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Chubb refunding drought premiums
despite opposition from regulators
WARREN, N.J.-Despite opposition

from regulators, a Chubb Corp. unit is
proceeding to reprocess rain insurance
applications on a first-come, first-
served basis up to its· $40 million pre- -
mium volume limit and to return double
premiums to farmers who won't be co- -
vered.

Federal Insurance Co. of Warren, N.J.,
offered an inland marine policy with an ,
unusual drought endorsement and re-
ceived applications for 10 times its ca-
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Ruling transforms Three states oust
claims=made cover

into occurrence
Teale.led insurer

By STACY ADLER By DOUGLAS McLEOD

LOS ANGELES-A California appellate court ruling es-
sentially rewrites a claims-made policy by requiring an in-
surer to respond to claims filed after the policy expired, un-
less the insurer's interests would be impaired, attorneys for
the insurer say.

National Union Fire Insurance Co. of Pittsburgh, Pa; is
seeking a rehearing of the unanimous ruling, which, accord-
ing to several attorneys, effectively turns claims-made poli-
cies written in California into occurrence policies.

However, other attorneys claim the decision will not affect
other insurers because of the unique circumstances of the
case.

The decision also is noteworthy because the court, in mak-
ing the ruling, overrode a settlement between the parties in
the case.

1 National Union, a unit of American International Group
Inc., offered the policyholder $90,000 after oral arguments to
avoid having the damaging decision on the books, according
to the court. However, the settlement offer was contingent
on the court not filing an opinion in the case.

Noting the case was "of great public interest," the court
decided not to abide by the settlement and filed its opinion
on June 22.

The opinion, written by California Appellate Court Judge
Earl J. Johnson, said: "To bow to this pressure and refrain
from filing our opinion would do disservice not only to the
public interest implicated in this case, but to the proper
functioning of appellate courts in future cases, for it would
send a message to other appellants and respondents that they
can wait until oral argument and, if they sense the probabil-

Continued on page 28

ATLANTA-An offshore insurer run by Alan Teale, for-
mer president of the now-defunct Insurance Exchange of
the Americas, has been declared ineligible to write insur
ance in three of four states where it wrote several million
dollars in premiums last year.

American Trust Insurance

Co. Ltd., domiciled in the 141F1
Turks & Caicos Islands, was /
declared ineligible as a surplus 
lines insurer in Illinois and  »aili/59
Texas earlier this year. Regu- ..
lators in the states were unable ilk « . *0Zu. 1
to confirm the value of $40.5  7 1,2* / "
million of its reported $47 mil- 
lion in assets.

In a confidential report com- '
pleted last month, an arm of
the Nati6nal Assn. of Insurance Commissioners valued a
portfolio of over-the-counter stocks, a portion of which
formed the majority of American Trust's year-end 1987
assets, at less than 20% of the $40.5 million in equities
claimed by American Trust in a 1987 statutpry financial
statement, several regulatory sources say.

The Alabama Insurance Department requested the re-
port by the NAIC's Securities Valuation Office after the
department learned that Anierican Trust misrepresented
itself as a licensed surplus lines insurer in correspondence
with'a California agency. ,

Alabama ordered American Trust to cease and desist
from selling insurance until it is licensed in the state.

Premiums written by American Trust in 1987, its first
big underwriting year, totaled $12.million, almost all of

. I

which was written on a direct surplus lines basi& for .
property and liability insurance in the United States. :

American Trust's policyholder surplus at year-end 1987
was $35 million, according to a statutory financial state-

- ment filed with Texas regulators.
In a series of interviews, Mr. Teale said that American

Trust has placed $30.5 million in new assets 6n its books
since the end of last year. The
new assets include U.S. Trea-
sury bonds and higher-quality

'When somebody stocks that state regulators '

questions something,
he said.
should find more acceptable, ,

we go off and "When somebody' questions '

immediately replace the something, we go off and im- 'mediately replace the assets,"
assets,' says Mr. Teale. said Mr Teale, who is presi-

 dent and director of American
Trust, which is owned by

Houston-based KLK Consulting & Management Corp.
Insurance regulators "have only got to lift a finger and

say, 'Do something,' and by God, we are there doing it,"
Mr. Teale said.

Insurance regulators in Illinois, Texas and Alabama
said last week that they have not yet been provided details
of the new assets. American Trust will not be allowed to
write insurance in the three states until the regulators
receive proof of acceptable admitted assets and answers to
other questions raised, the regulators said.

An infusion of new assets this year would mark the
fourth time since 1986-when it reported total assets of
$7.4 million-that the investments of American Trust have
been revamped, according to the insurer's financial state-

Continued on page 33

London maintains ties to South Africa
By CAROLYN ALDRED

LONDON-While a handful of British
insurers and brokers have limited their
stake in South Africa, the London mar-
ket generally maintains a business-as-
usual approach to the politically con-
troversial country that anti-apartheid

 groups seek to freeze out from world
trade.

 Indeed, as part of the worldwide soft-
, ening of the property/casualty insur-

ance market, London and European in-
surers are offering increased capacity

1... for South African risks.
"Capacity overseas, particularly in

 London, has increased considerably this
:msaaniadgrefsornmisounre

of South Africa's largest industrial and
retail conglomerates.

Lloyd's of London and other Euro-
ean insurers "are losing a lot of dollar

I business to the U.S. market" and are
looking to other markets to make up
that loss, said Mr. Vernon, who also is

1 chairman of the South African Risk &

U

it

Insurance Managers Assn.
Many London and European insurers

are "looking towards South Africa as
South African business is highly re-
garded" as profitable, Mr. Vernon
added.

And, he predicts an overall rate de-
crease of "at least 20%" for his com-
pany's insurance renewals in October.

The London and European markets'
position is in stark contrast to that of
U.S. insurance companies and brokers,
which have quietly divested themselves
of South African companies (see story,
page 32).

Apartheid, the official South African
policy that segregates blacks and whites
in many daily business and social acti-
vities, has drawn international criticism
for decades, but many businesses-in-
cluding insurance-have felt the impact
of widespread outrage most strongly in
the last few years.

And, earlier this month, protests
against apartheid were held in more
than 30 countries on the 70th birthday

Continued on page 32
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As violent confrontations between the South African government and blacks have increased,
many companies have left the country in opposition to its policy of apartheid.
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Update Employers to lobby Senate
Chubb refunding premiums
Continued from previous page for more COBRA changes
pacity before ltS June 15 application deadline, said a spokeswoman
for Chubb By JERRY GEISEL without being unreasonable," said Howard Greene, as-

In a letter to Chubb Chairman and Chief Executive Officer Dean sociate legislative director of the Risk & Insurance
R O'Hare written on National Assn of Insurance Commissioners WASHINGTON-With the House soon expected to Management Society Inc m New York
stationery, nine regulators said they expect Chubb to honor all approve a legislative package scaling back penalties And, a $1,000 penalty cap per beneficiary "would be
applications submitted before the coverage deadline for COBRA violations, business groups are shifting sufficiently severe to encourage compliance without

The coverage was offered in Illinois, Indiana, Kentucky, Michi- their lobbying efforts to the Senate to win further being so high that it imposes costs substantially
gan, Minnesota, Missouri, Ohio, Tennessee and Wisconsin until COBRA changes greater than the cost of coverage," according to a posi-
June 15, and until June 17 m Iowa However, demand far exceeded The COBRA amendments expected to win House ap- tion paper prepared by the Assn of Private Pension &
capacity and Chubb informed state regulators that it would return proval would tie penalties to the length and severity of Welfare Plans, the ERISA Industry Committee, the
premiums (BI, July 18) violations of the health care continuation provisions of National Assn of Manufacturers, the U S Chamber

A total of 8,007 applications were received requesting limits of the Consolidated Omnibus Budget Reconciliation Act of Commerce and the Washington Business Group on
$390 million, said Chubb's spokeswoman, who estimated that the of 1985 Health

average premium was $2,500 per policy She estimated that about For example, H R 4333, legislation approved this Aside from the COBRA penalties, several other
6,000 farmers would be eligible for coverage under the new terms month by the House Ways and Means Committee to COBRA provisions are included in the House techni-

Chubb has already returned premiums to 1ts agents, who were in- correct drafting glitches in the Tax Reform Act of cal corrections legislation, Including
structed to refund the premiums to the applicants, the spokeswo- 1986, generally would set a penalty of $100 per day • Allowing employees who quit their ]obs to retain
man said Farmers who accept the premium refund can then send a of violation per beneficiary and cap an employer's COBRA coverage even after they become covered
copy of their check to Chubb, which will issue another check for total annual liability for COBRA violations at ei- under another employer's health care plan
that amount, she said The remaining farmers whose applications ther $500,000 or 10% of its prior year's health care This "double coverage" provision, which has trlg-
ultimately fall outside the $40 million premium volume limit also costs, whichever is less (BI, July 18, July 4) gered a wave of employer protests, lS contained in
will receike double refunds Chubb has reserved $20 million to While employers welcome the new penalties as a vast another technical corrections bill, H R 4845, which
cover these additional payments, the spokeswoman said improvement over the current COBRA penalty-auto- also was approved by the Ways and Means Committee

Chubb mailed letters to applicants explaining these terms and matic loss of the annual tax deduction for health care Because it makes a series of technical changes to the
also sent a copy of the letter to regulators, said Chubb's spokeswo- expenses for a single violation-they say the proposed Employee Retirement Income Security Act, H R 4845
man, who noted that Chubb had not received the regulators' notice penalties still are too stiff still must be approved by the House Education and
when it mailed the letters Business groups will attempt to convince the Senate Labor Committee, which shares jurisdiction over

"We are not interfering with that offer if a farmer wants lt," Finance Committee, which could vote on the technical ERISA with the Ways and Means Committee
said Richard W Carlson, assistant director of the Illinois Insurance corrections legislation this week, to add a COBRA pen- H R 4845 also makes a purely technical change to
Department "However, we have not accepted that as a settlement" alty provision that places a $100,000 annual cap on COBRA by clarifying that the maximum duration of
for those that still want coverage total penalties and a $1,000 ceiling for any individual COBRA coverage for an employee who lost group

Legal and administrative action lS still pending in some states violation health coverage because of a reduction in hours
"A $100,000 penalty would give an employer a worked and then later quit would be 18 months

Raymark class-action denied strong financial incentive to comply with COBRA Contznued on page 31

ATLANTA-Raymark Industries Inc will continue to pursue a
consolidation of all asbestos bodily in]ury claims against it after

AO'

a federal appellate court last week overturned a lower court's deci-
Mentor's assets cover 24 /0

sion to form a class action

Raymark "will not abandon the class-action strategy," said an
attorney for the asbestos producer, noting Raymark could seek a re-
hearing with the appellate court, appeal the decision to the U S of its $650 million in debts
Supreme Court or attempt another class action at the state level

The 11th U S Circuit Court of Appeals in Atlanta overturned By ROGER SCOTTON preparation for their third annual general meeting
U S District Judge Robert L Vining Jr 's June order creating what in Bermuda Sept 13, warns that the liquidators canno* 1
would have been the largest-ever asbestos class-action suit and HAMILTON, Bermuda-Mentor Insurance Ltd has accurately assess the likely ultimate cash distribution
staying all litigation pending against Raymark (BI, June 20) the cash equivalent of 24 cents on the dollar to pay the An actuarial evaluation by the Tillinghast division

The appellate court criticized Judge Vining for not notifying failed insurer's debts of more than $650 million owed of Towers, Perrin, Forster & Crosby Inc as of June 30,
claimants and for not allowing them to participate in the decision to approximately 2,700 creditors, according to Men- 1986, indicated unpaid liabilities of $686 million,
to create the class tor's liquidators though it described that amount as representing a "se-

Mentor has $157 7 million available for creditors, an lected amount within a wide range of proJections "

LTV asks to dump another plan increase of $7 8 million during the year ended June 30, The liquidators' report says that their expenses of
liquidators say $86 million, almost $2 million more than last year,

WASHINGTON-Dallas-based LTV Corp wants the Pension Based on an actuarial evaluation of Mentor's liabili- "demonstrates the size and complexity of the hquida-
Benefit Guaranty Corp to take over a small pension plan covering ties, liquidators Charles Kempe and Michael Arnold tion "
302 people who worked in an LTV facility in Evansville, Ind , that now estimate Mentor is insolvent by $496 1 million Operating costs include rent for office space in Ber-
LTV shut down in 1982 The liquidators spent about half of $16 3 million re- muda, communications and computer expenses Legal

The plan has $9 3 million in liabilities and Just $45,000 in assets covered for Mentor during the past 12 months, the bulk fees, which rose by $1 2 million during the past year,
LTV has petitioned U S Bankruptcy Court m New York for per- of which went toward legal fees and their own remu- cover expenses stemming from 459 open files, accord-

mission to establish a new "makeup" plan, which would pay cer- neration, according to their 1988 financial report to ing to the report
tain supplemental benefits that retirees now receive from the plan, creditors And, the report points out that the liquidators' re-
but which they would lose if the PBGC takes over the plan Of the expenditures, $3 1 million was spent on legal muneration-about $200,000 higher during 1987-88-

LTV said participants in the Evansville pension plan will face fees, $22 million was paid to the joint liquidators, $1 1 stems not only from the cost of specialist insolvency
financial hardship if the supplemental plan is not approved million was paid in salaries and benefits for Mentor's services supplied personally by Messrs Kempe and

The PBGC opposes LTV's action, saying LTV-which filed in July 35-member Bermuda-based staff, and Just more than Arnold, both of accountant Arthur Young & Co, but
1986 for protection from lt S creditors under Chapter 11 of the Fe- $1 million was spent on general administration and also from work carried out in London and Bermuda by
deral Bankruptcy Act-has the resources to make the $110,000 in office rental costs their staff and billed at the firm's normal rates

monthly contributions required to keep the plan going Investment income of $10 2 million generated the The 13-page report does not specify legal fees arising
However, a federal Judge in New York last month denied the bulk of the Mentor estate's revenues, while net rein- from three main actions, two of which were started by

agency's request to return to LTV three plans with $2 billion in surance recoveries totaled $6 1 million the Mentor hquidators, mcluding their 28-month-old
liabilities PBGC had attempted to return the plans last year after The liquidators plan to speed recovery of assets and suit for $700 million against Mentor's New Orleans-
LTV established new plans to pay non-PBGC guaranteed benefits settle sufficient claims to permit an interim payment based parent Ocean Drilling & Exploration Co, Ber-
to participants (BI, June 27) to creditors by 1992, instead of waiting more than 20 muda-based Pinnacle Reinsurance Ltd, and nine other

years for all of Mentor's liabilities to mature defendants, mostly directors and officers of Mentor

Soviet launch cover considered But the document, which creditors will receive in Contznued on page 4

TRIESTE, Italy-Western insurers may write satellite launch Inside
risks for the Soviet space program, according to leading space in-
surer Assicurazioni Generali SpA

The Soviet Union, which plans to launch commercial satellites as 7 This week's ed,tonal strongly urges Congress to delay imple- Departmentq
part of its new launch program, will need the additional insurance menting Section 89's non-discnrnination rules for welfare plans

capacity of Western underwriters, Generali explained and to overhaul the rules PAGE 8

Soviet insurer Ingosstrakh invited representatives from Western
AR.M. exerciCAC 99

+ As many as a dozen captive insurers could be operat- Benefit 1-M
companies-including Generali, Munich Reinsurance Co and

4

ing In Hawaii bythe end of the year PAGE 10
Lloyd's of London broker Crawley Warren & Co Ltd -to watch

Books & Ideas 22

the launch earlier this month of two space stations
Classifieds

,00 Louisiana's Insurance Commissioner hid the source of loans

"From what has been observed so far, no particular difficulties used to finance h,s elechon, alawsuitcharges PAGE 12 Insurance services guide 94

are expected from the insurance market in covering these risks at Legal briefs 22

premium rates, which may come close to those quoted in respect of , Commercial property/casualty insurers must recognize that al- Letters
temative nsk financing techniques represent a permanent struc- LondonWestern technologies," said Benito Pagnanelli, aviation and space

09

manager at Generall and chairman of the Space Risks Study Group tural change, experts said dunng a recent conference PACE 16 Opininne

for the International Union of Aviation Insurers, who attended the Perspectives.............. ... ............ 21

,•0 As states adopt DRG payment systems, employers need to
Soviet launch adopt new cost-control measures, says Usa Gamgan of Island

Products & services................................................27

Peer Review Organization in Speaking Out. PAGE 21
Speaking out.............................................................21

Damages sought in rig disaster
Ticker 15

*00 Hartford Insurance Co does not have to pay $4.5 million in a

LONDON-Lawyers representing families of the 166 people coverage dispute involving an Illinois racetrack fire PAGE 24

killed in the Piper Alpha oil platform explosion July 6 have formed + Lloyd's of London's chairman blasts a report that calls Lloyd's
Vol.22, No 30-Business /nsurance (ISSN 0007-6864) is published weekly

an action group to seek compensation-either in Scotland or the 'a driving force' behind the liability insurance cnsts. PAGE 25
at 740 N Rush St, Chicago, 111 60611-2590 Second-class postage & paid

United States-from Los Angeles-based Occidental Petroleum at Chmago, Ill, and at additional mailing offices Postmaster Send address

Corp, the operator of the platform
changes to Business /nsurance, Circulation Department, 965 E Jefferson

,00 Evidence continues to mount that reinsurance recoverables Ave, Detroit, Mich 48207, 800-992-9970 or 313-446-1611 Copynght 1988
Continued on page 33 rema,n a problem, says analyst Myron M P,coult PACE 34 by Crain Communications Inc
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RIMS chapter opposes antitrust action
By JUDY GREENWALD

rado officials to urge that the state withdraw from the anti-

-- Participation in the lawsuit "is contrary to what the state
Samuel Y. FisheUE,Besident of RIMS' wanted to do economically," said James E Crockett, man-

DENVER-Officers of a Risk & Insurance Management So- ager of risk and benefits at the Denver Water Department
ciety chapter are encouraging risk managers to write Colo- Rocky Mountain Chapter, said that not and secretary of the RIMS chapter "Basically, we lust felt it

trust litigation filed against the property/casualty insurance only are the suit's merits dubious, but was inconsistent "

The state is trying to attract insurance companies on the
industry the litigation also undercuts the state's one hand, but on the other "we're slapping them in the face,"

While individual risk managers have expressed their oppo-
campaign to attract insurance companies. commented Edward L Heeren, treasurer of the RIMS chapter

sition to the litigation, the effort by the Rocky Mountain and director of risk management at Denver-based Ideal Basic
Chapter is believed to be the first campaign by a RIMS chap-

-
Industries

ter against the controversial lawsuits, says Jon Harkavy, Even if the attorneys general win the case, the legal costs
RIMS director of governmental affairs Mr Fisher also distributed two memos, with copies of his associated with the case will be passed on to the policy-

Colorado Attorney General Duane Woodard was among the letters attached, to all chapter members encouragirg them to holder, said Mr Marshall "We don't see who's going to
10 state attorneys general that filed antitrust suits in the write to the governor and attorney general-with ccpies to be benefit "
"second wave" of the litigation last month (BI, June 20) Nine sent to Insurance Commissioner John Kezer-to exlr ress their "It seemed like a rather trumped-up thing," he said of the
state attorneys general had filed similar suits m March (BI, "perplexity with our elected officials for deciding to partici- suit "As far as we can see, there's very little basis for it "
March 28) pate in a 'tag-along' antitrust complaint " ' We feel that it's a little detrimental to go ahead, especially

In letters to the governor and state attorney general written Mr Fisher says that the chapter has not met since he issued if we're not convinced this antitrust suit is in everyone's best
on chapter letterhead, chapter President Samuel Y Fisher his request and, thus, he does not know how many risk man- interest," commented Mary Stoik Dymond, risk manager at
Jr, insurance manager at Denver-based Hamilton Bros Oil agers have written the officials the Denver-based Apache Corp , who lS also a chapter direc-
Co, said that not only are the suit s merits dubious, but the However, other Colorado risk managers-who say they tor
litigation also undercuts the state's campaign to attract in- have either written letters or plan to do so-are unhappy The Rocky Mountain Chapter's stance opposing the anti-
surance companies to Colorado with the state's participation in the antitrust litigation Continued on page 31

Pension portability New pollution endorsements
mandate may daunt meet with market skepticism

plan formation By DEBORAH SHALOWITZ Chester Swalm, vp of Marsh & MeLennan Inc in
New York, said he does not think many insurers will

NEW YORK-A proposed endorsement to the com- use the new CGL endorsements
By DEBORAH SHALOWITZ mercial general liability insurance policy form that "I don't think the form is really going to encourage

expands pollution coverage probably #111 not be wi- anybody to get back mto the marketplace" for pollu-
WASHINGTON-Mandating "portable" defined benefit pensions dely used by insurers, observers say, even though risk tion coverage, said David M Rosenberg, executive vp

would be expensive for employers and could discourage the forma- managers say they would buy it of Environmental Compliance Services Inc , the Dow-
tion of these pension plans, say benefit experts, federal officials, The proposed endorsement by the Ins irance Services ningtown, Pa, underwriting manager for environmen-
business representatives and a new government-sponsored study Office Inc would extend pollution coverage to on-site tal impairment liability insurer Reliance National Risk

Employees who often change }obs face retirement income short- exposures and ongoing operations Such pollution ex- Specialists
falls, either because they do not vest in a pension plan or, lf posures currently are excluded from ISO's claims- "We do not have plans to use either of the endorse-
they do vest, they are guaranteed only small benefits when they made and occurrence CGL forms, though the forms do ments at this point in time," said David C Ster-
leave their lobs cover both sudden and gradual pollution pertaining to ling, secretary of the Hartford Insurance Group in

The solution, according to union representatives, are portable product liability and completed operations risks Hartford, Conn
pensions Under such a system, workers changing ]obs would be Another proposed endorsement that excludes all However, Eugene Anderson, a partner with Ander-
able to transfer vested pension assets and credits for years of service pollution-related losses from CGL ccverage proba- son, Russell, Kill & Olick P C in New York, speculated
from their old employer's pension plan to their new plan bly will not be widely used either, :he experts add that the filing of the endorsements indicates there 15

However, Congress should "proceed with caution" in acting on The two new endorsements, which ISO filed with interest among insurers in offering pollution coverage
pension portability, said Assistant Secretary of Labor David M state insurance regulators earlier his month, are set to for on-site exposures and continuing operations
Walker take effect Feb 1,1989 (BI, July 11) Continued on page 26

C Eugene Steuerle, deputy assistant secretary of the Treasury
Department, cautioned that "mandating greater levels of coverage
or benefits for mobile workers could result in fewer pension plans

And, a new study for the Labor Department conducted by Phila- Safety advocates lambaste OSHA
delphia-based benefits consultant Hay/Huggins Co Inc points out
that "alternatives that would substantially reduce the portability By BRIGITTE MAXEY ments for workplace safety violations since the enact-
loss would significantly increase the cost of pension plans and could ment of the Occupational Safety and Health Act in
probably only be achieved through fundamental changes in the phi- CHICAGO-A private workplace safety institute is 1970 and only two indictments since the beginning of
losophy currently underlying the private pension system " advocating stepped-up federal criminal prosecution of the Reagan administration in 1981, the report states

Mr Walker and Mr Steuerle made their remarks before the employers that violate safety laws while criticizing the In addition, while the Justice Department has only
House Ways and Means Oversight Subcommittee earlier this month bureaucracy of the existing federal ]ob safety enforce- successfully prosecuted two job safety cases since

Subcommittee Chairman J J P.ckle, D-Texas, said he called the nnent system 1980, California-which operated its own job safety
hearing because "we can expect the current trend toward increased The report, released earlier this month by the non- program until last year-successfully prosecuted 112
job mobility to continue indefinitely " profit National Safe Workplace Institite, blasts the cases during the same period, the report says

"As a general rule, the more times an individual changes jobs federal Occupational Safety and Health Aaministra- An OSHA official explains the agency believes that
among defined benefit plans, the lower the total pension amount tion and the U S Justice Department, which prose- criminal prosecution won't solve workplace safety
will be at retirement," explained Rosemary D Marcuss, assistant cutes cases referred by OSHA problems
director for tax analysis for the Congressional Budget Office "If we put senior directors in lail for pollution and "We believe the best way to get safety and health in

An individual who moves from cne job to another and is a partici- corrupting foreign governments, we should put them in the workplace is through civil punishment," said
pant of several defined benefit pension plans probably will have Jail for killtng workers,' said Joseph A Kinney, execu- Frank White, OSHA's deputy asslstant secretary m
less retirement income than an individual who works for only one tive director of the Chicago-based instittte and author Washington

Continued on page 26 of the study In his report, "Ending Legalized Workplace Homi-
The Justice Department has brought only 44 indict- Contznued on page 26

L.A. bank collects on emergency plan
By GLENN HUNTLEY The first televised scenes showed smoke rising

from the bank's offices, but they did not indicate Y

LOS ANGELES-As the first news broadcasts the extent of the emergency However, a bank
flashed pictures of the inferno raging through the employee who had been dining downtown called
skyscraper headquarters of First Interstate Bank Mr Emerson with an eyewitness account 1ndicat-
of California in early May, officials already were ing "we had a serious problem," Mr Emerson
mobilizing to keep the state's fourth-largest com- said
mercial bank in business As flames still licked the sides of the downtown

First Interstate's 20-member emergency team headquarters, the 20-member response team-
began reporting to a bunker-like communications composed of representatives of several bank de-
center about a mile from the bank's 62-story partments including check processing, wire
headquarters They were en route within an hour transfers, corporate and consumer lending and
of the first reports of the blaze, which started real estate-was engaged in a frantic effort to .,1 Ea

-- -about 10 30 p m on Wednesday, May 4 keep the bank, a subsidiary of First Interstate --.--.---= SD--- L

"We (members of the emergency team) were Bancorp, on its feet
fully operational by midnight," said Colen H *Y =,2The team members, in turn, spent much of the
Emerson, vp and manager of information man- night calling 200 bank employees and setting up
agement, the bank office that designed the emer- telephone links needed to assure that many mil- liM -

gency response plan lions of dollars in customers' accounts and subse-

Meanwhile, Los Angeles television stations quent customer transactions and transfers of
began broadcasting live pictures of the fire be- funds from other banks would be accurately re-
fore 11 p m corded Photo First Interstate Bank of California

"I kept watching it on TV and couldn't believe By midday Thursday, fewer than 15 hours after First Interstate's emergency team met in a bunker-like emergency communi-
it was happening," Mr Emerson said Continued on page 29 cations center, supplied with telephones, televisions, and other needed items.
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Mentor's assets
Continued from page 2
(BI, March 24, 1986).

Rather, it describes an acsion
Pinnacle started against Mentor
last year in Bermuda as cossing
"considerable sums of money in
legal fees to the estate" (BI, May
25,1987).

Although the U.S. District Court
in Louisiana in April dismissed the
liquidators' suit against ODECO
on a forum non conveniens motion

and ruled that the dispute should
be tried in Bermuda, the liqi-ida-
tors still believe the suit should be

heard in Louisiana. Their report
says the dismissal will be appealed
in October (BI, April 25).

In an interview, Mr. Kempe
stressed that they would not be
proceeding with an appeal if the
chances of winning were poor.
"That would be a waste of credi-

tors' money," he said.
And, the liquidators said the fed-

eral judge's dismissal opinion reE-

resents a significant strengthening
of their complaint.

''By allowing a stay of six
months for discovery purposes and
ordering that the defendants sub-
mit to the jurisdiction of Bermuda,
give evidence at trial, produce doc-
uments in their possession and
agree to recognize a judgment
against them as enforceable in any
U.S. District Court, the federal
judge in New Orleans. has helped
us considerably," said Mr. Kempe.

"We are a lot further forward

than we were in March 1986, when
we started this thing The defen-
dants didn't have to agree to any-
thing before now," he added.

The liquidators also said they
have not ruled out the possibility
of an out-of-court settlement.

"Obviously, that would depend
on someone being orepared to
come along with a big enough
checkbook and offer a settlzment
we feel comfortable with and can
recommend to the Mentor commit-

tee of inspection," Mr. Arnold said.

<44

'We are a lot further

forward than we were

in March 1986, when

we started this thing,'
says Mr. Kempe.

The liquidators also said the suii
should not be regarded as a critical
indictment of financial reinsura-lee

in general. In the suit, the liquicla-
tors allege that Mentor tock credit
for two reinsurance contracts pur-
chased from Pinnacle wi:hout dis-
closing other agreements providing
that Pinnacle would no: pay any
reinsurance claims for 10 years
from the inception of each con-
tract, at which time a single lump-
sum payment of a predetermined
amount would be made.

"As : product, financial reinsur-
ance has a valid place in ihz mar-
ket, but what Mentor was doing by

agreeing to contracts with secret
side letters that changed the nature
of the contracts was not what the

market expected," Mr. Kempe
sa.d.

The Mentor liquidatcrs said that
the biggest single obst:cle :O mak-
ing an interim cash distribution to
creditors was the cooperation of
thi creditors themselves. Of 2,713
po:ential creditors representing
4,500 treaties and 10,500 under-
writing years, only 800 Troofs of
debt for $451 million had been
fi_ed by the end of June.

Of these, 425 have come from
U.S. creditors representing claims
for $357 million and 172 came from
the United Kingdom for claims to-
taling $29.8 million.

'I think that this reflects busy
creditors' general disinterest in a
defunct company, ' he said.

-'But the amount of work and the

c:mplexities involved are such
that if the creditors do not now

submit and negotiate their claims
on a full and final basis for both

liquidated and unliquidated
amounts as quickly as possible, the
likely date for a dividend payment
to them will almost certainly be
delayed beyond 1992.

"After 21/, years, we have built
up a well-founded knowledge of
Mentor's business and we're ready
to accelerate developments, but we
need to hear from the creditors,"
he continued.

Mr. Kempe said that these devel-
opments included the release ear-
lier this year of commutation pro-
posals to more than 200
retrocessionaires involved in Men-

tor's 12 retrocessional programs,
one of which is in dispute and sub-
ject to arbitration.

The liquidators' report says these
proposals covered the commuta-
tion of actuarially projected ulti-
mate balances receivable of $77.4
million before offsets. Of these,
agreements have been reached to
commute ultimate debts totaling
$13.8 million before offsets or
other discounts. I

Bi promotes
Geisel, Wojcik
to new posts

Two Business Insurance staff

members have been promoted, an-
nounced Associate Publisher and

Editor Kathryn J. Mcintyre.
Washington Editor Jerry Geisel has

been named senior editor, and Copy
Editor Joanne Wojeik has been
named copy desk chief.

"Jerry's promotion recognizes the
contributions he has made to BI dur-

_ mg his more than11-year tenure
- with the maga-

zine," said Ms.

I   '1 sbe the fiset
I.Al-Yl ·i to report many
' f-RA# news develop-
-  ., ments that are

  ployee benefitA important to em-

Mr. Geisel managers and
risk managers,"

Ms. Mcintyre said.
"Jerry also assists me in writing

editorials and is a wealth of knowl-

edge to the whole staff, especially
on benefit topics."

In his new position, Mr. Geisel also
will assist in developing story assign-
ments, Ms. Mcintyre said.

As copy desk chief, Ms. Wojcik will
be responsible for daily copy flow
and making sure production dead-
lines are met. In addition, she will

continue to develop spotlight reports.
''Joanne's

quick under- , .
standing of risk 
management and . 15
employee benefit '
news makes her a f *\ 1,2
natural leader on

I '51'Er
the copy desk," 1-T- .:.

said Ms. McIn-
-1*

tyre
*4

Mr. Geisel, 36,

joined BI as an Ms. Wojcik
associate editor

in 1977 and was promoted to Wash-
ington editor in 1979.

He received a master of science

degree in journalism from the Uni-
versity of Missouri School of Jour-
nalism in Columbia in 1976 and a

bachelor of arts degree in history
from the University of Wisconsin at
Madison in 1973.

Ms. Wojeik, 30, joined BI as as-
sistant copy editor in 1985 and was
promoted to copy editor in 1986.

Previously, she was assistant news

editor at The Daily Sentinel in Grand
Junction, Colo., and a reporter at the
Delta County Independent in Delta,
Colo., both units of Atlanta-based

Cox Enterprises Inc. Before moving
to Colorado in 1981, Ms. Wojcik was
editorial production assistant at BL
She received a bachelor of arts in

English from the University of Illi-
nois at Urbana in 1979. I
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This little depot - the symbol of a hometown spirit of helpfulness - is where Wausau Insurance
came of age. From here weke exported, all across America, our reputation for exceptional business
msurance service.
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Opinions
Overhaul Section 89

F STRONGLY URGE Congress to delay im-plementing Section 89's non-discrimination
rules for welfare plans and to overhaul the rules.

As most employers know only too well, Section
89, which establishes tax penalties if an employer's
welfare plans do not cover a sufficient number of
non-highly compensated employees, goes into ef-
feet on Jan. 1.

While the date for compliance is nearing, the
Treasury Department has yet to issue the regula-
tions that are essential to enable employers to
comply with the law.

Even if the Treasury immediately issues regula-
tions, which is not very likely, and if Congress soon
passes a technical corrections bill containing relief
from some of Section 89's more outrageous re-
quirements, which is likely, employers would have
just a few months to digest and obey the new rules.

That is hardly enough time to ensure compliance
with a law that is contains some of the most com-

plex benefit rules ever passed by Congress.
Delaying Section 89's effective date would pro-

vide time to draft a new set of more reasonable

rules and provide the opportunity to do some-
thing that should have been done in the first place:
Solicit the advice of benefit professionals.

Like so much benefits legislation, Section 89 was
hastily put together behind closed doors by a

Letters

Primex and Weavers

use separate forms
To the editor: We appreciate the article

by Stacy Shapiro on the new arrange-
ment between Primex Ltd. and H.S.

Weavers (Underwriting) Agencies Ltd.
(BI, June 27).

I should like to clarify and elaborate
one item, lest there be any misunder-
standing by your readers. Primex and
Weavers are independent facilities and
each has its own policy form. The forms
are quite similar but, as was noted, there
are some differences. For example, in the
pollution area, Primex covers certain
named perils, time-defined events and
limited cleanup costs; whereas Weavers
covers only named perils.

The overall program is well-integrated,
and we anticipate a smooth relationship
with Weavers.

John N. Perham

VP
Primex Ltd.

Bridgetown, Barbados

A.R.M. examination

is not for everyone
To the editor: This is in response to Mr.

Drobac's letter regarding the Associate in
Risk Management examination (BI, June
20).

Although I took my A.R.M. tests using
self-study, I did go to an introductory
discussion offered as the first session in

an informal study group. At that session
we were told quite frankly that any an-
swer would be considered if it were sup-
ported by a logically built argument. We
also were told that about half of our

grade would be based on our communica-
tion skill. Obviously, this skill is essential
to the risk manager, who must communi-

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

handful of congressional and administration
staffers with little or no professional experience
with benefit plans.

With that kind of haste, inexperience, indif-
ference and perhaps arrogance, it is no surprise
that the resulting rules simply cannot work.

Three of the four major tests for demonstrating
compliance with the law are unduly complicated.
Section 89 should be overhauled to create tests that

achieve non-discrimination without imposing mas-
sive and unnecessary administrative burdens on
employers. The delay in implementing Section 89
won't result in gutting or killing the non-discrimi-
nation rules.

Responsible employers have no quarrel with the
intent of Section 89: ensuring that, in exchange for
the tax breaks they receive for providing benefit
plans, a broad cross-section of employees will be
eligible for those benefits.

Employers have proved they can live with work-
able non-discrimination rules, like those governing
401(k) plans. And, there has been little grumbling
over new non-discrimination rules for pension
plans, which, like Section 89, are scheduled to go
into effect on Jan. 1.

Employers deserve equally understandable and
workable non-discrimination tests for welfare

plans.

cate his/her vital function and decisions

upward to senior management and down-
ward/outward to other people in the or-
ganization. A multiple-choice examina-
tion would degrade the value of this
designation.

Because these questions have abso-
lutely no right or wrong answers, there
need be no question of the exam being
"properly" worded. As is the case with
the other Insurance Institute of America

exams, the A.R.M. exam is designed to
test skills on many levels. In my limited
experience, I have never known anyone
with a firm control of the concepts sur-
rounding insurance and risk management
who did not sail through these tests.

Although I am a broker, not a risk man-
ager, and although I derived as much
from my early on-the-job teachers as
from the texts, I found the A.R.M. tests to
be interesting, challenging and at the
right level to make successful completion
meaningful rather than just an obligatory
exercise to add some initials after my
name or to be able to work in my state.
This is not a test for everyone, nor should
it become one.

Patrice F. Sobin

VP
Alexander & Alexander of New York Inc.

New York

Abolishing CDWs
will hike rental rates
To the editor: "Wave Good-bye to

CDWs" (BI, June 27), and say hello to
higher car rental rates! It's simple eco-
nomics. Don't be so naive as to think that

if you abolish collision damage waivers
that the cost won't shift to the up-front
rental rate. The consumer will pay the
cost of doing business one way or an-
other.

CDWs are a marketing tool to reduce
the "apparent" per diem cost of car
rental. CDWs are no different than a

workers compensation insurance com-
pany using a loss-conversion factor in
order to reduce its up-front retention
charge.

I'm sure some people buy CDWs not
knowing that they already have this cov-
erage under their own policies, but don't
indict the car rental companies for offer-
ing us a choice. Have faith in the Ameri-
can competitive market system to protect

the consumer. There's enough competi-
tion in the car rental business to keep
costs reasonable. If the CDWs were un-

necessary, then why hasn't a car rental
company dropped or reduced the charge
to gain a competitive edge?

The issue is not confusing to risk man-
agers or individuals. They merely need to
determine if their commercial or personal
policies cover rented vehicles. That's not
too difficult. Since my policy covers
physical damage to rented vehicles, I de-
cline the coverage. I have that choice. If
you have it your way and abolish CDWs, I
won't have a choice and the cost of insur-
ance will be added to the rental rate. I

will then have paid twice for the same
coverage do you also plan to control car
rental rates?

Anthony J. D'Asaro
Jackson & D'Asaro Insurance Brokers

Huntington Beach, Calif.

McAlear overlooks
lack of cover in crisis

To the editor: Charles A. McAlear's ac-

cusation that public entities "refused to
purchase liability insurance from reputa-
ble insurers offering reasonable
prices...." (BI, July 11) is a repugnant
and inaccurate characterization of the

public entities' dire plight during the lia-
bility insurance crisis. Indeed, his state-
ment itself is oxymoronic since no "repu-
table insurer" was offering liability
insurance on any terms to California
cities and counties for nearly two years.

He further reprobates public entity ef-
forts that have, in his opinion, "embraced
a variety of alternatives to insurance that
promised, but have yet to deliver, lower
costs than commercial insurance." I as-
sume that inference is aimed at the inno-
vative pooling accomplishments of more
than 200 public entity pools across the
country, covering more than 21,000 local
governments. Consider that no public en-
tity pool has failed since its inception in
1974 in contrast to a wave of "reputable"
insurance company insolvencies.

The Chinese symbol for "crisis" also
depicts the meaning for "opportunity."

Jeffrey W. Pettegrew
Risk Manager

Contra Costa County
Municipal Risk Management Authority

Walnut Creek, Calif.
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Hawaii promotes its captive insurer law
By GLENN HUNTLEY diction July 12 to about 55 bro- The state, famed for ltS beaches, The conference was Intended to flaws in the law-most notably a

kers, insurers and others attending surfing and hospitality, could be inform brokers and risk managers lack of specific premium tax rates
BURLINGAME, Calif -As many The Hawaii Captive Forum, spon- home to as many as 200 captives in about captive opportunities in Ha- -the state Legislature modified it

as a dozen captive insurers could sored by Menlo Park, Calif -based the foreseeable future, predicted wan in late April and Gov John Waihee

be operating in Hawaii by the end Argonaut Insurance Co in Burlin- Norman H Burdick, senior vp of Also inhibiting captive growth signed the new law in June (BI,
of the year, with four companies game, Calif Argonaut and organizer of the one- was the fact that the state's origi- June 6)
approved and many other appli- Although Hawaii's captive trade day session nal captive law did not include a The amendments clarified sev-

cants waiting to start business in thus far pales in comparison with While Hawaii has receir ed some set premium tax, although the law eral issues
the latest state to open its arms to domiciles Jurisdictions like Ver- attention, many prospective cap- has since been revised • The premium tax was set at

captive business mont and Bermuda, observers say tive owners still have limited Hawaii lS looking for the most 0 25% for single-parent captives
Hawaii Insurance Commissioner Hawaii has the potential to become knowledge about its potential as a stable, financially able companies and 1% for association captives

Robin Campaniano made this pre- a leading U S captive domicile domicile, he said to form captives in its state, Mr and risk retention groups
Campaniano said "We're not look- Under the previous law, captives
ing for (companies seeking) a quick were required to pay the same pre-

Argonaut studies 6 interim' facility
fix" mium taxes as commercial insur-

Mr Campaniano said he has seen ers
some "flaky" proposals from par- • The insurance commissioner

ties interested in forming a captive may approve investments by sin-
BURLINGAME, Calif -Argonaut Insurance Co paniano said it was the first time he had heard of there who apparently have little gle-parent captives exceeding pa-

is exploring the possibility of setting up a "transi- the transition captive concept and had not ye: con- knowledge about captive insurance rameters allowed in the Insurance
tion captive" to provide coverage to companies sidered it or simply stop by his office to lus- code Investments by association
awaiting regulatory approval of a captive but And, at least one other participant wondered why tify a trip to Hawaii captives and risk retention groups,

whose commercial insurance has expired. Argonaut would not simply "warehouse- policies- "Unfortunately, we have turned however, are bound by statutory
While Argonaut is considermg forming the in- or write interim insurance-for prospective captive away a lot (of unqualified appli- limits

terim facility in Hawaii, it would be available to parents awaiting regulatory approval cants)," he said during a break in • The assumption and cession of

companies forming captives in any domicile and While Mr Burdick admitted that Argonaut had the forum reinsurance are subject to the com-

fees would be minimal, said Norman H Burdick, considered that option, he said many clients may The benefits of a Hawaiian cap- missioner's approval
senior vp of the Menlo Park, Calif -based insurer prefer starting with a captive structure while tive are particularly strong for • Captives may write credit life

Mr Burdick presented the idea during a session awaiting regulatory approval of their own facility managers in West Coast companies and credit disability insurance re-
at the "Hawaii Captive Forum" sponsored by Ar- A transition captive, owned by Argonaut and who can fly to Hawaii on any one lated to loans or other credit trans-
gonaut on July 12 in Burlingame, Calif leased to prospective captive parents for two or of about 40 airline flights daily, actions between parent companies

Argonaut officials began studying the possibility three months at a time, could offer several advan- said Mr Campaniano and affiliates

of forming an interim facility last year after clients tages, he said By comparison, he quipped, "I • For regulatory purposes, rlsk

that expressed interest in establishing captives in For example, the potential captive owner could think there's about 40 flights to retention groups will be treated the
Hawaii found they would not have enough time to quickly transfer ltS entire book of business from Vermont a month," greatly exag- same as association captives
obtain regulatory approval before their commercial Argonaut's transition captive to its own captive gerating since there are more than • All captives must file financial

insurance renewed, he explained once regulatory approval is received 15 flights daily to Vermont statements that conform to gen-

Although Hawaii officials say they can approve a And, Argonaut then could serve the new captive Mr Campaniano recommended erally accepted accounting princi-
captive application within 29 days, the process can either as a fronting insurer or as a reinsure r, Mr that risk managers thinking of ples Also, association captives and
take longer, he said Burdick said forming a captive "shop around" risk retention groups must submit

Argonaut's proposed transition captive would be Argonaut currently writes reinsurance linits of for domiciles Only then can they annual statements in accordance
similar to a rent-a-captive except that its use up to $1 million for captives underwriting employ- be confident they have made the with statutory accounting prac-
would be limited to one company at a time over a ers liability. general liability and auto liability best choice, he said "I believe we tices

brief period risks and up to $5 million for captives writing have the best, or at least one of the While many risk managers may

Rent-a-captive facilities, which are popular in workers compensation coverages best, programs for an American be interested in forming captive in-
offshore domiciles like Bermuda, provide captive In addition, the captive would not have to issue a company," he said surers, they may not know what

coverage to any number of clients for any dura- letter of credit to its fronting insurer, because Ar- Interest in Hawaii as a captive they're getting into, said Raymond
tion (BI, April 18) gonaut would fill both of these roles, Mr Burdick domicile has continued to build Minehan, a partner in the account-

However, Hawaii's captive law does not permit said since its captive law became effec- ing firm of Arthur Andersen & Co
the formation of rent-a-captives Argonaut officials have not yet finalized any tive in July 1987 of San Francisco

Argonaut's transition captive idea received only plans for its experimental captive and may locate it The first captive insurer, Surety Often risk managers are ready to

lukewarm response from risk managers and bro- in a domicile other than Hawaii if it does -lot re- Pacific Insurance Co, a subsidiary lump into a captive because they
kers attending the California captive forum ceive approval there, according to Mr Burdick of O'Brien Corp of San Francisco, are upset with their commercial in-

Hawaii Insurance Commissioner Robin K Cam- -By Glenn Huntley was approved in December (BI, surer, but do not understand the
- Dec 14,1987) complexities of captive manage-

Since then, three other captives ment, he said
have been approved, the most re- "Senior management is going to

»f
cent being the College Liability In- have to roll up its sleeves to under-
surance Co, an association captive stand this thing," Mr Minehan
fornned by a group of seven West said
Coast private liberal arts colleges Most companies forming cap-

The captive will write up to $10 tives will need outside help, in-
million in general liability and cluding actuarial and claims-han-

 Mt RE @ 7,1-21
auto liability coverage for its mem- dling management, he said
bers And, in many cases managers

The other Hawaiian captives are have little understanding of rein-
K-M Insurance Co , which provides surance and don't pay enough at-
general liability, auto liability and tention to it, Mr Minehan added
workers compensation coverage Companies should not form cap-

Captive Conference for Kelly Moore Paint Co of San tives for tax reasons, because the
Francisco, and Royal Hawaiian In- Tax Reform Act of 1986 eliminated

The State Gf Tlie Art-- surance Co, which writes surety many of the tax incentives for
bonds for Duty Free Shoppers forming captives, he added
Group Inc of San Francisco For example, the tax law in-

Sugarbush Inn, Warren, Vii A conference held in Honolulu in cludes a provision that makes U S

September 28430, 1988
January attracted more than 100 shareholders of many offshore
attendees and publicly launched group captives liable for current-
the state's campaign to become the year taxes on the captives' income

F he continuing and growing use of risk retention programs has spurred a home to many captive insurers (BI, from insuring U S risks (BI, Sept

significant growth in the use ofcaptives to finance insurance coverage One Feb 8) 15, 1986, Aug 25, 1986)

major item which has provided a great deal of impetus in using captives is the
But, Mr Campaniano said the Previously, shareholders that

50th state has serious competition each owned less than 10% of an
Liability Risk Retention Act of 1986 In addition. the 1986 Tax Reform Act hcs from jurisdictions like Vermont offshore group captive's stock
provided incentive for offshore captives to relocate onshore or to incorpora. e and Colorado, which have shown a could defer taxes on the captive's
domestic subsidianes. Vermontisthemostactivedomesticdomicile with52 companies renewed interest in promoting the income until it was actually paid to
licensed m 1987, and has a strong infrastructure to facilitate the execution oft}-e insurance trade shareholders

goals ofthe captive This conference willfocus on the use ofcaptive insurance companies Vermont, the most active U S Ronald Gamache, also of Arthur

and provide msight into new regulations and conditions affecting their use domicile, had 115 captives licensed Andersen in San Francisco,
by year-end 1987 and Colorado warned that captives attract the
had 26 (BI, April 18) attention of the Internal Revenue

Basics of Captives $50.00 Hawaii also would like to lure Service

Vermont Captive Conference $600.00 Tillingbast captive business from other domi-
4, Captives are very dear to the

ciles, but so far the only captives IRS," he said "They watch them
allnpm brns company that have expressed an interest in very closely "

moving to Hawaii had troubles A key way to determine whether

For Additional Information

9*,
with regulators elsewhere, he said premiums paid to a captive are de-

Captives wishing to switch dom- ductible for tax purposes lS to de-
Contact the Conference Director, iciles are "under close scrutiny," termine whether there has been a
Tillinghast Mr Campaniano said "We don't definite transfer of risk from the
722 Post Road want that kind of trouble " insured to the insurer, Mr Ga-

teS(2;)06552-791
Uncertainty over Hawaii's cap- mache said

tive law has been the malor obsta- For example, it is difficult to es-
cle stifling captive growth on the tablish tax-deductibility for pre-
island miums paid to a single-parent cap-

In response to concerns about tive, he noted .
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Unless you're in insurance, you might not know we're a very special kind of pioneer-America's
first accident and health reinsurance pool.

Back in 1967, we created the American Accident Reinsurance Group (AARG) and made aviation
accident coverage just one part of our innovative package. Today we manage four pools for 48
member companies with forward-looking products that keep us the largest accident and health
reinsurer in the field. And we're celebrating our twentieth successful year with a current earned
premium in excess of $150 million and a per occurrence capacity of $70.0 million.

If you are looking for a facility that has a tradition of looking into the future, call our
offices in Atlanta, Chicago, Dallas, New York, Philadelphia, San Francisco or Portland
Maine. And we'll help you take wing. DUNCANSON & HOLT, INC.
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Louisiana regulator hid source of loans: Suit
By MICHAEL BRADFORD owner, the court papers say, also Doug Green Campaign Committee, learned of the petition when a Baton code," Mr Dampf said

owns a property/casualty insurer that and John W Davis, the committee's Rouge reporter showed him a copy And, he said no state laws would

BATON ROUGE, La -Louisiana lS regulated by the Louisiana Insur- treasurer Other defendants are indz- "I am assuming at some polnt ln be broken even if an insurer regu-

Insurance Commissioner Doug Green ance Department viduals and businesses that reported time that this thing will surface in lated by the department contributed
and several campaign supporters in- According tothe petition, John M contributing from $25,000 to the proper form," he said, adding directly toacampaign However, he
tentionally hid the source of loans Eicher lS president and principal BOO,000 m campaign loans that he reviewed the reporter's copy pointed out, such a contribution
used to finance Mr Green's election owner of Boardwalk International The pe.ition says Messrs Green, of the papers and found the allega- would be a violation of a new state
last year, according to a lawsuit filed Inc, parent company of United Fl- Jones, Dans and the campaign com- tions to be groundless ethics code effective next year

m a state district court nancial Services and 90% owner of mitte€ "lmowmgly and willfully m- The charges m the suit "are cer- Mr Eicher was not available to

The petition filed by the Louisi- Champion Capital Corp in Baton accurately disclosed the source of the tainly not violations of anything," comment on the filing, but Patty
ana State Board of Ethics earlier this Rouge Champion Capital owns loans reported as received by the said Mr Green "Once we get to King, an attorney for Champion In-
month charges that Mr Green and 25 Champion Ins irance Co, a Baton Doug Green Campaign Committee " court, I think the judge wtll agree to surance Co, sald "Our reaction 15
other defendants took part in a Rouge-based underwnter of automo- The other defendants alsc partici- that " that neither we nor any of the com-

scheme to disguise the true source of blle coverages pated willmgly m the scheme, the Mr Green's attorney called the suzt panies we are associated with have
$22 million in loans to the Doug Neither Mr Eicher nor Champion Board of Ethics charges "much ado about nothing" None of violated any statutes And we can't

Green Campaign Committee Insurance Co are named as defen- The petition seeks fines of up to the provisions m the state's campaign walt to get to court to prove that "
The Board of Ethics states m the dants in the petition, whi ch seeks a $70,000 each against Messrs Green, finance disclosure law have been vio- The ethics board acknowledged in

petition that tt believes the true rullng from Judge Joseph Keogh that Jones Dans and the campaign com- lated, said Jack Dampf of D'Amico, a memorandum supporting the re-
sources of the loans were not the the defendants show cause why they mittee and fines of up to $560 against Curet & Dampf m Baton Rouge quest for a show-cause order that in-

defendants who reported making should not be found in violation of each of the other defendants Even if the charges m the peti- dividuals can borrow funds from a
them, but United Financial Services the campaign finance disclosure law Mr Green said last week he still tion were accurate, he added, there financial institution and, in turn,
of Baton Rouge Inc, one of the de- The petition also names as defen- had not been served with any papers still would be no violations "You lend the money to a candidate In
fendants and a company whose dants Keith D Jones, chairman of the related to the suit and said he first can make third-party loans under our such a situation, the source of the

loan reported by the candidate or his
campaign committee would be the
individual who loaned the funds, the
papers state

However, the memorandum con-
tinues, "that is not the situation pre-
sented m this case "

The court papers state that based
on the ethics board's Investigation,
"it is the belief of the Board that

0 0*5*[»- '--t_folylly Mr Green's campaign was primarily
funded through loans from one 1nstl-
tution This was not a case of a num-

ber of Individuals or compames ob-
taining funding through whatever
methods they chose and in turn lend-
ing to a campaign Rather, these indi-
viduals or companies were provided
funds from the same institution for
the sole purpose of financing the

A spedal sedion ediled exdusivdy for campaign of Doug Green
"It is the Board's behef that both

UFS and these Individuals or com-

Insuren .ad relnsurers. pantes acted cooperatively to cause
the loans to be made in the name of
another rather than m the name of
UFS, the true lender," the papers

Reach insurance and reinsurance state "The transactions descnbed m

the petition and this supportingcompany executives in an editorial memorandum are extremely serious

environment directly related to their 1988 violations of the Campaign Finance
Disclosure Act "

needs. Published 6 times in 1988,:the issue date ad closing
Msurer Topics seqtion brings 4709* Feb 8 Jan 25 Bernard fails

; .-BE readers thempottlng affell4« 11 · agent examth**pend on;
Mar 28 2 Mar 14 4

NEW ORLEANS-Former Loui-
.

2 \-1 -
siana Insurance Commissioner

t Sherman Bernard says he has no
i ER nmer/:naa

Jun 13 3 May 31 plans to enter the insurance busi-
ness after failing the first half of
the state's property/casualty agent

4 0 licensing exam earlier this year
: 5

...t 01 Aug 22 4 Aug 8 . And former Deputy Commis-
stoner John Browne, who failed
both portions of the test admin-

1:ts.. istered last March said he never
.

' . T#pi*i,i,*y do#Sip* I 20. ' , 2 . f,Y Oct 24 5 Oct 10 1: actually planned to become an
agent and currently is operating

S 4/V 42
4:frequecy:Bi0,449,¥ py, , -* * *+. 621.f:zi '' . i' his own insurance consulting busl-

ness

,»t p .3.1 - Ar . 3> 1..9'5,1 I ret . t."18.vt.'Dlilldr-.fJr)d!31[6(4>read*r fof'readet Dec 12 6 Nov 28 Passing the test allows the appli-
-4 1 11 .

cant to hold an agent's license to

.*18UsindkE<A*ad»*tbe] leadet. 1 9
5 ' place commercial and personal

T ell
.43

lines insurance in Louisiana

:iwiian-it-t6Ynesft6 51¢119*i.9011ABQ, SJ-! -4 Att:v tr*:* -.:-i.- . Mr Bernard who was defeated

: ,; dtgdtGd{*j€a)-fit
-- in his re-election bid last year by

I ._.. 2. 'ra .fl?.f· I j<#f©-: 4, 8 9 ..4 * ..;

4 «<4-**3<lu,<--/-sut.'<. .0118"i .,A .,, Doug Green, blamed his licensing
exam score of 44 on a bad back and

:,6 . r
"I can't sit down that long," he

. 41 '. I 4. ..li 'V .: 96*. U: Zf' 1 4*-3€ .2 - 1 said "My back goes out and my leg
31: "is bad That s a three-hour exam

- 4- 1

t .
He added, "I have no intention of

4 - ,

r
1% I .'.' '*'' b: titf.-4 :,4..ef going into theinsurance business

- - r ": D-F, •- 40 A score of 70 lS needed on each
'......I .# ."X. It t *
.

i - portion of the test before an appli-IT '41

- I

.- /
, 1 cant can be granted a license

. f

Mr Browne who scored a 67 on

.· the first portion of the test and a 64
.

, on the second half, said, "I never9

I ./ ..6'pii@*tio*f C«0&71*zinication#-inc·.

,4- R<,5':04',41' r:*.;% r , had plans to become an agent
j .

T.· -

After spending 16 years in the In-
- e

.
surance Department, an agent's 11-

.

. 5 Neiv¥orli .i··,
1-'1 1·*it44.:3;523:1.2 ·*- :.:.C £66.Ange le« cense seemed like a good thing to

: 44773 A have for the future "
«a

(212) 2 10-0228 j{*)1449*27,6< *2*3)*147:1 Mr Browne said the test was
. . S 45' 2. ,/ SYY

"considerably harder" than he ex-
. r- t....i- + pected
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Tips on settling EIL coverage disputes
By COLLIN NASH

NEW YORK-Policyholders
must work harder to settle pollu-
tion liability coverage disputes,
says a legal expert.

The prospects for policyholders
negotiating settlements with their
insurers have eroded, according to
Robert N. Sayler, a partner with
the Washington, D.C.-based law
firm of Covington & Burling.

Pointing out that insurers were
buoyed by the 4th U.S. Circuit
Court of Appeals ruling in Mary-
land Casualty Co. vs. Armco Inc.
(BI, July 27, 1987), insurers are
taking the position "that the
money at stake on environmental
coverage matters is too substantial
to allow significant compromise,"
said Mr. Sayler at the "Environ-
mental Insurance Litigation" con-
ference last month in New York,
sponsored by Executive Enter-
prises Inc.

The 4th Circuit ruled in the
Armco case that because cleanup
costs are essentially preventive,
they are not damages covered
under general liability policies.

But, Mr. Sayler contended that
"corporations have every right to
seek help" from their insurers in
pollution cases.

"CGLs are all-risk policies," Mr.
Sayler said, explaining that be-
cause the comprehensive general
liability insurance policy provides
comprehensive coverage on a com-
prehensive basis, new risks as well
as all existing risks are covered.

The "insurance industry had a
choice between scheduled-risk and

all-risk. They unequivocally chose
comprehensive," Mr. Sayler con-
tended.

Despite this, "significant com-
promise on both sides makes
sense," he said.

Mr. Sayler suggests these ap-
proaches to settlement discussions:

• Both sides should sign stand-
still agreements, which preclude
each party from filing suit while
negotiations are pending.

• Short of revealing proprietary
information, policyholders should
provide substantial information
about the nature of their liabilities
and the company's plans for deal-
ing with them.

• A policyholder can attempt ei-
ther to negotiate a single, or global,
settlement with all primary and
excess insurers or a s6ries of indi-

vidual, or bilateral, settlements
with the insurers. However, each
type poses a new risk to policy-
holders, he said.

A global settlement is difficult
because insurers typically cannot
agree on a fair share among them-
selves due to varying exclusions,
different coverage periods and
other policy provisions, he said.

Although easier than global set-
tlements, a series of bilateral ac-
cords can present unacceptable
risks to the policyholder, he said.
For example, to whatever extent
the policyholder agrees to less than
100 cents on the dollar, there is a
risk that other non-settling insur-
ers may claim that underlying
limits have not been exhausted or

that the settling insurer's pro rata
share of liability is greater than the
settlement amount and therefore

the difference must be "eaten" by
the policyholder.

But, there are a couple factors
that often block these settlements,
Mr. Sayler pointed out.

For example, policyholders often
are reluctant to give insurers unre-
strained discovery during the set-
tlement process, because they
know that this evidence might be
harmful if negotiations fail.

And, there's a premium being
placed on winning the race to the
courthouse because of courts' "in-

consistent response-both on the
merits of environmental coverage

questions and on venue," Mr.
Sayler said.

However, he warned, "there are
limitations on the significance of
winning such a race." For example,
while "the vast majority of courts
tend to honor the plaintiffs' choice

> E&0
INSURANCE
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of forum, so long as jurisdictional
requisites are met, the chosen
forum may decline to adjudicate
some or all of the case," he said.

Also, "the forum court may
choose to apply the law of other
states to all, or part, of the dispute,

./

thereby minimizing the signifi-
cance of the law of the forum
court," Mr. Sayler pointed out.

Despite these limitations, he as-
serted, "choice of forum is signifi-
cant in environmental coverage
disputes and may serve to affect

THE
PERPETUATION

OF

QUALITY

the willingness of parties to engage
in extensive negotiations prior to
the commencement of litigation."

Robert D. Chesler and Michael L.
Rodburg of New Jersey-based
Lowenstein, Sandler, Kohl, Fisher
& Boylan chaired the session. I

The quality ofthe agencies that purchase PAR errors and omission coverage is
proven testimony to the quality ofPAR itsel£ Our partial list ofinsureds proves
beyond question that PAR uniquely benefits large, privately owned agencies.
Adams & Porter Inc.

New York, New York

Adrian N. Baker & Company
St. Louis, Missouri

Barney& Barney
San Diego, California
Bolton and Company
Los Angeles, California
E. G. Bowman Co., Inc.
New York, New York

Boynton Brothers & Company
Perth Amboy. NewJersey
Brandow Howard Kohler &

Rosenbloom, Inc.
Bloomington, Minnesota

Chamberlaine & Flowers, Inc.
Clarksburg, West Virginia
Fred C. Church, Inc.
Lowell, Massachusetts

Clair Insurance Agency, Inc.
Plymouth Meeting, Pennsylvania
Cohen-Seltzer, Inc.

Ft. Washington, Pennsylvania

The Daniel & Henry Company
St. Louis, Missouri

Dean S. Davidson Insurance

Agency, Inc.
Phoenix, Arizona

Curtis Day and Co.
San Francisco, California

Day, Webb & Taylor, Inc.
Aurora, Colorado

The Dilks Agency, Inc.
Mt. Laurel, NewJersey

The Dunlap Corporation
Auburn, Maine

James Econn & Company
Los Angeles, California

Energy Insurance International
Houston, Texas

Evans, Conger, Broussard & McCrea
Bala Cynwyd, Pennsylvania

The Feitelberg Company
Fall River, Massachusetts

Foa & Son Corporation
Mitchel Field, New York

Fox and Fox Insurance Agency
Indianapolis, Indiana
Hatch-Leonard/Markin-Shaw, Inc.
Rochester, New York

Henderson & Phillips, Inc.
Norfolk, Virginia
Homestate Insurance Brokers

ofAlaskA Inc.

Anchorage, Alaska

Insurance Management Associates, Inc.
Wichita, Kansas

Jewett, Barton, Leavy & Kern, Inc.
Portland, Oregon
Sander A. Kessler & Associates

Los Angeles, Calif6rnia
Kinney, Pike, Bell& Conner, Inc.
Rutland, Vermont

H. C. Knight & Company
Philadelphia, Pennsylvania
Lupfer-Frakes, Inc.
Kissimmee, Florida

Maryland Insurance Management
Services, Inc.

Timonium, Maryland

The McElroy-Minister Company
Columbus, Ohio

Fred A. Moreton & Company
Salt Lake City, Utah

Morse, Payson & Noyes Insurance
Portland, Maine

Noyes Services
Media, Pennsylvania
O'Rourke, Andrews & Maroney, Inc.
Ft. Wayne, Indiana

Palmer & Cay/Carswell, Inc.
Savannah, Georgia

Poo4 Bowen, Bartlett & Kennedy, Inc.
Baltimore, Maryland
Putnam, Knudsen& Wieking, Inc.
Oakland, Calif6rnia

Frederick Rauh & Company
Cincinnati, Ohio

Riedman Corporation
Rochester, New York

Riggs, Counselman, Michaels &
Downes, Inc.

Baltimore, Maryland

Sacramento Valley Insurance
Sacramento, Calif6rnia

Serres, Visone & Rice, Inc.
New York, New York

Sobel Amliates, Inc.

Garden City, New York

Speare&Company
Santa Monica. California

Starkweather & Shepley. Inc.
Providence, Rhode Island

Trinder & Norwood, Inc.
White Plains, New York

The Valley National Company
Phoenix, Arizona

Wharton/Lyon & Lyon
Livingston, NewJersey
Woodruff-Sawyer & Co.
San Francisco, Califbrnia

The Woodsmall Companies
Kansas City, Missouri

It isn't easy to have your name added to this distinguished group ofquality
agencies. Y6ur agency must meet strict underwriting standards and make an
ongoing commitment to a most extensive quality control system.

Ifyour agency qualifies and becomes a PAR insured, you will benefit from the
strength ofthese successful agencies and take advantage of PAR's principal objec-
tive -long-term stability The primary policy is underwritten by Fireman's
Fund. An excess layer is available through London markets.

The benefits of PAR far exceed the coverage. A quality age,cy attracts quality
clients. Clients and companies alike will know that your agency is one ofproven
professionalism, expertise, and service.

For more information write:

 INTERNATIONAL Columbus, Ohio 43235

Assurex Community Corporate Center
445 Hutchinson Avenue
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ElL cove rage rulings confusing: Attorney
By COLLIN NASH plained pollution scn pointed out that 'the burden of Black Corp -did not commit fraud

While the market for EIL insur- The new endorsements, Ms proof is on the insurance company against the company when it re-
NEW YORK-Conflicting rul- ance is starting to open up, "the Gleason said following the crier- tc prove the applicability of all ex- lected its claims, according to

ings in environmental coverage lit- available policies provide very res- ence, reflect the insurance ,ndus- clusions " ME Gleason, "brokers are the

igation are making an already- tricted coverage and then only on a try's ecncern over the mounting Meanwhile, the U S District next ligical target for insureds to
cloudy pollution liability insur- claims-made basia," Mr Anderson claims for coverage against Court's decision in UNR Industries sue "
ance picture even more dense for pointed out governmental cleanup demands In- vs Continental Insurance Co Dec.aring that "issues once con-

the lawyers, insurers and policy- The new pollution exclusion for under federal and state stat- demonstrated that insurance sicered clear have become mud-
holders who have to sort through lt CGL policies proposed by the In- utes such as the Comprehensive brokers are no longer exempt from did and ihe seemingly unambl-
to determine if coverage exists surance Services Office Inz (BI, Environmental Response ComEen- pollution coverage litigation, Ms guou a language of insurance

As a result, "the historical rela- July 11) also narrows coverage by sation and Liability Act of 1980, Gleason asserted (BI, June 1, co-tracts contorted," Ms Gleason

tionships that existed between" doing away wi-h coverage for better known as the Superfind 1987) predicted "What lies ahead may

policyholders, insurers, brokers "sudden and accidental" pollution Act Although the lury found that be reminiscent of the Old Chinese
and defense attorneys are eroding, for product habil ty and completed But, becaise the "courts read all several former UNR primary insur- curse 'May you live in interesting

.according to Nancy J Gleason, an operations risks and certain offsite exclusiins narrowly," Mr Ander- eis and its broker-Corroon & tirres
attorney with the Chicago-based
law firm of Dowd & Dowd Ltd

Ms Gleason made her remarks

during the "Environmental Insur-

ance Litigation" conference held
373 tp

% '2'w':A
last month in New York by Execu- \1 ..,341 1-*f. r

S.

/Y r "
e .2, sf- 92:>31'fr .6 . f'· 65 t.94<6-':3;, "1:.E :.iwi

tive Enterprises Inc / '·IM..4.SE,&, twy4.&4<*F# Y:

"Astronomical sums of money
.' '- r <,S# ·

:

are at stake in these cases," Ms 4, '4.-> .1-1.P A,f#Y-6-7-Sut::.r'»rll>'14.1]']52 k. IGleason said, 'and lawyers find
C
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Eugene R. Anderson. r.
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themselves hard-pressed to teep 6 Y

*
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up with court rulings that cannot
r

13be reconciled, interpret statutes
I _4 . 6 53/98''C

r »65 C; :3 51'
4

..3 12; T ,
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and regulations that are complex A (. ' 1 ·T

and convoluted, and counsel eli- Y
ents who are concerned and justi-

..4
4 %./

a
- .
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42 #fi-2 86 4</2
fiably bewildered " 1

a . 49 //.'A* 4

Despite the introduction of new
8.

4

policy forms and endorsements in- . 1

4

'

tended to "eliminate the need to 'f'
.

"
4·a

1

':.
4

litigate questions of coverage," i
t. *f:24..b '..ir.:,

L

pollution coverage litigation is 4 0 . / *2./.961& :4:,5/ f
growing, she said

2 ra .1

61.
But insurers asked for it, con- I -4 5, LI I -id,6.. ,% I:

tended Eugene R Anderson, a "*r.f ·&,2 4 r
4.j,

i-
J.

f

partner with New York-based An- -*' S.3 SAW- r f '1 . 3 '

derson Russell Kill & Olick Ah nt
'e

Policyholders "didn't ask for the -3'J »
.

trouble they're ln, but (insurers) 345,4.- 1 . 4/

did," he said
.

J Z

19
e-¥ •

"They said, 'pay us a premium
•/

America, and we'll take care of I i . '' '1'. I .- R' r&/:4 . ST
you,' "-a promise on which insur- ./

ers increasingly renege, Mr An- -», C U

derson said

"Although environmental insur-
.

. I
-

4.
2. :
u t '1 -I . 2.1*

ante litigation started slowly, it lS ..j :, * h I

now well on its way to pushing e - <48: #4543 4% 1 %. 5t
3 •t· ' -

asbestos insurance litigation / . 11 r /6 ..:4 .
aside" in terms of dollar value and

6 +I'j

04
number of claims, and is raising 15*al

·-R , 5 271

many complex issues in the pro- #72. r,
cess, observed Ms Gleason 1

*c:

For example, she noted, policy- 11* Y t

" v 4 1

-

holders are not only suing primary . .i 6>,
and excess liability insurers, but Sb'.'f, ft..

also environmental impairment 11- _L>-5*.FLF-fer/4..f 1 .=536,1,2,51:- .

ability insurers and first-party
r-property insurers as well 1 3.0.

In turn, EIL and property insur-
%

'7- , 1 :%.»*:,1
ers are suing general liability in- C. 77*·s:, :**Sf*>4·. -
surers

S

Captive insurers also are being .

16 I#

drawn into the litigation, Ms ft
L ' t,i-42•4

Gleason said, citing the Shell 011 :7-=7-5 '-.

Co case in California In that case, I

in which oil Industry captive OIL
Insurance Ltd is a party, Shell lS 7-Lf.1,#f, f f'h -

seeking coverage from more than ..

.:,8,»- .' '

e
--9 3200 of its liability insurers to pay " ... ..5':f.>h/ - '4<9,:-:-. 'Obs:*01

for the cleanup of the the Rocky _z:5 r --,2:' ·i3 fil.j
Mountain Arsenal near Denver and 4. $

4

nia (BI, Oct 12, 1987)

a hazardous waste site in Califor-
b

.

D

4 94,5 u

As illustrated by litigation in-
volving RCA Corp and Travelers ,,:,L,; R :r#2 2 4.- S th-41,
Indemnity Co, in which both CGL :t.;-:*54i1-'154*f,lfar .* 1:7, c' ',# ··- -'f' b"-' ' '* 1' >i>1 *4:
and EIL insurers are defendants,

the original intent of EIL policies
also is being questioned, Ms Glea- W.th all the pressure to keep business costs these days, you could ftnd yourselfpaying
son said down, you know you can't aff6rd to carry more than you should forless coverage than

For example, a question as to
whether EIL policies were in- coverage you don't absolutely need. you should have.
tended to dovetail with general lia- But streamlining too much can leave you Which is whyyou should have Sentry.
bility policies and provide cover-
age in cases in which the CGL overexposed. Andthe way rates fluctuate We're a Best A-rated company offering
policies excluded coverage has yet
to be answered, Ms Gleason ex-

f
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Avoiding courts saves money: Experts
By COLLIN NASH Public Resources legal disputes economically and Calling the policy "an active and were resolved using ADR, resulting

Mr Henry's remarks came dur- out of court, Mr Henry said effective tool to avoid intercor- in a total savings of more than $2 5NEW YORK-Corporations and ing the "Environmental Insurance Chief executive officers and gen- porate litigation," Mr Henry cited million in legal costs, said Mr
insurers locked in costly disputes Litigation" conference last month eral counsels of more than 200 a CPR survey of 61 companies that Henry
over coverage for pollution inci- in New York, sponsored by Execu- major corporations and their sub- used ADR to resolve disputes The "CPR's Legal Program illus-dents can contain costs and speed tive Enterprises Inc sidiaries have signed an ADR Cor- companies saved an average of trates that the driving force ofsettlements by using alternative Encouraging alternative dispute porate Policy Statement commit- $804,000 each by using ADR tech- ADR 15 the corporate law depart-
dispute resolution, legal experts resolution in place of the costly ting their companies to explore niques over a two-year period
say ment and claims department," Mr

and interminable litigation process ADR or early settlement before Some insurers also have initiated Henry said, adding that these em-
"ADR lS proving its worth (espe- is high on CPR's agenda A na- pursuing full-scale litigation with an ADR policy for their claims dis- ployees have an obligation to be-

cially) in large, complex multi- tional coalition of general counsels fellow policy signers, he explained putes, Mr Henry said come "sensitized" to settlement
party disputes," including pollu- from ma]or corporations, partners These companies include Aetna For example, Kathleen Cullen, techniques that

' tion coverage litigation, said James from leading law firms and legal Life & Casualty Co , Chevron USA, director of property and casualty • Drastically reduce costs
F Henry, president and founder of scholars comprise CPR's Legal American Telephone & Telegraph claims at Hartford-based Travelers 0 Limit infighting among defen-
the Manhattan-based Center for Program, developed to resolve Co and Chase Manhattan Bank Corp, reports that 2,700 cases dants

0 Improve the prospects for a
favorable outcome, whether
through settlement or trial

• Provide an ADR procedure to
allocate any liability and costs of
loint defense activities among par-
ticipants

'The driving force ofd
ADR is the corporate
law department and
claims department,'

Mr. Henry says.

%

ADR practices also eliminate
4:. other indirect, yet notable, costs

, j. such as diversion of management
time, lost market opportunities

-- and unwanted publicity by provid-
*r ing a more "rationale, businesslike

approach to dispute resolution,"
Mr Henry said

The minitrial, a non-binding set-
tlement procedure, exemplifies this
process, Mr Henry said

1 Collateral legal issues are set
aside in minitrials, and attorneys

*VI

make abbreviated presentations,
not to a judge or jury, but to bum-

11% ness executives from each side who

are empowered to negotiate a set-
tlement, Mr Henry explained

After attorneys' presentations,
0 !22 ' "the business executives meet

without their lawyers to negotiate
-- an agreement that more frequently

resembles a creative solution to a

business problem than a legal
7 , :fic ]udgment that lS based on dollars

and narrow issues," he said
And, he added, such techniques

will speed the settlement of dis-t.
, 4 putes over pollution coverage

1 "Environmental laws are getting
tougher and, in the long run,

4

•r, i.=4**,
public policy will mean that insur-
ers and insureds will have to share

the burden to clean up sites," said
. t Vincent Fitzpatrick Jr, an attor-

'i 3. ney with the New York-based law
'*

4 * firm of White & Case

\
There are a multitude of obsta-

1 t .4,R 4 cles to settlement of environmental

disputes, Mr Fitzpatrick said
Citing "differences among insur-

ers" as a major obstruction to set-
I * I i tlement, he added that insurers are

1 fearful of settling in one forum
while being accused of bad faith in

k
.

.

41 i •: w
another ]urisdiction

.L

Litigants in a large case involv-
-

ing multiple sites might speed up
negotiations by arranging settle-
ments for some sites-the less con-

troversial, for example-with the
understanding that the agreement
doesn't set a precedent for the re-
maining sites, according to Mr
Fitzpatrick

A Y @ FA A 52 D D Insurers also might "buy out"
of a case by paying an agreed-upon
sum for a given site with the hopes

I 4
1 1 of gaining leniency on the others,

Mr Fitzpatrick added
All parties involved in an en-

great protection, great service, and consis- Andtalk to an insurance company that vironmental coverage dispute must
investigate these and other crea-

tent rates designed to keep your costs both won't leave you out in the cold. tive approaches to settlement, he

predictable and containable-no matter how
said, because "the courts will be

0
Sentry®Insurance looking for someone to pay "

the marketplace changes. The panel was co-chaired by Ro-
National Accounts Department

So call 715/346-6863.
bert D Chesler and Michael L

Sentry Headquarters Rodburg, both with the Roseland,
1800 North Point Drive N J -based law firm of Lowenstein,

®
Stevens Point, WI 54481 Sandler, Kohl, Fisher & Boylan •
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Experts assess future of risk financing
By CAROLYN ALDRED "It is ironic that a product that was m part created to help Mr Cox demonstrated the importance of the alternative mar-

an organization stabilize the impact of unforeseen losses on ket when he pointed out that alternative facillties will pay claims
LONDON-Commercial property/casualty insurers must ree- its financial statement has become a major source of cost msta- from most of the major losses this year, mcluding the Piper Alpha

ognize that alternative rlsk financlng techniques represent a per- bility," Mr Davis explained rig explosion, the May explosion at a Shell 011 Corp refinery in

manent structural change m attitudes toward msurance and risk Meanwhile, as more and more pohcyholders learn more about Louisiana and the Ashland 011 Co spill near Pittsburgh
management, experts say the fundamentals of risk financing, their ability to choose alter- The "insurance business should be allowed to evolve and

However, some insurance mdustry executives speaking at the natives mcreases, he added not look back to what it used to be," Mr Cox summed up

International Insurance Society Inc 's conference, held July 11-14 Insurance is a product that has been oversold by brokers However, other membens of the executive panel argued that the
m London, argued that alternative rlsk financing is a cychcal and insurers, Mr Davis argued But "one result of the last insurers must take stock and return to the basics rather than
phenomenon that has yet to prove itself hard market lS the number of firms that now retain the first "evolve "

"The alternative markets have not been tested (Insurance $25 millton or more of each product's loss and have found the While the challenges facing the industry will increase if it
is a) long-term busmess and losses will happen There is no experience less disconcerting than expected Several of these returns to its basic principles, it wlll survive, said Rudolf Ficker,
reason to believe the alternative markets will fare any dif- firms have indicated that they have redefmed their Ideas of a member of the board of management at Munich Reinsurance
ferentl from the regular industry," said Maurice R Green- what constitutes catastrophic loss and will continue to self-insure Co m Munich, West Germany
berg, president and chief executive officer of Amencan Inter- at previously unthought-of levels," he added "I would hke to see a greater rehance on traditional rein-
national Group Inc of New York And, as the four-day conference progressed, attendees con- surance, more pro-rata business than excess of loss," suggested

But captive insurance companies have advantages over com- tinued to debate whether the growth of alternative risk fin- David N Vermont, a director of reinsurance broker E W Payne
mercial insurers in that they are more specialized and are ancing mechanisms was a cyclical phenomenon or a funda- Ltd of London
not sublect to shareholder pressures, countered James V Davis, mental change to which the msurance mdustry must adapt If the Insurance industry failed to survive and someone had
chairman and chief executive officer of the Advanced Risk Man- "The fundamental problem is that the multiline approach to Invent something to replace it they would probably re-m-
agement Services division of Corroon & Black Corp m Nashville, to msurance business has outhved its usefulness," argued John R vent insurance, said Peter P Fryer, director of Charter Rein-
Tenn Cox, chairman and chief executive ofhcer of ACE Insurance Co surance Co Ltd of London

And, the increasing sophistication of buyers and continued Ltd m Hamilton, Bermuda, during an "executive roundtable" "We are far too defensive at dealing with outsiders who
disenchantment with traditional insurance is "going to lead session at the conference snipe at the insurance industry with very little knowledge,"

to greater retentions" by policyholders, he said The commercial insurance industry is plagued by "unnec- he added
Although the popularity of alternative rlsk financing methods essary overheads" and no longer provides the "best coverage Robm AG Jackson, a director of Merrett Holdings PLC

grew dramatically dunng the hard property/casualty insurance transfer," he said in London, agreed "We've been far too defensive," he said
market of the rmd-1980s, the phenomenon is a structural and "The U S marketplace and Lloyd's (of London) have not He added that "at the end of the day the insurance Industry

permanent change, argued Mr Davis responded" to tndustly'S needs and have "forced the Industry has to get back to making a profit," he said However, "we
"Disenchantment with the msurance mdustIy is widespread as to provide its own capital," said Mr Cox, adding that the are going to see some more blood letting first" before the

an aftermath of the most recent hard cycle, (but) this disenchant- total capitalization of alternative facilities m Bermuda-mclud- industry gets back on track
ment is fading only slowly with the curreni softening of the mar- mg captives and pohcyholder-owned msurers hke A C E-is now "I am concerned about the financial viability of some in-
ket," he said, indicating that the very cychcal nature of commer- about $12 bilhon Risk financmg alternatives are the "only solu- surers and reinsurers throughout the world," Mr Jackson
cial msurance is forcing a structural change tion for many companies," he added warned

23rd Bickley Circus
a tribute to lIS founder

LONDON-The 23rd annual conference delegates
of the International Insurance Society Inc Mr Bickley also is credited with chang-
was in many ways a four-day celebration ing the term "fire and marine insurance"
and recognition of the society's founder, to "property/liability insurance," and also
John S Bickley, who retired as chairman urged that the "American Agency System"
and chief executive officer of the world- be renamed the "Independent Agency Sys-
wide organization tem," the retrospective continues

The IIS's annual seminars were begun by In 1955, Mr Bickley founded the Insur-
, , Mr Bickley, who has been credited as one ance Hall of Fame to "honor the accom-

of the pioneers of risk management, to plishments of those making significant
allow insurance industry executives and contributions to the ability of the insur-
academics from around the world to meet ance business to serve the security needs of

and discuss all aspects of the insurance society," the booklet noted
business Among the early entrants to the Hall of

The "Bickley Circus," as It 13 often re- Fame were Benjamin Franklin and Otto
ferred to by participants, lS held each year von Bismarek
iIi a major city in different countries This Ten years later in 1965, the society's first
year, 365 delegates from 52 countries gath- seminar was held, during which "discus-
ered July 11-14 m London sion groups moderated by quality academ-

From the opening concert and the recita- icians met in 15 different rooms " These
tion of the IIS anthem-whose words were discussion group sessions are still a central
written by Mr Bickley-to the presenta- focus of the annual seminars, the booklet
tion of a life-size bust of Mr Bickley at a states
dinner in London's medieval Guildhall and Meanwhile, more recently the University
the formal transfer of the IIS' top office to of Alabama at Tuscaloosa has offered per-
Kenneth Black, the conference marked a manent offices for the Hall of Fame and

fitting retirement event for the society's the society
"ringmaster " Mr Black, Mr Bickley's successor, cur-

"Besides the society, Bickley's contribu- rently is regents' professor of insurance at
Photo Courtesy of British Tourist Authority tions to the way we all think about the Georgia State University in Atlanta, where

insurance field are pervasive," according he also served as dean of the College of
Insurance executives and academicians gathered in London for the International Insurance to a retrospective booklet about Mr Bick- Business Administration for 15 years
Society conference, which is held in a different city around the world each year. ley that was presented to all conference -By Carolyn Aldred

Greenberg blasts state regulatory syste m
By CAROLYN ALDRED whether we should have a new system" for pect the insurance industry to pick up the companies will survive, he predicted

regulating commercial insurance bill," he explained In recent years "we have failed in our basic
LONDON-State regulation of commercial As large commercial risks are placed across However, as it has done with many other business that 15 underwriting," he said

insurance business in the United States has state borders, "why shouldn't there be a fed- issues, the U S property/casualty insurance With a few sharp rebukes, Mr Greenberg
outgrown its purpose and should be replaced eral charter based on the federal bank sys- industry has failed to effectively voice KS pinpointed several areas where the insurance
by some form of federal regulation, contends tem" to regulate commercial insurance? he case concerning regulatory problems, ac- industry has failed, namely
Maurice R Greenberg, president and chief asked In addition, Mr Greenberg questioned cording to Mr Greenberg • Technology "The insurance industry has
executive officer of American International the need for state guaranty funds for large "I think the industry has not done a bril- been the least effective in its use of technol-
Group Inc of New York commercial risks hant job in advocating our view and I fear for ogy," said Mr Greenberg

"The state regulatory system is a horse- "Why does a commercial risk need to be the future of the business unless it does," he • Personnel "There must be continuing

and-buggy system in a space age," Mr bailed out? Does General Motors need some- said For example, any advances the industry investment in personnel The industry hasn't
Greenberg said at the annual conference of thing to protect them?" he asked, adding that has gained in seeking tort reforms are likely brought into its ranks the brightest and best
the International Insurance Society Inc, held the removal of such funds "might dampen m- to be lost again unless the industry learns to of the students," he said
July 11-14 m London surance cycles in the future " speak with one voice, he warned • Customer service "In one way or an-

The system is "simply not up to the lob" Mr Greenberg said the insurance industry "As rates soften, the pressure for reform other, the insurance industry has failed to re-
and is "not doing the buyers of insurance any increasingly is expected to pay the bills left abates and it seems tort reform wasn't neces- spond to the needs of customers," encourag-
good," he argued, elaborating on his criticism behind by insolvent insurers, including de- san, Some states are questioning whether ing the development of alternative risk fin-
of state regulation at the Risk & Insurance funct captives the changes that were made were necessary ancing methods, he explained
Management Society's annual conference "A number of captives have become lm- Unless the industry speaks with one voice, we • Return on equity "Our industry has not
earlier this year (BI, May 2) paired and there are no solvency funds to bail will be in trouble," he explained had a brilliant record on return on equity In

Although Mr Greenberg recognized the them out When companies in the U S set up In addition, the property/casualty insur- fact, lt'S been mediocre We need to provide
need for state regulation of personal lines in- an insurance subsidiary and then walk away ance insurance industry will see big changes (a better return) or investors will go else-
surance, he said, "we need a debate over when the insurance company fails, they ex- in the coming years, and only the strongest where and reduce our capital," he warned I
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HEMAY NOTBE
COVERED PROPERLY.



Suppose this statue had to be
shipped to another location.

What would happen if it was
damaged in transit?

Chances are the insured would
discover the statue was missing
something very important. Namely,
thousands of dollars in coverage.

Because while certain policies
may protect your property while
it's on your premises, after it leaves,
it could be stripped of virtually all
protection.

With property and casualty needs
becoming increasingly complex,
it's not surprising that businesses
are often unaware of gaps in their
insurance programs.

Last year, American businesses
let millions of dollars slip through
those gaps. Which is why at
CIGNA, we're constantly develop-
ing ways to reduce them.

One way is with our business
package policy. An exceptional
policy we invented and sell more
of than anyone else. It enables

us to tailor specific coverages
and build them around the needs
of your business. Coverages
designed to close gaps. Like our
transportation coverage, which
would guarantee payment for a
loss, even when the shipper of the
statue isn't liable.

Furthermore, at the CIGNA
Companies, we offer an array of
business insurance products rarely
available from a single insurer. All
backed by strong claims service,
experienced loss control specialists
and one of the most advanced
computerized risk-information sys-
tems in the industry.

Without the pr6per coverage,
you could expose yourself to numer-
ous unnecessary risks. Call your
CIGNA company agent, check
your local listings or write CIGNA
Companies, Dept. R16,1600 Arch
Street, Phila., PA 19103 and learn
how we can help fill
in the missing pieces CIGNA
of your program.



IOWA COMMUNITIES
ASSURANCE POOL

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

GOVERNMENTAL SUB-DIVISIONS
IN THE

STATE OF IOWA

ADMINISTERED BY

American Risk Pooling Consultants, Inc

OHIO TOWNSHIP ASSOCIATION
RISK MANAGEMENT AUTHORITY

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

TOWNSHIPS
IN THE

STATE OF OHIO

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

WASHINGTON GOVERNMENTAL

ENTITY POOL

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

LOCAL GOVERNMENTAL OR PUBLIC AGENCIES
IN THE

STATE OF WASHINGTON

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

AMERICAN PUBLIC ENTITY
EXCESS POOL

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

LOCAL GOVERNMENT RISK POOLS

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

We are pleased to announce that after
years of research, development and
refinement the ARPOOL methodology
for the management and sharing of
public entity risk is now a reality.

The rapidly growing family of public
entity risk sharing pools administered by
American Risk Pooling Consultants,
Inc. and utilizing the ARPOOL method
is, we believe, the finest possible testa-

ment to the singular superiority of our
product.

While anticipating dramatic growth in
the number of ARPCO administered

public entity pools in 1988, be assured
we are not resting on our laurels. New
products, better delivery systems and
answers to problems soluble only -

through the application of the ARPOOL
method are forthcoming.

Inquiries from appropriate parties are
always welcome.

American Risk Pooling Consultants, Inc.
P.O. Box 5088 • Southfield. Michigan 48086

Telephone: (313) 358-4010 • Telefax: (313) 358-2459 • Telex: 23-5635

SOUTH DAKOTA

PUBLIC ASSURANCE ALLIANCE

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

GOVERNMENTAL ENTITIES
IN THE

STATE OF SOUTH DAKOTA

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

PUBLIC ENTITIES POOL OF OHIO

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

POLITICAL SUB-DIVISIONS
IN THE

STATE OF OHIO

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

PENNSYLVANIA INTERGOVERNMENTAL

RISK MANAGEMENT ASSOCIATION

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES
FOR

GOVERNMENTAL ENTITIES
IN THE

STATE OF PENNSYLVANIA

ADMINISTERED BY

American Risk Pooling Consultants, Inc.

THE STAR POOL

A LOCAL GOVERNMENT RISK POOL
PROVIDING

RISK MANAGEMENT SERVICES
AND

RISK SHARING FACILITIES

FOR

LAW ENFORCEMENT AGENCIES
WHICH ARE MEMBERS OF

THE NATIONAL SHERIFFS' ASSOCIATION

ADMINISTERED BY

American Risk Pooling Consultants, Inc.
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1 DRG dangers
System calls for a new twist to hospital cost containmentIf By Lisa Garrigan are those who stay m the hospital from one to three was drawn from our case files.

days. Certamly, a hospital would benefit if a patient .

A s STATES ADOPT diagnostic related group A patient with lung cancer enters the hospital for
stayed one day longer than the short-stay trimpoint treatment The lung tumor is moperable so the patientflpayment systems for all hospital charges, and, therefore, qualtfy for a full DRG payment The w111 receive a full course of combination chemotherapyemployers may need to adopt new approaches to differences in reimbursement between a short-stay for hve days This mfusion chemotherapy treatmentcontrol health care costs payment and a full DRG payment can be considerable will be followed by one dosage of radiation therapy

DRG reimbursement is essentially a case-payment Another cost-containment measure-preadmission The patient wlll then be discharged and the full course» system, with a case being defmed as a hospital review-becomes even more important m a DRG of radiation therapy wtll be given on an outpatient
7 discharge Under this type of reimbursement system, system Every hospital admission has a good chance of basis "

hospitals are encouraged to generate more admissions generatmg a claim for a full DRG payment A new The hospital may code this case m three diferent3 unth shorter lengths of stay and to fine tune their twist to the preadmission process is mcorporating the ways, yielding three different DRGs The above
medical coding practices to reflect a case's medical knowledge that preoperative testing outside the example could appear on a claim coded to ht into

....8.
complexity and severtty hospital does not always save costs for the employer any one of the following DRGs

Payers, on the other hand, must dillgently momtor • DRG 082, "respiratory neoplasms," which carries a
the appropriateness of admissions and the accuracy of -

hospital coding Speaking out weight of 2 1022
• DRG 409, "admission for radiotherapy," 1 5127

DRGs have been used nationwide by the federal • DRG 410, "admission for chemotherapy," 0.8331.
Medicare program smce 1983 to determme patient DRG payment was devised to include all ancillary If the above case were treated at a hospital with
classifications and their correspondmg reimbursement and testing costs required for the care of a patient an average DRG payment of $4,000, then DRG 082
value Several states also have adopted DRG-hke case In some instances, it may be more cost-effective to would pay about $8,408 80, DRG 409, $6,050 80, and
payment systems for their Medicaid programs And, have all testing done as an inpatient, so as to avoid DRG 410, $3,332.40
three Northeastern states-Connecticut, New Jersey paying separate outpatient charges, plus a full DRG One of these DRGs is correct, but which one?
and New York-have adopted DRG "all-payer" payment A preliminary DRG may be assigned at the Undoubtedly a hospital and payer might arrive at
systems, in which the DRG system is used to calculate preadmission stage to be compared at a later date with diferent answers to this question Hospitals have been
hospital charges for all payers. While each state has a the actual DRG assigned to the claim Discrepancies suspected of coding m their favor and the results of
slightly diferent set of DRGs and methods for between the DRG assignment made at the audits on Medicare DRG payments support this
calculatmg payment, they share the practice of all preadmission stage as compared to the DRG suspicion A federal study in which a random selectionhospitals being paid by the case, rather than according assignment made after discharge may serve as a tngger of medical records were reviewed for the correctness of 
to the number of days in a hospital stay or according to for a DRG validation review the DRG assignment found that almost 21% of the 1

posted charges Once a DRG claim is submitted to the payer, how DRG assignments were m error 1

When New York entered mto the DRG system as can the DRG assignment be venfied? Hospital charges If errors occurred randomly, approximately 50% 1

of Jan 1, 1988, the number of DRG claims submitted to may have been closely examined and compared with would favor the hospital and 50% would favor the
:11

health insurers more than doubled There are the medical documentation in a traditional bill audit, payer This, however, was not the finding of the study,
approximately 1 3 milhon non-Medicare/Medicaid but this practice is not relevant to a DRG bill As a which reported that almost 62% of the errors benehted
hospitalizations in New York annually, compared with result, DRG vahdation is a critical cost-containment the hospitals Our own tabulation of randomly selected
600,000 m New Jersey and 255,000 m Connecticut. nneasure. cases that undergo DRG validation has shown that 70%

The introduction of DRGs adds a new wnnkle to To see the value of this vahdation, further of the assignment errors favor the hospitals
employers' cost control efforts explanation of DRG reimbursement is needed One of the most compelling reasons for DRG

One tool for monitoring hospital charges is Each DRG is numencally weighted to reflect the validation is to address the concerns of health plan
concurrent review, which was designed to ensure that expected level of hospital services required For benehciaries with 20% copayment arrangements Fo
patients did not linger needlessly m the hospital and example, m New York, DRG 104--44cardiac valve those hospital bills where there is a significant
increase per diem charges In a DRG system, a procedure unth pump and cardiac difference between the hospital charges and the
hospital's financial mterest dictates that a patient leave catheterization"-has a weight of 8 9695, while DRG requested DRG amount-and the difference is in favor
as soon as is medically possible As such, concurrent 163-"herma procedures, age 0-17"-has a weight of of the hospital-patients are prompted to ask, "Why do
review is a hmited tool for momtorlng DRG cases 0 4524 I have to pay 20% of the DRG bill, when the hospital's
because a patient's length of stay is no longer a ma]or The DRG weight plays the most critical role in actual cost was less?"
financial concern to the payer calculatmg the hospital reimbursement The first step m designmg an effective DRG

There are, however, two Instances where it may be Higher-weighted DRGs equal a greater dollar value vahdation program is to develop systems to identify
worthwhile for a payer to concurrently monitor a Every case is assigned to a DRG after the patient claims that should receive DRG monitonng This
patient's stay The first instance is the patient with has been discharged. The system is designed so that involves implementing claim selection crlteria so that
a long length of stay (LOS), who is approaching each DRG group is mutually exclusive, meaning that a claims with speclfic aberrant charactenstics are
"outher" status LOS outher status means that the case can qualify for placement in only one DRG selected for review

patient has remained m the hospital for an In the three states mentioned above, the number For example, our DRG validation looks for
extraordinanly long penod of time In such cases the of DRGs ranges from 472 m New Jersey to 518 m • Unsubstantiated second diagnoses
hospital may be ellgible to receive a fee m addition to New York New York has the greatest number of • Inclusion of secondary diagnosis relatmg to earherthe regular DRG amount categories because it has developed 15 new categories episodes that have no beanng on the stay being

The number of days a patient must be m the hospital specific to people with acquired immune deficiency reviewed

m order to qualify varies with each DRG While only a syndrome, and another 35 new groups for newborn • Designation of pnncipal diagnosis/procedure
small percentage of claims qualify as LOS outhers, a infants without a clear medical basis
payer should be alert to reviewing patients who are In those three states, it is the hospital's responsibihty Since DRGs are relatively new to non-Medicare
staying m the hospital longer than average because to make the DRG assignment and mdicate the DRG cases, payers should examine how this system has
they may require long-term catastrophic case number on the claim A computer program known as a been audited in the past and use these techniques as
management "grouper" is commonly used to make DRG a starting point for improvmg ways to select cases

Thus, concurrent review programs should be assignments Although it technically is possible to for review

modihed to focus on those patients remaining in the figure out a DRG assignment without a grouper, it is With DRG validation complementing enstlng
hospital longer than the statistical norm in order to also extremely time consummg and most hospitals use cost-containment measures like concurrent review and

1
prevent LOS outher payments and identify cases in the computenzed method. preadmission review, employers m all-payer DRG

1 need of Intensive management The key factors needed to make DRG assignment states are on their way to containing unnecessary
Another apphcation for concurrent review in a DRG are the principal diagnosis, principal procedure, the health care costs

system is to assure that cases are appropriately second, third and fourth diagnoses and procedure
assigned a "short-stay" status Short-stay cases are codes, and the sequence m which they are ordered
those patients that stay m the hospital for an unusually The grouper formula also needs other data, such Lisa Garrigan ts director ofshort penod of time Short-stay cases do not entitle a as patient age, sex and discharge status. This basic , corporate planning andhospital to receive a full DRG reimbursement, mstead, patient demographic information is generally development for Island Peer

the hospital receives a lower relmoursement based on a straightforward and easily venfied. It is the medical - - - 1 Review Organuation in Rego Park,per diem rate codmg that channels the case to the DRG assignment  2- d NY IPRO 25 a national medical
Each DRG has a set of points, called "trimpoints," that requires close verification - )AF review firm that specializes in

at vbhich the claim is considered a short stay, an A hospital's medical coding can be discretionary, diagnostic related group ,
average stay or a long stay. Short-stay patients usually however As an illustration, the followmg example n vahdatzons

L__L ' 01
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Benefits of coverage limitations
By The Insurance Institute

of America

The following question and answer
are drawn from the curriculum for the
Associate in Risk Management
designation awarded by the Insurance
Institute Of America. They represent
the type Of questions asked-and the
possible answers-in one of the three
examinations for the A.R.M.

designation.

This month's exercise, taken from a
recent national examination in ARM

56, risk financing, deals with how
limitations in insurance policies-such
as exclusions and deductibles, which

are normally considered tofavor
insurers at policyholders'

expense-may benefit both Of these
parties to an insurance transaction.

Q: Some critics of insurance have
stated that exclusions in insurance

contracts benefit only insurers by
reducing their obligations to
policyholders, thus raising their
underwriting profits. In rebuttal:

• Give two advantages, other than
increased underwriting profits, that
can be achieved through the proper
use of exclusions in policies covering
property and net income loss
exposures of business firms.

• Explain whether each of these
advantages benefits only insurers,
only policyholders, or both.

Explain whether you agree or

 - *4 4" A.Ue
disagree with each of the following
statements the president of a small
manufacturing company made about
the company's property/casualty
insurance program:

• "The deductibles in our property
insurance policies have s6 greatly
reduced the cost of this insurance that

we should have some deductibles

written into our liability policies as
well."

• "Although reporting form policies
on the contents of our buildings and
our inventories take time to complete,
these forms do increase the efficiency
of our insurance program by
minimizing the possibility of any
overinsurance or underinsurance."

A: For convenience, this answer
combines both parts of the question,
describing both the advantage of
coverage exclusions and explaining
the party or parties that benefit from
each advantage.

• Among numerous possible
advantages of insurance contract
exclusions, one is to eliminate
coverage of atypical exposures. This
limitation benefits most

policyholders-who therefore do not
need to pay premiums for unneeded
coverage--and insurers, who are
excused from coverage of the excluded
exposure unless they subscribe to, and

erases
7 7

charge extra for, separate coverage of
the normally excluded unusual
exposure.

A second benefit of exclusions is to

simplify the underwriting process, an
advantage usually most appreciated
by insurers that normally need not
concern themselves with an excluded

exposure.

A third group of exclusions clarifies
coverage and avoids duplicate
insurance, thereby benefiting
primarily policyholders-who need
not pay for redundant coverage-but
also assisting insurers by minimizing
potential disputes regarding the
existence of coverage and the proper
treatment of "other insurance."

• One might agree with some
aspects of this statement about
deductibles, while disagreeing with
other aspects of it.

In disagreement with the notion that
deductibles would lower the cost of

liability insurance, the quoted
statement ignores the need for, and the
cost of providing,
investigation/defense services that
insurers normally furnish without
additional cost to policyholders.
Furthermore, if an organization were
to adopt a substantial deductible for
its liability coverages, it might well
ultimately retain aggregate losses
greater than the premium credits an

insurer could feasibly give for a given
deductible. Consequently, the
policyholder's overall liability risk
financing costs would be likely to rise.

To agree with the quotation, one
might contend that the cost savings for
a policyholder that purchases a
liability policy with a deductible
would be significant.

These savings could be particularly
important with respect to small
claims, for which many policyholders
can provide more cost-effective claims
management than can many liability
insurers.

• All aspects of this second
quotation appear to be true.
Completing the documents required
for reporting form coverage can
require some time, but proper use of
reporting forms does tend to match the
value of the policyholder's exposures
with the amounts of insurance

actually purchased.
The reporting form limits the

insurer's liability to the values
charged, while charging the
policyholder only for coverage
equaling these values.

The sample questions and answers
used in this column are taken from the
Associate in Risk Management
designation curriculum of the IIA. For

more information on the content Of the
A.R.M. program, write Dr. G.L. Head,

Vp, Insurance Institute Of America,
P.O. Box 314, Malvern, Pa. 19355.

Teaching insurance to children
"My Dad Sells Insurance"
By Richard C. Shaw
Published by Shaw & Co., 18 South Mill, South
Glastonbury, Conn. 06073
$33.95

By Alison Kittrell

It isn't often that we review children's books in these

pages, but this one merits a look.
Richard C. Shaw, who has worked in the insurance

industry since 1972, wrote this charming book in
response to questions from his young son, Richard,
about what his father does for a living. Mr. Shaw is
president of Phoenix General Insurance Co. in
Hartford, Conn., and chairman of American Brokerage
Corp., which has 154 employees in Connecticut, New
York and Pennsylvania.

In the book-which is based on actual

experience-young Richard is assigned a homework
project to report on what his mother or father does at
work. Richard realizes that he has a clear idea of the

jobs held by the parents of his friends John, whose
father is a fireman, and Susan, whose mother is an

Books&/deas

emergency room physician. But he has no idea what
his own father does at work.

Richard says, "I knew my Dad sells insurance, but I
never really saw him do it." He knows that his father
often works long hours and that he has an office with a
computer. He knows that his dad talks to people on the
phone and that he does a lot of paper work. But, the
youngster finally admits, all he knows about his
father's job is that, "I think insurance is about papers
and money."

So he asks his father to explain. And Mr. Shaw
begins by tellmg his son, "People buy insurance
because they love someone that they want to protect, or
because they own something that they want to
protect." And then he goes on to give young Richard
examples of how the insurance he sold to people helped
them out in times of trouble.

Finally, Richard is able to write a report that
explains to his classmates what his father does. He
says, "Insurance isn't something that you can see like a
house or a car or food, but it protects you and

everybody needs it." And, he concludes his report by
saying, "My Dad is proud of what he does, and I'm
proud of him, too."

The book does a good job of explaining the theory
and practice of insurance in concrete terms that
children can understand. And the delicate illustrations

reinforce the message.
Despite its title, the book is not sexist and would be

just as valuable if it were called "My Mom Sells
Insurance."

In explaining why he wrote the book, Mr. Shaw says,
"Insurance agents need to be able to clearly explain
what they do and why they feel good about it.
Certainly popular public opinion about insurance isn't
the proper message for our children to use as their
learning base."

Phoenix Mutual Life Insurance Co., which owns both
American Brokerage Corp. and Phoenix General,
agrees and is distributing the book to schools, libraries
and its employees.

"My Dad Sells Insurance" is a thoughtful and well-
written book that will charm and enlighten the chil-
dren-and maybe even the spouse or parents-of any
dad or mom who deals with insurance.

Excess insurer not liable for primary cover
The U.S. Court of Appeals for the

5th Circuit held that, under Louisiana
law, an excess insurer was not

obligated to provide primary coverage
or defense to claims covered under the

primary policy when the underlying
insurer became insolvent.

Steve D. Thompson Trucking Inc.
purchased a primary liability
insurance policy from Northwest
Insurance Co. covering the period May
1, 1982 to May 1, 1983. Thompson also
purchased an umbrella liability policy

from Twin City Fire Insurance Co.
that provided excess coverage for the
same period. While both policies were
in effect, six personal injury suits were
filed against Thompson. Northwest
undertook the defense but terminated
its defense when it became insolvent.

Thompson requested Twin City to
indemnify and defend, which it
refused to do. Thompson then brought
suit against Twin City. The trial court
ruled for Twin City.

On appeal, Thompson argued that

X

Legal bliefs
when the primary insurer became
insolvent, the Twin City policy
"dropped down" to cover the claims.
The court said that an excess

insurance policy provides coverage
that begins only after a predetermined
amount of principal coverage is
exhausted. This underlying coverage,
the court said, reduces the risk that an

excess insurer will have to pay for

losses incurred by the policyholder.
Furthermore, the court said this
reduced risk to the insurer translates

into a Peduced premium for the
policyholder. According to the court,
the Twin City policy was clearly
intended to provide coverage over and
above the coverage provided by the
primary insurer.

Steve D. Thompson Trucking vs.
Twin City Fire Insurance, U.S. Court

of Appeals for the 5th Circuit, Oct. 27,
1987 (BI/02/Aug.-$10).
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Committee to act on pension portability
WASHINGTON-The House Ways and Means Commit- fit exceeded $3,500, if the benefit is not paid in a lump sum And, Rep Pickle called the bill a "good positive ap-

tee will act on a pension portability bill this year, promises or if the employee was at retirement age when his employ- proach "
Oversight Subcommittee Chairman J J Pickle, D-Texas ment ended. Richard Fay, a partner in the Washington, DC, office of

At a hearing earlier this month on pension portability, The assets could remain in the IRA until retirement or the law firm of Reed, Smith, Shaw & McClay, representing
Rep Pickle promised bill sponsor Rep James Jeffords, R- could be transferred into another qualified retirement the Washington-based National Assn of Manufacturers,
Vt, that the committee would consider the legislation this plan said NAM "supports H R 1961 as a positive step toward
year The bill also would, among other things, allow all em- encouraging savings for retirement through expanding

1 However, the bill probably will not get to the House floor ployers, regardless of size, to establish a salary reduction opportunities for pension coverage and by providing
this year because of time constraints. feature for simplified employee pension plans Under the an alternative to cashing out vested, terminated employ-

The bill, H R 1961, unanimously passed the House Edu- Tax Reform Act of 1986, only employers with 25 or fewer ees "
cation and Labor Committee in April and then was re- employees may establish a salary reduction feature for However, Alan V. Reuther, associate general counsel for
ferred to the House Ways and Means Committee (BI, May SEPs the United Auto Workers union in Washington, said that
9). Although the Reagan administration has not taken an although the UAW "supports the general policy underly-

Under the bill, employers would be required-with three official stance on the bill, Assistant Labor Secretary David mg" the legislation, the bill does not address .the funda-

exceptions-to transfer lump-sum distributions from pen- M Walker said the legislation has "some positive fea- mental problem of pension portability-that is, providing
sion plans to an employee's individual retirement account tures." some mechanism for workers to carry their credited service
when the employee left the company. Mr. Walker said the bill is "a modest first step-it's a from job to job "

However, the transfer would not be required if the bene- beginning, not an end " -By Deborah Shalowitz

Pension portability 25% of the benefits they would have received The Congressional Budget Office's Ms the improvement in employees' retirement
if they had stayed with the same employer Marcuss explained that while "all sponsors income would depend on the scale on which

Continued from page 3 for their entire careers of defined benefit plans could be required to the proposal is adopted
employer because the job-hopper's pension The solution to these problems lies in pen- recognize a worker's service from a previous For example, one nationwide pension pool
benefits upon termination from each plan sion portability, said representatives of employer's plan, such a requirement could that would recognize full credit for all years
are frozen and will not reflect salary growth unions and consumer groups, who outlined work only if all defined benefit plans had worked in different Jobs could be estab-
between the time he leaves the plan and the ways to make pensions portable very similar rules and pooled their liabili- lished Or, service credit pooling could be
time he retires For instance, Donald S Grubbs Jr , presi- ties instituted on an industrywi(ie or regional

Defined benefit plan participants who dent of Grubbs & Co Inc, an actuarial firm ' It is doubtful that businesses and other basis, the study explained
have switched Jobs "only qualify for a pen- in Silver Spring, Md, suggested that a fed- employers would continue to sponsor single- Because there is such a wide variation be-

sion benefit that is fixed in amount at the eral portable pension fund be established employer defined benefit plans in such an tween the effects of these and other service
time employment is terminated," explained to permit employers to automatically rol- environment of uniformity," she warned credit pooling proposals, costs could not be
Alan V Reuther, associate general counsel to lover into the fund the vested pension bene- Joseph F Delfico, senior associate director estimated, the study said
the United Auto Workers union in Washing- fits of a former employee of the human resources division of the U S Richard Fay, a partner in the Washington,
ton "Their pension benefits will then suffer This would prevent employees from General Accounting Office, pointed out that DC, office of the law firm Reed, Smith,
from steadily eroding purchasing power " spending lump-sum distributions from de- portability of service credits for defined Shaw & McClay, testifying on behalf of the

In comparison, an individual who changes fined contribution and defined benefit pen- benefit plans "would pose substantial ad- Washington-based National Assn of Manu-
Jobs several times and is a participant of sev- mon plans ministrative problems " facturers, warned that "pension portability,
eral defined contribution plans will not ex- Under the Employee Retirement Income For example, "special cost-sharing ar- if applied excessively and without regard to
peinence this same retirement income loss if Security Act, when an employee leaves a rangements would have to be implemented employer flexibility, may actually damage
his vested pension assets remain in the plans company, the employer may "cash-out" the to avoid shifting the entire economic conse- the very system it seeks to help "
or are rolled over into an individual retire- employee's vested benefits in one lump sum quences of preventing Job mobility loss to The Treasury Department's Mr Steuerle
ment account because the assets continue "Most Individuals receiving lump-sum dis- workers' final employers," he said stated that "in evaluating portability pro-
to earn interest tributions spend these amounts rather than And, the Hay/Huggins study noted that "it posals, one should remember that pension

The Hay/Huggins study, which was re- rolling them over" into an IRA, Mr Grubbs lS unlikely that this approach (of service benefit differentials between mobile and
leased last week, confirmed that retirement said "If a portable pension fund were avail- credit portability) could be achieved without long-term employees may be the result of ap-
income losses among participants of defined able into which these amounts could be also requiring employers to have a pension propriate employer decisions
benefit plans "are closely related to the channeled, the pensions could be preserved plan" "Pension plans are, first and foremost, an
number of career ]ob changes " for the employee while still avoiding the ad- "Given the cost of portability of ser- employee benefit offered by the sponsoring

For example, defined benefit plan particl- ministrative burden upon the employer," he vice and the generally heavier regulatory employer," he reminded the panel "In gen-
pants who held two Jobs experienced a 10% continued burden borne by defined benefit plans, de- eral, the intended purpose of offering any
loss in the value of their potential private But, pension experts said that allowing a fined benefit plan continuation and plan employee benefit is to attract and retain
pension benefits, while workers with three worker's years of service at one company to formation may be discouraged," Mr Delfico quality employees Similarly, most employee
Job changes had an average loss of slightly be credited toward another company's de- said benefits, particularly company-sponsored
more than 20%, the study said Workers with fined benefit pension plan is not a viable The Hay/Huggins study said the cost to pension plans, seek to encourage worker lon-
four job changes lost an average of nearly way to make pensions more portable employers of service credit portability and gevity and reward long-term service " .

ISO pollution endorsements f

Continued from page 3 mon of Reliance Group Holdings Inc of New York, writes specifies it would carry its own aggregate limit
"I'm sure that insurers would be interested in this or we limits of $1 million per claim with a $2 million aggregate Mr Lange said larger companies like Boeing would need to

wouldn't put it out," added an ISO spokeswoman However, ECS' Mr Rosenberg said he is .really leery" of writing know that excess insurers also would provide pollution cov-
she did not know of any insurers who encouraged ISO to pollution coverage on the CGL policy form, noting ECS erage above the limits provided by the CGL policy
develop the endorsement thinks lt lS better "to segregate the non-pollution and the Both Mr Lange and Ms Doyle said an endorsement totally

Mr Swalm speculated that the companies that are writing pollution" coverage excluding pollution coverage from the CGL policy is not nec-
pollution coverage now "are comfortable with what they However, risk managers like the idea of adding a pollution essary because the pollution coverage afforded under the
have"-specially developed EIL forms buy-back to the CGL policy current CGL policy is so limited

Currently, only three insurers write pollution coverage, "There's certainly a desire to have some options for pollu- "A total exclusion isn't much different than what we've got

and all three write the coverage on a stand-alone basis only tion insurance," said Scott K Lange, manager of liability now," Mr Lange quipped
(BI, March 21) and corporate insurance for The Boeing Co in Seattle Hartford's Mr Sterling pointed out that "a number of

New York-based American International Group Inc writes Lorraine A Doyle, insurance supervisor for AMAX Inc , a companies-including Hartford-have their own absolute
stand-alone EIL insurance with limits of $15 million per mining company in Greenwich, Conn, said she would prefer pollution exclusion" already
claim and $15 million aggregate The Pollution Liability In- to buy pollution coverage on a CGL form because it is easier The ISO pollution buy-back endorsement would extend
surance Assn based in Downers Grove, Ill, writes EIL cover- to deal with one insurer than two. pollution coverage to on-site exposures and ongoing opera-
age with limits of $2 million per claim with a $2 mil- However, she added that "limits are everything" and ques- tions and would cover both sudden and gradual exposures
lion aggregate tioned how much pollution coverage CGL insurers would be However, neither the current CGL policy or the endorse-

Reliance National Risk Specialists, an underwriting divi- willing to write The ISO pollution buy-back endorsement ment would cover government-ordered waste cleanups m

Institute blasts OSHA
Continued from page 3 worker died from exposure to cyanide Currently, criminal prosecution is allowed under the OSHA
cide Barriers to Job Safety Prosecution m the U S ," Mr Kin- The three defendants, who were sentenced to 25 years m Act only when there is a fatality
ney pomted out that about 61,000 men and women die each year pnson, are appeallng the convictions mI, March 23, 1987) The institute also proposes that the Justice Department

from work-related miurles or disease According to the institute's report, OSHA inspected the Film • Establish an OSHA section to train prosecutors and
"Many Americans labor under the myth that the United States Recovery plant after the worker's death and fined the company OSHA inspectors on what is required to build a "sound crim-

has a superior safety record which exceeds most Industnallzed only $4,855 for 20 safety violations inal ]ob safety case "
nations This is not true, the Umted States has an annual con- Where local prosecutors have taken steps to prosecute safety • Encourage prosecutions by allowing OSHA to refer cases
struction fatahty rate of 39 deaths per 100,000," he said, addmg violators, defendants have mcreasmgly argued that OSHA has directly to local U S attorneys
that this is higher than the rate m nations like the United King- the sole authority in such matters, Mr Kinney said And, the institute is asking OSHA, among other things, to
dom, Greece, Finland, New Zealand, Spam and France For example, aggravated assault charges against five Chicago • Employ criminal investigators

The institute cites both OSHA and Justice Department bureau- Magnet Wire Corp executives were dismissed because the firm • Accelerate standards to eliminate occupational diseases
cracy for the lack of cnminal job safety prosecutions. successfully argued that federal regulations superseded state and develop strategies to prosecute violators

Job safety or health violations are reviewed by seven adminis- cnminal laws (BI, Dec 30,1985) The Cook County state's attor- In response to the charges in the report, OSHA's Mr White
trative offices before reaching tnal flve within OSHA and two ney's office is appealmg the dismissal said the agency has taken the necessary steps to discourage
within the Justice Department "At any step m the process the Mr Kinney wants Congress to bar employers from escapmg companies and managers from violating OSHA rules
case can be dropped from consideration," Mr Kinney wrote prosecution by claiming that OSHA exempts local laws "OSHA's lob iS to look at all of the industry and make

The report also charges that the lack of prosecutions by the The institute also asks that the OSHA Act be amended to decisions on a per-case basis We refer cases to the Depart-
Justice Department reflect a bias toward employers • Increase prison terms for safety violators Criminal vio- ment of Justice, but they turned them down We have ulti-

However, the report says that lob safety prosecutions can be lations of the OSHA Act should be a felony offense rather mately referred to them many more cases than they've prose-
successful, specifically notmg the criminal charges filed by the than a misdemeanor Imprisonment should be increased to up cuted," Mr White said
Cook County, Ill, state's attorney's office agamst the officers of to 20 years from the current six months
Film Recovery Systems Inc, a now-defunct Ilhnois firm The • Mandate that state job safety agencies implement crimi- Copies of the report are available for $15 from the National
company was flned $24,000 and three of its executives were later nal enforcement programs Safe Workplace Institute, 122 S ,M:ch:gan Ave, Suite 1450,
convicted of murder and 14 counts of reckless conduct after a • Make assault and reckless management federal crimes Chicago, Ill 60603, 312-939-0690



Lloyd's chairman
slams Nader report

Bv STACY SHAPIRO
andCAROLYN ALDRED London

MONTEREY, Calif.-After sev-
eral weeks of silence, Lloyd's of
London Chairman Murray
Lawrence is lambasting a report
released by consumer advocate
Ralph Nader that called Lloyd's "a
driving force" behind the liability
insurance crisis of the mid-1980s
(BI, July 11).

The report is full of "misunder-
standings, half-truths or straight
inaccuracies," Mr. Lawrence said
at the 20th Western States Surplus
Lines Conference last week in
Monterey, Calif.

Mr. Lawrence pointed out what
he said were the most important
errors in the report published by
The Center for the Study of Re-
sponsive Law. The allegations in
the report parallel many of the
charges contained in antitrust suits
against the insurance industry
filed by 19 state attorneys general.

First, Mr. Lawrence denied the
report's allegations that Lloyd's
three-year accounting system is a
tax break and is used to mislead
regulators about profitability.

The three-year accounting sys-
tem, which is used by other Lon-
don marine underwriters, "is as
valid today as it ever has been," he
said. "You will readily understand
that to allow that business to de-

velop for 36 months before making
that once-and-for-all payment is
the shortest practicable period."

Profits cannot be distributed to
Lloyd's members for three years
after an underwriting year ends,
though U.S. investment income is
taxed during that period, added
Mr. Lawrence, noting the system
hardly offers "a tax break."

He also denied the allegation that
Lloyd's remains "virtually unregu-
lated in the U.K. and U.S.A." and
that "Lloyd's system of self-regula-
tion and limited disclosure has re-
mained essentially unchanged."

Lloyd's is an approved reinsurer
throughout the United States, is an
admitted insurer in Illinois, Ken-
tucky and the U.S. Virgin Islands
and is an eligible surplus lines in-
surer in all other states, he pointed
out. Lloyd's files annual audited fi-
nancial statements to the U.S. Trea-
sury Department, many state insur-
ance departments and the National
Assn. of Insurance Commissioners,
he added.

And, in the United Kingdom,
Lloyd's must comply with the In-
surance Companies Act of 1982 and
file audited returns with the De-
partment of Trade and Industry an-
nually, he said. Lloyd's also is re-
quired to comply with the
Restrictive Trade Practices Act of

1976, Canadian regulations and the
European Community directives co-
vering insurance, he said.

And, while Lloyd's regulates it-
self under the Lloyd's Act of 1982,
Mr. Lawrence noted that the Coun-

cil of Lloyd's has approved more
than 60 bylaws since its inception in
1983 and has ratified 43 of the 70
recommendations made by a gov-
ernment reform committee chaired
by Sir Patrick Neill.

"Thus I think you will agree that
accusation simply does not stand
up to an examination of the facts,"
said Mr. Lawrence.

Finally, the Lloyd's chairman
denied that Lloyd's "dominates the
world's insurance market," operates
"at huge profit levels" and artifi-
cially decreases those profits by
"mismanaged cash-flow under-
writing practices" and "overreserv-
ing."

"One really wonders where to
start in setting the record straight,"
said Mr. Lawrence, adding that
during 1982 to 1984, the last three

years closed under Lloyd's account-
ing system, Lloyd's total profits
were only $855 million. He com-
pared those profits with the huge
risks accepted by Lloyd's members,
like the Piper Alpha oil rig in the
North Sea, the loss of which could
cost more than $1 billion (BI, July
18; July 11).

He also noted that Lloyd's 1985
results, to be announced in Sep-
tember, will show "that the overall
balance will be rather less than we

anticipated," later calling Lloyd's
profits "hardly a handsome reward
for risk run."

Finally, Mr. Lawrence refuted
criticism in the report that Lloyd's
dominated the U.S. reinsurance
market in the mid-1980s when much

of the property/casualty industry
fled the market.

"Are we to be criticized when in

line with our tradition of trying at
all costs to provide continuity to
our clients, due to the actions of
others in withdrawing from the
market, we are one of the few or
indeed the only market willing to
make terms?" he asked.

"What would our critics prefer-a
withdrawal of all markets from the
business, i.e. a total boycott? I am
proud of our underwriters that they
still honor the concept of continuity
however difficult that might be."

Mr. Lawrence also referred to a

July 11 article in Business Insur-
ance in which U.S. reinsurance in-

dustry leaders refuted that Lloyd's
dominates the U.S. reinsurance
market.

New syndicates
Lloyd's of London underwriting

agencies hope to form 28 new syn-
dicates next year.

Lloyd's Underwriting Agents
Registration Committee is pro-
cessing the applications, which in-
clude 23 non-marine syndicates,
two marine syndicates, two avia-
tion syndicates and one motor syn-
dicate. Six of the syndicates have
been already been approved, a
spokesman said.

Neill report
Lloyd's of London is implement-

ing more of the 70 recommenda-
tions made in January 1987 by the
Neill committee, a government in-
quiry into Lloyd's self-regulation.

The Council of Lloyd's earlier
this month implemented five more
regulations regarding the monitor-
ing of underwriting agencies and
their shareholding and manage-
nnent structure.

In addition, Lloyd's has pub-
lished a consultative document re-

garding the operation of multiple
syndicates. The proposals suggest
that no parallel syndicate should
be allowed to operate beyond a
predetermined date without the
consent of the council.

However, the proposals say the
Underwriting Agents Registration
Committee should allow multiple
syndicates where "valid reasons
are advanced" and where:

• The syndicates have separate
active underwriters and under-
writing teams.

• The syndicates are mirror syn-
dicates or all business is divided

between the syndicates according
to a pre-determined formula.

• The arrangement is to provide
management for syndicates run-
ning off their business.

• The arrangement can be
shown to be in the interest of the

names. .
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EX ERIENCE
Some insurance companies have
been around longer. Some are
bigger and offer more products.
We'll give them that. But when it
comes to creative problem-

solving, we don't give our com-
petitors anything.

RLI finds workable answers to

insurance challenges, like
primary and commercial um-
brella liability needs. RLI may
be younger, but we'd put our 20
years of ingenuity up against
centuries of status-quo thinking
any day of the week. At hard
work and success, we're very
experienced.

RLI
Reliability•Leadership•Innovation

© 1988 BLI Corp.

Bl
IDEAS

RLI

You know who they are.
The industry giants.
They've been around for
centuries. So have a lot of

their "ideas." But tried

isn't necessarily true.

The big ideas are
often the new ones,

the strategies custom-
tailored for specific

needs like property
insurance. So when

you require ingenuity and
real foresight, we can help.
In a big way.

Reliability•Leadership•Innovation
© 1988 RLI Corp.



Cove rage ruling against Hartford ove rturned
By JUDY GREENWALD fire in July 1985 (BI, Aug 5, 1985) However, the Court of Special D C -based Hamel & Park, which as per'attached schedule "

At issue was whether Alle- Appeals decided the judge should represented Tanenbaum, said the In March 1985, Tanenbaum pro-
ANNAPOLIS, Md -Hartford In- gheny's $5 million business inter- never have given those instructions brokerage has not decided if it will vi(led Hartford with these speci-

surance Co does not have to pay ruption coverage mcluded unsche- because of evidence "which could appeal fications, as well as an incomplete
$4 5 million in a business interrup- duled locations Arlington Park have exonerated both defeodants," "We're disappointed, naturally, list of several hundred Allegheny
tion coverage dispute involving a was among those locations not said attorney William J Cassidy Jr that the Jury verdict lS reversed," locations that did not Include the
1985 fire at an Illinois racetrack, named in Allegheny's all-risk pol- of Washington, b C -based Hogan said Mr Spellman, though he lS racetrack Based on this list, Hart-
says a Maryland appellate court icy, which was delivered to Tanen- & Hartson, who represented Hart- confident that if the case is retried, ford prepared a quotation

The Maryland Court of Special baum on July 23 1985, ]ust one ford "It was an issue which should "a lury will once again find that "From this point forward," says
Appeals ordered a new trial in the week before the fire have been left to the lury " Tanenbaum has no liability " the decision, "the testimony is in
case, ruling that the jury's verdict Allegheny contended in its suit, Since the original trial, Service According to the appellate rul- dispute"
was the result of a lower court which was tried in the Circuit American, which is now known as ing, the case began in early 1985, • Mr Gold says he ordered bum-
judge's incorrect ]ury instructions Court for Prince George's County Servam, has been spun off from Al- after Allegheny's Rrewous msurer, ness Interruptlon insurancein May

Cheverly, Md -based Allegheny in Upper Marlboro, Md, that ei- legheny and lS proceeding with the Allianz Underwriters Insurance 1985 for both scheduled and uns-
Beverage Corp and operating sub- ther Hartford or Tanenbaum was case on its own Donna S Mangold Co, did not renew Allegheny's cov- cheduled locations
sidiary Service American Corp of liable for the company's losses of Washington, D C -based Cooter erage Allegheny was then in the • Tanenbaum claims the specifi-
Stamford, Conn, had sued Hart- Judge Robert Woods agreed and & Dell, which represented Alle- process of acquiring Servam cation submitted to it by Mr Gold
ford and broker Tanenbaum- instructed the ]ury to determine gheny and now represents Servam, Allegheny's director of risk man- did not request such coverage, but
Harber Co of New York over busi- which of the parties was at fault said no decision has been made on agement at the time, Lynn Gold, that the brokerage asked for lt
ness interruption coverage for a and for how much whether to appeal the latest deci- gave Tanenbaum specifications for anyway because Allegheny's previ-
food concession at Arlington Park The Jury decided Hartford was sion to Maryland's highest court, ltS p011Cy that stated business in- ous p011Cy included unscheduldd
Racetrack in Arlington Heights, Ill liable for $4 5 million in damages the Court of Appeals terruption insurance was to be locations
The racetrack was destroyed by (BI, July 27, 1987) John Spellman, of Washington, provided at "scheduled locations • Hartford says lt had stated at

an April 15 meeting that it could
not provide coverage at unsche-
duled locations

For ost sou Is...
Among other evidence in dispute

is interpretation of a binder re-
quested by Tanenbaum that re-
moved two locations from the

blanket coverage and assigned
them individual values Tanen-

baum included the phrase "extra
'' expense and business interruption

.. 1
is blanketed at all locations for $5
million combined limit "

. Z
Tanenbaum states this included

all non-scheduled locations, while
I I. .,t

Hartford claims it only describes
L

S

* coverage then in effect for all sche-
$

duled locations, the decision says
le The final policy, as submitted,

t.*-s'-' " did limit business interruption
, coverage to specific locations "per

schedule on file with the com-
. $

$ pany " But Tanenbaum says that
. b 6.

:
>

,
when the brokerage called Hart-
ford to point out this error, it was

2 r reassured that there was coverage
at unscheduled locations as well

t*

1. In calling for a new trial, the ap-
SL .r %

pellate decision states that "the ef-
. 45 feet of the court's ruling is to say

that lt 15 manifest that there lS

no rational basis upon which a
f

verdict in favor of both defendants

can be returned We disagree
" ../ .A a 4 "Reviewed in the light most fa-

. vorable to Hartford and Tanen-
.

baum, there are disputed facts

J from which -6 lury could have re-
turned a verdict for both defen-

dants "

For instance, the decision notes

and unfound sources there is disagreement as to whether
Mr Gold ever ordered business in-

terruption insurance for unspeci-
fled locations

"Whether Gold's, Hartford's or

Tanenbaum's testimony should be

BUSINESS INSURANCE DIRECTOR,IES credited was a matter for the ]ury
to decide, not the court," says the
decision

Our in-publication directories make
Issue Ad Referring to the incomplete list

access to services and suppliers Directory Feature issue date close of locations submitted by Mr

easy. Providing comprehensive SAFETY CONSULTANTS
Gold, the decision states also that

Workers Comp Jan 11 Dec 29
the risk manager re]ected Tanen-

listings in specialized areas, they CLAIMS ADMINISTRATORS Self Insurance Jan 25 Jan 12 baum's offer to go to its headquar-

give readers a direct route to better ters and verify the number of faci-UTILIZATION REVIEW Benefits Cost Control Feb 15 Feb 2
management techniques, lities involved

RISK MGMT CONSULTANTS Risk Mgmt Services Mar 7 Feb 23 "Whether (Allegheny) through
eliminating frustrating hours
researching lost souls and unfound

CAPTIVE MGMT FIRMS Mr Gold negligently, failed to co-Captives Apr 18 Apr 5
operate with Tanenbaum in ob-

sources BENEFITS INFO SYSTEMS Benefits' Plan Design May 30 May 17 taining the coverage for locations
that would ordinarily b-e scheduledAGENTS AND BROKERS Agent/Broker Profiles Jun 20 Jun 7Business Insurance readers and was a matter for the jury to re-

RISK MGMT INFO SYSTEMS Risk Mgmt Systems Jul 18 Jul 5 solve," the court said "A jury mayadvertisers alike benefit from our
directories - the issues and SURPLUS LINES Surplus Lines Aug 8 Jul 26 well have concluded that ABC's

failure to provide underwriting
directories listed here are valuable PROPERTY LOSS CONTROL Specialty Risks Oct 10 Sep 27 data available to it excused both

tools offering repeated use and INTERMEDIARIES Reinsuraiice Oct 31 Oct 18 its broker and the insurer from lia-

bility
lasting power BENEFIT CONSULTANTS Benefits' Market Report Dec 19 Dec 6 "The court's ruling deprived the

HMO's & PPO's HMO's & PPO'sWhen it comes to finding the Dec Nov 16 jury of an opportunity to consider
and decide those issues," states the

unfound, the choice ls crystal clear decision

Ms Mangold, Servam's attorney,

criticized the ruling
"We say it cannot be the plain-Business tiff's fault," she said The reason

Directory information Marilou Jones 312-649-5279 Mr Gold bought coverage for uns-

Advertising information Don Walsh 212-210-0133 Insumn€e cheduled, locations, she said, is

Circulation information Customer Service 800-992-9970 a publication of Crain Communications Inc
"because he -didn't know what h€

had out there I think the opinion
]ust ignores that " .
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Contributions sought
in memory of Weber

MINNEAPOLIS-Th6 Minnesota Chapter of the Risk & Insurance Man-
agement Society Inc. is matching contributions made to a hospice in mem-
ory of risk manager Howard T. Weber.

Mr. Weber, formerly director of insurance for Minnesota Mining &
Manufacturing Co. in St. Paul, died in April at age 61 after a year-long
illness. He had asked that any contributions in his memory be made to
Fairview Southdale Hospice in suburban Minneapolis.

The Minnesota Chapter of RIMS is accepting contributions to the
hospice in Mr. Weber's memory and will match each contribution it
receives. At the very least, the chapter will donate $500 to the hospice in
Mr. Weber's memory.

Mr. Weber was a pioneer in the
development of risk management -1
during his 30-year career with 3M
and was a teacher to many risk -- r ,

managers around the country
through numerous speaking en-
gagements and personal contacts.
He joined 3M in 1957 as insurance
supervisor and was named director
of insurance in 1970. ,2*-I-*I.-:. . -ZI

His leadership in the develop- . . a«05 J
ment of risk management was na- 1
tionally recognized when he was
named the first Business Insurance

Risk Manager of the Year in 1978.
At the time, he said, "If I spend the
rest of my career in the insurance
department at 3M, it will be a big
enough job that I'll never get
bored."

Mr. Weber considered among his L
greatest accomplishments helping
in 1978 to launch Bermuda-based 3M's Howard T. Weber was

Corporate Insurance & Reinsurance named the first 8/ Risk Manager
Co. Ltd., a reinsurance facility for of the Year in 1978.
captive insurance companies.

"He was the moving force that got CIRCL going and kept it going.
He originated a lot of ideas and was a very strong supporter of the
concept that risk-sharing was a workable deal," recalled Duane Allen,
who worked closely with Mr. Weber in the development and operation of
CIRCL when Mr. Allen was assistant treasurer at Hanna Mining Co. Mr.
Allen now has his own consulting practice, Applied Risk Services Inc., in
Laguna Hills, Calif.

Richard L. Casey, who as director of risk management at Chicago-based
Navistar International Corp. also worked side-by-side with Mr. Weber on
risk management projects, said: "One of his real contributions was he was
one of the real innovators in risk management. He's one of the few that
over the years gave back to risk management as much as he got out
of it."

Mr. Weber "was always on the leading edge of the changes taking
place in the insurance industry, whether it was deductibles, captives or
claims-made forms. And he made contributions to each one of these

areas," said Mr. Casey, who now is risk manager for The Estes Co. in
Phoenix, Ariz.

"His contributions go back even before RIMS," Mr. Casey pointed
out. "He was very active in the AMA, too," he said, referring to the
American Management Assn.'s insurance council.

Contributions in Mr. Weber's memory are being accepted by Minnesota
RIMS Chapter Treasurer William Dacus, Casualty Insurance Manager,
Land O'Lakes Inc., P.O. Box 116, Minneapolis, Minn. 55440. Checks
should be made payable to the Minnesota Chapter of RIMS.

-By Kathryn J. Mcintyre

Products & services

A.C.E. to write D&0 cover

on separate policy form
Bermuda-based A.C.E. Insurance

Co. Ltd. now offers a separate ex-
cess directors and officers liability
policy rather than a D&0 endorse-
ment to its excess liability policy.

However, policyholders are still
required to buy excess liability
coverage from A.C.E. to purchase
the separate D&0 coverage, said
William Loschert, A.C.E.'s execu-
tive vp-underwriting.

The separate policy will provide
uninterrupted D&0 coverage to
policyholders whose excess liabil-
ity coverage is canceled or expires,
Mr. Loschert explained.

Among other changes:
• The new form follows the

terms of any designated underlying
policy. The endorsement followed
only the primary D&0 policy.

• Multiple claims from the same
"wrongful act" are subject to one
liability limit.

• Policyholders 30 have days to
obtain replacement coverage in the
event of an underlying insurer's in-
solvency. The D&0 endorsement
stipulated that coverage ceased

immediately in such cases.
• A.C.E. will automatically fol-

low any changes made in the un-
derlying policy if the policyholder
pays A.C.E. any reasonable addi-

tional premium required.
• A policyholder can elect dis-

covery coverage if the policyholder
fails to renew or cancels the policy.
Previously, a policyholder could
elect discovery coverage only if
A.C.E. canceled or refused to

renew.

• The location of mandatory,
binding arbitration is moved to
Bermuda from London.

• The D&0 liability policy is
available on a three-year basis, if a
policyholder's entire D&0 pro-
gram is on a three-year basis.

Premiums will be fixed in ad-

vance and pre-paid and reserve
premium requirements will be
waived, Mr. Loschert said.

A.C.E. writes D&0 claims-made

limits of up to $50 million excess of
at least $25 million at a minimum

premium of $2,500 per $1 million.
-By Roger Scotton

Today, the insurance market is
sharp-eyed. Clients are more
sophisticated. More informed. More

aware of their options. What counts
is substance. Here's ours: RLI's

niche is specialty products and per-
sonal and small business umbrellas.

To be the best in our niche, we're in-

vesting in better service systems,
more streamlined claims processing
capability. We're expanding our staff
with specialized experts. Pros you
can depend on for answers and ac-
tion. Our image is substance.

If you need a market for personal or

small business umbrella or coverage
for targeted groups then call us at

(800) 447-2205 (National Accounts).
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Reliability•Leadership•Innovation

© 1988 RLI Corp.
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Talk, talk, talk. That's just hot
air. But talking. Listening. Prob-

ing. Analyzing. Solving. That's
good business. And that's how
RLI works with clients. We stick

to our strength: specialty in-
surance lines such as Directors

and Officers Insurance for hard

to place risks and Professional
Liability for miscellaneous
classes. We deliver quality in all

of our services. In underwriting,

pricing, claims handling and
customer service. When you're

good, the word spreads. So ask

your colleagues about RLI. If
you are a wholesaler, call direct

at (201) 288-8620. Either is a
wise move.

RLI
Reliability•Leadership•Innovation

© 1988 RLI Corp.
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Claims-made
Continued fTom page 1

ity or possibility the appellate court
will rule against them, buy their way
out of an unfavorable precedent often
at a relatively cheap price asked by
the single opponent in that appeal.

"This would tend to inhibit appel-
late judges from asking tough ques-
tions at oral argument which might
suggest the direction of their think-
ing. It would result in the squan-
dering of public resources on the re-
search, analysis and writing of
opinions which never get filed though
they resolve issues of great public
import. And it could even distort the
law by allowing parties who pos-
sess ample means to prevent the fil-
mg of adverse precedents while those
without means are unable to do so."

However, an attorney for National
Union said the policyholder asked for
the settlement-originally demand-
ing $300,000 and lowering its request
after oral arguments. He said Na-
tional Union settled the case because

it was cost-effective and not to avoid

an adverse precedent.
Eugene R. Anderson, a policy-

holder attorney with Anderson, Rus-
sell, Kill & Olick in New York, said
"The decision will put a stop to the
practice of insurers, when seeing they
have lost a case, getting a decision off
the books."

Several other rulings that "in effect
convert claims-made policies into oc-
currence policies" have been wiped
off the books by insurers through set-
tlements, he noted.

For example, a virtually identical
decision by the 9th U.S. Circuit Court
of Appeals in a case between Na-
tional Union and 49 California law-

yers was withdrawn because Na-
tional Union negotiated a settlement
after the decision was reached (BI,
Oct. 19, 1987; Aug. 31, 1987).

Other attorneys, however, are
angry with the decision.

"Courts are not in the business of

giving advisory opinions of disputes
that are resolved" said insurer attor-

ney Royal Oakes with the Los An-
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geles office of Barger & Wolen. He
fears "other courts will begin over-
riding settlements and rewriting in-
surance policies."

The controversial ruling stems
from litigation between Village Es-
crow Co. of Rolling Hills Estates,
Calif., and National Union. Village
Escrow had a $1 million per-claim
errors and omissions policy with Na-
tional Union from March 1, 1983,
to March 1, 1984.

Dissatisfied clients of Village Es-
crow sued the company on Nov. 8,
1983. However, Village Escrow was
not aware of the lawsuit until it was

served notice on April 18, 1985.
Village Escrow turned to National

Union for defense of the claim, but
because the claims-made policy had
expired by the time Village Escrow
notified National Union of the claim,
the insurer denied coverage.

As a result, Village Escrow sued
National Union on Sept. 12, 1986.
But the trial court agreed with the
insurer's argument that there was not
enough information to warrant a

I
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reply and dismissed the case.
In his appellate court ruling, Judge

Johnson said: "An insurance corn-

pany cannot deny coverage under a
claims-made policy to an insured
who belatedly reports a lawsuit to a
company which had been filed dur-
ing the policy period, but not served

.until after the policy expired."
Judge Johnson, who was joined by

Judges Mildred Lillie and James
Reese, relied on a long-standing Cali-
fornia case law principle that prohib-
its insurers from denying coverage
because of late notice unless it can

prove the late notice prejudiced its
ability to defend against the claim.

Furthermore, the judge said the
"triple hurdle" policyholders must
meet under some claims-made po-
licies, which require the occurrence,
the filing of the claim and the report-
ing of the claim to occur inside the
policy period, is too restrictive.

The so-called notice-prejudice rule
is based on the public policy that a
person injured by the policyholder
should not be denied compensation
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because the policyholder failed to no-
tify the insurer in a timely fashion.

Judge Johnson said, "Where the
claim was actually made, that is, the
lawsuit filed within the policy period,
the insurance company is no more
prejudiced by a delayed reporting of
the claim under a claims-made policy
than if the claims were belatedly filed
under an occurrence policy."

The judge also said the facts m this
case compel use of the notice-preju-
dice rule because the late notice was

not the fault of the policyholder.
"Here the delay in reporting the

claim is not attributable to any laxity
on the part of the insured in noti-
fying the insurer about a claim the
insured knew about. Instead, if the
allegations of the complaint are
proved to be true, the delay was the
product of the insured's own igno-
ranee about the existence of the

claim," said Judge Johnson, who re-
manded the case to the lower court.

The judge also decided the wording
of National Union's claims-made pol-
icy was too restrictive.

He interpreted the policy to say
that "coverage is limited to cases
where the injury occurs rather early
in the policy period and the injured
party acts expeditiously to file his
lawsuit."

However, the judge said, "An oc-
currence even halfway through the
typical policy period of one year is
unlikely to generate a lawsuit before
the end of the period."

Under California law, "National
Union must honor this unknown but

'made' claim," the judge concluded.
Some attorneys say the ruling

transforms a claims-made policy into
an occurrence policy.

"The court is once again trans-
forming a claims-made policy into
one that is liable forever," said in-
surer attorney Mr. Oakes.

He predicted that insurers, as a re-
sult of the ruling, might adjust the
policy forms they offer, raise rates or
simply not write claims-made cover-
age in California.

"Real damage has been done to in-
surers," he said.

Furthermore, the case could be
precedential outside California be-
cause "courts all over the country fol-
low the lead of California," Mr.
Oakes said.

R. Gaylord Smith, an attorney with
Lewis, D'Amato, Brisbois and Bis-
gaard in San Diego, who represented
National Union said, "The court has
done damage to insurers in two ways:
First they have done violence to this
form; second, they have given insur-
ers no confidence that the language
in policies will be honored by
courts."

"The opinion does not convert a
claims-made policy into an occur-
renee policy totally, but it does vio-
lence to its intent," he said.

Other attorneys, however, say the
decision will have little impact.

"It was a narrow holding because it
arises only where a claim is filed but
not served," said Thomas Brunner,
who represents insurers from the
Washington, D.C., office of Whiley,
Rein & Fielding.

Policyholder attorney Mr. Ander-
son praised the decision, saying "it
supports a layman's view and a rela-
tively sophisticated insured's views of
what the public should be able to
buy."

"I think more courts will change
claims-made policies into occurrence
policies," Mr. Anderson predicted.

Terence MeGaughey, an attorney
with Tremaine, Shank, Stroud &
Robbins in Los Angeles, who repre-
sented Village Escrow, said the deci-
sion was "very fair" because his cli-
ent was unaware it had been sued

and therefore could not notify the in-
surer in a timely manner.

"Why should my client and the
public in general be prejudiced by
something beyond their control?" Mr.
McGaughey asked.

Furthermore, he said the decision
"is indicative of a number of cases

where the court wants an equitable
interpretation of insurance policies so
the reasonable expectations of poli-
cyholders are met." •



First Interstate disaster plan
Continued from page 3
the worst skyscraper fire in downtown Los Angeles history erupted,
nearly all bank services were available to customers.

The middle-of-the-night efforts that allowed the bank to provide cus-
tomer service practically without missing a beat resulted from a $1.5
million plan First Interstate had developed over the past two years to
handle the aftermath of the long-predicted major earthquake.

The bank's response to the fire, which caused just a fraction of the
damage that a devastating earthquake would cause, returned more value
than the bank's investment in emergency planning, Mr. Emerson pointed
out.

"None of the managers here would quibble with money spent on it," he
said, explaining that the $1.5 million was spent to develop the staffing
plan and equip the emergency center with telephones, televisions, copiers,
facsimile machines and other needed items.

The outlay also paid for disaster packages, including water, food rations
and first-aid supplies, which were distributed to each floor of the head-
quarters building and to the bank's branch offices.

If the fire had occurred before the response program was in place,
it "would have been very painful," Mr. Emerson said, referring to the

potential business interruption
losses the bank may have suffered.

'None of the The building owners-First In-
terstate Bancorp and New York-managers here would
based Equitable Life Assurance

quibble with money Society of the United States-have
not yet announced a dannage esti-spent' on the plan, mate, but spokesmen say the struc-

says Mr. Emerson. ture was fully insured (BI, May 16 ;
May 9).

- Part of the plan included running
practice drills, one of which was

run less than a month before the fire. On April 14, the 20 key bank
managers moved into the communications center for a disaster simulation
that was assumed to be a major earthquake, explained Edmund J. Pistey,
First Interstate Bank of California vp and director of security.

The drill, which lasted several hours, helped prepare the stage for
the rea14ife drama that would unfold just a few weeks later.

"It's a very complex process. You're looking at literally thousands of
tasks that need to be done," Mr. Emerson said, ranging from telephone
calls to other employees to extensive efforts to notify other financial in-
stitutions, customers and suppliers about the interim communications
plans.

The drill taught bank officials that little can be predicted in an
emergency and they would have to rely heavily on "good common sense,"
Mr. Pistey said. For instance, when a designated individual or supplier
could not be located, alternatives were needed quickly without bothering
other employees who were also burdened with their own tasks.

The communication center, both in practice and in the real emer-
gency, proved to be valuable beyond expectation, bank officials said.

"We had a center for people to go, for people who need to respond," Mr.
Pistey said. "It's reassuring to know that you have a structure to build on,
somewhere to go."

The communications center is located about seven blocks from the

bank in the basement of a building that houses the bank's computer
center. The 20 emergency response team members who staffed the cen-
ter while the fire still raged in the bank's headquarters monitored
news and police reports and consulted a prearranged diagram of the bank
to identify which functions were disabled or in danger and would have to
be handled at another office. It was only after the fire was extinguished
that city fire officials determined the entire building would have to be
closed.

"During the emergency it was wall-to-wall white boards around the
room,",Mr. Emerson said. The boards designated which floors were re-
portedly engulfed by the fire and what banking operations were located
on each.

The fire blazed through most of five floors, all of which were occu-
pied by the bank or its parent company. Water severely damaged sev-
eral lower floors.

One maintenance worker was killed when he rode to the flame-engulfed
floors on an elevator. About 40 other people were injured, but none
seriously.

Considering the circumstances, the response went smoothly, Mr. Emer-
son said. Hectic, intense work followed, but most of it was done as a
matter of course rather than in in a panic reaction, he said.

"When you have a process in place people don't panic. They know what
to do," Mr. Emerson said.

Emergency response team members understood their positions and
knew what needed to be accomplished. For days after the fire, they fol-
lowed a program that was not unlike a paramilitary operation:

0 Some 900 telephones were installed within two days at the tem-
porary center, other bank branches and other temporary quarters.

• The bank's approximately 1,500 bank employees were relocated and
put back to work within seven working days. They were spread through
First Interstate's surviving office space at other locations, branch offices
and other space that was leased immediately following the blaze.

Although alternate work locations were not prearranged, bank officials
had information about the space required by each department and could
track available office space at its own facilities and leased offices in the
Los Angeles area.

• The bank first arranged for additional office space throughout the
area, but has since reduced the amount of leased space as operations
became more routine and, thus, could be consolidated at other locations,
Mr. Emerson said.

The idea of an emergency response plan was first seriously discussed
about three years ago when several major California banks began to con-
sider how they would operate in the aftermath of a devastating earth-
quake.

First Interstate commissioned accounting firm Ernst & Whinney in Los
Angeles to conduct a complex financial analysis to determine how much
money the bank would lose if its various banking functions were inopera-
ble over various time periods, Mr. Emerson explained.

After the firm identified securities trading and commercial accounts as
the bank's most critical operations, an in-house team developed a list of
actions the emergency response team would have to complete for the bank
to continue those operations uninterrupted. Other bank functions-like
consumer lending, check processing and real estate-were placed on pri-

Continued on next page

June 1988

Business Insurance, July 25, 1988 / 29

This announcement appears as a matter of record only.

$154,200,000

Capital Re Corporation
A holding company formed to provide financial guaranty

reinsurance through its wholly-owned subsidiary

Capital Reinsurance Company

The undersigned privately placed 51,400.shares of 79% Cumulative Participating Convertible
Preferred Stock representing $102,800,000 in initial capital and an

agreement to contribute additional capital of $51,400,000.

Alex. Brown & Sons
Incorporated

THE

DIF FERENCE

"There's a lot of competition in this market and we
have to work hard to keep ahead. Our success
depends on our credibility, so we depend on
Northfield. Northfield has financial power and

staying power. Their loyalty and the continuity they
offer their producers is priceless. We promise our
clients the same benefits Northfield promises us,

so they better be good. We both plan on
being in business a long time."

Thomas S. Bloom, McA/ear Associates, /na

INSURANCE
a part of the Northland Group

87 Northland 421*vt
iInsuranceCompanies (9#«Pi'daty

St. Paul, Minnesota



30 / Bustness Insurance, July 25, 1988

First Interstate disaster plan as the fire raged, the bank developed an employee newsletter when temporary work space was located in the city, he said
on post-fire issues and established a reporting process for The bank's operations have slowly returned to some degree

Continued from preutous page displaced employees of normalcy, even though employees are still working in
ority lists and dealt with as other work was completed, Mr As a result, managers in each banking unit knew what was makeshift quarters without such conveniences as their regu-
Emerson said needed from suppliers, employees and others to resume nor- lar telephone number files

A key feature of the response plan was giving lower levels mal operations, Mr Emerson said Cleanup of the 62-story building started in early June with
of management important roles "You have to get your line Other than the dramatic television coverage of the fire, occupancy of upper floors not scheduled until late August
management involved from the beginning," he said branch bank customers would have had little reason to know The bank and First Interstate Bancorp had occupied 62% of

Among the many provisions in the emergency response that First Interstate of California was facing its greatest the building About 20% was leased to tenants The remain-
plan, First Interstate set up a redundant data processing sys- challenge on May 5 All customer services including per- der of the building was unoccupied
tem that stores transaction information in seven locations sonal banking and commercial accounts were handled as The building owners have hired Blackmon-Mooring-Stea-
throughout the West usual the next day, he said matic Catastrophe Inc , a Houston-based company that spe-

While First Interstate emphasized data processing security. A temporary branch was established in a nearby build- cializes in disaster cleanups, to restore the building
that was not the most important element of the plan, Mr ing to handle customers served by offices in the skyscraper The 12th through the 15th floors suffered the worst dam-

Emerson said Communications between all parties, from Measures were taken to assure that investment of bank age Little more than the bare building structure was left
clerks to suppliers to top management, was most critical, he funds continued, including sending most of its securities "Four floors will have to be totally rebuilt from the glass
said trading division to offices as far away as Tokyo, London and in," Mr Emerson said He praised the Los Angeles Fire De-

In addition to the telephone calls to employees and major New York About 250 securities traders were dispatched partment, which was "absolutely extraordinary"in stopping
clients and the temporary communications links established from Los Angeles to other offices They were soon called back the fire before it consumed the entire structure .
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Associates is currently seeking an experienced group sive/successful Account Execu- industr, Establish contact with injured your every need struction projects and Interfaces with

tive We have the markets and employees, inveshgate daims and direct insurance companies Applicant must

health insurance professional to Join our staff as the outside counsel Company requires BS Contact Box 2401, Business tnwi=,co,

back office support necessary
have a BS degree in Engineering, 5-7

degree with 2-5 years direct expenence 740 Rush St, Chicago, IL 60611 2590.

National Technical Assistance Manager This chal-
years experience in HPR enineering

for your success if you've got Call including plan review An unaerstand-

lenging position will provide technical assistance and the winning get-up and got Send
W J Vinson ing of the Forest Products industry is

(513) 651-1111 desirable Opportunity for growth in

support to users of our computerized Claims and Ad- resume to P O Box #106, 435 Elm St., Suite 700 team-oriented environment Send re-

Evanston, IL 60204 Cin Ohio 45202 Malor propertykasuatty compan¥
sume and salary history to Weyer-

ministrative software It ts a h,ghly visible position that m Boston seelong Attorney with haeuser Company, Marta Rea, CH
will require occasional travel Qualified candidates will 2 to 4 years expenence m environ- 2H34-8, Tacoma. WA 98477

mental 111gatton and famillanty
possess the following with related insurance issues LOSS CONTROL COORDINATOR

· A four year degree in a Business related field Rjgtion involves nabonal coordi-
CLARENDON INSURANCE

$28,101-$39,874

. Five years experience with computerized health nation of major msurance cover- Performs pro fessto nat level work in
INSURANCE GROUP CORPORATE MANAGER age/environmental disputes loss prevention/control Identifies

claims processing and/or administrative systems Our E&S Diviston is seeking qualified CASUALTY CLAIMS
trends & factors that cause or contrib-

Excellent writing stalls and aca- ute to accidents & losses for which the

· Superior written and verbal communications skills ind,viduals for the following Positions Multi-billion dollar corporation, based in
FINANCIAL OFFICER - CPA with 5 Upper Westchester County, New York, demic credentials required City is held responsible Recommends

As a part of our management team in Iowa City, we
alternatives to mitigate or eliminate

years insurance company expenence
seeks a casualty claims professional heav-

offer a competitive salary with excellent benefits and a Ideal candidate will come from small to 4 en·phasizing experience m handling Compet,Ove salary commensurate
these trends & factors Coordinates ci-

tywide subrogation efforts Requires 3

medium home office supervising DP/MIS
multi-state workers compensation, with with experience yrs of exp in the development, imple-

rewarding work environment In addition, our location operations
additional background in general/prod mentation & administration of indus-
ucts liability This position requires excel-

in Iowa City, Iowa, offers a quality of life very few cities CASUALTY UNDERWRITER - 5 years Please slim*vmtmg sample and trial safety & loss control programs and
lent Fresentation and communication resume to a Bachelor's degree in Risk Manage-

can equal
expenence Knowledge of general liabil- skills, along with a college degree Will
Ity coverages with exposure to ratlng

ment or related field To request appli-
consider candidates from either major Julie A Baumgardner

Interested individuals should send a resume with pnmary auto, commercial & personal
cation, call (602) 262-6277 or write

broker, national accounts carrier or prior
lines

Director of Employment City of Phoenix, Personnel Department,
corporation

salary history to the attention of Employee Services. PERSONAL UNES ANALYST - Home CALL/SEND RESUMES TO PO Box 140 135 North 2nd Avenue, Phx, AZ 85003
AA/EEO/H Employer

Marsh & McLennan Group Associates office position coordinating national pro- RICH MEYERS - Boston MA 02117-0140

P.O. Box 1520
grams Need solid working knowledge of
rabng stnictures, forms and statutory en-

2615 Northgate Drive vironments Minimum 7 years expen-
1_(EIC Equal Opportunity Employer ADMINISTRATOR

Municipal League Risk Pool
The Alaska Municipal League Joint ln-

Iowa City, Iowa 52244
ence Associates, Inc surance Association, Inc seeks a quah-
Clarenclon Insurance Group offers a fied individual to administer a state-

We are an equal opportunity employer  competitive salary with full benefit pack-
age in a prestigious Main Line Phila- EXECUTIVE SEARCH HELP WANTED wide, pooled-risk managemenl

program The AML/JIA began offering
delphia suburb all lines of property and casualty cov-
Interested candidares should send re- CONSULTANTS UNDERWRITING MANAGER erage to Alaska's municipalities and
sume to Large MGA desires an Underwriting school districts effective July 1, 1988

CIG, E&S Divisionl 170 Broadway, Suite 1708 Manager with knowledge of trucks, Qualifications include three years min-
St. Davids Center New York, N Y 10038 property, and general hability Expen- imum experience in public entity risk

P.0 Box 5415 ence in dealing with London, a plus management, insurance, and local gov-

St. Davida, PA 19087
(212) 227-8000 Call Sandy Manuel at (703) 687-3110 or ernment management Workin expert-

INSURANCE Attn Human Resources Fax (212) 766-0188 1-800-423-3902 Mall to P O Box 939, ence m public entity pools ana private,
MIddleburg, Virginia 22117 non-profit organizations and a degree

in public administration, finance, or

SAFETY
related field preferred Salary

CORPORATE CLAIMS CONSULTANT $50,000's, DOE, with excellent bene-

WORKERS' COMPENSATION fits Excellent opportunity to develop

Progressive, growth oriented top 20 and work from the start with an excit-

MANAGER
broker/TPA in mid-Atlantic and ing program in the most beautiful state
Southeast is seeking applicants for this Job description available Position

YouandTheZenith newly created position We offer a com_ available immediately (6/29/88) and
petitive compensation package and a will be filled as soon as possible Send
ground floor opportunity in a quickly resume and three professional refer-

Thepartnership pays off growing firm The successful candidate ences to Scott A Burgess, AML/JIA
will possess a collee degree and 4 + Treasurer and AML Executive Director,
years expertence aaJusting workers' AMI-/JIA, 217 Second Street, Suite 200,
compensation claims in multiple Jur» Juneau, Alaska 99801, (907) 586-1325

McCrory, a 1300 Retail Store variety chain, has an opportunity dictions for a TPA or insurance Com-

for an Insurance Safety Management Professional Be Make us your professional partner, and start enjoying the pany Supervisory experience a plus
Knowledge of occupational disease a BUSINESS OPPORTUNITIES

responsible for the analysis and administration foroursafetyand benefits brought by our sustained profitable growth Ad- plus Reply in confidence by Aug 10,
risk programs Position is based in our corporate headquarters in vancements have opened Up Significant new opportunities 1988 with resume and salary require- AGENCY/BROKERAGE

York, PA ments to Box 2446, Business Insur-
for upper level underwriting specialists - at our Woodland

OPPORTUNITIES

ance, 740 Rush St , Chicago, IL 60611- Since 1973, we've been assisting lead-

Primary duties include Hills headquarters (in the Los Angeles area), as well as 2590 ing, top 100 agencies and brokers from

throughout California coast to coast in fulfilling their staffing
needs We're activelv seeking proven

• Administration of casualty, worker's comp, general liability Responsibilities will mdude independent analysts of new
SENIOR PRODUCTION UNDERWRITER commercial lines producers (medium to

exposure, accident prevention, cost containment and claim's
Occupational Accident Insurance large accounts) with agency/brokerage

business, plus presenting your decisions to management
administration programs

American International Group, a major or DIRECT WRITING backgrounds We
You'll also identify pnonties, manage underwriting tem-

Fortune 50 international insurance or- welcome a call to discuss vour career
ganization, is seeking a Senior Produc- 0

• Ensure compliance with all self insurance requirements, tory, and provide direction and training to underwnting
blectives m detail GILBEAT-HAFNER

tion Underwriter in their Accident and & CO Insurance Staffing Consultants,
Osha regulations and fire codes staff and assistants Scope of the positions also entails de- Health division to help market a new

product Blanket Occupational Acci
6060 N Central, L B #654, Dallas, TX

veloping major producers and handling major accounts dent Insurance BOAI, through the use
75206. (214) 361-9327

Qualified applicants must possess a college degree and 3-5 Our preferred applicants will possess a minimum of 5
of accident and health coverages, helps

years experience in all aspects of safety administration or loss self insureds fund their workers' com- FRANCHISE!/NEW!/AVIATION!

control years of workers compensation or mulu-line underwriting pensation benefits The selected indi- Reach an affluent chentelle We'11 send
vidual will be responsible for market- you - and only you - an exclusive list ofexperience If you have the background we seek, and are

For immediate consideration, please send resume and salary ing the product directly to companies, all bizlets, helicopters and private
ready to move ahead with a progressive organization, call

history to Attn 88
through third party administrators and planes in your area (no balloons, glid-

collect or send resume to Sonja LaPak at (818) 594-5479. through a field sales force Position ers, uninsurables, etc ), listed by type

21255 Callfa St, Woodiand Hills, CA 91367-5005.
also involves training field reps, pving and owner's zip, plus valuable aviation
seminars, coordinating mass mailings, insurance tips Act now' Stake out your

Nlida'al-
quoting, follow-up and servicing Ideal territory Write AIMCO, P O Box
candidate will be a self-starter with at 20388, New York, NY 10023

TheZenith least 2 years in either workers' com-
pensation underwriting or claims, and

STORES have excellent oral and written com- FOR SALE

0,VigON OF *CROR¥ Ccl#*ORATK)N Zenith Insurance Company munication skills Excellent starting
salary and complete benefits package

2955 East Market Street To apply, send resume and salary re- FOR SALE

York. PA 17402 Principals Only • Equal Opportunity Employer
quirements to American International Life and Property/Casualty Shells,
Group, Dept OF, 72 Wall Street, 6th broadly licensed Principals only

An Fqual Opportunity Employer (M/F/V/H) Floor, New York, NY 10270 Equal Op- Reply Box 2445, Business Insurance,
portunity Employer M/F 746 Rush St, Chicago, IL 60611-2590
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COBRA changes from the Internal Revenue Service care needs of current employees
(see related story) and dependents would be spent on

Continued from page 2 The proposed changes In COBRA excessive penalties," the business
Under this provision, the right to penalties mark the second time groups say Michigan comp pools

obtain COBRA coverage would that the House Ways and Means Business groups previously ob-
begin from the date of reduction of Committee has added such provi- jected to the provision allowing
hours and continue for 18 months sions to a technical corrections former employees to retain COBRA may get some relief
rather than 36 months as under bill coverage after they become co-
current law Last year, the committee and vered under another employer's WASHINGTON-A technical corrections bill now pending be-

The House technical corrections later the full House passed a tech- health care plan fore the House would provide limited but important tax relief to
legislation also contains several nical corrections bill with COBRA That provision was added to the self-funded workers compensation pools in Michigan that have
other provisions affecting em- penalty provisions as part of a def- technical corrections bill in April locked horns with th6 Internal Revenue Service
ployee benefit programs The legis- icit reduction package (BI, April 11) A provision in H R 4333 would bar the IRS from slapping work-
lation would However, the entire technical Such "double coverage" would ers compensation pools with deficiency assessments involving tax

• Retroactively extend the tax- corrections bill, including the allow employees to belt former em- deductions taken on policyholder dividends However, the measure
ployers with big health care would only provide protection for assessments for tax years prior to
claims, they say, adding that such Jan 1,1987.

'A tax committee is looking for ways to squeeze a change has no place in a techni- The IRS and the pools have been battling over the timing of tax
cal corrections bill deductions the pools take on dividends paid to employer memberstax revenues. That is not a good way to set

And, while benefits observers are Traditionally, after claims are paid, the pools return excess pre-
educational priorities,' says Diane Charles, relieved that the technical correc- miums to employers as a dividend The pools take a tax deduction at

tions bill retroactively extends the the time the dividend is declarednational affairs representative of the American tax-free status of educational as- However, in Michigan, as in many other states, pools are re-
Society for Training & Development. sistance benefits for three more quired to hold any excess premiums for at least one year before re-

years, they are disappointed that turning them to members as dividends to ensure that the money
the measure sets the maximum is there to pay claims As a result, dividends declared in one year
benefit at Just $1,500 compared are not actually paid until the following year

favored status of employer-pro- COBRA penalty provisions, was with $5,250 under the now-expired Under the IRS interpretation, the pools may not deduct dividends
vided educational assistance bene- later killed by a congressional con- Section 127 of the Internal Reve- until they are actually paid, not when they are declared
fits for three more years, but lower ference committee (BI, Dec 14, nue Code The IRS, in one case, told the Detroit Tooling Assn Workers
the benefit 1987) "A tax committee is looking for Compensation Fund in Dearborn that it owed about $18 million in

Under Section 127 of the Inter- At the time, business lobbyists, ways to squeeze tax revenues That back taxes, penalties and Interest after a plan audit The pool is
nal Revenue Code, which expired who have been pressing for revised iS not a good way to set educa- hghting the claim m US Tax Court, a decision is not expected
on Dec 31, 1987, employees had COBRA penalty provisions ever tional priorities," said Diane until next year
been allowed to collect up to since the law went into effect in Charles, national affairs represen- The IRS, which had hmited its audits to Michigan pools, stopped
$5,250 annually in reimbursement 1986, were not concerned about the tative of the American Society for those audits after Congress in late 1986 passed a moratorium sus-
from their employers for tuition setback Training & Development, an Alex- pending audit activity and bamng the agency from taking steps to
and related expenses without being They said the delay would give andria, Va -based trade group collect back taxes The moratorium expired last August
taxed on the amounts them more time to lobby congres- Lowermg this maximum tax-free While the provision in the technical corrections legislation only

The technical corrections provi- sional staffers to refine the COBRA educational assistance benefit provides retroactive relief, it is a step in the right direction, said Jim
sion would retroactively extend penalty provisions would have its greatest impact on Goldberg, a partner with the Washington law firm of Abrams,
Section 127 through Dec 31, 1990, Indeed, employers feel the latest employees who take courses at pri- Westermeirer & Goldberg
but lower the maximum annual penalty provisions approved by the vate colleges and universities However, the measure would--apparently startmg with the 1987
benefit to $1,500 Ways and Means Committee are an whose tuition is much higher than tax year-eliminate the pools' ability to take full tax deductions for

• Impose higher federal taxes on improvement over those approved that at public institutions, noted all dividends declared but not paid during a tax year
older employees and future retirees last year Denise Georgemiller, a consultant According to a committee description, a workers compensation
who receive company-paid group For example, while the current with Hewitt Associates in Lmeoln- fund could not take an immediate tax deduction for dividends that
term life insurance exceeding measure sets a $500,000 limit on an shire, Ill are sublect to state regulatory approval
$50,000 This would be accom- employer's COBRA liability, last In addition, the technical correc- -By Jerry Gasel
phshed by directing the Treasury year's technical corrections bill did tions bill would bar the use of tax-
Department to draw up new tax not limit the penalty free educational assistance bene-
tables for those over age 64 However, even a $500,000 maxi- fits under Section 127 to reimburse age would have an additional $702 However, relatively few employ-

The current tax tables, estab- mum penalty "can still result in employees for most graduate work in taxable income ees stay on the Job after they reach
lishing how taxes are to be com- excessive penalties and appear to other than for graduate teaching or Since the tax tables stop at age the age of 64
puted on employer-paid premiums be out of line with other penalties research assistance 64, those 65 and older receive a tax In addition, employers often re-
for coverage exceeding $50,000, imposed in the (Internal Revenue) The group term life insurance break since their cost of coverage duce the amount of term life insur-
stop at age 64 Code and under ERISA," accord- proposal would impose some hefty is computed as if they were be- ance they offer when an employee

As a result, a 70-year-old em- ing to the COBRA position paper tax Increases on the handful of em- tween 60-64 turns 65 and either eliminate or
ployee now is taxed at the same prepared by the five business ployees who stay on the ]ob after However, the technical correc- substantially reduce term life in-
rate as a 64-year-old even though groups age 64 as well as some future re- tions bill would direct the Treasury surance coverage after an em-
the employer pays a much higher At the same time, $1,000 should tirees Department to draft new tables- ployee retires
premium for the coverage be set as the maximum penalty per Premiums paid by employers for presumably also with five-year age Furthermore, a grandfather pro-

The technical corrections legisla- beneficiary, the business groups group term life insurance coverage brackets-for those over 64 vision in the 1984 tax law gen-
tion also makes a series of changes say exceeding $50,000 are added to an As a result, instead of facing the erally exempts retirees who turned
to simplify and clarify Section 89 Without such a limit, a COBRA employee's taxable income current monthly tax rate of $1 17 age 55 on or before Jan 1, 1984,
non-discrimination rules for wel- compliance failure--assessed at Treasury Department tax tables per $1,000 of coverage, the new from being taxed on group term
fare plans, which are scheduled to the rate of $100 a day per benefi- explain how the cost of coverage- rate for a 65-year-old would be life insurance premiums paid by
go mto effect Jan 1 (BI, July 11) clary-could result in a penalty based on the age of an employee or about $2 per $1,000 in coverage, their former employers

On the risk management side, the that could be more expensive than retiree-is to be computed and while the rate for a 70-year-old "When you add everything up,
technical corrections bill would the cost of health care coverage for added to taxable income would be about $3 50 per $1,000 of drawing up new tax tables would
give some retroactive, but tem- an employee for the entire year For example, based on a monthly coverage, estimated Larry Tucker, have a significant impact, but only
porary, relief for self-funded "Significant amounts of human tax table rate of $1 17 per $1,000 of a consultant in the Santa Ana, on a small number of people," said
workers compensation pools that resource dollars that otherwise coverage, an employee between age Calif, office of benefit consultant John Hickey, a partner with Kwa-
have been hit by big tax penalties would be used to meet the health 60 and 64 with $100,000 of cover- Hewitt Associates sha Lipton in Fort Lee, N J

Antitrust litigation opposed
Continued from page 3 governor concurs with Colorado Joining the To date, there has been no official response "Is there any evidence that Colorado laws
trust litigation is considerably stronger than antitrust suit in light of his previous state- to the letter Chuck Marshall, corporate risk were broken?" he asked "What benefits can
national RIMS' policy on the litigation The ments about making Colorado a major insur- manager at Hamilton and Mr Fisher's supe- accrue to Colorado having loined a minority
national organization issued a statement m ance center nor, said he was informally told last week by of states by also filing an antitrust suit? If
April that took positions only on the public Efforts in this direction include the 1987 a gubernatorial representative that there the insurance industry were found to be
policy issues raised by the litigation and amendments to the Captive Insurance Com- would be no response for now because the guilty of antitrust violation in one of the
concluded by calling for greater fundmg of eight pending suits, would not that be a bet-
state insurance departments (BI, April 25) ter time for the state to initiate action, m-

Mr Harkavy said he does not see the 'In the past, we ve taken too passive a role In the legislative area. stead of now? '
Rocky Mountain Chapter's campaign "as a 1-»»1 In his reply to Mr Fisher's letter, Mr
schism within RIMS We encourage our local We should be more pro-active m making our views and ideas

Woodard said he believes that, in response to
chapters to take positions on state issues, known to the attorney general, the governor and the Legislature,' financial difficulties caused by cash-flow
and this is certainly a state Issue "

says Rocky Mountain RIMS Chapter President Samuel Y. Fisher underwriting, insurers conspired to shrink
If another chapter were to take a position insurance coverage and their own financial

in favor of the suits, "it would have been fine Jr., insurance manager at Denver-based Hamilton Bros. Oil Co. exposure, which created a crisis for insur-
with us, too," Mr Harkavy said ance buyers

To date, the only official response to Mr The suits filed by Colorado and the other
Fisher's letters has been a letter from state states, he continued, seek redress on behalf
Attorney General Woodard rejecting Mr pany Act, which was intended to make Colo- attorney general has independent constitu- of governmental entities for the alleged anti-
Fisher's request that the suit be withdrawn rado a more attractive captive domicile (BI, tional authority to pursue the suit trust violations

"I'm not as optimistic now as I was when I March 30, 1987) As part of the effort, Colo- In his June 30 letter to Attorney General If the suit is successful, said Mr Woodard,
first wrote the letter" that Colorado will rado sponsored a booth at RIMS' annual Woodard, Mr Fisher noted risk managers Colora'do governmental entities will benefit
withdraw from the litigation, Mr Fisher conference in Washington in April are "lustifiably resentful of the treatment from various forms of equitable relief, in-
said Nevertheless, "It's very important we, "By having Colorado Join in with the other that we have received from our insurers dur- cluding coverage for claims that "were not
the local risk management community, make states in this antitrust lawsuit will only fur- ing the past decade" and have sought alter- insured due to the conspiracy" from an "in-
our views known to the elected officials ther convince the very people we are trying natives to the traditional msurance market demnification pool" that the suit seeks

"In the past. we've taken too passive a role to influence that Colorado is not serious huch as captives and risk retention groups In addition, the governmental entities
m the legislative area We should be more m its efforts," said Mr Fisher m the letter While risk managers acknowledge the ne- could recover treble damages, he said
pro-active in making our views and ideas "The state can no longer afford to send out cessity for smoothing out the underwritmg The Colorado attorney general's office will
known to the attorney general, the governor mixed signals to the busmess community " cycle, "based on our experience and knowl- pursue the case "in order to vindicate the
and the Legislature," Mr Fisher said Mr Fisher asked the governor to make a edge of the insurance industry, this law- fundamental national economic policy of

In his June 20 letter to the office of Gov "strong public statement" against Colorado suit is definitely not a help, much less the competition, which is embodied in our anti-
Roy Romer, Mr. Fisher asked whether the having Joined m the lawsuit answer to the problem," Mr Fisher wrote trust laws," Mr Woodard said .
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U.S. insurers, brokers leave South Africa
By GLENN HUNTLEY involving business in South Africa The local insurers gen- about the transaction, a spokeswoman said

erally reinsure their risks in the London market, they said • CIGNA Group Inc of Philadelphia, which sold its sub-
U S insurers and brokers have quietly followed in the (see story, page 3) sidiary, CIGNA Insurance Co South Africa Ltd,to employ-

footsteps of other American companies leaving South Africa "With so much divestment, there's so little left for U S and ees in November 1987

in the last several years international insurance companies there," said Martin The former subsidiary lS now known as Concord Insurance
As the stampede of companies leaving the racially divided Rayner, executive vp at Johnson & Higgins in Los Angeles Ltd

nation has accelerated over the past two years, the few Johnson & Higgins does not have a direct involvement in CIGNA's subsidiary had been small, with 97 employees

U S brokers and insurers with South African operations South Africa, although ltS British correspondent, Willis spread among a headquarters in Johannesburg and branch
have divested or ended their business there Faber PLC, has an investment in a brokerage office there offices in three other cities All the employees shared m ow-

The one remaining U S -based broker with an equity inter- Willis Faber Enthovan Pty Ltd nership of the divested company, a CIGNA spokeswoman
est in a South African broker-Alexander & Alexander Ser- The racial and economic situation now evolving from the said
vices Inc -has been trying for the past few months to find a government's apartheid policy belies the natural potential of While the parent company was not specific about the deci-
buyer for its 5% ownership of Priceforbes Federale Volkskas the country, said Mr Rayner, a native South African who left sion to sell the subsidiary, it was based on "customer reac-

"This investment represents less than one-tenth of 1% of his homeland 30 years ago tion" to its continued presence in South Africa, she said

the combined assets of A&A," said a spokesman "A&A ex- "It's a tragic situation It's a country with a lot of potential "It was economically prudent for us to take the action," the
pects to make a decision on the possible sale of its PFE stock and with ltS collective head in the sand about apartheid." he CIGNA spokeswoman said
during 1988 " said CIGNA, Hall and many other companies have subscribed to

A&A acquired the stock when it sold ltS South African Robin Lamprecht, president of Frank B Hall & Co 's over- the so-called Sullivan Principals, guidelines drafted in 1977
operations in January 1986 seas division, said South Africa presented little opportunity to encourage U S -based employers to take more progressive

Many U S companies have felt the pressure of boycotts and for U S insurers and brokers before the tide of divestiture stands in the face of apartheid restrictions
anti-apartheid policies adopted by many client companies, and even less now The principles were proposed by the Rev Leon Sullivan, a
local governments and other potential customers "There wasn't a whole lot to begin with," said Mr Lam- Philadelphia minister They called for relations with black

The U S government position, however, lS that trade em- brecht, also a native South African trade unions, desegregation at work, training black employ-
bargoes in general are meffective and reduce the ability to Hall is liquidating its Frank B Hall (South Africa) Pty ees and other measures
influence policy by removing an American trading presence Ltd The company has not had any employees since 1986 However, the Rev Sullivan disavowed his anti-apartheid

Marsh & McLennan Cos Inc of New York, the world's International condemnation of the South African govern- guidelines last year and called for divestment by foreign
largest insurance brokerage, was the latest U S -based bro- ment's racial policies has become so intense that Insurance companies and stricter sanctions against the racist South
ker to pull out of South Africa It confirmed in May that it company and broker executives that have had South African African government
was selling equity interest in a subsidiary there (BI, May 16) offices generally refuse to talk about former business there When CIGNA, an early signatory to the Sullivan pact, sold

M&M transferred ltS one-third ownership in First Bowl'lng Even after the companies have ended their relations in its interest to employees, about 24 of the 97 employees were
& Associates Holdings Ltd to South African partners South Africa, further inquiries about the situation are met non-white, the spokeswoman said Also, the new owners

The Investors Responsibility Research Center, a watchdog with no comment or terse statements agreed to follow the Sullivan Principals in the future, she
group based ln Washington, DC, has no record of any US M&M, for example, would not comment On its divestment said
insurance companies or brokers that currently have active or the reasons for it "We've said all we have to say about it," Sentry Insurance Group in Stevens Point, Wis, maintains a
operations in South Africa Currently, 150 U S companies an M&M spokeswoman said. "shell" insurance subsidiary m South Afrlea, but does not
still have operations in South Africa While few would disclose the extent of their involvement in have any offices in the country, a spokeswoman said

About 145 U S companies that had investments or employ- South Africa, all said the trade was limited and insignificant The subsidiary, Sentry Assurance Co of South Africa, is
ees in South Africa divested those interests from 1985 compared to other business 100% owned by Sentry Insurance, according to listings by
through 1987, according to Allison Cooper, a research analyst Other departures from South Africa included A M Best Co Inc

for the group Another 10 companies have concluded business • American International Group Inc, which announced in Sentry's business in South Africa has been "insignificant"
there so far this year and at least nine others say they are March 1987 that lt had sold ltS South African subsidiary, in the past, the spokeswoman said
withdrawing from the country, she said American International Insurance Co Ltd, to Johannesburg Corroon & Black Corp , which listed a South African office

The reduction in trade by multinational companies in Insurance Holdings Ltd, a company owned by a consortium in its 1987 annual report, was citing the subsidiary of Lon-
South Africa led to the end of insurance business by U S of shareholders led by Rand Merchant Bank don-based Minet Holdings PLC In which Corroon & Black
insurers and brokers The new owners changed the name of the insurer to AI formerly held a 29 9% interest Corroon & Black sold ltS

Brokers say their few multinational clients that still have Insurance Co Ltd holdings in Minet in February to The St Paul Cos and has no

South African ties are directed to local Insurers for policies Otherwise, AIG will make public no other information mterests or affiliates in South Africa

London market
Continued from page 1 with South African operations say those op- its links with its South African associate ploys 1,500 people, 440 of whom are black,
of anti-apartheid leader Nelson R Mandela erations promote employment among blacks company, said Mr Hazelden he said

Nonetheless, many London underwriters However, Mr Vernon of South Africa said However, at least one British-based com- Other U K companies with subsidiaries or
and brokers agree that South African busi- "The situation in South Africa has led to a pany says it left South Africa for political large investments in South African insur-
ness generally is regarded as high quality lack of investment A lot of big parent com- reasons Bain Clarkson Ltd has no share- ance operations include
and profitable, partly because of the so- panies (based in London and Europe) are not holdings in any South African companies, • Sun Alliance & London Insurance

phisticated risk management techniques investing and providing capital to build up according to Financial Director Jonathan PLC, which has a 797% sharehol(ling in
used by South African corporations their local Operations" in South Africa, re- Hagger Although Clarkson Puckle Ltd held Protea Assurance Co Ltd in South Africa

Most London underwriters are interested fernng to msurance company subsidiaries shares in a South African-based associate Protea posted premiums of 185 5 million

purely in the risk quality, brokers agree Indeed, in the face of increasing calls for company, these were sold after the company rand ($96 4 million at year-end commercial
"I have never come across an underwriter trade embargoes against South Africa from was acquired by Bain Dawes PLC last rate) for 1987, mostly for industrial and

who won't write South African business be- anti-apartheid groups and several govern- April (BI, April 13, 1987) commercial risks, according to William Hol-

Cause lt 15 South African. I haven't detected ments, some leading U K insurance com- "We did not think it was appropriate to den, a manager based in Sun Alliance's Hor-
any reluctance or even any desire to keep panies and brokers have pulled out of the have a holding in South Africa," Mr Hagger sham, Sussex-based headquarters
participation quiet," said one broker, who country or are reducing investment m South said • Guardian Royal Exchange PLC, which

noted that -insurance is largely apolitical African subsidiaries-although all but one But the London insurance market has tra- has a 51% stake in Johannesburg-based
There are lots of places lit the world un- say their decisions were not politically ditional ties with policyholders in South Guardian National Insurance Co Ltd In
derwriters would be more risk averse to than based Africa and the local South African insurance 1987, GNIC made an underwriting profit
South Africa " Most recently, London-based broker Sedg- market, and those links will not be severed of 2 6 million pounds ($4 89 million at year-

Brokers and underwriters say the British wick Group PLC last month sold its share- lightly, insurance leaders say end exchange rates) and earned investment

government's position against trade embar- holding in a South African-based company Most brokers and underwriters in London revenues of 5 1 million pounds ($9 59 mil-
goes with South Africa generally is adopted Sedgwick sold its 30 83% equity interest in agree that there is little political pressure in lion) "Our reason for being in South Africa
throughout the London-based insurance sec- Priceforbes Federale Volkskas Holdings the London market to discontinue writing is a commercial reason and not in any way a
tor (Pty) Ltd to Rhona Ltd , a subsidiary of the South African business, although most ad- political stance," said a GRE spokesman

The British contend that a trade embargo Edmond de Rothschild Group mitted the issue ts "sensitive " • London broker Minet Holdings Ltd ,

against South Afrlea would be counterpro- "The decision to sell has been taken for The Mercantile & General Reinsurance Co which owns 50 1% of Minet Insurance Bro-

ductive m ending apartheid and would im- commercial reasons (and is not) material in PLC,a London-based reinsurance com- kers South Afrlca Propriety Ltd,a specialist
pose economic pressure on the black commu- financial terms to the Sedgwick Group as a pany, has a South African subsidiary with in industrial risks
nity while resulting in a hardening of whole," Sedgwick said in a statement to 1987 premiums of 64 5 million rand ($33 5 Minet encourages black employment in its

attitudes in the white community. Business Insurance million commercial exchange rates) and a South African subsidiary, said Christopher
"It would result in a worse situation," said However, Sedgwick Chief Executive David pretax profit of 65 million rand ($34 mil- Keey, Minet's deputy chairman

a spokesman for the British Embassy in Rowland stressed that Sedgwick is "not tak- lion) "We have no fixed rules about employ-
Washington "Sanctions are not an effective ing a political stance about South Africa " "We are going to go on doing business in ment, but we do actively encourage black
means to end apartheid " Mr. Rowland did not reveal details of the South Afnca. Reinsurance is a totally inter- advancement and about 40% of our employ-

Of the 25 largest foreign companies doing sale but stated that the decision was made national business," said M&G's General ees are black," said Mr Keey
business in South Africa-ln terms of num- for commercial reasons and because it was Manager John Lock at a press conference • Willis Faber PLC, which has a 40%

ber of employees-16 are British, according thought to be in the best interests of Sedg- earher this year to announce the group's re- sharehol(ling in Johannesburg-based Willis
to the Investor Responsibility Research Cen- wick's shareholders Sults Faber Enthoven Pty Ltd, a retail broker
ter, a non-profit research organization British msurer Commercial Union Assur- "We transact reinsurance m almost every that places most of its business m the South

"It is up to each and every (Lloyd's) un- ance Co PLC also is reducing its share- business and area in the world It doesn't African insurance market although some
derwriter to decide whether to trade with holding m its Johannesburg-based company make any difference where it comes from or business "flows through to London," said a
South Africa However, if the government to about 35% from 45% for "business consid- whether you write it in South Africa or Lon- spokesman The broker handles mamly com-
declared a boycott of South Africa it would erations," said William Hazelden, assistant don " mercial risks

be observed by Lloyd's," said a Lloyd's group overseas manager The shareholding is The Mercantile & General Reinsurance Co "Insurance and reinsurance has always
spokesman bemg sold to a local savmgs and loan of South Africa employs 165 people, half of been seen as being essential to human wel-

"We are conscious of the political situa- While Mr Hazelden would not comment whom are black, said Mr Lock fare and has tended to transcend political
tion, but we don't choose any of the busmess specifically on reasons for reducing share- "We wouldn't be making any useful con- boundaries," said a Willis Faber spokesman
we write on a political basis," said one holdmg, he said they were not pottical tribution if we closed our South Africa office Among other U.K brokers, a spokesman
Lloyd's underwnter who leads insurance po- Commercial Umon Assurance Co. of South down," he said for CE Heath PLC said that the company

licies covermg many South Afncan nsks Afnca Ltd. vmtes gross premiums of about British insurance company Eagle Star holds no Investments m South Afnca, while
"There may well be a stage when we pull 300 million rand ($123.2 million based on Holdings PLC. also has "never been under a spokesman for Hogg Robinson & Gardner

out of South Africa, but at the moment we the commercial exchange rate). The subsidi- any pressure to withdraw from South Mountain PLC would not comment on
take the same stance as our government and ary writes both commercial and personal Africa," said a spokesman whether Hogg holds shares in any South
most businesses in the U K," he added. lines insurance South African Eagle Star Insurance Co. African companies. No shareholdings are

And, for the most part, British companies The company has no plans to discontinue Ltd is 60% owned by Eagle Star and em- listed m Hogg's annual report .
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American Trust The 1987 GAAP statement reported that the stocks-
which were origmally contnbuted by KLK-were placed Update

Continued from page 1 last December IntO the "KLK Trust," which is belng
ments Mr Teale described this turnover in the Insurer's mamtamed by a New York Stock Exchange member bro- Damages sought in rig disastermvestments as a constant effort to improve American kerage
Trust's asset base (see story, page 34) American Trust "retams a pro-rata equity in all of

Lawyers for Amencan Trust now are discussing the the mvestment securities m the trust, ' the statement Continued from page 2
mvestment changes and other questions with regulators m says Led by David Burnside, president of the Aberdeen Bar Assn,
minois, Alabama and Texas, and the company hopes to If the stocks are not actually held m American Trust's more than 90 lawyers met in Aberdeen, Scotland, late last week to
resolve the regulatory problems shortly, Mr Teale said name, they would not be considered admitted assets, regu- discuss compensation for the victims' families U S lawyers also

"Here is a company that is endeavoring with every lators say attended the meeting to advise on filing suits in the United States
ounce of power it's got to resolve questions on an ami. Meanwhile, the Illinois Insurance Department on March Mr Burnside said the lawyers would consider filing suits in U S
cable basis," he said "We Just want to plow our own 1 notified all surplus hnes producers in the state not to courts if the amount offered to the families of the victims, who
course and get it right" place any busmess with American Trust primarily were British, is considered too small

American Trust, which was Incorporated in the Turks & Like the Texas msurance board, nhnols regulators were He called negotiations with Occidental's U S counsel "very ami-
Calcos m 1984, is one of several msurance company mem. unable to fix the value of American Trust's OTC stocks, cable," addmg, "A case settled quickly is worth a lot" to the be-
bers of the International Underwnting Assn, an under- accordmg to Etta Mae Credi, supervising msurance dep- reaved who would rather be compensated now than go to court
writing consortium organized by Mr Teale m 1986 (BI, uty Department officials could not find several of the He also warned victims' families to ignore solicitations placed in
Sept 22,1986) stocks m newspaper listings of stocks earned on the Na- Aberdeen newspapers by U S lawyers, saying the lawyers are

Mr Teale previously had served as the first president tional Assn of Secunties Dealers Automated Quotations merely looking to earn contingency fees
of the Insurance Exchange of the Americas in Miami, system, she said Meanwhile, London marine underwriters, who last week met
from 1981-1984 Mr Teale left the IEA when his con- About a month later, the Alabama department or- with surveyors Bateman Chapman to discuss damage to the plat-
tract was not renewed (BI, Sept 2, 1985) Among the dered American Trust to stop representing itself as being form, await a formal claim notice from Occidental and the three
11 members of the International Underwritmg Assn, ac- hcensed m the state and ordered the company to "cease other oil companies that own the platform
cordmg to promotional material circulated by Mr Teale's and desist from the sohcitation, sale or distribution of any "The claim is m limbo," said John Turner, managing director of
Atlanta-based management company, Fenmar Interna- insurance or matenals related thereto, until such time as the oil and gas division of Lloyd's broker Willis Faber & Dumas
tional Insurance Sennces Ltd, are American Trade Insur- You become hcensed by the Alabama Insurance Depart- Ltd, which represents three of the owners of the Piper Alpha
ance Co Ltd, American Transportation Insurance Co ment " Underwriters now believe the Piper Alpha will be a total loss and
Ltd, American Manne & General Insurance Co Ltd, Old The cease-and-desist order followed a March 29 let- that overall claims related to the disaster will total about $1 2
American Insurance Co Ltd and Amencan Atlantic In. ter Mr Teale sent to Rubell Helm Insurance Services Inc billion (BI, July 18, July 11)
surance Co Ltd m Irvine, Cahf, m which Mr Teale confirmed that Amen-

These hve companies were Amencan Trust's only rem- can Trust-"a hcensed surplus lines camer m the state of Accountant to challenge rulingsurers in 1987, according to Amencan Trust's 1987 statu- Alabama"-would wnte health msurance for a multiple
tory statement, which shows $2 nulhon m premiums m employer trust operating in Callfornia and Flonda COLUMBUS, Ohio-Accountant Price Waterhouse & Co says itforce with the five msurers While conceding that he signed the letter, Mr Teale will challenge a state court ruling that it must pay $15 8 million for

Amencan Trust owner KLK also owns Old American said that it was drafted by a former employee who mista- negligently performing a financial feasibility study for the Scioto
and American Marme & General, though Mr Teale said kenly used the word "hcensed" instead of "ellgible" Memorial Hospital Msn
American Trust is the only one of the three msurers that Although surplus lines brokers-rather than the In- The study led the hospital to build a retirement center in Lexing-
has wntten busmess m the United States surance Department--are responsible under Alabama law ton, Ky, whose occupancy rates and revenues fell "far short" of

Mr Teale would not release any of the msurers' fi. for determinmg the fmancial quahfications of surplus Price Waterhouse's projections, according to the suit
nancial statements, saying they are pnvately owned hnes msureis, the Alabama department also had questions However, Fred Miller, a partner in the Columbus, Ohio, office of

KLK Consulting & Management is a "personal fam- about the value of Amel·lean Trust's OTC stocks, according Price Waterhouse said, -The fact is, the hospital retirement center
ily trust," according to Mr Teale to Chief Examiner Paul D Raadt pro]ect was destroyed by an unfortunate fire during construction

Insurers represented by Fenmar offer a wide variety Alabama regulators contacted the NAIC's Secunties The hospital was not adequately insured and could not recover
of coverages ranging from accident and health msur- Valuation Office, which agreed m May to analyze Amen- losses from the contractor that caused the fire "
ance to professional liability, aviation, bloodstock and can Trust's OTC portfolio, regulatory sources say
greyhound mortahty, kidnap and ransom, pohtical risk, The SVO's examination focused on stocks held by the Gulf war risk rates unchangedproduct habillty, workers compensation, fishing vessel and KLK Trust rather than just the portion of the KLK port-
trucking coverages, accordmg to a Fenmar brochure foho attnbutable to Amencan Trust, according to sources LONDON-London marine underwriters so far are not lowering

Mr Teale would not reveal the premium volume of famihar with the SVO report who requested anonymity hull and cargo war risk rates in the Persian Gulf despite last week's
International Underwriting Assn members SVO reports prepared for mdividual departments on m- decision by Iran to agree to a cease-fire with Iraq

Amencan Trust's hve reinsurers as listed in the 1987 dividual companies are considered confidential London underwriters are skeptical of any let-up in the 8-year-old
annual statement also are based m the Turks & Caicos, Accordmg to Amencan Trust's 1987 GAAP financial Iran-Iraq war and will not lower rates until a cease-fire lS carried
though Mr Teale said that American Trust and other statement, KLK Trust owned 10% or more of each of out, said an Institute of London Underwriters spokesman
underwriting association members w111 be movmg to a the followmg companies American Aircraft Corp, Prime If the war ends, "there is no doubt that in the long run (war risk
new domicile because they are "sick and tlred of the snip- Technology Inc, Continental Benefit Corp, Innstar Corp, rates) will come down" in the Persian Gulf, said Chris Rome, chair-
ing" about what he described as perceived regulatory Impact Diversified Industnes Inc, Beta Tech Robotics man of Lloyd's of London Underwriters' Assn
shortcomings in the islands Inc, Royal Amencan Films Inc, NGR International Inc Underwriters will not immediately reduce any rates in the marine

Mr Teale declined to identify the new domicile and RAM Industnes Inc market, including war risk rates, because the underwriters still
Another msurer represented by one of Mr Teale's com- American Trust held shares of all of these compames must pay the estimated $1 2 billion loss from the explosion of the

panies is Victona Insurance Co, a Georma-domiciled m- except NGR International and RAM Industnes as of Dec Piper Alpha platform, he noted (BI, July 18, July 11)
surer 31, according to its statutory statement, whi ch reported Lloyd's of London estimates that insured losses due to the war

Victoria has been ordered to stop writing msurance the market value of the shares at $40 5 milhon This repre- have exceeded $1 billion since 1981
m Flonda (see story, page 34) sented the bulk of the msurer's reported total assets of $47

American Trust's gross prermums of $12 milhon m milhon Response to guaranty fund suit1987 compares with Just $2 1 milhon m 1986 and $169,037 American Trust's GAAP statement reported the value of
m 1985, accordmg to a convention statement filed with the the OTC shares somewhat diferently A note m the state- ALBANY, N Y -Insurers are not legally entitled to the return of
Texas Insurance Board ment revealed that after Dec 31, the quoted value of the $124 million, plus interest, that was transferred from the state's

Volume m 1987 included direct insurance premiums secuntles dropped 41%, mamly because of a 4-1 reverse property/casualty guaranty fund to its general revenue fund, New
of $33 milhon m Texas, $2 1 milhon m Illinois, $1 1 spht of the American Aircraft shares York state says in response to a suit filed by members of the insur-
million in California, $1 1 million in the U S Virgin The GAAP statement-noting that an mvestment bank- ance industry
Islands and $1 milhon in Alabama, the statement says Ing firm that supphed the American Aircraft stock had Six insurance associations and more than 60 insurers filed Suit in

The other $34 milhon in premiums included $25 mil- agreed to compensate KLK for the losses-deducted $10 7 New York Supreme Court in Albany last month seeking the return
hon in direct premiums m another 35 states and $949,701 milhon from the portfoho's quoted value as a reserve to of the money, which was taken from the state's Property/Casualty
m remsurance assumed reflect the declme m the stocks' worth, leavmg equities Insurance Security fund between 1979 and 1982 (BI, June 6)

American Trust was considered ehgible as a surplus valued at $29 8 milhon on American Trust's balance sheet The Insurance Department recently began assessing insurers in
lines insurer m Texas m 1987, but changes m the com- Acknowledging that most of the Insurer's "growth- an effort to replenish the fund, which the plaintiffs contend would
pany's agency representation and lines of business onented" common stocks are restncted shares under SEC not have been necessary had the money not been transferred
prompted the State Board of Insurance this year to ask rules and have "thm tradmg volumes," the GAAP state- In its response, the attorney general's office said insurers cannot
for additional financial information, accordmg to Richard ment reported that the restrictions are to expire m 1988 challenge Section 7603(d) of the Insurance Law, which permitted
B Schroeter, director of surplus lines and 1989 and that Amencan Trust had made arrange- the funds to be siphoned off, because too much time has elapsed

The board received "two or three" financial statements ments "with various brokerage firms to sell blocks of the
from American Trust that were not acceptable for various securities in the event that funds are needed to pay Briefly notedreasons, and the insurer was subsequently ludged inellgi- claims "
ble to write surplus lines business in the state, Mr American Trust's management estimated that one-third The New York Insurance Exchange has agreed not to oppose
Schroeter said of the portfoho could be hquidated within 12 months at foreclosure on its downtown Manhattan headquarters and starting

Mr Teale, meanwhile, wrote to the msurance board discounted prices, the GAAP statement says next month will pay the mortgage holder-New York State Teach-
saymg the company would voluntarily cease writing m However, the NAIC Secunties Valuation Office assigned ers Retirement System-$88,000 rent per month until March 1989
Texas, he added signihcant value to only three of the KLK Trust's OTC for the Space lt lS using running off exchange business The

Among the questions raised by Texas regulators, Mr stocks American Aircraft, Beta Tech Robotics and Royal House Ways and Means Health Subcommittee will hold a hearing
Schroeter said, were whether American Trust is hcensed American Films, regulatory sources famihar with the re- Aug 9 on legislation to require all employers to offer a health care
in the Turks & Calcos to wnte the lands of business it port say plan limiting employees' annual out-of-pocket expenses to
mtended to wnte m Texas--a requirement of Texas law- Five other stocks--Continental Beneht, Impact Diversi- $1,000 for individual coverage and $1,500 for family coverage The
and how the board could establish the value of Amencan fled, NGR International, Pnme Technology and Innstar- legislation was introduced last month by Rep Fortney "Pete"
Trust's portfollo of over-the-counter securities were assigned no value by the SVO, one source smd The Stark, D-Calif (BI, July 4) ...An overwhelming malority of claim-

Most of the OTC stocks were subject to tradmg re- report did not value the RAM Industnes shares, the source ants and shareholders last week approved A.H. Robins Co. s reor-

stnctions under Securities and Exchange Commission said ganization plan, under which Robins will be acquired by Ameri-
rules, according to a 1987 financial statement prepared The SVO discounted the pubhcly quoted bid prices of can Home Products Corp and Dalkon Shield victims would then
according to generally accepted accountmg principles and the shares to reflect various conditions, mcluding the in> either receive a single cash payment of $2 375 billion on the plan's
audited by Hem & Associates in Houston pact of the stocks' restricted status on their marketability effective date or $2 475 billion paid within one year of that

Under SEC Rule 144, restricted stocks must be held and the large number of shares held by KLK, tradmg of date A record $1 28 million fine for violations of the Clean
for two years before any sale The rule also imposes which could depress the stocks' prices, the source said Water Act was reinstated last week against a Richmond, Va,
hmits on the amount of stock that can be sold m any Market makers m Royal American Films and Beta Tech meatpacking plant The fine was reimposed by aUS District Court
three-month penod Robotics stock said last week when contacted by Business ludge during reconsideration of the case, Gwattney of Sm:thf:eld

If the Insurance board were unable to establlsh the Insurance that demand for the stocks is not strong enough Ltd us Chesapeake Bay Foundation Inc, after the Supreme Court
stocks' value, they would not be considered admitted to allow for the sale of large lots of the compames' shares last year clarified the circumstances in which citizens may sue
assets for purposes of determining American Trust's capi- The SVO concluded that the stocks it analyzed m the companies for violations of the act (BI, Dec 7, 1987) Aon Corp
Lal and surplus, Mr Schroeter explamed KLK Trust would ultimately generate about $82 milhon if plans to acquire Reinsurance Agency Inc. in Chicago, the ninth-

The Texas board also has questioned whether the stocks the shares were hquidated over a penod of several years largest U S reinsurance intermediary
are actually held m Amencan Trust's name Continued on page 34
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Florida bans Victoria American Trust's investments

from writing insurance ATLANTA-Investments of Amencan Trust Insurance The largest of these assets compnsed $14 milhon in col-
Co Ltd have changed dramatically m the last two years laterahzed cumulative debentures of Fort Worth, Texas-
as its assets have grown from a reported $74 milhon in based Furst Houston Capital Resources Fund Inc and H

TALLAHASSEE, Fla -The FlorKla Insurance Department has or- 1986 to a reported $47 rmllion as of year-end 1987 Kendnck Holdmg Co Inc , a First Houston unit
dered Victona Insurance Co to stop writing business in the state Amencan Trust President Alan Teale insists that, far First Houston debentures m the amount of $10 million

The Flonda department issued the cease-and-desist order after fmd- from denotlng mstabillty, the constantly changing Invest- were collateralized by
ing that Victoria-heensed m Georgia in May 1987-had been in:unng ment portfolio reflects the msurer's desire to satisfy state • A mortgage on 90 acres of land at Lake Shore Resort
Florida equine mortahty nsks between Apnt 1987 and January 1988, msurance regulators "The story of Amencan Trust is one m Franklin County, Ind, valued at $3 milhon
supposedly through a purchasing group program, said Richard W. of constant improvement by the infusion of better assets • A mortgage on 110 acres of vacant land on Madelme
thomburg, a lawyer with the Flonda department all the way through," he said Island, Wis, valued at $3 milhon

The busmess was written for North American Producers Assn Inc, Mr Teale refused to provide financial statements for • 70,000 shares of restricted common stock in Jove
purportedly a purchasing group, through Ocala, Fla.-based agency Amencan Trust and other members of his International Med-Care Inc and 300,000 restneted common shares of
Sandlyn Heaths Ltd Inc, Mr Thomburg said Underwriting Assn, saymg that the msurers are privately In-Tee International (U SA) Inc

Victoria is not admitted or approved as a surplus lines insurer in held and that financial data is "not available to the press " H Kendrick debentures totaling $4 milhon were collat-
Flonda, and Mr Thornburg noted that the federal Risk Retention Act Business Insurance obtamed copies of several American erallzed by a guarantee from Incapco Inc, another First
does not empower msurers to wnte equme mortality coverage for pur- Trust fmancial statements, prepared m accordance with Houston subsidiary, and "assignment of undivided one-
chasing groups statutory and generally accepted accounting prmciples, eighth mterest in oll, gas and mineral leases" in Hamson

Alan Teale, who resigned as executive vp and director of Victoria from state Insurance regulators and other sources and Wetzel counties, W Va, and Green County, Pa
last December, denied in an interview that Victona wrote the nsks In a 1986 GAAP statement, Amencan Trust reported Other assets reported in the July 31 GAAP statement
as part of a purchasing group program, but agreed that the insurer assets of $7 4 million, the largest of which was a $5 • A $10 milhon note receivable from Amencan Trust's
should not have been domg busmess m Florida milhon non-interest bearmg note from Maranatha Invest- "parent company," secured by a financial guarantee bond

The cease-and-desist order, issued March 9,
.was deserved Vic- ments Corp , identified as American Trust's parent issued by Rockwall, Texas-based Dallas Dynasty Inc

tona was in Flonda mcorrectly," he conceded In an interview, Mr Teale said he did not know if • $6 milhon m preferred stock of Flist Houston and H
Mr. Teale explamed that the busmess was "a mistake on the part of a Maranatha was a subsidiary of Houston-based KLK Con- Kendnck

London broker" who placed the nsks with Victona through contact with sultmg & Management Co, which he said has owned • $2 milhon in "certificates of locked-up capital" issued
another London broker who was a Victoria shareholder at the time American Trust smce 1984 by National Mortgage Investbank Ltd

When Mr Teale found out about the busmess, he says, he warned The $5 milhon note was guaranteed by two separate • $12 million in restricted common shares of First
the London shareholder that Victoria was not eligible to write in- "irrevocable guarantee commitments," each in the amount Houston
surance in Florida By then, he said, it was too late The Florida of $5 milhon, from unidentified third parties Mr Teale says the Flrst Houston and H Kendrick in-
department was m the process of issuing its cease-and-desist order In a note reporting subsequent events, the GAAP state- vestments were subsequently removed because they were

Mr Teale, who says he was not mvolved in producmg the equme ment says that Amencan Trust received $9 milhon in ad- "coming under question," adding that "we lust thought
mortallty business, resigned from Victoria to avoid what he calls a ditional capital in March 1987, consistmg of there were better investments around "

confhct between his activities as a producer for the insurer and his • $2 million in publicly traded stock, transferred by In its year-end 1987 financial statements, American
duties as an officer and director Maranatha to an escrow agent for American Trust's bene- Trust reported the restricted over-the-counter stock that

He said that he produces busmess for Victorla under agreements with ht The unidentified stock was to be pledged to the Na- has attracted the scrutmy of regulators m Alabama, Illl-
two of his companies, Fenmar International Insurance Services Ltd. and tional Assn of Insurance Commissioners to satisfy NAIC nois and Texas (see story, page 1)
TRT Associates Inc, both of Atlanta Bumness produced by Mr Teale requirements for allen insurers, the statement says The year-end 1987 GAAP statement-showing total
is placed through Victona's office m Amsterdam, he said • A $2 milhon certiftcate of deposit secured by pubhcly assets of $48 2 mikon-shows various OTC stocks, most of

Victoria is also described in Fenmar promotional material as a traded stock held by an unidentified attorney them restricted, valued at $29 8 milhon Other assets m-
member of the International Underwnting Assn, a consortium of • A $5 milhon non-interest-bearing note from Maran- clude $5 2 milhon in real estate and mortgages receivable,
Insurers that mcludes Amencan Trust Insurance Co (see story, page 1) atha guaranteed by a third party and secured by pub- $27 milhon in certificates of deposit and $6 3 nulhon in

hely traded stock premiums m the course of collection
All three capital contributions were made in exchange The statutory statement-filed with the Texas Insurance

for surplus notes from American Trust, payable from sur- Board and showing assets of $47 million-values the
plus funds not required for the msurer to meet minimum OTC shares at $40 5 milhon The statement also shows
pollcyholder surplus guidelines, the statement says $28 milhon in cash on hand and on deposit, $186,670 m

Insurance services guide In a GAAP statement prepared as of July 31, 1987, real estate and $25 milhon in premiums m the course of
American Trust reported total assets of $38 6 milhon collection

American Trust
AFFORDABLE VIDEO IDEAL FOR... Contmued from page 33 oblections of state regulators to the insurer's OTC stock
Insurance, Health Care & Benefits m comphance with Rule 144, sources famihar with the mvestments, Mr Teale said

educe.es • Full service from scripts to duplication report say He added that the SVO's review of the KLK Trust port-
• Award-winning computer graphics modules The SVO report did not estimate the ultimate value of foho has been a "very valuable exercise," giving American
• Inexpensive to modify or update American Trust's share of the KLK Trust portfoho, regu- Trust a better idea of assets acceptable to regulators
Write on your letterhead for FREE demo tape

latory sources say Regarding another of the Texas Insurance Board's ques-
0, Benelit Productions, Inc, 3540 Mddleheld Rd ,
IM Menlo Park, CA94025 (415) 365-4566 The SVO also found that some of the stock certificates- tions, Mr Teale said that American Trust has obtained

including certificates for Beta Tech Robotics, Amencan documents from Turks & Calcos regulators showing that
Aircraft, Continental Benefit and Pnme Technology-are the msurer is hcensed in the dornicile to wnte the types of

Use the Insurance not in the name of either American Trust or KLK Trust business it planned to wnte m Texas

Goe*e- Services Guide to
J William VanDerveer, general counsel of KLK in Amencan Trust's lawyers are m the process of furnish-

Houston, said he is Sure KLK will dispute the SVO's ing additional Information to regulators m Texas, Ilhnots
conclusions about the value of the stocks, but he referred and Alabama, hopmg to resolve the questions the msur-reach your best

We perform Job Site Analyses then questions to a Denver-based broker who he said is famil- ance departments have raised, Mr Teale said, emphasizing
conduct mdividually designed Train- prospects. iar with the OTC portfoho that the msurer is making every effort to cooperate with

ing Programs For Back Injury Mr Teale responded to a Buslness Insurance call placed state officials' requests
Prevention. to the broker, saying the broker had called him Mr American Trust and the other members of the Interna-

We've done it forhospitals and police NOW AVAILABLE Teale said he had mstructed the broker not to return the tional Underwinting Assn are trying to build themselves
and flre departments with proven re- phone call into solld, acceptable msurance markets, are operating

sults And, we can do it for you CARPAL-LOCK Mr Teale also disputed the SVO conclusions, and said conservatively, hmiting their net premium-to-surplus ratio
that $30 5 milhon in new assets have been contnbuted to to 1-to-1, and are not committing more than 1% of

Pays for itself in workers' To prevent carpal tunnel syndrome Amencan Trust smce the beginning of the year, Including surplus to any one risk, Mr Teale said
compensation savings alone. PROFLEX™ $11 5 milhon m U S Treasury securities and $19 milhon m The International Underwriting Msn is a "very highly

You'll also gain productivity, save non-restricted stocks regulated and very sophisticated and very carefully con-
disabtlity paymentsand avoid legal and BACK SUPPORT "We thlnk that's gomg to be adequate" to satisfy the trolled group of companies," he said
medical fees

The industrial back support Reinsurance recoverablesCREATIVE HEALTH that feels good

CONSULTING, INC. Contznued from page 35 eral instances, the data was not available In other

915 Heather Road/Deerfield. IL 60015 (415) 632-2200 sure because we believe that the IBNR reserves for cases, we found a mixture of statutory and generally
(312)945 1579 D-H RISK MANAGEMENT SERVICES, INC almost all insurers are understated Nevertheless, we accepted accounting principle write-offs partly over-

154 Sunnymde Dr, San Leandro, CA 94577 have inserted a column, "total adjusted recoverables," laid with the establishment of a "bad-debt" reserve
showing the adjustment when credit is given for these Furthermore, the accuracy of the figures may be a bit
deposited funds fuzzy and the nomenelature of bad-debt reserve some-

WORKERS' COMPENSATION RISK MANAGEMENT SYSTEM Recoverables declined to 90 6% among the surveyed what obtuse
companies after the adjustment is taken into effect, Nonetheless, some insurers are attempting to deal

FOR S€U INSURLDS, TPR'S, ASSOCIATIONS AND CARRIeRS with the reduction for American International Group with the problem more forthrightly than others AIG
Inc being particularly noteworthy and NAC Re Corp appear to have taken the lead in

• PREPARES STATE REGULATORY REPORTS & FORMS • TRACKS RESERVES It should also be pointed out that some companies this area when relating the bad-debt reserve to out-
• HANDLES MULTIPLE EMPLOYERS • PROCESSES ClAIM PAYMENTS & CHECKS have recoverables due from affiliates Such recover- standing recoverables AIG's bad-debt reserve equals

ables should be sacrosanct Recoverables due from af- 5 6% of total recoverables, while NAC Re's reserve is
•CALCULATES BENEFIT AMOUNTS • PERFORMS ON LINE INQUIRIES filiates is most meaningful for Continental Corp , 4% of recoverables
• ADJUSTS BILLS AGAINSTMEDICAL FEE SCHEDULES • MANAGEMENT & AD HOC REPORTS where affiliate recoverables equaled 42 7% of the com- The unanswered questions about the size and quality
• PROVIDES SAFETY AND OSHA REPORTS • MONITORS CLAIMS DUE REVIEW pany's total recoverable base of reinsurance recoverables are beginning to come into

VALUE L€AD€RS IN RISK MANAG€MENT SOFTIUAR€
This year's report also examined the amount of re- focus It iS somewhat ironic that the necessary adjust-

coverables that various underwriters have written off ments for some insurers may well coincide with a
INSTALLATIONS FROMCOASTTOCOAST • CALL FORA FREE DEMODISKETTE over the past two years, as well as any reserves for cash-flow squeeze and the downside of the current un-

INSURANCE SOFTWARE PACKAGES, INC.
"bad-debt" reinsurance recoverables derwriting cycle It is a classic example of "Murphy's

The most significant write-offs were an estimated Law " We view such a confluence of factors as a plus
5118 N 56TH ST. TAMPA, Fl 33610 800-237-8133 (US) 813-621-6069 (Fl) 212-608-1674 (NY) 4 3% of total recoverables at CIGNA Corp and 2 2% at The saga of reinsurance recoverables, which started

Continental Twelve of the 27 insurers in our study with the concept of "cheap reinsurance," appears to be
For advertising Information in the INSURANCE SERVICES GUIDE

made no write-offs entering a more pointed phase While the length of the

Contact: Margaret H,kido, 740 Rush Street, Chicago, Illinois 60611. We attempked to obtain this information from man- finale is a bit uncertain, the last line is quite clear
Telephone (312) 649-5340

agements, since it is not in the convention blanks, and Everybody loves a magic show until the money disap-
we ended up with somewhat incomplete data In sev- pears



Ticker

Leading insurers' reinsurance recoverables*
(In thousands of dollars)

Reinsurance recoverables on Recoverables

Total due from
455

Uneamed Total recoverables Recoverables affiliates
Statutory Paid Unpaid IBNR premium relnsurance as % of due from as % of total
surplus losses losses

'450
losses reserves recoverables surplus affiliates recovery

Aetna Life & Casualty $3,731,778 $234,949 $763,718 $636,301 $364,181 $1,999,149 53.6% $1,999,149 53.6% - 445
AIG 3,521,516 802,225 3,652,730 1,321,406 1,367,890 7,144,251 202.9 3,721,742 105.7

Chubb Corp. 1,210,118 67,496 460,538 384,122 354,781 1,266,937 104.7 1,194,843 98.7 440
CIGNA Corp. 1,795,036 562,276 2,506,517 1,259,372 509,795 4,837,960 269.5 / \

3,261,551 181.7
CNA 1,902,459 246,596 1,038,960 BU66/Zl 40 001 est?g.suoqemiqnd Sewol Gomos285,753 222,409 1,793,718 94.3 1,645,524 86.5
Continental Corp. 1,280,002 435

1
217,725 1,368,258 265,237 731,477 2,582,697 201.8 1,836,423 143.5

Crum & Forster 1,191,478 293,069 1,867,154 1,107,134 422,847 3,690,204 309.7 2,978,122 250.0
Fireman's Fund 1,229,926 380,196 1,000,627 1,017,173 540,380 2,938,376 238.9 2,718,845 221.1 430

.

General Re 2,008,906 56,ZM 334,147 447,709 56,773 894,853 44.5 719,764 35.8
Hartford Group 2,440,946 681,416 2,053,516 874,345 223,246 3,832,523 157.0 3,832,523 157.0 2 49 4, 47 49- 44?:ab'
Home Group 768,549 222,604 958,582 499,929 211,754 1,892,869 246.3 1,804,268 234.8
Kemper 723,701 15,944 1,319,636 581,281 482,504 2,399,365 331.5 2,076,310 236.9
NAC Re 163,233 2,872 46,921 55,651 8,032 113,476 69.5 85,065 52.1
SAFECO 674,103 11,880 55,947 35,144 44,150 147,121 21.8 143,358 21.3
St. Paul 1,200,064

/ndex fell 4.2 points to 439.0 on July 21, from
58,742 599,342 411,513 - 227,528 1,297,135 108.1 - 17156,272 56:4- 443.2 on July 14. Advancing issues were led by

Transamerica 684,873 59,084 184,029 133,461 98,620 475,194 69.4 447,669 65.4 Statesman Group inc, up 12.9%, Hilb, Rogal &
Travelers 2,943,427 270,016 1,627,927 641,376 416,549 2,955,868 100.4 2,955,868 100.4 Hamilton Inc., up 4.5%; USLIFE Corp., up 4%;
USF&G 1,242,970 66,787 826,785 162,788 174,896 1,231,256 99.1 690,563 55.6 The Home Group Inc., up 3.8%; Selective Insur-

* Asof Dec 31,1987
ance Group Inc., up 3%; and Trenwick Group

Source Oppenhelmer & Co Inc Chart Amy Palmer Inc., up 2%. Declining issues, were led by
Marsh & McLennan Cos Inc., down 77%,

Recoverables threaten insurers Avemco Corp., down 6.5%, Zenith National In-
surance Corp., down 6.4%; Arthur J. Gallagher
& Co, down 6.1%; SCOR US Corp., down 5.3%;

By MYRON M. PICOULT
and Aneco Reinsurance Co. Ltd., down 4.4%.

chart 27 companies We reviewed the consolidated Issues showing the most activity during the pe-
Special to Business Insurance Given the magnitude of the numbers and convention blanks for these companies and riod were: Farmers Group Inc, 7.3 million

the questions regarding the quality of rein- sought out data on both paid and unpaid re- shares traded; Sears, Roebuck & Co (Allstate
EVIDENCE CONTINUES to mount that surance recoverables, managements m gen- Insurance recoverables In addition, we re- Insurance Group), 21 million shares traded;

reinsurance recoverables remain a eral have provided little information The viewed incurred-but-not-reported habilities and Chubb Corp., 1.5 million shares traded. The
gnawing problem for the property/casualty National Assn of Insurance Commissioners as well as the estimated unearned premium Business Insurance index dropped 0.9% for the
insurance industry In fact, reinsurance re- lS looking into standards that would provide reserve As expected, the total figures were period, faring better than the leading market in-

coverables represent a sig- an "aging process" for recoverables and very high for several insurers On average, dicators: The Dow Jones 30 Industrials and the
nificant portion of the offer some insight into their quality (BI, July for all 27 companies in our study, paid losses Standard & Poor's 500 both fell 1.3%, and the
property/casualty indus- 18) Guidelines for writing off past-due re- equaled 10 4% of statutory surplus, unpaid NYSE Composite dropped 1.2%.

, l«) i.- try's financial underpin- coverables are long overdue The sooner the losses 53 3%, IBNR 27 3% and the estimated
nings problem is addressed the better The longer unearned premium reserve, 19 9% All told,

Data reported by the In- it is delayed, the more the credibility of the this equaled 110 9% British issues
surance Services Office NAIC is impinged upon 1 WeekIn addition, there is an item called "funds
Inc shows that at the end Meaningful adJustments bevond simple ac- held or retained for the account of unauth- July 21 Price P/E Div Yield High-Low

Companies Pence pence % pence pence
of 1986-the latest avail- knowledgment of past due recoverables may orized companies" burled on the liability Commi Union 382 14 5 21 9 56 382-471
able data-recoverables be too much to hope for in insurers' 1988 side of insurers' balance sheet In essence, Gent Accident 914 10 6 47 9 51 914-895

for the industry as a whole convention statements The 1989 blanks may these are deposited funds that could be used Gdn AO¥*Exch 194 145 552 56 194-187
Mr. Plcoult accounted for about 85% be a more realistic target date Nonetheless, to offset bad recoverables The caveat is that Royal 410 10 8 26 4 63 412-408

of statutory surplus A M the die has been cast and some "dirty linen is the recoverables have to be related specifi- Sun Alliance 985 161. 43 1 42 988-980

Best Co data Indicates that recoverables re- likely to be hung out on the hne " cally to the company for which the deposit lS
presented 57 2% of the Industry's year-end Brokers

Our study shows that exposure to the re- held We are not convinced that this figure
Bradstock 229 129 50 29 23-2141986 surplus The estimated figure for 1987 coverable problem is still not evenly shared should be used to reduce recoverable expo-

is about 60% The apparent discrepancy be- More realistic recognition of the problem
CEHeath 446 171 345 77 446-442

Continued on page 34
tween the ISO and Best figures relates to the will underscore the fragility of some insur-

Hogg Robinson 180 144 96 52 180-175

Uoyd Thompson 180 157 68 37 180-175
fact that the ISO figure does not Include re- ers' capital bases Based on the previously PWS Hokings 205 86 14 4 68 205-200

coverables from affiliated insurers, whereas mentioned estimate of 60% of surplus, rein- Myron M Pzcoult zs senzor up and sentor Sedgwick Grp 238 14 8 16 4 67 240-238

the Best figure does surance recoverables for the industry for insurance analyst w:th Oppenhe,mer & Co SteeIBrrIJones 197 137 154 59 265-260

On average, for 27 companies included in year-end 1987 would approximate $62 :n New York He :s the past president of the wims Faber 262 137 154 59 265--260

our 1987 survey, recoverables equaled billion Our guess is that at least $10 billion Assn of Insurance & Fmay:czal Analysts and Source Philip Olsen/Alan Clifton, Insurance Industry

110 9% of statutory surplus Data for 18 of that figure is bad Specialists Kitcat & Allken Stockbrokers,
a member of the New York Soczety Of London

commercial lines insurers appears in the This year's study was expanded to include Security Analysts
1

Bl industry Stock Report JULY 21, 1988 7/15/88 THRU 7/21/88

BROKERS Weekly Year to Date Annual MI(VBk Weekly Year to Date Annual MkVBk

Price % change % change High Low Vol (000) $ 0/ % Yield ME Book value value Pnce % change % change High low Vol (000) $ Div % Yield P/E Book value value
Alexander & Alexander Svcs NYSE 23.63 2I 331 2488 17.75 294 1.00 42 150 371 6 37 General Re Corp NYSE 5400 09 34 5638 4550 403 120 22 107 26.21 206
Baldwin & Lyons Inc ,OTC 1600 -30 333 1650 1200 0 0.20 13 E 2 18 31 0 87 Home Group lic - NYSE 13.75 38 157 14.38 1150 272 020 15 29 1775 0.77
Corroon & Black Corp NYSE 30.75 28 88 34.75 28 00 81 108 35 47 5.43 566 Hanover Ins Co OTC 2425 00 43 2625 2050 29 036 15 54 25.10 097
Gallagher Arlhur J & Co NYSE 1725 6 78 1888 1388 107 048 28 124 516 3 34 Harleysville Group Inc OTC 1600 08 220 1638 1338 21 040 25 71 1665 0.96
Hall Frank B & Co NYSE 4.63 25 608 550 288 53 000 00 124 0.00 N/A Hartford Steam Boiler lisp OTC 3125 00 359 32.75 22.50 129 120 38 116 1065 2.93
Hilb Rogal & Hamilton OTC 1150 45 179 1275 9.75 16 0.00 00 124 000 N/A Kans City Ute Ins OTC 31.00 00 181 31 00 25 25 0 000 00 116 000 N/A
Marsh & McLennan Cos Inc NYSE 53.63 71 8- 5850 4525 500 240 45 131 6.74 7 96 Kemper Corp OTC 23.75 10 159 25 25 20.75 421 0.72 30 74 26.50 0.90
Poe & Assoc Inc OTC 850 0C 214 925 6.75 0 0.40 47 20 057 14.91 Lawrence Ins Group AMEX 1563 31 131 6 1750 688 2 032 20 161 4.35 359

BROKERS AVERAGE 25 239 26 89 LiberlyCorp SC NYSE 3925 -03 106 4725 3450 12 080 20 145 1740 226

Lincoln Nat I Corp NYSE 46.25 00 153 48.75 40.25 77 2.36 51 89 3662 126

CONGLOMERATES & HOLDING COMPANIES NAC Re Corp OTC 2525 19 42 3 2750 1850 62 000 00 147 19.92 127

Nobel Ins Lid OTC 6.00 -40 31 4 950 4.50 209 0.44 73 286 9.37 064

Berkley W R Corp OTC 25.50 05 63 2900 2350 Northwestern Nat I Life141 036 14 6D 1763 1.45
OTC 2975 17 300 30 38 22.63 153 112 38 76 3505 085

Berksh,re Hathaway Inc OTC 4400.00 00 49 2 4525 00 2755 00 210 000 00 21 4 69.38 11 91
Ohio cas Corp OTC 3488 11 38 38 25 32.25 116 188 54 82 2786 125

ITT (Hartford Group) NYSE 4963 43 103 5338 4325 942 125 25 67 52.23 0.95 Old Rep Intl Corp OTC 2575 05 288 25.75 1913 215 0.74 29 60 27.82 093

Sears Roebuck & Co (Allstate) NYSE 3588 10 67 3988 32.25 2143 200 56 88 34.74 103
Orion Cap Corp NYSE 1638 36 21 3 1763 1313 29 0.76 46 56 934 175

CONGLOMERATES AVEAAGE 15 181 24 10 7 Phoenix Re Corp OTC 875 28 346 9.50 675 73 000 00 63 1108 0.79

Protective Ute Corp OTC 14.13 -08 153 1513 1225 65 070 50 13 5 1725 0.82

INSURERS/REINSURERS Re Capital Corp AMEX 1000 12 -48 11.75 913 11 0.00 00 625 11.49 0.87

Provident Ute & Acc Ins Co OTC 2050 06 31 2 21.88 15 63 277 084 41 157 7 27 45 0.75

St Paul Cos Inc OTC 42.50 06 76
Aetna Lite & Cas Co

5100 3825 394 2.00
NYSE

47 60 3583 119
4438 11 19 49.88 39.50 1196 2.76 62 60 53.56 083 SAFECO Corp OTC 24.75 29 108 30 00 22.75 457 108 44 79 21.39American General Corp NYSE 116
2988 36 59 3638 2750 648 140 47 81 28.04 1 07 SCOR US Corp NYSE 6.75 53 27 0 950 688 41 010 15 49 9.39

Amer Heritage Ue Invt NYSE 072
2500 10 31 2600 2400 1 1.08 43 113 2098 1 19 Selbeis Bruce Group Inc OTC 13.25 19 178 14.25 1100 53 0.80 60 86 1251Amer Indty Fin I Corp OTC

106
1025 00 139 11.75 825 0 056 55 158 1526 067 Selective Ins Group Inc OTC 2600 30 368 2600 1925 33 124 48 59 1952

American Int I Group NYSE
133

58.88 17 19 6538 4900 997 040 07 96 3356 1 75 Statesman Group Inc OTC 438 129 66 275 175 101 005 11
Aneco Reins Ltd 59

OTC
3.48

263 126
-44 222 4.00 263 40 000 00 45 2.58 102 Tokio Manne & Fire Ins OTC 6938 13 53 8588

Aon Corp
6325 25 022 03 61 9

NYSE 000 N/A
26.38 45 153 27 00 21 88 111 1.28 49 93 15.13 1 74 Torchmark Corp NYSE 3175 -04 296 3350 2450 187 1.20 38 101 1224

Argonaut Group OTC
259

4050 -30 361 49.00 29.50 62 000 00 66 2919 1 39 Transamerica Corp NYSE 33.13 -04 114 36 75 29 75 605
AVEMCO Corp

1.84 S 6 66 2494
NYSE

133
2525 -65 286 2875 1788 59 034 13 123 7.74 3 26 Travelers Corp NYSE 3600 24 25 40.00 33.00 1257 240 67 92 45.28Belvedere Corp 080

AMEX 450 00 27 6.00 438 7 004 09 65 7 87 0 57 Trenvwck Group Inc OTC 1300 20 268 13.25 975 19 016 12 112 1541Business Mens Assurn Co OTC
084

34.75 -07 299 3675 2550 21 120 35 632 2445 142 United Fire & Cas Co OTC 26.00 00 00 27 00 24.00 1 108
Chubb Corp

42 49 2256
NYSE

115
5338 05 -15 63 38 51.25 1454 2.16 40 61 46.13 1 16 United States Fid & Gty NYSE 3088 20 84 34.38 28 88 672 2.64

CIGNA Corp
85 69 19.53

NYSE
158

4575 48 43 51.88 42.75 386 296 65 63 49.19 093 UNUM Corp NYSE 23.38 16 264 2463 1788 310 0.48
CNA Fin I Corp 21 116 2853

NYSE 0.82
5438 18 22 64 25 5100 189 000 00 79 46.40 1.17 USLIFE Corp NYSE 3900 40 368 39 38 28.00 269 1.28

Continental Corp NYSE
33 101 46.77

3850 083
35 46 41.63 34.75 687 260 68 73 42.10 091 Washington Nat l Corp NYSE 2800 -09 173 2863 2400 23

Durham Corp 1.08
OTC

39 130 3233
3300

0.87
29 535 3625 21 50 67 092 28 340 2600 1 27 Zenith Nat I Ins Corp NYSE 2188 64 45 9 2388 1500 31 088Farmers Group Inc OTC

40 98 13.78
5175 37

1.59
286 6575 4050 7317 144 28 126 2202 235

Areman s Fund Corp NYSE 31.50 12 212 3350 25.75 341 050 16 5250 2617 1.20 INSURERS/REINSUREAS AVERAGE 47 151 33 25 2
Fremont Gen Corp OTC 1025 13 64 13 50 875 121 060 59 5250 1624 063 ALL COMPANIES AVERAGE 09 163 32 227

-

System design Communications Research Group



"  disk full of risk Armahon? "
I +hou* 40u Wanted a *skfilll

f

You won't hear that from Zurich-American.
That's because our Automated Insurance Man-
agement System (AIMS), provides risk managers
with comprehensive, easy-to-use information on
regularly updated personal computer disks.

So instead of wading through books or search-
ing for reports, you can have instant access to
data related to claims inquiries, pre-defined
reports, summary reporting - in short, the infor-
mation you need to effectively and efficiently
manage your company's loss activities.

Which is one more creative approach to better
insurance. And one you can depend on. From
Zurich-American.

ZURICH-AMERICAN

American Creativity Swiss Dependability
ZURICH-AMERICAN INSURANCE GROUP

Zurich Insurance Company ·American Guarantee and Uability Insurance Company · Executive Offices, Schaumburg, IL 60196
A MEMBER OF THE WORLDWIDE ZURICH INSURANCE GROUP


