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Taxing benefits
under scrutiny

By DEBORAH SHALOWITZ

WASHINGTON-Elimination or modification of the tax-
favored status of many employee benefit plans is under con-
sideration again by two key congressional committees trying
to reduce the federal budget deficit.

The proposals are outlined in a 291-page report prepared by
the staffs of the Joint Committee on Taxation and the House
Ways and Means Committee. They do not actually recommend
the new taxes but, rather, lay out the pros and cons of the
options and the estimated revenue effects.

Some of the key options outlined by the report include:
0 Altering the tax status of employer-provided health cov-

erage, which could raise between $1.2 billion and $9.1 billion
in 1988, depending on the specific proposal.

• Taxing employer-provided group-term life insurance,
which could raise between $800 million and $2 billion in
1988.

• Taxing employee benefits for workers with an annual
income of $60,000 or more, which could raise $1.1 billion in
1988.

• Altering the tax status of cafeteria plan benefits, which
could raise between $600 million and $800 million in 1988.

The report also describes how redefining full-funding limi-
ta1jASs for pension plans could raise $600 million in 1988.

,/ The report is significant because it will be used in discus-
sions by the Ways and Means Committee, which, with the
Senate Finance Committee, has jurisdiction over taxes. Ways
and Means Committee Chairman Dan Rostenkowski, D-Ill.,
requested the report.

The report "is the laundry list that the committee will work
from in considering the various ways of achieving revenues
that are called for in the budget resolution," observed Frank
McArdle, director of education and communication at the
Employee Benefit Research Institute, a Washington-based
benefits think tank.

Continued on page 12

update

Congressional panel OKs
state health insurance pools
WASHINGTON-A provision al-

lowing states to require all em-
ployers with 20 or more employees
to participate in state health insur-
ance pools for the uninsurable was
approved by a key House subcom-
mittee as part of Medicare recon-
ciliation legislation.

Under the provision, losses from
state risk pools for the uninsur-
able would be divided equally

Continued on nezt page

High D&0 premiums
here to stay: Wyatt

By ROBERT A. FINLAYSON

CHICAGO-Risk managers should not expect the cost of.
directors and officers liability insurance to drop signifi-
eantly anytime soon from current lofty levels, although
rates may be stabilizing, concludes a survey released
today by The Wyatt Co.

While the cost of directors and officers liability cover-
age escalated tremendously from 1984 to 1987, Wyatt's
biennial "Directors and Officers & Fiduciary Liability
Survey 1987" reveals that the coverage is not greatly
overpriced in relation to losses.

-The survey seems to say that underwriters were under-
pricing the product in the early 1980s, and when they
increased premiums, they overshot to some degree but
not to the degree people tend to think," says Warren
Brockmeier, vp of risk management for The Wyatt Co. in
Chicago.

And, the survey finds that claim frequency continues to
rise 15% to 20% per year.

In an effort to chart the rising cost of D&0 insurance,
while also taking into account other variables such as cor-
porate asset size, policy limit, corporate reimbursement
deductibles and retentions above the deductible, Wyatt
developed a premium index.

The index, with premiums in 1974 serving as the base of
100, vividly illustrates the dramatic increase in D&O pre-
miums in 1985 and 1986 for U.S. corporations. The index
average jumped from 54.3 in 1984 to 682.4 in 1987, while
the index median soared from 38 in 1984 to 415 in 1987.

Taken by itself, the survey says, this increase "would
appear to support the contention that the market over-
reacted to a horrendous degree."

However, the survey continues, when the premium
index is plotted against an index illustrating D&0 losses,
"it appears that the redundancy in premium currently is

E

E
E

&

0

Indexed D&0 premiums and losses

700 ==4 -=,=zd Indexed premium_«:
' -,Indexed losses

600 r - 5 --<F-=5 7*» ---:3 4» 7 gi--

100 --

'78 '79 '80 '81

Source: The Wyatt Co.

r

E-

l,L L

'82 '83 '84 '85 '86 '87

Year

Chart: Amy Palmer

not as great as one might suspect."
The survey concludes that this relationship -tells us

that underwriters were digging a substantial hole for
themselves during the soft market, and have over-ad-
justed to some degree at this time, but with the present
trend in losses, prices will never return to the levels of the
early 1980s."

"There may be a modest decrease, but I would be very
surprised if the market came back with cost reductions of
40% or 50%. I can see them coming back with a 10% or
20% reduction next year in a somewhat more competitive

Continued on page 25-

Steinberg's pay tops among insurers
By KAREN HUELSMAN

Asked to comment on his salary during a
meeting with potential investors, the chief
executive officer of a reinsurer going public
last year quipped: "If your implication is I
am grossly underpaid, I totally agree."

When the laughter among the group died
down, Trenwick Group Inc. Chairman and
Chief Executive Officer James F. Billett Jr.

didn't have to say any more about his 1985
cash compensation of $190,000.

Indeed, the CEOs of many of the major
commercial property/casualty insurance and
reinsurance companies are still playing cash
compensation catch up to their brethren in
other financial services businesses, but they
are hardly poor step-brothers.

And a few of the executives have nothing
to complain about: The most fortunate
among the CEOs of the major commercial in-
surers: Saul P. Steinberg, 47, chief executive
officer of Reliance Group Holdings Inc., who
earned $4.19 million in cash compensation

last year, including bonuses.

But, there are few people to question Mr.
Steinberg's paycheck since he controls about
33 million shares-or 77%-of Reliance's

common stock. Re-

liance, which went

public in 1986 after
four years as a pri-
vately held company,
has interests in in-

surance, real estate
and consulting bu-
sinesses.

And, Mr. Stein-

berg's compensation
from Reliance is just
a fraction of his total

wealth: Forbes mag- ,
azine last year re-
ported that Mr. Mr. Steinberg

Steinberg and his family control holdings
valued at $650 million.

No other insurance company chief execu-
tive among the 30 companies surveyed by

Willis Faber moves into U.S.

by acquiring Stewart Wrightson
Page 3

Business Insurance could even come close to
matching Mr. Steinberg's cash compensa-
tion, though three others garnered cash com-
pensation exceeding $1 million last year.

But, ironically, the lowest-paid of the 30
insurance company CEOs surveyed by Busi-
ness Insurance was Warren E. Buffett, 56,
chairman and CEO of Berkshire Hathaway
Inc.,who probably is the only billionaire on
the list.

Mr. Buffett received $101,099 in cash com-
pensation in 1986-only a 1.1% increase from
1985 compensation. But he owns 41.8% of
the company and is the only person known to
own more than 5% of the company's common
stock, according to its proxy statement.

Mr. Buffett's B'erkshire Hathaway stock
was valued at $1.4 billion last year, accord-
ing to Forbes, making him the nation's fifth-
wealthiest individual.

Business Insurance gathered information
on commercial insurance and reinsurance

company chief executives' salary, bonuses
and stock holdings from the 1986 proxy

Fireman's Fund abandons

Massachusetts market

Page 3

statements and annual reports of 30 leading
holding companies specializing in commer-
cial insurance and reinsurance.

Half of the CEOs included in the survey
received compensation between $500,000
and $850,000. The median figure was nearly
$670,000.

As publicly held insurers expand into fi-

nancial services, executives are being paid
more, according to David Cates, a consultant
in the compensation group at Hewitt As-
sociates in Lincolnshire, Ill.

"A small mutual insurer traditionally has
not been as aggressive in compensation as a
stock company," Mr. Cates said. "The corpo-
rate missions differ."

For example, he said mutual insurance
companies have concentrated on providing
the policyholders, or owners,· with service.
Stock companies have emphasized a return
on investment and, therefore, have paid
more competitive salaries to executives, he
said.

Continued on page 31

Nearly all big employers offer
401 (k) plans, survey shows

Page 3
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update Altering McCarran-Ferguson
Panel OKs health pools won't solve crisis, NAIC saysContznued from previous page

among participating insured and self-insured employers Non-par- By MEG FLETCHER ran-Feiguson
ticipating employers would be assessed 5% of gross annual wages One proposal for amending the act is legislation in-

Premiums foi the risk pool coverage could not exceed 150% of av- WASHINGTON-Repeal or modification of the troduced by Sen Howaid Metzenbaum, D-Ohio, which
el age comparable individual policies sold in the state McCarran-Ferguson Act would not solve the liability would subject insurers and advisoiy oiganizations to

Meanwhile, a bill to require employers that provide medical in- insurance crisis but rather would create new head- fedeial antitrust law Howevei, the joint collection and

surance to offer catastrophic coveiage, H R 2300, was withdiawn aches for insurance buyers, contend state insurance exchange of historical loss data as well as engaging in
duiing the Medicare reconciliation debate in the Health subcom- regulators certain joint activities-such as banding togethoi to
mittee of the House Ways and Means Committee (BI, May 11) In a 12-page position paper released last week, the piovide coverage thiough industiywide pools-would

National Assn of Insurance Commissioners claims be legal undlei the bill (BI, June 8)

OSHA pre-empts state litigation that any change in the 1945 law, which gives insurers In addition, Rep Don Edwaids, D-Calif, has intio-
limited immunity fiom federal antitrust law and duced a bill, H R 2727, that would iepeal the antitiust

CHICAGO-Illinois companies and their executives cannot be giants primary regulation of the industiy to the states, exemption granted by McCarran-Feiguson But unlike
prosecuted under state criminal law for sublecting employees tc would be "severely detrimental" to insurance buyers' the Metzenbaum bill, Rep Edwards' proposal does not
dangerous working conditions, the Illinois Appellate Court ruled interests erplicitly giant insurers permission to jointly collect

Such legal action is pre-empted by the Occupational Safety and Repeal or modification of the act would deprive in- and exchange information
Health Act of 1970, the appellate court ruled last week surance buyers of the advantages inherent in state Howevei, existing state laws allow insurers to en-

The decision upholds a Cook County Circuit Court judge's De- i egulation, inclu(ling local responsiveness to consumer gage in "reasonable" joint activity, according to Rep
cember 1985 decision to dismiss criminal charges of agglavated complaints and innovative piograms, such as market Edwards' office
batteiy, reckless conduct and conspiracy biought against Chicagc assistance programs and joint underwziting associa- In its position papei, the NAIC says that the public

Magnet Wire Coip, an Elk Giove Village, Ill -based company, and tions, the NAIC says inteiest groups, small businesses and associations that
five of its executives for allowing wokers to be exposed to toxic In addition, changes to McCarran-Ferguson would support repeal of the antitiust exemption are moti-
substances (BI, May 26, 1986, Dec 30, 1985, June 24, 1985) hamper effective state regulation and result in in- vated by "an undeistandable fiustiation" with the

The Illinois Supreme Court is expected to review the case creased involvement of federal officials and numerous high cost and limited availability of liability insul

coult tests, according to the NAIC ance

Ex-AIG execs join Reliance unit The position paper was released after five NAIC But "modification of McCarran is not even a partial
memoers testified before the Commerce, Consumer solution to the liability crisis The issues are fun-

NEW YORK-Dennis A Busti, who left an American Interna- Protection and Competitiveness Subcommittee of the damentally unrelated," the NAIC contends
tional Group Inc unit earlier this yeai to join a Berkshire Hath- House Energy and Commerce Committee in a hearing The insurance crisis was not caused by a lack of

away Inc subsidiary (BI, Feb 2), has now joined Reliance Insur- on the adequacy of states' responses to the problems of competition, "which a iepeal or modification of
ance Co to form Reliance Brokerage Inc unavailable and unaffordable insurance McCarran would be designed to address," the NAIC

RBI will write directors and officers hability insurance, profes- The NAIC unanimously adopted the position paper says
sional liability coverage and other lines June 26 m a closed session at its summer meeting in "The practice of insuiers seveiely undercutting

Michael B Russo, who left AIG to join Berkshire Hathaway with Chicago The papei is an effort to detail the NAIC's prices in order to gain incieased market share led
Mr Busti, will also Join Mr Busti at RBI previously stated objections to any change in McCar- Continued on page 34

Mr Busti had been president and chief executive officer of Co-
lumbia Insurance Co, a Berkshire Hathaway subsidiary, while
Mr Russo had been senior vp and chief financial officer The pan Workers lose punitive claimwill hold the same positions at RBI

At AIG, Mr Busti was president of American Home Assurance
By STEPHEN TARNOFF tended

Co, Mr Russo was a vp
The exclusive remedy doctrine mandates workersMr Busti said he decided to join RBI because lt W111 provide him

ATLANTA-An employer can be sued for ptoperty compensation benefits as the only souice of compensa-with a "broader operating scope" in the long run
damages stemming from a workplace accident, but not tion from employers for employees injured during theSeparately, William Munson, former senior vp and chief under-
punizive damages if the employee also was injured, a course of employment

writing officer for AIG's American International Underwriters,
state appellate court says Last week, James A Secord, the attorney for the

}oined The Home Insurance Co as executive vp-standard com-
The Court of Appeals of Georgia ruled June 18 in employees in the Thomason case, said he had filed amercial lines and president and CEO of The Home Indemnity Co

Superb Carpet M:lls Inc us Thomason that "the motion for a rehearing with the appeals court and that
Workers' Compensat_on Act does not bar an employee if the motion is not g anted he would likely seek re-

LTV may re-assume liabilities from bringing a claim for property damage against his view from the state Supreme Court
employer " Calling the decision "logically inconsistent," MI Se-DALLAS-The Pension Benefit Guaranty Corp may force LTV While the employer is not protected by the exclusive cord contends that the punitive damages soug4*, the

Corp to re-assume responsibility for ltS $2 32 billion in pension
remedy of the Georgia Workers Compensation Act employees are based on Superb Carpet Mills' allek4liabilities now that the steel company may restore some supple-
against suits for the value of personal property des- outrageous conduct that caused damage to the plain-mental pension benefits, says Royal Dellinger, the agency's deputy
troyed in a work-re_ated accident, an employer may tiffs' property, not the personal injuries they sufferedexecutive director
not be sued for punisive damages for ltS alleged reck- Mr Secord iS with the Rossville, Ga , firm of Harriss,

A tentative labor agreement between LTV and the United Steel-
less conduct in causing the property damage if the em- Hartman, Aaron, Townley & McWharton.

workers union calls for LTV to restore an average of 92% of the
ployee also suffers personal injuries in the same acci- An attorney foi Superb Carpet Mills called the deci-

$400 in monthly supplemental pension benefits lost by about 8,000 dent, the court said sion "favoiable to employers" in Georgia
early retirees when the company filed for reorganization under
Chapter 11 of the Federal Bankruptcy Act in July 1986 (BI, July 28,

As a result, Superb Carpet Mills does not face a $2 "It is a step by the court of appeals of Georgia to

1986) million punitive damage claim brought by two employ- maintain the sanctity of the doctrine of exclusive rem-
ees who suffered $20 in damages to their clothing, but edy," said James T McDonald Jr, with the Atlanta

The PBGC assumed the company's unfunded pension liabilities,
also suffered serious personal injuries in a plant ex- firm of Swift, Currie, McGhee & Hiersbut it does not insure supplemental benefits
plosion (BI, April 20) However, Mr McDonald acknowledged that the de-Union local presidents have approved the agreement with LTV,

The decision by the appeals court partly affirmed cision to some extent opens up the possibility of moreand the union's membership is expected to vote within the next few
weeks The PBGC will not decide what action it will take until the and partly reversed a lower court decision that per- suits for property damage against employers

mitted the employees to sue their employer for both "In some circumstances, the employee could recovermembers vote, Mr Dellinger says
compensatory and punitive damages in connection foi property damages which occur through the negli-

NYIE targets three syndicates
with the property damage they suffered gence of the employer," he noted "But there won't be

Had the punitive damage ruling been affirmed on that many circumstances This doesn t open up a Pan-

NEW YORK-The board of governors of the New York Insurance appeal, it could have opened the door to many more dora's box "
employee lawsuits that alleged property damage The case arose out of a Dec 8, 1983, accident at

Exchange voted June 26 to seek rehabilitation or liquidation of
against employers in Georgia in order to recover puni- Superb Carpet Mills' plant in Gilmer Countythree exchange syndicates KCC New York Syndicate Corp,US
tive damages, the attorneys for the defendant con- Continued on page 30Risk Inc and Pine Top Syndicate Inc

Joseph Fahys, exchange president and chief executive officer,
said the board has not yet asked the New York Insurance Depart- inside
ment to petition for court supervision of the syndicates The ex-
change may supervise the rehabilitation or liquidation efforts

KCC, owned by Donald Kramer and other investors, reported a
policyholder surplus deficit of $15 million at year-end 1986, U S V A Bermuda court has given liquidators of Cambridge departments
Risk, owned by Chesapeake Financial Corp, reported a surplus Reinsurance Ltd tre go-ahead to begin their novel plan Around the states............. .................................11deficit of $1 4 million, and Pine Top, owned by Pine Top Insurance to liquidate the company PAGE 6

Ask a casualty actuary 90

Co -currently being hquidated by the Illinois Insurance Depart-
ment-reported surplus of $82,066

Benefit beat............................... . .„„„„„„13

1 This week's editorial points out there ts nothing new or Bermuda
Mr Kramer, who was a chief architect of the exchange, is chair- ... I

6
ove-ly convincing In the National Assn of Insurance

man of NAC Re Corp
Classifieds 10

Commissioners' arguments for preserving the McCarran- Comings & goings: industry 16

Philippine Airlines crash
Ferguson Act PAGE 8 Datebook........................ . . 32

Insurance services guide 14

4 Establishing a structured settlement program can sig-
LONDON-Philippine Airlines Inc has $500 million in liability Legal briefs 93

nificantly cut claims costs for defendants, says William L
insurance to cover compensation for the families of 45 passengers, Letters

Winslow of Merrill Lynch Structured Settlement Services London 94including 10 Americans, who were killed when the airline's HS 748 Inc, in a Perspective article PAGE 21
aircraft crashed into Mount Ugo in the Philippines on June 26 Markwo 17

However, last week, the underwriters had not set up a lia- Opinions..... .
p•' A new Lloyds of London non-marine syndicate that

bility fund to pay for the losses Perspectives 91
hopes to begin underwriting next year will use about a

The plane, which was insured for $990,000, crashed nine miles Ticker 15

quarter of Its capacity to write North American reinsur-
southeast of Baguio, killing the passengers and five crew Worldwide 09

ance business PAGE 32
Hull and liability insurance for the airline, which was renewed

Vol 21, No 27-Business insurance (ISSN 0007-6864) iS published weekly
Dec 15, is placed in London by Stewart Wrightson (Aviation) Ltd ,•0 Securities analyst Myron M Picoult of Oppenhelmer & at 740 N Rush St Chicago W 60611 2590 Second class postage ts paid
and led by The Britrsh Aviation Insurance Co Ltd , Lloyd's of Lon- Co says investors should examine how much stock prop- at Chicago, 111, and at additional malling offices Postmaster Send address

don's Ariel syndicate and The Orion Insurance Co PLC changes to Business /nsurance, Circulation department, 965 E Jefferson
erty/casualty insurer executives own in their companies Ave, Detroit, Mich 48207 313 446 1611 Copyright 1987 by Cran Cornmu

Contznued on page 33 to find out "who is minding the store?" PAGE 35 mcations Inc
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Fireman's Fund leaves Massachusetts
By LAURA MAZZUCA setts auto insurance," Liberty Mutual Insurance Co said Notification times vary by line of insurance For example,in a prepared statement automobile insurance requizes a 45-day non-renewal noticeBOSTON-In a surprise move that some industry experts But the Massachusetts Department of Insurance, in flat However, a servicing carrier for the state's auto insurancefeai may lead to a mass exodus of insurers, Fireman's Fund refusal to recognize the company's abrupt withdrawal, sent pool, such as Fireman's Fund, must notify the commissionerInsurance Cos and ltS subsidiaries July 1 stopped writing renewed licenses to the company's Novato, Calif, headquar- in advance of its intention to withdraw, and the withdiawalnew or renewal insurance policies in Massachusetts ters on June 30, fully expecting Fireman's Fund to honor process will take at least six months for completionCiting an inability to make a profit in the state, Fireman's agents' contracts

If an insurer as large as Fireman's Fund does withdiaw andFund allowed all of its licenses to transact insurance business
They're not going to withdraw from our market in viola- allows its existing policies to run off, it would still have toin Massachusetts to expire on June 30 It eventually will close tion of Massachusetts law," said Insurance Commissioner maintain offices in the state for at least thiee yeais to serviceits two Massachusetts offices in Boston and Middleboro, em- Peter Hiam

valid policies on its books, said Deputy Commissionet Rogerploying more,than 550 people The Boston office iS the If, upon receipt of the licenses Fireman's Fund refuses to Singerinsurer's largest branch office in the country do business in Massachusetts, the department more than Fireman's Fund wrote $265 million in premiums in Massa-Although the insurer did not cite automobile insurance likely will be forced to litigate, said Mr Hiam chusetts last year, Mr Singer said Covelage included poli-rates specifically, most observers agree that Massachusetts Under Massachusetts statute, an insurer cannot withdraw cies for approximately 150,000 autos in the state, with muchauto rates are too low and losses under its assigned risk auto from the state if its departure will disrupt the market, unless of the commercial auto coverage for municipalities Mrplan are too large there is a threat of insolvency
"In 1986, Massachusetts auto insurers lost $1 million a day Singer estimated that Fireman's Fund is the fifth- 01 sixth-

And under Massachusetts Insurance Department regula- largest insurer in the statefor a total loss of $365 million We see Fireman's Fund's tions, an insurer must notify the commissioner of its inten- Fireman's Fund market share ln Massachusetts has beenaction as symptomatic of the terrible problem in Massachu- tions to withdraw
Contznued on page 33

Level of company matching contributions
to employee savings plans Unauthorized use of auto

(By percentage of plans)

60% doesn't trigger CGL: Court
 1986 survey  1977 survey

By STEPHEN TARNOFF $1 million in covelage under a general liability insur-50%

ance policy written by Lumbermens Mutual Insurance
WASHINGTON-A business that negligently en- Co, a Mansfield, Ohio-based insurer that is not affi-

40% trusts an employee with a vehicle that is later involved hated with Lumbermens Mutual Casualty Co , a
in an accident can tap its commercial automobile in- Kemper Group unit
surance-but not its general liability insurance-for Both the General Accident and the Lumbermens' po-

30% coverage, a federal appeals court says licies had limits of $1 million
In Rubzns Contractors Inc vs Lumbermens Mutual The case may be the first time that courts have ad-

Insurance Co, the U S Court of Appeals for the Dis- dressed whether a general liability policy covers
20% trict of Columbia overturned aUS District Court de- claims against an an employer that negligently en-

cision that said the business would be covered under trusts an auto with an employee, said an attorney in-
10% both policies for claims resulting from an accident volved in the case The issue previously had not been

involving a company vehicle driven by an employee addressed in Maiyland or District of Columbia courts,
without permission he added

As a result of the June 16 decision, Rubins Contrac- Last week, an attorney for Rubins Contractors in the20% 25% 26%- 50% 55%- 100% More Some
or less 40% 75% than tors has only $1 million in coverage under a commer- coverage dispute declined to comment on the case, butother

100% method cial automobile insurance policy written by General said the company was still assessing whether it would
Accident Insurance Co of America to pay a $2 million seek a rehearing from the Court of Appeals

Source Bankers Trust Co Chart Amy Palmer judgment awarded against Rubins Contractors by a In addition, the company has filed post-judgment
District of Columbia Superior Court jury in February motions with the District of Columbia Superior Court

The appellate court ruled that Brentwood, Md - in the underlying litigation, seeking to overturn the

Most big firms offe r based Rubins Contractors cannot collect an additional Continued on page 4

'401(k) plans: Survey Illinois tightens HMO rules
By ALISON KITTRELL

By DONNA DiBLASE Summer National Meeting of the National Assn of In-
surance Commissioners in Chicago late last month

SPRINGFIELD, Ill -Gov James R Thompson is ex- "HMOs have had an astounding growth in this coun-Nearly all Fortune 500 companies now offer 401(k) salary re- pected to sign a bill passed unanimously by the Legis- try, and it is up to all of us in our individual statesduction plans even though the plans are not yet 10 years old, ac- lature that would establish a health maintenance orga- to ensure that consumers who enroll in HMOs have thecording to a new survey nization guaranty fund as well as o ffer other kinds of protections that they need so that their claimsOnly 11% of the 242 defined contribution pension plans surveyed protections to HMO enrollees in Illinois will be paid," Gov Thompson saidhave no 401(k) provision and allow contributions only on an after- S B 1115, which began as a proposal to authorize Other state officials and employer representativestax basis, according to a new study of savings plans at Fortune 500 the Illinois Department of Insurance to collect more agree that the measures in the bill are necessary tocompanies conducted by Bankers Trust Co in New York HMO financial statistics, was amended by the House protect consumers
In addition, large employers are giving employees greater control Insurance Committee to include the creation of an The marketplace is very competitive and healthover their savings plans by allowing workers to choose how to in- HMO guaranty fund and to increase regulation of the care costs have escalated over the last couple of quar-vest at least part of their funds, the survey reveals prepaid health care plans ters When costs and price competition escalate, thereThe study, the sixth in a series conducted since 1961, covered Sen Emil Jones Jr , D-Chicago, sponsored the origl- 15 a danger of insolvencies," said Director of Insurance

plans offered by 214 companies that rank among the nation's 500 nal bill John Washburn

largest industrial and 500 largest non-industrial corporations Gov Thompson supports the bill and has until late
Those plans had a total of $58 billion in assets in 1986 and covered The measures in the bill are "badly needed," as-

August to sign it, said a spokesman for the gover- serted Rep William Shaw, D-Chicago, one of the5 5 million eligible employees, with 3 7 million actually participat- nor

sponsors of the House amendment "The guaranty fund
ing "Before the week is out, our General Assembly will and financial solvency requirements included in the

The plans ranged in size from 1,000 participants to 165,000 par- approve legislation protecting more than one in 10 Illi- amendment will offer a better check and balance sys-
Continued on page 28 nois consumers who are enrolled in health mainte- tem," he said

nance organizations," Gov Thompson said at the Continued on page 34

Willis Faber, Stewa rt Wrightson merge
By STACY SHAPIRO world's fifth-largest brokerage-"is terrific, J sale broker, will not compete directly withabsolutely terrific," Mr Hatcher said last l 'It is the most synergistic Johnson & HigginsLONDON-Willis Faber PLC, the sec- week "It is the most synergistic merger of I

ond-largest British broker, will make its two London brokers that has yet occurred I merger of two London In fact, J&H iS a Stewart Smith client, Mr
Hatcher noted

first major move into the United States with wish them good luck
the purchase of Stewart Wrightson Holdings brokers that has yet "I think (the meiger) will be good forJ&H will continue to use Willis Faber al-
P L C for more than $450 million Johnson & Higgins," said Mr Hatcher

most exclusively to place U S retail business occurred,' says J&H -We've been doing business with StewartBy purchasing Stewart Wrightson in what in the London market, Mr Hatcher said, ad-
will be the second most expensive brokerage ding that J&H will retain its 5% equity inter- Chairman Robert V. Hatcher. Smith We have never done any business

acquisition in history, Willis Faber will not est in Willis Faber with Stewart Wrightson, but we don't have

only acquire the world's 12th-largest broker, to worry about that any more "
Stewart Wrightson's U S subsidiary, Willis Faber's and Stewart Wrightson'sbut it also will acquire its first malor US Stewart Smith, placed $299 million in pre- Lloyd & Co Inc,aUS surplus lines bro- combined 1986 revenues of 2648 million

affiliate, Stewart Smith Holdings Inc, the miums in 1985 and generated $20 8 million kerage lointly owned by Willis Faber and pounds ($391 9 million at year-end 1986 ex-third-largest U S surplus lines broker as in gross revenues Johnson & Higgins Either Willis Faber or change) nose out Frank B Hall & Co Inc,ranked by Business Insurance The acquisition of Stewart Smith will give Johnson & Higgins will have to purchase full which holds fifth place in this year's ranking
However, the acquisition will bot upset Willis Faber aUS revenue base that Willis control of Neal Lloyd to avoid this conflict, of brokers worldwide, with 1986 revenues of

Willis Faber's close ties with Johnson & Hig- Faber has been looking for for some time, said Mr Hatcher $390 9 million, but fall short of fourth-placegins, the third-largest U S broker, says J&H said Willis Faber Chairman David Palmer
Chairman Robert V Hatcher But, Willis Faber's acquisition of Stewart Johnson & Higgins, with estimated 1986 rev-

However, acquiring Stewart Smith does Smith will pose no problems for J&H, Mr enues of $647 6 million Willis Faber re-
The combination of Willis Faber and create one potential conflict with J&H Hatcher and Mr Palmer agreed They ported 1986 gross revenues of 169 7 million

Stewart Wrightson-which will create the Stewart Smith directly competes with Neal pointed out that Stewart Smith, as a whole- Contznued on page 28
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Auto liability Rubins Contractors' permission, sequently amputated, sued Mr indemnify Rubins Contiactois, cit- damages
said Mr Donnelly Jackson and Rubins Contractors on ing an exclusion in the policy bar- Lumbeimens and Geneial Acci-

Continued from premous page The verdict against Rubins Con- various legal theories, including ring coveiage for all damage dent appealed to the Clicult Couit
$2 million verdict and/oi obtain a tractors and the coverage litigation that Rubins had negligently en- caused by the operation of auto- of Appeals
new trial, said William J Donnelly arose from an accident involving a trusted the vehicle to Mr Jackson mobiles The appellate court ftist i ejected
Jr, the attorney for Rubins Con- Ribins Contractors truck that the Rubins Contractcrs informed Rubins Contiactors filed a de- Geneial Accident's argument that
tractors in the liability suit He is company allowed an employee to General Accident of the claim, and claratory Judgment action in U S its policy should not apply
with the Washington him of Mar- park at home to protect the truck the insirel agreed to defend the District Coult in Washington to The Gencial Accident policy
tell, Donnelly, Grimaldi & Ghal- against vandalism company However, General Acci- determine its coverage provided that the insui ei will pay
lagher Rubins Contractors' employee dent ieserved the right not to in- In April 1986, U S District all sums Rubins Contiactots be-

Mr Donnelly said General Acci- Wilbur Jackson was permitted only demnify Rubins Contractors for Judge George Revercomb, inter- came legally obligated to pay as
dent, which was defending Rubins to drive the truck to and from work damages on the negligent entrust- preting Maryland law, ruled that damages because of bodily injuly
Contractors, rejected a $1 million and not for his personal use ment claim, contend_ng the claim both the General Accident and or property damage "caused by an
settlement demand fi om the plain- On July 9, 1983, however, he was based on a business decision Lumbermens policies should re- accident and resulting from the
tiff prior to the trial drove the truck to a wedding in that was not covered under the spond to the claim Judge Rever- owneiship, maintenance 01 use of a

"It was a case where the carrier Washington, D C On the way commercial automobile policy comb also ruled that the Lumber- covei ed auto "

believed, as I do, that there was no home, he was involved in an acci- Rubins Conti actors then asked mens general liability policy was General Accident aigued that
evidence of negligence on the palt dent in which a pedestrian was Lumbermens to respond uncer its excess of the General Accident any damages that weie awarded
of Rubins" and that the employee seriously injured general liability policy Houever, commercial auto policy and that based on a theory of "negligent en-
was not opeiating the truck with The woman, whose leg was sub- Lumbermens declined to defend or both policies covered punitive trustment" resulted fiom Rubins

Contractols' negligent business de-
cision to entiust the truck to Mi

Jackson and not fiom the vehicle's

.use "

"We see no basis for such a

L (85@05*lk)@5**fi*.L_ crabbed reading of the policy," the
court said "The quoted language
seems natui ally to encompass the

I liability in question The 'bodily
. 5 $= A.

' injury' undoubtedly iesulted from
'use' of the tiuck

"We have no doubt that Mary-
land would find coveiage undei

. the automobile policy, the court
7

11* added

The couit next found that the

.f K Lumbeimen's geneial liability pol-
4

icy did not covei Rubins Contrac-
tois foi the claim

1:
The Lumbeimens policy coveis

5

"all sums which the insuied shall

become legally obligated to pay as
damages because of bodily inJury
01 plopelty damage But, it also

contains an exclusion for bodilyi .

injury Or piopeity damage arising
1

7 out of the ownership, maintenance,
opei ation and use of any automo-
bile owned by the policyholdei

V -30: t Lumbermen's argued that the
% 1 f. bodily injury iesulted fiom the

Y
"use" of an automobile and that,

therefore, any liability-whether
based on negligent entl ustment 01
any other theory-was excluded

, 14 I from covelage
''We believe that Maiyland

1 would accept Lumbetmens conten-
tion," the court said

While the Coult noted that Julls-
dictions are divided on whether li-

ability policies with similai exclu-
sions covei the negligent entiust-
ment of a vehicle, it noted that
"the view rejecting exclusion

B@OBind @s@[i ES[f®AC VS™ Syst@606 sta®dI@ seems to us to requiie a torturing
of the language in which the Mary-
land courts would not be likely to
indulge "a 06(Gfi©*ed team of @MOIESS @und] @®911®Wgikgation exp@GOB "The exclusion is framed in

teims of the instiumentality caus-

Every FASTRAK VS™ group adminis- the business has gone into building automates billing, premium collec- ing harm," the coult added "Oidi-
nary usage suggests no reason totration and claims processing system a better system. FASTRAK VS is very tion and other functional support pro- suppose that the parties intended

comes with something no one else cost efficientsince itrunsontheWang cesses The modules can even be to qualify the exclusion by intro-
can offer: FASTRAK VS expertise. VS family of minicomputers. The purchased separately. FASTRAK VS ducing a factoi to which it makes

Some of the most highly-skilled pro- claims module automates all phases increases user productivity and no tefeience whatsoever-the the-

oiy underlying liabilitygrammers and insurance profession- of claims adjudication and process- streamlines the entire decision-
"Maryland has yet to take a po-

als have pooled their talents to create ing while the administration module making process Plus it offers COBRA sition on this issue, but we believe
this integrated, easy-to- capability and easy-to- that lt would adopt the malority
use system featuring F----------------------7 read financial, produc- view and find the Lumbermens

comprehensive yet easy- 1
Please send more information on

I tivity, ad-hoc and claims policy inapplicable," the court
0 FASTRAK VS Claims added

to-understand documen- 1 0 FASTRAK VS Administration I experience reports. 'The exclusion in the Lumber-

tation. And anytime you  m F*STRAK VS Claims and Administration 1 Our Support Team mens policy is bioadly woided and

have a question, this same I Do you currently have Wang VS hardwarei [3 Yes El No 1 Delivers. indicates that the policy was not

expert staff is readyto helf 1 intended to Cover any in]Uly re-

Because at Dyer Wells & ,1 Name 1 Of course, it doesn't mat- sulting from the use of an auto-

Associates, we're in the Title
1 ter how many capabilities mobile, in espective of the theory

l a system has if you don't on which liability lests, ' the courtbusiness of solving prob- ' Company
, know how to take full

said

lems, not creating them. 1 William Bleslin, vp-claims atAddress , advantage of them. That's Lumbermens, said last week, saidOur Experience  City State , why our service and sup- the couit affitmed that geneial lia-
Shows.

1 ZIP Phone ( port team stands ready to bility policies aie "not intended

We've spent years help you anytime you call. to cover the use of automobiles "

working for TPAs and | 1 In fact, call us right now. An attorney foi Lumbeimens

insurance companies And | Dyer Wells & Associates
said the decision was significant in

| Or mail this coupon. We'd light of recent court decisions that
everything we knowabout I I like to tell you more have found policy language to be

i The Right Solutions. For 10 Years Running. i ambiguous and, thus, favoied poli-

1
cyholdeis

Bl-7687 2251 Lake Park Drive Smyrna, GA 30080 (404) 432-5888
1

"The couit was not ready to find
L----------------------j the written language ambiguous,"

said Walter J Smith Jr, with the

Washington firm of Wilson, Elset,
Moskowitz, Edelman & Dickei

General Accident officials could

not be ieached foi comment
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retired Americans ate
inadifferentboat.

For manyAmericans, retirement is exactly what they
hoped for.

But for others, retirement can be complicated bypoor
health. One out of four Americans will require long-
term care in a nursing home with an average annual cost
of $20,000 to $30,000. How that care is paid for has
become a complex issue.

History has shown that personal savings and programs
like Medicare and Medicaid can't cover all the costs of

retirement health care. Companies with retirement health
benefits also face the problem of unfunded future liabilities.

Additional solutions mustbe found to address this

retirement health care cost issue that will eventually affect
every person, company and institution in our country

At NWNI. Group,we're developing an employee benefit
program called LifeScope* that would provide for a person's
retirement years and working years.What makes the
LifeScope Program unique is its comprehensive approach to
providing benefits. It is more than life insurance and
a nursing home policy

By managing the delivery of health care and planning
for future needs, the LifeScope Program can find alter-
natives that make health care more affordable, while
allowing individuals to live independently The program's
benefits would be voluntan; flexible and portable.

Many elements of the LifeScope Program have
aireadybeen put into place through curient NWNL Group
benefit programs. Using ourresources as the nation's

10th largest group insurance company, we will soon be
adding more elements

To find out more about NWNL Group and the LifeScope
Program, contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 or call(612) 372-5784. Because
now is the time to begin solving the problems ofproviding
health care in the ilture.

2 NWNL GROUP
Tbe right benefttsfor today
Tbe right ideasfor tbefuturE

St,urces kir st:tistics: Emplo\re Benefit Research Institute, 1985: Benefits Research. Inc. 1986; National i:nderwriter, 1986
A di'isi()11 ()1 Xc)rth\wstern National Life Insuratice (N,mpain, Minntript,lis, MS (not admitted in the State of New'York ) The North Atlantic Life Insurance Company of America. Jericho. NY Ca member of the NWNL Companies).



Cambridge Re liquidation plan proceeds
By ROGER SCOTTON bermuda

HAMILTON, Bermuda The
Bermuda Supreme Court is giving
creditors of Cambridge Reinsur-
ance Ltd. until the end of the year
to object to the accuracy of con-
tract files that will be used by
Cambridge Re's liquidators to esti-
mate the size of future claims.

The court order, released last
month, effectively allows liquida-
tors David Lines and Gerry Weiss

to activate the first phase of an
ambitious plan that could reduce
the time it will take to liquidate
Cambridge Re by as much as 15
years (BI, March 16).

But the court has issued strict
instructions to ensure that the
reinsurer's 2,000 to 3,000 creditors
and retrocessionaires understand

the liquidation proposal and how
claims-last estimated at $43 mil-
lion-will be run off.

The liquidators were appointed
by the court in May 1985 after the
subsidiary of Halifax, Nova Sco
tia-based National Sea Products
Ltd. was placed in liquidation.

Mr. Lines, a partner with Coo
pers & Lybrand in Bermuda, said
the liquidators hope to finish actu-
arial assessment of the creditors
contingent claims by September
1988 and that an interim dividend
could be paid by Jan. 1, 1989.

In order to begin the assessment
the court directed the liquidators
to:

• Send explanatory letters to all
creditors and debtors by July 17.

• Send each insurance creditor
by Sept. 1 a "provision of informa-
tion" form, which will show an es-
timate of a creditor's claim and de-
tails of the information on which
the estimate is based.

• Notify all creditors and debt-
ors of the steps they will have to
take by placing advertisements in
U.S., British and Bermuda periodi-
cals, to be published no later than
Sept. 30.

Creditors that disagree with the
information contained on the pro-
vision of information form must
file their objection with the liqui-
dators by Dec. 31. Failure to do so
will bind the creditors to accept
the information as "complete and
accurate in every respect, both for
the purposes of any estimation of
the value of the company's contin-
gent liabilities and other liabilities
of an uncertain value."

The order also gives the liquida-
tors discretion to dispense with the
usual lengthy process of requiring
creditors to file proof of debt.

Mr. Lines said that if the actuar-
ial plan is approved, the Cam-
bridge Re liquidation, which would
normally have taken up to 20 years
to complete, could be concluded
within three years of the dividend
payment date.

Cambridge Re's assets were esti-
mated at $21.8 million as of Dec.
31,1986.

BF&M results
Bermuda Fire & Marine Insur-

ance Co. Ltd. paid out $3.3 million
last year arising from business
written for it by London-based
H.S. Weavers (Underwriting)
Agencies Ltd. under an agency
agreement that was discontinued
in December 1983.

Another $3.3 million has been
set aside based on actuarial advice

to meet future claims from this
business.

But, according to BF&M's re-
cently released financial report for
the year ending Dec. 31, 1986, the
provisions made over the last two
years for the runoff of the London
market business are "now at a

level believed to be adequate."
The provision, net of reinsur-

ance, now stands at $21.7 million.
BF&M's net earned premiums

a

8

E
a

from its life, property, casualty
and marine insurance portfolios
rose to almost $41 million last
year, up 50.7% from $27.2 million
in 1985. Investment income topped
$6 million, while commissions and
fees from captive management and
other services advanced to $2.5
million from $1.6 million in 1985.

Underwriting expenses totaled
$47 million, leaving BF&M with
flat underwriting income of $2.4
million.

A $5.8 million gain from the sale
of investments raised total earn-
ings to $8.2 million. But, after al-
lowing for a $6.6 million provision
from the discontinued operation,
net profits finished at $1.6 million

-up 17.5% from 1985 results.
The company, which this month

announced a joint venture with
A.C.E. Insurance Co. Ltd. to build
a new office building in Hamilton
costing up to $15 million (BI, June
15). says its risk management and
captive management subsidiaries
continued to grow last year. BF&M
Management Ltd. increased the
number of captive clients to 25,
while Fortress Insurance Co.,
which operates rent-a-captive fa-
cilities, boosted assets under man-
agement to about $35 million.

Additionally, BF&M recently
started supplying local manage-
ment services to two North Ameri-

can brokers: McDonough Caperton

Insurance Group of Charleston,
W.Va., and Toronto-based Dale-
Parizeau Inc.

The 1986 results were released

just days after BF&M announced
plans to raise $10 million in new
capital from an issue of convertible
preferred shares paying an 8% div-
idend. The share issue is to be

launched at the end of July and is
intended to help the company in-
crease its limits.

Pinnacle provision
Pinnacle Reinsurance Co. Ltd.

says the $2 million it has set aside
is "necessary and sufficient" to de-
fend the company against a suit
filed in March 1986 by the liqui-
dators of Mentor Insurance (BI,
Dec. 22, 1986; March 24, 1986).

The liquidators claim Pinnacle

and Mentor's parent, Ocean Drill-
ing & Exploration Co., defrauded
Mentor and its policyholders with
the use of three stop-loss reinsur-
ance contracts between 1982 and
1984.

The civil suit, filed in New Or-
leans, seeks recovery of Mentor's
insolvency, which could be $700
million.

Pinnacle's $2 million provision
for legal expenses is included
under general and administrative
expenses of $4.4 million in the
reinsurer's 1986 annual report.

The results, which have been gi-
ven a clean audit opinion by ac-
countant Arthur Andersen Co.,
show that net pi·emiums fell
sharply last year to $80.6 million
from $126.1 million, while claims
paid rose to $26.3 million.

Continued on next page
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Continued from previous page
Despite reduced premium vol-

ume, Pinnacle Chairman Bruce

Swann said that profits rose by
more than a half-million dollars to

a record $13.6 million in 1986.

After the payment of a $10 million
dividend to its parent, Lloyd's of
London broker C.E. Heath P.L.C.,

Pinnacle's capital and surplus to-
taled $53.2 million, up from $49.6
million in 1985.

Mr. Swann says in his annual re-
port that the decline in premiums
"will inevitably affect our future

underwriting income and is
directly attributable to the pend-
ing Mentor suit. Nonetheless, un-

derwriting income for 1986 was
satisfactory, due largely to reas-
sumption of loss portfolios by sev-
eral American reinsureds who

wished to take benefit of the new

tax reform act or had received

fresh capital infusions."
The 1986 report includes a

lengthy footnote on contingent lia-
bilities, which says that in addition

to the Mentor liquidators' action,
Mentor's New Orleans-based par-
ent ODECO has filed cross-claims

against Pinnacle seeking indem-
nity against any liability ODECO
might suffer as a result of the liq-
uidators' suit.

The footnote also reveals that

Pinnacle has been named in two

parallel lawsuits in Florida. One
has been brought by the receiver of
three energy companies: U.S. Oil
Corp., Eagle Oil & Gas Corp. and
Stratford Co. The other is a class

action brought on behalf of these
companies.

The suits name 98 defendants,
including Pinnacle, and claim a
total sum of $265 million plus pu-
nitive damages. They allege con-
spiracy to defraud investors in U.S.
Oil & Gas, a claim which Pinnacle
refutes.

Pinnacle says it entered into an
annuity contract with U.S. Oil &
Gas in 1982 by which Pinnacle, in
return for a premium, would pay
$1 million in April 1987.

The footnote says that Pinnacle
acknowledges this contractual
commitment and has sought in-
struction from the Florida court as

to how it wants Pinnacle to meet

the obligation.
It goes on to say that Pinnacle

and its legal counsel believe that
the possibility of material loss re-

sulting from any of these lawsuits
is remote. "Accordingly, provision
has been made only in respect of

anticipated future legal costs, the
footnote says.

Heddington results
Heddington Insurance Ltd., the

Bermuda-based insurance subsidi-

ary of Texaco Inc., reported 1986
underwriting income fell 9.2% to
$27.4 million from $29.7 million in
1985.

Net premiums earned fell by $27
million to $208 million, while un-
derwriting expenses, including a
loss provision of $160 million,
dropped to $180.5 million com-

1

BUT DON'T
EXPECTTHEMTO
FILL OUR SHOES

When other reinsurers tell you, "It's just like General Re,"
what's missing? Innovative leadership.

General Re was the first professional American reinsurer
to write facultative reinsurance in the United States, develop
excess of loss property reinsurance, pioneer rehabilitation
advisory services, author an umbrella form that serves as
a model for the industry, help clients capture exposure
information as a managementtool, introduce tax-planning
models and the computer simulation tools ROSE©and
PRIME©to aid clients' forecasting, and offer CONFER:

Stay out front with your reinsurance program. Reinsure
with the leader. Call General Re today.

pared with $204.8 million in 1985.
Investment income remained flat

at just over $62 million.

The company's 50% stake in
Heddington Brokers, a joint ven-
ture with Lloyd's of London broker
Willis Faber P.L.C., brought in a
further $5 million in revenues.

Heddington Insurance's net in-
come of $92.7 million was about

$1.2 million lower than in 1985. A
$12 million dividend left retained

earnings at $547.7 million.
President and Chief Executive

Officer Robert Golden said the re-

sults show Heddington is contin-
uing on a strong and steady path.
He said more than 80% of Hed-

dington's business is Texaco-re-
lated.

Heddington Insurance (U.K.)
Ltd., a wholly owned subsidiary,

continued to expand into Europe
by increasing its participation in
the direct insurance of Texaco

units while reducing its pbrtfolio
of London market business, Mr.
Golden added.

General
5 Re®

THE LAMP OF EXPERIENCE©

HARTFORD, KANSAS CITY, LOS ANGELES, NEW YORK, PHILADELPHIA, ST PAUL, SAN FRANCISCO, SEATTLE, MONTREAL AND TORONTO
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He stressed that Heddington re-
mained unaffected by Texaco's de-

cision to seek protection under
Chapter 11 ofthe Federal Bank-
ruptcy Act from its continuing
battle with Penzoil Corp. (BI, April
13).

Heddington has written policy-
holders, assuring them that the
company is able to respond to any
and all financial commitments that

may arise in the normal course of
business and that it expects exist-
ing business relationships to con-
tinue unchanged, he said.

In addition, Richard Anderson,
chairman of Heddington, retired
last week after 36 years with Tex-
aco, the last six of which were
spent with Heddington.

Mutual Indemnity
Mutual Indemnity Ltd., the Ber-

muda-based rent-a-captive opera-
tion that manages the Insurance

Profit Center program, added 14
new risk funding programs to its
client list during the first quarter,
President Robert A. Mulderig Jr.
said last month.

Almost 160 clients now partici-

pate in the program, which started
Jan. 1,1980.

Speaking on the eve of the com-
pany's annual meeting, Mr. Mul-

derig said that most of the first
quarter's new programs were fully
funded arrangements.

The preponderance of fully
funded programs caused Mutual
Indemnity's premium volume to
fall to $17.9 million during the first
three months of this year, com-

bared with $24.4 million for the
same period last year, he said. Ty-
pically, the bulk of the funding for
these programs is in the form of
letters of credit or other instru-

ments, which are not included in

premium figures.
Investment income advanced in

the first quarter to $2.3 million
while losses and underwriting ex-
penses fell to $15.6 million, leaving
Mutual Indemnity with operating
income of $4.6 million-up $1.8
million compared with the 1986
first quarter. Capital and surplus
grew by $3.6 million to $40.7 mil-
lion, while balance sheet assets

topped $140 million.
Shareholders attending the an-

nual meeting on June 26 were told
that Mutual Indemnity's in-house
research found the impact of the
U.S. Tax Reform Act of 1986 on the

Insurance Profit Center program
"will be minimal and will produce
increases of the order of 1% of the

average premium, if there is such a
thing," Mr. Mulderig said.

He added that despite what he
said was a good start to the year,

Mutual Indemnity is not expected
to achieve the levels of net income

or underwriting profit attained in
1986. He explained that the 1986
results, which included a near

quadrupling of operating income
to $28.7 million, were helped by a
one-time, fourth-quarter adjust-
ment for substantial over-reserves

for losses.

Argus results
Argus Insurance Group, one of

Bermuda's leading domestic insur-
ers, reported a $2 million increase
in net premium income to $17.1
million for 1986.

Almost $15.3 million came from

Argus' local property, motor and
medical insurance operations,
while its life and pension insurance
portfolio produced premiums of
$1.8 million.

A further $3.1 million was

earned in commissions and man-

agement fees, and group invest-
ment income rose to just over $3
million.

Net profits for the year topped
$4 million against $3,3 million in
1985. Argus last year increased its
general reserve by $3 million to
$13 million, while share capital
and surplus grew marginally to
$5.6 million. •
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Unconvincing arguments mswance®
Reporting weekly for corporate risk,

employee benefit and financial executives

THERE IS NOTHING NEW or overly convincing subject to federal antitrust law The proposal, S
in the National Assn of Insurance Commis- 1299, would permit insurers and advisory organi-

Publisher: Alfred Malecki (New York)

sioners' arguments for preserving the current zati(ms to collect and exchange some data on paid Editor: KathrynJ Mcintyre. ARM (Chicago)

McCarran-Ferguson Act (see story, page 2) claims and reserves and would allow insurers to Managing Editor: James M Burcke (Chicago)

The NAIC's 12-page position paper on the issue engage in certain joint activities, such as providing Assistant Managing Editor· Dave Lenckus (Chicago)

Graphics Editor: Holly E Segulne (Chicago)fails to persuade us that "repeal or modification of coverage through industrywide pools (BI, June 8)
the limited exemption of McCarran would be se- The NAIC contends "Any such list of permissi- CHICAGO: Stacy Adler (Assistant Copy Editor)

Linda J Collins (Agent/Broker Editor)
verely detrimental to effective state regulation and ble items will subject the regulation and oper- Donna D,Blase (Associate Editor)

the interests of the insurance buying public " ation of the insurance industry to years of uncer- Meg Fletcher,ARM (Assocate Editor)

Perhaps this lS because the paper only recites tainty and instability due to the potential for costly Karen Huelsman (Copy Ed,tor)

every dire consequence of amending or repealing litigation and conflicting judicial interpretations " Marilou Jones (Directory Editor)

McCarran-Ferguson ever imagined, with no expla- A more complete list of permissible activities could Amy Palmer (Graph,c Art/st)

Call Sangalls (Assistant to the Editor)
nation of the relative importance of the various be drafted to minimize this uncertainty Roger Schillerstrom (Ed,tonal Cartoon,st)
possible consequences We also are surprised to see the NAIC reveal how Stephen Tarnoff (Associate Editor)

One of the best defenses in the paper against little faith it has in the insurance industry's prefer- Paul Winston (Assistant Copy Editor)

tampering with the act is that it would not solve or ence for state regulation of insurance To quote the Joanne Woicik (Copy Editor)

rectify a liability insurance crisis NAIC "It appears that any of the contemplated DALLAS: Michael Bradford (Assoc,ate Ed,tor)

However, other arguments also advanced in the changes in existing law would interlect the Federal LONDON: Stacy Shapiro (International Editor)

paper can be used to dispute that Trade Commission, as well as the Justice Depart- Carolyn Aldred (Associate Editor)

The NAIC says the current scope of exemption ment, into insurer activity This may lead to the
LOS ANGELES: Robert A Finlayson (Bureau Chief)

Steve Taravella (Assoc,ate Editor)
from antitrust law 15 needed to maintain a large regulated industry, the insurers, attempting to

NEW YORK: Douglas McLeod (Bureau Chief)
number of property/casualty insurers in the mar- evade the state regulators by seeking prior federal Judy Greenwald (Assoc,ate Editor)
ketplace, while also arguing that a major problem approval or arguing absence of state authority due Avra Wing (Insurer Topics Associate Editor)

causing the recent liability insurance crisis was too to federal pre-emption, to the ultimate disadvan- WASHINGTON: Jerry Ge,sel (Washington Editor)

much competition among insurers One could tage of the insurance consumer " Deborah Shalowitz (Associate Editor)

counter that if amending the act in fact reduces We do agree, however, that if there is any doubt Corporate: H L Stevenson (Corporate Editor)

the number of insurance companies, there would about state vs federal regulation, quick-buck ar- Advertising Director: Donald A Walsh (New York)

be less cutthroat competition during the competi- tists will try to exploit the void But, since we are Midwest Sales Manager: Robert L Niesse (Chicago)
tive cycle and a less severe crisis during times of laded to the proverbial "camel's nose in the tent"

CHICAGO: Deborah D Neale (D,stnct Manager)
price increases We are not sure this is true, or that argiment on any issue, we are not convinced that Margaret Hik,do (District Manager/

if it were, whether less competition is desirable, amending McCarran-Ferguson as proposed will Classified Sales)

but it is interesting how multiple defenses can be lead to federal regulation of insurance Elmer Kerstowske (Product,on Manager)

Juxtaposed to poke holes in an overall position A more in-depth analysis of how amending LOSANGELES: Michael J Sharpe (Distnct Manager)

Furthermore, the NAIC takes a weak stab at the McCarran-Ferguson would or would not improve NEW YORK: Charles A Horvath (Distnct Manager)

concession by Sen Howard Metzenbaum, D-Ohio, the regulation of insurance iS needed than the Jack Forrest (D,stnct Manager)

to permit specific exceptions to insurers' activities NAIC has provided with this paper Martin J Ross (Distnct Manager)

Courtney Bauer (Distnct Manager)

letters Director of Communications: Ronnie I Drachman

(New York)

Asbestos decision hausted represents a significant financial ICA's counsel says Corporate Marketing Manager: Alice Sieloff (Detro,0

result and an important precedent for the

limited in scope
EDITORIAL: Chicago 312-649-5398

insurance industry
Travelers, of course, shares your con-

stories omitted facts Dallas 214-363-1066

London 01-404-4228
To the editor Your editorial, "Insurers cern with the enormous resources con- To the editor As counsel to Insurance

Get Just Reward," states that the insur- sumed litigating coverage issues It is in- Corp of America, I was disappointed to Los Angeles 213-651-3710

ance industry has mishandled the cover- accurate, however, to SLggest that the read the article containing the so-called New York 212-210-0100

age dispute over asbestos bodily injury insurance industry bears all or even the "license probe of ICA" (BI, June 1) Al- Washington 202-662-7200

claims (BI, June 15) You state, in addi- greater share of responsibility for this lit- though the content of the article was ADVERTISING: New York 212-210-0133
tion, that insurers lost a sweeping deci- igation Efforts were made to settle the generally factual, it was conspicuous by

Chicago 312-649-5276
mon that will affect coverage for bodily coverage disputes and, indeed, as pointed the absence of facts favorable to ICA
injury and property claims caused by out in other articles in Bus:ness Insur- You refer to a temporary restraining Los Angeles 213-651-3710

other toxic substances and claims for re- ance, many settlements have been made order obtained in Connecticut last COMMUNICATIONS: New York 212-210-0132

moval of asbestos from buildings Nonetheless, there is a point beyond month, but fail to mention that it was CIRCULATION: Detroit 313-446-1611
I believe your conclusions are wrong on which insurers are not K illing to strain handed down by the court before ICA

both counts the language of their pollnes An insurer ever had an opportunity to appear or Published by Crain Communications Inc, Chicago

Judge Brown based his decision on cannot voluntarily agree to pay for losses present evidence ICA was given no op-
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Founder (1885-1973)
clear policy language which requires that that occurred during a period when no portunity to be heard More importantly, MRS. G.D. CRAIN

injury occur during the policy period He coverage was provided, or fund defense the verified complaint filed by the state Chairman

concluded that based on the medical evi- costs on an unlimited basis of Connecticut against ICA makes no KEITH E CRAIN

dence of iniury unique to asbestos, there Litigation is not often the solution of mention of the prior federal court decl- Vice chairman

is a continuous trigger for asbestos bodzly choice for complex coverage issues Prod- sions that give ICA its right to operate S R BERNSTEIN

:nlury claims This decision is expressly uctive negotiation of coK erage disputes, unregulated The state had knowledge of Chairman-executive committee

limited in scope and admittedly contra- however, requires a realistic assessment the existence of the court cases and re- RANCE CRAIN

dicts decisions in a number of state and of the positions sponsored by both insur- viewed them prior to filing the com-
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federal courts The court also held that an ers and their poheyholders-including a plaint Treasurer

insurer can be called upon to pay the en- realistic evaluation of the court decision Your article also states that the }udge MERRILEE P. CRAIN

tire amount of a claim without participa- that will affect these positions continued the restraining order until July Secretary

tion of the insured It specifically re- With respect to the precedential impact 9 However, the May 28 hearing was more WILLIAM A. MORROW

served for the next phase of the trial the of Judge Brown's decision, your state- in the nature of a status conference and Senior Vp-operations

issue of whether "other insurance" ment that it will have "tremendous 1nflu- the ludge specifically requested that no Published weekly at 740 Rush St, Chicago, Ill 60611, Telex 6871241,
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Judge Brown's decision was far from a the limiting language of the decision It opposition to the state until July 9 Washington, D C 20045,6404 Wilshire Blvd, Los Angeles, Calif 90048.20-22

complete victory for asbestos producers also fails to consider the distinction be- With reference to the state of Wiscon- Bedford Row. London WC1 R 4EB. England $1 75 a copy $68 a year in U S

Canada and all other foreign add $16 for surface mallEurope and Middle East
The ruling that primary insurance poh- tween asbestos bodily inlury (admittedly sin, it offered to withdraw the cease and only add $47 for airdelivery First·dass mailto U S and Canada only, add $48

cies have no further obligation to pay de- covered by most general liability insur- desist letter provided that ICA agree to Bermuda only, $105 per year expedited delivery WILLIAM STRONG,

fense costs once indemnity limits are ex- ers) and claims for coverage of asbestos submit to the commissioner a financial vp-circulation BARBARA KISCH, circulation manager JOHN HUFFMAN,
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Berkshire Hathaway
offers five-year

non-cancellable
directors and officers

liability policies.
At a time when D&0 insurers have

been restricting coverage or cancelling
mid-period, we have issued broad non-
cancellable policies - some for a
five-year term. Our competitors' excuses
you already know:

"We ran out of surplus."
"Our reinsurers have left us."

"We read a bad story in the
Haff Street Journal."

Our commitment comes directly
from our unequaled financial strength. We
currently have more than $2 billion in
surplus - yes, that's right, $2 billion. And
because we retain the entire risk ourselves
instead of laying it off in the uncertain
world ofreinsurers, we have the flexibility
to respond to your specific needs. As a
result, we have underwritten directors
and officers liability risks totalling more
than $70 million in premiums in less than
two years.

Our multi-year non-cancellable policies
typically include a single aggregate limit
over the policy term, broad individually-
designed coverage, initial premiums of $5
million or more and could result in sig-
nificant return premiums if there are no
claims.

For more information, telephone or
write Ajit Jain, President, Special Large
Risks Division, Berkshire Hathaway
Group, 3024 Harney Street, Omaha,
Nebraska 68131, (402) 346-7400.

BERKSHI RE HATHAWAY
GROUP OF INSURANCE COMPANIES
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letters

Continued from page 8

As to the previous dissoluticn of
ICA, my understanding is that the
corporation was involun:arily dis-
solved for a period of time for its
failure to pay the annual fees and
taxes due in the state of West Vir-

ginia. I know of no court case that
assesses any back taxes due ICA.

Also, I believe the word "alleg-
edly" is inappropriately used to
refer to two rulings issued by a
federal court in 1911 and 1914. My

client has, in its possession, two
separately certified copies of these
decisions stating that they are true
and correct copies of the federal
court. Under the federal rules of

evidence, and in most states, acer-

tified copy authenticates the docu-
ments and the cases must be ac-

cepted into evidence at faie value.
To my knowledge, no ev.dence has
been produced in a court of law

that would undermine or impeach
the authority of those cases.

You mention that the rulings are
stamped as true copies of court
records. The more accurate de-

scription should be that they were
"certified' as true zopies of cour:
records. In addition, the copies
were certified by two differen:
clerks still employed by the U.S.
District Court for the District cd

Columbia.

Also as counsel to Dyna Span
Corp., I want to comment on the
"update" item, "Reinsurer Cancels
Contracts with Dyna Span, ICA,"
(BI, June E)

The Panama-based reinsurer in-

correctly states that it decided to
cease teing a reinsurer of the Dyna
Span and ICA programs. The prin-
cipals of Dyna Span and ICA de-
cided some time ago not to renew
the contract with New England In-
tcrnational Surety Inc. This deci-
sion was based on numercus brc-

ken promises and misleading
statements made by the princioals

of New England International to
the principals of Eyr.a Span and
ICA when the insurance and rein-

surance contracts were in effect.

Had New England been licensed
as promised, the Dyna Span pro-
gram would have been able to con-
tinue uncler the 1936 Risk Reten-

ton Amendments. Because New

England failed to obtain licensing
or failed to get a clean certifica-
tion of authority in Louisiana,
Dyna Span was unable to go
forward until it obtained a licensed

Carrier.

Il was the principals of Dyna
Span who first introduced New
England International and Hen-
drik Reins:ra to Louisiana in an

a-tempt to introduce that company
to the American marketplace and
have it obtain a license so it could

continte to underwrite the Dyna

Span program. New England, in
spite of its promises, never ob-
tained a "clean" certificate of au-

thcrity, allowing it to insure pur-
chasing groups and, therefore,

Dyna Span was unable to go
forward. If New England had been
a licensed insurance company as
promised, many of the objections
to the Dyna Span program would
not have been made.

No court of law has ever made a

final determination that Dyna
Span was not operating as a pur-
chasing group in accordance with
the federal Risk Retention Act of

1981 and, in fact, Dyna Span was
never issued a valid cease and de-

sist order in its home state, Flor-
ida.

Finally, I feel compelled to point
out that neither Dyna Span nor
ICA has ever been accused of fail-

ing to pay valid claims, failing to
defend valid claims or failing to

adjust valid claims. Further, the fi-
nancial solvency of any of the
aforementioned corporations has
never been questioned in a court
proceeding.

Peter M. Feaman

Marchbanks & Feaman, P.A.
Boca Raton, Fla.

Brougher knows it
takes top performers

to orchestrate
success

.

An insurance company is only as successful as its agency network. So at 3roughe; we make it a practice to
strengthen our insurance family by giving our performers the necessary instruments to be competitive and

progressive in the industry. Instruments like Medical Stop Loss, Group Life, Directors and Officers Liability,
Professional Liability, Impaired Risk and other insurance preducts. And Brougher offers tremendous

flexibility by composing each plan individually to meet the needs of the client. Then we back
our performers with timely and knowledgeable suppcrt.

So take a look as Brougher's performance. We feel you'll
appreciate the way our business is cor.ducted. BROUGHER®

Brougher Insurance Group, RO. Box BAI • Greenwood, Indiana 46142 • 317/535-8212

Eastern Regional Office - St. Petersburg, FL • Western Regional Offjce - Ccsta Mesa, CA

Story misinterprets
cargo liability rules

To the editor: I read with interest

and a fair amount of incredulity
your June 15 article on the effort to

revise the ocean cargo liability re-
gime

I don't maintain that the 63-

year-old Hague Rules couldn't use
some work or, indeed, perhaps
shouldn't be replaced by a scheme
more reflective of modern circum-

stances and technology.
However, I don't think that the

cause of rational discourse on the

subject is helped along by a serious
misdescription of the current sys-
tenn.

Aside from the technical errors

in your report(there is no such
thing as the "Hague-Visby Rules of
1936"), the substance of the article
is seriously flawed.

For instance, you state categori-

cally that "shipowners currently
are responsible only for cargo lost
due to theft. . ." This is simply not
true. Shipowners are responsible

for a litany of negligence-based
damages including, among other
things, water damage allowed by
faulty containers, damage caused
by stevedores, breakdown of re-
frigeration machinery, mistowage,
misdelivery, etc.

Your article continues that "the

shipowner has to pay only $500 per
lost 'package,' which courts world-

wide have interpreted to mean a
bulk container." I can't speak with
authority for "courts worldwide"
but, as an example, in the 9th U.S.
Circuit Court of Appeals an ocean

carrier trying that approach would
receive a judicial spanking and be
sent home.

The system may indeed have
flaws, and I have always admired
William Augello and the Shippers
National Freight Claims Council
for the energy and determination

with which they represent their
constituency. However, it doesn't
seem helpful to categorize the
Hague-Visby Rules as ". . . the

most unconscionable, inequitable
liability scheme ever devised by
man . . ," as did John Gillieron of

the Australian Shippers Council.
Several other candidates come to

mind for that honor.

Let me assure you that Darth
Vader did not have a hand in the

composition of the Hague Rules,
nor did Luke Skywalker toss off a
replacement during his last trip to
Hamburg.

Business Insurance ought to take
more care in providing accurate
background information to its
readership in this important and
fluid area.

Alan L. Rutherford

Manager-Insurance

Matson Navigation Co.
San Francisco

Soft market due

for quick return
To the editor: The article "Insur-

ers Share Liability for Cycles: Ex-
perts" on the insurers' panel at the
annual meeting of the National
Assn. of Insurance Brokers quoted
William E. Thiele of Continental

Corp.: "Management won't be able
to duck responsibility for the se-
verity of market cycles" (BI, June
8).

Also, "Front-line pricing is very
much a product of the will and di-
rection of senior managers. It's up
to them how they behave over the
next two years."

What makes this interesting is
that in our part of the country,

Continental is leading the charge
into the soft market. A soft market

is coming faster and with far more
confusion than the soft market of

the early '80s.
Clifford T. Elgin

Senior Vp
Harris & Co

Louisville, Ky
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Nevada, Arkansas enact tort changes
CARSON CITY, Nev -Tort and

The law became effective with information with the ec,mmissioneiinsurance reforms passed by the around the states the governor's signatureNevada Legislature this session es- 20 davs prior to the effectir e date

tablish comparative negligence in • S B 346, which gives the in- of the rate
surance commissioner authority to

damage suits, modify ]oint and In determining whether reason-
In addition, dn insurer must give cation and initial page of each create risk sharing plans for hnes able competition exists, the com-

.everal liability and establish rules a policyholder purchasing a policy claims-made policy must conspi- of property/casualty insurance missioner will consider such fae-
regarding insurance policy non-re- whose premium 16 annually ad- euously note that it is a claims- that are not reasonably available tors a* the number of insurersnewals and cancellations justed at least 30 days' notice if made policy, insurers must auto- in the marketplace writing d certain risk, marketThe measures, signed into law by the premium 15 to be changed dur- matically provide a 60-day ex-
Gov Richard H Bryan, include Insurers' participation in the ,>hares and the long-term profit-ing the next policy year

• S B 511, which establishes tended reporting period upon plans will be based on the piopor- ability for insurers in the market
Under the law, the commissioner cancellation or termination of the tion of their direct written premi- When a reasonable degiee of

zompardtive negligence instead of will not approve any policy that policy, and any termination notice ums in the state to the total aggre- competition does not exr,t in the
zontributory negligence in suits would reduce liability limits by the must advise the insured and his gate written premium m the state market. insurers must file the bame
,eeking damages for death, injury amount of payment for defense agent of the availability of and the
or property damage S B 346 became effective with information at ledvt 60 daT 5 prit)r

costs unless a separate defense premium for an extended reporting the governor's signature to the effective date of the rate
Under the new law, plaintiffs are limit equal to 1005 of the annual period endorsement • S B 509, which gives the in- The commissioner could dr,ap-entitled to recover damages if their aggregate liability limit is ()ffered The law d()es not apply to rein- surance commissioner more au- prove a rate without a hearing ifnegligence was not greater than Claims-made policies defined surance and special coverages like thority over property/ca'>ualty in- the insurer fails to file all of the:he negligence of the defendant or by the bill a•, policies providing aircraft insurance, ocean marine or surance rates necessarv information or if the rate

-he combined negligence of multi- coverage for claims made during foreign trade insurance, medical
ole defendants Under this law, when a reason- 15 excessive, inadequate or unfairly

the policy period must also meet malpractice, surety or fidelity in- able degree of competition exists in discriminatory
In some cases where the plaintiff certain requirements surance, workers compensation or the market, insurers must file rates

ean recover damages from more
S B 509 will become effective in

The'.e include the policy appli- employer's liability insurance and supplementary rating and risk October:han one defendant, each defen- .

dant is severally liable only for the
portion of the ludgment repre- .

1.

senting the percentage of negli- Jjl* T 1.-=
,

111'l .
Renee attributable to him How-

''

ever, the new law does not affect 1--fV:'A "' '24,91*- 0-*- I '--7 1.Aethe joint and several liability of
er .71,'.'.·,

defendants in suits based on strict 14 rl. .1 4 21tt",p-' - 1/&'*4hability, intentional torts, pollu-
4 1 -1 1- *01'141.-1- 1 L I '

tion or from injuries from products
manufactured, distributed or used
in the state

'

• A B 214, which contains pro- T-1 14'1',1 Z'i
visions for the cancellation or non- /5 '1 4 0 1

A-renewal of insurance policies
.

'L

The law requires insurers in- , F
tending to stop writing a particular ,6947' - 1 Ids'*- 1 11-r -!1 t I':Z_ * _._/S
class of insurance to notify the in- I - ' -* .-

£r4.
surance commissioner at least 60

"

days before cancellation or non-re-  I » L--103-
newal notices are mailed b 49#* - 1 80*-

Mi(item cancellations of policies .,545,14 Z -3=-M
.

issued for one year are prohibited -11
e *

except for failure to pay the pre-
rist.

mium, the insurer's discovery of *1:,-= ' YES,>4 ,·ru-*$ .W . ' ..40 4.fraud or misrepresentation by the + '71

policyholder or a material change
in the nature or extent of the risk 1

For commercial lines policies 16-
*

--

ued for terms longer than one r. .

X -
--» 1

vear. the insurer may cancel bv 4B» -L
-

giving 60 days notice before the t >Gr --
-==-li:*itc

 Ftpolicy's anniversary date »

• AB 308, which prohibits in-
"

surers from canceling, refusing to +' ir a

renew or increasing the renewal 4

'-04premium of a property/casualty -5.34 ./liRT ' , 1- T * # .'*i
policy because of claimss fc,r which

* . I ps'*5? I
4

the policyholder was not at fault *E- 4'-7.5 2 « 173
• A B 315, which amends Ne- --

*16. +
vada'b insurance rating statutes r-*7-

.

4 A

14 IThe insurance commissioner may . 4.
.

now disapprove rates if there sn t
d reasonable degree of compet t on -C- ,

4
1 .

r

in the marketplace
To determine whether there is

.teasonable competition, the c m- f If .
4*missioner may consider facti rs S.

1 . r .
such as the number of insurers

/

writing a particular risk in the
4

market, rate differential among in-
surers writing that class of busi- 4 / . 7

ness and insurers profitability
t.,

:t

Arkansas reforms
LITTLE ROCK, Ark -Gov Bill

Clinton has signed several insur- Z+51 .
ance and tort reform measures, in-
cluding laws that limit the liability
(·f directors of non-profit corpora-
ti(ms and governmental entities

1

The ina]or bills include HOWWE INSURE
• H B 1077, which provides

limited immunity from liability to
airectors of non-profit corpora-
tions, members of governmental AIRPORT WHEN ITWENT A.
boards or agencies and school ath-
letic directors and other non-profit Every bit of material and equipment needed every type of ocean cargo imaginable. likewise part of the f ily: We can call
entities, except for acts of gross to build the 96-square-mile King Khaled From peanuts to locomotives. them up at a moments notice. Whether
negllgence or intentional torts International Airport in Riyadh, Saudi Our ocean marine surveyors know the they're in Buenos Aires or Borneo. And

The law becomes effective on

Aug 1 Arabia-more thana billion dollars' worth business likethebackoftheirhand.Many wecan depend onthemtobedownataport
• H B 1267, which provides ofcargofromaroundtheworld-was grew up with the sea in their bones. checking a ship or settling a daim within

certain minimum standards for insured by Fireman's Fund. They've been boat builders, steve- hours of our phone call. In short, we know
commercial property/Casualty in- Few companies will ever take on such dores, sailors, and ocean captains. Our chief the seven seas. Call us up anytime. ,61
surance policies. including claims- amammoth project. But with 122 years surveyor wenttosea when he wasseven- Fromanywhere intheworld.If you , umade policies

Under the law, any notice of a of ocean marine experience, we knew we teen. He's been with Fireman's Fund have cargo that has to cross the _®LIK %11
claim that is given by the Insured could handle it. And we did.Without a hitch. since 1970. ocean, by sea or by air, we'11 C
to any agent of the insurer consti- Over the years, we've insured virtually Our independent surveyors are take care of it. FIREMANS FUND
tites notice of a claim

DBURANCECOMPANIES
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Benefit taxes (while) paying different amounts efit and pension revenue options ployees paid less, "because the than $50 million m 1988 and $100
of FICA tax because of the form in higher the blacket, the more valu- million in 1989 and in 1990

Taxing employer-provided
Continued from page 1 which their compensation is re- able the exclusion Moreover, the The reasoning behind this, ac-

health care coverage"It is significant that employee ceived," the ieport suggests rules establishing the exclusion aie cording to the report, is that low-
benefit tax changes continue to Presenting the opposing point of The i eport outlines four possible struetuied to permit laigei exclu- income employees geneially do not
suiface when these options are de- view, the report states that leaving revenue options foi altering the tax sions for highly compensated em- elect such coverage, so the tax- fa-
veloped," he pointed out these benefits untaxed "is lusti- status of employer-pionded health ployees, increasing the bias in vored benefit "functions largely to

However, "because something is fied, as a matter of social policy," coveiage favoi of high-bracket tarpayeIs " enable high-income taxpayers to
an option on that list, lt doesn't because the non-discrimination One option, which was part of And the tar-favoted status of obtain a laiger tax benefit foi their
mean that it's going to happen," rules for tax exemption of these a Treasury Department report to health benefits can lead to overuti_ housekeepers "
Mr McAIdle added benefits encourages employers -0 the president issued in November lization of set vices, resulting in However, the report notes that

Gerald Uslander, a principal in provide the benefits "to low-and- 1984, is to tax employer group higher costs for those services, the the proposed limitations on cafete-
the Louisville, Ky, office of bene- middle who otherwise might not health insulance contributions report says lia plans ''would reduce their

fit consultant William M Mercer- purchase such insurance " that exceed a certain amount of an Howevei, the report states that usage by employers and thus could
Meidinger-Hansen Inc , agreed The new revenues that many of employee's income (BI, Nov 26, ''if any of the proposals were en- result in some employees receiving

The report ' won't be the only the options in the ieport wou_d 1984, No* 12,1984) acted, employers would be less benefits they do not need and
consideration (for the committee), generate would stem from includ- The threshold for taxation of em_ likely to provide adequate health others not receiving benefits they
and not all of the options wi.1 be ing employee benefits in the calcu- ployer contributions specified by coverage to low-and-middle-in- do need "
passed," Mr Uslander noted Still, lation of wages for purposes of em- the report is $70 per month for an come employees Taxing death benefits and
"this will be an important docu- ployer FICA tax contributions indivicual and $175 pei month for Furthermore, if a limitation lS dependent care assistance
ment in Ways and Means " FICA contributions are payroll family coveiage The limits could based on a flat dollai amount of

These two options, each a carry-It ts important to put this docu- taxes used to finance Social Secu- be set higher and would be ad_ employer contributions, it would
ment in perspective in terirs of rity, parts of Medicare and other lusted annually to reflect changes discriminate against employers over from the Treasury Depart-
what is politically feasible, noted federal programs The 1987 FICA in the Consumer Plice Index that have higher pei -employee ment's 1984 ieport, would not gen-
Edward Davey, vp and manager of rate is 7 1 5%, paid by both employ- These limits would apply for So- Costs fol the same health coverage, erate significant 1 evenue
the lesealch department in the ers and employees on wages up to cial Security and FUTA tax pur- the repoit says Those employers Taxing an employer-provided
New York office of Johnson & Hig- $43,800 poses as well as income tax puz- would include small employeis, death benefit would generate less
gins Under many options, employee pcses employers in high-cost regions and than $50 million annually in 1988,

For example, Mr Davey ques- benefits also would be Included in This cption would taise $3 3 employers with older workforces, 1989 and 1990
Taxing employer-provided de-tioned how limiting the ta>-fa- the definition of wages foi em- billion in 1988, $6 billion in 1989 noted the report

pendent care assistance, both forvoied status of health benefits ployer federal unemployment tax and $7 5 billion in 1990
would be reconciled with the man- act (FUTA) provisions Taxing employer-provided employee income, FICA and FUTAAnother option is to apply this
dated health benefits legislation The gross FUTA tax rate is 6 2% cap on tax-exempt health benefits group term life insurance tax purposes, would generate less

than $50 million in 1988, $100 mil-ploposed by Sen Edward Ken- of the first $7,000 paid to each em- only for FICA and FUTA purposes Two ielated options to alter the
nedy, D-Mass (BI, June 29, May ployee during the year Employers This woJld geneiate ievenues of tax-exempt status of employei- lion in 1989 and $100 million in

25) in states meeting certain federal $1 2 billion in 1988, $2 1 billion in provided group term life insuiance 1990

The rationale for cutting or mod- requirements and having no delin- 1989 and $2 6 billion in 1990 are outlined in the repoit If only the tax-exempt provi-

ifying the tax-favored statLs of quent federal loans aie eligible for A third option, which was pait of The first proposal, which was sions of dependent care assistance

employee benefits is that "the ex- a 5 4% cIedit, making the minimum the president's May 1985 tax ie- part of the Treasury Department's for FICA and FUTA were repealed,
clusion from taxation" of these net FUTA tax rate 0 8% the revenue effect would be less

form proposal, is to Include in an Novembet 1984 report, is to con-
benefits "can result in taxpayers Included in the report are analy- employee's income employer con- sider employer-provided life insui- than $50 million for each of the

having the same economic income ses of the following employee ben- tributions to a health plan up to ance as part of an employee's in- three years

$10 per month for an individual or come for tax purposes and part Pension revenue options
$25 per month for fam_ly coverage of an employee's wages for FICA Redefining full funding limita-

This option woulc taise $2 8 and FUTA purposes tions for pension plans would gen-
billion in 1988, $4 2 billion in 1989 This would geneate $2 billion in

Carnegie Insurance Service Corp. erate revenue of $600 million in
and $46 billion in 199,) 1988, $3 1 billion in 1989 and $3 2 1988, $1 8 billion in 1989 and $14

Ano-her option lS to include all billion in 1990is pfeasd to announa billion in 1990
employer-provided health benefits The second proposal is to repeal According to the report, the full

DAVID R. HARPER in wages for FICA and FUTA pur- the tax-exempt status of life insur- funding limitation could be de-
poses This would generate the ance for FICA and FUTA purposes fined as a multiple of a plan's ter-C,s joidour corporat¢ staff as most revenues of the health bene- only, which would geneiate $800 mination liability for tax deduc-

r. fi:s taxation options $9 1 billion million in 1988 and $1 3 billion m tion and minimum funding<Br«d 'Manaqer of our Cmcap Offia m 1988, $14 6 billion in 1989 and 1989 and in 1990
purposes

$16 7 billion in 1990 These proposals are politically
The I nsurance Exchange Bldg Thus an employer would be per-Barnegie 175 W Jackson • Suite 1516 In addition to the pros and cons more feasible than alteiing the tax mitted to make a tax-deductible
Chicago, Illinois 60604 outlined above, the report notes status of health benefits, observed

74,*41 INSURANCE SERVICE CORPORATION (312) 786 1193 contribution to a defined benefit
that the tax-favored status of Johnson & Higgins' Mr Davey plan if, after the contribution, the
health benefits iS more valuable to

highly paid employees than to em-
Taxing employee benefits plan's assets do not exceed a cer-

of higher-paid workers tam percentage, such as 150% or
200%, of the plan's termination lia-

Taxing employees with an an- bility
nual income of $60,000 or mole for

Tbis annoimcement appears as a matter of record only One atgument m favor of the
employer-provided health CoveI- proposal says that an employer
age, group-term life insurance and should not be permitted to deduct
dependent care would generate contributions to a defined benefit
$1 1 billion in 1988, $1 8 billion in plan for liabilities that have not

5139,000,000 1989 and $2 billion in 1990, ac- yet been incurred if the plan assets
cording to the zeport significantly exceed the liability

One of the reasons for this pro- Furthermore, undei current law,

posal is that "high-income employ- an employer can overfund its pen-
ees do not need what is, in ef- sion plan just to obtain the benefit
feet, a government subsidy (pro- of a deduction, notes the report

The Aetna Casualty and Surety Company Conning & Company vided through the tax system) to However, "the defined benefit

purchase benefits," the report con- plan funding and deduction rulesAon Corporation Johnson & Higgins tends were designed to encourage em-
Chase Manhattan Investment Holdings, Inc. London United Investments plc Altering the tax status ployers to fund for projected,
a Subsidiary of The Chase Manhattan Corporation rathei than accrued, liabilities,

Merrill Lynch Interfunding of cafeteria plan benefits
CU Capital Corp. states the report
a Subs diary of Citizens Utilities CO Willis, Faber & Dumas Ltd Undei cuirent law, benefits such A proposal to treat any loan from

as health coverage, group-term life a qualified plan as a distribution of
insurance and dependent-care as- plan benefits and include that in
sistance are non-taxable to em- an employee's income would gen-
ployees in cafeteria plans erate less than $50 million in 1988

as Sponsonng Shareholders One proposal to alter this ar- and $100 million in 1989 and 1990
announce tbe fornmtion of rangement would limit non-tar- Cuirently, only some loans to plan

able benefits to $500 for purposes participants are treated as taxable
of an employee's income, FICA and income

EXECUTIVE RE INC. FUTA taxes This would generate This proposal would make the
revenues of $800 million in 1988, treatment of loans from qualified
$1 4 billion in 1989 and $1 9 billion plans consistent with the treat-

witb offices at
in 1990 ment of loans from Individual Re-

Justifying this proposal, the re- tirement Accounts, the report
port notes that "the dollar limit points out

82 Hopmeadow Street does not eliminate an employer's Furthermore, the proposal would

Simsbury, Connecticut 06070 ability to allow employees to discourage loan withdrawals from
choose different benefits (but) qualified plans, increasing the
simply limits the tax benefits plo- hkelihood that retirement benefits
vided to such an arrangement " will be held until retirement

A new corporation whose subs:dtary, ERIC Remsumnce Co, A second option is to alter the Ofher revenue options discussed
will reinsure directws ind officers Imbdity msumnce tax status of cafeteria plans only in the report include raising inch-undenentten by Tbe Aetna Caswity and Surety Company

for FICA and FUTA purposes This vidual and corporate income taxes,
would generate $600 million m imposing a luxury tax on certain
1988, $1 2 billion in 1989, and $1 7 items, limiting the interest deduc-

320,000,000 initial Policy Limit billion in 1990 tion on home-equity loans, with-
A third option is to disqualify holding taxes from interest and

dependent-care assistance from dividends and raising excise taxes
the tax-exempt status of cafeteria on gasoline, liquor and telephone
plans, which would generate less use
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Illinois now selfinsuring dental benefits
benent beat

The state of Illinois is dropping
Delta Dental Plan of Illinois and
is self-insuring its 8-month-old
employee dental benefit program,
effective July 1.

"Delta was having financial dif-
ficulties meeting the terms of the
contract and had some procedural
difficulties fulfilling the contract.
We made a mutual agreement to
terminate the contract," explained
a spokesman for the state's De-
partment of Central Management
Services, which administers the
state's benefit plans.

Delta Dental officials could not
be reached for comment.

In addition to the switch to self
insurance, state employees are not
being required to contribute to the
premium under the new plan, but
they also no longer will have the
option to purchase more compre
hensive coverage.

The state decided to offer a den

tal plan to its 250,000 ennployees
after it switched to a self-insured
health care plan from a 13-year
old plan underwritten by Blue
Cross/Blue Shield of Illinois, pro
ducing a one-time $20 million sav
ings (BI, Jan. 5; April 14, 1986).

The dental plan was to be phased
in over a three-year period, with
additional dental services covered
each year.

The state had originally bud-
geted $8 million to implement a
dental plan, but had worked out a
"minimum-maximum" agreement
with Delta, under which it would
pay a minimum of $5.5 million and
a maximum of $6.2 million for the
plan in the first year.

The Delta plan, which expired on
June 30, offers two options.

Employees received "basic" cov-
erage at no cost. The plan covered
all diagnostic, preventive and
minor restorative services, up to an
annual maximum of $1,000.

Employees also had the option
of purchasing additional, compre-
hensive coverage which covered
emergency care, dentures and oral
surgery.

Employees buying the compre-
hensive coverage paid $4.90 a
month for single coverage, $10.70 a
month for coverage of the em-
ployee and one dependent and
$20.10 a month for coverage of the
employee and two or more depen-
dents. The maximum annual cover-

age under the comprehensive plan
also was $1,000.

If the old Delta plan had been
retained, employees would have
received coverage for more services
under the basic plan each year,
while the premiums for additional
comprehensive coverage would
have decreased each year.

Some 40,000 of the 250,000 state
employees opted for the compre-
hensive plan this year. Now, ser-
vices not covered by the basic plan
will be paid for completely by em-
ployees, the spokesman said.

The new plan will continue to
cover diagnostic and preventive
services, as well as some minor re-
storative services. The maximum

annual coverage under the plan is
$1,000. And, the state will continue
its three-year plan to improve and
increase the services covered by
the plan, the spokesman said.

Under the new self-insured plan,
employees do not pay monthly pre-
miums, but they could pay some
copayments under a new fee sched-
ule system used by the state.

Under the system, employees re-
ceive a list of covered procedures
and the maximum amount the state

will pay for each procedure. Em-
ployees pay the difference if their
dentist charges more than the fixed
amount, the spokesman explained.

Formerly, employees choosing
optional comprehensive coverage
must use dentists participating in
Delta's provider network to receive
maximum coverage for a service.

Under the self-insured basic
plan, employees will be able to
choose their own dentists without
penalty, he said.

CHAMPUS dental plan
Dependents of active duty mili-

tary personnel soon will receive
their first dental insurance plan
from the federal government.

The program, coordinated by the
Department of Defense, will cover
more than 2 million dependents in
the United States, Puerto Rico or
the U.S. Virgin Islands.

The plan, which will be under-
written by Delta Dental, will be
effective Aug. 1, said a spokeswo-
man for the Civilian Health and
Medical Program of the Uniformed
Services.

The plan will cover 100% of the
cost of diagnostic and preventive
dental services, including routine
check-ups, X-rays and fluoride
treatments, she said.

The new plan also will cover 80%
of the cost of some restorative ser-

vices, such as fillings, stainless
steel or plastic caps for baby teeth
only and denture repair.

Active duty military personnel
will pay a monthly premium of
$3.93 for one dependent and $7.86
per month for two or more depen-
dents, the spokeswoman said.

Military personnel will not be
covered by the new plan because
they receive all of their health care
at military facilities.

Benefit beat keeps insurance and
employee benefit managers in-
formed on what other companies
are doing and Of current develop-
ments in the employee benefit field.
We'd like to know if you'ue made
any changes. Write Donna DiBlase,
Business Insurance, 740 N. Rush
St., Chicago, ILL 60611; 312-649-
5393.

Heres What Ib Look For
InATpical Emhezzler.

Short ortall. Old or

young Male or female.
Try to draw a portrait of
the typical embezzler
and you'll probably draw
ablank Because itcould

be anyone.
And experienced

business people know
that the only thing
harder than spotting an
embezzler is repairing
the damage he's done.

'Ihat's why they rely
on Honesty Insurance
from F&D.

Shouldn't you find
out why F&I)'s Honesty
Insurance is your best
policy? Ask your agent
or broker, or write: F&D,
A Macdonald Rees,
Marketing P.O. Box 1227,
Baltimore, MD 21203.

82 11!le Rdelity and
Deposit Calpanies
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Keynote Address Monday, August 3
Influence - Elaina Zuker, President of

Success Strategies, sets the tone for the
1987 EBC Con=erence. Effective

communication possesses a powerful
abilitv to influence. Communicators

sometimes get lost in a maze of glitz and
glitter, worrying too much about deadlines
and production values. Employee benefits
communicators may also get bogged
down by legislative and health care cost
control requirements. But no
communicate- should ever lose sight of the
impact communication has ... its potential
to influence attitudes, choices and

response Ms. Zuker will walk you through
six influerce styles - discover an
approach thct can get you results.
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Jim Biggerstaff
Manager, Compensation & Benefits

PEARL HEALTH SERVICES

Tax Reform and 401 K

Catherine A. Corse

Employee Benefits Officer
BARNETT BANKS INC.

Communicating COBRA

Laura Fairmcn

Director, Product Research & Development
Group Insurance Marketing

METROPOLITAN LIFE INSURANCE COMPANY

PANELIST: Triple Ophbns

Victoria George
Benefits Specialst

Benefit Planning Deparfment
BANKAMERICA CORPCRATION

PANEUS'. Utilization Revieu

1

8

Alfred Hayes
Director, Human Resources

SONY CORPORATION OF AMERICA
CASESTUUM'. Computer Communications

Jeffrey Horn
Principal

TOWERS. PERRIN, FORSTER & CROSBY

CASESTjDY: Total Benefit Programs

Alfred Malecki

Publisher

BUSINESS INSURANCE

EBC AWARDS

H. L. Marchant

Principal
WILLIAM M.MERCER-MEIDINGER-HANSEN,INC

CASESTUDf. Interactive Video

Kathryn J. Mcintyre, AR.M.
Editor

BUSINESS INSURANCE

CPENING REMARKS

Sally Gottlieo LA Arnold Milstein, MDFlex Plan Coordinator President

PACIFIC GAS & ELECTRIC COMPAIVY ....•,ll# NATIONAL MEDICAL AUDIT

CASE STUDY: Total Benefit Programs  PANEL\2. Utilization Review

Communicating COBRA
COERA Simp/ified - Creative ways of
corrminicating COBRA to employees and
keeping paper work down to a minimum.
Find out how one company took the sting
out of COBRA.

Triple Options
The Cha#enge - Communicating
indemnity plans, HMO and PPO options to
employees. The challenge begins with
devisirg a plan that keeps information
overload to a minimum and erds with

effejive communication tfat still defines

the ocrameters of employees' choices.
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EBC Awards Luncheon

Achievement - Recognizing outstanding
communications programs, Alfred Malecki,
Publisher, Business Insurance, presents the
15th Annual EBC Awards. Also shown will be

the first picce c-v winner.

Research - Techniques
Inspiration - Developments in consumer
research cnd statistical techniques inspire
a new ma -lagement strategy that
identifies employee satisfaction with
benefits and their direct relation to

corporate berefit costs.

Case Stuaies

Informal worksnops, presented as
concurrents, g ve you the opportunity to
a·ttend all sessions.
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John Parkington, PhD
Director, Organization Research

& Analysis Services
THE WYATT COMPANY

Research

Timothy Stentiford
Consultant

HEWITT ASSOCIATES

CASE STUDY: Computer Communications

1. B. Wallman

Employee Benefits department.
Employee Relations Staff
FORD MOTOR COMPANY

CASE STUDY: /nteractive Video

Herb Zeltner

President

HERBERT ZELTNER CONSULTING INSK7

You Be The Judge  
Edward J. Zeman 

Director, Employee Services
THE LONG ISLAND RAILROABs= &

PANEUST. Triple Optiond

Elaina Zuker "*-

President

SUCCESS STRATEGIES

KEYNOTE: Influence In Communication

Computer Communication
The Cu#ing Edge - Why Sony Corporation
opted for computer communication and
how they combined market trends with
technological innovations to implement
state-of-the-art int active computer
communication ve icles. This case study
walks you through p rsonalized benefits
and provides scena for combining
benefit options.

Case Studies

All three case studies
uesday, August 4
ated.

You Be The Judge
A-V Excellence - Pres annually, this
energetic session prese audio-visual

programs submitted to the EBC
Competition. Yow be the judge - see
what other industry professionals are doing
in this medium.

Luncheon

A final opportunity to gather with industry
leaders and peers.

Utilization Review

Performance -The nature of utilization

review demands peak performance. This
session provides an examination of
operations, key findings on performance
levels and a look at how one benefits

department performs this communications
.task.

Tax Reform & 40lk

/ssues and /deas - Better marketing is
essential to communicating tax reform and
401 k especially to lower paid employees.
Find out how humor and a promotional
contest got attention and boosted
participation.

Adjournment
Until next year -

Ihe 8/ Conference opens Sunday. August 2, with registration check-in and a cocktail reception from
5-7pm. Sessions begin Monday. August 3 at 8:30am. The conference adjourns Tuesday. August 4 at
4:30pm.

The cost is $650. A 10% discount is offered to additional registrants from the same company. The fee
includes sessions, workbook educational materials. and scheduled functions.

Payment required with registration. All registrations will be confirmed.

Cancellations must be received in writing. A refund will be made on cancellations received prior to
July 1.A $100 service charge will apply to cancellations received after July 1. No refund will be
made on cancellations received less than 5 business days prior to the conference. If your plans
change. you may substitute the name of another person from your company without penalty.

To register. complete the form and send it with your payment to:

Business Insurance, Communication Services Department,
220 E. 42nd St., Suite 930, New York City, NY 10017

For information call: Barbara Dalton, Registrar, at (212)210-0780. j
Hotel Accommodations

We have set aside a limited block of rooms at a special rate of $130 single/$150 double,'c,t the
Grand Hyatt Hotel in New York City. These rates are available to Conference Registrants only. and will
be honored until July 13.

You must mention the Business /nsurance Bene#13 Conference when making your reservations. Hotel
cards will be included with your Conference Registration Confirmation. Or call the Grand iydit Hotel

at (212)850-5900; or toll free at (800)228-9000. 6 <6
Travel Arrangements :1\\,0

. n g \\\FA
We have arranged for discounted airline tickets to New York City from almost every locationlin the\
U.S. Contact Travel Technology Group at 800/524-4442. You must mention the Business /nsOr
Benems Conference to take advantage of these low rates with no restrictions.

Awards Luncheon

A luncheon ticket is included with your Conference registration. A limited number of adqm8091 ??afs\\ P
are available for the EBC Awards Presentation Luncheon. Additional tickets are $60 each j available\\ 4  4
on a first come-first serve-basis; reservations required. Contact Registrar. {tj i futs S

Please register me for the 1987 Bl Conference
Employee Benefit Communications:

August 3 and 4 · The Grand Hyatt Hotel in New York City

Name

Title

Organization

Address

Cily State Zip

Additional Registrant from my organization:

Name

Tile

Name

Ti«e

Phone ( )

Il Payment Enclosed O Visa El Mastercard El American Express Il Optima Card

Account # Expiration Date

Signature

.business
msurance

Business Insurance, Communication Services Department
220 East 42nd Street, New York, NY 10017
Barbara Dalton, Registrar - (212)210-0137

816/22

0. r
0 3 -

O 0 L
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Hjorth named vice chairman at Equicor
William T. Hjorth has been surance Co in Los Angeles Mr RBH's Portland office and Mr

named vice chairman and chief comings & goings: industry Fraser manages the property in- Stirling was executive vp of RBH's
operating office. of Equicor, the surance underwriting department Sacramento, Calif, office
]oint venture between The Equita- Mr Dean is in charge of the com- Ron Massa appomted executive

ble Life Assurance Society of the Minneapolis He succeeds Don executive vp and chief operating pany's casualty insurance under- vp of Western International Cos,
United States and Hospital Corp Henyan, who has been electec officer at Westco Insurance Co in writing department an insurance bioker in San Fran-

of America chairman Previously, Mr Brennan Ramsey, N J He had been senior Michael Hogan appointed se- cisco
Mr H]orth, who joined Nash- was vp of strategic planning foi vp-finance at Westco nior officer and vp of group execu- Jay Frank joined Alper Services

ville, Tenn -based Equicor in Jan- Northwestern National Life Group Thomas F. Mulligan named vp tive accounts in the St Louis home Inc, a brokerage and risk manage-
uary, previously served as as exec- Division and senior vp of NWNL of underwriting and marketing for office of General American Life In- ment consulting firm in Chicago,
utive vp and chief financial officer General He retains responsibility Western World Insurance Co in surance Co Prior to his promotion, as chief operating officei and exec-

Previously, Mr H]orth was chief for NWNL Group's strategic plan- Ramse>, NJ , a subsidiary of Mr Hogan was group vp and gen- utive vp Mr Frank also is a prin-
financial officer and senior vp at ning Westco Insurance Co Previously, eral manager of executive ac- cipal of the firm Previously, Mr
Clark Equipment Co of South Nicholas A. Creatore promoted Mr Mulligan was manager of Ln- counts Previously, Mr Hogan was Frank was senior vp and principal
Bend, Ind to senior vp at The Home Insurance derwriting for Tudor Insurance senior staff manager and a second of Cohen Seltzer Inc in Philadel-

In other insurer changes: Co of Illinois and The Home Insur- Co, another Westco subsidiary executive for First Bank System phia, another brokerage
Laurence P. O'Connor elected ance Co of Indiana Mr Creatore Carl Pheffer promoted to L p- Insurance in Minneapolis

president and chief executive offi- is also vp of the parent company, claims at Westco Prer -ously Mr Robert S. Marcotte named vice Other suppliers
eer of John Hancock Property & The Home Insurance Co in New Pheffer was manager of Westco chairman of American General
Casualty Cos in Boston Most re- York Mr Creatore oversees the Claims Management Services Life & Accident Insurance Co in Sylvain Dion will become

cently, Mr O'Connor was vp and special property risk unit, which is G. Thomas Folds promoted to Nashville, Tenn Mr Marcotte will chairman of The Wyatt Co 's risk
general manager of Northbrook In- composed of ocean marine, special president of Greenwood, Ind - continue as president and chief ex- management committee and will
surance Co, a Noi thbrook, Ill- property and petrochemical divi- based North Atlantic Casualty & ecutive officer of Equitable Life head its Chicago risk management
based subsidian of Allstate Insur- sions previously, Mr Creatore was Surety Insurance Co Inc, a prop- Insurance Co in Nashville Amerl- consulting practice following the
ance Co senior vp-property with American erty/casualty insurance subsidiary can General Life & Accident and retirement of Warren Brockmeier

Raymond Barrette has been Home Assurance Co and National of Brougher Insurance Group Inc Equitable Life are subsidiaries of as vp and head of the Chicago risk
named executive vp of Fireman's Union Fire Insurance Co of Pitts- specializing in professional liabil- American General Corp in Hous- management consulting depart-
Fund Commercial Insurance in burgh, Pa tty and errors and omissions cover- ton ment on Dec 31

Novato, Calif, a unit of Fireman's Also at The Home Insurance Co age Albert P. Rich Jr. elected resi- Previously, Mr Dion was head of
Fund Insurance Cos Mr Barrette of Illinois and The Home Insurance Also at Brougher Insurance dent vp at Bituminous Insurance Wyatt's risk management consult-
is responsible for underwriting, fi- Co of Indiana, Robert E. Piller Group, Mary Anderson named Co in Atlanta Mr Rich will retain ing practice in Montreal
nance and planning Previously, appointed vp Mr Piller is respon- vp/actuary Ms Anderson pre- his current position as regional Edward J. Callahan named vp

Mr Barrette was senior vp and ac- sible for new product development viously served with Blue Cross and manager in the Atlanta office of Claims Management Services in
tuary at Fireman's Fund and marketing Prior to loining Blue Shield of Indiana Mark Anderson elected presi- Chicago, a division of Fred S

James R. Brennan elected pres- The Home, Mr Piller was assistant Brian McBride and Kenneth J. dent of American Interstate Insur- James & Co Inc In his new role,
ident and chief executive officer of vp and manager with Constitution Mount promoted to vps from as- ance Co of Georgia Mr Anderson Mr Callahan will be responsible
NWNL General Insurance Co in State Management Co, a subsid_- sistant vps of Associated Aviation works out of the for technical and claims support of

ary of Travelers Indemnity Co Underwriters in New York Mr insurer's execu- CMS' workers compensation pro-

Eugene E. Pittelli promoted to McBride will continue to manage tive offices in  grams Previously, Mr Callahan
vp from assistant vp in the loss the airline department Mr Mount Dallas was director of operational review

1 GENERAL AGENT I control department of The Home will continue as manager of home viously, Mr An- at CMS

 (WHOLESALE) Insurance Co in New York Mr office products derson was vp Jack Iannantuono named

Pittelli formerly was manager of William C. Hart elected presi- and chief operat- directoi of POMCO's Allentown,
i TRUCK PROGRAM I casualty engineering for Royal In- dent of Mercer Mutual Insurance ing officer of Pa , division POMCO is an em-

1 Admitted and non admitted surance Co in New York Co in Pennington, N J He sue- American Inter- ployee benefit consultant based in

markets avat able to established I John F. Carney appointed pres- ceeds Eric W. Turner Jr., who re- state Syracuse, N Y

1 GA, MGA and E+S Brokers 1 ident of The Ohio State Life Insur- tired Previously, Mr Hart was Bernard Feld- At Merrill Lynch Settlement

w,th established transportation ance Co, a subsidiary of Farmers president and chief executive offi- man promoted Mr Feldman
Services Inc in Washington, DC,

book of business I Insurance Group Inc in Columbus, cer of Centennial Savings & Loan to president from James P. "Pat" Piper appointed

 Richard D Slautterback Ohio Mr Carney succeeds Har- Assn in Pennington and president executive vp and chief operating of- regional vp Mr Piper will oversee
vey T. Goerlitz who will become of Colonial Service Corp in Ro- ficer of ICW Group in San Diego, structured settlement services in

Chairman chairman until his Sept 30 retire- selle, N J Calif, a multiline commercial in- Washington, Delaware, Virginia,
Telex 80-4319 ment Most recently, Mr Carney Alfred G. Martz elected senior surer West Virginia, North Carolina and

liiii-IIII was vp-risk management and sec- vp of Chubb & Son Inz Mr Martz Kentucky

retary for OSL currently serves as chief under- Reinsurance Will B. Waterman appointed

Ans Daniel J. Grim appointed vp m writing officer of Chubb's Interna- regional vp of Merrill Lynch Set-

MERIC.KN TRUCK the general obligation leases and tional Division in Warren, N J Peter M. Armour has joined tlement Services Inc in Pasadena,
UERWR,rERS, NC ® special tax division at Bond Inves- In addition, Royal {Duke) Ter- Willcox Inc Reinsurance Interme- Calif Mr Waterman will handle

tors Guaranty Co in New York, a rell Jr., who serves as Dranch man- diaries as senior vp Most recently, structured settlements for clients
municipal bond insurer Pre- ager of Chubb's Birmingham, Ala, Mr Armour was corporate director in Arizona, Southern California
viously, Mr Grim was a vp at the office, was elected vp and senior vp of Towers, Perrin, and Southern Nevada

© 1987 American Truck Underwriters, Inc ®
Bank of America Jeffrey S. Fraser and Thomas Forster & Crosby Yale D. Tauber has loined the

All Rights Reserved Andrew S. Frazier appointed A. Dean named vps of Topa In- Betsy Brougher-Ayers pro- New York office of William M
moted to president of North Atlan- Mercer-Meidinger-Hansen Inc as
tic Treaty Managers Inc , Brougher a managing director Mr Tauber
Syndicate Inc and Kansa- will specialize in executive com-
Brougher Syndicate Inc , all in pensation and benefits consulting
New York North Atlantic Treaty Previously, Mr Tauber was head of
Managers Inc 15 the underwriting the compensation and benefits de-

TRENWICK AMERICA CORPORATION management subsidiary of partment and a partner of Le-
Brougher Insurance Group Inc of Boeuf, Lamb, Leiby & MacRae, a

AND Greenwood, Ind Both Brougher New York law firm
Syndicate Inc and Kansa- Terry W. Warren appointed vp

HANNA MANAGEMENT SERVICES CORPORATION Brougher Syndicate Inc are mem- of Corroon & Black Health Care
bers of the New York Insurance Concepts, a Nashville, Tenn -based
Exchange health care consulting firm and a

unit of Corroon & Black Corp

Agents/brokerswish to thank the following speakers
J.P. "Chip Carter II has joined

HMOs/PPOs

for their contribution to the success Corroon & Black of the Carolinas Gene R. Heath appointed chief

of our recent conference held
as senior vp and manager of the executive officer of PARTNERS
construction industry division in National Health Plans in Bala

in Boston on June 17,1987 Charlotte, N C Mr Carter is re- Cynwyd, Pa , a managed health
sponsible for the production and care organization Previously, Mr
service of construction and con- Heath was president and chief ex-
struction-related insurance and ecutive officer of both CareA-

surety accounts for the Charlotte, merica-Great Lakes Health Net-

RISK RETENTION'WHERETHE RUBBER MEETS THE ROAD Columbia, SC, and Greenville, work and HealthCare Network in
S C, offices He previously was a St Louis
vp with Collier Cobb & Associ- William L. Young promoted to
ates in Charlotte chief operating officer of Methfe

William J. Tvenstrup ap- HealthCare Network of South

H. Felix Kloman-Tillinghast pointed vp and senior account ex- Florida, a health maintenance or-
ecutive from assistant vp in the ganization in Fort Lauderdale He

Bruce R Wright-LeBoeuf. Lamb, Leiby & McRae production division of Frank B had been vp-marketing Metlife is
Hall & Co of Massachusetts Inc in an affiliate of Metropolitan Life

Joseph R Morris-Reliance Risk Management Boston Insurance Co

Warren D. (Dick) Johnson pro- Alfred R. Dardis joined U S
Roger D. Teese-Hanna Services moted to chairman and Douglas S. Healthcare Inc as vp and medical

James F. Billett, Jr.-Trenwick Stirling promoted to president director in northern New Jersey
and chief executive officer of Rol- Blue Bell, Pa -based U S Health-
lins Burdick Hunter of Oregon Inc care operates a network of health
in Portland Prior to their promo- maintenance organizations
tions, Mr Johnson was president of throughout New England
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Crump/H&W forms D&0 insurance unit
SUIplus lines broker Crump/ opera,e as a Sepalate entity, and Little Rock-based Arkansas Di-

H&W In,,uiance Services has markets Bierly s Builingame office will be versified Services, the holding
formed a special unit to broker consohdated with ACT'x Redwood c-jmpanv toi Life In,,ulance Co of

diiectors and officeis liability in- City o fice A.ikansas, HMO Arkansas and Pti-

surance vices of Stamford, Conn Kauf- South Pasadena, Calif -based Bra*ilian biokers MacFarlane mdrv Cate Network of Arkana%

"Through any of our offices, bro- man's operation will be folded into workers compensation administra- & As',ociates Ltda and Power has acquized BSC Life Insurance
keis can now access virtually every Crump's Fairfield office toi Bierly & Associates has pui- Ltda have announced then inten- Co., d Dallas-based igioup hit? and
worldwide D&0 market and be as- Partners National Health chased Advanced Claims Tech- lion to merge Alexander & Alex- health insuiet
sured the submission will be han- Plans of Irving, Texas, has agreed nology of Redwood City, Calif ander lIne also will be a paitnel in Doranco Inc, .1 Mechaniobuig,
dled by real D&0 professionals," to acquire Network Health Plan, ACT is a woriers compensation the new entity The combined com- Pa -based company, h.is acquited
said David R Hoskins, piesident a Fairfax, Va -health maintenance self-insurance administrator that pany, Dased in Sao Paulo, will be Bholesale inuiance biokei Com-
and chief executive officer of organization, from National Hos- also handles rkti-ement and dis- known as MacFarlane Alexander monwealth Underwriting Ser-
Ci ump/H&W pital Health Systems Coip ability plans ACl will continue to Power Cori'etores de Seguros Ltda vices Inc in Mechanicsbuig I

Crump Senior Vp Earl Lanning
has been appointed to head the

special marketing unit based in
Memphis, Tenn

For more information contact

Mi Lanning at 5350 Poplar, Mem-
phis, Tenn 38119, 901-761-155()

Wyatt enters Japan f

The Wyatt Co has received ap-
proval from the Japanese Ministry
of Health and Welfaie to offei pen- /

sion actuarial consulting services
The ministry has instituted a

new licensing svstem that allows
independent consultants to pI ovide
actuarial consulting bervices to ./

.

member plans of the ministrv's em- '.,1·,, ·' A

ployee pension fund system, which
covers both Japanese and multina-
tional companies Previously, only CQI*olid@ted Statutory f,iQ#ngj#] informetion
lite insurance companies and trust rV for
banks could offer these services

According to Eili Mizutani, pres- 81,1 Insur#nge Compony ind
ident of The Wyatt Co KK, Wyatt Mt. Hawley InsurAnce CompBrly
is the only officially designated in-
ternational actuarial firm in -

Japan
STAFUTORY SURPLUS COMBAIYEP RATJO

Benefit consultant COQQ C.71ltiQdO

cipal nat T{verrnsrplorrm, F]a5tpe1& 1986 - *53,053 2 0 1986 - 84.1
Crosby in Los Angeles, has 1985 - $37.037 1985.- 99.7
launched his own employee benefit
consulting firm 57.. 1984- $14739 1984 =- 97.0 f

Specializing in life, health and \

disability insurance plans, Garner 1983  $22230 1983- 948 '3
Consulting will assist with plan 1982 = *11,004 , 1982 -=- 99«1

2 1'' .

design, financing, administration
and the selection of vendois . 5 VEAR

Mr Garner, who worked at COMBINED £410; = 82.9
TPF&C for more than 10 years, has , '+ 2%

15 years of experience in the em- i 1 982498@)
ployee benefit field

Garner Consulting can be con-
tacted at 510 S Marengo Ave , Pas-
adena, Calif 91101, 818-440-0969

ASSETS WSS RES.ERVES
. ' - (000 On*lte4) 4000 Onzll-e4)

New consultant 1986 - $15968 0986 - 444243

vp-risk management of Revco D S
Larry Bell, formerly assistant 11985 - 6110*993 1985 - $22.584

Inc in Twinsburg, Ohio, has 1984 - 6 44719 rl 984 - 4 9,150
formed his own risk management
consulting firm in Green Valley, U 1983 - 0 35*156 11983.=.4 4,985

.

Ariz : 1882 -0 36,171 -· , s 1982 - 4 4,455 f.Mr Bell will specialize in con- E'

sulting on alternative risk financ-

ing methods, including self-insur-
ance and captives Before joining Z

Revco, Mr Bell was a captive spe-
cialist for Johnson & Higgins

Arizona Risk Management Inc is
located at 1780 W Placita Del Ga-

tito, Green Valley, Ariz 85614,
602-625-8664

Name change
Classified Insurance Corp, a .

. . ..-« ........
San Francisco-based commercial

insurer, has changed ltS name to
American Star Insurance Co

Mergers/acquisitions
. 0.- . D

.
..

Zurich Insurance Group,
-

through its subsidiary Zurich Aus-
tralian Insurance Holding, has & D

0 ... .... 0 .

agreed to acquire National &
General Insurance, a Sydney, .

Australia-based property/casualty . ... C

insurer with a premium volume of
$56 million Australian ($404 mil- e- .

lion US)
The Crump Co of Connecti-

cut, a Fairfield, Conn -based bro-

ker and a subsidiary of Sedgwick
Gioup PLC of London, has ac-
quired Kaufman Insurance Ser-



AUVEHIBEMEAl

The benefits of
Today, hablilty Insurance wntten on a (An "occurrence" pohcy is one where the claims With coverage basec on the date

claims made coverage claims made tasis contmies to grow in Insurer is responsible for events that the claim is made, the question of when

in professional liability popdanty and use. One reason is that it occurred dunng the pollcy penod, regard- the occurrence took place becomes re!-
enables both the msurer and the nsured less of when the claim ts made ) The basic atively unimportant. The Insured kno-ws

Claims made Insurance is hardly a new to respond with some control to the cur- question to be answered to determme d that he wll] be covered on ali claims made
concept. It has been the basic form of rent habilny and economc dunates, and a claims made policy w111 cover is "When durmg poll:y penod He does not need to
coverage for many professionalhabllity to per.odically make adjustments m the was the claim first made against the be concerred with unknown claims rhat
hnes for over 30 years. Dunng dus penod coverage as requirec Insured'" may be m*le sometime m the future, or
it has proven its stability and has served Slmply defined a claims made policy.s Ths concept offers several advantages with the size of Judgments that may then
the professional msureds who have one where the msurer is responsible fcr and benefits to msureds, especially pro- prevall. A future claims made pollcy, wlth
benefited from its advantages exceed- claims first made against the Insdred dur- fessionals, directors and officers and proper hmits, will protect hlrn at that pomt
mgly well Ing the penod when the pollcy ts m force. others who are subject to "long tall" Lt me

Architects & Engineers
Professional Liability
Shand Morahan continues to be

one of the leading sources of qual-
tty liabillty protection for architeccs . 1-4/-. *

and engineers.
Since 1970 we have offered L

continuity of coverage m this m-
dustry which has been beset by
a decade and a half of escalattng

42 -

-

claims and compensatory Judg-
ments We continue to renew

.

coverage for our present chents, I. 7: I -sl
and we are also wnting new bust-
ness m this area Most favorable 44 «,1

nsks Include medium-size firms
I ' 4 9

architects, HVAC and civil engi- 4,:*; 4'.J.,h #' I

'f,1 :.SN: - 44 .A.-neers, landscape architects, land 41,4»04 F
...

surveyors, and Intenor designers
-

We are particularly Interested
20*,•- 5'If'*'

m firms with annual gross fees of
' b--:

. I E«# ,
*

$2 mlihon or less; firms with annual
gross fees or bamgs of up to $7.5 'frf'*,1
million may be considered. We are r. s 3·5% ..Z..ik n.

also wntlng a hmited number of 'fl
44„4

project policies.
*P" :

Coverage is written on a profes-
E ..

sional habihty claims made basis
D - 44 *

and chents are assured of our highly Keers*,«
respected, prompt claims service

- *Lu
/2 +

-t

Ir• * Z. Ya

along with the stabillty, continuity
and expertise that has kept us a
leader m Architects & Engineers
Liabillty Insurance for the past I

seventeen years

Insurance Agents &
Brokers Professional

Liability
Insurance professionals can look to
Shand Morahan for rehable habillty
protection as well Under our In-
surance Agents & Brokers policy
coverage is provided to the named
Insured while acting as an insur-
ance agent, broker, managing
general insurance agent, surplus
hne broker, excess line broker and
life Insurance agent

The policy covers acts, errors
or omissions m professional
services, including such related
activities as notanzing, mutual fund
sales, premium financing, msur-
ance consulting and advising, engl-
neenng, appraising, Incidental
claims adjusting and public rela- LI

tions activities Limits of habillty up
to $3 milhon are avallable Thls
coverage requires a minimum pre-
mium of $30,000 and a minimum

4' --
deductible of $30,000 Coverage is 1 d

on a claims made basis and pnor
acts coverage is available.

We are particularly Interested m
medium-size firms producing $10 .4. d
million to $100 million annually In
agency premium volume

d 8
1 lili 111 P

d , • f *4

Y
41

41

.
11



Facilities gain ground
in D&0 market: Survey

By ROBERT A. FINLAYSON

CHICAGO-Policyholder-owned
insurers now hold 27.4% of the pri-
mary market and 49.8% of the ex-
cess market for directors and offi-

cers liability coverage based on
premium volume, reports a survey
released by The Wyatt Co. today.

Wyatt's "Directors and Officers
& Fiduciary Liability Survey
1987" clearly reveals a dramatic

shift by U.S. corporations away
from traditional commercial D&0

insurers to policyholder-owned fa-
cilities.

However, by number of D&0 po-
licies written, traditional commer-
cial insurers still write the vast

majority: 94.4% of all primary po-

licies and 73.1% of all excess po-
licies, according to Wyatt.

New York-based American In-

ternational Group Inc. retains its
position as the largest writer of
D&0 insurance,. ranking first in
total premium volume and the per-

centage of policies written. AIG
writes 30.6% of the total D&O pre-
miums, according to the survey re-
sults gathered in late 1986 and

early 1987. AIG writes 41.1% of the
primary premium and 18.8% of the
excess premium volume. By num-
ber of policies, AIG writes 28.2% of

all the primary policies and 17.9%
of all excess policies.
· But, the survey shows that poli-

cyholder-owned Directors & Offi-
cers Liability Insurance Ltd. of
Bermuda now writes 16.6% of the

total U.S. D&0 premium volume-
making it the second-largest un-
derwriter of this coverage.

However, because DOLI writes a
small number of risks at high pre-
miums, it writes only 3.6% of po-
licies.

Chubb Group of Warren, N.J.,
through its Federal Insurance Co.
unit, dropped a notch to third in
terms of premium volume, writing
12% of the total U.S. D&0 premi-
ums. But the insurer drew close to

AIG in the number of D&0 policies
issued: 24.1% of all primary D&0
policies and 15.7% of all excess
D&0 policies written in the U.S.

Wyatt suggests that these figures
indicate that Chubb is handling a
larger portion of the small and me-
dium-sized D&0 accounts.

A.C.E. Insurance Co. Ltd. of Ber-

muda ranks fourth in premium vol-
ume with 8.8%, while tondon un-
derwriters rank fifth with 5.5%.

In terms of primary policies
written, Chicago-based CNA
Group ranks third behind Chubb
with 11.4% of the total, while Lon-
don underwriters rank fourth with

5.9% and New York-based Conti-

nental Corp. ranks fifth with 5.6%.
In the excess market, the survey

found that A.C.E. and AIG share

the top spot, each with 18.8% of the
premium volume. Chubb occupies
the third position with 12.7%, poli-
cyholder-owned Energy Insurance
Mutual of Barbados is fourth with

8.5%, and DOLI is fifth with 7.6%

of the total excess premium vol-
ume.

In terms of total premiums, EIM
ranks sixth with 4%; X.L. Insur-
ance Co. of Bermuda ranks seventh

with 3.3%; Continental ranks

eighth with 2.4%; CNA ranks ninth
with 2.3%; and policyholder-
owned Oil Casualty Insurance Co.
of Bermuda ranks 10th with 2%.

Ranking 11th through 15th are
St. Paul Surplus Lines Insurance
Co., a unit of St. Paul Fire & Ma-
rine Insurance Co., with 1.7% of
total premiums; Philadelphia-
based Insurance Co. of North

America, a CIGNA Corp. subsidi-
ary, 1.6%; policyholder-owned
Corporate Officers & Directors As-
surance Co., 1.2%; Crum & Forster
of Morristown, N.J., 1%; and West-

ern Employers Insurance Co. of

Santa Ana, Calif., 0.7%.
Policyholder-owned insurer

Bankers Insurance Co. Ltd. of Ber-

muda and the group of policy-
holder-owned insurers managed by
The Reiss Organization of New
York tie for the 16th spot in the
ranking. BICL and the Reiss group
each write 0.6% of total D&O pre-
mium volume.

Five insurers tie for the 18th po-
sition with 0.5% of total premiums:
Wausau Underwriters, which is no

longer active; Calvert Insurance
Co. of New York; Evanston Insur-

ance Co. of Evanston, Ill.; Old Re-
public Insurance Co. of Chicago;
and Associated International In-

surance Co. of Los Angeles.
Other, unnamed insurers wrote

2.6% of total premiums. I

.ruptcy ... bombing ... taxation ... legislation ... war risk ...
rage ... terrorism ... associations ... superbowl ... HMOs ... F

ical ... renewal ... retirement ... p(

insurlti/*.fritime ... nuclear ... 8
)litici i ease,/ I.. iwfal,rers ... civil justice .

1Yuoa uounty ... Ban;iruptcy ... bom

Need the facts fast?

Order Bl's

Editorial Index now!

Uncover the issues. Track the trends. Follow the changes
and developments in risk management, employee benefits
and the commercial insurance industry.

· all news reports and feature articles published
· indexed alphabetically, chronologically and geographically
· indexed by people, companies mentioned, and subjects
· continuous access--3 quarterly reports plus a cumulative

annual edition

Whatever your needs, interests or curiosities, Business
/nsurance provides a wealth of news and information. Let
Bl's Editorial Index take you there in seconds.

Account #

Exp. Date

Signature

Narne

Title

Company

Address

City
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blltinell Imaranee Editorial Index
220 East 42nd Street, New York, NY 10017

Please send me the following Index(es):
Annual Index (hardcover) $150* each:

0 1981 0 19820 1984 0 1985

Annual Index (softcover) $100*: 01986
Full Index Service at $100*: 01987

'Foreign Postage Additional
PAYMENT MUST ACCOMPANY ORDER

o Visa ¤ Mastercard o Check Enclosed

Phone Number

MEMO CleASS

10: ClajxnE; Dep0sent

When lawsuits get out of hand, everybody loses.

Evdn the best managed claims departments can
and do become embroiled in endless litigation that
wastes time, money and business energy. Often
over the smallest of disputes.
There is an alternative.

Across the country large corporations, major
insurance companies, small businesses. leading law
firms and individuals are resolving disputes before

For information contact
William MacQueen. Vice President
National Administrative Offices
1608 Walnut Street

Philadelphia, PA 19103-5406
1-800-631-9900

State Zip

they become litigation nightmares Theyare turning
to JUDICATE. the National Private Court System.

JUDICATE helps manage legal costs by providing
predictable, speedy and cost efficient dispute end-
ing services. Arbitrations and mediations are con-
ducted by a growing panel of over 300 former state
and federal judges throughout the United States.

Think about what litigation costs you. Then consider
the proven alternative, JUDICATE

\j JUDICATE
THE NATIONAL PRIVATE COURT SYSTEM

El 7/6
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British brokers after trading res-imed to 4 08 pounds ($6 52) per share from Faber board to elect the next chairman
437 pounds (4699) per share, which drops the value of Roger Elliott, a current Willis Faber directoi, will become a

Continued from page 3 the acquisition to 282 7 million pour.ds ($452 3 million) deputy chairman when Mi Bowes ietires at year end
pounds ($251 7 million), uo 21% fiom 140 3 million pounds According to London newspaper reports, an investigation Foul other inside members of the Stewart Wilghtson board
($2035 million based on year-end 1985 exchange ratest M is likely into possible insidel trading of Stewart Wrightson and one outside Stewait Wrightson directol will join the
1985 Pretax iperating Frifits totaled 74 8 milli in pounds stock a week before the acquisition was announced Stewart Willis Faber board
($110 9 million) in 1986, up 16 7% from 64 1 million pounds Wrightson's stock price had climbed to 5 Noinds ($8) per Willis Fabe and Stewart Wrightson had been discussing a
($92 9 million) share when tracing was suspended, up from 443 pounds merger on and off since the late 1970s, said Mi Palmet

Stewart Wrightson's gross revenues increased 11 6% in ($7 09) per shaie one week before the announcement The talks began seriously this spring, but they were "ter-
1966 to 95 1 million ($141 million) from 85 2 million pounds Both companies sa> they will cooperate in an 1 probe minated" by Stewart Wrightson, said Mr Rowland Stewart
($123 5 million) the prenous vear Pretax profits rose 15% The L: ndon Stoc< Exchange would not comment on Wrightson I eturned to the table only a few weeks ago
last year to 215 million pounds ($31 9 million) from 18 7 whether :here 13 an investigation However, an exchange Willis Faber has been planning for some time to become
million pounds ($27 2 milli)n) m 1985 spokeswoman said she investigation may not affect the one of the five largest brokers in the world lather than a

The acquisition is a "quantum leap" for Willis Faber, said meiger medium-sized broker, erplained Mr Palmer ' We took the
Mr Palmer "It lS the most exciting merger (in the UK)fora The acquisition w.11 be the second most e,pensive bro- decision to be a major broker in that league That meant
long time " kerage acquisition in history, following the $640 million pur- an acquisition of some substance," he said

"We are ex-remely excited In what we hope to achle,e," chase of Fred S James & Co Inc bv Sedgwick Group PLC Wlills Faber and Johnson & Higgins also have discussed
added Stewar: Wrightson Chairman David Rowlanc in 1985 out ahead of the $345 million acquisition of Reed the possibility of a meiget ovet the years, MI Hatchei ad-

The combination will provide Willis Faber with a powerful Stenhouse Cos Ltd by Alexander & Alexander Services Inc mitted But he pointed out that the styles of the two broker-
team of brokers in Britain, particularly in the aviation, rein- that same year (BI, April 8, 1985) ages-one publicly and one ptivately owned-are diffetent
surance and British retail insurance markets Under :he terms of the acquisition, the merged company "Our style is to be a piivately held company, rightly 01

Brokers and underwrrers in the London market belieze will be called Billis Faber PLC The nan* of the merged wrongly," said Mr Hatcher To merge with Willis Fabei,we
there may be "bloodletting" as some employees defect to company's British re:ail brokerage will be changed to Willis would have had to change the lifeblood of our corporate sys-
other brokers from the mergec company, particularly in the Faber Wrightson Ltd from Willis Faber & Dumas Ltd tem which may be tax-disadvantageous "

aviation department Stewan Smitt wil. keep its name in the Umted States It Howevei, he did not rule out the possibility of new melgel
However, Mr Palmer hooes :he merger can oe managed so has not yet beer decided whether :wo Willis Faber surplus talks with Willis Faber in the future

there is "no fallout," though he admits the corr pan> may lose hnes brokerage subsidiaries in the United States-Global In the meantime, Johnson & Higgins will continue to tap
some employees and may have to lay off a few others Special Risks Iste and McAlear Associates Inc -will be Willis Faber as its main London wholesale broket foi U S

Under the terms of the merger, which were approved by incorporated under t -le Stewart Smith bannei business but also will use its newly acquited London-based
bo:h compan_es' boards last week, Willis Faber Nill c ffer Mr Palmer, 60, wi lbecome chairman of the meiged com- broket-Johnson & Higgins Ltd , formelly Carter, Bilto e
three Willis Faber shares for every two Steuart Wrighiscn panies, t -lough he said it iS "probable" he will retire by Cunha Ltd -to place reinsurance foI non-North Ametica
shares Basea on the share prices contalnec in the offer, the end of the >ear AIr Rowland, a member cf the Council of ceding companies, said Mt Hatchet (BI, June 22, May 25)
which are the prices on June 26 when trading in both stocks Lloyd's of Londin, will Join the W_llis Faber board as Joint The acquisition of Stewait Wrightson marks only the third
was suspended on the Londor Stock Exchange Fendlng the deputy chairman alcngside current Deputy Chairman Dick maJor merger by Willis Faber in 88 years, according to MI
merger announcement, the transaction is valued a- 302 6 mil- Bowes Palmer The others occurred in 1898 when Henry Willis & Co
lion pounds ($484 2 million) Mr Rowland could succeed Mr Palmer when Mr Palmet merged with Faber Brothers to form Willis Fabet Co, and in

However, Willis Faber's share price dropped _ast week Ietires, though Mr Rowland said 13 Will be -ip to the Willis 1929 when Willis Faber merged with Dumas & Wylie

Defined contribution plans
Continued from page 3 The most common company 86% in 1977 surveyed in 1986 had no age or ser- over one-half of the plans" will
ticipants, with an average of match amcng the surveyed plans is Some 44% of the plans in :he vice requiIement for participation, meet the more rapid vesting re-
15,000 participants Plan assets 50 cents for each dollar Contri- 1986 survey give workers a say in compared with 9% in 1977 And, quirement contained in the Tax
ranged from $500,000 to $3 2 buted by the emp_ohee This mater how all contributions ate invested, 73% had only a service require- Reform Act of 1986 aftei Dec 31,
billion, with an average of $240 was reported by 48% of the plans up from 31% in 1977 50% of the ment in 1986, compared with 64% 1988 Under that law, employers
million in 1986, comparec with 46% ir plans surveyed last year offer m- in 1977 must offer elthet 100% vesting

According to the survey, 89% of 1977 (see chart) vestmeit options for employee The most common length-of-ser- after five years' service or a gra-
the plans haue a 401(k) prov_mon, Althousn this median match l. cortributions only, down from 54% vice Iequirement was one year, ie- duated seven-year vesting schedule
allowing employees to make con- virtual-y tnchangec from 1977 t. in the Flor survey, and 2% of the quired by 52% of the plans sur- (20% vesting after thiee years ser-
tributions on a pretax basis 1986, the survey authors note plans sarveyed last year allowed veyed in 1986, up from 45% of vices, plus 20% for each year there-
Twenty percent of the p_ans only there lS "a slight trend from the workers to select investment op- those surveyed in 1977 Thirteen after)
allow pretax contributicns, and an 1977 s:udy to the 1986 study to- tions for company contributions percent of the plans in 1986 had Considerably fewer of the plans
additional 21% require that em- ward higher basic company match- only, ug from 1% in 1977 service requirements of less than allow for a scheduled, periodic dis-
ployees make a minim.lm pretax ing contrlkution rates " "The investment provisions of one yeai, compared with 14% in bursement of funds to employees
contribution before macing any For examole, in the 1986 study definec contribution plans con- 1977 And, 8% had service require- while they are working Only 1 1%
contributions on an aftertax basis only 15% 03 the plans reported : tin_le to be liberalized," the au- ments of two to three years in 1986, of the plans allowed foi such in-

The most common maximum em- match of less than 50%, compared thors say "There is a trend toward compared with 5% in 1977 service disbursement in 1986, com-
ployee contiibution that a com- with 23% 1n the 1977 study And. allowing more direction from the In 1986 and in 1977, 1% of the pared with 28% in 1977
pany will match is 6% of compen- in 1986, 24% reported a match of emoloyee to allocate his own and/ plans had only age requirements But, the survey authors note,
sa tion, used by 49% of the plans mole than 50%, compared with or the company's cinhibut cn for participation "This relatively low and declining
However, 91% of the savings plans only 2C% in 1977 among the plans' Investment Only 13% of the plans in 1986 rate is probably due to the increas-
allow employees to make addi- And the authors note, "The fur-ds " had age and service requirements, ingly liberal provisions for volun-
tional contributions thai are not plan's company matching contri- The most common number of in- compared with 26% in 1977 tary withdrawals and also the in-
matched by the company bution is an imporiant factor de- ve.tme'lt options remains thi ee, Vesting requirements also have creasing incidence of hardship

This represents a signiricant in- termining -he acceptance of the offered by 38% of the plans in the eased in the last decade, accord- withdrawal and loan provisions "
crease from a previous Bankers plan bv el.gible employees " Those 1986 survey and 45% in 1977 ing to the survey In the 1986 sur- Some 86% of the plans in 1986
Trust survey, conducted in 1977, plans with a matching contribL- The sirvey also showed a liberal- vey, 25% of the plans allowed for allowed employees to make discre-
when 54% of the plans allowed tion of 10[% have participation ization of participation and vest- Immediate full vesting, compared tionary in-seivice withdrawals or
such additional contribLt_ons rates of 84% of employees, com- mi requirements since the previ- with only 12% in 1977 hardship withdrawals, and 43% in-

The vast majority of itose com- pared with 79% at those companies ous surey, conducted in 1977 Forty-four percent of the 1986 cluded a loan provision However,
panies with 401(k) plars imple- that match at a rate between 50% At 6-'% of the companies, vir- plans-and 48% of the plans in the Tax Reform Act of 1986, which
mented them during the mid- and 100% tually all employees are eligible to 1977-had membership vesting, in generally 161poses a 10% excise tar
1980s Some 31% were added in Employees also are being at- participate in thesavings plan The which the employee vests in em- on the taxable portion of pie-re-
1983,37% m 1984 and 220 1 1985 low/ed more freedom ir. deciding remaining 33% of the companies ployer contributions after a set pe- tiiement distributions, may have
In contrast, only 1% of the 401(k) how to invest the money in their limit plan participation to salaried riod of participation in the plan an adverse effect on such with-
plans were implemented in 1986 company-sponsored savings plans, or non-bargaining employees or service with the company drawals

In 87% of the plans civered in the survey shows 'Serrice-only pronsions con- Class system vesting-in which Finally, 88% of the plans in the
the survey, the amount of the com- Ninety-six per:zent of the plans tinue te be very common and grow plan members are vested in com- 1986 study and 79% in the 1977
pany's contribution is determined surveyed n 1986 allow employees in prevalence," the sirvey authors pany contributions at a set time study permit options othei than
by the amount of the employee's some cho ce ovei how contribu- say after the contribution lS made- lump-sum distributions when an
contribution tions are r.vested, compared with ror example, 13% of the plans was incorporated in 31% of the employee's service telminates

plans in 1986, down from 40% of For example, 61% of the plans in
the plans In 1977 1986 and 58% in 1977 allow distil-

And, according to the survey au- button in installments ovel a spe-
thors, 'All the plans in the (1986) cified period of time An annuity
study fully vest the employee's contIact is an option in 36% of the
total account upon his death, re- 1986 plans, down from 6 1 rk of the

.----"-'E I tirement or permanent disability " 1977 plans,v.**»,ann¥n=ni,n,=17nII=lI¥T Employeels also are vesting mole And, 56% of the 1986 plans allow
quickly, the survey shows the new option of a deferrable

For erample, 37% of the plans in lump sum, in which the employee
I . the 1986 survey using membership can defer distribution until a spe-

1.1 'lll,11 1.1 M R

vesting have vesting requirements cified date
of less than five years, compared These options other than lump-

... D with only 14% of the plans in the sum distribution ate impoitant be-
1977 study Anothei 37% of the cause, as the authois note, ' the
plans surveyed last year requiied Tax Reform Act of 1986 repealsBusiness Insurance gives you total news cove:age o loss

name (Tlease irint) five years of service for full vest- the lavoiable ta, tieatment onprevertion, risk financing and benefit management. Every
ing, compared with 52% in 1977, lump-sum distributions "week Annual subscrntion (52 issues) in U S dollars

title telephone 12% of the plans in 1986 required(Check here) Surface Mail By Air
six to nine years of service, down Copies of the survev, "CorpoiateUSA 0 $68 3 $116

Canada 0 $84 0$116 comcany from 19%, and 7% in 1986 required Defined Contitbutzon Plans A
Bermuda (air only) El$115 10 years of service, down from 9% Changing Enutionment," are avail-
British Isles 0 $115 or £82 nature of business and 1977 able at a cost of $200 each TheEurope/Middle East 0 $115

In addition, 7% of the plans sur- survey also tneludes summaneg ofAll other foreign Rates on request
0 business or 0 home address

[l new subscription. 0 renewal 0 payment enclcsed veyed in 1986 required 11 to 14 the mdividual plans studied To
years of service befote full vesting, order, contact Sook-Kuen Chang,O billme O bill ccirpan)

city state/country zip/postal code while 7% of the plans in 1977 re- Bankers Trust Co, Eighth Floor-0 Please send mformatior on your special 20%-off group 0 1 prefer not tc receive trformationoradvertising by mail
rate for five or more subscriptions quired 15 years of service West Wing, 280 Park Ave, Newfr,m companies not alifiated with Crain Communications

Ma,1 to. Business Insurance, Circulation Dept., 965 E. Jefferson Ave. Detroit, MI 48207 IBCB7 The survey notes that "slightly York, N Y 10015



D&0 survey
Continued from page 1
market," Mr. Brockmeier says.

But, the survey shows that while
the cost of primary coverage seems
to be stabilizing, the recent forma-
tic,n of several buyer-owned insur-
ance facilities appears to be ex-
erting some downward pressure on
the price of excess D&0 coverage.

According to the survey, the av-
erage cost of settling a D&0 claim,
including defense costs, jumped
147% in the past two years, up to a
staggering $2.57 million in 1986
from $1.04 million in 1984 (BI, Jan.
21,1985).

Further, the survey notes that
while claim frequency continues to
show a strong correlation with cor-
porate size, claim severity appears
to plateau beginning with corpora-
tions with $25 million in assets.

"This would seem to suggest that
mid-sized corporations may have a
need for policy limits of somewhat
equal magnitude to those of giant
multibillion-dollar companies,"
the study concluded.

For the survey, Wyatt gathered
data from 1,047 organizations: 895
U.S. and 152 Canadian concerns.

The survey group included 65
health care organizations and 44
educational institutions, and the
remaining respondents were vari-
ous types of business organiza-
tions.

Survey respondents included
28% of 'the Fortune 1,000 com-
panies, and respondents represent
47 states, the District of Columbia
and all 10 Canadian provinces.

Manufacturing firms dominated
the survey group, with 325 partici-
pating in the survey, followed by
banking and financial institutions
with 112.

Among those companies that did
not buy D&0 insurance, the survey
found a dramatic increase in the

number of companies that did not
buy the coverage because they
were unable to obtain it. That per-
centage rose to 3.3% of respondents
in 1987 from 0.5% of survey re-
spondents in 1984.

There was a comparable increase
in the number of survey respon-
dents that did not buy D&0 insur-
ance because they considered the
cost too high or the coverage too
limited.

In 1984, only 1.7% of the survey
participants did not buy D&0 cov-
erage because of its cost or limita-
tions. But, by 1987, that figure
jumped to 9.5% of the survey re-
spondents.

The survey found that during the
period from July 1, 1985, to Dec.
31, 1986, the overall premium for
D&0 insurance increased in excess

of 100% for 65% of the survey par-
ticipants. The study also found
that 54% of the participants were
hit with a premium increase in ex-
cess of 200%, 33% experienced a
500% hike in rates, and 20% were
socked with a premium increase in
excess of 1,000%.

The cost of excess D&0 coverage
rose even more severely, the study
says. A company is now likely to
pay 18 times as much for 60% of
the excess D&0 coverage it had
in prior years.

For example, in 1984, the aver-
age premium per million dollars of
coverage for excess coverage at-
taching over a $10 million primary
layer was $948. In 1987, that pre-
mium jumped to $28,689 per $1
million, an increase of 2,927%.

Mr. Brockmeier points out that
excess D&0 coverage may have
been even more underpriced than
primary D&0 coverage.

However, Wyatt says there ap-
pears to be some easing of the cost
of excess D&0 insurance and that
the formation of buyer-owned
D&0 insurers may be responsible
for the downward pressure on
these premiums.

By quarter, the study found that
the cost per $1 million of excess
D&O coverage above a $10 million
primary layer peaked at $37,913

per $1 million in the fourth quarter
of 1985, but dropped to $20,518 per
$ 1 million of excess coverage for
policies issued in the fourth quar-
ter of 1986.

The most prominent of the alter-
native D&0 liability insurance
markets are Cayman Islands-based
A.C.E. Insurance Co. Ltd.; Ber-
muda-based Bankers Insurance Co.

Ltd.; Corporate Officers & Direc-
tors Assurance Co., which is un-
derwritten by A.C.E.; Bermuda-
based Directors & Officers Liabil-

ity Insurance Ltd.:
Barbados-based Energy Insurance
Mutual; and Bermuda-based X.L.
Insurance Co. Ltd., according to
Wyatt. Combined, those markets
write more than 25% of all of the

respondents' D&0 policies, the
survey notes.

The survey points out that the
tight market also significantly re-
duced the amount of limits avail-
able in the market.

In 1984, the highest D&0 limit
Continued on next page

NEW YORK:

220 EAST 42ND STREET/NY 10017/(212) 210-0133
CHICAGO:

740 RUSH STREET/IL 60611/(312) 649-5276
LOS ANGELES:

6404 WILSHIRE BOULEVARD/CA 90048/(213) 651-3710

A.

.business
msurance

EBC Awards

Update

Profiles of award win-
ning programs from BI's
annual Employee Bene-
fits Communications

Competition.

publishing: August 3
ad closing: July 22



QU / UUJUU:'66 WUU/Unte, JUly' 0, 130 1

D&0 survey panies' D&0 policy limits declined pants were either unaware of what for directors, or the deductible ap- The survey also projects

to $6 5 million in 1987 from $11 1 their policy provided, didn't un- plicable to the liability of each • Appioximately 10% of all

Continued from prewous page million in 1984 deIstand the question or chose to director or officer, Jumped on avei- D&0 claims will involve an award

reported by a survey participant Wyatt said this reduction may ignore it," the survey notes age about 44% to $7,292 in 1987, 01 settlement in ercess of $1 mil-
was $215 million, while in 1987 the stem from a combination of :he "If one interprets the percentage from $5076 in 1984 And, the in- lion, while about 2 6% will be in
highest reported limit was $141 substantial increase in minimum giving some response to the ques- crease in the aggregate maximum excess of $10 million
million, a 344% decrease premiums needed to access the ex- tion as a 'sophistication index,' it on personal coverage deductibles • Legal costs associated with

But Wyatt notes that the reduc- cess market, the lack of access to would appear that banks, utilities, per claim or series of connected D&0 claims continue to climb at a
tion in available policy limits has buyer-formed alternative insurers, professional service firms and claims was up 196% to $37,766 in rate estimated at between 10% and
been "to the degree which might and a perception of a reduced need those in the communications and 1987 from $12,747 in 1984 14% per year, with the aveiage de-

have been anticipated " for D&0 coverage oil industries are most aware of Wyatt says increases in personal fense cost for closed claims le-

In addition, the survey reports, In charting the tightening of the what their policies provide," the coverage deductibles for directors ported ln 1986 about $338,000,
the average policy limit carried by D&0 insurance market over :he report concludes were running in the 100% range compared with $250,000 in 1984

U S companies with assets in ex- past two years, the survey shows The survey also found that the throughout 1985 and the first two • The average ultimate defense

cess of $2 billion dropped to $41 3 that by the first quarter of 1985, amount of time allowed under ex- quarters of 1986 But pressure to cost, considering open claims, was
million in 1987, from $486 mil- about 53% of renewals were for re- tended discovery options continues increase personal coverage deduct- $592,000 in 1986, up 28 4% from
lion in 1984, a decrease of $7 3 duced primary limits, and the av- to decline "A full year as an ex- ibles peaked in the third quarter of $461,000 in 1984
million, or 17 7% But the D&0 erage reduction was 25% tended discovery peiiod was gen- 1985 and that pressure became al- • One out of every five Foitune

limits that companies carried in The market reached its most erally available for the asking dur- most non-existent in the fourth 1,000 companies will be hit with a
1987 are still 23 79-or $79 mil- constricted point in the last quar- ing the soft market of the early quarter of 1986 D&0 claim in 1987

lion-more than the $33 4 million ter of 1985 and the first quarter of 19805," the survey notes Wyatt found that while the tight • Shaieholder actions continued

in limits they had in 1982 1986, when 67% of all renewals But in 1987, only 42% of respon- market of 1985 and 1986 drove the to be the largest source of D&0
However, Wyatt found that cor- were for reduced primary policy dents said they had a full year to price of D&0 coverage up dramati- claims, but Wyatt said claims by

porations with between $25 million limits, with the average reduction report claims, compared with cally, most organizations continue employees and customers are in-
and $100 million in assets have being about 50% about 57% of respondents in 1984 to carry the coverage creasing at a fastei rate

limits that are 41 7% lower than But by the last quarter of 1986, reporting a full year discovery pe- Of the large, publicly held com- For example, Wyatt said finan-

they were in 1984 Those com- the situation had stabilized, with rlod under their D&0 policies panies participating in the survey, cial institutions are experiencing a
only 30% of renewals involving a Of the remaining 1987 survey re- 96 8% said they still buy D&0 in- sharp growth in claims frequency

 Ieduction in primary limits And spondents, 41% reported they have surance, only 13% less than 981% that can be attributed to actions
this reduction was offset by an in- a 90-day discovery period, and 15% in 1984 taken by customers

1 MULTI.MARKETS I crease in policy limits on 24% of repoited a discovery period of Howevei, the percentage of • Closely held companies have

1 PHYSICAL DAMAGE I the renewals in that quarter fewer than 90 days About 9% re- small, closely held companies with about 72% more claims than their

CARGO strictions also have been added to than 30 days 64 3% in 1984 to 42 4% in 1987 • Some 136 of the 232 closed

GROUP

Wyatt notes that a variety of re- ported a discovery period of fewer D&0 insurance dropped from publicly held counterparts

D&0 policies since 1984, with the In addition to tightening policy And, among all U S coipoia- claims reported by respondents, or
I elimination of coverage for outside conditions, D&O underwriters also tions with assets of less than $10 58 6%, were closed with no pay-

Call directors the most widespread have dramatically incIeased de- million, the percentage with D&0 ment to the claimant This repre-
Of those organizations in the ductibles and letentions, according coverage plummeted to 29% in sents a slight inciease fiom the

Richard D Slautterback

Chairman

Telex 80-4319 1
survey, 30% reported no coverage to the survey 1987 from 70% in 1984 1984 urvey, in which 141 of the

for outside directors, 41% said they The average corporate ieim- Wyatt warns, as in its previous 247 closed claims, oi 57 1%, were
had blanket coverage and 29% said bursement deductibles skyrocketed D&0 studies, that the loss data closed without payment to the
they had coverage specifically for 1,326% over the past three yeais, to presented in the repott may be un- claimant

1 outside directors $736,290 in 1987 from $51,646 in derstated because of the reluctance .

....=A.T..F.R.QM... Of those companies that reported 1984 The increases in corporate of companies with very large Copies of "Directors and Off:ces &

rl Amentnow<,*,ops,,
an unresolved problem in obtain- reimbursement deductibles was claims to piovicle information Fiduciary Liability Survey-1987"

CS Underm*ed k 6 ing D&0 coverage, 28% said they partly due to pressure exerted on about those claims Wyatt notes by The Wyatt Co are available for
I lost board members as a result policyholders by underwriters and that lt lS aware of nine D&0 claims $400 ($500 Canadian) from ECS

 PO Box 105257 Atlanta, GA 30348 Interestingly, 24% of the survey partly voluntary by corporations that involved awards or settle- Inc, c/o Risk Management Ser-
participants did not respond entering into buyer-owned alter- ments in excess of $20 million and vices, The Wyatt Co , 233 S

whether they had D&0 coverage native D&0 insurance facilities, that none of the companies in- Wacker Drive, Suite 5600, Chicago,

for outside directors "That seems Wyatt said volved in these claims participated Ill 60606 New Jersey residents
© American Owner Operator Association, Inc ® to indicate that 24% of the partici- Personal coverage deductibles in the study should add 6% sales tar

All Rights Reserved

In Focus
Fiduciary liability premiums soar

By ROBERT A. FINLAYSON suffered the greatest decline in limits On average, U S
organizations with more than $2 billion in assets saw

CHICAGO-Premiums for primary fiduciary liabil- their limits drop 27 8% to $17 4 million in 1987 from
ity coverage shot up 264% between 1984 and 1987, $24 1 million in 1984
while claim frequency rose only 7%, according to The The second most severe drop in limits was experi-

Los Angeles Overview
Wyatt Co 's "Directors and Officers & Fiduciary Lia- enced by organizations with assets between $25 mil-
bility Survey 1987 " lion and $100 million Then limits diopped an aveiage

The survey also found that piemiums for excess fidu- of 21 7% to $3 6 million in 1987 fiom $4 6 million in
How does a wholesale brokerage ciary liability coverage increased about 587% between 1984 The percentage of companies carrying limits ot

firm, well-known and respected 1984 and 1987 $10 million or more held steady between 1984 and 1987

And, insurance buyers are obtaining lower limits at 48%, but the percentage of companies with limits offD for providing a highly personal- and being hit with higher deductibles foi the coverage, $25 million or moie declined from 1 7% of those sur-
ized and dedicated approach to which protects corporations and their directors veyed to 12% The percentage of SUIVey respondents

business, succeed in importing its against claims stemming from employee benefit plans with limits of $50 million or more diopped fiom 5% to
The increased cost of fiduciary insurance does not 2%

-i .... business style to branch offices? reflect loss experience, but rather fewer markets "and In 1987, only one respondent reported limits of $100
 Sherwood Insurance Services, the unwillingness of underwriters to risk theit capac- million and no respondent ieported policy limits of

1 founded in San Francisco in 1978, ity for anything less than a stipulated premium, even more than $100 million This contiasts shaiply with
on very remote risks," Wyatt says the 1984 survey, in which four companies lepOIted

Dave Hartoch achieved this with its Los Angeles
Sr. V.P./Branch Manager The consultant notes that limits in excess of $100 million and nine reported

office, which opened in 1984. • The 0 087 frequency of fiduciary claims is 9 6% of limits equal to $100 million

"Finding the right people in Los Angeles was the 0 908 D&O claim frequency While plemiums lose substantially and policy limits
• Average fiduciary defense costs of $38,590 for declined, the number of coiporations cairying some

the key," revealed Don Sherwood, president "Estab- closed claims are 11 4% of the average cost of $338,324 form of fiduciary liability coverage increased to 79 3%
lishmg our reputation solely on the quality of service for D&0 liability closed claims, while the ultimate av- in 1987, compared with 78 8% in 1984

means that our people, no matter where they are, must erage of fiduciary defense costs are $105,756, or 17 9% Fuither, the survey found that more than 90% of all

believe and implement our high standards."
of the average ultimate defense costs of $592,000 D&O U S coiporations with more than $50 million in bene-
liability claims fit plan assets or more than 5,000 employees buy fidu-

The "right staff with the right stuff" is headed Noteworthy, the ultimate average expected defense ciaty liability insurance

by Dave Hartoch, Senior Vice President and branch costs for settled and closed fiduciary liability claims A sepaate fiduciary liability policy was the most
declined 9 5% over the past two years from $116,838 in popular way of insuring this risk, with 60 6% of the

manager. "We really believe that as long as we give 1984 to $105,756 in 1986 suivey Iespondents buying a separate policy in 1987,
good service, without regard to commissions earned, • Fiduciary demands and awards on average are up from 56% in 1984 Meanwhile, the percentage of

our customers will be satisfied and the business will substantially lower than D&0 liability demands and companies with this coveiage as an endorsement to a
awards For example, 28% of the fiduciary liability D&O policy declined to 12 4% in 1987 from 17 8% in

grow," stated Hartoch. In the first six months of busi- claims demanded in excess of $1 million, while 61% of 1984

ness, the LA branch pulled in $6 million m premium; the D&0 claims demanded that amount Examining the claims data compiled foi the survey,

it finished 1986 with $40 million. Based on this data, Wyatt concludes that early fears Wyatt found

Now the West's leading E&S lines broker has
that the Employee Retirement Income Security Act • An increase of 2% from 1984 to 1987 in claims

would impose huge monetary burdens on the U S susceptibility
taken its definition of professionalism and implemented business community are "not coming to realization " • While there was only a 7% increase in claim fre-

it m a Chicago office serving the entire Midwest. The survey found that while prices foi fiduciary lia- quency on average, claim fiequency nearly doubled foi
bility coverage rose substantially, fewer companies plans covering between 10,000 and 25,000 employees
have first dollar coverage now Nearly 41% of those • The increase in fiduciary claims is less than half

participating in the survey reported having first-dollar the estimated 15% to 20% increase in D&O liability
coverage, a decrease of 26 8% since 1984, when 56% of claim frequency
the survey respondents reported first-dollar coverage • Past or present employees or their families con-

The survey also found that the percentage of partici- tinue to be the majoi source of fiduciary claims This
pants with deductibles over $100,000 rose from 1% in group accounts for 86% of the claims brought in 1987

201 California St , Suite 900·San Francisco CA 94111 •(415)956-3236•Telex 171719•SHERINSUR SFO 1984 to 4% in 1987 • Denial of benefits continues to be the major alle-

3435 Wilshin Blvd Suite 2930•Los Angele CA 90010•(213) 487-3260•Telex 71275568•SILAUR Fiduciary liability insurance limits declined an aver- gation in fiduciary claims But the allegation is now
10 50 Rivers,de Plaza. #1610•Chicago, IL 60606•(312)648 0700•Telex 282-113•SHERINSUR CGO age of 15% between 1984 and 1987 cited in fewer than 50% of all cases, compared with

The largest companies participating in the survey 66 7% in 1984



France's AGF buys 2 Sentry companies
British insurance companies from

, PARIS-The second-largest in-
surer in France has purchased two

injury at the time they were pro- ward from the consumers' point ofworldwide duced, and decide whether to in- view
clude agricultural products under BEUC iS calling on the Council

The Sentry Corp of Wisconsin for the legislation of Minister to look into this prob-
an undisclosed sum companies involved protection if European Community The BEUC now fears that mem- lem soon

Assurances Generales de France The company at the head of the states adopt three options allowed ber states will apply these options,
has acquired Sentry (U K ) Insur- consortium seeking export credit under the EC's product hability di- particularly the state-of-the-art
ance Co, which writes auto and insurance would make an applica- rective Mergers/acquisitionsdefense, "fully giving in to 1ndus-
personal lines insurance, and City tion to SEACE, which would de- The EC directive, adopted in July try lobbying " The AEGON Insurance Group
of Weitminster, which writes life cide on extending the coverage 1985, enforces strict liability on So far, only Great Britain has of the Netherlands is negotiating to
insurance within a 10-day time limit manufacturers for their products passed legislation under the Con- acquire Spanish insurance com-

AGF, which already writes ma- SEACE also will decide how the and must be implemented in each sumer Protection Act that permits pany Union Previsors S.A., a Ma-
rine, aviation and non-marine in- risk will be distributed between member state under national legis- the state of the art defense, while drid-based property/casualty in-
surance in the London market, will the different national export credit lation the Netherlands and Denmark surer with annual premiums of
have a combined gross premium organizations The directive, however, allows have legislation in the pipeline about $50 million AEGON's an- '
volume in Britain of about 100 Approval of SEACE could take three options that weaken protec- Britain's law and the other draft nual premiums total approxi-
million pounds ($160 million), of up to a year tion to consumers, according to the laws "confirm our fears, while pre- mately $100 million
which 60% will come from the two BEUC The member state can limit paratory discussions in other mem-
new acquisitions, said AGF EC product liability 'a manufacturer's total liability, in- ber states give rise to the same Contnbuting to this column were

AGF, which wrote $3 7 billion troduce a "state-of-the-art risk de- concern " Business Insurance Internatzonal

in gross premiums last year, will BRUSSELS, Belgium-BEUC, fense," whereby a manufacturer The BEUC also goes so far as to Edztor Stacy Shapzro m London
soon be sold by the French govern- the European consumers union, can claim that products of similar say that the implementation of the and correspondent Denise Clave-
ment to the public under a pnvati- fears that consumers will have less nature were not known to cause EC directive may be a step back- loux m Brussels, Belgmm
zation plan

The French insurer writes 52%

life insurance and 48% non-life in-

surance, holding 85% of the total
French insurance market, accord-
ing to an AGF announcement

Outside France, AGF's gross FOR 23 MLION AMERICANS,
written premiums last year
reached $518 million and were
written mainly in Spain, Brazil,
Belgium and Germany THIS IS PURE NONSENSE:

AGF now employs more than
12,000 people in France and oper-
ates in more than 40 countries

'0

AGF was first registered in Lon-
don in 1951 Last year, the in- ThaCs right ... 23 million
surer's gross premiums written in :,

the London market reached 43 8 Americans can't read an
million pounds ($64 8 million at
year-end exchange rates)

"Clearly, London is a most im-
.

insurance policy They re
functionalbr illiterate, with

portant center for the insurance
world and AGF IS pleased to have basic skills at or below the
this opportunity to acquire a group
which so effectively complements « 14610 %<1.6 4th grade level. No kidding.
our current activities here," said /90_,0, Fle talking about adults.
Jean-Pierre Paumier, AGF's prin-

40

cipal U K executive I

-1- ''. A.- 8 3

"This operation is a significant
A \

f
2i:

step m the International develop-
ment of Assurances Generales de t.,

France "

lhesevAinlrics,.04**iLfiSM who*s-to: bianie?
EC export credit 4421 4\h .i,4 6 ,SY / ' . A: %

news«per. -] V 0, .'.

BRUSSELS, Belgium-Com-
panies in Europe may soon find it T4{»'tr641 tht#Oigns,a* f%Eh«: sthooll?i*ents? Society?It re44fdde#n'f matter, because
easier to buy export credit insur- Theyfegih'i-iid,product**fhilik' it's>to«latelfo place the blame forance if the 12 member states of the

European Community adopt a pro- labels.MtichildiS'lili-iI&i*iic@:'posal to set up an export credit in- «<ttagddy.*IEs time t6.do some-
surance system policy, a 314im {*rpi.6fafidriikumpitl.nfbout*Itdtime we startedThe proposal would establish an
agency called System Europeen statement.\,01/'' -1 - -,\ ,*>1-yj Si4*orl,;*,-*-the solution.d'Assurance-Credit a l'Exporta-
tion (SEACE), which would write \ i. ¢0,
insurance coverage on export con- They cant wi,te. , , xst·> e3aol,non is people. 1*
tracts carried out by companies Oh, some can watE*ir. names.

t

from two or more EC member
-2416whocan hil;2>s leain

Lf

states

The EC export credit system is But most can't. In ah-atilpse P toread and write. Pe061ejigho can .
designed to boost the EC's compet- Americans are living ilyes#(('«,- read this ad. Peolie whocare.
itive edge on exporting to devel- -
oping country markets by making limited opportunities, s i efiand, People like yoli
it easier and cheaper for consor- - For informatidldjklidi/ tiums to buy adequate coverage, confusion. It's not funny. 4.6,236#
said the EC executive commission

./.\ r
The SEACE system could reduce tragic. And it affects your ©91:25 :can,40 about 114tera«*rite.a,Youthe cost of export insurance by as
much as 05% of the present pre-

business. v 15 ' c*n,*rite. 1)46nty4hreelilillion
mium rate, it says

Currently, 12 different export '''j16etAmericans cann6C
credit insurance systems operate in 9/
EC countries, all under the control --

of the national governments These NILS Publishing Company r 90003301 I
include Hermes in German, Coface

One of the ABCPLBUSH/NG ® Companies I m I wa**0. Send melhe PLUS Kitfor individuals who care. 1
in France, and the Export Credit m Tell me liqwiny company can help. Send me a PLUS Kit for I
Guarantee Department in the
United Kingdom

companies thiit'car. 1
However, each system only pro- PLUS 0/1 Name V 1

tects national exports So when PACUECT LITERACY US 1 1
export contracts include goods or

1
Title Department

services from more than one EC

member state, ad hoc insurance ar- 1 Company
rangements are made that often
take a long time to arrange

| Address 1

The SEACE, however, would co-
1 1

ordinate the activities of these 12 1 City State - Zip 1
national export credit insurers and 1 Phone ( Extension 1
draw up one, single policy and di-
vide the coverage among the na-
tional export credit insurance

CY  NILS Publishing Company • R O. Box 2507 • Chatsworth, CA 91311 



Workers compensation ruling compensation act based on physical injuiy that courts have held are bai ted by
And, :he trial court concluded, because the plaintiffs could the workeis compensation act But in those cases, the act

Cont:nued from page 2 sue for property damages outside the workers compensation provided a specific remedy for the damages sought
Michael Thomason allegedly was replacing a seal on a system, they could also seek to recover punitive damages "Because the Georgia Workers' Compensation Act does not

120,000-gallon tank used to store latex when the tank ex- based on Superb Carpet Mills' alleged misconduct provide a remedy for damage to personal pi operty, we find
ploded, causing severe injuries to Mr Thomason and to In a six-page opinion, the Court of Appeals of Georgia the act does not bar an action for damages to personal prop-
Agatha M Edmondson, another employee who was nearby agreed with the lower court that the employees' property erty," the court said

Although Mr Thomason and Ms Edmondson received damage claim was not barred by the exclusive remedy pl cvl- "To hold otheiwise would deny an employee of this consti-
workers compensation benefits, they sued Superb in 1985 sion of the state's workers compensation act However, lt dis- tutional right to due process and equal piotection of the

Among their allegations was that Superb Carpet Mills in- agreed with the trial court's finding that the act also did not law "
creased the pressure applied to the tank to nearly double the bar the employees' claim for punitive damages However, the court found that the employees could not
maximum pressure for which the tank had been designed In According to the appeals court, the original purpose of recover punitive damages under the workers compensation
addition, the company had permanently plugged up three workers compensation legislation u as to create by statute a act because the alleged property damage and personal in-
"blow-off" safety valves, they contended remedy for personal inluries suffered by employees juries arose out of the same conduct 01 incident

The employees argued that their claims for property and Looking at the Georgia Workers' Compensation Act, the "It is well settled that the Georgia Woikers' Compensation
punitive damages are not covered by the exclusive remedy court found that "inJury" means "personal injury" and that Act precludes recovery of additional damages foi willful or
provisions of the state's Workers' Compensation Act, which both telms mean "only injury by accident arising out of and intentional acts of the employer so long as the injury arises
Superb Carpet Mills disputed in the course of employment out of and in the course of employment," the couit said

In August 1986, the trial couit Judge ruled that the employ- "The benefits conferred by the act relate to damages for While some jurisdictions make an exception to this geneial
ees' ability to sue their employer for property damage was personal in]ury and not property damage," the court said rule through a statute, Georgia does not make a statutoiy
not superseded by the exclusive remedy of the state workers The court also noted that there have been other claims not exception to the exclusive remedy rule
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EDITOR CORPORATE RISK MANAGER J.M. PENAN & ASSOCIATES
WANTED BUSINESS OPPORTUNITIES

Nationally recognized Southern Califor-
INSURANCE COMPANY

One of the Mid-South's largest com-
Business Insurance

Insurance Company wanted by industry
nia-based technical publication is seeking Execul,ve Recrulting Specialists

mercial/industrial real estate deve- group for use as Proper'ty and Casualty PROGRAM BUSINESS

a motivated, detail oriented person for For and In the Insurance Industry capbve Licensed shell or operating com- Brokers and Agents looking for an in-
staff editor/consultant position lopers, with other diversified opera- panv Reply in confidence No brokers surance company to support their Dro-
Candidate must have a bas,c Imowledge of tions, has immediate opening for 10308 Stormhaven Way Rep y to gram or association should contactbox Circulation
hab,Iny Insurance and a ImbiliN underwntlng Corporate Risk Manager positions Indianapolis, IN 46256 Box 2315, Business Insurance 2134, Business Insurance, 740 Rush St ,

badgmund will be consdeted a plus
740 Rush St Chicago, IL 60611 We are a firm spe-

Candidate should have excellent writing RM will have responsibility of entire (317) 842-4492 Chicago, IL 60611-2590 cializing m prostram placement, devel-
opment and confrol

and analytkal skills, college degree, and RM and insurance program
Breakdown*

will have or be actively pursuing the Qualified candidate will possess 5-8
CPCU designation years experience negotiating cover-

WANTED

This position, which results from com-
pany expansion, offers substantial ages and administrating claims and SURPLUS LINES AGENTS

NEW YORK LICENSED

ISSUING CARRIER

growth potential
Have facility to place the following cover FINANCIAL SERVICES

Commercial Consumers

losses
We have developed a unique new insur-

ages

Submit salary history and resume to Please respond with resume and cur- • Commercial Auto Physical Damage
BROKER mee concept and need aNY licensed

carrier Program up and running in Administrative
Box 2316, Business Insurance

rent salary to Aubrey Griffith, P 0 Box · Pnvate Passenger Physical Damage Professional Liability Dept of a lead other states Actuarial information re-

740 Rush Street • Contrac ors Equipment-Dozers-Cranes ing wholesale/specialty insurance
Chicago, IL 60611-2590 171199 Memphis, TN 38187-1199

garding program available Complete CEO s Presidents and Owners 2,426
underwriting guidelines and program Vice-presidents, General ManagersLoggng Equipment

• Property Hotels Motels Tavems Restau-
operation is seeking a broker to loin structure ready for the righl carrier and Other Administrative Personnel

rants Aprtment Buildings its metropolitan New York office The Please respond for details to 3,136
SU, 84 Trumbull St , New Haven, Ct

• Special Physical Damage for Coal successful candidate needs to pos 06511 1 -800-252-4648
Trucks sess a working knowledge of D&0/ Financial

RISK MANAGEMENT • M & C, OL & T for hard -0 place nsks E&0 markets, have a familiarity with
(Most States)

Chief Financial Officers and Vice-

W. R Grace & Co seeks a domestic casualty man- • Garage Keepers Legal Liability and
financial statements, and be well HELP WANTED presidents of Finance 2,683

Dealers Open Lot versed on today's business issues Secretaries. Treasurers. controllers

ager in our New York City headquarters to admin- m and •G= Bo.age Tanks Salary commensurate with exoeri and other Financial Personnel 4,888
NATIONAL UNDERWRITERS ence, please send resume to

CLAIMS MANAGER-MARKETING REP

ister the casualty insurance program including 1 800-6356366 Outstanding opportunity for individual Risk/Employee Benefits
wait for dial tone. then dial 845 Bo< 2311 Business Insurance, 740 with 3-5 years experience in claims (at

workers comp, auto, general and product liability Telex 159271 HS UND Rush St, Chicago, 111 60611 2590 least 2 in supervisory capacity) to loin Vice presidents, directors, manag

FAX 305-488-3809

The ideal candidate will have a degree in business
privately held Alternative Dispute Res- ers, and other related department
olution (ADR) company with aggressive
growth plans Responsible for direct personnel of insurance, risk, em-

or math, with 5 years experience in risk manage-
contact with insurance companies' ployee benefits, personnel, com
claims adjusters and managers to sell pensation, pension, safety, security,
them on the advantages of referring industrial relations, human re-

ment, brokerage or related field We offer a com- CLAIMS & RISK MANAGER
their claims to ADR for cost effective sources and employee/labor rela-
early closure of their files Excellent

petitive salary and benefits and career growth op- THE ARCHDIOCESE OF MILWAUKEE people, sales, and writing skills re-
tions 8,144

portunities Submit resume to. Chns Hilker
quired Send resume to Peter C Don-

& THE CATHOLIC MUTUAL GROUP aid, President, Judicial Arbitration &
Sub-total 21,277

Mediation Services, Inc ,PO Box Associations 506

GRACE
W. R GRACE & CO. Seek a Multi-Line Property & Casualty Claims Person with a 10333, Santa Ana, CA 92711, (714) 972- Government. Unions and Educa-

1114 Avenue of the Ameficas
1616

minimum of 7 years experience to administrate all claims, tional Institutions 1,400

New York, NY 10036

an 09-1 opponufut¥ employ/,Wi/h safety and risk management functions at the Milwaukee, WI Commercial Consumers

One step ahead of a office The candidate will be an integral part of a high per-
changing world

PERSONAL LINES MANAGER
Sub-total 23,183

formance program No prior risk management or safety expe- Suffolk County Long Island Insurance Agents and Brokers 11,009
rience necessary Position will provide in-depth training m Agency seeks personal lines man- insurance Companies 7,111

all non-a]usting areas Proven casualty investigative skills ager/marketer applicant Should Financial Institutions 989

1 with a major insurance company 01 mdependent A + Com- have experience in marketing per- Actuaries, Attorneys, Adjusters, Ap-

sonal lines and management of
praisers and Consultants 5,560

petitive starting salary + excellent benefit program Send Others Allied to the Field 1,442

Director of staff Excellent opportunity for a
complete resume including salary history in confidence to

TOTAL 49,294

young capable person Submit re-

Risk Management Cathy Allen, Office Manager sume with salary requirement and
* Source Business/Occupational
breakdown of qualified circulation,

4223 Center Street references to November 24, 1986 Issue. as sub-
Responsible for the development and Omaha, NE 68105

NYNCA mitted to BPA for December 1986

administration of the University's Risk
1743 North Ocean Avenue

1-800-228-6108
BPA Publishers Statement

Management program. Identify, analyze 4 Medford, New York 11763

and evaluate loss exposures and select
the most advantageous method of risk

Insurance
treatment for the University.

ASSA American Society of Student Actuaries

Requires BA/BS or equivalent in Business STUDENT ACTUARIES

plustrainingin Risk Management/Insurance
MANAGER OF

READY FOR HIRE

and 5 years' related Risk Management
experience. Outstanding insurance tech- INSURANCE We are the leading source for entry-level actuaries

Our National program has already contacted hun-
nical abilities and an aptitude for Island Creek Corporation, a whollyowned subs,diaryc,10ccidental Petroleum, has dreds of schools and thousands of students recently
Risk Management information systems animmediateopening foraManagerof Insurance w th its Corporate Headquar

necessary.
tersstaffir Lexington Asoneofthe nation'sleadingcoalproducers, Island Creek degreed in Actuarial Science, Mathematics, Statis-
offers the successful candidate full-scale responsibility foradministration of its tics, Computer Science, or Economics Our files are

Interested candidates should forward a total insurance program
over loaded with top level students frorn lesser

resume with salary requirements to Phillip The ideal candidate will possess 3-5yearsof experience with a coal, industrial,

Garrity, Boston University, Office of
insurance adjustingorbrokeragecompany Requirementsalsoincludea Bach- known schools not normally approached during cam-
elor'sdegreeand fam,liarity with all majortypesolinsurancecoverage, parnell

Personnel, 25 Buick Street, Boston, larly property and business interruption Strong communication, negotiating and pus-recruiting efforts We also have rnany late grad-

MA 02215. quantitati skills are essen-lai uates frorn top schools and late entrants into the job
Island Cre.koffersanexcellentbenehtspackage Including relocationassistance

An equal opportunity employer rnarket
andongoingopportunityforcareergrowthanddevelopment Salarylevelwillbe

BOSTON
For further information please contactcommensfratewithexpenence Pleasesendyourresumewithsalaryhistoryto

Employee Relations Scott Rollins

UNIVERSITY ISLAND CREEK CORPORATION 1411 Opus Places Suite 660

DEDICATED TO DIVERSITY. PO Box 11430 • Lexington, KY 40575 Downers Grove, IL 60515

1 An Equal Opportunity Employer M/F/H/V (312]963-7156



The best-paid CEOs among leading comme L•ib I insurers
1986 1985 NO Of Firm's 1986 Firm's 1986

Firm cash cash % change shares revenues % change net income % change
Rank rank CEO/age compensation compensation from 1985 held (in millions) from 1985 (In millions) from 1985

1 12 Saul P. Steinberg, 47 Reliance GIp Holdings Inc. $4,188,000 N/A1 N/A 32,837,800 $3,225.7 + 27.7% $63.0 + 45.3%

2 18 Marshall Manley, 46 The Home Group Inc. 1,825,477 $1,001,979 + 82.2% 121,315 2,193.7 +10.0 178.7 N/M

3 2 Robert D. Kilpatrick, 63 CIGNA Corp. 1,217,500 1,047,000 + 16.0 34,694 17,064.1 + 5.4 817.3 N/M

4 10 Jack Moseley, 55 USF&G Corp. 1,211,656 420,027 + 188.5 22,005 4,336 8 + 21.9 296.3 N/M

5 6 Harold S. Hook, 55 American General Corp. 939,216 904,000 + 3.9 136,996 6,160.0 + 8.5 669.0 + 32.0

6 3 Edward H. Budd, 53 The Travelers Corp. 829,769 742,570 +11.7 45,181 16,046.6 +10.3 545.8 + 45.5

7 4 Maurice R. Greenberg, 61 American International Group inc. 822,500 750,000 +9.7 3,492,808 8,876.0 + 53.5 796.0 + 89.3

8 7 James R. Harvey, 52 Transamerica Corp. 807,600 585,000 + 38.1 145,780 6,075.5 + 8.7 267.5 + 83.4

9 5 Edward J. Noha, 59 CNA Financial Corp. 800,333 625,583 + 27.9 450 6,392.3 + 8.8 403.5 + 32.2

10 1 James T. Lynn, 60 Aetna Life & Casualty Co. 798,626 630,511 +267 21,379 20,483.0 + 10.1 1,043.0 + 117.4

11 13 Henry V. Harder, 62 The Chubb Corp. 788,485 570,185 + 38.3 14,198 3,208.8 + 34.0 267.9 + 279.8

12 14 Robert J. Haugh, 61 The St. Paul Cos. Inc. 720,455 676,481 + 6.5 19,672 3,181.6 +19.1 217.1 + 130.6

13 9 lan M. Rolland, 53 Lincoln National Corp. 704,782 501,295 + 40.6 57,785 5,998.8 + 22.3 284.4 + 32.8

14 11 John J. Byrne, 54 Fireman's Fund Corp. 670,000 283,333 + 136.5 1,700,000 3,699.0 + 10.4 228.0 N/M

15 30 Pierre D. Croizat, 46 Scor U.S. Corp. 669,694 N/A, N/A 9,134 58.7 + 43.4 10.2 + 949.4

16 21 Patrick G. Ryan, 49 Aon Corp. 617,835 512,738 + 20.5 2,949,673 1,805.6 + 32.8 247.2 + 35.9

17 15 Ronald E. Ferguson, 45 General Re Corp. 576,517 New CEO N/A 5,318 3,175.2 + 49.6 328.7 + 142.0

18 25 William R. Berkley, 41 W.R. Berkley Corp. 572,608 461,100 + 24.2 1,637,954 413.4 + 92.7 39.3 + 339.3

19 26 Wilson Wilde, 59 The Hartford Steam Boiler 567,692 527,308 + 7.7 12,852 388.8 + 22.7 53.1 + 72.2

Inspection & Insurance Co.

20 20 Colin C. Hampton, 63 UNUM Corp. 546,346 N/A' N/A 8,514 2,116.8 +18.4 115.1 - 4.4

21 8 John P. Mascotte, 47 The Continental Corp. 464,615 507,615 - 8.5 16,209 6,002.3 + 17.9 449.6 + 633.9

22 28 James A. Mcintyre, 54 Fremont General Corp. 413,745 377,881 + 9.5 268,789 93.1 + 7.2 (23.0) N/M

23 17 Bruce Ma,nes, 60 SAFECO Corp. 394,763 288,071 + 37.0 25,814 2,598.6 + 19.5 228.7 + 34.2

24 24 Alan R. Gruber, 59 Orion Capital Corp. 351,814 318,378 + 10.5 65,271 478.9 + 9.4 (36.0) N/M

25 16 Joseph E. Luecke, 60 Kemper Corp. 301,1683 192,4793 + 56.5 76,836 2,778.3 + 12.9 201.1 +115.0

26 22 John G. Sloneker, 65 Ohio Casualty Corp. 300,000 265,567 + 13.0 812,760 1,379.4 + 20.0 102.7 + 132.9

27 23 William R. Stover, 64 Old Republic International Corp. 264,200 261,383 +1.1 1,744,019 1,143.5 +28.6 67.7 + 188.0

28 29 James F. Billett Jr., 42 Trenwick Group Inc. 225,625 190,000' + 18.8 86,700 70.7 + 114.3 5.9 + 227.0

29 27 Donald Kramer, 49 NAC Re Corp. 221,350 191,250 + 15.7 379,792 96.8 + 215.0 6.1 N/M

30 19 Warren E. Buffett, 56 Berkshire Hathaway Inc. 101,099 100,000 +1.1 474,998 2,167.6 +131.6 282.4 - 35 2

' Went public in 1986 2
Includes moving expenses

3
1986 and 1985 hgures reflect Mr Luecke s salary as CEO ot Kemper Corp and are respectively 4196 and 4290 01 the total cash compensation he received tor all positions held,n Kemper Group

N A-Not available N M-Not meaningful Chart Amy Palmer Research Peter Els:rom Source Proxy statements and annual reports

Compensation "Bonuses are often based on performance Mr Manley's compensation The company the 400 wealthiest individuals in the United
and if a company had a banner year in '86, reported net income of $178 7 million in States, according to last year's Forbes sui-

Contznued from page 1 then 1986 was a banner pay year," concurred 1986, compared with a $52 million loss in vey Forbes estimated that Mi Gieenbeig's
As insurance companies become more Heidi Toppel, a principal and consultant at 1985 AIG stock, plus other holdings, totaled $220

competitive with other financial services, The Wyatt Co in New York Coming in third with $1 22 million in cash million
they are "playing catch-up" with other in- The average base salary increase for top compensation was Robert D Kilpatrick, 63, • Tiansamerica Corp 's Chanman and
dusti,ies m paying their top executives, he executives in the financial services area was chairman and CEO at CIGNA Corp His cash CEO James R Harvey, 52, who eained
noted 10% last year, but total cash compensation package increased 16% from 1985 when his $807,600 in cash compensation last yeai, a

For example, the average compensation increases spanned a very broad range, Ms compensation totaled $1 05 million in salaiy, 38 1% inciease from his 1985 compensation
earned by property/casualty insurance com- Toppel said bonus and stock rights of $585,000
pany chief executives trailed the average In addition to an emphasis on perfor- Philadelphia-based CIGNA repoited net The San Francisco-based company's net
compensation earned by CEOs in five of six mance-based compensation, Ms Toppel said income of $817 3 million in 1986, compated income increased 83 4% in 1986 to $2675
other sectors of the financial services indus- as the U S economy shifts toward a service- with a $732 5 million net loss in 1985 million

try, according to a new oriented economy, financial services com- Also earning more than $1 million last • CNA Financial Coi p
survey by Heidrick & panies are paying higher salaries year was Jack Moseley, 55, chairman and El/ Chaiiman, Piesident and
Struggles, an executive Previously, the banking and insurance in- president of USF&G Corp of Baltimore Mi 1 CEO Edward J Noha, 59,
search firm dustry lagged behind manufacturing 1ndus- Moseley earned $1 21 million in cash com- / 11*k 1  who ieceived $800,333 in

The $259,800 average tries in compensation "But now the sides pensation in 1986, a raise of moie than
annual compensation

cash compensation in
have switched," she said 188 5% USF&G repoited net income of  1986, up 27 99 from

earned by property/ca- Ms Toppel also predicted that compensa- $296 3 million last year, up from a net loss of   $625,583 in 1985
sualty CEOs exceeded tion tied to stock ownership for top execu- $108 million in 1985 Net income foi the Chi-

only the average $227,800 " tives will be changing because of tax law re- American General Corp of Houston paid  cago-based holding com-
in compensation earned visions "Stock options have lost a lot of Chairman and CEO Harold S Hook, 55,
by the chief executives at their luster," she said $939,216 in cash compensation in 1986, a

pany incieased 32 29 to
$403 5 million in 1986

mortgage banks Mr Manley Because capital gains now will be subject 3 9% increase fiom 1985 Mr. Kilpatrick Only one executive in
By contrast, the chief to the same tax rate as regular income, there At the same time, American General's the suivey took home a

executives at brokerage firms and invest- will no longer be an incentive to merely net income rose 32% to $669 million in 1986 smaller paycheck last yeai John P Ma-
ment banks earned an average of $673,800 in hold stock from $506 million in scotte, 47, chairman and CEO at Continental
cash compensation, according to Heidrick & Companies now 1985 Coip took an 8 5% cut in cash compen-
Struggles are instituting re- The average compensation of Four CEOs earned sation to $464,615, while the company's net

CEOs at commercial banks earned average strictive stock between $800,000 income increased 633 99 in 1986 to $449 6
property/casualty insurancecash compensation of $456,000, life insur- plans, in which and $900,000 in million

ance company chief executives took home stock is acquired at company CEOs trailed the 1986 Continental officials could not be leached

an average cash compensation of $414,000, no cost but with • Edward H to comment

investment management company CEOs strings attached average in five of six other Budd, 53, chairman, The only company in the suivey that
earned an average cash compensation of For example, execu- president and CEO elected a new CEO last yeai was Stamfoid,financial services sectors
$408,200, and savings and loan chief execu- tives may be re-
tive officers were paid an average cash com- quired to stay with

of The Travelers Conn -based Geneial Re Corp Ronald E
Corp, who earned Ferguson, 45, eained $576,517 in 1986 as

pensation of $378,500 the company a cer- $829,769 in 1986, up General Re's top officei
According to a voluntary survey by Hewitt tam period or reach set earnings goals in 11 7% from $742,570 in 1985 Four of the companies in the suivey, in-

of the CEOs of 70 diversified financial insti- order to claim the shares promised to them Hartford, Conn -based Travelers' net in- cluding Reliance and Tienwick, went public
tutions, including insurers, the average base "This also helps increase the interest of the come rose 45 5% last year to $545 8 million in 1986, and the 1986 compensation of three
pay was $527,800 and the average bonus was executive in the long-term performance of • Maurice R Greenberg, 61, who received of these companies' chief executives could
$467,200 for a total average compensation of the company," Ms Toppel said "Boards of $822,500 in cash compensation as president not be compared with 1985
$995,000 in 1986 directors are very receptive to this " and CEO of American International Group Besides Reliance, these companies aze

Among those respondents were approxi- The second highest-paid CEO in the BI Inc in 1986,8 97% raise from $750,000 in • Scor U S Corp of New Yoik, which

mately 20 life and property/casualty insur- survey was Marshall Manley, president and 1985 paid President Pierie D Cioizat, 46,

ers, who reported an average base salary of chief executive of The Home Group Inc , par- The New York-based insurer's net income $669,694 in total cash compensation dining
$521,700 and an average bonus of $187,600 ent of The Home Insurance Co and other increased 89 3% to $796 million last year 1986

for a total average compensation of insurers A Business Week survey published in May • UNUM Coip of Poilland, Maine, which
$709,300 Mr Manley's cash compensation totaled listed Mr Greenberg as the seventh-highest paid Colin C Hampton, 63, cash compensa-

According to Hewitt's Mr Cates, a prop- $1 83 million in 1986, an increase of 82 2% paid executive in the nation based on his tion of $546,346 in 1986
erty/casualty insurance company CEO's from $1 million in 1985 Mr Manley, 46, long-term compensation package The com- Finally, Trenwick's Mr Billett got a i aise
compensation rests largely on performance owns 121,315 shares of Home stock and his bination of his 1986 salary and bonuses last yeai His cash compensation incieafed
of the company "A bonus plan now might long-term compensation includes future added to his long-term compensation totaled 18 8'k to $225,625
pay out at 50% of salary for a CEO," Mr stock options $4 6 million Trenwick's net income lose 227'6 to %5 9

Cates said The Home Group's profits rose along with In addition, Mr Greenberg is also one of million last year .



Equal New Lloyd's syndicate to write U.S. riSKS
Opportunities By CAROLYN ALDRED dicate initially will specialize in property, light- While syndicate 447 was started in response to

medium liability, motor and short-tail accident "consistent demand for a syndicate writing
LONDON-A new Lloyd's of London non-ma- classes of reinsurance short-tail business only, risks were always writ-

Each weekly issue of rine syndicate hopes to begin underwriting next "An extremely cautious policy will always be ten as an addition to the line of syndicate 448,"
Business Insurance gives year using about 25% of its projected 16 million adopted towards the most hazardous liability said syndicate 447 underwriter David Beau-

pounds ($25 6 million) in premium capacity to areas, especially in relation to risks emanating mont, who is also undei writer for syndicate 448
you an equal opportunity write North American reinsurance business from the U S ," the prospectus says Although syndicate 448 has people "capable

Lloyd's underwriting agency Wellington Un- In addition, the syndicate will not grant bind- of being underwriter" for syndicate 447, "notto reach and motivate
derwriting Agencies Ltd recently announced ing authorities to brokers only would that weaken the team on syndicate

Bl's more than 133,000 that it plans to set up a new non-marine syndi- According to the prospectus, between 28% and 448, but more importantly I do not think the

purchasing influentials cate to attract new reinsurance business to 34% of the syndicate's initial business will be best of the business will follow for the compara-
Lloyd's Wellington has had an encouraging re- produced from the United Kingdom, while be- tively small line written," said Mr Beaumont

. top administrative sponse from people interested in becoming tween 21% and 25% of the business will come Syndicate 447 wrote 3 million pounds in pre-
members of the new syndicate, said Anthony from North America mium for the 1984 accounting year ($4 44 mil-

and financial executives, Cooper, managing director of Wellington Un- The current capacity of the syndicates man- lion at applicable exchange rates), the year now

risk managers, employee derwriting Agencies aged by Wellington is about 380 million pounds closing under Lloyd's three-year accounting
While the syndicate will have a 16 million ($608 million i, of which only 7 5%-or 285 mil- system Syndicate 448 wrote 57 5 million pounds

benefits managers and pound premium capacity, the syndicate proba- lion pounds ($45 6 million) is devoted to non- ($85 1 million) in premium in 1984

the agents and brokers bly will write about 12 million pounds ($19 2 marine risks The additional 16 million pounds Although 447's results for 1984 are "unna-
million) in premium volume in 1988, according in capacity from the new syndicate would raise turally good," the syndicate last October was

who serve their needs. to the syndicate's prospectus Wellington's overall non-marine capacity to 44 5 forced to place its reinsurance program separa-
"It is anticipated that a major proportion of million pounds ($71 2 million) tely from syndicate 448's to comply with new

When you want to reach the business written by the syndicate will be Lead underwriteI for the new syndicate will codes of practice at Lloyd's, says Mr Beaumont
your prime audience, the

new to the Lloyd's market," according to the be Bill Petzold, formerly managing director of Because "we have hit our reinsurers so hard,

prospectus Munich Reinsurance Co 's non-life insuiance they quoted prohibitive rates on renewal, which
Business insurance The amount of U S business written "is likely branch in Britain would have made lt impossible for us to make a

to be a less significant proportion of the account Meanwhile, Wellington is closing marine syn- profit," he adds
audience Is unequalled! than for most non-motor syndicates at Lloyd's," dicate 447 at the end of the year as a Iesult of In addition, it would "not be possible to main-

the prospectus adds However, according to the recommendations of the special government tam 447's account on a strictly short-tail basis,
PUBLISHING \  CLOSI NG prospectus, up to one-quarter of the business committee headed by Sir Patrick Neill that in- which was the reason why members of that syn-
DATES DATES written by the syndicate will come from the vestigated Lloyd's dicate found it attractive," according to Mr

United States The Neill report, published in January, recom- Beaumont
"It will be the aim of the syndicate to become mends that each syndicate under the same man- All business currently written by syndicate

Jun 1 May 1 9 5frtdgereiancscdrinign telil]3of bhuinyens ls:t:]52*Yuld have a separate indepen- Bbwai15/t=,obrednbytosinrdi]ttntfor thie
Jun 0 May 27

Jun 15 Jun 0
JULY 12-24 Executive Management Pro- i datebook

lion of Employee Benefit Plans, P O Box
gram in Harrlman, NY, sponsored by The Col- 69, Brookfield, Wis 53008-0069 414-786-6700

Jun 22 Jun 9 lege of Insurance, $1,995 for college sponsors, JULY 30 Assessing Vendors (HMOs, PPOs, nance for Ceders and Assumers seminal in
$2,295 for non-sponsors The College of Insur- Utilization Review Firms, etc ) workshop m Tarrytown, NY, sponsored by Robert W Strain OCT 7-9 The International Insurance and

Jun 29 Jun 17 ance, 1 Insurance Plaza, 101 Murray St, New Honolulu, sponsored by the Health Research Seminars Inc , $1,295 (includes lodgmg and Risk Management Conference in Venice,
York,NY 10007,212-962-4111 Institute, $250 Also Aug 20 in San Diego, meals) Robert W Strain Seminars Inc, PO Italy, sponsored by Management Centie Eu:ope,

Jul 6
Sept 17 in Cleveland, Oct 8 In Boston, Oct 29 Bor 1000, Wingdale, N Y 12594, 914-8 32-9384 7 J 000 Belgian fianes (appror $1,927) fol non-

Jun 21 JULY 13-17 Modern Safety Management se- m San Frarosco, Nov 12 in New York, and or 212-677-5974 members 65,700 Belgian fiancs (appior $1 734)
minar in Atlanta, sponsored by the International Dec 10 in Chicago Health Resecirch Institute, foi membets, 60,800 Belgian francs (approx

Jul 13 Jun 00 Loss Control Institute, $695 International Loss 1600 S Main Plaza, Suite 170, Walnut Creek, SEPT 11 Managing and Controlling As- $1,605) for risk managers Registrar Manage-
Control Institute, P O Box 345, Loganville, Ga Calif 94596 415-676-2320 bestos Contamination course in Los Angeles, ment Centre Europe Po•,tbus 95, NL- 3417 ZH

Jul 20 Jul 8
30249,404-466-2208 sponsored by the University of Southern Cali- Montfoort, The Netherlands

JULY 30 Cost Containment Through Com- fornia's Institute of Safety and Systems Man-
JULY 14 Avoiding Employer Liability munications and Education workshop in Ho- agement, $160 University of California, Inst!- OCT 11-14 Remembering the Past Anti

Jul 27 Jul 15 Under the State Laws of Illinois seminar m nolulu, sponsored by the Health Besearch Insti- lute of Safely and Systems Management, Office cipating the Future The Society of Char-

Schaumburg, Ill, sponsored by Haimes Associ- tute, $250 Also Aug 20 in San Diego, Sept 17 of Extension and In-service Programs, 3500 S tered Property & Casualty Underwriters'
ates Inc, $325, $300 each for more than one at- in Cleveland, Oct 8 in Boston, Oct 29 in San Figueroa St, Suite 202, Los Angeles, Calif 43rd Annual Meeting and Seminars in San

Aug 3 Jul 22 tendant from same company Also July 21 in Francisco, Nov 12 in New York, and Dec 10 m 90007, 213-743-6523 Antonio, Texas, befole Sept 14 $275 for So-
Chicago Haimes Associates Inc, 708 S Wash- Chicago Health Research Institute, 1600 S ciety of CPCU members, $170 for spouses/

Aug 10 - Jul 28 ington Square, Philadelphia, Pa 119106 215- Main Plaza, Suite 170, Walnut Creek, Calif SEPT 12-16 73rd Annual Convention of the guests after Sept 14 $ 25 for Sociely of CPCU
922-1617 94596, 415-676-2320 International Assn of Industrial Accident members, $ 170 for spouse./guests Socid> of

Boards & Commissions in Hartford, Conn, Chartered Properly & Casualty Underwriters,

Aug 17 Aug 5 JULY 16-17 Introduction to Qualified Pen- JULY 30-31 Labor/Management Cost Con- $185 for members, $250 for non-members $100 Kahier Hall, Providence Road, CB#9, M,ilvern,
sion and Profit-Sharing Plans seminar in New tainment workshop in Honolulu sponsored by for registrant companions International Assn Pa 19355-0709

Aug 24 Aug 12 York, sponsored by the Practising Law Institute, the Health Research Institute, $495 Also Aug of Industrial Accident Boards & Commissions,

$390 Also Aug 6-7 in Chicago and Aug 20-21 20-21 in San Diego, Sept 17-18 in Cleveland, PO Box 4335, Hamden, Conn 06514 OCT 11-14 Risk Management Forum Asso-
in San Francisco Practising Law Institute,

Aug 31 Aug 18
Oct 8-9 in Boston, Nov 12-13 In New York, and clation Europeean des Assures de l'Indus-

Dept 5W, 810 Seventh Ave, New York, N Y Dec 10-11 111 Chicago Health Reseatch Insti- SEPT 13-16 Computerized Plan Admints- trie and the Risk & Insurance. Management
10019, 212-765-5700 tute, 1600 S Main Plaza, Suite 170, Walnut tration Institute in Dallas, sponsored by the Society Inc International Conference in

Sep 7 Aug 26 Creek, Calif 94596, 415-676-2320 International Foundation of Employee Benefit Monte Ca,10 2,BOO French francs (approx $ 386)
JULY 16-17 Video Display Terminal Safety Plans, before July 16 $480 for 1FEBP members, for university members or students, 4,600

Sep 14 Sep 2
course in Los Angeles, sponsored by the Univer- JULY 30-7UG. 1. Florida Surplus Lines $555 for non-members, after July 16 $525 for French francs (approx $772) for members of a
sity of Southern California's Institute of Safety Assn Annual Convention in Amelia Island, IFEBP members, $600 for non-members Regis- risk management department, 6,300 French
and Systems Management, $265 University of Fla, $200 for FSLA members, $225 for non- trations Department, International Foundation francs (approx $1,058) for insuiers, brokers,

Sep 21 Sep 9 California, Institute of Safety and Systems Man- members Roger Gobler, Florida Surplus Lines of Employee Benefit Plans, P O Box 69, Brook- adjusters and other professions other than those
agement, Office of Extension and In-service Assn ,PO Box 2909, Jacksonville, Fla 32203 field, Wis 53008-0069, 414-786-6700 listed Asociation Europeean des Assures de

Sep 28 Sep 15
Programs, 3500 S Figueroa St, Suite 202, Los l'Industrie/Risk & Insurance Management So-
Angeles, Calif 90007, 213-74 3-6523 AUG 2-7 Basic Reinsurance Program in SEPT 14-16 Training Methods and Tech- ciety Monte Carlo Conference, SOCF[, 14 Rue

Tarrylown, NY, sponsored by the College of In- niques m Occupational Safety and Health Mandar 75002 Parth France

Oct 5 Sep 23 JULY 26-31. Fundamentals of Employee surance, $950 for college sponsors, $1,115 for Training the Trainer course in Los Angeles,
Benefits Management conference in Brook- non-sponsors The College of Insurance, 1 Insur- sponsored by the University of Southern Cali- NOV 9-10 The Solution to the High Cost

Oct 12 Sep 30
field, Wis, sponsored by the Internationa ance Plaza, 101 Murray St, New York, N Y fornia's Inslitute of Safety and Systems Man- Claim-Medical Case Management confer-

Foundation of Employee Benefit Plans, $900 10007,212-962-4111 agement, $420 University of California, Insti- ence in New York, sponsored by Intracorp, $ 385,
Also Oct 11-16 International Foundation tute of Safety and Systems Management, Office $340 per additional registrant from the same or-

Oct 19 Ck:t 7 of Employee Benefit Plans, P O Box 69, AUG 2-7 Middle Management Program in of Extension and In-service Programs, 3500 S gantiation Jackie Mazoway, Inliacoip, Cha-
Brookfield, Wis 53008-0069, 414-786- Kansas City, Kan, sponsored by The College of Figueroa St, Suite 202, Los Angeles, Calif terbrook Corporate Center 701 Lee Road,

Oct 26 Oct 13
6700 Insurance, $950 for college sponsors, $1,115 for 90007, 213-743-6523 Wayne, Pa 19087 800-145-1075

non-sponsors The College of Insurance, 1 Insur-
JULY 27-28 Health Care Cost Containment ance Plaza, 101 Murray St, New York, N Y SEPT 14-18 Fundamentals of Industrial NOV 9-12 Seventh Annual Construction In-

Nov 2 Oct 20 workshop m Honolulu, sponsored by the Health 10007,212-962-4111 Hyglene Monitoring course in Long Grove, Ill, surance Conferenee and Pre-conference Se

Research Institute, $495 Also Aug 17-18 m sponsored by The National Loss Control Service mmars in New Orlean., sponsored by the inter-
San Diego, Sept 14-15 m Cleveland, Oct 5-6 in AUG 34 Non-Qualified Deferred Compen- Corp , $500 Also Nov 16-20 John Garis,

Nov 9
national Risk Management Institute Inc, $2 15

Oct 28 Boston, Oct. 26-27 m San Francisco, Nov 9-10 sation Plans seminar in San Francisco, spon NATLSCO, K-3, Long Grove, Ill 60049, 800- for one pre-conference seminar (Nov 9) Con-
m New York, and Dec 7-8 in Chicago Health sored by the Practising Law Institute, $390 323-9585, 312-540-2400 within Illinois .tiuction Insurance Primer, Insurance Cost

Nov 16 Nov 3 Research Institute, 1600 S Main Pla/a, Suite Practising Law Institute, Dept 5,W, 810 Seventh Control, 01 Risk Financing Alternatives $495
170, Walnut Creek, Calif 94596, 415-676- Ave, New York, N Y 10019, 212-765-5700 SEPT 20-23 42nd Annual Workers Compen- forconference (Nov 10-12),$595 forconference

Nov 16 Nov 3
2320 sation Educational Conference in Orlando, and one pre-conference seminar International

AUG 3-4 1987 Bus:ness Insurance Em- Fla, sponsored by the Florida Workers' Com- Risk Management Institute Inc, 1222 Merit
JULY 27-31 Managing Program Implemen- ployee Benefit Communications Conference pensation Institute Inc , $95 James M McCon- Drive, Suite 1660, Dallas, Texas 75251-

Nov 23 Nov 11 tation seminar m Atlanta, sponsored by the In- in New York, $650 Barbara Dalton, Registrar, naughhay, Florida Worker's Compensation 2217, 800-527-2580, 214-960-7693 within

ternational Loss Control Institute, $695 Inter- Business Insurance, Communication Services Educational Conference, PO Drawer 229, Tai- Texas

Nov 30 Nov 18
national Loss Conlrol Institute, PO Box 345, Department, 220 E 42nd St, Suite 930, New lahassee, Fla 32302-0229,904-222-8121

Loganville, Ga 30249, 404-466-2208 York,NY 10017,212-210-0780 NOV 15-19 National Assn of Independent
SEPT 21-25 Developing and Managing a Insurers' 42nd Annual Meeting in Maut, Ha-

Dec 7 Nov 25 JULY 29 Health Improvement/Weliness AUG 5-6 The Sixth Annual Governmental Basic Safety and Health Program course in wali $250 for members, $350 for subscribers

workshop in Honolulu, sponsored by the Health Insurance Conference in Austin, Texas, spon- Long Grove, Ill, sponsored by The National and guests, $100 for .pouseS National As.n

Dec 14 Dec 2 Research Institute, $250 Also Aug 19 m San sored by Professional Development Institute, Loss Control Service Corp , $650 Also Nov 2-6 of Independent Insurers, 2600 River Road, Des
Diego, Oct 7 in Boston, Oct 28 m San Fran- $245 Professional Development Institute, North Tommy Thomas, NATLSCO, K-3, Long Grove, Plaines Ill 60018-1286, J12-297-

cisco, Nov 11 in New York, and Dec 9 in Chi- Texas State University, P O Bor 13288, Denton, Ill 60049, 800-323-9585, 312-540-2400 within 7800

Dec 21 Dec 8 cago Health Research Institute, 1600 S Ma.n Texas 76203-3288, 817-565-2483 Illinois

Plaza, Suite 170, Walnut Creek, Calif 94596, DEC 4-9 33rd Annual Employee Benefits

Dec 28 Dec 16 415-676-2320 AUG 10 Questions on the New CGL and CP SEPT 28-30 Audio-Visual Media for Safety Conference in San Francisco, sponsored by the
Policies° Ask the Claims Department' work- and Health Developing and Producing In- International Foundation of Emplohee Benefit

JULY 29 Advanced "Post Graduate" Cost shop in Asheville, NC, sponsored by the Society expensive Programs course m Los Angeles, Plans, before Oct 4 $480 IFEBP members only,
Management workshop m Honolulu, sponsored

.business
of Chartered Property & Casualty Underwriters, sponsored by the University of Southern Cali- after Oct 4 $525 IFEBP members only Regis-

by the Health Research Institute, $250 Also $120 for Society members,$145 for non-mem- fornia's Institute of Safety and Systems Man- tration Department, International Foundation
Aug 19 in San Diego, Sept 16 m Cleveland, bers Mari Jennings, Society of CPCU, Kahler agement, $420 University of California, Insti- of Employee Benefit Plans, 18700 Bluemound
Oct 7 m Boston, Oct 28 m San Francisco, Nov Hall, 720 Providence Road, CB#9, Malvern, Pa tute of Safety and Systems Management, Office Road, P O Bor 69 Brookfield, Wis 53008-0069,

insurance 11 in New York, and Dec 9 in Chicago Health 19355, 215-251-2741 of Extension and In-service Programs, 3500 S 414-786-6700

Research Institute, 1600 S Main Plaza, Suite Figueroa St, Suite 202, Los Angeles, Calif .

170, Walnut Creek, Calif 94596, 415-676- AUG 11-14 Supervisory Program in New 90007, 213-743-6523 The Datebook ts compiled from notices sent to

New York (212)210-0133
2320 York, sponsored by the College of Insurance, Bwiness Insurance Notices should be sent at

$630 for college sponsors, $715 for non-spon- OCT 4-7 1987 Benefit Communication in- least eight weeks in advance to Datebook, Bust-

Chicago {312)649-5275 JULY 29-30 1987 National Workers Compen- sors The College of Insurance, 1 Insurance stitute in Williamsburg, Va, sponsored by the ness Insurance, 740 N Rush St, Chicago, Ill

Los Angeles (213)651-3710 sation Semmar in Cape Cod, Mass, sponsored Plaza, 101 Murray St, New York, N Y 10007, International Foundation of Employee Benefit 60611-2590 Business Insurance reserves the

by Workers' Compensation Monthly, $195 212-962-4111 Plans, by Sept 4 $480 for members, $555 for nght to select meetings of most mterest to .9

Workers' Compensation Monthly, P O Box 590, non-members, after Sept 4 $525 for members, readers and cannot guarantee that notices wzil
Falmouth, Mass 02541 SEPT 8-11. Reinsurance Accounting and Fi- $600 for non-members International Founda- be pnnted
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Fireman's Fund Massachusetts

Hartford Insurance Group lS contesting the CAR as- Update
Cont:nued from page 3 sessment, said Stephen I Martin, vp-government rela-
reported as 53% of the auto insurance market, with tions, because the 1986 assessment is based on 1982
44% of the personal auto insurance marketplace and market share
9% of the commercial auto insurance marketplace Fireman's Fund is not the first insurer in Massachu- Robins ponders Rorer offer"Fireman's Fund lS ln violation of state laws and setts to try to escape from low rates and overre-

RICHMOND, Va -Former Dalkon Shield manufacturer A Hregulations by not giving notice," said Mr Singer, gulation Peerless Insurance Co of Keene, NH, filed
adding that even if Fikeman's Fund accepts the reis- notice a year ago seeking to withdraw from the auto- Robins Co received a $2 6 billion offer to merge with phar-
sued licenses and resumes writing, it may still be fined mobile insurance business, but to continue to write maceutical manufacturer Rorer Group Inc
or sublect to a class-action suit by its agents other lines of casualty business The offer Includes payment of claims from women who used the

Four hundred agents aren't going to take this sit- Peerless, which is in litigation with the Insurance intrauterine device Fort Washington, Pa -based Rorer proposes es-
ting down," Mr Singer added Department over the withdrawal, is negotiating with tablishing two trusts worth $1 75 billion to pay the 330,000 Dalkon

Agents and brokers in Massachusetts were notified the department and CAR, said Joseph H Youngs, the Shield claims pending against Robins In addition, non-Dalkon
of the pullout by letters delivered by an express deli- insurer's chairman and chief executive officer Shield claims that Rorer estimates at $120 million would be paid
very service, dated and received July 1 Attorneys and We feel optimistic we have reached the point where Robins filed its own reorganization plan in U S Bankruptcy
representatives from Fireman's Fund broke the news we can come to a mutual agreement," he said, describ- Court last April in which it proposes formation of a trust fund to
in person to the Insurance Department the same day ing the discussions as "constructive and meaningful " pay $1 75 billion to Dalkon Shield victims (BI, April 20)

In a memorandum included with the letter to the Mr Youngs noted that more than 50% of Massachu-
agents, Fireman's Fund stated that lt would continue setts' drivers are covered by the reinsurance facility, Dow unit wins Bendectin cases
to service existing policies and new policies processed not necessarily because they are bad drivers, but be-

CINCINNATI-In separate cases, a federal and state court jurybefore July 1 through their expiration dates cause of the rate madequacies "There's no other simi-
each found Cincinnati--based Merrell Dow Pharmaceuticals Inc notFireman's Fund said in its letter "For a number of lar situation anywhere else in the country," he said

years, we have tried but have been unable to make In the mid-1970$, GEICO Corp also pulled out of liable for the birth defects of two children whose mothers used the

a profit in the Commonwealth of Massachusetts Like- Massachusetts At that time, the insurer was under anti-nausea drug Bendectin during their pregnancies
wise, we do not believe that Fireman's Fund is likely to the management of John J Byrne, who is now chair- A California Superior Court Jury in Los Angeles on June 26 found
make a reasonable return on its investment in the fu- man and chief executive officer of Fireman's Fund that Bendectin did not cause the birth defects of a 14-year-old boy

And last Monday, aUS District Court Jury in Philadelphia foundture, and thus cannot continue to remain licensed " Corp, the insurer's parent
The letter was signed by Bruce P Berthelsen, senior Commenting on Fireman's Fund's decision, William that Bendectin was not defective and that the company was not

vp/Eastern zone executive, who could not be reached B Mather, administrator of risk management at The negligent in manufacturing or testing the drug
for comment Gillette Co in Boston, said "It is a very unfortunate Merrell Dow, a unit of Dow Chemical Co , said the verdicts were

The suddenness of the action surprised the state's situation " The auto insurance market in the state has "consistent with the strong and continually growing scientific evi-
dence that Bendectin does not increase the risk of birth defects "insurance industry The Insurance Department's main been "heavily politicized for many years It's a tug-of-

switchboard was lammed all day Wednesday with calls war between the state and the Industry on rates that Merrell Dow, which made the drug from 1956 to 1983, has won 13
from furious agents and brokers goes on for months " of the 16 Bendectin trials so far, the company said

But a representative from Fireman's Fund said the Massachusetts' mandatory auto liability insurance Merrell Dow's primary product liability insurance was written by
decision was far from rash "We had been think- and controlled rates "removes a lot of the normally Dow's Dorinco Reinsurance Co , excess insurance was placed pri-
ing about it for a long time," said a spokeswoman "We competitive nature between the insurance companies," marily with Lloyd's of London underwriters
were experiencing heavy losses in auto " Fireman's he explained Add to that the state's poor law enforce-
Fund last year was assessed about $26 million by the ment and reckless drivers and the result is a very Safety board investigates crashstate's assigned risk auto plan, she said problematic system, Mr Mather said

Most agents in the state expressed both surprise and Competitive rating was attempted about eight years BOSTON-The National Transportation Safety Board is inves-
dismay at the news ago, Mr Mather recalled But when some rate in- tigating the June 26 crash of a Piper Seneca cargo plane that

killed its pilot and inJured three others"We're facing huge errors and omissions exposures creases were extremely high, there was a "tremendous
The crash, which also destroyed three houses and four cars,here," said Frederick J England Jr , president of ISU/ outcry" from the public to return to i ate regulation,

Hastings-Tapley Insurance Agency Inc Mr England is and the competitive rating system was rescinded caused at least $2 million in damage, said a Boston Police Depart-
concerned that some policies the agency thought were If Fireman's Fund succeeds in leaving the state, the ment spokesman
renewed may not be renewed Of Hastings-Tapley's result could be severe Lawrence, Mass -based Cash Air, the plane's owner and operator,
$70 million in annual premium volume, about $2 5 "The companies that are left can't pick up the was insured by the New York-based United States Aircraft Insur-
million is placed with Fireman s Fund slack," said Richard A Grant, vp at Mahoney & ance Group, according to market reports Spokesmen for Cash Air

Although Mi England noted there appeared to be a Wright Insurance Agencies, an ,agency that was and USAIG could not be reached for comment

high turnover in Fireman's Fund's personnel in recent dropped by Firem;an's Fund last year "How many
years, Hastings-Tapley had no indication in the last cars can they write?" Retiree health bill introduced
several weeks the insurer was considering a pullout "The effects of this (pullout) are tremendously dra-

WASHINGTON-Legislation that would allow employeis to pre-"We were unaware that this was even contem- matic," Mr Kilmain said "Foi them to take this
plated," said John D Riley, senior vp of Fred S James step is obviously part of a dommo effect " fund retiree health care benefits on a tax-favored basis was intro-

duced in Congress last week by Reps Rod Chandler, R-Wash, and& Co of New England "It took everyone by surprise- "We (Massachusetts) can't afford to have another
Ronnie G Flippo, D-Alaeven their employees They're as devastated by the Peerless," he added

The bill would allow employers to establish for each employee anews as the producers are " While commercial liability and property insurance
While James has never placed a great deal of per- probably will not be a problem to place with other voluntary retiree health plan account, which would accumulate

tax-free interest until funds are dispersed for health care when ansonal auto insurance with Fireman's Fund, Mr Riley insurers, auto coverage will be difficult "Insurers are
said local and regional agents will be sadly affected by not willing at all to write what they have, let alone employee retires at age 65 (BI, May 4)
the pullout pick up the slack in auto," he said Under the bill, H R 2860, employeis could contribute annually

on a tax-deductible basis the lesser of $1,500 or 25% of an em-"We feel comfortable that we can replace the busi- Liberty Mutual lS concerned that othei insurance
ployee's compensation for employees up to age 50 The maxi-ness," said Mr Riley, referring to the corporate ac- companies, when they have to absorb these new poli-

counts formerly placed with Fireman's Fund cyholders and additional losses, may also withdraw," mum contribution would be $1,750 for employees age 50-55, $2,000
for employees age 55-60 and $2,250 for employees age 60-65 TheseThe Massachusetts chapters of the National Assn of said a statement from Liberty Mutual Insurance Co
limits would be indexed to the Consumer Price IndexProfessional Insurance Agents and the Independent In- If more insurers withdraw from Massachusetts, re-

The VRHP accounts would be sublect to the same five-year orsurance Agents of America echoed the agents' reac- ducing the number of insurers supporting CAR, "some-
tion body lS going to have to respond It's a very dangerous seven-year pension plan vesting schedules that will be effective in

1989 under the Tax Reform Act of 1986 A vested VRHP account"We were surprised, although if one were comparing situation," said Mr Martin of The Hartford
insurers, (Fireman's Fund) would be a prime company Several industry representatives remarked that word would be portable to a new employei
to do this," said William H Kilmain, executive direc- is circulating in the state that at least three other
tor of the IIAA of Massachusetts Fireman's Fund had major insurers are considering a similar pullout, how- Briefly noted
"expressed great dismay" about auto insurance rates ever, they declined to name the companies
in the state Maior insurers contacted by Bus;ness Insurance said The Illinois House unanimously passed a bill that would encour-

"We had no indication that this would happen," said they were not considering leaving Massachusetts, in- age formation of captives and regulate risk retention and pur-
Donna M McKenna, executive assistant at the PIA of cluding Liberty Mutual, Continental Insurance Co , chasing groups in the state Gov James R Thompson lS expected

to sign the bill this week (BI, June 29) The liquidators of Men-Massachusetts "We're concerned that there was no USF&G Corp , Nationwide Insurance Co, Hartford
tor Insurance Ltd. are appealing against arguments contained in aprior notice given to agents " and Metropolitan Property & Liability Insurance Co
Bermuda Supreme Court ]udgment handed down in April, evenMr Kilmain noted the insurer had "excellent legal However, a Kemper Corp spokesman, when pressed
though the Judgment went in their favor and against reinsurer Pin-counsel" through the Boston firm of Finnegan & Un- for an answer on whether Kemper was considering
nacle Reinsurance Co Ltd Pinnacle also is appealing The appeal isderwood, which is "very well-versed in the politics of leaving the state, said the insurer is making a "strong
scheduled to be heard starting July 13 (BI, May 4) CorporateMassachusetts and the insurance politics of Massachu- effort" to reform the system He added "The situation

setts " in Massachusetts is a very fluid one We are contin- Officers & Directors Assurance Ltd., a Bermuda-based D&0 in-
He added, "They have a very good case on all points ually examining all our options there " surer conceived by Johnson & Higgins and Chase Manhattan Bank,

raised " Bill Gibson, vp and director of government affairs at is changing managers CODA, formed in October 1986 and cur-
Insurei s had requested a 37% rate increase for pri- Continental Insurance Cos in New Yoik, said good rently managed by J&H Ltd , will become a client of ACE Manage-

vate passenger auto insurance in 1987, but Commis- business will be picked up by Continental and other ment Co Ltd, a new management subsidiary being formed by
ACE Ltd, the Cayman-based holding company for ACE Insur-sioner Hiam last month approved only an 89% rate insurers, while the poorer risks will "have a hard time

increase retroactive to Jan 1 finding a market " ance Ltd The management change will occur on or before Oct 1,
An appeal by the Massachusetts Automobile Rating Mr Gibson said he does not expect the withdrawal when CODA's contract with J&H expires ACE underwrites

Bureau on behalf of its member insurers, including to have a significant impact on the overall maiket's CODA policies and many of CODA's 53 shareholders are ACE
shareholders Vishwa Shah, a Nepalese citizen living in NewFireman's Fund, is pending with the Massachusetts pricing or capacity because Fireman's Fund did not

Supreme Court have a large share of the business York, pleaded no contest June 17 to six wire fraud charges stem-
ming from a loan application that used fraudulent collateral"Something has to be done about the insurance eli- By and large, as a commercial insurance market-
guaranteed by Cambridge General Insurance Co of the Turks &mate in this state," Mr Kilmain said, citing in addition place, Massachusetts is "as attractive, or difficult,
Caicos Islands (BI, Jan 19) The Texas Legislature is consid-to "grossly inadequate" auto rates insufficient workers as any other place," he said "The real problem is per-

compensation insurance rates and a poor processing sonal lines, and specifically auto " ering a bill that calls for a temporary 6% sales tax on premiums
system for filing rates and forms The Insurance Department minimized the possibility written by commercial and personal lines insurers and health

The problem of Inadequate auto insurance rates is of an exodus maintenance organizations in the state St Louis-based Mon-
compounded in the state's Commonwealth Auto Rein- But in a state where compulsory auto insurance has santo Co will not have to pay a $108 million award to the
surer, or CAR, a reinsurance pool for substandard auto been in effect since 1927, many agencies and insurers family of a former plant worker exposed to benzene following a
r.sks in which all insurers writing auto insurance must have gotten fat because of Massachusetts' auto regula- federal court ludge's decision to grant a new trial in the case (BI,
paiticipate Any deficit in the pool is assessed partici- tions, Mr Grant of Mahoney & Wright Dec 22, 1986) Legislation establishing new regulations for the
pating insurers based on their market share So maybe now the chickens are coming home to Insurance Exchange of the Americas became law last week

without Florida Gov Bob Martinez' signature The IEA, which shutCAR operated at a $550 million deficit last year, and roost," he said "Maybe now it's payback time "
down in February due to reinsurance losses, hopes to reopen onthe auto insurance industry in Massachusetts last year .

only generated $1 8 billion in premiums, said Frank Assoczate Editor Judy Greenwatd zn New York con- Sept 1, writing only surplus lines business (BI, June 22)
Mancini, director of government affairs at the IIAA of tnbuted to thts report



NAIC position petition by affording larger insur- operation of the insurance industry
ers a competitive advantage, re- to years of uncertainty and insta-

Transamerica stock zooms
Continued from page 2 ducing over time the number of bility due to the potential for

{%gfrY;r{Tuocnwoeorverylylei Ssrers in the market," the paper costly litigation and confli72;16 Cy;etsoecrltnpuorI%1;Ztaf dicial interpretations,
financial briefs

counted Once insureis became State insurance regulators and predicts a possible takeover attempt

aware that many of their competi- legislators already have offered the Those litigation costs may place The stock rose from $34 88 pei

tors had met tneir price discounts best available solutions to a hai d smaller insurers at a disadvantage, share on the New York Stock Ex- possible Transamerica Corp take-
and that returns were madequate, maiket, according to the NAIC the NAIC warns change on June 11 to a new high of over But Mr Liss agieed that part

they began to Increase prices, can- • Helping frustrated insurance Alsc, the NAIC predicts that vol- $42 88 on June 26, before dropping of the reason for the activity was
cel policies and refuse to provide buyers find coverage by establish- untary Joint underwriting pro- back to $40 50 on July 1 the investor pi esentations

coverages on many risks " ing voluntary market assistance grams, pooling arrangements and On June 26, more than 1 43 mil- Analyst Samuel J Weinhoff, first

The unpredictability of the civil plans and mandatory ioint under- market assistance programs could lion shares of Transamerica stock vp of Shearson Lehman Bros in
justice system also fueled the hard writing associations be jeopardized if McCarran-Fergu- were traded, while mole than New York, commented, "It sure
market cycle, tne NAIC notes • Changing tort laws and insur- son were repealed 900,000 shares traded on July 1 On looks like someone is tlying to ac-

Competition already "truly ance regulations, including "new In addition, "Whether intention- an average day, between 150,000 cumulate a big position in the com-
exists," Edward J Muhl, Maryland reporting requirements on claims ally or inadvertentlv, repeal or and 250,000 shares are traded, said pany "
Insurance commissioner and NAIC data and various pricing restric- modification of the McCarran an- a company spokesman
president, said last week at the tions to moderate the cyclical titrust immunity ultimately prom-

He attributed the rise in the PICO settlement
press confeience at which the swings " ises tne establishment of a sub- price of Transamerica stock to a
NAIC released its paper "We have found a lot of solutions stantial federal insurance series of presentations made by the Physicians Insurance Co of Ohio

The "alarm is being soinded for to individual problems through the regulatory role due to the creation company to potential investors in policyholders will pay an annual
the wrong reasons," he said states," Mr Muhl pointed out of an insurance regulatory vac- New York, Los Angeles, Boston, $7,200 premium suieharge for

Some critics of McCarran-Fer- Some critics of the act also haie uum," the NAIC warns London and Tokyo The meetings three years under a settlement be-

guson incorrectly believe that in- urged that McCarran-Ferguson be "It appears that any of the con- ended June 11 tween the insurer and the Ohio In-

surers colluded to manufacture re- totally repealed, claiming that ef- templated changes in existing law "There was some press following surance Department in a dispute

s trictions and increase prices, the fective state regulation still is pos- would interlect the Federal Trade the presentations and a number of over the adequacy of medical mal-
NAIC says in its paper sible under existing legal prece- Commission as well as the Justice analysts issued new recommenda- practice reserves

But the state regulators argue dents, like the State Action Department Into Insurer activity," tions and started pushing Transa- The department said its Dec 31,

that allegaticn has never been de- Doctrine, the NAIC notes the NAIC says merica stock," the spokesman said 1985, triennial examination of the

monstiated "What we demon- That doctrine allows a business The partial substitution of fed- "The analysts said that our stock Pickerington, Ohio-based insurer
strated was massive stupidity (on being sued for an antitrust viola- eral for state insurance regulation

was undervalued and should be in concluded loss reserves were defi-

the part of the industry) and the tion to defend ltS actions by claim- would deprive insurance buyers of the $40 to $50 range " cient by $59 million, while PICO

need for regulation," asserted New ing that its conduct is exempt frcm local responsiveness to consumer The spokesman acknowledged reported a $22 million surplus

iork Insurance Superintendent federal antitrust laws because complaints and local innovations the takeover rumors, but empha- The surcharge on 5,000 policy-

James P Ccrcoran at the press those actions were compelled or re- to help resolve them, the NAIC sized "We have held no discus- holders will strengthen reserves by
conference quired by the states adds

sions ' about $36 million

Even if inSLrers were guilty of But, Congress appears unlikely The NAIC contends that the an- Financial analyst Samuel G In addition, PICO's capital im-

such misconduct, they would not to repeal the entire McCarran-Fer- titrust exemption granted by Liss, vp of Salomon Brothers Inc mediately will be increased aboutbe protected by McCarran-Fergu- guson Act, which "would have McCarran-Ferguson "is necessary in New York, said, "There have $4 million by restructuring execu-son, because those actions would placed regulatory action as well as and appropriate due to the unique been a series of rumors golng on tlve compensation and certain re-
still violate the federal Sherman Insurance industry activities Into nature of the insurance industry " around the trading floor" about a insurance contracts
Antitrust Act and state antitrust total chaos and confusion, subject Unlike other industries, insur-

aws as well as provisions in state to years of future court interpreta- ance involves a buyer paying a pre- Illinois HMO bill
nsurance codes, the regulators tions," the NAIC says mium in the present in return for

point out in their paper Still, current proposals to sub- an insurer's promise to pay in the Continued front page J
The NAIC also notes that while stantially modify McCarran-Fer- future Consequently, state regula- If enacted, the bill also would benefit Illinois employers, according to

oint data cjllection, interpreta- guson would cause problems lie- tors are "extremely concerned" Pamela Mitroff, manager of health care cost management for the Illinois
non and dissemination gives insur- cause they eliminate the antitrust with the solvency of insurers State Chamber of Commerce in Chicago

ers actuarially reliable information exemption while specifically auth- In addition, the 111 effects of in- "The biggest thing lS that for many employers, shopping for alternative

on which to base rates, insurers set orizing certain Joint actions surer insolvencies would fall on delivery systems is still new, and it's very difficult to sort out which
Their rates independently deemed necessary or beneficial, the policyholders, not solely on stock_ HMOs are quality plans The hold harmless requirement and the guaranty

"Too strir.gent restrictions on NAIC says holders as an insolvency in other fund remove, to a certain degree, the questions employers have" about the
sharing Information necessary to Such legislation, if enacted, industries would, David Thorn_ consequences of an HMO failure," she said
formulate rates would impair corn- would "subject the regulation and berr>, a member of the Texas The HMO industry worked closely with the Legislature on the bill and

Board of Insurance in Texas, hopes that "the insurance department is rigorous in enforcing the finan-
cial requirements in the bill to prevent HMOs from having to go intopointed out last week

instiranceservices guide
Furthermore, other regulated in_ liquidation and insolvency" and to prevent assessments of HMOs by the

dustries also have partial antitrust guaranty fund, said Barry Averill, president of the Illinois Assn of HMOs
exemptions, he said and president of Michael Reese Health Plan HMO in Chicago

"It should be emphasized that Under the bill, the HMO guaranty fund would operate on a post-insol-
the insurance industry has only a vency assessment basis HMOs would be assessed only after an HMO is
limited exemption from the anti- declared insolvent

DENTAL CLAIMS REVIEW TOXIC CHEMICALS trust laws," the NAIC stresses Assessments against each HMO would be made based on each HMO's
UNDERWRITING PUNNING HAZARD IDENTIFICATION

& PROCEDURES ENVIRONMENTAL IMPACT
"Under McCarran, actions are pro_ enrollment income earned in the year preceding the assessment in propor-

Sidney 0 Gault OOS INVESTIGATION AND EXPERT TESTIMONY tected from antitrust attack only if tion to the enrollment income earned by all HMOs in that year HMOs'
1100 West Northwest Highway

Mt Drospect IL 60056 HAROLD I. ZEUGER, PhD. the activity constitutes the 'bum- annual assessments would be capped at 2% of their enrollment income in
1312) 392-4890 CHEMICAL & ENVIRONMENTAL SERVICES ness of insurance' and only to the the year preceding the assessment

Member Ame Assoc Dental Consiltants 18 Spring Hill Terrace extent that it is 'regulated by state However, if the fund determines that an HMO may have difficulty
Certified by Illinois Dental Socle·y Spr,ng Valley, NY 10977

Corporate Donsultant 14 Years (914) 356-9448
law ' " The NAIC added courts meeting its contractual obligations as a result of paying its assessment,
have interpreted the antitrust ex- the fund can abate or defer part or all of the HMO's assessment
emption narrowly "Since the assessment is after the fact, there's no way to budget

ENVIRONMENTAL CLAIM AUDITS The NAIC opposes totally ex- for it and that's what makes HMOs nervous," Mr Averill noted
& empting insurers from antitrust The board of directors of the fund would consist of a minimum of five

RISK ASSESSMENTS law, which was suggested in the members and a maximum of nine members selected by all HMOs The
RISKMASTER ACTUARIAL CONSULTING original McCarran proposal, the insurance commissioner would have final approval of the membership
SOFTWARE Financial Evaluation of Environmental Losses group points out The guaranty fund would retroactively cover all insolvencies in 1987,

The business of insurance is said Arnold Dutcher, deputy director of insurance
TILLER CONSULTING GROUP INC. competitive under the current reg- The maximum liability of the guaranty fund for HMOs that became

GENERAL CLAIMS
2833 N Geyer Road /St Loum. MO 63131 3320 314/67 7430 ulatory system given the number of insolvent prior to July 1, 1987, would be $300,000

WORKER'S COMP competitors and the ease of entry So far this year, only Chicagocare Inc of Oak Brook, Ill has been

VEHICLE ACCIDENTS HEALTH CLAIMS
into the industry, the NAIC says declared insolvent The HMO had 4,000 enrollees and about $1 million in

"Although a particular type of unpaid medical claims (BI, June 15)
CHECK WRITING COMPUTER SYSTEM coverage may have limited sellers The bill also would increase the initial net worth requirement for 11-

FOR: PC/MINI/MAINF , at a given point in time, the num- censure to $2 million from $600,000 All HMOs licensed after the bill

(313) 261-4440
FOR IBM PC XT/ AT ber of potential sellers is several takes effect would be required to maintain a net worth of $1 5 million

thousand," it explains HMOs licensed between Jan 1, 1986 and the effective date of S B

Eligibility & Benefits Calc., According to Bill Rothbard, 1115 would be required to maintain a contingent reserve equal to 5% of
ONSITE TRAINING

Checks, EOB's, Correspor- counsel to the Antitrust Monopo_ net earned enrollment revenue for the first year in which they were li-ONGOING SUPPORT dence, Provider Utilization Re- listic and Business Rights Subcom_ censed In subsequent years, the HMOs would have to add amounts toviews, & More. Ideal For Self In- mittee of the Senate Judiciary their reserve equal to 2% of enrollment revenues
Committee, at least 20 organiza- HMOs licensed on or before Dec 31, 1985, would be required to

sured's & TPA's Single and tions have gone on record favoring maintain the net worth and special contingent reserve that was re-
Multi-User Versions Available repeal of the antitrust exemption quired at the time they were licensed But beginning Dec 31, 1988, these

1 INSTALLATIONS COAST TO COAST Those organizations include the HMOs must maintain a net worth of at least $300,000 and a contingent

Tillirr#tast ALL FUNCTIONS AND STATE FORMS National Conference of State Leg_ reserve calculated by the same formula that HMOs licensed between Jan
islators, the Nationa. Assn of At_ 1,1986, and the effective date of the law must follow

Insurance Software torneys General, the American In addition, all HMOs would be required to deposit cash or securi-
Bankers Assn, the Small Business ties equal to $100,000 with the insurance department for the protec-

INSTALLED IN OVER
Packages, Inc. Legislative Council, the American tion of enrollees, the bill says This amount would remain as an admit-

5118 NORTH 56™ STREET
32 STATES & CANADA

Physicians & Surgeons, the Amen-
ted asset of the HMO

TAMPA, FLORIDA 33610 can Nurses Assn, the AFL-CIO, Along with those financial requirements, the bill also would require
(813) 621-6069 (FL) the American Assn of Retired Per- hold-harmless agreements in contracts between HMOs and hospitals to
(800) 237-8133 (U.S.) sons, the National Insurance Con- prohibit hospitals from collecting unpaid claims from enrollees

sumers Organization and the Con- "Because the hold-harmless agreements will put the hospitals at a con-
sumers Union siderable financial risk, I hope they will be more selective about who they

For adverbsing information in the JNSURANCE SERVICES GUIDE
. contract with This is kind of a stamp of approval that a hospital has

Contact: Margaret Hikido. 740 N. Rush Street. Chicago, minols 60611
Associate Editor Deborah Sha- really checked out an HMO," said Ms Mitroff

Telephone (312) 649-5340
lountz also contnbuted to thts re- SB 1115 also would establish a formal procedure for the Insurance
port Department to handle grievances by both enrollees and physicians .
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Management ownership in property/casualty insurers
(As of March 31)

Shares held Percentage
Shares by directors/ of shares

Company outstanding officers outstanding Notes

Aetna Life & Casualty Co 113,144,692 178,954 02% Excludes 697,897 shares subject to stock options, excludes shared voting and investment powers with
respect to 584,920 shares

American General Corp 130,175,225 3,042,555 23 Excludes warrants to purchase 196 shares, excludes 356,561 shares subject to stock options
American International Group Inc 1 163,268,015 11,875,924 7.3 Includes 305,678 shares subject to stock options
Chubb Corp 38,864,135 1,076,708 28 Includes 17,231 shares subject to stock options
CIGNA Corp 78,653,737 318,528 04 Includes 194,544 shares subject to stock options
Commercial Credit Corp 51,680,916 457,483 09 Includes shares representing payment of directors' fees, the receipt of which has been deferred, excludes

5,386,442 shares subject to stock options
Continental Corp 61,289,624 1,127,801 44, 1.8 Includes 7,272 shares sublect to stock options
Fireman's Fund Corp 66,272,249 2,116,654 32 Includes warrants to purchase 1,700,000 shares, includes 648,551 shares subject to stock options,

excludes 1,030,000 shares subject to stock options
General Re Corp 102,823,524 78,272 0.1 Excludes shares subject to stock options
Lincoln National Corp 44,332,739 464,812 10 Includes 58,286 shares subject to stock options
NAC Re Corp 7,230,331 1,099,214 152 Includes 3,200 shares subject to stock options
Nobel Insurance Ltd 5,006,875 951,324 190 Includes warrants to purchase 99,110 shares, includes 52,500 shares subject to stock options
Ohio Casualty Corp 22,618,802 2,724,078 120 Includes right to subscribe to 46,800 shares
SAFECO Corp 33,771,465 2,963,202 88 Includes 19,385 shares subject to stock options
The St Paul Cos Inc 46,278,101 214,578 05 Includes 108,434 shares subject to stock options
Travelers Corp 99,787,949 783,246 08 Includes 521,103 shares subject to stock options
USF&G Corp 69,482,351 450,903 06 Includes 284,543 shares subject to stock options

Management ownership In C V Starr & Co Inc and Starr International Co Inc which in turn Own AIG stock, would ra,se management ownership to approximately 30% Chad Amy Palmer

Management ownership improves results
By MYRON M. PICOULT In the case of two smaller companies, NAC Re Corp of of directors electing current receipt of compensation, a por-

Special to Business Insurance Greenwich, Conn, and Nobel Insurance Ltd of Bermuda, the tion is paid in cash to approximate the current tax liability
management teams also own a meaningful part of the action incurred by the director, with the rest paid in stock

MORE OFTEN THAN NOT, it can be shown that when a A second tier of companies would include American Gen- We have recently seen several publicly traded insurance
management team owns a meaningful stake in a com- eral Corp of Baltimore, Chubb Corp of Warren, NJ, Conti- companies-including The Home Group Inc of New York,

pany, the company's operating results are better than indus- nental Corp of New York, and Fireman's Fund Corp of No- SAFECO Corp , Fireman's Fund Corp and General Re Corp
tiy averages vato, Calif of Stamford, Conn -announce and implement stock buy-

That lS because owners and managers have different per- For the most part, there has been a significant decline back programs Such programs were traditionally considered
spectives in management ownership among the other major prop- anathemas in this Industry

As shown in the accompanying chait, the  erty/casualty insurers Stock buy-back programs send two important messages
management teams of most property/ca- E888EEM'E888888 We recognize that the amount of stock owned by a com- First, the buy-back program telegraphs a message to inves-
Sualty insurance companies own a relati- pany's management may not be a true test The amount of tors that the company's management believes its stock lS
vely minor stake in their companies, using - , stock ownership relative to the individual personal wealth cheap and lS putting ltS money where ltS mouth is
stock ownership as a benchmark also should be considered Second, the program indicates that some managements are

The data base was compiled from recent In general, however, the percent of stock owneiship is a not willing to squander excess capital foolishly in the prop-
proxy material 7=5 i good starting point erty/casualty insurance marketplace

However, there are several notable ex- :Illiifil.... More executive compensation should be tied to "perfor- After all is said and done, meaningful management owner-
ceptions including American Interna- mance stock" and more options should be granted to a mean- ship of stock is a relatively good indicator of how serious
tional Group Inc of New York, Ohio Ca- A ingful portion of corporate officials We are not demanding management teams are about making the right decisions As
sualty Corp of Hamilton, Ohio, and Mr. Picoult employee stock ownership plans, but we still want to see top investors, we always want to know "who lS minding the
SAFECO Corp of Seattle managements own a meaningful amount of stock in their store?" .

And, lt should be noted that if one were company
to include AIG management ownership in Starr International Likewise, more insurance companies should follow the ex-
Co Inc and C V Starr & Co Inc, which in turn both own ample of Commercial Credit Corp of Irving, Texas, which Myron M Pzcoult vs senior up and senzor znsurance analyst
AIG stock, AIG's management ownership interest would in- compensates its directors in common stock with Oppenhezmer & Co rn New York He zs the past
crease to almost 30% In the case of directors electing deferred receipt of com- president of the Assn of Insurance & Fznanczal Analysts and

This figure dwarfs all other companies pensation, they are paid entirely in common stock In the case a member of the New York Soczety Of Secunty Analysts

/ Bl Insurance Index
B Industry Stock Report July 2, 1987 6/26/87 thru 7/2/87

f SOO

525

T 320

Brokers Price % Chg P/E $ Div % Yld High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) 1 :515
510

Falrmont Finl Inc APEX 17 63 00 99 000 00 0.00 0.00 00

Alexander & Alexander Svcs NYSE 25.25 -1 9 30 1 1.00 4 0 26.13 25.25 598 7 Flreman Fd Corp NYSE 35.75 -1 4 12 3 0.40 1 1 36.38 35.75 634 5 505

Baldwin & lyons Inc OTC 2000 00 84 020 10 20.00 20.00 0 0 Fremont Gen Corp OTC 1588 -45 00 060 38 16 SO 15.63 291 9 1, :00
Corroon & Black Corp NYSE 29.50 -1 7 13 7 0.84 2 8 30.13 29.50 86 1 Great West Llfe Assurn Co OTC 700.00 0 0 14 4 18.00 2 6 0 00 0.00 00

Gallagher Arthur J & Co OTC 20.00 -2 4 15 4 0.40 2 0 20.75 20.00 33 1 Home Group Inc AMEX 19.88 -3 0 51 020 10 20.50 19.75 248 0 & I 495
Hall Frank B & Co Inc NYSE 12.75 00 00 000 00 13.00 12.75 50 4 1. 490

Hanover Ins Co OTC 3175 -23 76 036 11 32.50 31.75 565 8

Marsh & Mclennan Cos Inc NYSE 62.00 -0 8 16 9 2.40 3 9 63.75 62.00 637 0 Harleysvflle Group Inc OTC 1625 -30 51 040 25 17.00 16.25 20 9 P . -6
Hartford Steam Boiler Insptn OTC 30.25 0 8 13 2 1.00 3 3 30.75 30.00 133 2Poe & Assoc Inc OTC 12.25 0 0 15 5 0.40 3 3 12.25 12.25 41

.....
Kans City Life Ins OTC 28.50 0 0 11 0 0.96 3 4 28.50 28 50 15 0

4480

AGENTS/BROKERS AVERAGE 15 2 31 Kemper Corp OTC 31.00 -1 6 10 7 0.60 1 9 31.00 30.75 554 8 175

Liberty Corp S C NYSE 39.25 -0 3 14 1 0.72 1 8 39.38 39.00 58

Conglomerates & Holding Cos Lincoln Natl Corp Ind NYSE 51.25 -0 2 10 8 2.16 4 2 52.00 51.25 178 5 i
Mission Ins Group Inc PAC 150 00 00 000 00 4.38 0.69 40

Monumental Corp OTC 55.63 0 0 18 8 0.00 0 0 55.63 55.63 11 I. 400
Berkley W R Corp OTC 2650 00 90 028 11 26.50 26.25 172 0 Nac Re Oorp OTC 2450 -39 322 000 00 25.50 24.50 167 7

Berkshire Hathaway Inc Del OTC 3450.00 -0 9 114 5 0.00 0 0 3480.00 3450.00 04
/4 155

.8

CIGNA Corp NYSE 63.50 -0 8 91 280 44 64.13 63.38 720 2 Nobel Ins Ltd OTC 13.25 -4 5 10 0 0.37 2 8 13.50 13.25 26 4 I. 150
ET

ONA Finl Corp (CNA) NYSE 51 75 -50 118 000 00 53.75 51.75 311 8 Northwestern Natl Life Ins OTC 2738 09 78 096 35 27.75 27.25 462 1 B Yes<my# 11
General Re Corp NYSE 54 38 -1 6 16 7 1 00 1 8 54 38 54.00 1,027 6 0hlo Cas Corp OTC 4400 -3 8 125 168 38 44.75 44.00 512 9

Old Rep Intl Corp OTC 30.00 0 0 10 7 0.80 2 7 30.63 30.00 356 2

ITT (Hartford Group) NYSE 58.00 -2 3 14 9 1.00 1 7 59.38 58 00 1,767 2 Orlon Cap Corp NYSE 22 13 -1 7 00 076 34 22.50 22.00 272 9 4" -,

Sears Roebuck & Co (Allstate) NYSE 50.38 -2 7 13.1 2.00 4 0 51.88 50.38 2.758 1

Transamerica Corp (Occidental) NYSE 40 50 22 91 176 43 42 88* 40.38 3,638 7 Protective Corp OTC 13.88 0 9 11 3 0.70 5 0 14.00 13 88 127 6 Insurance stocks faltered last week as the Bus,-
Provldent Life & Acc Ins Co OTC 20.25 3 8 11 2 0.84 4 1 70.25 19.50 1,004 4

CONGLOMERATES/HOLDING COS AVERAGE 63 4 02 Reliance Group Hldgs Inc NYSE 1050 24 117 016 15 10.50 10.25 167 7 ness /nsurance stock index lost 1 point, falling
St Paul Cos Inc OTC 4550 -47 105 176 39 47.00 45.50 575 1 to 480.0 on July 1 from 4810 on June 25 Flf-
SAFECO Oorp OTC 31 00 -3 1 11 5 0.96 3 1 31.75 31.00 573 2

Insurers teen issues rose, while 34 stocks declined and
Scor U S Corp OTC 14.00 3 7 16 7 0.00 0 0 14.00 13.25 141 0

16 were unchanged The largest gains were re-Acceptance Ins Hldgs Inc OTC 1050 00 58 000 00 10.50 10.25 65 3 Selbels Bruce Group Inc OTC 1550 00 969 080 52 15.50 14.75 97 0

Aetna Llfe & Cas Co NYSE 60 00 11 92 276 46 60.00 59.38 2,439 1 Selective Ins Group Inc OTC 26.00 0 0 10 0 0.92 3 5 26.00 25.63 61 5 ported by. Crown Life Insurance Co., up 200%,
American General Corp NYSE 40 00 -0 6 10 7 1 25 3 1 40.00 39.63 1,067 4 Statesman Group Inc OTC 488 -13 00 005 10 4.94 4.88 105 9

Amern Heritage Life Invt Co NYSE 32 50 -1 5 16 4 0 96 3 0 33.50 32 00 76 9 Toklo Martne & Fire Ins Co OTC 73.75 0 0 82 9 0.17 0 2 73.75 73.75 67 Washington National Corp., up 99%, Avemco
American Indty Flnl Corp OTC 1500 71 00 112 75 15.00 14.25 21 1 Corp, up 78%; and American Indemni

Torchmark Corp NYSE 28 75 18 103 1 20 42 28.75 28.00 630 5 ty Finan-
American Intl Group Inc NYSE 71.00 -1 6 15 6 0.25 0 4 71 SO 70 88 1,174 5 Travelers Torp NYSE 44.75 -3 0 96 228 51 45.75 44.75 1,264 0 cial Corp., up 7.1% The largest losses were
Aneco Relns Ltd OTC 275 00 00 000 00 2.75 2.75 16 2 Trenwlck Group Inc OTC 1400 00 237 000 00 14.75 14.00 63 8

Avemco Corp NYSE 24 13 78 17 5 028 12 25.00 23.13 213 4 United Flre & Cas Co OTC 3025 -16 96 096 32 31.00 30.25 23 7 posted by. Tokto Marine & Fire Insurance Ltd,
Business Mens Assurn Co Amer OTC 38.75 58 00 110 28 38 75* 38.13 487 1 United States Fld & Gty Co NYSE 37.88 -3 8 91 248 65 39.13 37.88 1,393 9 down 6.3%; The St. Paul Cos. Inc, down 47%,
Chubb Corp NYSE 62.25 08 98 168 27 62.25 61.00 582 7

Unum Corp NYSE 24.00 05 00 040 17 24.00 23.88 259 5 Fremont General Corp., down 4.5%; Nobel In-
Aon Corp NYSE 25 75 -28 91 120 47 26 50 25 75* 444 8 Uslife Corp NYSE 38.00 -4 1 97 120 32 38.63 37.25 82 5 surance Ltd., down 45%, and USLIFE Corp ,
Continental Corp NYSE 44.38 -2 2 10 1 2.60 5 9 45.13 44.00 296 4 Wasnington Natl Corp NYSE 2925 99 151 108 37 29.25 26.38 79 9

Crown Life Ins Co OTC 270.00 20 0 93 640 24 270.00 200 00* 0 4 Zenith Natl Ins Corp OTC 20.75 -1 2 12 0 0.80 3 9 20.75 20.75 69 4 down 41%. The 8/ index fell 02%, while the
rnscarsr Inc OTC 33.75 0 0 19 9 0.92 2 7 33.75 33.38 49

OTC 45.00 -2 2 14 2 1.20 2 7 45.88 45.00 535 3 INSURANCE COMPANIES AVERAGE 12 1 27 major market averages fared much worse The
NYSE composite and the Dow Jones 30 Indus-

System designl Altman Information Systems trials both fell 1.7%.



HAVING TROUBLE CONTROLLING
YOUR HMOs?

These days, controlling your company's health benefits program can appear to be an overwhelming
responsibility But with the HMO-USA network, sponsored by Blue Cross and Blue Shield Plans,
youre in complete control.

No matter how many HMOs you select, we make it easy to get your program off the ground. Thais
because we're the nations largest HMO network, with more than 90 HMOs nationwide. And we're still
growing. Which means we can respond to the needs of your multi-site employees. Today and tomorrow.

If you're having a difficult time controlling your HMOs, we have lots of ways to help. All you have
to do is push the right buttons: 1-800-4-HMO-USA.

HMO-USA is just one of the many innovative products from the nationk Blue Cross and Blue Shield
Plans designed to help you effectively manage your health benefits program.
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The nationi largest HMO network.
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