |
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Clail | IS-' I |ade utive with the insurer nearly i A
. ' . y impossible, brokers agree
Claims-made CGL coverage was 'the biggest The slow growth of claims-made "When you get to excess liability,

on-event of 1986 in the insurance industry,’ forms for primary liability insur- particularly in the first $25 million,
) ance reflects the difficulty ISO had it is very difficult to find capacity
ccordi

ng to Earl Butler, senior vb angegqiclegltaining, approval f0r IS0, . ot or's s minonio 536 miion

erations officer with Cal-Suranc
P original ISO claims-made form was is pretty rare It's a different situa-

Continued from page 1

"More than half of our primary
business is still or. an occurrence

basis," said William J Richardson,
executive vp of Frank B Hall &

co of '.\lew vork. a unit of the ail broker in Torrance, Calif. ready for use in only eight states tion on claims-made It's more do-
country's fourth-largest broker —— (BI. Jan 13) able, but Just a little less difficult,”
swer than 5% o . mar,]ma.’ However. a revised form is now according to Mr White of A&A
Guardlah Qroup In(.? cllen.ts pri- ] ) available for use in 39 states and Mr Urbanciz said the break-
mary policies are being written on pushed back," said Thomas J Klin- borne insurers have lists, of other states are expected to allow point between occurrence and
claims-made forms, said Steve edinst Sr.. president of Thomas E. types of risks they will entertain its use on a restricted basis (see claims-made appears to be around
Harter, senior vp of the 19th-larg- Wood Inc in Cincinnati, the 72nd- for claims-made and risks they will story, page 1) the $20 million to $25 million layer
e§t U S broker based in Kansas largest broker in the country write only on an occurrence basis Renewal policies handled by Ma- "There are some difficult risks
C'f"" Mo ) Some insurers haie talked about They offer no options It's an el- hpnl\elly & Wright Insurance Agen- where you can get only about $25
_"Claims-made hasn't cau%ht on new target dates of Sept 1, by ther/or situation Their minds can- cies in Massachusetts, for example, million of occurrénce coverage and
like we thought it would,"said Sid- which time claims-made pof|0|es not be changed," he notes are overwhelmingly on an occur- the only excess coverage above that

ney A Stewart, chgirman and chief would be in use but Mr. Klinedinst The claims-made form is begin- renee basis because regulators in would be claims-made," observes
executive officer of The Crump doesn't believe that to be a realistic ning to appear quite a bit" on risks MAmchusets, where many of the Timothy Reath, executive vp of

Cos Incin s'\{'S'E%DLi’Jenn’ the date anymore, based on informa- with the potential for long-tail brokerage's policies are written, Jardine Emett & Chandler Inc, the

eighth-largest U - . on from insurers ) claims, said Larmon Salmon presi- have not approved use of a claims- nmth-largest U S broker
Possibly 20% of our primary Most insurers that Write coverage dent of the Houston-based unit of made form "If you are Justdq?f-ng ceurrence,
ifficult risk, it Is

coverages are on claims-made On for J Smith Lanier & Co clients Baylyl,__Martin & Fay International "We are not feeling it where we and you have a

tough classes. claims-made is com- are "backinq off" from using the Incin Fort Worth, Téxas, the 10th- are," said Norman Wright, chief clearly going to reduce the amount
9 play claims-madeTorm, according to largest U S broker executive officer of capacity that is available to you,"

"Standard and good business.is Gaines Lanier, secre.tary and trea- _”“Hazardous product and chemi- The Kaye Group, the 16th-larg- he adds
staying on an occurrence basis surer of *e West Point, Ga.. bro- cal lines are pretty much forced to est U 3 broker, is based in New “If we go, claims-made, we are
Comrpa@ies are wiIIil(}'% to do that }o kera% \@)/hiﬁh ranks aS the 56th- use the claims-made form," noted York, where Insurance regulators finding that we can get much
retain the business Most of them largest roker Richard A. Maxwell, president of have not approved the claims-made higher excess limits than we can on
would have preferred to write on "Only one or two are usin% it on the Brokerage Services Group at form, ancf Igas yet to_place a claims- gccurrence,” agreed Mr Maxwell
claims-made but they arenotget- long-tail risks. | think tha thlng Corroon&Black Corp, the sixth- made policy, said President of Corroon &Black,
ting a positive responsé to it from was a [0t less than 11 started out to Targest U S broker Lawrence Greenfield "It's hard to generalize, but
izrev';dd'ents‘" Mr Stewart ob- be,” Mr. Lanier sa:d ) Brokers report that several in- That may change in the next 60 you're talking, on an occurrence

i But, while brokers agree insurers surers are using their own primary to 90 days when New York's regu- form, of finding excess coverage of

Claims-made CGL coverag%e was are not fc,rcing elaims-made cover- CGL forms rather than the Insur- lations on restricted use of the form maybe $35 million to $40 milhon If
"the biggest non-event of 1986 in age on risks across the board, they ance Services Office form, which are issued, he added u go clajms-made and. use some
the insurance industry," according also agree that both difficult and has been the subject of controversy "The pressure is mcreasing each of the hew tacilities avallabf_, you
to Earl Butler senior vp and cheflarge risks are more :|kelgrtg be of- and delays in obtaining state insur- month," he said. "The insurers are can go to maybe $100 million in

operations officer with Cai- fered o ly claims-made cov ge ance department approval. pushing it like crazy We are push- coverage."
" hen forced to mix occurrence

Surance Group in Torrance, Calif, About 50% of Johnson & Higgins Among insurers that confirm ing back

Wi
%regigqal retqu grokﬁr ranking as clients. which include many of the using their own primary claims- However use of claims-made and claims-made forms, brokers
the 30th-largest U S broker . country's largest buyers, are pur- made CGL forms in addition to oc- forms is much more prevalent for say they are building as much pri-
"Even though Fireman's Fund is chasing primary liabihty insurance currence forms are: The St Paul excess hmits of liabllity insurance mary and low-exceSs occurrence
g_ushmg étﬂthere's too much confu- an a claims-made basis, said Rabert Cos Inc., Hartford Insurance and there are gnany more different coverage as they can before switch-

ion about it Most carriers still A Kerekes, a sen.or vp at the Group, and Travelers Insurance excess form ing to the more restrictive claims-

haven't taken a position on what third-largest U S broker Cos for special accounts "We're seeing more use of made forms
they're going to do" about claims- Insurers are pushing claims- American International Group claims-made in excess coverage," Since 1SO only recently issued a
made forms, he says made policies "certainly on product Inc also is using its own claims- said Mr Richardson of Hall sample excess CGL claims-made
Other regional brokers agree liabihty risks with long tails," says made form, but also will still write Insurers are pushing claims- form, insurers writing excess liabijl-
Ron Giadrofich, rp of marketing Don UrbEnciz, senior vp of Rollins some occurrence coverage, several made continuously ?_on excess lia- ity insurance on a claims-made
of McGriff, Seibels & Williams Inc Burdick Hunter Co tr Chicago, the brokers said AIG would no: com- bility risks and are giving clients basis have developed their own
in Birmingham, Ala, the 2Ist-larg- seventh-largest U 5 broker nnert very few options, said Mr Kerekes forms
est U S broker, reports having seen Although clients preier occur- Insurers using the ISO primary of J&H Among these U S insurers are
fewer than "a half-dozen" primary renee-based policies, clients with CGL claims-made form in addition "In the excess area, approxi- Fireman's Fund, St Paul, Hartford

olicies written on claims-made hazardous risks have little option to occurrence forms include Fire- mately 80% of the policies are CIGNA, The Home, AIG, Contl-
forms, although :he form is show- but to take a claims-made policy, mar 's Fund Insurance Cos., The claims-made on the tougher risks," nental and Travelers

ing up among insurers that Write according to John r Sinnott, an ex- Home Igsurance Co, Continental says Mr Stewart of Crump. But, for None of these insurers say they

"heavy, lorg-tall casualty ac- ecutive vo of Marsh & M.Lennan Insurance Cos and CIGNA for clients that need less than $25 mil- are writing strictly claims-made 197

CO.L.’Tn:]S has b h talk about Inc, the cjuntry s largest broker some risks. lion in hmits, most are still buying ability insurance for either primary

ere has heen rruch falk abod®  "Where there,s a Irodicts habil- Wausau Insurance Cos plans to occurrence policies for their excess or excess limits, contrary to reports

adoption of claims-made by many ity exposire, we will:ee more busi- selectively use ISO's form startln? layers, Mr Stew art said from brokers about several of the

of the insurers we represent But ness renewed on clains-made," ac- Sept. 1 for new business and Oct Buying occurrence policy forms insurers' tough stands on excess

all have had tariet dates that are cording k Mr R chardson if Hall for renewals, according to an exec- for Fayers abover}u25pm|ﬁ|on Is claims-made %rms

For excess policies, "we would

prefer claims-made, and on

tougher classes we would demand

claims-made,"” said a Fireman's

Fund spokesman, who also noted

H : H vative employee benefit plans % ; . _

When the point is employee bengfit plans, Uke HMO, 588 Shd fexnic beoncris are that only 5% of the insurer's poll-
1 1 all part of a new era in healthcare cost claims-made basis

LInCOIn Natlonal haS the advantage' management from Lincoln National. We "We're not exclusively using one

offer theseopportunities and other cost form or the other,"” said a St Paul

spokesman
"The only state where we are
primarily using the claims-made

management plans to businesses
throughoutthe country. Ask your
employee benefits representative today. form is California and as time goes

Uncoln is thinking ... s .
on, we'll phase m the claims-made
- and so should you. form in other states "

The Travelers spokesman
stressed that the insurer is not
using the claims-made form for its
normal books of business Begin-
ning on Jan 1, 1987, "we will use
< B fS\# the ISO claims-made form perhaps
10% of the time," he added

A special accounts marketing
group at Travelers has under-

— = "= written "a few claims-made poli-
cles since December of 1985 In

*%181%241 , h t—— 7

as

those cases, the form is Travelers'
f a own form because they are tailor-
made for the special accounts," he
explained

The most frequently mentioned
market for excess occurrence cov-

erage was First State Insurance Co,
a Hartford affiliate

First State confirmed brokers’

reports that it is Stlll a market for

UNCOL N excess occurrence policies, includ-
ing one that follows ISO's occur-
b 1 NATI ONAL renee form and another that fol-
lows the older, traditional occur-
. . e . . * s
0 Thetincoin Nanonal Lifeinsufance Co andother Ltncoln Natic,nal afnliates. 1300Southelms,n.14ort WA¥ne 1N46801 E M P LOYE E B E N E F |TS » renee form The latter policy is

used in certain situations, a spokes-
woman said, such as on high limits
or on less hazardous manufacturing

Continued on next page
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or less hazardous product liability
risks.

Part of the reason claims-made
forms are more prevalent in excess
layers is that surplus lines insurers
more often write excess layers and
they are not subject to policy form
regulation.

"Much has gone claims-made,"
said J. Patrick Gallagher. vp-oper-
ations with Rolling Meadows. Ill.-
based Arthur J. Gallagher & Co.,
the 11th-largest broker in the
United States.

"A good portion (in excess/sur-
plus business) is going claims-made
at every anniversary,” Mr. Cal-
lagher noted.

Excess, surplus lines insurers are
pushing the claims-made form,
agreed Mr. Harter of Financial
Guardian

Further con*licating liability in-
surance programs is the issuance of
two different claims-made excess
policy forms in the London market:
one from Lloyd's of London un-
derwriters and another from H.S.
Weavers (Underwriting) Agencies
Ltd

"Excess forms haven't even at-
tempted to follow the ISO

changes," comments Mr. Richard-
son of Hall.

"Even if an insurer uses the ISO

CGL policy, that still doesn't mean

- we'll get an umbrella to match.

We're very concerned about the
E&O implications of this multiplic-
ity of forms.

"The industry has done a very
bad job of taking care of its clients,"
Mr. Richardson said.

'The industry has created a
monster here because there is such
a hodge-podge." observed Mr. Max-
well of Corroon & Black.

Mahoney & Wright is consid-
ering refusing to mix the two pol-
icy forms because clients might not
understand the ramifications, and
the brokerage could face an errors
and omissions exposure after the
first renewal, according to Mr.
Wright.

While mixing a claims-made ex-
cess policy with an occurrence pri-
mary policy creates confusion, so
does mixing the different claims-
made forms for primary and excess
insurance, warns an attorney. Pete
Ligeros. with consultant Warren,
McVeigh & Griffin Inc. in Newport
Beach. Calif.

Coverage gaps can result when
the primary and excess claims-
made forms do not fit together
well, he says

1 see some major problems with
the notice-of-claims provisions."
Mr. Ligeros explains.

"The ISO form allows oral notice
of a claim. Almost every umbrella
policy requires written notice.
This may be a minor problem when

s you look at it on paper, but the me-

chanks of it can be a real head-
ache," according to Mr. Ligeros.
Differences in the provisions for
requesting extended reporting pe-
riod coverage is another potential
problem, Mr. Ligeros says.
"Maybe your primary form
allows you 60 days to request an ex-
tended reporting period, and
maybe the umbrella only gives you
15 days. You can't get lulled into a
false sense of security about what

, your primary does. The umbrella

could be totally different," Mr. Li-
geros warns.

Mr. Ligeros is developing a chart
for the consultant's "Umbrella
Book" that compares 15 different
claims-made excess and umbrella
forms currently being used in the
marketplace.

He also is in the process of devel-
oping a computer program that risk
managers could use to flag poten-
tial gaps in coverage in insurance
programs that combine claims-
made and occurrence policies as
well as programs that combine sev-
eral different types of claims-made
policy forms.

M&M already developed a com-

puter system for comparing the
various claims-made excess and

'The industry has created a monster here
because there is such a hodge-podge' of
insurance policy forms, observes Richard A.
Maxwell, president of the Brokerage Services
Group at Corroon & Black Corp.

umbrella policies in use in the mar-
ket, says Lawrence Drake, an
M&M managing director.

The system is designed to help
the broker prevent coverage gaps
when putting together claims-made
excess programs for its clients, he
said.

There's no doubt that corporate
insurance buyers want to buy oc-
currence CGL and excess liability
forms.

"Occurrence coverage is pre-
ferred by the buyer." observes Mr.
White of A&A.

"Clients are buying the occur-
renee coverage when given a

choice," he added.

"We're telling our clients to buy
occurrence as long as it's available.
Most clients agree that it's the wise
thing to do," said Mr. Richardson of
Hall.

When clients are given the op-
tion, they take occurrence-based
policies, which is usually J&H's
recommendation, Mr. Kerekes
said.

Sometimes, however, price can
convince a client to buy claims-
made coverage, a couple of brokers

said.

"We have given clients quotes on
an occurrence basis and on a

claims-made basis, and when the
price was considerably lower for
claims-made, say 40% lower, the
client picked claims-made," said
Mr. Maxwell of broker Corroon &
Black.

"Most insureds are going to take
the occurrence form if they have
the choice of the two, particularly
sophisticated clients, unless the cost
of the occurrence is way out of
line," agreed Mr. Stewart.

Only a few brokers would pre-
diet how much claims-made forms
will be used in the future, and they
did not agree.

"We expect that claims-made is
going to be more and more preva-
lent over the next six months to a
year," said Robert Hilb, president
of Hilb, Rogal & Hamilton Co, in
Richmond, Va., the 14th-largest
U.S. broker

"Once they get the approvals to-
tally in order, | think there will be
a lot more pressure on us to use
claims-made," he adds.

"l think you will see claims-made
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become the standard form for
tough risks in the excess market,"
predicted Mr. Gallagher.

"But underneath that tier, for
your straight commercial business,
| think there's a chance you'll
never see it," Mr. Gallagher ex-
plained.

"With capacity coming in and the
carriers wanting to get that market
share, | think you'll see less em-
phasis on claims-made," predicted
Mr. Butler of Cal-Surance.

"Things are starting to look a lit-
tle better and some carriers are
wondering about the wisdom of
pushing claims-made when the eli-
ent doesn't want it," observes Mr.
Maxwell of Corroon & Black.

This story is based on reports by
Business Insurance Associate Edi-
tors Michael Bradford, Carol Cain,
Linda J. Collins and Meg Fletcher;
Staff Reporter Donna DiBlase; and
Los Angeles Bureau Chief Robert A.
Finlayson. It was written by Editor
Kathryn J. Mcintyre.

Wecouldwriteabook about the

misconceptions people have about
mental iliness andits treatment.
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Do the horrors of the past still exist in psy-
chi:itric hospitals? Or- maybe just as had from a
cost standpoint-have they become expensive-

-countrv clubs"

instead?

A whole lot of misconceptions still persist
about the quality of care that patients receive in
todav:s specialty psychiatric hospitals, and esp
cially about the costs of that care. 111 the |nd|V|duaI mental illness. But you dont hare to be victim of it.
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Psvc iatric Hospitals are accredlted by the Joint
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full impatient care?

In addition to many levels of care. these spe-

cialty hospitals offer programs tailored for children.
adolescents, and adults, as well as providing chem-

ical dependence and eating disorder programs.
Some say the cost of that special care is high.
But the cost of pretending the problem doesn't ex-

ist is much greater. An iliness which has been esti-

mated as a $55 billion a year problem for industry
is one you cant afford to ignore.

Right now the NAPPH has available a limit-
ed number of copies of a study which effectively

The lutional Association of Private Psychiatric Hospitals
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analyzes the direct and indirect costs of mental
health insurance coverage. If there's a chance that
this data might help you to better evaluate mental
illness benefits for your employees-then you owe
it to your company to send for your confidential

copy of this studv.

I-here's still a whole lot of ignorance about

containment.

\.lille

nt it

tonipi'1\

Wdre10

State

?pnvate WeNfroteThis Onelnstead.

It clears up a lot of misinformation
about actual costs for treatment,

reimbursement trends,and cost
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Line slip using 6reported occurrence' form

By CAROL CAIN

EAST HARTFORD, Conn.-
American Excess Insurance Assn.
-the only U.S.-based insurer line
slip writing excess liability insur-
ance-is using a specialized "re-
ported occurrence" form.

Initially, it was thought that the
American line slip would write
coverage on a claims-made form
(Bl, March 17; May 26).

"Since that time, the policy form
moved away from claims-made. It's
very similar, but there are subtle
changes," said Clinton N. Greene,
president of Farmington Manage-
ment Inc. in East Hartford, Conn.,
which is the general manager for
American Excess.

Mr. Greene was formerly assis-
tant vp in charge of national ac-
count underwriting for Aetna Cas-
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Cut Your Workers'
Compensation Costs!

Ifyouthinkthat'seasiersaidthan
done, you don't know Gallagher
Bassett.

Gallagher Bassett can help you
cut those efficiency reducing
injuries that result in escalating
workers' compensation costs.

For almost 25 years, we have
been managing claims and
developing dynamic safety pro-
grams for our clients. We get
completely involved. Through
safety education, heightened
employee awareness and your
management's participation, we
help make the work place safer.
And when a claim does arise, we
minimize your costs using time
proven management techniques
for control of medical, litigation,
settlement and rehabilitation
expenses.

Put Gallagher Bassett's Safety
Programs and Claim Manage-
ment Services to work foryou now.

Call or write David North, Vice
President Client Services, at
312/952-3521. He'll tell you
more about cutting your Workers'
Compensation costs.

. Nothing is left to chance*(22

GALLAGHER BASSETT
SERVICES, INC.
60 Gould Center, Golf Road
Rolling Meadows, IL 60008
312/952-3521

For more information on Workers'
Compensation, mail to Gallagher
Bassett, 60 Gould Center, Golf Road,
Rolling Meadows, IL 60008
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ualty & Surety Co., the largest par-
ticipant on the slip.

American Excess, initially
formed by five U.S. insurers in co-
operation with New York-based
brokers Marsh & McLennan Cos.
Inc. and Johnson & Higgins, started
releasing quotations and accepting
binders July 10, according to Mr.
Greene.

Seven insurers were signed up,
offering about $50 million in limits
excess of at least $25 million. It is
hoped the slip eventually will offer
$75 million excess of $25 million.

American Excess expects to
write 900 to 1,200 policies annually
for a target market of the
1,000-largest companies in the
United States, Mr. Greene said.

However, Mr. Greene noted that
American Excess will not write in-
surance for airlines, railroads, bus
companies and a few other types of
operations.

On the top of each form is a state-
ment identifying the form as "a re-
ported occurrence policy, which
contains certain features analogous
to a claims-made form,” Mr.
Greene said.

Coverage under a reported oc-
currence form is triggered when
notice of occurrence or a claim is
filed by a policyholder. The policy-
holder is required to report when it
becomes aware of an occurrence or
a claim, or when a claim is made,
Mr. Greene said.

The policy "responds when the
insured is aware of the occurrence
and notifies the carrier without re-
gard to when the actual claim is
filed or occurrence took place," Mr.
Greene said.

In contrast, an occurrence policy
responds to claims stemming,from
occurrences during the policy pe-
riod, regardless of when the claim
is filed, while a claims-made form
responds only to claims filed dur-
ing the policy period that are re-
lated to occurrences after the retro-
active date of the policy.

The American line slip policy
provides as its retroactive date the
date of the first American Excess
policy.

Under the American Excess pol-
icy, an occurrence is defined in two

sections:

- An event or condition that

causes injury or damage.

« A batch provision that adds to-
gether as one occurrence all losses
resulting from the same defect or
hazard.

Defense costs are charged against
the aggregate limits of the policy.

A five-year extended reporting
period may be purchased by the
named policyholder in the event of
cancellation or non-renewal by the
insurer or policyholder, Mr.
Greene noted.

The cost for the extended report-
ing period coverage is a predeter-
mined percentage of the policy pre-
mium and the cost is quoted with
the initial policy quotation.

According to the policy's cancel-
lation provision, a policyholder
may cancel with 30 days' notice and
the insurer may cancel with 90
days' notice.

The policy includes the standard
liability policy exclusions such as:
injury or damage occurring prior to
the time of a contract entered into
by the policyholder; watercraft;
aircraft; nuclear energy; loss of use
of tangible property; damage to the
product or work out of which cov-

Powen Speed. Stamina.
In the race to control

health care costs,
Genelco gives you all three.

Today, more and more smart benefit
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revolutionary new Health Benefit
Management System, an on-line/real-
time adjudication and administration
system that helps you control health
care costs in ways no other software
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form of software that leads the pack in
its ability to tell you where and how
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For details, call
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ered damage arises; product recall;
and employment-related discrimi-
Nnation.

In addition, the American Excess
policy excludes coverage for prior
reported occurrences and contains
two non-standard exclusions,
which are:

* Pollution, except that caused
by unintended fire or explosion, or
lightning, collision or overturn of
an automobile or railroad vehicle,
and limited other sudden pollution
incidents.

* Losses arising out of certain
substances such as asbestos, to-
bacco, dioxin, DES, urea formalde-
hyde and IUDs.

The line slip also will not cover
directors and officers liability risks.

The American Excess policy at-
taches over an underlying limit or
other available insurance, which-
ever is greater.

The policy includes an arbitra-
tion provision governing coverage
disputes.

The American Excess policy is an
admitted policy form, which means
it has been filed in every state. A
few states still have not approved
the form for use, Mr. Greene noted.

As an admitted policy, there are
no surplus lines fees, Mr. Greene
noted.

And, because the policy is issued
by the association, there is no shar-
ing of the limits among several pol-
icies, Mr. Greene added. The full
assets of each insurer are available
to pay claims, Mr. Greene noted.

The two newest members of the
association are General Accident
Insurance Group and The Home
Insurance Group. The five initial
insurers signing onto the slip were:
Aetna, Chubb Group, CIGNA
Corp., Crum & Forster Inc. and
Travelers Insurance Co.

Under the line slip, participating
insurers agree to assume a fixed
percentage of each risk under-
written by the management firm.

"Each carrier signs on for a per-
centage," Mr. Greene said, noting
that the association did not adopt a
$20 million limit on any insurer's
participation as was previously
proposed.

However, the association is not
releasing the amounts of each in-
surer's commitment to the slip.

The annual premium volume of
business written on the slip has not
been determined. That will be part
of a business plan that is still being
developed, Mr. Greene said.

Access to the line slip is available
only through Farmington and not
through the individual participat-
ing insurers, Mr. Greene noted. An
inquiry to a member insurer proba-

bly would receive a "no comment”
from the insurer.

The members of the association
are concerned about violating anti-
trust laws, Mr. Greene explained.
"It's a very delicate situation," he
said, noting that the American line
slip has taken a conservative posi-
tion based on numerous discussions
with outside counsel.

American Excess is one of the
newest sources of excess insurance
capacity excess of $25 million and
available to businesses outside of
the many new group captives being
formed.

Another new source of capacity
for liability insurance excess of $25
million is: East River Group Ltd., a
Bermuda holding company formed
by Continental Corp. Its two insur-
ance subsidiaries, one in Barbados
and one in Bermuda, together will
offer a $25 million limit excess of
$25 million.

In addition, X.L. Insurance Co.
Ltd., a Barbados-based insurer
funded by corporate sponsors and
organized by Marsh & MelLennan
Cos. Inc. and Morgan Guaranty
Trust Co., offers about $45 million

in liability limits excess of at least
ST= rMmiillicorm _ -



Bermuda treaty

Continued from page 2
ments.

A State Department official said
he did not know when the treaty
will be considered by the Senate.

But Bermuda, like Barbados, had
to pay a price for its tax treaty and
the benefits it bestows.

Bermuda had to agree to help the
United States prevent tax fraud
and evasion by American taxpay-
ers by assisting in the enforcement
of U.S. tax laws.

Previously, the Bermuda govern-
ment refused to cooperate with
U.S. officials on possible violations
of tax laws in the United States,
pointing out that no laws in Ber-
muda were violated because Ber-
muda has no income tax.

The U.S.-Bermuda treaty says
"the competent authorities of the
covered jurisdictions shall provide
assistance as appropriate in carry-
ing out the laws of the respective
covered jurisdictions related to the
prevention of tax fraud and the
evasion of tax laws."”

Further, the treaty states: "The
competent authorities shall,
through consultations, develop ap-
propriate conditions, methods and
techniques for providing, and shall
thereafter provide, assistance as ap-
propriate in carrying out the fiscal
laws of their respective jurisdic-
tions other than those relating to
tax fraud and the evasion of taxes.”

Premier Swan said that this mu-
tual assistance clause of the agree-
ment had been a major sticking
point in months of negotiations
with Washington, but it is not ex-
pected to erode the island's attrac-
tion as an offshore domicile.

It's unclear how the mutual assis-
tance provisions of the treaty will
be implemented. But, concerns
have been expressed privately in
Bermuda that Bermuda may have
given up too much for too little.

Specifically, Bermuda's willing-
ness to help the United States catch
tax evaders could cost the island
whatever business is conducted
there to avoid U.S. taxation.

Private trusts are a large part of
Bermuda's international business.

"Obviously the treaty will give us
important information. It will have
great value," commented a State
Department official. However, he
referred all other questions to the
Treasury Department, whose offi-

cials did not return repeated phone
calls last week.

Fremont suit

Continued from page 2

in the MeMartin case, seeks a rul-
ing on whether it must pay all fees
charged by the defendants' attor-
neys, or just those Fremont deems
reasonable; whether Fremont has
the right to reject the additional at-
torneys if it believes they are un-
skilled in this type of case; whether
Fremont must pay for additional
counsel for each of the McMartin
defendants; and whether the firm
selected by Fremont must with-
draw from the case.

The law firm Fremont retained
to represent the MeMartin defen-
dants is Ellis, MeGarry, Laufen-
berg & Raders in Los Angeles. If
the court rules that Ellis attorneys
can continue representing the
McMartin defendants, Fremont
asks that the firm be permitted to
take control of the defense strate-
gies.

The court has not set a hearing
date on Fremont's request.

Criminal charges brought by Los
Angeles County were dropped
against five of the defendants last
January, but are pending against
Raymond Buckey and Peggy
MeMartin Buckey. Those cases are
expected to be tried by October.

Numerous civil suits, which were
filed by parents and other family
members of children who attended
the preschool, are pending in vari-
ous stages in Los Angeles County
Superior Court in Torrance. -

'Nbw that we dre likely to get ekemption from
excise thxes, we.bhould.have no tfouble
attracting more business,' says Alan Chilvers,
group vp of International Risk Management Ltd.,
alcaptive manager in Bermuda.

The insurance industry is not
concerned about any new exchange
of information for tax purposes,
commented Alan Chilvers, presi-
dent of the Bermuda Insurance
Management Assn , whose member
companies manage the island's
more than 1,200 insurance com-
panies.

"The vast majority of insurance
companies are here for good sound
business reasons. not tax considera-
tions," he said. "l do not foresee any
adverse effects on the Bermuda in-
dustry."

Mr. Chilvers, a group vp at Inter-
national Risk Management Ltd.,

commented that the tax agreement
will help Bermuda tremendously.
He anticipates more captives will
form in Bermuda that may not
have materialized without the
treaty.

"Because of our more sophisti-
cated service infrastructure. | think
many people preferred Bermuda to
Barbados in every respect except
taxation,” Mr. Chilvers said. "Now
that we are likely to get exemption
from excise taxes, we should have
no trouble attracting more busi-
ness."

Barbados will have a tough fight
on its hands attracting business

once the Bermuda Treaty is ratified,
Mr. Chilvers predicts.

But Ted GEiffith, general man-
ager of the Barabados Central
Bank. which is responsible for the
development of the country's in-
surance indusuy, disagrees. "We
already have 20 captives and are
likely to get more. And we are not
going to stop tr=ing to attract busi-
ness here," he said.

'If Bermuda gets its treaty, the
realities of the marketplace will
come into force and we will be on
equal footing with Bermuda. Then
we will see whether people prefer
our infrastructure and costs or
theirs.”

Captive managers in the leading
U.S. domicile for captive insurers,
Vermont, also are not concerned by
the tax treaty with Bermuda. They
say the tax treaty will have no ef-
feet an the growing captive busi-
ness in their state.

'‘Bermuda is not in direct compe-
tition with Vermont," said Ray
Oberg, vp with M&M Insurance

OuUSUteSS inSUTUNCe, d Uly Zi, 1300 i n

Management Services Inc. in Eur-
lington, Vt., a capdve management

subsidiary of Marsh & McLennan
Cos. Inc.

Offshore domiciles attract asso-
ciation captives that gain orher tax
benefits by incorporating offshore,
while Vermont is attracting whelly
owned insurance company subsi-
diaries of U.S. companies, he said.

"The excise tax hasn't made a
difference in the past,"” said Mr.
Oberg.

However, Bermuda officials say
the bulk of new captive formations
in Bermuda this year have been
wholly owned subsidiaries of U.S.
corporations.

Bermuda, which is a colony of
Great Britain, was given permis-
sion by Britain to sign rhe treaty of
its own accord.

This story is based on reports by
Business Insurance Washington
Editor Jerry Geisel and Bermuda-

based financial writer Roger Scot-

ton.

HIGH- TECH LOSSES

Absolutely Brilliant and Futuristic High-Tech Thinkers often ignore (or are
unaware of) the old standbys of good loss prevention practices as they apply to the
protection of property and profit. During the past few years, Industrial Risk Insurers
has found a great amount of intellect and energy devoted to the acceleration of tech-
nological growth, but a lack of knowledge and control over the ordinary dangers of
combustible contents, combustible construction, and special hazards. Let's examine a
few examples in the semiconductor industry:

Research Laboratory. April 1983. Northeastern U.SA Cause: immersion heater
in polypropylene tank. Sprinkler protection: none. Damage: immediate booth
destroyed; entire cleanroom contaminated. Estimated loss: $1.7 million. IRl Com-
ment: this kind ofloss is becoming as common as an old shoe. With immersion
heaters and plastic tanks, it's not a question ofwhether aloss will happen, but when.
The double trouble of this loss was the combination of the immersion heater in the

plastic tank and a clea.n:room which lacked sprinkler protection, yet was loaded with

combustibles.

Fabrication and TestingArea. April 1981. West Coast U.SA Cause: silane gas
released to fiberglass reinforced plastic duct; ignition followed. Sprinkler protection:
complete above and below ceiling, but lacking within the duct. Damage: exhaust
ductwork destroyed; damage to computer system, other equipment and stock. Esti-
mated loss: $1.6 million. IRl Comment: after the loss, it was determined that the
nitrogen purge system wa.s inadvertently shut off, permitting undiluted silane to
contact air and ignite spontaneously A critical omission in this incident was lack of
sprinklers in the plastic duct, &1though & case could be made for using noncombus-
tible duct in the first place.

Wafer Fabrication Section. February 1985. Western Europe. Cause: immersion
heater in a plastic wet bench (sound familiar?). Sprinkler protection: complete,
except for spaces above noncombustible, suspended ceilings. Damage: wet bench and
exhaust hood damaged beyond repair; corrosive fumes caused serious damage to
highly sensitive electronic and optical equipment. Estimated loss: $5.4 million- IRI
Comment: another classic case ofwhen, which completely interrupted production
for two weeks and partially interrupted it for 14 weeks more.

There Have Been Many Losses inthe Semiconduc-
tor Industry, and there &re still many more potential
situations which are ofgreat concern. Because ofthis, IRI r.5

studied the subject and established protection guidelines
in an attempt to control losses in this industry The
results of this work are avallable in two forms: the 2nd

Quarter 1982 issue ofThe Sentinel, our external house

organ, which features a «Focus on Semiconductor Manu-
facturing”; and procedure manual section, P.11.1., titled

« Guiding Principles for the Protection of Semiconductor

Facilities". A complimentaly copy of each is available

from Mrs. PA Sasso, IRI, 85 Woodland Street, Hartford,
Connecticut 06102 or call (203) 525-2601.

1 fndustrial
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Douglas M. Bartlett

Director, Employee Benefits U.S.

NCR CORPORATION
Panelist, Computer Communications
Case Study: Computer Communications
in conjunction with Hewitt Associates

Thomas D. Stroud, Director of Market Support
HUMANA INC., Group Health Division

Panelist, Communicating Healthcare Alternatives:
The PPO

Kathryn Collura

Communications Consultant,

HEWITT ASSOCIATES
Case Study: Computer Communications
in conjunction with NCR Corporation.

Michael J. DiStefano
Manager, Domestic Benefits
COLGATE-PALMOLIVE COMPANY

Case Study: Print & AV Go Hand In Hand

Julio Esteban, Jr.

VP, Manager Communication Consulting Svcs.

ALEXANDER & ALEXANDER INC.
Pre-Retirement Counseling

Keynote Address

Mr. Moynahan's dynamic address will set the tone
fecr the Business /nsurance 1986 Conference, as he
describes today's changing healthcare environment
and the developing trends in the marketplace.

Panel: Communicating Healthcare Alternatives

This three part panel will discuss how to best
communicate the unique features of a particular

type of healthcare plan so that employees can make
informed choices. Speakers will point out weaknesses
in how employers communicate alternative plans and
how alternatives can be effectively communicated.

The Indemnity Plan: The changing healthcare
environment has transformed the traditional plan
to include innovative cost containment programs.
Equitable suggests that as employees become
active healthcare consumers, employers must
6evelop comprehensive communication programs
that motivate employees to get involved with their
healthcare choices.

The PPO: The antry of preferred insurance into the
marketplace requires the employee to have a
greater understanding of the services provided.
Humana stresses that while effective
communications are essential for the total
understanding of the plan, the employer must
also assure employees that the quality of services
nas not been sacrificed for a lower cost plan.

The HMO: Heglthcare management in the form

of HMOs is in an evolutionary stage, suggests US
Healthcare. The widening range of benefits -
health programs such as health check and dental
plans - point toward the need for increased

communication by employers so that employees
can make educated choices.

THE B COTr5TTT':r"'r="_'

It's becoming jncreasingly clear that employers must effectively communicate
benefit programs so that employees can make informed choices.

This Conference focuses on the changing healthcare environment and the
communication alternatives available to employers.

ANAN =A o

Karen B. Greenbaum

Principal

WILLIAM M. MERCER-MEIDINGER INC.
Case Study: Computer Communications
in conjunction with Sara Lee Corporation

Gar Grom
Executive Director, Human Resources
SARA LEE CORPORATION
Panelist, Computer Communications
Case Study: Computer Communications

in conjunction with William M. Mercer-Meidinger Inc.

Pamela Keeler
Director, Advanced Benefit Communications
METROPOLITAN LIFE INSURANCE COMPANY
Panelist, Computer Communications
Case Study: Computer Communications

Pamela Kekich
Principal
KWASHA LIPTON
Case Study: Print & AV Go Hand In Hand

Kathryn Mcintyre, AR.M.
Editor
BUSINESS INSURANCE

Opening Remarks

Panel: Computer Communications

This panel consists of employee benefit specialists
whose companies are on the cutting edge of
communications technology. Discussions will focus
on why their companies opted for computer
communications and how they combined market
trends with technological innovations to implement
state-of-the-art interactive communication vehicles.

Metropolitan Life blended the skills of benefits,
technological and communication experts to
develop an employee communications program
called "SHOWCASE." Employees can directly
access information about their benefits from
interactive computer terminals housed in kiosks
in the company lunchroom and lobby.

NCR Corporation is using NCR pc's as
communication vehicles and interactive decision
aids in employee retirement planning. NCR
developed "EstiMATE," a software package that
enables employees to do long-range forecasting of
their future retirement income.

RCA Corporation's interactive communication
system is tapped by employees for benefits data
approximately 7,000 times a month. The system
ts designed to expand the applications to include
interactive video, job postings, local health
provider information and more.

Hanes Group, a subsidiary of Sara Lee Corp.,
developed a program using microcomputer disks
to introduce a new 401(k) feature to their
Retirement Savings Plan. In one-on-one meetings,
employees were able to experiment with the
oercent of deferred pay and immediately see the
impact of their decisions on take-home pay and
benefit projections.

Dennis B. McKoy
Senior Vice President

JOHNSON & HIGGINS

Case Study: Computer Communications
in conjunction with RCA Corporation

Alfred Malecki

Publisher

BUSINESS INSURANCE
EBC Awards Luncheon

John D. Moynahan, Jr.

Executive Vice President

METROPOLITAN LIFE INSURANCE COMPANY
Keynote Slieaker
Moderator: Communicating Healthcare Alternatives

Robert Normyle
VP, Sales & Marketing
US HEALTHCARE, NEW YORK
Pane\\st, Communicating Healthcare Alternatives:
The HMO

Eileen Nash
Director, External Communications

Panelist, Communicating Healthcare Alternatives:
The Indemnity Plan

EBC Awards Luncheon

Recognizing outstanding communications programs,
Alfred Malecki, Publisher, Business Insurance,
presents the EBC Awards on August 4th.

Case Study Sessions

Informal workshops will be presented as concurrents
giving you the opportunity to attend all sessions.

Total Benefits Communication

Be#A#antic Enterprises’ communication program,
"A Wave in Benefits, " is a 1985 award winning
example of a total communication effort,
effectively communicating the full range of
benefits. Mr. Olsen will review the program,
including such aspects as management objectives,
budgetary considerations and strategies.

Print & AV Go Hand In Hand

This session will focus on how Colgate-Palmolive
combined audio-visual and unique print to build a
1985 EBC award winning communications
program, "More Financial Power." They chose a
marketing approach to introduce a new 401(k)
feature to their employee savings plan, by using
identifiable packaging and slogans. Mr. DiStefano
and Ms. Kekich will explain why Colgate chose
this approach and will give an overview of the
components of the program.

Computer Communications Workshops

The Computer Communications panelists, along
with their consultant or marketing firm, will
provide personal computers so that attendees
may have an unprecedented opportunity to
experiment with these communications vehicles.



,hanging Environment Offers New Choices

Come to the Bl Conference ... listen, learn and contribute. The choice is yours!

August 4 and 5

The Marriott Marquis Hotel, New York City

Deter O'Donnell

)irector, Employee Benefits

RCA CORPORATION
Panelist, Computer Communications
Case Study: Computer Communications
in conjunction with Johnson & Higgins

Don Olsen
Manager, Benefit Plans
BELL ATLANTIC ENTERPRISES CORPORATION

Case Study: Total Benefits Communication

Frank Pirrone
Assistant Vice President
JOHNSON & HIGGINS

Case Study: Computer Communications
in conjunction with RCA Corporation

Steve Ramsey
Communications Consultant

HEWITT ASSOCIATES

Case Study: Computer Communications
in conjunction with NCR Corporation

Herb Zeltner

President

HERBERT ZELTNER CONSULTING INC.
You Be The Judge

Task Force Sessions

In an all new format, this session provides a
challenging forum for attendees. You can select
employer specific task force units to discuss and
evaluate proposed communications problems,
and then present your findings to all. Use the

registration form to pre-select one of these
communication issues:

- Communicate plan changes from first-dollar
medical coverage to co-payment with deductible.

- Improve participation in a two-year old
401(k) program.

- Introduce a flexible employee benefits program.

- Induce part of your employee population to take
early retirement.

- Update a long standing, but not very effective
communications program.

- Design a communications program for top level
executives only.

Pre-Retirement Counseling Programs:
New Approaches

Rather than designing a pre-retirement counseling
program, Mr. Esteban proposes that 'retirement
planning education' be presented as a "life planning"
vehicle built into a company's total benefits package.
He suggests that employee groups be broken down
by age periods and that the design of such programs
fit the specific needs of each group.

You Be The Judge

Mr. Zeltner returns to the Bl Conference to lead
attendees in an energetic session. He will introduce
selected audio-visual programs submitted to the EBC
Competition, offering insight as to what other
industry professionals are doing in this medium.

The BI Conference opens Sunday, August 3, with registration check-in and a cocktail reception from 5-7pm.
Sessions begin Monday, August 4 at 8:30am. The conference adjourns Tuesday, August 5 at 3:45pm.

The cost is $625. A 10% discount is offered to additional registrants from the same company. The fee includes
sessions, workbook, and educational materials, and scheduled functions.

Payment required with registration. All registrations will be confirmed.

Cancellations must be received in writing. A refund will be made on cancellations received prior to July 1.

A $100 service charge will apply to cancellations received after July 1. No refund will be made on cancellations
r:ceived less than 5 business days prior to the conference. If your plans change, you may substitute the name of
another person from your company without penalty.

To register, complete the form and send it with your payment to:

Business Insurance, Communication Services Department,
220 E. 42nd St., Suite 930, New York City, NY 10017
For information call: Ann Vazquez, Registrar, at (212)210-0137.

HOTEL ACCOMMODATIONS

We have set aside a block of rooms at a special $125 room rate at the new Marriott Marquis Hotel in New York
City. These rates are available to Conference Registrants only, and will be honored until July 14.

You must mention the Business Insurance Benefits Conference when making your reservations. Hotel cards will

be included with your Conference Registration Confirmation. Or call the Marriott Marquis Hotel at (212)704-8700;
or toll free at (800)228-9290.

Awards Luncheon

The EBC Awards Presentation Luncheon will be held on Monday, August 4th. A luncheon ticket is included with
your Conference registration. A limited number of additional seats are available.

Tickets are $60 each, available on a first come-first serve basis; reservations required. Contact Registrar.

817/21

Please register me for the 1986 81 Conference
Employee Benefit Communications:
A Changing Environment OHers New Choices
August 4 and 5 - The Marriott Marquis Hotel in New York City

Name

Title

Organization

Address

C ity S t=eaatee zZiP' Phone ()

Additional Registrant from my organization:

Name

Title

0 Payment Enclosed Il Visa 0 Mastercard O American Express

Account # Expiration Date

Signature

Please register me for the following Task Force Session* (check one):

0 Communicate plan changes from first-dollar medical coverage to
co-payment with deductible.

Il Improve participation in a two-year old 401(k) program.

0 Introduce a flexible employee benefits program.

0 Induce part of your employee population to take early retirement.

0 Update a long standing, but not very effective communications program.

0 Design a communications program for top level executives only.

*The size of each session is limited, each Task Force will be filled on a first-come, first-serve basis

.business
mMmsurance

Communication Services Department
220 East 42nd Street, New York, NY 10017
Ann Vazquez, Registrar - (212)210-0137
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Claims facil ity ipant in the asbestos problem," says distress and payment for only pres- 1| _ Schroeter, Goldmark & Bender
Wade H Coleman, chief executive ent physical impairment, that it 1 "Wellington has “It's just easier
Continued from page | officer of the facility "Alternative was futile to proceed when plain- | . . There also have been savings for
"We still haven't seen any in- dispute resolution is a very impor- tiffs could recover for such condi- been piddling around both producers and insurers in the
klings of alternative dispute resolu- tant part of that " tions in the courts. for the past year," facility through the settlement of
tion or any willingness to discuss Facility spokesmen emphasize "They've been terminated sim- declaratory judgment actions over
cases-except those on the eve of that they have spent a significant ply becase we felt we were getting says attorney coverage for asbestos bodily injury
trial,” says plaintiffs' attorney amount of time discussing an ADR nowhere with them,"” Mr Cupit Danny Cupit. claims fostered by the Wellington
Stanley Levy, with the New York structure and procedures with says agreement
firm of Levy, Phillips & Konigs- plaintiffs' attorneys in a number of "They didn't break off," counters However, these savings have not
berg meetings Mr Shea of Aetna been as significant because the
We're not seeing any early dis- “ADR has always been a prior- To break the stalemate, Professor number of settlements agreement only settles coverage

positions or willingness to even talk ity," says Scott Gilbert, a principal Wellington suggests that the facil- More cases have been settled be- disputes for bodily injury claims
about cases It is impossible in most architect of the agreement with the 1ty and plaintiffs' attorneys hire a cause more cases are approaching and not those involving coverage
jurisdictions to talk with a Welling- Washington firm of Covington & neutral third party who could trial, such as has occurred in Con- for the costs of removing asbestos
ton claims person even if they Burling "We have done an im- make suggestions and break log- necticut, says plaintiffs' attorney from public and private buildings

exist, and you must talk to a trial mense amount of work on it. Jams "It really would be advanta- Mr Levy Also, producers and insurers
counsel first,” he adds The facility has met with plain- geous," he said Some defendants concede there must still litigate coverage over
"There is a vast difference be- tiffs’ attorneys, reviewed materials "I'm a little disappointed," he is truth to this, and cite additional bodily injury claims with those
tween what they intended and the plaintiffs submitted on an ADR added, concerning the develop- pressure to make settlements companies that have not joined
what they said was intended," con- mechanism and prepared material ment of ADR. "The ADR | envi- Some states, for example, set Wellington
tends plaintiffs' attorney Danny on how an ADR mechanism should sioned that would be worked out deadlines on when a case must go "We've reduced but certainly
Cupit work for internal review, Mr Gil- with claimants' lawyers hasn't to trial, a general counsel for one have not eliminated expenses in
"Wellington has been piddling bert says. The ADR procedure now moved very far." company said the coverage litigation,” says Mr
around for the past year,” he adds must be finalized and recom- Facility members say other tasks But, while the facility defends it- Shea of Aetna
"They've done absolutely nothing mended to the board of directors, have had to be accomplished before self against charges that it has Producers and insurers have
to resolve the backlog of cases " In- he added an ADR mechanism could be dragged out settlements, it also has been unable to agree on how cover-
stead, he says, the facility wants to Mr Coleman predicted the ADR created These included obtaining to contend with criticism that it age in property damage cases
control defense costs, hold on to the mechanism will be in place in six adequate staff for the facility, set- may be settling too many cases should be resolved
money longer and reduce pressure months. ting up a data processing system, A recent settlement concluded by However, the settling of some in-
on its individual members to settle However, plaintiffs characterize educating the defense attorneys Wellington with 750 members of a surance coverage litigation has fos-
cases meetings over an ADR mechanism about the facility and its many class action in Texas for $93 million tered "a more cooperative spirit"
Facility officials, however, vigor- as having broken down. "They ve members, and included plaintiffs without injuries, between insurers and policyhold-
ously dispute these charges They stopped,” Mr Levy says. .va.vive#-.-» handling cases says Vern H Talcott, general coun- ers, Mr Hipolit observes
maintain that many cases have Mr. Cupit said that there were so approaching sel of Louisiana-Pacific Corp, the The facility also is under legal at-
been settled before trial and that an many preconditions to participat- trial. parent compa of asbestos pro- tack from one plaintiffs' attorney
ADR mechanism is a h|gh pnontry ing in. in the grocedures such as no ' Wh|Ie Mr Co- ducer. F|breboard orp and a who filed suit last fall m U S Dis-
"At this stage, the facitity is consideration of punitive damages, I-Z")M leman was member of the facilit trict Court for the Northern Dis-
viewing itself as a long-term partic- no consideration of future mental named as chief "We think only those who can trict of Ohio charging that the facil-
—L| &1£ executive officer demonstrate truei |nju should be |ty violates federal anti-trust laws
- Fir last summer paid,” he says, and those who The litigation, brought by Robert
soon after the have been exposed to asbestos and E Sweeney in Cleveland, was
agreement was worry about future consequences stayed pending a report from a spe-

I n S u ra n Ce Se rVI CeS g u Id e Mr. Coleman signed, it wasn't "There were a good many that cial master appointed by the court

until April 1 that were not dysfunction cases," he to analyze the facility's activities

the facility announced senior staff explains Finally, spokesmen for the facil-
Rk Anaiveie & M. o . and officers had been hired, i The facility is, however, saving |tg play down the fact that the
ISl nalysis lanagemen! orporation

Y 9 P GREENE & ASSOCIATES, INC. cluding vice presidents of Iaw defense and legal costs for its pro- number of member producers and

« Risk bfsum Audits + Security Management Consulting Engineering Services _ . . .
© Clams Audits + Benifils Plans [egn Related to Energy and Chemicals claims and systems a comptroller- ducer and insurer members fnsurers remains at 50, despite opti-
- Feasibility Studies  Actuatial Analysis - Facilities Appraisals _ treasurer, and directors of the_ East It has reduced the number of law mism expressed last year that more
« Insurance Specifications « litigation Audits - Loss Settlement Assistance Claim Coast and West Coast claims of- firms defending members to about would Join once the facility was

« Risk Control/Sal,# Managemmt APre_zara(ti.on an:.‘ A:alySis Po & Bl fices 61 from as many as 1,100 functioning
- Accident investigation ’

! Brmthure Sent M Retuaft - Expert Testimony and Representation Today, the East Coast facility, in- Defense costs have been "signifi- Mr Coleman says that the facil-

1907 lelg Roaq - Silem - S joul 105310 - nth 909 170 1130 One Energy Square Dallas. TX 75206 cluding Wellington headquarters, cantly less" since the signing of the ity has the "critical mass" needed
St louis + Atianta - Lm Angeles « Minneapol,s » Ph,ladelphia 51476613500 g g q , Yy g g y ,

employs more than 85 persons The agreement, says Otis Hess, senior and that "it is not out of the realm
West Coast office is still filling po- vp at Fireman's Fund Insurance of possibility” the facility will see

ENVIRONMENTAL CLAN AUDITS LOSS RESERVE SOFTWARE for IBM PC's sitions Cos, estimating the insurer's sav- one or more additional producers
& VERSATILE POWERFUL INNOVATIVE Citing the tremendous backlog of ings at $10 million to $20 million or insurers Join
RISK ASSESSMENTS e Cocs reserves cases pending when the facility was Continental Insurance Co has "I would not characterize it as a
ACTUARIAL CONSULTING -one touch color graphics established, Mr Shea of Aetna said cut costs 50%, saving at least $1 mil- disappointment," that others have
Financial Evaluation 01 En-onmental Lossos - reat visual aid lor meetings/conferences the facility could not just open its lion or more, says Vp Edward T not Joined, he said
-5299 or 510 for INFORMATION DISKETTE doors and settle cases as they Harris, who also is a member of the However, at least one other facil-
Q;I(‘;ER CONSULTING GROUP INC SR COMPANY 39 Bowman Lane started to come in. Wellington board of directors. ity member-Mr Hipolit of ACUS
oldenrodAm/CoranadIMar, CA92625 714/73-7089 Kings Park N Y 11754 (516) 265-1796 . . ) . A N ) A
Instead, a claims handling com- Reducing defense costs is impor- -said he is disappointed that other
mittee was formed that had to give tant not only to insurers but also to insurers have not Joined the facil-
CASUALTY ACTUARIES, INC. ACTUARIAL & RISK its attention to cases that were their asbestos producerpolicy- ity
Robeort F Lowe FOAS.MAAA.FCA MANAGEMENT CONSULTING reaching trial holders Primary insurance cover- And Professor Wellington com-
- ‘-‘I’:zj:ii;e;:jn'::z::n':a‘s‘;'::: Ben Silberstein ACAS.MAAA "We had so many thousands on age, which covers defense costs mented- "I am sorry other insurers
surea. *Captives & Self Insurers *Specializing mmedicalmal- the courthouse steps, claims-han- outside of policy limits, is being ex- and producers have not sub-
- Statutory letters of opinion on loss and *Loss Retention Studies practice & other hability dling couldn't get much beyond hausted Many of the excess insur- scribed"
T s e 100 4 AJA Risk management Consultants Inc them," Mr Shea adds. "Obviously, ance policies that will be tapped Many members praise the facility's
St Louis MO 63141 BBB Seventh Ave. New York NY 10106 that's where the pressure ts next charge defense costs against progress to date and say they are op-
(314) 878-5002 212/333 3259 Mr Shea also maintains that "we policy limits timistic it will achieve its goals
have settled a great number of Reducing defense costs was a "It has moved a little more
WORKERS cases other than on the eve of major goal of the facility, Professor slowly than many of us would have
WORKERS trial." And, he says, with a fuller Wellington says today. hoped," said Mr Hipolit of AC&S
COMPENSATION COMPENSATION staff, dockets will be put under The more you reduce defense "But that probably isn't a great sur-
control and the facility will give costs, the more there is for indem- prise given the magnitude of the
CLAIMS SOFTWARE FOR more attention to cases in earlier nity and thus the more there is for undertaking
t f litigati i . " i imisti
SOFTWARE FOR IBM 34,36 & 38 S agee of litigation futltjre. clalmante -Tl"mey are the | a_m S't||| optimistic that all the
While the goal of an ADR mech- principal beneficiaries of the whole objectives can be reasonably
IBM PC XT OR AT DATA SYSTEMS anism remains unfulfilled, the fa- process." achieved," he added.
_ UNLIMITED. INC cility has dispensed with more "The centrally important thing is “1 think they have done a re-
All functions and state forms ’ : cases than its members alone did in to preserve indemnity dollars and markable Job to come as far as they
Insurance Software Packages, Inc ROSEMONT BUILDING the past. not blow them on defense," Profes- have," commented Mr Talcott of
5118 North 56th Street 5104 N ORANGE BLOSSOM TRAIL Settling 4,000 cases is "an as- sor Wellington said Louisiana-Pacific
Tampa, Florida 33610 SUITE 125 tounding nun?ber," fclcording to at- Defense costs are saved not only "It definitely is getting better,"
813-621-6069 (Fl) ORLANDO, FLORIDA 32810 torney Mr Gilbert "It's more than by reducing the number of defense observed Keene Corp vp and gen-
anyone could have legitimately ex- attorneys but also by coordinating eral counsel Howard A Mileaf
800-237-8133 (U S ) (305) 299-0090 (FL) pected."” the defense "Some cases have been handled

"Our record speaks for itself,” The facility has improved the ad- much more poorly than before, some
" says Mr Coleman "The plaintiffs' ministration of the defense for all better and some the same," he said

TEMPORARY CLAIMS ADJUSTING SERVICES bar has reacted favorably to facility members, says James Hipolit, gen- But, he says, he is "hopeful" for

existence We've entered into a eral counsel for producer AC&S the future "I think we've got a
Servicing Claims Statewide In- greater volume of eettlements fhan Even plaintiffs' attorneys ack- ways togo "
any comparable time per.od in the nowledge some benefit due to the One Judge who is presiding over
Workers' Compensation past " reduction of the number of defense asbestos litigation, however, says
Longshore and Harbor Workers' Act Wellington spokesmen, however, firms with which they have to he sees little difference in the han-
Properly/Casualty will not release details on how deal dling of asbestos cases since the fa-
Inside and Field Adusters much money has been paid in in- "The one positive thing, is that it Cility was created.
. . demnity to plaintiffs, although it is is easier administratively to deal "I've been surprised that even
S'Oaén;SS&'ASN'I‘EO’\}f:Igmpeloymem agency, so there ts NO FEE estimated to be in the hundreds of with one law firm, and that's worth with Wellington, it pretty much
millions of dollars something," says plaintiffs' attor- has been business as usual," said
Claim Net 3572 Hamilton Street, Irvine, CA 92714 (800) 55-CLAIM In addition, the facility will not ney Robert R. Hatten with the firm Richard B Klein of the Philadel-
release details of how many cases of Patten, Wornom & Watkins in phia Court of Common Pleas
the facility has tried, won and lost, Newport News, Va "In the short run, there's been
For advertising information in the INSURANCE SERVICES GUIDE although Mr Coleman says the re- "I think there has been a reduc- very little difference There are

sults have been "very favorable" tion m expenses and the amount of plusses and minuses but nothing
But some critics contend that the time," says plaintiffs' attorney Bill much has changed "
facility alone did not increase the Rutzick, with the Seattle firm of

Contact Margaret Hik,do, 740 Rush Street, Ch,cago, lllinois 60611
Telephone (312) 649-5340
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Insurance,ndustry issues felt the effects of the
stock market's cont,nued downward spiral as
the Business Insurance stock index fell 9.7
points dunng the five-day trading period ending
July 16 to 509.3 from 519.0 on July 9. Forty
issues declined during the penod, while only 12
stocks advanced and eight remained un-
changed. The largest gains were reported by
Tokio Manne & Fire Insurance Ltd., up 9.7%;
Corroon & Black Corp., up 3.2%; Great West
Life Assurance Co., up 2.4%; Statesman Group
Inc., up 2.3%; and Poe & Associates Inc., up
2.0%. The largest decl,nes were tallied by L,b-

gry, Corp,, down.4.9%; Eairmont Einancial Inc., dustry, seemed to"occupy opposing positions become permanent sources of | insurance capi- 122% to $4

ance Co., down 6.4%; Nobel Insurance Ltd.,
down 6.1%; and Kansas City Ufe Insurance Co.,
down 6.4%. The Business insurance index de-
clined 1.9% during the period, which was a
smaller drop that that reported by the major
stock market averages. The Standard & Poor's
500 average fell 3.2%, while both the New York
Stock Exchange composite and the Dow Jones
30 Industrials average dropped 2.8% during the
period.

B/itish Issues

1 Week
15 July Price P/E Olv. Yield High--Low
Companies pene. penco % pene.police
CommlilUnion 311 283 169 54 318-311
Gont Accident 845 15 4 35.2 4 2 862-842
Odn Royal Exch 902 17 3 46.5 5 2 910-490
Royal 847 14 1 408 48 862-842
Sun Alliance 705 23 5 28.2 4 O 727-705

Brokers
CEHeath 529 80 394 75 530-615
Hogg Robinson 310 10 7 155 5.2 310-292
JHMinet 248 95 14 1 57 248-242
Sedg Gm 345 133 190 55 345-330
Stew Wrighteon 448 142 19 0 42 448-405

Wim Flber 420 156 16.2 3.9 420-408

Source Philip Olsen/Alan Clifton. Insurance Industry
Specialists Kitcat & Aitken Stockbrokers,
London

Bl Industry Stock Report

Brokers

Price % Chs. P/E $ Olv. % Vid. High Low Vol(000)

business insurance, July 21, 1986/ 83

Assessments of industry crisis
vary according to the observer

By LEONARD M. WILSON

Special to Business Insurance

with the present structure of interest rates Rather, they are likely to face a more com-
would allow a typical commercial insurer to petitive market, perhaps in 1988, due to the
earn 15% to 20% on shareholder equity natural effect of better pricing that improves

RECENT INVESTMENT conference on Although combined ratios for most com- returns on insurance capital by then, and the
flthe insurance industry brought together panies are still above this level, rate increases concomitant greater capacity in commercial

o0 1 1 { analysts and portfolio managers to hear the -either in place or likely to be implemented lines
"¢ * views of insurance company executives, reg- over the next 12 months-eventually could

ulators and insurance lawyers

The public insurance brokers were not t
represented, but the wide-ranging panel dis- Reinsurance rates are still tight Property The New York Insurance Exchange posted
cussions on the property/casualty Industry rates, though, are leveling, while liability an aggregate net loss of $8 8 million during
coverages still are experiencing higher the first quarter of 1986, compared with an
$113 million loss during the first quarter of

Reinsurers also are seeking contractual 1985
language that would incorporate "sunset” The exchange's combined ratio, however,
clauses to limit the length of the tail in liabil- deteriorated to 155 1% in the first quarter
ity lines from 144 3% during the comparable period

There is an inherent limit on reinsurer last year The 44 NYIE syndicates reported a
profitability, however If reinsurers' return 40 2% expense ratio and a 115% loss ratio in
on capital becomes excessive, primary insur- the first quarter. During last year's first quar-
ers will begin to raise their retentions For ter, 49 syndicates reported a 36 4% expense
now, though, retentions are higher due to ratio and a 107 9% loss ratio
different assessments of tight capacity Net premiums earned declined slightly to
the Industry’'s tribula- Newly formed mutual pools are a form of $51 4 million in the first quarter of 1986 from
tions The speakers, while sharing a common self-insurance responding to a cyclical capac- $51 9 million in the comparable period last
interest in a healthy property/casualty in- ity shortage In one speaker's view, they will year Net premiums written decreased by

§n72 million from§$538 m||||on
oreover, they did not appear to be listening tal, remaining in place even when the cycli- while gross premiums written declined by
cal shortfall m capacity abates 14 8% to $68 6 million from $806 million

Insurance executives saw runaway tort On the subject of legislative reform, stat- The exchange's policyholder surplus in-
awards as a culprit needing to be curbed utes have been enacted in many states How- creased by 6 2% to $184 1 million in the first

Regulators occupied a kind of middle ever, the seemingly onerous Florida legisla- quarter of 1986 from $173 3 million in last
ground, both heaping blame on the un- tion does not appear to be a pattern Tort year's first quarter
derwriters for irresponsible competition and reform will not yet be comprehensive, but "l think the results will be very good for
pricing, while at the same time staking out a rather, was characterized as a bits-and-pieces the rest of the year," said Joseph Fahys, the
position for modifications in tort laws approach exchange's president and chief executive of-

Tort lawyers saw the problem in the sim- Most speakers agreed that changes in tort ficer He noted a significant difference m the
plistic vein of underwriting mismanagement reform would not immediately be reflected results between syndicates still active and the

Underwriters were unjustifiably shifting m premium rates to any material degree. Ex- approximately 20% of syndicates that have
the onus on to victims seeking compensatton perlence would be needed on loss trends stopped writing, either because they have
under a workable, if imperfect, tort system under the new rules before a signihcant im- reached premium limits or for other reasons.

None of the participants openly admitted in- pact on rates could occur For instance, active syndicates reported a
surance pricing must be highly volatile when The insurance brokers and the dynamics of 121 6% combined ratio m the first quarter,
interest rates fluctuate dramatically distribution were notably absent from discus- compared with 315 3% for inactive syndi-

From this variety of viewpoints, it Was sion of industry trends No one resurrected the cates.
nonetheless impossible to extract a coherent chestnut that the volatihty of premium rates
sense of current trends in the industry could be placed at the doorsteps of brokers NWNL Re

In the realm of premium rates on commer- playing one underwriter against the oth
cial lines, it seemed that a deceleration in rate Listening to the conference participants, it NWNL Re has completed the sale of $30
increases was at hand One speaker calcu- could be concluded that the configuration of million in new common shares through a pri-
lated that a combined ratio of 105% to 110% the cycle will not be altered much by changes vate placement arranged by Kidder, Peabody

in regulation and tort statute. By the end of & Co Inc Proceeds from the sale will be used

1987, premium rate adequacy can be ex- to increase NWNL Re's surplus
Leonard M Wilson, a special limited partner pected in most commercial lines "We are very pleased with this develop-
at L F Rothschid, Unterberg, Towbin m New The insurance broker will not feel ad- ment because the new capital will allow us to
York, specializes in insurance brokerage versely the effects of tort reform or closer take advantage of significant opportunities
stocks He is a member of the New York So- state regulation of premium rates in any ma- that have recently arisen in the reinsurance
clety of Secunty Analysts terial degree over the next several years market. Our statutory capital and surplus
now totals more than $45 million, which
places us among the top 25 professional prop-
erty and casualty reinsurers in the U S mar-
ket," said Leonard J. Meredith Jr., the com-
pany's president.

Despite the offering, Northwestern Na-
tional Life Insurance Co stlll retains a maJor-
ity interest in the reinsurer, which writes
Prici % Clig. P/E $ Olv % vid High Low V0i.(000) both treaty and facultative reinsurance.

produce this quite satisfactory return on capi- N.Y. |nsyrance Exchange

were relevant to the bro-
kers' prospects The out- prices
look for premium rates,
regulatory and legisla-
tive attitudes and under-
writing profitability was
among topics that re-
ceived attention
Interestingly, though,
the program participants

appeared to harbor quite A\"AY4

Mr. Wilson

to each other
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Continental Corp NYSE 44.63 -3.8 0.0 2.60 5.8 46.50 44.63 502.5
Crain Life Ins co ©oTC 350.00 0.0 3.5 0.00 0.0 3I50.00 IS0.00 os
Alexander & Ale.Inder Sves NYSE 38.00 -3 5 04 1.00 2.6 39.50 38.00 570.7 Durhi & otc 16.00 11 12.4 1.36 3.0 B h I
Sal*in & Ly-3 Inc oTc 24 50 -10.9 61.2 0.16 0.7 27.50 24.50 o3 urht Sore e 2100 1.5 1. 100 > 4625 48.50 22 rOUg er rnsurance rOUp
otc . —a. . . . 41.75 aoc.as aee.2
Corroon & Black Corp NYSE 40.00 3 2 21 4 0.65 1.6 40.00 38.88 1710 Farners Group Inc
p RN o s soes e jooossese e Fairmon ¢ Fint Ino Alle 17.38 -7.3 21.7 0.00 © © 1s.88 17.38~ o8.4
rmp : S o : e me.2 3.0 Brougher Insurance Group Inc of Green-
Gallagher Arthur J & Co oTc m.0O 1.0 22.4 0.20 0.8 26.00 25.00 a6.6 . . e agn .
Fireman Fd Corp NYSE 35.00 0.0 0.4 0.30 0.9 36.63 34.75 740.0 wood, Ind., is maklng an initial pUb|IC offer-
s -
Fremont Gen Corp oTc z26.25 -3.2 0.0 0.48 1.8 27.38 25.75 164.0
Hall Frank 8 & Co Inc NYSE 24.13 1 O 0.0 0.00 0.0 24.50 24.00 438.6 i
Groat West Life Assurn Co
Marsh & Mclonnan Cos ne Mw ot 6066 0.5 2o.0 100 56 ar00eeen  son S west SToesooozassiscoai esocoesoco  oa  Ing of 600,000 shares of common stock ata
Poe & Assoc Inc = ole roup Inc B - - - - - 5.25 - i
ore  12s02000085345 imsoim=e  sza o0 OO SYSISISSIII200292 Zszeiiis 27 purchase price of $15.25 per share.
| ENTS/BROKERS AVERASE
I aa The offering is managed by Prescott, Ball
Hartford Steam Boiler Inspen OTC 97.00 -1.8 15.4 2.40 2.5 98.50 97.00 16.3 & Turben Inc.
Kans City Life Ins oTc 33.00 -6.4 13.0 0.87 2.6 34.75 33.00 12 3
nglomer,M Holdin .
Conglomer,Ms & Holding Cos Kemper Corp oTc  30.75-2.4 16.3 0.60 2.0  31.2530.13 6701 Proceeds from the offering will be used to

American Earess(Fireman's Fd) NTSE 57.88 -1.9 13.5 1.36 2.3 60.63 57.88 3,772.0
Anderson Clayton(Ringer/PanAm) NYSE 55.88 -5.3 31.9 0.00 0.0 o.00 o.00 0.0 PAC
788 -1.6 0.0 0.00 OO
34.00 -4.9 26.4 0.24 0.7
NYSE 62.75 1.2 0.0 2.60 4.1 62.75 62.00 1,049.9

Armei Inc NysE
Bentley W R Corp otc
CIGNA Corp

CNA Firt Corp (CNA)
General Re Corp

ITT (Hartford Groupl

Teled,ne Inc (Argonaut)

Trinsamerica Corp (Occidental) NYSE 35.50 -1.4 17.0 1.68 4.7 36.75 35.50 572.6

CONGLOIERATES/HOLDING COS. AV ER#GE 22.4

Imnrmm

Aetna Life & Cas Co

American General Corp

NYSE 57.13 -5.2 18.0 0.00 0.0
NYSE 59.50 -1.0 36.7 o.88 1.5
NYSE 53.00 -3.2 28.8 1.00 1.9 56.63 53.00 5,090.7
Sears Roebuck & Co. (Allstate) NYSE 42.13 -4.3 12.2 1.76 4.2 43.88 42.13 4,135.1
NYSE 314.00 -4.8 11.5 0.00 0.0 327.50 314.00 200.3

NYSE 58 50 -0.8 12.9 2.64 4.5
NYSE 41.13 -1.8 12.5 1.12 2.7 42.25 40.25 1,123.0

NYSE 29

NYSE SO 00 2 7 1 1 3 2 00 4 0 52 SO 50 00 472.1 repay outstanding debt, acquire the com-
4153 0.0 0.0 60.00 6.0 sme 288 6800 pany's principal executive offices and for

Monumental Corp OTC 54.SO O.0 19.4 1.40 2.6 54.S0O 54 SO 46.3 general Corporate purposes.

Mac Re Corp 35.SO -4.1 0.0 0.00 0.0 237.50 as5. 95.2

Nobel Ins Lt 25 1.6 Brougher is an underwriting agency that

Northwestern Natl Lde Ins OTC 30 00 2 0 13 20.86 2 9 30 13 30. OO 364 2 specializes in medical stop-loss and group life

Liberty Corp S C
Lincoln Natl Corp Ind

Mission Ins Group Inc
8.80 7.75" 1,557.7

35.75 34.00 145.4

sa.25 57.00 1a8.2

so0.28 sa.7s a3z o

Ohio Cas Corp oTc 80.63 -2.3 18.7 3.00 3.7 ez2.s0 7o.75 1115 insurance coverages.
Old Rep Intl Corp otc 34.13 -4.9 12.5 0.78 2.3 35.13 34.13~ 131.0
Orion Cap Corp NYSE 35.25 -1.4 0.0 0.76 2.2 16.25 35.25 o8.3

23.38 22.50 214.1
2a.so =27.00 285.0

23.00 -1 1 12.6 0.70 3.0
27.25 -6.4 9.5 O.84 3.1

Protective Corp otc
Prwident Life & Acc Ins Co oTc

Acceptance Insurance

iz S Ses e ore 420040256 1802 44264125 6729 Acceptance Insurance Holdings Inc. of
OTCE1735-3.40.00780'3821.5020.7556 9 Omaha, Neb., has announced an initial public

Sri Corp
Se,bels Bruce Group Inc otc 1825 ©.0 0.0 0.0 a.a 18.25 18.00* 36.9
Statelan Group Inc orc s.63 2.3 a0.2 0.05 o.o 600 sso  1mis offering of 1 million shares of common stock

o e o e e at a price of $8 per share. The underwriter of
NYSE 3258 0.6 14.1 0.60 1 9 36-50- 52.38  ©001 the offering IS Furman Selz Mager Dietz &
NYSE 46,63 -4 4 11,8 2.16 4.6 45,00 46.50,2,190.3 Birney Inc

Tokno Manne & Fire Ins Co
59.50 58.S0 982.0
Torchmark Corp

Travelers Corp

Paern Heritage Life Invt Co NYSE 41.50 -1 8 15.3 1.32 3.2 42.13 41.50 15 e .
X ! reri roup Inc
Aaerican Indty Fint Corp otc 19750600 1.12 5.7 19.75 19.50 175 . . .
N United Fire & Cas Co orc 26.25 -2.8 20 8 0.80 3.0 27.25 26.25 343
American Intl Group Inc NYSE 122.88 -3.1 22.9 0.44 0.4 125.75 121.00 542.2 A portlon of the Offenng will be used to
] United States Fid & Gty Co repay eX|st|ng debt and to increase the sur-
Aneco Reins Ltd ote 2.25 0.0 0.0 0.00 0.0 2.25 2.25 a4

Avemco Corp
Business Mens Assurn Co Amer OTC
Chubb Corp

Co/bined Intl Corp

NYSE 26.00 -3.7 14.4 O.SO
27.75 -2.6 16.7 1.10 4.0
NYSE 68.63 0.2 134.6 1.56 2.3
NYSE 56.25 -4.3 11.3 2.24 4.0

Uslife Corp

-1.9 0.0 2.32 6 O 39
NYSE 43 63 4 6 11 6 1 12 2. 6 46 50 43 63 198 4 plus of insurance subsidiaries

1.9 27.50 26.00 °.6 .
Washington Natl Corp
23262776 711 o Nattins Garp ot 2e.2s -2.8 131.3 0.80 3.0 2675 zs.7s 821 Acceptance primarily writes excess/sur-
s59.00 56.25 1766 e co oo plus lines coverages in the Midwest and Sun

Belt through Acceptance Insurance Co and
System design Altman informat,on Systems River City Underwriters Inc. _
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Lifeline

It's simple-seat belts save lives! In fact, the CNA Insurance intoxicated or under the influence of drugs at the time

Companies believe so strongly in seat belts that we're of the accident.

putting our money on them with our unique Group Available now, you can add our Safe Driving Benefit to

Voluntary AD&D policy "Safe Driving Benefit Option' your company's CNA Group Voluntary AD&D policy at no
Here's how it works. If an enrolled employee or family additional premium charge.

member is Killed, suffers dismemberment or other This new benefit demonstrates CNA's continuing

insured loss while wearing a seat belt in a covered commitment to our insureds’ health and welfare. We urge

vehicle, CNA will pay the Safe Driving Benefit in addition you to take advantage of it for your employees and your

to the regular benefit. company. Contact your CNA Special Risks representative
An important qualification is that the driver cannot be for details.

CNA

For All the Commitments You Make "

Coverage is provided by Continental Casualty Company, one of the CNA Insurance Companies.



