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Appointments could tilt
court toward business

By STEPHEN TARNOFF

WASHINGTON-President Reagan's Supreme Court nomina-
tions are raising hopes among some attorneys that the new court will
be more sympathetic to the constitutional rights of businesses.

But other attorneys say the appointments do not portend major
changes in the high court's decisions on business-
related cases.

When the court convenes on the first Monday
of October, conservatives William Rehnquist will
be chief justice of the United States and Antonin
Scalia will be a·new associate justice if their nomi-

nations are confirmed, as expected, by the Senate. *Whether the court's decisions will become more

conservative-and more pro-business-is open to ---
-speculation, because retiring Chief Justice War-

ren Burger is also a conservative, though perhaps
not as ideological as Messrs. Rehnquist or Scalia. Justice Rehnquist

r Moreover, most court observers point out that it
is overly simplistic to equate political or judicial conservatism with a
pro-business philosophy.

Nonetheless, some attorneys say the new court
 could reconsider issues such as the constitutional-

I ity of punitive damages, uphold new state tort re-
61 form measures and restrict access-or at least not

,Ii,Ii,r 1,Ii,Ii create new access-to federal courts by plaintiffs
 under federal statutes that open business and local

governments to liability.
-lll/lllidl The McCarran-Ferguson Act, which deals with

- state regulation of insurance, and the Jones Act,
 which governs employers' liability for accidents
i ZI suffered by maritime workers, also could be in-

Judge Scalia terpreted differently by a revamped Supreme
Court, attorneys say.

But one business-publishing-may not fare well under the new
court, which some speculate willlimit publishers' protections against
libel suits when Judge Scilia takes his seat. He has ruled against
publishers in several libel suits, including one decision that was re-
cently overturned by the current Supreme Court.

Continued on page 39

update

Guaranty funds seek to join
suit against N.Y. fund

NEW YORK-Twenty-two state
guaranty funds and associations are
asking a New York judge for permis-
sion to join the Ohio Insurance Guar-
anty Assn. and Snyder Tank Corp.
suit challenging the New York Insur-
ance Department's position on cover-
age provided by the state's security
fund.

The New York Property/Casualty
Insurance Security Fund is the

Continued on next page

Employers urge changes
in COBRA health plan rules

By JERRY GEISEL

'We will press legislators
to make changes needed
to make COBRA a more

reasonable law,' says
ERIC's Mr. Ugoretz.

WASHINGTON-Employers are marching to Capi-
tol Hill seeking amendments to a new law requiring
most companies to extend group health benefits to for-
mer employees and widowed and divorced spouses.

The health care provisions in the Consolidated Om-
nibus Budget Reconciliation Act, which were ignored
by most employers as they were passed by Congress
without a single hearing, require companies to add pos-
sibly millions of new participants to their health care
plans (BI, June 2).

Employers are discovering that compliance with
COBRA-which began July 1 for
some companies-could mean
huge increases in administrative
and health care costs.

And, employers charge someprovisions are nothing short of outrageous.
For instance, under COBRA an

employee can work only one day
for a company, quit, pay the for-
mer employer a monthly pre-
mium for dental coverage, use all
available benefits under the plan and then stop paying
the premiums.

Benefits lobbyists concede there's no chance they can
convince Congress to overturn the health benefit pro-
visions in COBRA.

But they say they can successfully lobby legislators to
accept so-called technical corrections that would delete
the onerous provisions and make COBRA conform to
what they believe was Congress' intent: to assure that
employees, spouses or survivors have an opportunity to
purchase reasonably priced group health coverage fol-
lowing a layoff, divorce or death of a spouse.

"There are some totally unreasonable provisions in
COBRA," says Mark Ugoretz, executive director at the

Washington-based ERISA Industry Committee, better
known as ERIC, a benefits lobbying group primarily
representing large employers.

"We will press legislators to make changes needed to
make COBRA a more reasonable law," Mr. Ugoretz
says.

Changes that ERIC has already presented to the
House Ways and Means Health subcommittee include:

• Clearly limiting the benefits that employers must
extend to former employees and spouses to traditional
core medical and hospital benefits, not ancilliary pro-
grams like dental and vision care benefits.

Forcing employers to extend such benefits will in-
flate employers' costs, ERIC says.

"Since ancilliary programs are
generally directed at specific
kinds of medical problems, they
are highly susceptible to adverse
selection and thereby tend to
shift the cost of continuation cov-

erage from the beneficiary to the
employer," ERIC noted.

• Denying extended health
- care coverage to employees who

voluntarily resign.
"Since the purpose of health care continuation provi-

sions is to protect beneficiaries against unexpected loss
of coverage, it is inappropriate to apply the continua-
tion provisions to employees who leave their jobs,"
ERIC said.

• Requiring a minimum service period of at least
one year before an employee or his or her beneficiary
could elect continuation coverage.

Extending coverage to an employee who only
worked for a brief time at a company "seems highly
inappropriate, and the statute may have the effect of
discouraging the coverage of newly hired employees,"
ERIC says.

- Continued on page 34

M&M forming new excess E&0 insurer
By DOUGLAS McLEOD

NEW YORK-Marsh & MeLennan Cos.

nc. and Morgan Guaranty Trust Co. are
irganizing a third offshore insurance facility
:hat will provide excess professional liability
:ovefage to insurance brokers, accountants,
rd<vyers and other professionals.

The new insurer, Associated Professions
Excess Insurance Co. Ltd., known as APEX,
ias been incorporated in Barbados.

A holding company, APEX Ltd., has been
ncorporated in the Cayman Islands.
, Like A.C.E. Insurance Co. Ltd. and X.L.

nsurance Co. Ltd.-two other excess liability
acilities organized by M&M and Morgan
Guaranty-APEX will be capitalized by an
nitial group of sponsor corporations and will
-aise additional funds from other corpora-
ions that later become policyholders.
Twelve corporations, including M&M it-

elf, have so far agreed in principle to be-

come APEX sponsors and have agreed to
contribute $25 million, according to Robert
Clements, president of Marsh & MeLennan
Inc., the brokerage unit of M&M Cos.

Morgan Guaranty also will be a sponsor,
according to Scott Levine, senior vp with the
New York investment banking firm.

The new insurer will need $50 million in
capital to begin operations, Mr. Clements
said.

APEX, intended to write the uppermost
excess layer of professional liability cover-
age, is expected eventually to provide limits
of $50 million excess of at least $50 million in
underlying coverage.

It also may match a lesser amount of un-
derlying coverage with a minimum attach-
ment point of $20 million. For example, if a
company is only able to arrange $20 million
in underlying coverage, APEX would pro-
vide limits of $20 million excess of $20 mil-
lion.

Coverage:
Form:

Target limits:

Sponsor
contribution:

APEX

Professional liability
Claims-made

$50 million excess of
at least $50 million

An amount equal to
first year's premium

However, the limits actually available
through the facility will not exceed 25% of
APEX's capital and unearned premium re-
serves, and these limits will increase gradu-
ally as the facility's capitalization increases,
Mr. Clements said.

Thus, with $50 million in initial capital,
APEX will provide limits of $12.5 million. In
order to reach the intended limit of $50 mil-
lion excess of at least $50 million, APEX will
need $200 million in capital and unearned
premium reserves.

Business leaders urge veto Public entity pools consider
of Illinois tort reform bill

 cdebt' issues to build financesPage 2 Page 3

There will be three types of APEX policy-
holders, Mr. Clements said:

• Sponsors, which buy shares in the hold-
ing company, APEX Ltd., in amounts equal
to their first year's annual premium for the
full $50 million in coverage. Sponsor privi-
leges include representation on APEX Ltd.'s
board of directors and options to buy addi-
tional APEX Ltd. stock.

• Policyholder shareholders, which join
the facility after it has reached its minimum
$50 million capitalization but before total
capital hits the $100 million mark. Although
policyholder shareholders also will buy hold-
ing company shares in amounts equal to their
first year's premium, they will not be repre-

sented on the APEX Ltd. board or be given
stock options.

• Policyholders, which join the facility
after capitalization reaches $100 million and
the private placement of APEX Ltd. shares is

Continued on page 4

More groups form captives
to write D&0 coverage
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update Illinois business leaders urge
Guaranty funds seek to join suit
Cont,nued from page 1 governor to veto tort reform bill
only fund that limits coverage for claims against insolvent insurers
to claims involving incidents occurring in New York (BI, June 16) By CAROL CAIN Missing from the bill, businesses leaders complain,
Other state funds cover claims filed by their residents are outright repeal of the doctrine of Joint and several

The lawsuit, pending in New York Superior Court, involves the SPRINGFIELD, Ill -Business leaders, with the sup- liability, caps on attorneys' contingent fees, limitations
state security fund's refusal to pay a product liability claim filed by port of the insurance industry, are asking Illinois Gov on Jury awards for non-economic damages and punitive
Snyder Tank, a polieyholder of the now insolvent Union Indemnity James R Thompson to veto what they consider an in- damages, adequate recognition of recovenes from other
Insurance Co adequate tort reform bill passed by the state Legislature sources, and new protections for hospitals

The claim is the result of an accident in California involving one last week But, Rep Alan J. Greiman, D-Skokie, who helped
of the Buffalo-based company's fuel tanks They want the governor to call the General Assem- craft the legislation, called it "significant tort change-

Six additions guaranty funds are expected to Join the action before bly, now adjourned, back into special session to recon- very significant," and countered that business lobbyists
a July 24 hearing, said Sam Goldblatt, Buffalo-based counsel for sider the measure are "wrapped up in rhetoric" and "too dumb to see that
Synder Tank "It's not tort reform at all It's a sham," charges Illi- they've won a great victory, a sterling victory "

The New York Insurance Department has asked that the case be nois Chamber of Commerce President Lester W Brann This is one of the few times in this year's drive for
dismissed, stayed or transferred to the liquidation proceedings. Jr, in calling for the bill to be vetoed less than 24 hours tort reform that business leaders have asked a governor

after it was approved by the Legislature
NLC Mutual seeks domicile

to veto reform legislation Earlier this year, business
"Poor legislation such as this is worse than nothing," leaders in Minnesota requested a gubernatorial veto of

contends Arthur Gottschalk, president of the Illinois legislation that was weak on tort reform while creating
WASHINGTON-The National League of Cities is preparing an Manufacturers' Assn, which spearheaded the Illinois a Joint underwriting association The governor signed

application to form a captive in Tennessee after failing last week to Coalition on the Insurance Crisis, a group of businesses the legislation.
gain approval to launch a workers compensation and liability rein- and public entities that lobbied for tort reform to solve Business leaders in Illinois also probably face an up-
surer in Vermont the liability insurance availability and affordability hill battle in persuading Gov. Thompson to veto the

Vermont regulators wanted the proposed captive, NLC Mutual problem nneasure

Insurance Co, to secure a fronting company, but the league refused "Legislators are misleading the public that they
44I don't think a veto is likely. There are too many

because it could not find one at an affordable price, said Donald L solved the problem" with this bill, Mr Gottschalk said issues addressed m the bill that provide some relief,
Jones, special assistant to the league's executive director. "We've been working on something for weeks on said the press secretary to House Speaker Michael J.

The Vermont captive was to begin operations this spring (BI, Feb end. Now we have a bill out there with no impact," Madigan, D-Chicago
10), Mr Jones said Mr Brann said A spokesman for House Minority Leader Lee A

The six pools sponsored by league members that sought reinsur- While the bill provides public entities with new pro- Daniels, R-Elmhurst, said securing a veto would be
ance from the captive secured commercial coverage for their Ju.y 1 tections from liability and alters some targets of tort "tough politically "
renewals reform-such as joint and several liability, punitive Gov Thompson's press secretary would say only that

damages and the collateral source rule-the bill does the governor lS studying the bill. which he has 60 days

Product liability bill opposed not make the sweeping changes the coalition consid- to sign Most of the provisions would take effect 60 days
ered critical to state tort reform Cont:nued on page 38

WASHINGTON-Insurers say they will oppose pending federal
product liability legislation unless an insurance data collection pro-
vision is deleted or amended before a full Senate vote

N.Y. seeks 1

The Alliance of American Insurers, the American Insurance Benefit communication skills
Assn and insurer Crum & Forster say the provision, tacked onto a to liquidate
product liability bill passed last month by the Senate Commerce
Committee (BI, June 30), vests too much authority with the secre-

stressed at B/ conference
tary of commerce Constellation

Under that provision, the commerce secretary would have the Employers must effectively communicate benefit choices to em-
power to collect from insurers all information he or she deems nec- By DOUGLAS McLEOD ployees so that they can make wise health care decisions in light of a
essary about product liability premiums and claims. constantly changing health care environment

"The amendment would empower a single federal bureaucrat to NEW YORK-Constellation Re- But, developing a communication program that will best serve the '
compel the casualty insurance industry to rewrite its data-gathering insurance Co is expected later this needs of employees is not an easy job.
programs," said Les Cheek, vp-federal affairs for Crum & Forster month to answer a state judge's The Business Insurance Employee Benefits Communication Con-

order that lt show cause why it ference, to be held Aug. 3-5 at the Marriott Marquis Hotel in New

Olla to acquire The Preserver should not be liquidated York, is designed to help benefit managers tailor their benefit com-
New York State Supreme Court munications to changes in the health care environment Benefit

NEW YORK-Olla Industries Inc. has signed a letter of intent to Justice Walter M. Schackman is- managers can learn about benefit communication alternatives
buy The Preserver Assurance Co from Preservatrice Fonciere sued the show-cause order June 20 through informative sessions and presentations of communication
TIARD.of Parts for $11 million in cash. at the request of New York Insur- programs developed by other companies

The acquisition is part of Olla's push to establish itself in the rein- ance Superintendent James P. Cor- The conference will open with registration and a cocktail recep-
surance market. Olla will become Re Capital Corp July 10. coran. tion on Sunday evening, Aug. 3

The Preserver, a property/casualty insurer, will be renamed Re- In its 1985 annual statement, The conferences' keynote address on Monday, Aug 4, by John D.
insurance Capital Corp and become the Re Capital flagship. Constellation-a subsidiary of Moynahan, executive vp at Metropolitan Life Insurance Co. in New

The purchase is expected to close within the next few months Santa Fe Southern Pacific Corp.- York, will focus on the changing health care environment and the
depending on regulatory approvals, said Charles Harris, chairman reported a policyholder surplus alternative health care delivery systems now being developed.
and chief executive officer of the Lexington Group Inc., which was deficit of $28 7 mtllion as of Dec 31, Participants will learn about some award-winning communication
instrumental in setting up Re Capital according to court papers filed last programs developed by other employers at a special luncheon hon-

Re Capital will be headquartered in Stamford, Conn. A staff of 16, month by the New York Insurance oring the winners of the 14th annual Employee Benefits Communi-
including three executives formerly with General Re's North Star Department cation Competition. BI Publisher Alfred Malecki will present the
Reinsurance Corp, is already in place, he said (BI, June 16) As reported earlier, the New awards at the luncheon on Monday

In a related matter, Olla is planning a private stock offering that it York department had been review- Other features of this year's conference include
hopes will raise an additional $18 million for its push into the rein- ing a plan submitted by Constella- • Panel discussions highlighting suggestions for effective com-
surance market If successful, the offering would bring to $43 mil- tion and its parent to correct the in- munication and specific examples of communication programs.
lion the capital Olla has raised The bulk of that will be put into solvency (BI, April 7). • Three informal case study sessions.
Reinsurance Capital, Mr Harris indicated. However, the Insurance Depart- • Task force sessions dealing with specific communication prob-

Briefly noted
ment later found the rescue plan lems Participants can attend any one of six sessions in which they
unacceptable after the plan's initial can discuss and evaluate problems with their colleagues.
provisions were changed by Santa Continued on page 34

Liberty Mutual Insurance Co is one of a pool of insurers that Continued on page 37
provided more than $25 million in liability insurance for "Liberty
Weekend," Including coverage for the historic fireworks display.
The program includes a $5 million primary policy, two $10 million
excess policies and additional coverage placed late last week ac-

Insurers sue to block Florida freeze
cording to an executive of CIGNA Corp., which participated in the
coverage. Attorneys representing 40,000 victims of the December By MICHAEL BRADFORD and CAROL CAIN tional prohibition against combining several subjects
1984 Union Carbide plant gas leak in Bhopal, India, are appealing into one piece of legislation, Mr. Karl said.
the transfer of the case to India Plaintiffs' attorneys also are seek- TALLAHASSEE, Fla -The three major prop- The new law, enacted by the Florida Legislature ir
ing a fairness hearing on Danbury, Conn -based Union Carbide erty/casualty insurance trade associations and 26 insur- the final hours of this year's session, covers more thar
Corp 's $350 million settlement offer, which a lower court Judge ers are seeking a temporary injunction against imple- 125 printed pages, adds more than 25 sections to statute<.
refused to hold because the Indian government rejected the offer. mentation of Florida's new insurance rate regulation and amends an equal number of existing sections, h,

and tort reform law that was signed by Gov. Bob Gra- said.

index
ham June 26. Insurers are in doubt as to their rights under the law

The plaintiffs charge that the new law-which Mr. Karl added.
freezes insurance rates, forces liability insurance pre- Although the purpose of the new law allegedly is t(
mium refunds this year and authorizes a rollback in make commercial liability insurance more available, r

Around the states 35 Vol 20, No 27-Business Insur- 1987 rates to 1984 levels-is unconstitutional Continued on page 35

Ask an actuary 24 ance (ISSN 0007-6864) is published In two lawsuits against Florida Insurance Commis-
Benefit beat 16 weekly at 740 Rush St, Chicago, sioner Bill Gunter and the Florida Insurance Depart-
Classifieds 36 Ill 60611 Second-class postage is ment, which were filed last week in Leon County Cir- errors & omissions
Comings&goings: buyers 19 paid at Chicago, Ill, and at addi- cuit Court in Tallahassee, the trade associations and in-
International issues 23 tional mailing offices Postmaster surers ask for a temporary injunction until the consti-
Letters 8 Send address changes to Business tutional issues they raise are resolved, said Frederick B Insurance broker Sullivan Co. Inc incorrectly
London 12 Insurance, Circulation Depart- Karl, a Tallahassee attorney representing the insurance reported its revenues for the June 23
Markets 18 ment, 965 E Jefferson Ave, De- industry in the litigation. Agent/Broker Profiles issue of Business Insur-
Opinions 8 troit, Mich, 48207; 313-446-1611 The new law violates both the U S and the Florida ance, transposing the columns for 1985 and 1984.
Perspectives 23 Copyright 1986 by Crain Commu- Constitutions because it impairs existing contracts and Based on 1985 gross revenues of $4,897,000, the
Ticker 39 nications Inc denies due process and equal protection, Mr. Karl said broker should have ranked 84th in the BI rank-

The plaintiffs also allege that the new law, portions ing of the Top 100 U.S. brokers
of which took effect July 1, violates Florida's constitu-
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Municipal alternatives
California public entity pools
dive into bondlike financing

By MEG FLETCHER

BOSTON Three California public entity self-insurance pools hope to issue
"certificates of participation" to the public within the next few months to build
their loss reserves and capital.

They are expected to be the first among public entity self-insurance pools in
the country to raise capital for their pools by selling these bondlike instruments,

Issuing bond-type instruments is a novel idea for raising capital for group
public entity self-insurance programs, which are continuing to grow in popular-
ity.

More municipalities want to join existing pools or form new pools to transfer
and share risk because they either cannot find or afford commercial insurance
and they don't want to self-insure alone.

But, while more entities are looking for participation and high limits of protee-
tion, the pools are losing their commercial excess insurance. And, that creates the
need for capital to finance the risk that will be pooled.

"For the last five or six months, the concept of using tax-exempt debt instru-
ments for risk financing has become a very hot topic," said Gregory H. Berg, vp
in the Darien, Conn., office of risk management consultant Tillinghast, Nelson &
Warren Inc.

Insurance brokers are forming alliances with investment bankers to help their
clients fund their risks, he commented.

The interest in this capital-raising method was obvious
from the large turnout for a panel discussion on using bond-
like instruments to finance self-insurance programs at the
recent Public Risk & Insurance Management Assn. confer-
ence in Boston.

Individual public entities routinely issue municipal bonds
to raise money for projects such as new sewer systems, and
some states permit individual public entities to sell judgment
bonds to cover the cost of uninsured liability awards.

In addition, one California city Compton has ear-
marked $5 million of a recent $11 million offering to place in its self-insurance
liability fund.

But, the concept of groups of municipalities using either tax-exempt or taxable
bondlike instruments to raise capital to enhance their risk pooling capabilities is
attracting growing attention around the country.

The proceeds of these offerings can be used for several different purposes,
including building loss reserves, increasing the capital of the pool so that it can
attract commercial reinsurance, stabilizing pool participants' annual payments to
the pool and paying debt service on behalf of any member of the pool that
defaults. How the proceeds can be used, however, depends upon the structure of
the offering.

"Each deal that is being worked out has a different slant or structure because
of the unique needs and state regulations," said James G. Smith, vp with broker
Johnson & Higgins in Houston.

Participants' annual payments to the pool are priced to cover not only claims
costs but also the front-end costs of the issue and the interest to be paid holders of
the bondlike instruments.

The pools also are seeking credit ratings for their issues and hope to purchase
credit enhancement insurance, which would lower their interest costs.

These issues cannot always be called bonds because state laws limit the au-
thority of these groups or their members to issue debt. Indeed, in most states
these pools or their members would need enabling legislation to issue the instru-
ments, said Mark Northeross, a senior vp with Kelling, Northcross & Nobriga, an
investment banking firm in San Francisco.

Already, Connecticut has enacted legislation that authorizes public entity pools
to issue bonds or other obligations, and applicable legislation passed in Illinois is
awaiting the governor's signature.

In California, however, the existing instrument of "certificates of participa-
tion," which resemble revenue bonds, is available to the pools. A COP is a pledge
to a certificate holder of a proportionate share in a stream of payments to be
received by the issuing entity or a trustee.

Continued on page 25
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The PRIMA conference ended with an outing at historic Faneuil Hall and Quincy Market.

Public sector pinch to persist
By MEG FLETCHER

BOSTON The severely limited liability insur-
ance market for public entities is likely to last
well into 1987 for most communities, meaning
that risk managers will face new and more diffi-
cult challenges in the year ahead, experts say.

"We are at least one year from any broad-based
relief in the public sector," said D. Michael En-
field, managing director of broker Marsh &
McLennan Cos. Inc. in San Francisco.

It will take time for public entities to see any
change in "the worst market in the history of the
world," he said. "The public sector seems to be
the first affected by an adverse market and the
last to be affected by a beneficial market."

However, he told a record-breaking number of
attendees at the recent Public Risk & Insurance
Management Assn. conference in Boston that for
most risks "the worst has probably already oc-
curred" and that there would be "random break-

throughs in the next eight months" of renewed
insurance availability.

The public sector has endured no insurance at
any price, or where insurance could be found
rate increases that range from 50% to 1,500% of
1984 prices, Mr. Enfield said.

These conditions are caused by a drastic reduc-
tion in available capacity for excess liability in-
surance.

Mr. Enfield estimated that overall aggregate
capacity of U.S. insurers to write excess liability
insurance including their treaty reinsurance
but not facultative reinsurance dropped 68% in
the last two years to $198 million this spring from
$614 million in about 1984.

Insurers withdrew from what they perceived
to be loss-causing lines because "for every $1 the
commercial liability insurance industry took in
in terms of premium and investment income, it
lost $1.12 in 1984 and $1.10 in 1985," he said.

Continued on page 27

More buyers consider D&0 captives
By ROBERT A. FINLAYSON

LOS ANGELES-Following the lead of
some of the nation's largest commercial
banks, a wide range of institutions-from
manufacturers to universities-are setting up
group captives to cover their directors and
officers liability exposures.

The explosive growth of interest in D&0
captives is fueled by conditions in the commer-
cial insurance market: Few insurers are issuing
D&0 policies, and when they do write the in-
surance, the coverage is extremely restrictive
and the limits are small, brokers and risk man-
agement consultants say.

Among the major D&0 captives in the
works are:

• A facility under development by Smith
Barney, Harris Upham & Co. Inc. and broker
Alexander & Alexander Inc. that would offer

primary coverage limits up to $25 million.
A&A declined to release any other infor-

mation about the project, which is tentatively
named "Plus." Sources familiar with the fa-

cility say it may be open by August.
• A captive being formed by several

major manufacturing companies and finan-
cial institutions with the help of Chicago-
based consultant The Wyatt Co.

Tentatively called "CODA," for Corporate
Officers & Directors Assurance, the captive
will write D&0 coverage for companies with
net worths of more than $250 million. The
project is being spearheaded by Chase Invest-
ment Bank of New York; Dart & Kraft Inc.
of Northbrook, Ill.; Squibb Corp. of Prince-
ton, N.Y.; Warner-Lambert Co. of Morris
Plains, N.J.; and Pfizer Inc. of New York.
None of the participants would comment on
the project.

• A captive for colleges and universities
being developed by the University Risk & In-
surance Managers Assn. with Wyatt's help.

The captive would offer primary limits of
$1 million and perhaps as much as $5 million,
with a deductible ranging from $25,000 for
smaller institutions to as much as $100,000 for
larger universities.

• A project under development by the Na-
tional Assn. of College & University Business
Officers and broker Marsh & McLennan Inc.

to examine the feasibility of a captive to pro-
vide excess D&0 coverage to institutions of
higher education.

In addition to these proposed D&0 cap-
tives, a major captive for electric and gas uti-
lities that opened its doors July 1 will offer its
members D&0 coverage in addition to gen-
eral liability coverage.

Energy Insurance Mutual, which began op-
erations with initial funding of $75 million
from 35 electric and gas companies, will offer
D&0 coverage, according to a spokesman for
broker Fred S. James & Co., which helped
set up the Barbados-based captive.

EIM provides policyholders with general lia-
bility coverage of up to $50 million per occur-
renee and $100 million annual aggregate and
D&0 coverage of $25 million per occurrence
and $50 million annual aggregate. Both cover-
ages attach over a primary $25 million layer.
Policyholders have the option of interchanging

the limits of coverage (BI, April 21).
The mutual expects to increase its funding

to $100 million over the next three months,
James said.

In addition, Primex, a Barbados-based cap-
tive for 16 small to midsized chemical com-

panies, which began issuing general liability
policies to its members in late June, is consid-
ering offering D&0 coverage as well.

Shaun Reape, a vp with Johnson & Higgins
(Barbados) Ltd., which is managing the cap-
tive, says Primex members plan to discuss
the possibility of offering D&0 coverage at a
board meeting in the near future.

Primex, with $17 million in capital, cur-
rently offers policy limits of $15 million ex-
cess of $1 million for general liability insur-
ance and excess of $2 million for automobile
liability insurance. Both coverages are writ-
ten on a claims-made basis.

Mr. Reape says Primex hopes to have 25 to
30 members by year-end, each of which must
put up $500,000 of the capital contribution:

Continued on page 37



Two 8/ staffers promoted
Two members qf the Business Insurance editorial staff in Chicago

have reeived promotions, Editor Kathfyn J. Mcintyre has an-
nounced.

Joanne Wojeik, 28, fs now a copy editor, promoted from assistfnt
copy editor, and Paul Winston, 23, has been promoted to assistant
copy editor from] proofreader.

Before joining' BI in Decem-
ber 1985, Ms. Wojpik had kieen
assistant news eaitot at the :
Daily Sentinel in Grand Jdne-
tion, Colo., a 33,000-circulation ,
newspaper.

Ms. Wojcik, a 1979 graduate
of the Uhiversity of nlinois at
Urbana. had been graphics/ 1
editorial assistant at BI in 1981. l      ./
She can be reached at 312-649- MS. Woicik Mr. Winston
5282.

Mr. Winston, who also joined BI in December 1985, had been an
intern fcr Rolling Stone magazine in New York City. He received a
bachelor of arts degree in English comp6sition from DePauw Uni-
versity in Green¢astle: Ind.,last year. -

Mr. Winston can be reached at 312-649-5442.

A

.l.

E&0 captive
Continued from page 1
closed. Policyholders will be re-
quired to pay a reserve premium
equal to their first year's annual
premium, but will have 11 equity
interest in the insurer'. holding
company.

This structure differs slightly
from the structures of A.C.El and

X.L., which are composed simply
of sponsor and non-sponsor 701:cy-
holders and wh: ch reqLire nor.-
sponsor policyholiers to buy shares
in the insurers' holding companies

While A.C.El and X.L. sponsors
were requ.red :o contribute capital
of $5 mill.on or $10 million each,
APEX spcnsors' contribu:ions will
be smaller. Mr. Clements added. He

explained thai. a large in. t.al in-
v.stment would be too burdenscme

for many potential APEX sionsors.
"A large number of the firms in-

vived are par.nerships and they
d) not really re:ain capi:al," he
said.

.I.

1. ..

Like A.C.E. and X.L., APEX will
be open to submissions from bro-
kers other than M&M and will

offer coverage on a claims-made
form currently being developed by
M&M and the sponsors with the
New York law firm of Cahill, Gor-
don & Reindel.

The facility is intended to pro-
vide professional liability coverage
"for professional service firms in a
variety of fields, including insur-
ance brokerage," Mr. Clements
said.

Insurance brokers' errors and

omissions coverage has become
both scarce and expensive, and
large brokers have seen significant
reductions in their E&0 limits (BI,
Feb. 18, 1985).

The formation of APEX also

comes at a time when brokers-

faced with shifting client insurance
programs to claims-made from oc-
currence liability policy forms-are
especially worried about potential
errors & omissions claims (BI, June
23).

Call today fora brochure: (305) 593-1881

DATA
ORPDRA ON

8685 NW 53rd Terrace

Miami, Florida 33166

Other APEX policyholders will
include accounting and law and ac-
tuarial consulting firms. In addi-
tion, banks and insurance com-

panies could buy coverage from
APEX for certain service-related

operations.
Insurance companies, for exam-

ple, might buy coverage for claims
and loss control servicing opera-
tions.

APEX will not offer coverage to
hospitals, doctors or other profes-
sionals exposed to the possibility of
bodily injury liability, Mr. Clem-
ents said.

APEX organizers expect to at-
tract a "cross-section of leadership
firms" in the targeted fields, ac-
cording to Mr. Clements, who
added that such a cross-section

exists among the 12 corporations
that have already agreed to become
sponsors.

Mr. Clements would not identify
any of the 12 sponsors other than
M&M itself, though he did say that
the group includes other insurance
brokers.

Officials at several large brokers
-including Alexander & Alex-
ander Inc., Frank B. Hall & Co.

Inc., Corroon & Black Corp., The
Crump Cos. Inc. and Bayly, Martin
& Fay International Inc.-said
their companies are not among the
12 committed sponsors.

Johnson & Higgins-which is
working with M&M on another ex-
cess liability facility, American Ex-
cess Insurance Assn.-would not

comment on whether it is sponsor-
ing APEX.

Some of these brokers, however,
say they may still join.

A&A is looking at the facility
and may become a shareholder, ac-
cording to a spokesman who said
he didn't know when a decision

would be reached.

APEX has not yet selected the
companies that will provide under- -
writing management, investment
or legal services, according to Mr.
Clements. However, Leslie Dew-
former deputy chairman of Lloyd's
of London and former president of
Insco Ltd., Gulf Oil Co.'s Bermuda-

based captive-has been retained
as an underwriting consultant to
give premium indications to initial
APEX sponsors, Mr. Clements said.

In return for helping to organize
the facility, M&M will receive a fee
of 2% of APEX's gross premiums
for five years in addition to the
brokerage commissions it will earn
on business placed with the in-
surer

M&M will also receive warrants,

good for 10 years, to purchase 4.9%
of APEX Ltd.'s shares at the initial

offering price of $100 per share.
Morgan Guaranty will also re-

ceive warrants to purchase 4.9% of
the holding company's shares in
addition to a fee of 1.5% of the

money raised in the private place-
ment. •

Hurricane damage
tops $21.3 million

DALLAS-Hurricane Bonnie

caused an estimated $21.3 million
in insured property damage when
it slammed ashore late last month,

according to figures gathered by
the Insurance Information Insti-

tute.

Bonnie, the first hurricane to de-

velop in the Gulf of Mexico this
hurricane season, was responsible
for two deaths and several injuries
as it raked parts of Texas and L6ui-
siana with winds up to 85 miles per
hour.

The III's figures show an esti-
mated $17.9 million of the damage
was in Texas, with around $3.4 mil-
lion in Louisiana. The damage
totals include both commercial and

residential property.
The figures do not include dam-

age caused to ocean marine risks,
oil and gas drilling equipment,
crops or utilities equipment. Flood
damage is not figured in the III fig-
ures, either. •



The good news is, Americans are Clearlx ideas for long term care are
living longer than everbefore. needed to fill the gap, so people won't

The bad news is, many older Ameri- have to dread the financial prospects of
cans are not financially prepared for a growing old.
longer life. At NWNL Group, we're working on a

Due to advancements in public health, solution. It's a program call I AdScope:
manypeople now live into their 80's It's designed to provide health and
or even 90's. But as theylive longer, financial security for aperson's working
many face the prospect of needing long and retirement years bysharing financial
term medical assistance such as nursing responsibility among participating
home care. individuals, employers andhealth care

These needs can quicklydeplete a providers.
lifetimet savings. Government programs Obviously; for anidea ofthis magni-
can help, but in manyinstances only tude to succeed, itwill require the help
after aperson has exhausted hisorher ofgovernment legislation, the participa-
personal savings. tion of health care providers and the

AdMsion of Northwestern National Lik Inairance Cbmpany, Minneapolis, MN (not admitted in the State of New rk).'rhe North Atlantic Uk Inatrance Company

support ofbusiness in making IifeScop<
available to employees.

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

Quite obviousli our task is enormous.
Butso is the need.

THE mmER THINGS CIANGE
THEMORE YOUNEEDNWNIZ

fi NWNL GROUP
of America Jericho, NY (A member of the NWNL Companies).
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about PREPAID
LEGAL INSURANCE.

Write for it...it's FREE!

Learn how you can expand your r--1
Group accounts...and stay a full 1

... stride ahead of competition. -

Prepaid Legal Insurance from ,1 ..·1*5
Midwest provides you with an -

-  added group program that will
complement the life and health plans you

already service.

-            Midwest Legal Services, Inc. is now the
ibil· MIN administrator for Midwest Mutual Insur-
-'V AIP"  --6/KNIP ance, the leader in underwriting Prepaid

Legal plans.
-           Ihke a good look at this rapidly growing

areaofprotectionfortheAmericanfamily...
WRITE OR CALL:

Wesley T. Graham, President or
Deborah Stuber Din ofAdministration

Midwest Legal Services, Inc.

450 Capital Square

Des Moines, LA 30309

1/800-247-4184

(in IOWA, (515) 246-1200)

Just ask our customers. Leading

corporations, TPA's, insurers, unions,

and associations will tell you all about

ClaimFacts support.

Our support starts with our system.

We've built ClaimFacts to work for your

business, no matter what business

you're in. You can design a variety of

complicated benefits plans online. Or

change them online. You can set up

rules for payments, define your own

claim edits, and monitor special pro-

grams, such as second surgical opinion.

The choices are yours because Claim-

Facts makes you the manager.

Naturally, ClaimFacts adjudicates claims

online, quickly and accurately on a

single screen. Then it produces man-

agement reports that zero in on claims
cost areas.

Our suppol continues with our people-

Airline mutual insurer

may open by November
By STACY SHAPIRO
and JOHN PARRY

GENEVA, Switzerland-The In-

ternational Air Transport Assn.
says its proposed mutual insurer
could begin writing hull and liabil-
ity risks for airlines by November.

The IATA's executive commit-

tee, representing 25 of the group's
126 member airlines, last month

approved a plan to establish Airline
Mutual Insurance Ltd. in Bermuda.

AMI will "provide an insurance fa-
cility for airlines which will be run
by airlines," according to a written
proposal (BI, June 9).

According to an IATA spokes-
man, AMI must meet several cri-

teria before it begins writing:
• Twelve to 15 member airlines

consultants, customer service represen-

tatives, and systems analysts who know
claims management. Add to that the

benefits of the industry's most active

user group. That's support from which

everyone profits.

If you'ra looking for health claims man-

agement support, it's time you stepped

up to ClaimFacts. Call us today. We'll

show you how ClaimFacts support will

carry your business load.

Ensco

n- a company of
80*5 TlxDun&Bradstreetcorporation

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

must make a commitment to partic-
ipate. The exact number of airlines
needed will depend on how much
premium each airline pays.

Under the IATA proposal, AMI
will write 5% of participating air-
lines' total hull and liability cover-
age and receive 5% of the premium.
If AMI can attract airlines whose

aggregate premiums total $150 mil-
lion, the mutual would then write

$7.5 million in premiums, which
would make it "economically vi-
able," the spokesman said.

• A manager must be chosen
"Several groups will be bidding for
the management of the mu-
tual. . .including Thomas R. Miller
& Son (Bermuda)," which prepared
the original proposal, the IATA
spokesman said.

• Adequate reinsurance must be
arranged. "We will be looking at
several markets," said the spokes-
man, noting that some reinsurers,
including West German un-
derwriters, have expressed interest
in writing reinsurance for AMI.

"Once a sufficient number 01

commitments have been received

(from airlines), it will be possible
for the captive to make the neces-
sary reinsurance arrangements,"
Dr. Guenter Eser, director general
of IATA, told the association's ex-
ecutive committee.

"When such arrangements are in
place, the captive will be in a posi-
tion to commence business. If th€

commitments are readily forth-
coming, this process could be com-
pleted before the next meeting 01
the executive committee" Nov. 1.

Airlines currently are studying
the proposal to set up AMI, the
IATA spokesman said.

Capitalization would be provided
by IATA member airlines.

The $250,000 in capital required
by Bermuda authorities and an es-
timated $150,000 in initial working
capital would be financed through
loans from airlines.

In addition, policyholders would
contribute additional capital based
on the amount of premium they
pay. According to an example in-
cluded in the proposal distributed
to airlines, policyholders could be
asked to contribute an amounl

equal to 25% of premiums paid until
the AMI board decides the insurer

is sufficiently capitalized.
The AMI board will consist of a

maximum of 25 elected directors

from member airlines, two Ber-
muda resident directors and a rep-
resentative of the IATA.

Initially, AMI will follow com-
mercial aviation underwriters'

terms, conditions, rates and deduct-
ibles, the IATA spokesman said.
However, the proposal notes thal
participation in AMI may lower
airlines' insurance costs, either
through policy dividends or
through future rate reductions.

"With growing finanical
strength, AMI can enlarge its ca-
pacity, thereby exerting influence
on the insurance market and im-

proving the benefits to participat-
ing airlines," the proposal says.

Any rate relief AMI can provide
will be welcomed by the participat-
ing airlines. Hull insurance rates
were expected to rise about 10%
during July 1 aviation insurance
renewals, while liability rates were
expected to increase 25% or more,
depending on loss experience (BL
June 23). Most airlines were hit
with similar rate hikes last year.

The IATA decided it would be
easier to establish a new mutual in-

surer than revive one of the two

muda, the spokesman said. The
captives were set up in the early
1970s when aviation rates started to
rise, but the market softened before
the captives could be activated, he



Old Star, New Name
Genstar Management Company is now General Star, the new name for the stable

General Star Management Company. market in primary and excess risks.
We changed our name to avoid a conflict

with another company with a similar name.
But only our name has changed. We remain s GENERAL

the same well-capitalized, service-oriented group
of underwriters and support staff writing specialty STAR
business through surplus lines brokers. The Stable Market

General Star Management Company, Stamford, CT • Specialty underwriting for primary and excess risks through appointed surplus lines brokers
New York (212) 770-0150 • Chicago (312) 207-5400 • Los Angeles (213) 383-7734 • Stamford (203) 328-5700

A member of General Re g Group
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opinions

Another fine mess
ADDLED WITH A broad new mandate to extendhealth care benefits to former employees and em-

ployees' widowed or divorced spouses, employers are at
least entitled to straight-forward answers to their ques-

tions on how to comply with the mandate.

But, true to form for federal laws governing em-
ployee benefit issues, the mandate is riddled with holes

on important policy issues and has taken effect before
employers have been provided with the critical regula-

tions implementing the law (see story, page 1).
Any employer whose health plan year begins July 1

is now required to satisfy this new mandate, which was

tacked 6nto the Consolidated Omnibus Budget Recon-
ciliation Act that was signed into law April 7.

Mass confusion reigns among employers and em-
ployee benefit plan advisers as to what employers are

to do. They are asking important questions to which
there are currently no answers.

For example, what if a former employee or spouse

does not pay the premium for extended coverage on
time? When can the employer cut off benefits?

Employers are told in the law they can deny the ex-

tension of coverage to employees dismissed for "gross
misconduct," but what constitutes gross misconduct?

Clearly, Congress needs to reconsider the law to an-

swer these policy questions and pass the needed techni-
cal corrections.

In doing so, Congress also should reconsider the wis-
dom of certain provisions of the bill, since the bill was

never subject to the debate that it deserved.

For example, should this extension of health plan

coverage encompass more than the basic, major medi-
cal and comprehensive health care plans to include vi-
sion and dental benefits? We think not.

In addition, should this extension of coverage apply

to every employee, widow and former spouse, even if
the employee worked only one day, one week, one

*47
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month? We think not. A reasonable minimum service

period of at least three months should be adopted.
In addition, the three agencies charged with issuing

regulations to implement the law should get cracking.
The Labor Department needs to supplement its model
statement on communicating the benefit with more de-
finitive regulations. The Internal Revenue Service
needs to establish how employers should calculate the
premiums to be charged for the extended coverage.
And the Department of Health and Human Services
needs to define how the act applies to state and local
employers.

This whole mess is just another example of what
chaos Congress creates when it passes employee benefit
legislation with little thought.

A running start
TN CONTRAST TO the health plan provisions under
1COBRA, the product liability legislation passed by
the Senate Commerce Committee late last month was

the subject of months of debate and hearings.
Never before has the Commerce Committee, which

twice has reported product liability bills in the last four

years, given such extended consideration to the issue.
Proponents of a broad federal product liability bill

can complain that the committee's bill was gutted of
important reforms like caps on punitive damages and

lawyers' contingent fees. A return to a fault-based sys-

tem with defenses for product misuse, alterations and

adequate warnings also was rejected by the panel. And,
awards for pain and suffering are capped only if settle-
ment offers are made.

letters

But, the current bill does include significant reforms,

like the repeal of j6int and several liability for non-eco-
nomic damages, stronger defenses against liability for

wholesalers and distributors and stricter guidelines on

when punitive damage awards are appropriate.
The current bill is not a wish list for business and, as

such, is the first product liability bill to be taken
seriously by the full Senate.

We urge the Senate to consider the bill now, since

:he House is waiting for rhe Senate to act. However, we
recognize there is only a slim chance for Senate action
since time is running out for the 99th Congress.

Therefore, at the very least, we are encouraged that
the dedicated efforts of :he Commerce Committee this

year will give the 100th Congress a running start.

The times they are a changin' for insurers
To the editor: I am completing my 37th

year in the insurance industry, having
worked in underwriting, production and
claims.

In the past, it was customary for the in-
surer to receive notice of a claim from the

producer or the policyholder. Now, it is
more frequent to receive the first notice
of a claim from an attorney informing the

Business Insurance welcomes let-

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

Chicago, Ill. 60611.

insurer how terrible the policyholder is
and how seriously hurt the third-party
plaintiff is.

Invariably attached to the demand for
immediate imdemnification is a copy of a
recent bad-faith claim the plaintiffs at-
torney has read or keeps in his file for the
expressed purpose of intimidating :he in-
surer.

I am sure the local bar association will

dispute this, but I also recall that when
my wife was taken to a hospital after a
slip and fall in a supermarket, we re-
ceived unsolicited calls from two attor-

neys volunteering to represent her.
Hermann P. Schlander

Broker

Pasadena, Calif.

Litigious American society limits freedoms
To the editor: A few weeks ago in Eu-

rope, my wife and I spent two days in
Lienz, Austria, and, while sightseeing,
drove by a playground containing several
trampolines.

I was struck by the freedom the chil-
dren (and possibly some adults) had on
those trampolines, which are no longer a
privilege we enjoy in this country thanks

to our out-of-control legal system.
Apparently in Europe one does not

have to be a plaintiff to benefit from a
trampoline; just a child or a grown-up
looking for some fun.

Jay Lavinson
President

Aviation Insurance Center Inc.

Reading, Pa.
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DO YOU HA¥E RESERVATIONS
ABOUT OPENING A 401(k)?

Some people still think 401(1<) plans are more trouble than
they're worth.

They dread the enrollment and installation process, the dis-
crimination-testing and the complicated paperwork.

Yet with the right plan and the right support all these anxieties
can be put to rest.

At Connecticut General, a CIGNA company we not only help
you design your ideal plan, we help you get it going with on-site
enrollment and customized communication materials.

To keep it going, we help you satisfy the compliance tests.
Streamline the recordkeeping. Provide ongoing maintenance.
And while we offer a full array of investment alternatives, we're
also flexible enough to handle the recordkeeping for your com-
par¥s stock or other specially funds.

We've already initiated over 1,000 plans valued in excess of one

Connecticut General Life Insurance Company
a CIGNA company

billion dollars. The reason this figure is so high isthatwe aver-
age over 80% enrollment. And that's about as enthusiastic a
response as you can get.

So now that you have no reservations, why not make one? Fill
in this coupon today It just may be the most complicated piece
of paperwo*ES)!5dy!!h your 401[kl.
Fpia sind me more information. - - - ---- 7
1 1

Name Title

 Company 1
1 Address

1 City State 7'P 1
 No. of Employees Phone Mail to: Connecticut General Life Insurance Co.

LDept. E710A, F?0. Box 2975, Hartford, CT 06104 _____J
----

CIGNA

J



A BETTER CHOICE
MANAGED HEALTHCARE THAT'S

INTRODUCING
PRIVATE HEALTHCARE SYSTEMS.

IN HEAIIHCARE IS
DEDICATED -IE) QUALITY

AS WELL AS THE BOTTOM LINE.

Your employees deserve the best medical

ABOUT TO BECOME or hospital.
care available. They'll get it with a PHS doctor

Of course, the bottom line is important, too.

VERY APPARENI healthca cossSo we give you a system to manage your group

A loint achievement of CNA Insurance Companies, Crowr Life Insurance Compary Great-West Life Assurance Company Guardian Life Insurance Company of America,



Familiar promises? Maybe so. However,
Private Healthcare Systems (PHS) is an entire]y
new entirely di fferent type of organization.
PHS is a joint effort of nine top group insur-
ance carriers. Our combined strength makes
us the fourth largest commercial insurance
organization in the nation. We currently cover
over four million employees. And we're still
growing.

We can deliver comprehensive, top quality
medical care at a preferential price because,

frankly, we carry a lot of weight. That's why ours was created to be the most
Equally important, the doctors and hospitals inclusive, yet patient-sensitive system available.

we select are very carefully screened. They are We believe PHS can help everyone utilize
scrutinized for quality and cost efficiency using healthcare more efficiently and effectively
objective, scientific criteria devel- Plus, we're nationwide. So
oped expressly for our organization.
Accordingly PHS providers are the same, uniform program. LearnPHS

branch locations can use the

very best in their respective cities. how PHS can help your people
No managed system can be and your company Contact

truly effective without a corn- PRIVATE HEALTHCARE SYSTEMS LTD. your PHS rnember insurance
prehensive healthcare review Quality. In the company we keep. carrier.

MONY Financial Services, Pilot Li fe Insurance Company State Mutual Li fe Assurance Company of America, Time Insurance Company and Western Li fe Insurance Company ©1986 Private Healthcare Systems Ltd  20 Maguire Rd. Lexington. MA 02173



Chatset predicts $225 million Lloyd's profit
By STACY SHAPIRO  london

LONDON A grouT of Lloyd's of
London members estimates that

Lloyd's will report profits of about
170 million pounds (8255 million)
when it releases its 1983 global re-
sults in September, excluding losses
from syndicates once managed by
PCW Underwriting Agencies Ltd.

Last year, the group, Chatset
Ltd., predicted that Lloyd's global
profits for 1982 would be about 64
million pounds ($103.7 million at
the applicable exchange rate),in-
cluding PCW losses, compared
with the 57 million pounds ($92.3
million) of profit Lkydk actually
reported (BI, Sept. 2, 1985; Sept. 9,
1985).

Charles Sturge, a Chatset mem-
ber, said that syndicate results for
1983, excluding the PCW results,

look str,nger than the 1982 results.
Mr. Stirge estimated that last year

an average Lloyd's member in
1983 wiuld make 300 pounds in
profit on every 10,00( pounds un-
derwritten, while jn 1982 the
membe would have shown a neg-
lig.ble bss.

Chatset also estimates that

agency commissions will be about
64.2 million pounds ($96.3 million)
this year, Mr. Sturge said. Without
agency commissions, Lloyd's global
profits will be about 105.8 million
poinds ($158,7 million) in 1983.
Chatset says Lloyd's would have
suffered a 7 million pound loss
($11.3 million) in 1982 if agency
commisions had not been included

in Lloyd's profit.
Chatset bases its 1983 global esti-

me.tes on figures that include Ebout
90% of Lloyd's memberships. Mr.

Sturge said.
Chatset derives its data from the

Lloyd's syndicate registry office,
members' agency reports and
members' estimates.

Mr. Sturge almitted thal Chat-
set's projections for 1983 may be
dis:orted by the still-unknown
losses at the PCW syndicate:. Chat-
set has no estimate of these losses.

But sources at Lloyd's have said
that PCW syndioate losses may
total 2)0 million pounds for the
years L 979-1983. The syndicates'
current managing agency, Addi-
tional Underwr.ting Agencies No. 3
Lsc., is expected to announce the
loss for 1983 at the end of July.

Last year, PCW members were

directly That's more than any
other wholesaler can reach

As your wholesale part
we help you cross state lines
and even oceans We extend

your reach beyond your tra
ditional access to solve the

complex risks you have toda
And when you work wit

us you get another kind of
access The opportunity to

...

supposed to pay 62 million pounds
($88 million) to cover PCW losses to
pass Lloyd's solvency test. But most
of the members refused to pay the
cash call, and Lloyd's earmarked
54.6 million pounds ($77.5 million)
from its Central Fund to cover

claims owed by PCW members (BI,
Oct. 7,1985).

PCW syndicate members now
are threatening to take legal action
against a variety of parties, includ-
ing Lloyd's, to recover the losses,
but Lloyd's is hoping to negotiate a
settlement with the PCW members

and other parties to avert any 1.ti-
gation, Lloyd's chairman Peter
Miller said recently.

However, PCW members will
have to Fass another solvency test
by July 3 l or Lloyd's will be forced
to earmark more money from its
Central Fund before it can receive

a certificate of solvency from the
Department of Trade and Industry.

Mr. Miller doubts that a settle-

ment can be reached by the end of
this month, so Lloyd's likely will
make some kind of temporary ar-
rangement for PCW members to
meet the July 31 solvency deadline,
he said at Lloyd's annual general
meeting last month.

Mr. Miller stressed that such an

arrangement is not a "financial
lifeboat." PCW members will have

to pay some losses, but the settle-
ment will determine how much

they will have to pay, he said.
"It is our aim to approach a set-

tlement without the complication
of adherence to a deadline inherent

in the solvency test," Mr. Miller
said.

"We believe that it will be possi-
ble to arrange for PCW names to
pass the solvency test on a basis
that will leave open the possibility
of a settlement before the end of

this year."
Despite the still-unknown

amount of PCW losses, Mr. Miller
said that Lloyd's will "be in the
black, in my opinion" for 1983,
though he would not predict what
Lloyd's w-11 report in September.

Tort reforms

Tort refom efforts in the United

States are being applauded at
Lloyd's of London. though Lloyd's
Chairman Peter Miller says tort re-
form should not be linked to insur-
ance rate freezes or cuts.

Mr. Miller told Lloyd's members
at the market's annual general
meeting June 25 that he is pleased
with the "widespread realization in
the United States of the necessity
for a measure of tort law reform if
the insurance of certain activities is

not entirely to disappear."
But, he added, "Politically un-

derstandable though it may be, it is
nevertheless in business terms

quite unacceptable when such re-
form is allied with threats and de-

mands that insurance rates should
be halved if tort law reform is to be

promoted within a given state leg-
islature.

"Given the downward progress
of insurance rates over the last dec-

ade and the absurdly small premi-
ums at which heavy liabilities been
written in the past, such sugges-
tions are frankly unrealistic and
unproductive.

"It might very well be that
Lloyd's syndicates will say, 'Well,
why shoUd we trade under. . .that
system?"' Mr. Miller observed.

Lloyd's non-marine syndicates
already have posted huge losses
from U.S. business because rates

have been too low. he noted. adding
that Lloyd's members are putting
pressur'e on underwriters to in-
crease rates and produce profits
from U.S. business.

Other topic discussed by Mr.
Miller at the general meeting in-
clude:

• Lloyd's capacity. Mr. Miller
feels that Lloyd's capacity will not
grow as much in the next few years
as it grew in the last three years,
when the market doubled its pre-
mium stamp capacity to 8.6 billion
pounds ($12.9 billion) in 1986 from
4.3 billion pounds ($6.5 billion) in
1983.

This is "not so much because

names are not coming forward,
which they most certainly are, and
existing members not wishing to
increase their commitment, which

they most certainly are, but rather
because it is not yet possible to find
the necessary underwriting outlets
to attract them," Mr, Miller pointed
out.

"It may be no bad thing if the
previous rate of growth pauses for
a moment while we consolidate out

position," he added.
Continued on page 1<



Can business control
costs inlhe'8()s

withhealth insurance
desiled
inthe5Os?

While times have changed, most health
insurance plans haven't.

Which is unfortunate.

Because today's complicated health
care cost issues demand modem, innovative
health care plans.

Introducing AMICARE

AMICARE is a new concept in health
care. It is a comprehensive medical plan
designed expressly to help business bring
down the high cost of medical benefits and
hold them down. Without shortchanging
employees on coverage.

AMICARE allows business to perform
the difficult task of providing high quality
health care to employees while keeping
costs under control.

AMICARE was created by AMI, American
Medical International, one of the world's
leading health care companies. We own and

operate hospitals and health care centers
throughout the world. So we know how costs
can be controlled withour sacrificing care.

The careful balance of
cost and care

While many health care plans control costs
by reducing benefits or by raising the deduct-
ible, AMICARE encourages employees to
help control costs by giving them incentives
to choose cost-effective options be»e care
is provided. Not only does this help your
dients manage costs, it also gives their
employees something they want-freedom
of choice in their health care decision.

Plus AMICARE offers further cost-control
through our outstanding utilization review
program.

You can recommend AMI(XRE
with confidence

We designed AMICARE togive your dients
the best service possible. Our information
reporting system keeps them up-to-date with
monthly analyses of costs and daims. And
the AMICAREcomputerized claim system
makes sure their claims

are handled quickly
and efficiently

You'll find
AMICARE

representatives i'
are trained
insurance

professionals.

AMICARE
dvAmerica's new health care plan

**AMICARE policies are insured by Fidelity Interstate Life Insurance Compan a subsidiary
of American Medical International, Inc.CAMI). Fidelity Interstate Life Insurance Com-
pany is solely responsible for the financial and contractual obligations incurred with the
AMICARE plan. ©1986 American Medical International.
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They know the benefits business inside and
out. They're ready to respond w.th whatever
is necessary Whether it's helping you solve a
dient's problem. Or simply being responsive
to the needs of you or your dierts.

Aplan for today and tomorrow
AMICARE is cost competitive. But that's

just the beginning.
You can be sure AMICARE will remain

cost empetitive in the future. Because we
will work with your dients to hdd costs
down year after year with our uniquely
designed benefits programs.

Find out more about AMICARE

For more information about AMICARE
contact Francis L. Browning, Vice President,

Sales, AMI
Group Health

Services,
414 N.
Camden
Drive,
Beverlv

90210.
Hills, CA

1
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Continued from page 12
In the past, Lloyd's greatest ca-

pacity has been in the marine mar-
ket, he said. But because of the

slump in the shipping, oil and en-
ergy industries, Lloyd's must now
focus on non-marine insurance for

"growth and profit," he said.
• The Neill inquiry. At the mo-

ment, Lloyd's is cooperating with
the British government's investiga-
tion, headed by Sir Patrick Neill,
into Lloyd's self-regulatory system
OBI, Jan. 20). The Neill committee is
expected to make its report to the
secretary of state for trade and in-
dustry in the autumn.

Mr. Miller said Lloyd's is looking
forward to the report. "We will pay
the closest attention to whatever

suggestions may be put forward."
• Lloyd's brokers. Lloyd's had

hoped to update regulations gov-
erning Lloyd's brokers this year,
but "unfortunately" this action will
be postponed, Mr. Miller said. The
Council of Lloyd's instead has fo-
cused on the Neill inquiry.

Mr. Miller said he hopes any bro-
ker regulations will include a code
of conduct, a test to find out
whether brokers are "fit and

proper," and tighter rules for
claims payments.

• Lloyd's underwriting agen-
cies. Last year, Lloyd's passed an
underwriting agency bylaw, fore-
ing all underwriting agencies to re-
register by July 1987.

"I estimate that when we com-

plete this fundamental exercise we
shall have perhaps some 240 under-
writing agents," he said.

• The new Lloyd's building. Mr.
Miller said there are still "teething
problems" in the new building,
which opened in late May. He
noted there are complaints about
lighting and elevator problems
among other things (BL June 2).

"I can assure those of you who
work here that difficulties and

shortcomings are being identified
and will be resolved," he said.

Unauthorized insurers

A policyholder of an unauth-
orized insurer operating in Great
Britain will either be entitled to

claims payments or a return of pre-
miums under a clause in the Finan-

cial Services Bill that is expected to
be approved by Parliament later
this year.

Clause 113 attempts to resolve a
string of contradictory court deci-
sions concerning the 1974 Insur-
ance Companies Act.

Under the clause, a contract of

insurance signed by an unauth-
orized insurer shall be unenforce-

able and the policyholder will be
entitled to "recover any money or
other property paid or transferred
by him under the contract, together
with interest on such money."

Insurance lawyers believe this
means that the original policy-
holder can either accept claims
payments or a return of the pre-
mium paid.

Also under the clause, a British

court may deem a contract with an
unauthorized insurer enforceable if

the court is satisfied that:

• The unauthorized insurer did

not realize that it was violating the
Insurance Companies Act.

• The unauthorized insurer had

"substantially complied with its ob-
ligations" as an insurer.

• The policyholder was not in-
duced into accepting the contract
by any statement or other conduct
that may have violated the act.

The clause is buried in the Fi-

nancial Services Bill, which is

designed to regulate public invest-
ments in Britain, including the
London Stock Exchange and life
insurance companies.

The clause is expected to pass un-
changed, said a government offi-
cial.

The clause is expected to resolve

contradictory rulings by British
High Court judges in three cases.

In 1983, Justice Roger J. Parker
ruled that all insurance contracts

made by an insurer conducting
business in Great Britain without

authorization are illegal and void.
The decision, Bedford Insurance
Co. Ltd. us. Instituto de Resseguros
do Brasit, rocked the London insur-

ance market because it prohibited
the payment of claims to policy-
holder but allowed the unauth-

orized insurers to keep the premi-
ums (BI, April 30, 1985)

In April 1984, Justice Andrew P.
Leggatt ruled in Stewart us. Orien-
tai Fire & Marine Insurance Co.

that policies written by unauth-
orized insurers and reinsurers are

no: void and that those insurers

must pay claims ro their policy-
holders

Last year, in Phoenix General In-
surence Co, of Gregce S.A. US. Hal-
vanon Insurance Ltd., Justice J.P.
Hcbhouse held that contracts made

by unaithorized insurers are not
void in themselves but are enforce-

ab:e only by innocent policyholders
seekinE claims payment (BI, Oct.
28, 19851

This case currently is being ap-
pealed.

Syndicate shows loss
Lloyd's of London's largest non-

marine syndicate has posted a loss
for the year ending 1983, which

HealthCare COMPARE is something
special. We're unlike any other cost man-
agement program now on the scene.

Start with the bottom line. We can

reduce health care costs by 15-20%
within just one year.

We achieve these sav_ngs by work-
ing to reduce both hospital admissions
and length of stay.

With many programs, as many as
98% of cases are never reviewed by a
physician-only by nurses or by

clcses this year under Lloyd's
three-year accounting system.

Members of Syndicate 210/204,
underwritten by H. Ralph Rokeby-
Johnson, paid a loss of 1,500 pounds
($2,175) for each 10,000 pounds
($14,500) they underwrote, con-
firmed R.W. Sturge & Co., the syn-
dicate's manager.

The losses stemmed from the

"bottom of the non-marine under-

writing cycle," said Peter Rawlins,
managing director of Sturge Hold-
ings P.L.C.

Also, the syndicate, like the rest
of Lloyd's non-marine market, suf-
fered from bad weather losses, par-
ticilarly in the United States, satel-
lite losses and "trucking in the
U.S.," Mr. Rawlins said.

a a

Heath stock price
Lloyd's of London broker C.E.

Heath P.L.C. is asking the London
Stock Exchange to formally inves-
tigate swings in the price of Heath
stock.

Heath stock fell to a 12-month

low of 515 pence ($7.70) per share
last month after London newspa-
per reported information concern-
ing Pinnacle Reinsurance Co., a c
Heath unit, and Motolease, a for-

mer Heath subsidiary.
Bermuda-based Pinnacle has

been named in litigation with 10
other defendants filed in March in

U.S. District Court in New Orleans

by the liquidators of Mentor Insur-
Continued on next page

inflexible computer criteria.
But HealthCare COMPARE refers

as many as 40% of its cases to a consult-
ing physician. Review is careful. Case-by-
case. There's more compassion for the
patient. And at the same time, more

concern for the payer's costs.
HealthCare COMPARE physician

involvement doesn't stop after hospital
admission. Our consulting physician
continues to confer with the patient's
physician. One result: costly hospital



Continued from previous page
ance Co. Ltd. (BI June 30; June 16).

The newspapers also reported on
a dispute between Heath and a Gi-
braltar-based group known as
Ceram that bought Heath subsidi-
ary Motolease in 1982. Ceram owes
Heath 6 million pounds ($9 million)
for Motolease, which was due in
1985, confirmed Peter Presland,
Heath's financial director.

"We started litigation immedi-
ately against Ceram when they
wouldn't pay," he said.

"There is no new news in these
stories at all," Mr. Presland added.

Stock Exchange sources say that
a Heath shareholder, who is be-
lieved to be a Ceram director, had
distributed information about the

Pinnacle and Motolease disputes to
several journalists and institutional
investors.

Coincidentally, Heath's share
price dropped shortly after Heath
announced that discussions were

under way to acquire Lloyd's bro-
ker Dewey Warren & Co. Ltd., Mr.
Presland said. The share price drop
had nothing to do with that an-
nouncement, he said.

Dewey Warren is known for ma-
rine insurance and reinsurance

brokerage.

Reinsurance study
The Reinsurance Offices Assn. in

London has asked the National
Assn. of Insurance Commissioners

to set up a task force to consider the
role of the alien non-admitted rein-
surer

The ROA wants the NAIC to
look at several issues in relation to

the alien non-admitted reinsurer,
said an ROA spokesman.

The ROA proposes that the NAIC
set up an office to review alien
reinsurers, the ROA spokesman
said. Also, the ROA wants U.S. in-
surance commissioners to allow
alien reinsurers to write in their

states if the reinsurers are properly
regulated by their countries' own
regulators, he said.

The NAIC has not decided
whether to set up a task force, an
NAIC spokesman said. However,
the issue may be studied by the

14· 7

stays are reduced from 800 days per
1,000 employees to 400-450 days.

With HealthCare COMPARE,
patients keep their own physicians.
There's no break-up of long-standing
relationships.

Because of our thorough monitor-
ing, patients can often leave the hospital
sooner to return home to their families.

And since patients are often respon-
sible for some of their own hospital bills,
they like the way HealthCare COMPARE

current NAIC reinsurance task
force, he said.

'85 results improve
The British insurance industry

reported improved financial results
in 1985 even though the industry
was still in the red, according to the
Assn. of British Insurers.

The 429 insurance company
members of the ABI reported an
aggregate 1985 trading loss of 9
million pounds ($13.1 million),
down from a loss of 83 million

pounds ($96.3 million) in 1984, the
ABI reported.

The total underwriting loss for
the companies operating in Britain
held steady at about 2.2 billion

reduces costs, too.

When you compare us to the cur-
rent crop, you see we're the ones to pick.
Call or write Mr Lyn Fox, Director of
Marketing, HealthCare COMPARE,
730 Springer Drive, Lombard, Illinois
60148. (312) 932-7070.

Health@are
COMPARE

Therekno comparison
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pounds ($3.2 billion in 1985 and $2.6
billion in 1984 at year-end ex-
change rates). However, invest-
ment income rose to slightly more
than 2.2 billion pounds ($3.2 billion)
from about 2.1 billion pounds in
1984 ($2.4 billion), reducing 1985's
underwriting loss.

Net premiums written by ABI
members increased 9.8% in 1985 to

15.7 billion pounds ($22.8 billion)
from 14.3 billion pounds ($16.6
billion) in 1984.

Injunction rejected
Former Lloyd's of London un-

derwriter Ian Posgate failed to per-
suade a High Court to block the
transfer of the management of
three Lloyd's syndicates now man-
aged by Posgate & Denby (Agen-
cies) Ltd.

Mr. Posgate had filed for an in-
junction to stop the sale of the man-
agement of the syndicates to Pos-
gate & Denby directors, arguing
that the price was too low. Mr. Pos-
gate and his family control 51% of
the equity shares in Posgate &
Denby, though Mr. Posgate only
controls 25% of the voting stock.

However, the High Court threw
out Mr. Posgate's application for an
injunction last month, noting there
had been no other offers.

If the directors of Posgate &
Denby now sell the management of
the syndicates as planned:

• Management of marine Syndi-
cates 488/532 will be sold for
450,734 pounds ($677,903) to Baxter
& Hall Ltd., a new company
formed by the syndicate's un-
derwriters and deputy un-
derwriters.

• Management of Syndicates
609/736 will be sold for 152,310
pounds ($228,465) to a new com-
pany called Atrium Underwriting
Ltd., of which Mark Denby, a Pos-
gate & Denby officer, is one of the
investors.

• Non-marine Syndicate 839
will be sold for 383,717 pounds
($575,576) to an existing company,
Castle Underwriting, which is con-
trolled by underwriter Alec Sharp
and deputy underwriter David
Marshall.

Meanwhile, Mr. Posgate is await-
ing a decision by a former House of
Lords judge on whether he will be
allowed to resume underwriting at
Lloyd's for a syndicate managed by
R.L. Glover & Co. (Underwriting
Agencies) Ltd. (BI, June 30).

Comings and goings
Paul Beattie, formerly chief ex-

ecutive of Jardine Insurance Bro-

kers Ltd. in Hong Kong, was ap-
pointed chief executive of the
hewly fornned Jardine Insurance
Brokers Asia Ltd. Mr. Beattie will

be replaced by David Batchelor as
JIB's chief executive in Hong
Kong. Mr. Batchelor was pre-
viously managing director of Jar-
dine Insurance Brokers (U.K.) Ltd.

Meanwhile, at another Jardine
subsidiary, Lloyd's reinsurance
broker Jardine Thompson Graham
Ltd., John House was appointed
director and deputy chairman of
the non-marine division. Mr. House
had been managing director of
Lloyd's broker Dewey Warren
Holdings P.L.C.

Andrew Leslie was named
chairman and chief executive of a
Leslie & Godwin North America

Ltd., a newly formed subsidiary of
Leslie & Godwin (Holdings) P.L.C.,
which is a subsidiary of Frank B.
Hall & Co. Mr. Leslie will continue

as managing director of Leslie &
Godwin Reinsurance Ltd.

Charles Flaxman, who is retir-
ing as Lloyd's of London un-
derwriter for Syndicate 990, will
join Bowring Professional Indem-
nity Ltd. in August as a consultant.

Ray C. Pooley was appointed
deputy chairman of Lloyd's of
London broker C.E. Heath P.L.C.

to replace David J. Barham, who
is retiring. Mr. Pooley was a Heath
director. •
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Bethlehem boosts benefits to offset pay cuts
A new contract between Bethlehem Steel

Corp. and 21,000 members of rhe United
Steelworkers union inel.ides empkyee ber.e-
fit changes linked to wage reductions.

Under the agreement, scheduled to take
effect July 1. the Bethlehem, Pa.-based steel
maker will provide union members witt a
combination of preferred stock and profit-
sharing benefits in return for omher bend.t
and wage cuts totaling abou: $1.96 an hour, a
company spoKesman said.

The company will distribute t) unionized
employees 10% of annual profits up to $.00
million and 20% of any profits in excess of
$100 million, the spokesman said. If the
payouts frorr annual profits do not equal ihe
wage and benefit cuts, union members v, ill
receive shares of Bethlehem convertible pre-
ferred stock at a stated value of $32 a share.

The shares pay a 5% annual dividend.
The agreement is similar to an earlier set-

tlement betKeen LTV Corp and :te union..
Under the Bethlehem agreement, the ie-

ductibles under Bethlehem's self-insured

major medical plan will double. Deductitles
for individual coverage will increase zo $15C
from $75, while the dedu:tible for famil)
coverage win increase to $300 from $150. The
lifetime maximum major med.cal benefit
will increase to $250,00C from $50,COO.

Coverage also will increase te $1,000 an-
nually from $400 for diagnostic X-rays, ultra-
sound and olher diagnostic procedures. Hear-
ing aids and prosthetics will now be ftlly
covered.

In additioi, a mail-order prescription Er:)·
gram will be implemented on Oct. 1, under
which union members wil- pay only 20% oE
prescription charges, he said. The ccmpany
has not yet decided who will administer the
prescription drug plan, nor has i: worked ou=
the full deta.ls of other benefit changes.

For example, the company plat:s to imple-
ment a utili: ation review program Oc.. 1 tha.
will include pre-admission certification, con-
current review and a mandatory second sur-
gical opinion program, the spokesman said.

1 benefit beat

Under the program, union members who
do not obtain a second opinion for 12 speci-
fied proDedures will pay a $300 pena.ty, he
said. The cost of the second opinion and, if
needed, a third opinion will be fully ccvered.
Employees who do not have non-eme:gency
hospital admissions reviewed will pay a pen-
alty of $250, he added.

Bethlehem also is planning to launch a
prepaid dental program Scr its unior.iz.Bd em-
ployees starting Oct. 1. Under this plan,
members will pay only a $25 deductiole for
.ndividial coverage and : $50 deductible for
family coverage. Under the curren: plan,
members pay a copaymenr on all services.

Early retirement
State employees in Iowa are being offered

early retirement incentives under a new law
passed by the Iowa Legislature last month.

Under the legislation, s-ate employees who
are age 62 or older as of Oct. 31, 1986, had
until July 1 to take early retirement, ex-
plained Dennis Jacobs. deputy director of the
Iowa Public Employees Retirement System
in Des Moines. Employees accepting the offer
must re:ire by Oct. 31, he added.

Employees accepting the offer could either
receive a cash bonus equal to 10% of their
annual salary in their last year of employ-
ment, up to a maximum of $5,000, or contin-
uation of their health, dental and life insur-

ance benefits until they reach age 65 at no
expense, Mr. Jacobs explained.

The continued benefit option also would
iriclude payment of the fill premium for em-
ployees enrolled in health maintenance orga-
nizations until age 65, Mr. Jacobs sa.d.

However, early retirees who decide to col-
lect their pension benefits before the normal
retirement age of 65 would receive reduced
benefits, Mr. Jacobs said.

The s.ate offers employees three self-in-
sured medical plans, for which Blue
Cross/Blue Shield of Iowa administers

claims, said Don MeNerney, state payroll ad-
ninistratir:

• Under one plan, employees pay a $100
deductible for individual coverage plus 20%
cf the first $8,000 for a maximum out-of-

pocket expense of $1,700. For family cover-
age, employees pay a $200 deductible and a
copaymmt of 20% of the first $15,000. The
maximum out-of-pocket expense is $3,200.

Empliyees must contribute $23 a month
for indiv_dual coverage and $149 a month for
family ccverage.

• Under another plan, employees pay a
$300 deductible for individual coverage, plus
a copayment of 20% of the first $3,000. The
maximum out-of-pocket expense is $900. Em-
ployees opting for family coverage pay a $400
deduct:ble, plus a 20% copayment up to
34,000, 1 cr a maximum out-of-pocket expense
of $1,20).

The full cost of individual coverage is paid
by the state. Employees with family coverage
must pay $34.84 a month.

• Under the third plan, employees pay a
3100 deductible per person, no matter how
many family members, plus a copayment of
10% of the first $5,000 in expenses per person.
The mn,imum out-of-pocket expense is $600
per person, he said.

Again. the staze pays the full cost of indi-
vidual coverage, while workers with family
:overage pay $57.76 a month.

The state also self-insures its group life in-
surance plan. Claims are administered by
Bankers Life Co. of Des Moines.

Under the plan, employees are provided
with basic life insurance coverage of $10,000
and can purchase an additional $5,000 with
the cost depending on the employee's age
Employees can purchase another $5,000 of

Call us at the telephone number most convenient for you.
Los Angeles 213/642-1995 / 800/421-2022

St. Petersburg 813/823-2666 / 800/237-6361
Offices in Boston  Chicago * Cincinnsti  Dalbs  Ft. Lauderdale '

Kansas City  Los Angeles * New York' San Franoisco ' St. Petersburg

life insurance after obtaining a statement oj
satisfactory health.

The state's dental coverage is self-insured
with claims administered by Blue Cross/Blue
Shield. Under the plan, employees do not pa3
deductibles or contribute to the premium for
single coverage. However, they contribute
$7.78 monthly to the premium for famil>
coverage, Mr. McNerney said.

The plan covers the full cost of routine
checkups and cleanings Employees pay 509i
of charges for fillings and tooth extractions
The plan does not cover orthodontia. The an·
nual maximum benefit under the plan is $50<
per person, he said.

The state estimates between 1,100 and 1,20(

employees are eligible to accept the early re-
tirement offer, Mr. Jacobs said.

"We estimated that somewhere around 25(

-or 20%-would accept the offer, and so fai
we are right on course," he said.

"Following the enrollment period, ther€
will be an evaluation by the governor's stafj
of how many employees participated," he ex·
plained. If the program does not achieve thE
workforce reduction desired, a second pro·
gram will be implemented, Mr. Jacobs said.

Military pensions
Legislation reducing pension benefits foi

military personnel has been approved b)
both the U.S. House and Senate.

H.R. 4420, introduced in March by Rep. Les
Aspin, D-Wis., proposes cutting the curreni
retirement benefit payable to 20-year veter
ans to 40% of salary from 50%, said a House
Armed Services Committee spokesman. Th
Senate version of the bill calls for a cut to 449

of salary, he said.
The bill is currently in conference and is

expected to be completed by the end of th,
month, he said. If enacted, the cuts will appll
only to persons entering the military on 01
after Aug. 1 and would not affect 30-year vet·
erans, who currently receive pension bene
fits equal to 75% of salary, he said. ,

STRUCTURED SETTLEMENT.
YOU GET ANSWERS FROM

OUR EXPERTS ABOUT
TORT REFORM.

NOWLEDGE. Which way is tort
reform headed at the federal level? In state legisla-
tures? Has the California MICRA law become the

guide for tort reform? Will the Ontario, Canada
model influence U.S. laws? Or will local concerns

produce a statutory patchwork guilt? How will
emerging trends affect your defense or settlement
of claims? The more you know now, the better.

WE ARE INVOLVED. Allan White-cofounder of

The Structured Settlements Company- was among
the leaders who originated the structured settle-
ment concept. Now he and others of our partners
and consultants serve as advisors to lawmakers at

both the state and federal levels.

WE SHARE OUR EXPERTISE. When the Defense

Research Institute recently held a seminar on
medical liability, two of our senior people were
members of the faculty. Others lead sessions on
structured settlements for the National Judicial
College. Can this expertise really make a difference

* to you? To find out ask Mark Dickson, or another
, of our consultants, to attend your next settlement

conference. At no cost.

THE
STRUCTURED
SFITLBIBE.
COMPANY
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ANNOUNCING A MAJOR EXPANSION

OF OUR EXCESS LIABILITY COVERAGE

Right now at American Home, a member
company of AIG, our primary concern is
making sure there's enough excess casualty
insurance to go around.

A CRITICAL LAYER

That's why we've worked hard to develop
one of the most critical layers of this kind of
insurance: $25 million in casualty coverage on
top of $25 million of underlying limit. It's part
of AIG's continuing effort to expand capacity

A

in a shrinking casualty insurance marketplace.
HOW TO GET THE PROTECTION OF

OURUMBRELLA

To find out more, have your agent or bro-
ker contact the AIG branch office nearest you.

We think you'll agree that these days
our ongoing commitment to underwriting
hard-to-find coverages can do a lot to insure
your future.

AI AMERICAN INTERNATIONAL GROUP
OF INSURANCE COMPANIES

Our Policies Are Your Best Insurance.
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Inasmuch as we are underwriters for ma» overseas and
domestic insurers, and gear our products and capabilities

towards people- related insurance and reinsurance markets
we take great pride in our own people

And so we have dispensed with the usual sleep-inducing
tombstone ad to announce-with a small flourish-

the addition of another decidedly fine person to our ranks
His name is Craig Chandor, and he will be our

Vice President-Sales. He will be responsible for the
marketing and sales of all Lockwmod, Dipple & Green products

Craig's resume is long and impressive, and he will
do a splendid job. Fbr us And for his clients

But you already knew that.
By the company he keeps

e
LOCKWOOD, DPLE & GREEN

mCORPORATED

300 Unicorn Park Dr. 5 Post Oak Park

Woburn, MA 01801 & Houston, TX 77027
(617)938-9010 (713) 961-4870

New Issue

Continental to form insurers
in Barbados and Bermuda

Continental Corp. is creating two
new insurers in Barbardos and

Bermuda, which together will
write excess casualty insurance
limits of $25 million excess of $25
million.

Barbados-based East River In-

surance Co. Ltd. will be a subsidi-

ary of East River Group Ltd., a
Bermuda holding company. An un-
named Bermuda-based insurance

subsidiary of East River Insurance
also will be formed.

The two insurance companies to-
gether will have initial capital of
$25 million, according to a Conti-
nental spokeswoman.

Continental decided to locate the

companies in Bermuda and Bar-
bados because their offshore loca-

tion will allow them "greater flexi-
bility" in developing products, the
spokeswoman said.

The two insurance companies are
expected to begin operations in the
near future.

Reinsurance for the new insurers

has been placed with "a number of
large, international reinsurers," but
the spokeswoman would not be
more specific.

Wayne H. Fisher, Continental's
senior vp-special operations, bro-
kerage and special operations
group, has been named chairman
of East River Group, while Bryan
S. Reid III, Continental's vp and
chief underwriting officer, was
named president and chief execu-
tive officer of all three companies.

This announcement is neither an offer to sell, nor a solicitat,on of an offer to buy,
any of these securities. The offer is made only by the Prospectus.

IL
LJ...0

Product liability
A new division of New York-

based management consultant A.T.
Kearney Inc. provides product lia-
bility consulting services to insur-
ance buyers.

Through Kearney's risk avoid-
ance and product liability division,
manufacturers can obtain risk as-

sessments, risk avoidance and
safety programs and crisis manage-
ment counseling, said Stuart M.
Statler, a vp who heads the divi-
sion. Mr. Statler is a former com-

missioner of the U.S. Consumer

Product Safety Commission.
"Our job will be to get the com-

panies to realize early on in the
case of a new product-or the po-
tential for a byproduct that may af-
feet the environment-that they
must pay as much attention to the
downside and risks of their product
as they do to the upside," he ex-
plained.

The consultant will help com-
panies identify their risks and then
utilize avoidance techniques such
as product redesign, caution labels,
disclaimers and advertising that fo-
cuses on proper use of the product,
he added.

"Safety management tends to be
left up to the third, fourth and fifth
levels down from top management.

1,200,000 Shares

The Navigators Group, Inc.

Common Stock

Price $18 Per Share

Copies of the Prospectus may be obtained in any State from such of the undersigned as may
legally Offer these securities in compliance with the securities laws of such State.

Donaldson, Lufkin & Jenrette
Securities Corporation

Bear, Stearns & Co. Inc. The First Boston Corporation

Dillon, Read & Co. Inc. Drexel Burnham Lambert
Incorporated

E. E Hutton & Company Inc. Kidder, Peabody & Co.
Incorporated

Montgomery Securities PaineWebber
Incorporated

L. F. Rothschild, Unterberg, Towbin, Inc.

Wertheim & Co., Inc.

June 20,1986

Alex. Brown & Sons
Incorporated

Hambrecht & Quist
Incorporated

Lazard Freres & Co.

Prudential-Bache
Securities

Shearson Lehman Brothers Inc.

Dean Witter Reynolds Inc.

There are factors that should be

brought to the attention of top
management, and that's where we
come in," Mr. Statler said.

The risk avoidance and product
liability consulting division is based
in A.T. Kearney's office at 875
Third Ave., New York, N.Y. 10022,
212-751-7040.

Nationwide PPO

Partners National Health Plans,
the joint venture between Aetna
Life Insurance Co. and a subsidiary
of Voluntary Hospitals of America,
is forming a nationwide preferred
provider organization aimed at eli-
ents with multiple locations.

Partners National Advantage is
made up of around 550 VHA-affi-
liated hospitals in 45 states and the
District of Columbia.

"The first product of the Na-
tional Advantage program is a
competitively priced, hospital-only
PPO," said Dale Thomas, chairman
of Dallas-based Partners National

Health Plans.

He said the program will be ex-
panded in the future to include
physician providers.

Robert Goodby, vp of Aetna's
employee benefits division in Hart-
ford, Conn., said: "We now have

the network in place. We expect to
start marketing activities in late
summer."

The plan's first clients should be
enrolled by the end of the year, he
said.

Mr. Goodby said most of the
PPO's clients probably would be
employers with more than 1,000
employees, although there are no
size requirements for a business to
become eligible for the plan.

While the plan's clients likely
will be those with operations in
more than one location, Mr.

Goodby pointed out that the PPC
would be available to "single-site
companies" as well.

However, the network offers
particular advantages to businesses
with more than one location, h€
added.

"A national employer will be
able to deal with one entity," he re-
marked, noting that the network
would be able to provide a consis-
tent method of billing and adminis-
trative activities for all locations.

Claims administration will be pro-
vided by Aetna.

Services like utilization reviews

and pre-admission certification will
be handled through the Partners
Health Resource Management pro-
gram in Dallas.

Partners National Health Plans

was formed last year by Aetna and
VHA Enterprises, a VHA affiliate
(BI, July 22,1985).

Mergers/acquisitions
The Crump Cos. Inc., the na-

tion's eighth-largest broker, has ac-
quired ISU/Chandler Insurance
Agency of Burlingame, Calif. The
services and current operations of
ISU/Chandler will be combined

with Crump/Kindler & Laucci In-
surance Brokers, Crump's San
Francisco affiliate. ISU/Chandler
with 1985 commission revenues to-

taling about $1 million, provides
retail brokerage and risk manage-
ment services.

Alexander & Alexander Inc

has acquired Hansen & Associ·
ates Inc., an Overland Park, Kan.-
based actuarial services company
A&A Inc. is a subsidiary of Alex-
ander & Alexander Services Inc.

the second-largest broker in the
United States. .



Glisson named Tallahassee's risk manager
comings & goings: buyers

Jimmy R. Glisson, 33, has been
named risk and insurance officer
for the city of Tallahassee, Fla. In
this newly created position, he will
be responsible for property/casu-
alty and self-insurance programs
for Florida's capital city, reporting
to Robert B. Inzer, city trea-
surer/clerk. Prior to this appoint-
ment, Mr. Glisson was director of
risk management and safety for the
city of Gainesville, Fla. He re-
ceived a bachelor of science degree
in education from Troy State Uni-
versity in Troy, Ala., and a master's
in safety education from Auburn
University in Auburn, Ala. In addi
tion, Mr. Glisson is a representative
to the Public Risk & Insurance
Management Assn. and the Ameri
can Society of Safety Engineers.

***

L. Marilynn McCullough, 31
has been named manager of em
ployee benefits at The Buckman
Van Buren Group in Abington, Pa
In this position she will be respon
sible for administering the com
pany's flexible benefits plan, main
taining records on group insurers
and developing proposals and spec
ifications. She replaces Deborah
Geer, who left the company, and
will report to Joseph T. Ellis.,
director of employee benefits. The
Buckman Van Buren Group pro
vides financial services that in

clude the design, maintenance and
implementation of property/casu
alty and group insurance and pen
sion, profit-sharing and 401(k)
plans. Prior to joining BVG, Ms
McCullough was a cost-contain
ment specialist at Prudential Insur
ance Co. of America in Horsham

Pa. Ms. McCullough received an as
sociate of arts degree in business
administration from Florida Junior

College in Jacksonville.
***

Cindy Miller, 41, has been
named risk analyst for the Chula
Vista City School District in Cali-
fornia. In this newly created posi-
tion she will be responsible for the
school district's risk management
program. Ms. Miller reports to John
Linn, assistant superintendent of
business services. Prior to this ap-
pointment, Ms. Miller was risk ana-
lyst with Rohr Industries, an aero-
space subcontractor, in Chula
Vista.

***

Roger E. Dailey, 52, has been
promoted to vp of corporate insur-
ance and benefit funding at Equi-
fax Inc. in Atlanta. In this position
he will oversee
administration

of employee
benefits, includ-
ing the design
and funding of
employee bene-
fit programs;
pension plan de-sign and invest- 
ments; prop-
erty/casualty in- Mr. Dailey
surance and un-
employment compensation; and
risk management for various Equi-
fax subsidiaries. Mr. Dailey reports
to Ed Devaney, corporate vp-secre-
tary. Mr. Dailey, who joined Equi-
fax in 1955 as a field representa-
tive, was staff vp of the corporate
insurance and benefit funding de-
partment prior to this appointment.
Mr. Dailey received a bachelor of
science degree in accounting from
the University of Toledo in Ohio.
He holds the Associate in Risk
Management designation, is a
member of the Southern Pension

Conference and a deputy member
of the Risk & Insurance Manage-
ment Society.

***

Pamela Ravanelli, 27, has been
named corporate insurance special-
ist at Diversified Energies Inc. in
Minneapolis. In this position she
will complete applications and

work with claims, while assisting
David J. Hennes, director of risk
management, with coordination of
insurance programs for DEI and its
seven subsidiaries. Ms. Ravanelli

will report to Mr. Hennes. Prior to
this appointment, she was an insur-
ance specialist with S.J. Groves &
Sons in Minneapolis. Ms. Ravanelli
received a bachelor of science de-

gree from Central Michigan Uni-

D-

versity in Mount Pleasant and is a
licensed insurance agent.

***

Donald A. Stryszko has been
appointed loss control analyst at
Cox Enterprises Inc. in Atlanta. In
this new position, Mr. Stryszko will
coordinate property and casualty
loss control activities for Cox, in-
cluding programs for employee
safety, fleet safety and property

protection. In addition, he will con-
sult with locations on government
safety regulations and assist with
on-site loss investigations. Mr.
Stryszko reports to Ted L. Young,
corporate risk manager. Prior to
joining the diversified communica-
tions company, which is involved
in newspaper publishing, televi-
sion, radio and cable broadcasting
and auto auctions, he was a fire
safety/design safety specialist at
Georgia State Univerity in Atlanta.
Mr. Stryszko received a bachelor of
science degree in fire and safety

engineering and industrial risk
management from Eastern Ken-
tucky University in Richmond. In
addition, he holds a bachelor of ap-
plied science degree in forestry
from Elon College in Elon College,
N.C.

.

We'd like to report on staff changes in
your company's risk management,
safety or employee benefits depart-
ment. Just drop a note to Paul Win-
ston, Business Insurance, 740 N. Rush
St., Chicago, Ill. 60611, or CaU 312-649-
5442. Please send a photograph, too.

FASTRAK™Mil Take OnYour Claims
Administration Challenges... Big or Small.

Automated Health Claims system, FASTRAK gives you the same
Systems f6r capabilities it's been giving major insur-

Self-Administered's. ance carriers since 1977.
Whether you are a multi-national Four Sizes Fit All.

conglomerate or an aggressive young Available in four versions, the
company... FASTRAK family can knock out anyWhether you own the largest IBM insurance claims challenge, largemainframe or have no computer or small.
facilities at all • dw&a™/FASTRAK...the solution to

The FASTRAK™ family of insurance automated claims administration
software systems from Dyer, Mklls & for IBM mainframe computers.
Associates will solve your health claims

• dw&a/FASTRAK VS™ foradministration needs.
companies having specialized orThe Champion of
limited claims processing needs, it

Claims Systems.
operates on the WANG VS line of

FASTRAK completely automates minicomputers. FMN*
the adjudication and processing of • dw&a/FASTRAK PC™ for orga-health claims. It lets your company

nizations whose needs are best
process all types of claims and handle

met with a microcomputer-basedevery aspect of claims processing:
claims system.from enrollment eligibility verification

to benefit determination to payment • FASTRAK Processing Services...
processing. available for companies with small

It also accommodates a wide range volumes or those who do not wish

of plans including medical, dental, short to process in their own data

term and long term disability...in any centers.

combination. Plus, system flexibility Send for Your Free Brochure.
means you can easily adapt FASTRAK  Since the beginning, Dyer, Wells &
to meet your changing needs. Associates has been a leader in insur-

A technologically sophisticated ance claims and other cost saving

*Wang is a registered trademark of Wang Laboratories, Inc., Lowell, MA.

insurance software packages. We
stand by a record of achievement and
innovation that ensures our systems
will never become outdated.

Mail this coupon, today.

1-6 yes. I want to learn how FASTRAi<31
can solve my health claims admin- |

I istration needs. I have checked the I
 system(s) I am interested in.
 O IBM Mainframe El IBM Mainframe 

(CICS/VSAM) (IMS DB/DC)

1 O Personal Computer ID Processing Services I
 O WANG VS
1 Name.

1
Company

 # of Employees
 Address
1 City State I
| 7ip Phone ( 1

1
1 Dyer, Wells & Associates i

1

| Mail to:
1 Marketing Administrator Want to talk? 1
1 Dyer, Wells & Associates Call us at:

2251 Lake Park Drive (404) 432-5888
| Smyma, GA 30080

Bl-7786
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When law and order was finally restored in Dodge C
The "Cowboy Capital" was restless. The rustlers brought

the crime. Wyatt Earp brought back the law.
The day people could once again walk the streets of

Dodge without fear, Allendale had been doing its insureds
ii ict- r fnr d.1 17(/jre

In a changing world where events shape history, this is our
way of reminding you of one progressive, stable company
that's been around since 1835.

Today at Allendale, we continue to shape the history
r,flner rAnt¥•Al un+11 onfrinoorincy trdininn rocodr,41 dnA



„ Allendale had been shooting straight for 41 years.
testing, responsiveness and fairness in the way we do
business.

Throughout the years we've been more than an ordinary
insurance company. Commitment to our insureds goes well
beyond the property coverages we provide.

After a century and a half, that part of our philosophy is
not about to change.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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There's a pride in doing well, especially when it's useful to others.You can hold your head a little higher, knowing you've contributed something needed.Our pride is based on our employee benefits programs, from group insuranceto pension plans,and the service we deliver. The pride is an intangible but we think it's visible in a lot ofways - responding quickly to our clients' needs, building a uniqueness into every programwe develop, doing every last thing we know how to do to perform beyond expectations.You know Mutual of Omaha Companies Group Operation as one of the largest groupinsurance carriers in America. Now learn how we take that responsibility with heads high.For valuable facts about cost-competitivegroup and pension programs,send your business card to Terry Van Noy, Vice President,Mutual of Omaha Companies, Mutual of Omaha Plaza, Omaha, NE 68176.

Mutui]1610
g'Omaihufdw*
Mumill#Omiihil Companies
Group Operation
One of America's largest

group insurers
Mutual of Omaha Insurance Company

United of Omaha Life Insurance CompanyHome Office: Omaha, Nebraska

£4.1
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No winners
Problems pervade comp system in Australian state

By Jerome Karter

LL BETS ARE off in the Australianstate of New South Wales since the

government declared no winners, only
losers, in the worsening workers
compensation market there.

Under pressure that was rising as fast
as claims costs, the New South Wales

government marked the first
anniversary of its strict control of the
state's workers compensation insurance
system by announcing an average
increase of 20% in "gazetted" or tariff
rates, effective June 30.

The annouhcement, although
anticipated, has rekindled the
controversy between insurers that
protest a 20% rate increase is inadequate
and employers that contend that existing
rate levels are too high (BI, Jan. 6).

Quarreling between insurers and
employers is allayed only by their
agreement that a rate increase of any size
is ineffective without a concurrent cut in

benefit costs. The insurance industry in
New South Wales has severely criticized
the government over the past year for
controlling rates while failing to contain
the escalating cost of benefits.

Since June 1, 1985, 20 underwriters-

including CIGNA Corp., American
International Underwriters, Royal
Insurance P.L.C., Allianz Group, and
General Accident Fire & Life Assurance

Corp.-have withdrawn from the New
South Wales workers compensation
market.

In response to the announced rate
increase, 17 additional insurers

threatened to withdraw from the market

by June 30. Insurers that failed to
withdraw before that date would have

been forced to write workers

compensation insurance in the coming
year.

The insurers' latest agitation was
caused by the fact that the proposed rate
hikes were substantially less than the
70% increase recommended recently in a
study commissioned by the Insurance
Council of Australia. The study
supported the private insurers' position
that increased funds are needed to offset

the pattern of steadily inflating
development Costs.

A separate study, conducted
concurrently, cited growing claims costs
as the reason for a recommended 71%

rate hike.

Current gazette rates for
manufacturers in New South Wales not

only are higher than workers
compensation rates in any other part of
Australia, but are, in fact, some of the
highest in the world.

To make things worse, employers in
New South Wales that paid tariff

Jerome Karter is vp and
manager Of the New
York International De-

partment of Johnson
and Higgins. His col-

 umn on international
issues appears the first
Mondav of every
month.

international issues

workers compensation premiums in
excess of $2,000 Australian annually were
forced to assume a $500 Australian

deductible per claim when the
government plan was inaugurated in
June 1985. The government mandated
the per-claim deductible as an incentive
for employers to reduce claims costs by
creating a safe work environment.

But, the combination of gazette rates
and assumed deductibles pushed 1985-86
workers compensation costs for most
New South Wales manufacturers

significantly above the levels recorded in
1983-the year of the highest recorded
workers compensation rates in New
South Wales.

The 20% rate increases on June 30 are

accompanied by a new experience rating
formula that considers only the previous
two years' wages and claims. The
expiring formula used three years' wage
and claims experience. While this change
had the effect of removing prior adverse
loss history for many employers,
increases in industry classification factors
are expected to offset any possible
benefit.

While some contend the 20% rate

increase was intended to weed out a large
number of workers compensation
underwriters, the New South Wales

government appeared to show good faith
by discussing counterproposals with the
insurance industry.

The first counterproposal reportedly
paralleled the WorkCare scheme adopted
in Victoria. Under that system, insurers
act as administrators of a government
fund and premiums are levied by the
government. All employers in Victoria
with a total annual payroll of $5,000
Australian or more must register with
WorkCare, and employers with an
annual payroll in excess of $10,000
Australian must bear the claim cost of the

first five days of earnings per claim.
Industry support for this scheme in

New South Wales was insufficient to

promote its passage.
The second counterproposal, a

"managed fund" that would have
allowed insurers to share in the comp

system's surplus or deficit, also was
rejected. Under this plan, all workers
compensation insurers would have been
required to establish a separate
corporation, known as a fund, with
paid-up capital and no existing business.
Each fund would be required to maintain
separate accounting books reflecting
premiums, claims and expenses.

If inadequate premiums or adverse loss
experience created a deficit in an
insurer's fund, the State Compensation
Board would levy future premiums
against all funds to be distributed to the
deficient fund. However, future levies
would not be distributed to insurers that

mismanaged a fund.

Insurers reacted negatively to this
scheme because its provisions were
considered too cumbersome to enable

participants to realize a surplus.
As an example, individual funds would

not have been allowed to write more than

a 20% share of the state's workers

compensation business. Under this
provision, insurers that specialize in
workers compensation would have been
forced to unload a portion of their books,
experiencing a dramatic decline in
premium income.

Insurers also balked at a provision that
would have required paid-up capital to
equal 10% of outstanding liabilities,
although it could not be treated as an
asset until the fund was "wound up."

With a recent estimate of the industry's
outstanding liabilities pegged at $2.5
billion Australian, insurers would have

been required to raise approximately
$150 million to $250 million Australian
over a three-year trial period.

As expected, a shakeout in the number
of workers compensation insurers
followed the industry's rejection of the
two counterproposals. As of July 1,
probably only five insurers will be
writing workers compensation insurance
in New South Wales, including the
Government Insurance Office.

The three remaining commercial
insurers have agreed to renew their
existing books of business and to write
new business developed from the books
of the withdrawing workers'
compensation insurers, while a fourth
insurer will renew its existing book of
workers compensation business but will
not accept new business.

In accordance with the government's
request, the five remaining insurers will
not compete with each other for business
already on their books. Competition for
replacement business also is expected to
be mitigated because gazette rates will be
the same among all underwriters.

All withdrawing insurers will be
responsible for incurred-but-
not-reported claims that occurred while
coverage was in force.

It is rumored that the New South

Wales government has achieved its goal
of reducing the number of active workers
compensation insurers prior to
implementing a "managed fund" scheme
on Jan. 1, 1987. Between now and then,

the government will review recent
recommendations from the State

Compensation Board that would radically
restructure existing benefit levels.

The proposed reforms, not yet released
publicly, are expected to limit an
employee's right to sue under common
law, reduce the lump-sum benefits and
change the procedure for medically
assessing claimants.

A further recommendation rumored to

be under review would merge the
workers compensation scheme and the
New South Wales accident compensation
scheme with the hope of decreasing
benefit costs.

The State Compensatjon Board is
preparing a white paper on the proposed
reforms to be circulated to any interested
party, including workers, employers,
insurers, brokers and attorneys.

While the government expects strong

lobbying against the proposed reforms,
itsmove to solicit popular opinion is
viewed by some as proof of its intent to
change the system to satisfy the majority.

Employers in New South Wales that
expected to achieve cost savings under
last year's government mandated plan
have been disappointed.

In the Australian state of Victoria, it is

too soon to assess whether public sector
control of the workers compensation
system is more cost-effective than private
sector control.

The jury will be out until the
WorkCare system celebrates its first
anniversary Sept. 1.

One aspect worth monitoring is the cost
of benefits paid to injured employees.
Under WorkCare, employees in Victoria
lost their common-law right to sue an
employer for negligence that results in
lost earning capacity. In exchange, the
WorkCare system will make weekly
payments to a totally incapacitated
worker that equal the lesser of 80% of a
worker's pre-injury average salary or
$400 Australian.

Payments will continue at this benefit
level during the period of total incapacity
for work. While the provision was
intended to reduce claims costs, critics of
the WorkCare system contend that
scheduled benefits will keep claim costs
high while necessitating large premium
levies.

WorkCare critics also point to
problems in claims handling. The
Victoria government initially licensed
nine private rehabilitation providers as
part of the WorkCare system. It is
rumored that the existing centers are not
working well and that the government
plans to set up a commercial center to
compete with the private providers.

The Victoria WorkCare work comp
system, like that of New South Wales,
deserves further monitoring in the
coming months.

Other Australian states are making
few, if any, changes in their workers
compensation schemes. In Tasmania,
private insurers write workers
compensation insurance without
government control and no change is
expected.

In Queensland, the government has
controlled the workers compensation
market for many years and it is
continuing to run smoothly. In Western
Australia, licensed workers

compensation insurers are offering
renewals and writing new business.

In South Australia, three underwriters

are entertaining new business, while
other active workers compensation
insurers are renewing their existing
books but not accepting any new
business.

Multinationals with subsidiaries in

Australia should continue to pay strict
attention to casualty loss control
procedures to minimize losses and control
claims costs.

While employers in New South Wales
and Victoria have little control over

government-mandated rates, they can
work to reduce the frequency and
severity of on-the-job accidents. .



Tips for pre
Agencies and brokerages can use a variety

of devices to reduce their exposure to errors
and omissions claims Dom clients and insur-
ers, agency experts say. Such tips include:

• Develop set policies and procedures for
dealing with clients, prospects and insurers,
and make sure that all agency or brokerage
employees understand and follow these pro-
cedures.

• Record every transaction and conversa-
tion with clients. and insurers in writing and
file them in clients' files

• Never offer off-hand advice to a policy-
holder. If you aren't sure of what you are
saying, tell the policyholder you will get back
with him or her after you verify the infcr-
mation. This pertains equally to all employ-
ees, because each represents the agency or
brokerage.

• Make sure producers' family members
are aware of the impor.ance of taking proper
phone messages if a client 2alls the producer
at home to report a loss. Also stress to family
members that they should never assure eli-
ents that the loss will be insured until the
producer verifies the ccverage.

• Do not exceed the binding authority
given to you by your insurers. Get company
binding requirements .n writing and main-
tain them in your files to protect yourself if
the company later alleges that its binding a J-
thority has been exceeded.

e When binding coverage, always use a
formal written binder form that gives the ef-
feetive date of the binder, names the insurer
and details limits, deductibles, conditions and
exclusions. If no binder is issued, get the eli-
ent's or prospect's signature on an "ackno 1-
edgment of no binder" form so that the poli-
cyholder will not later allege that he or she
understood that the coverage was bound.

• Notify both primary and excess insurers
immediately after a first- or third-party
claim is filed. Also inform clients of their
duties in the event of a loss, and keep them
advised of the progress of their claim, noti-

enting errors & omissions suits
When renewing a client's policies, explain any

changes in policy forms or coverage and
document in the client's file that the changes

were explained to the policyholder. Also verify that
policy information is still accurate.

V
1

fying them promptly if it appears that the
insurer will deny coverage.

• Submit all applications from clients and
prospects as quickly as poss-ble to avcid mis-
placing them.

Immediately after placing coverage for a
client, send the client a letter verifying that
the coverage you requested from the insurer
was what the client had requested. Then,
when the insurer issues coverage, make sure
the policies are correct before sending them
to the client.

• When quoting on an account, inilude a
quote for every possible exposure the client
might have at the limits you think are neces-
sary

If the client declines to insure an exposure
for which you have rcommended coverage,
or requests limits that are lower than >ou feel
are necessary for the exposire, thoroughly
explain the additional exposure End have the
client sign on the qucte that they have de-
clined coverage.

Then, as a further precaution against E&0
claims, send the client a letter stating that
you are sorry that he or sh€ did r.ct agree to
the suggested coverage, explaining once
more the added exposure.

• When renewing policies, explain any
changes in policy forms or coverage and doc-
ument in the client's file that tte changes
were explained. Also verify that policy infor-
mation is still accurate.

• Never renew an account without check-
ing for adequate limits, changes in opera-

OUR FIFTEENTH YEAR OF EXPERIENCE

lions, conditions or exposures or additional
coverage requirements.

• Carefully explain language and cover-
age changes in the new commercial general
liability policies, especially to those affected
by the pollution exclusion. Clients in states
that have approved use of the new claims-
made form will be particularly affected. Af-
terward, have the client sign a statement say-
ing that you explained these changes.

• Build a good in-house suspense file to
monitor client expiration dates to make sure
that coverages do not lapse.

• Never sign a policyholder's signature on
an application. In most states, this is a crimi-
nal offense that voids coverage under an
E&0 policy.

• Never assure a client that you are pro-
viding him or her with "full coverage." If
you make such a promise and the client later
suffers an uninsured loss, your agency or
brokerage stands a good chance of being held
responsible for the loss.

In fact, avoid any sweeping generalizations
suggesting that your product is the best or
most comprehensive on the market. It may
not be.

e When a client requests cancellation of
all or a portion of his or her coverage, ask for
the specific request in writing.

• Make sure the licenses of all producers
in the agency or brokerage are current.

• Be extremely careful when working
with coverages with which you are not com-
pletely familiar to make sure they cover

what you want them to.
• When layering coverage, pay close at-

tention to the way the different forms stack
to make sure that unforeseen gaps do not
occur between the layers that later could give
rise to an E&0 claim.

• Keep records of all correspondence with
clients that might become useful in defend-
ing a future E&0 claim.
• Carefully monitor the financial health
of insurers with which you place business.

It has always been an agent's or broker's
duty to place an account with a financially
sound insurer. With the recent increase in in-
surance company insolvencies, however, eli-
ents have started filing E&0 suits seeking
that their agent or broker be held responsible
for detecting that an insurer with which he
or she places business may be having finan-
cial problems.

While several court cases are pending on
this issue at present, to date there have been
no adverse decisions holding agents or bro-
kers responsible when an insurer has gone
insolvent, agency experts say. But, because
the potential for such a decision exists, this is
an area that requires close attention.

Agencies and brokerages can use a variety
of methods to help them monitor an insurer's
financial health. Such methods include, but
are not limited to: checking A.M. Best Co. re-
ports; examining insurers' annual statements;
watching the stock performance of publicly
held insurers; observing changes in service or
delays in claim payments; noticing with-
drawal of insurers from geographic terri-
tories or lines of business; observing signifi-
cant management changes; analyzing
changes in the company's combined ratio;
and checking the insurer's premium-to-sur-
plus ratio.

• When placing a client's business with a
surplus lines insurer, explain to clients that
these insurers are not covered by state guar-
anty funds in the event they becomes insol-
vent. •

STOP LOSS PROTECTION FOR SELF INSURED
HEALTH CARE PLANS

r
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1

ATTENTION: CONSULTANTS,
ADMINISTRATORS, AGENTS, BROKERS

Aggregate and specific excess coverage for
qualified groups with as few as 150 employees.

Write or call for your copy of our brochure.

* afajelle Life
t
 The Lafayette Life Insurance Co.Founded as a Mutual Company in 1905

317-477-7411

Tommy Anderson, CLU
Group Vice President
The Lafayette Life Insurance Co.
P.O. Box 7007-D
Lafayette, IN 47903

Dear Tommy: Please mail me complete details about Stop Loss
Protection.

Name

Company

Address

City

St.te 7ir Phom

Title
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Corp.'s Brokerage Services Group
in New York.

Proper documentation is of the
utmost importance in successfully
defending E&0 claims, sources
stress.

"E&0 claims often go back over
several years. Documentation helps
in refreshing us on the particulars
of these cases.

"Some of the people involved
may have even left the company by
the time the claim is settled," said
Bill G. Jenson, corporate vp with
Arthur J. Gallagher & Co. in Roll-
ing Meadows, Ill.

Mr. Holland suggests that agen-
cies or brokerages confirm in writ-
ing all conversations with clients
that initiate some action to make
sure there has been no misunder-

standing
Such procedures do not have to

be complicated, experts stress.
In fact, procedural changes

aimed at reducing internal E&0
exposure "can be as basic as rede-
signing telephone conversation
note pads, handing out E&0 check-
lists for employees to complete or
having a procedures manual and
following it," said Robert H. Moore,
senior vp of corporate relations for
Alexander & Alexander Services

Inc. in Washington, D.C.
"Most of the claims we see are

the result of just plain carelessness
and lack of documentation. People
are told or asked to do something
and just forget to do it," said Eric G.
Gustafson, chairman of Blake In-
surance Agency Inc. in Ports-
mouth, N.H., and chairman of the

E&0 committee of the Independent
Insurance Agents of America.

"E&0 claims often come down to

mistakes in documentation," Mr.
Moore agreed. He added that not
only does an E&0 claim present an
agency or brokerage with financial
problems, "it is also a disaster to eli-
ent relations."

Alexander & Alexander estab-

lished a quality control department
in late 1985 to increase employee
awareness of E&0 exposures. The
department stresses the positive re-
suits of following proper office pro-
cedures, Mr. Moore said.

"Good office morale and a sense

of self-worth are very critical" to
reducing E&0 exposures, Mr.
Moore said.

Corroon & Black also accentuates

the positive, according to Mr. Max-
well.

"We are not presenting the situa-
tion as an E&0 problem. We feel
we should emphasize professional
standards. . .and we are looking for
input from employees," Mr. Max-
well said.

Agents or brokers say they some-
times bring in outside authorities to
address the E&0 situation.

"We have retained the services

of a large law firm. The lawyers
come in and meet with our manag-
ers, agents and key support people
to alert them to the types of situa-
tions that cause losses, and proce-
dures we can use to hold losses

down," said Martin L. Vaughan III,
executive vp of retail operations
with Poe & Associates Inc. in

Tampa, Fla.
Of special concern to agents and

brokers are the new liability policy
forms-particularly the Insurance
Services Office's claims-made com-

mercial general liability policy-
that are now being issued.

It is not yet clear how many po-
tential E&0 exposures may arise
from the new forms.

While claims-made forms have

been used for several years by
companies to insure difficult lines
of coverage such as medical mal-
practice and product liability, not
all agency or brokerage employees
have handled claims-made forms to

any great extent.
Changes also have been made in

other liability forms, including ex-
clusion of nearly all types of pollu-

Documentation is of

utmost importance in
defending E&0
claims, agency
experts stress.

tion coverage, simplified policy
language and the setting of aggre-
gate limits.

Not only must agency personnel
understand the changes in the
forms and how they affect their
commercial lines clients, they also
must be prepared to explain those
changes and the resulting expo-
sures to those clients. Otherwise the

agency or brokerage will leave it-
self open to E&0 suits, observers
agree.

While Mr. Ha.[grave said that he
does not anticipate an en masse

Continued on next page
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For over 25 years - Brownyard has protected
the Security Guard Industry.

In 1959, William H. Brownyard created insurance protection for private
security agencies. Since then, a whole Brownyard team has perfected

the coverage. They continue today to provide state
of the art protection to security guard agencies

throughout the United States with stable,
A rated and licensed carriers.

• Professional Liability Insurance
• Umbrella Liability Insurance
• Third Party Fidelity Bonding

81«NYARDBROTHERS
20 Fourth Avenue, Bay Sh6re, N.Y. 11706 • (800) 645-5820/(516) 666-5050

MAN V TYPES OF COVERAGE ARE WRAFFEP UF
IN MET LIFE'5 PAYROLL DEDUCTION FLAN.

r

Finally, brokers can offer employers a full
payroll deduction portfolio called Metromatic.

Bundle up with the thought of Met's quality
line, including a choice of Universal Life products.
The variety has flexibility to fit more personal
insurance needs.

On top of that, Metromatic costs

employers virtually nothing.They won't even
have to worry about paperwork, because we'll
do it. Employees get the coverage they want.
Employers have to do very little to provide it.

Kind of gives you a warm feeling inside.
Call Met Life at 1-800-638-768Z

GET MET. IT FAYS.

 Metropolitan LifeANDAFFILIATEDCOMPANIES

©1986 Metropolitan Life Insurance Company. NY. NY. Universal Ute Insurance issued by Metropolitan Insurance and Annuity Cornpany, NY. NY
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Continued from previous page
switch by insurers to claims-made

forms. he predicts that the many
different forms currently available
in the marketplace "will cause
even more problems" with E&0
claims, unless agents and brokers
can properly explain how each
form differs.

But Edward P. Hollingsworth, vp
with Frank B. Hall & Co. Inc. in

Briarcrliff Manor, N.Y., admitted,
"Right now we can't foresee all of

the things that could possibly go
wrong with the forms. All brokers
are faced with the dilemma: How

can we keep clients fully informed
when we haven't had the losses

yet?"
Because of this uncertainty,

many brokerages and agencies
have designed training programs to
teach employees about the changes
and to alert them to potential expo-
sures.

"We have developed a sync'hron-

ized slide/tape show with a 36-page
accompanying booklet that we dis-
tributed to 66 of our offices in the

U.S. and abroad. We've provided
these offices with the materials to

conduct staff meetings to discuss
these concerns," Mr. Hollingsworth
said.

In addition. employees are en-
couraged to attend claims-made
seminars and workshops conducted
by local chapters of the IIAA, PIA
and the Society of Chartered Prop-
erty Casualty Underwriters, Mr.
Hollingsworth added (see story,
page 24H).

The Crump Co.'s Mr. Huffman
said that his company has produced
a videotape and information packet
on the claims-macie policy and dis-
tributed it to all of its branch of-

fices.

The program is designed to in-
form all einployees about the
changes, he explained.

"The tape describes the new
form, contrasts it with the old form,

and calls particular attention to the
increased E&0 hazard, especially
in layers of coverage and excess
coverage. It explains how impor-
tant it is for employees to make
sure the forms line up," Mr. Huff-
man said.

Crump also furnished its offices
with materials that explain to cli-
ents coverage changes under the
claims-made form.

Fred S. Jaines is in the process of
filming an updated E&0 tape to re-
place one that the brokerage
designed for its employees 10 years
ago, said Mr. Peterson.

The new tape, to be distributed to
all James' offices in the fall, will

explain procedures employees can
use to guard against E&0 suits,
stressing the importance of docu-
mentation.

"The tape will present hypotheti-
cal events that can lead to an E&0

suit and what employees should do
if they suspect an E&0 claim will
be filed," he added.

It will be accompanied by an ex-
planatory pamphlet, a summary of
insurance forms and an insurance

checklist.

In May, at the annual meeting of
the National Assn. of Insurance

Brokers at Pebble Beach, Calif.,
Mr. Peterson offered to make the

E&0 tape available to other bro-

kers to show to their own employ-
ees.

James also began preparing its
employees for the new claims-
made form in 1985 through a series
of training seminars, Mr. Ruoff
said.

The seminars were held at the

corporate, regional and local levels,
he explained.

"We started early on telling our
people about claims-made, from
management down to claims peo-
ple. This affects everybody who is
even remotely involved in han-
dling a client's business that in-
volves liability insurance," he said.

The claims-made seminars dis-

agent/broker topics

'Right now we can't foresee all of the things that
could possibly go wrong with the forms. All

brokers are faced with the dilemma: How can we

keep cl ents fully informed when we haven't had
the losses yet?' says Edward Hollingsworth.

cuss case examples as well as tne-
ory, and include course materials.

"WE give e:zamples of how we

believe claims-made applies, al-
though the rcurts may have the

final -n:erpre-ation as to what they
believe the words say," Mr. RLOff
added.

For : number of years, Corroon
& Black has been sending an in-
structicnal rexsletter, "Pointers/'

to its field offices, explained Mr.
Maxwell.

The newsle·ten published atout
once a month often features tips on
reducing an office s exposure tc

* j

E&0 suits.

Corroon & Black also held CGL

seminars in 30 cities for employees
and clients during the last year. In
acdition, the brokerage· "held four-

day 'train the trainer- sessions ti
teach our trainers from each region
about the forms," Mr. Maxwell
saic.

The trainers then retirned to

their respective regions to te acn
employees locally, Mr. Maxwell
added explaining that tte "train
the trainer" sessions involved three

people from each of :he broker's six
regions.

"We designed a video to send
tack tc the offices with the train-

ers. .on the features of the CGL

and what areas to watch out for.

Checklists, the types of letters to
write, etc., are all part of our train-
ing session on the CGL claims-
made form," Mr. Maxwell said.

Corroon & Black's human re-

sources depariment employs sev-
eral people responsible solely for
training the broker's employees, he
added.

A&*'s Mr. Moore said that since

E&0 suits are often simply the re-
sult of carelessness, "We are imple-
menting a campaign to promote
employee awareness of E&0 expo-
sures through videotapes, quarterly
newsletters on quality control,
workshops at the local level, post-
ers, and at the annual management
meetings.

"We are preparing the video and
design.ng the newsletters now," he
added.

A&A already has begun conduct-

ing t.-le worisho:a aid the ,

and newsletters will be c·ut bj
fall, Mr. Mocre noted. These w 1

distribu:ed :0 all 01 A,Flis U.S.

fices, hesaid.

Gallagher oegan using E&,
checklist: or. client files more than

10 years ago accorzing to Mr. Jen-
sen. Employees compl€te a new
cke:=clist for every commercial
lines client at eazh renewal. But

w nile e nployees :ye sti] I using the
32:0 checklis:s, 6.r. Jensen said

that .he orokerage ncw also audits
cl ent files.

A gri.p of a.=ount managers
performs the a_idis, and 'if a file is
not in good shape, it .s returned to
tl-e or)ducer tc camplete cor-
rectly," Mr. Jensen explained.

Besides the audit procedure, Mr.
Jensen has ''pu: :Dgether a com-
pIet€ presentation mat I do a ouple
01 times a year, or mcre iften upon
requjt'

"I d.sc uss w --at is covered

Continued 07. ne.rt page
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New E&0 captive to target larger agents
By LINDA J. COLLINS

A new captive insurer may be one solution for large agents
and brokers that have had a hard time finding errors and
emissions coverage.

Assurex International, an agent-owned insurance and fi-
nancial services organization, and the National Assn. of Casu-
alty & Surety Agents have jointly announced plans to open a
new agents' E&0 facility later this year.

"We are targeting larger agencies that have trouble getting
coverage through other trade association plans," said Robert
P. Ashlock, president of Columbus, Ohio-based Assurex.

Only agencies or brokerages with annual commissions and
fee revenues of $1.5 million to $2 million will be eligible to
participate in the captive, which will be capitalized by its poli-
eyholders, Mr. Ashlock explained.

However, the facility will not be open to the major alphabet
houses or publicly held brokerages, and only U.S.-based agen-
cies and brokerages will be able to participate initially.

Assurex and NACSA don't plan to limit use of the E&0
facility to their members. "We believe this problem is indus-
trywide and needs an industrywide solution. It will be open to

all agencies that fall under its underwriting criteria," Mr
Ashlock explained.

A board composed of Assurex NACSA and insurance con.-
pany representatives is developing underwriting and el gibil-
ity requirements for captive participants. Assurex will assume
responsibility for managing the facility.

Program participants will assume self-insured retentions
averaging about $50,000 per occurrence, although Mr. Ash-
lock explained that these retentions will vary by s: ze of
agency and types of exposures.

Larger agencies or brokerages will assume higher reten-
tions, while smaller agencies might have retentions of as low
as $35,000, he said.

The first layer of coverage above the SIR will be funded by
the policyholder-owned captive. However, policies will be
fronted by a major insurer admitted in all states, although the
insurer has not yet been named. The risk will then be rein-
sured with the captive.

If the fronting insurer retains any of the risk, "it will proba-
bly be minor," Mr. Ashlock said.

The organizations also plan to organize a pool of 10 to 20
insurer participants that will provide the next layer of cover-

age, with limits of up to $5 million,
"Five major property/casualty carriers have expressed a

strong interest" in participating in the excess facility, Mr.
Ashlock said. "We are actively talking to another 15 or so
ins.trers, and are very optimistic that the target range of 10 to
20 :nsurers will be met," he added.

Additional excess coverage will be provided by domestic
and London underwriters, the organizations said.

Mr. Ashlock explained that the captive "plans to provide
coverage for the things that larger agencies tend to do," such
as benefit and risk management consulting, third-party ad-
ministration and other support services.

"We hope to start taking applications by early fall and to be
operational by the end of this year," said Bruce T. Wallace,
executive vp of Chevy Chase, Md.-based NACSA.

Both executives stressed that response from insurers to the
proposed captive has been positive.

'fResponse has been quite favorable and encouraging, con-
sidering how new the proposal is. Insurers recognize the need
for it," Mr. Wallace said.

"Even companies that have not traditionally insured E&0
risks are interested," Mr. Ashlock added. •

E&0 threat
Continued from previous page
under our E&0 insurance and give
examples of incidences of claims,
using overheads, etc. I go through
the audit procedure, the checklists
and the whole shot."

Mr. Jensen also wrote and dis-

tributed a 20-page booklet to all
Gallagher's branches that discusses
E&0 prevention techniques and in-
cludes a self-evaluation checklist

for employees.
"It's my observation that this is

something that has to be laid out
up-front as part of the employee's
every day activities.

"It has to be presented as a part
of the job itself and as a part of the
employee's performance review,"
Mr. Jensen said.

In addition, Gallagher insists that
its employees attend continuing
education courses and requires that
employees in the production de-
partment complete the coursework
for the Chartered Property Casu-
alty Underwriter designation, Mr.
Jensen explained.

Agents and brokers

'must keep
documentation on

everything,' stresses
Willis Hargrave.

This focus on professionalism
also works to reduce errors & omis-

sions exposures.
Mr. Hargrave also conducts E&0

educational programs for his
agency employees.

"We'll show them a film or pro-
vide different examples to illus-
trate E&0 exposures. I try to take
case situations and show them how

an E&0 suit could have been

avoided," he said.

And, to explain the claims-made
form to his agency's clients, Mr,
Hargrave includes examples of
how to use renewal summaries to

persuade clients to purchase addi-
tional coverage for exposures
created by the new form.

"The examples are a permanent
part of the summary that clients
can refer to," he said.

"As part of the summary presen-
tation, we ask the client to sign off
that he understands the terms on

our copy of the summary. This be-
comes a part of the client file," Mr.
Hargrave added.

Such records are the most impor-
tant defense when confronted with

an E&0 lawsuit, sources agreed.
"There will never be a paperless

office," Mr. Anderson said, noting
that "electronic records are not

good storage for a period of over
two years."

"We must keep documentation
on everything," Mr. Hargrave
added. •
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Agent associations offer E&0 programs
By LINDA J. COLUNS

Although the market for agents' errors and
omissions coverage is significantly restricted,
the two largest U.S. agent associations offer
E&0 programs to their members.

In addition, both associations have devel-
oped educational materials to help agents re-
duce their exposure to possible E&0 suits.

The National Assn. of Professional Insur-

ance Agents. based in Alexandria, Va., has
arranged an E&0 program for its members
through Evanston, Ill.-based underwriting
manager Shand Morahan & Co. Inc. for more
than 25 years.

And, the New York-based Independent In-
surance Agents of America offers an agents'
E&0 insurance program to members in 46
states and the District of Columbia. The other

four state IIAA affiliates-Florida, Missis-
sippi, New York and Texas-have arranged
their own E&0 programs for members in
their respective states.

New Hartford, N.Y.-based Utica Mutual
Insurance Co. is the insurer for the PIA pro-
gram in most states, while a few affiliates
may offer alternative E&0 markets.

Nearly 12,000 agencies participate in the
E&0 program, and the PIA expects the pro-
gram to generate $40 million in premiums in
1986, said a PIA spokesman.

The Utica Mutual coverage is available
with limits of $2 million per occurrence and
$4 million aggregate for agencies that meet
the insurer's underwriting criteria.

The PIA spokesman said that the Utica
program "is not necessarily oriented to larger
agencies," noting there are no size limitations
for participation.

As a free service to members insured

under its E&0 program, the PIA publishes a
quarterly Errors & Omissions Prevention
newsletter. The newsletter is written by PIA
staff members and outside contributors and

is edited by Ronald T. Anderson, a Colorado
agent who is also a lecturer and an author in

An interesting feature of the Independent Insurance Agents of
America program ls that agency representatives who attend

errors and omisisions loss-prevention seminars
approved by Employers Re can secure a 10% gross premium

reduction on their E&0 coverage.

the area of agents' E&0.
The first issue, published in April. was four

pages long, and the association plans to ex-
pand it to eight pages, the spokesman said.

In addition, two of Mr. Anderson's lectures

are featured on VHS videotapes that the PIA
filmed, then reproduced and distributed to its
state affiliates.

In one 60-minute videotape, entitled "Pre-
venting E&0 in Your Agency," Mr. Ander-
son discusses the types of E&0 exposures
agencies face and methods for reducing those
risks

In the other videotape, "Analyzing the
E&0 Policy," Mr. Anderson provides a 22-
minute, step-by-step discussion of what is
and isn't covered under the association's

E&0 insurance program, detailing when that
coverage comes into play.

"Preventing E&0 in Your Agency" also
has been reproduced on a 60-minute audio
cassette tape.

PIA members can borrow any of the three
tapes from their state associations without
charge. The PIA also will make these tapes
available to non-members upon requests to
the association headquarters in Alexandria.

Mr. Anderson also has been conducting
PIA-sponsored seminars on agents' E&0
throughout the country.

In addition, the PIA has designed a 16-page
brochure, "How to Protect Yourself," which
provides tips on avoiding E&0 exposures.
Copies are available through the national of-
fice.

Employers Reinsurance Corp. in Overland
Park, Kan., underwrites the IIAA-sponsored
errors and omissions insurance program.

The IIAA first offered the national E&0

program in September 1984, although some
state affiliates have offered an E&0 program
inderwritten by Employers Re to their mem-
bers for several years.

Last year, the HAA's E&O program had
about 9,500 agency participants and written
premiums of more than $20 million.

While statistics were not available for 1986,
"We expect a substantial increase in partici-
pants and premiums in 1986, as agencies' old
policies expire and they come into the pro-
gram," said Eric G. Gustafson, chairman of
the IIAA's E&0 committee and chairman of

the Blake Insurance Agency in Portsmouth,
N.H.

Mr. Gustafson said that it sometimes is dif-

ficult to place agencies through the program
if they have an annual premium volume in
excess of $15 million, because agencies of that
size generally are involved more heavily in
lines of business that do not meet Employers
Re's underwriting guidelines, such as medi-
cal malpractice or product liability cover-
ages.

However, for members that do meet Em-

ployers Re's guidelines. the IIAA's program
cffers E&0 coverage of up to $5 million per
agency.

"We're working on a reinsurance program
to go above that, and we are also working on
developing a complete secondary market for

people who are unable to get coverage under
the Employers Re program," Mr. Gustafson
added.

He estimated that about 85% of the IIAA

members in states that offer the Employers
Re program meet the insurer's underwriting
criteria.

An interesting feature of the IIAA pro-
gram is that agency representatives who at-
tend E&0 loss prevention seminars approved
by Employers Re can secure a 10% gross pre-
mium reduction on their E&0 coverage.

Employers Re has adopted an eligibility re-
quirement designed to prevent E&0 lawsuits
that may be generated by the Insurance Ser-
vices Office's new claims-made form for

commercial general liability: IIAA members
in states where the form has been approved
must attend a CGL claims-made seminar be-

fore renewing or obtaining E&0 coverage
from Employers Re.

The minimum attendance requirements
for eligibility into the E&0 program in states
that have adopted the claims-made form are
the same as those that agencies must meet to
qualify for the 10% rate reduction. They in-
clude:

• The owner or principal producer of an
agency with one to seven employees must at-
tend the seminars.

• An agency with eight to 20 employees
must send the owner and one other principal
or producer to the seminars.

• Agencies with 21 or more employees
must send the owner and two principal pro-
ducers to the seminars.

The IIAA and Employers Re have pub-
lished a booklet listing seminars approved for
the rate reduction and claims-made require-
ments.

Earlier this year, the IIAA trained 50 in-
structors, one for each state association, to

conduct loss-control/risk management semi-
nars on agents' E&0. Each state association is
in charge of setting up dates, sites and a fee
structure for the courses. .

HOLMES
KNOWS IT'S NOT

ELEMENTARY
A well designed, properly functioning security system

takes work.

Meeting the needs of the insurance community
takes more.

• Holmes systems generally exceed UL specifications.
• Holmes quickly provides certificate information and

details concerning alarm responses.
• Holmes completes thorough investigations even when

nothing has been stolen or damaged.
• Holmes now has an insurance industry liaison executive

in each branch with the responsibility to service your
needs.

Let Holmes work as

hard for your clients as you do.
Call 1-800-4 HOLMES
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Think like an insurer

to avoid suits: Lawyer
By AVRA WING

NEW YORK-"I think we

should have a violent revolution
right away."

That's what one broker said after
a discussion at a seminar in New

York last month of the possible
errors and omissions exposures
stemming from use of the Insur-
ance Services Office's claims-made

commercial general liability form.
The speakers at the seminar-

presented by the Philadelphia law
firm of Harvey, Pennington, Hert-
ing & Renneisen Ltd.-repeatedly
cautioned the audience, composed
largely of agents and brokers, to
keep detailed, written records of all
their contacts with customers and

insurers as a means of protecting
themselves from possible litigation
arising from misunderstandings
about claims-made policies.

David Pennington, a member of
the law firm, even advised the bro-
kers to get 81/2-by-11-inch phone
message pads, instead of the tiny
"while you were out" variety that,
he noted, are more likely to wind
up in the trash basket.

Brokers should not

handle situations

themselves that

could lead to suits,
says Mr. Pennington.

He also suggested that agents and
brokers:

• Attend seminars that explain
the form's complexities.

• Keep up-to-date on the subject
by reading industry publications.

• Obtain information from in-
surers.

• Visit clients at their places of
business.

• Develop checklists for client
interviews.

• Take notes at conferences
with clients.

• Maintain a diary system for
renewals.

Mr. Pennington stressed the seri-
ousness of possible lawsuits in
which a client claims he thought he
had a certain amount of coverage,
based on information from the bro-
ker, when in fact he did not have
sufficient coverage.

"Think of yourself as being in
the same position as the insurer,"
Mr. Pennington said. "If you failed
to obtain, for example, $100,000
worth of coverage with a $5,000 de-
ductible, you could be liable for
$100,000 with a $5,000 deductible."

Brokers should not attempt to
handle situations themselves that
could lead to lawsuits out of a fear
the cost of their E&0 coverage
could go up, he advised. Instead,
brokers should notify their E&0
insurers immediately of any possi-
ble claim, he said. "You can't tell at
the outset how large the ultimate
award might be."

L. Oliver Frey, another attorney
with Harvey, Pennington, Herting
& Renneisen, said there could be
further changes in the new CGL
forms because of litigation con-
cerning the forms, particularly in
"consumer-oriented" states like
New York.

Claims-made forms can differ
from insurer to insurer and state to

state, Mr. Frey said, urging agents
and brokers to read each policy.
That elicited groans from several
members of the audience.

He reminded the audience to

check the retroactive dates and re-
porting periods in each claims-
made policy. In addition, he noted,
agents and brokers must make sure

that excess or umbrella coverage
properly meshes with underlying
claims-made policies.

Judith Reap, director of profes-
sional and legal liabilities for
CIGNA Loss Control Services in
Philadelphia, noted that agents and
brokers are held by their clients-
and by courts-to a high profes-
sional standard of conduct.

She added that of the lawsuits

brought against agents and brokers
about 35-40% were for failure to

provide adequate coverage; 25-30%
for failure to place or provide cov-
erage; 10-15% for misrepresenta-
tion; 6-7% for cancellations; and 3-
5% involved renewals.

Susan MeLaughlin also spoke at
the seminar. •
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"Sir, do you understand why
the term 'bottleneck' keeps re-appearing?"

Claims processing can be a frustrating and
troublesome bottleneck for many an agent.
But there is a way to deal with this prob-
lem. Look to Bituminous where dedicated

claims processing people try their hardest
to shrink turnaround time. Bituminous has

a reputation built on attentive service that
includes fast, fair and efficient handling by

professional adjusters. Contact Bituminous,
the property/casualty companies specializ-
ing in business insurance. Perhaps it will
mark the beginning of a special relationship
and the end of slow claim service foryou.

U Bituminous INSURANCE

CONMAMIEE

Mome Office: Rock Island. Illinois 61201 Phone 1-800-447-1662

Offices: Albuquerque. Atlanta. Baltimore. Birmingham. Charlotte. Chattanooga. Chicago, Dallas. Denver. Des Moines. Houston,
Indianapolis, Kansas City. Knoxville, Little Rock. tkuisville. Memphis. Milwaukee. Minneapolis. Mount Vernon. Mashville.

new Orleans, Oklahoma City. Omaha. Peoria. Philadelphia. Pittsburgh. Richmond. Rock island. Rockford. St. Louis. Southneld
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Agent groups settle controversy with FTC
By AVRA WING

NEW YORK-The Independent
Insurance Agents of America and
two of its state affiliates say they
will not encourage their members
to take action against insurers that
market products directly to policy-
holders.

The IIAA and its California and

Montana affiliates last month

signed consent decrees with the
Federal Trade Commission to settle

a 2-year-old investigation into cer-
tain actions by the organizations
aimed against insurers' direct mar-
keting activities.

The FTC had charged that the
IIAA units had acted to deprive
consumers of competition among
sellers of insurance.

Jeffrey M. Yates, the IIAA's ex-

Jeffrey M. Yates stresses that, despite the
Federal Trade Commission allegations,

'boycotting did not take place' and that, following
the decree, the 11AA's activities would 'not be

different from what they had been before.'

ecutive vp and general counsel, de-
nied that the national and the state

groups were guilty of any wrong-
doing.

"We agreed to the consent de-
cree, not the complaint," Mr. Yates
said, adding that the IIAA settled
the dispute with the FTC to avoid
litigation that could drag on for
years.

Under the terms of the decrees,

the IIAA and its California and

Montana affiliates agreed to "cease
and desist from requesting, requir-
ing, advocating, advising, recom-
mending or publishing statements
that recommend that independent
insurance agents cancel agency
contracts with, permanently or
temporarily transfer or withhold
business from, or otherwise refuse

to deal with, any insurance com-

Sendusthis
tapemeasure
And discover group disability
that goes to any length.
Get ready to take on the competition. Because
we offer a fullline of Group Disability Insurance
coverage. Short Term Disability for groups of 4
or more. Long Term Disability for groups of 10
or more. Or "All Term;' the plan that combines
both in one package.

Each plan provides income replacement of
up to 67%. Survivor Income Benefits. Flexible
insurance schedules. Total disability protection.
Generous discountsto select groups of profes-
sionals. And, even more important, we fit the
plan to the group, not the group to the plan.

Send in this coupon and learn more about all
the Group Disability your clients will ever need.

,0 Another reason why good ideas come in groups
' * at Phoenix Mutual.

Phoenix Mutual
I.je Insurance Company

Here's the tape
r\ measure. Tell me more

about your Group Disability. 1P '

* Company
Addre«

* * .*. . City

St,te Zip

'r- - Telephone
A45 Bl

Phoenix Mutual

55' Group Marketing
F. 4 100 Bright Meadow Blvd:

Enfield, CT
06082-1957

© 1984 Phoenix Mutual, Hartford, Zonnecticut 06115

pany because of any direct market-
ing methods, practices or policies
chosen by that company."

In addition, the groups agreed to
refrain from "coercing, compelling,
inducing or intimidating by means
of threatened refusals to deal, or at-

tempting to coerce, compel, induce
or intimidate by means of threat-
ened refusals to deal, any insurance
company into abandoning or re-
fraining from adopting any direct
marketing method, practice or pol-
icy; or adopting or continuing any
method, practice or policy of selling
insurance through independent in-
surance agents."

The IIAA units also consented to

stop "publishing or circulating sur-
veys or other information on actual
or threatened refusals to deal by
independent insurance agents with

any insurance company because oi
that company's direct marketing
methods, practices or policies; or
aiding or assisting any affiliate 01
IIAA or any member of IIAA in
engaging in any of the acts prohi-
bited."

Mr. Yates denied that the na-

tional organization had violated
any laws when it had issued state-
ments about Hartford Insurance

Co.'s plan to directly market home-
owners and automobile insurance
at discounted rates to members of
the American Assn. of Retired Per-
sons, which was one of the actions

that triggered the investigation by
the FTC.

"IIAA encouraged the Hartford
to provide equally competitive
products for their agents to sell,"
Mr. Yates said, explaining the
IIAA's action.

He added that the IIAA had been

concerned that other agency sys-
tem insurers would "follow suit"

with similar direct marketing pro-
grams.

While the national IIAA and the

Montana affiliate were charged
with boycotting Hartford, the Cali-
fornia unit was charged with alleg-
edly urging its members to refuse
to deal with Reliance Insurance

Co., which had developed a plan to
sell low-priced auto insurance
directly to consumers through its
United Pacific Insurance Co. sub-

sidiary.
Mr. Yates stressed that, despite

the Federal Trade Commission al-

legations, "boycotting did not take
place" and that, following the de-
cree, the IIAA's activities would
"not be different from what they
had been before."

The IIAA and the two state affili-

ates, however, will be required to
file reports with the FTC concern-
ing their compliance with the order
and inform the FTC of any organi-
zational changes that might affect
compliance.

The decrees provide "a very
clear statement of what we can and

can't do under antitrust laws," Mr.
Yates commented.

The group is not prevented by
the decrees from:

• "Participating, in good faith,
in any legislative, judicial or ad-
ministrative proceedings.

• "Providing information or
views to any insurance company or
insurance company trade group.

• "Providing factual informa-
tion to its members.

• "Adopting policy statements
or expressing views on subjects rel-
evant to the direct marketing of in-
surance, provided that none of the
above-enumerated actions are un-

dertaken to invite, initiate, encour-
age or facilitate any actual or
threatened refusal to deal."

A spokeswoman for the Federal
Trade Commission said the agency
would not comment on its investi-

gation of the IIAA, including when
the probe began.

The spokeswoman also would
not comment on whether the FTC

is investigating any other agent
groups.

According to a spokeswoman for
the National Assn. of Professional

Insurance Agents, the FTC in 1984
had requested the PIA to furnish
extensive documentation of its acti-
vities.

The PIA retained counsel and
asked the Federal Trade Commis-

sion to focus its inquiry.
The federal agency subsequently

asked only for PIA records con-
cerning "the marketing area be-
tween agents and insurance corn-
panies," which the group provided
within six months of the initial in-

quiry, the PIA spokeswoman ex-
plained.

The FTC has not yet taken any
further action concerning the PIA,
she noted. .
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Not everyone, however, endorses
the idea of public entity pools rais-
ing capital through bondlike issues,
contending that the cost of such
pre-funding for losses is too high.

The three California-based public
entity pools that hope to issue COPs
in late summer or early fall are:

• The County Supervisors'
Assn. of California Excess Insur-

ance Authority in Sacramento.
The association has 29 of 31

member counties now committed

to an estimated $35 million COP
issue, although the size of the issue
may increase with additional par-
ticipants, said Vince Pisani, the au-
thority's general manager.

The pool is interested in three of
the advantages the COP offers:
building loss reserves, building cap-
ital against big losses and building
capital to attract reinsurers.

On June 30, the pool lost a $5
million excess of $5 million layer of
liability insurance it had purchased
commercially, but still offers its
members a $10 million liability
limit excess of a self-insured reten-

tion of $100,000 to $1.5 million.
Mr. Pisani noted that he had

been "very uncomfortable" with
the pool's reserves last year.

And, members liked the idea of
being able to pay a large loss in the
first year or two without having to
have immediate assessments, Mr.
Pisani said.

Also, when the market softens,
the authority wants to be able to
deal directly with reinsurers,
which want adequate capital before
providing reinsurance.

• The Independent Cities Risk
Management Authority in Sher-
man Oaks.

The authority expects all of its 11
current members and about as

many new members to participate
in a COP issue of about $29 million.

The pool wants to create a liabil-
ity loss fund to provide members
with limits of $10 million per oc-
currence.

Since May 20, when insurance
coverage expired, the pool has pro-
vided only $5 million in liability
limits to participants.

• The Ventura County School
Self-Funding Authority in Ven-
tura.

The authority, which consists of
a group of about 22 school districts
in Ventura County, Calif., with an
average daily attendance of 125,000
students, plans about a $10 million
COP issue.

The authority will use the pro-
ceeds to fund loss reserves. The au-

thority provides its members with
$10 million in liability limits.

These three offerings are being
organized by D. Michael Enfield,
managing director with broker
Marsh & MeLennan Cos. Inc.; the
law firm of Brown, Wood, Ivey,
Mitchell & Petty; and Mr. North-
cross

The three programs are cur-
rently structured on a tax-exempt

basis. In addi-

tion, taxable
bondlike issues

 could be used
elsewhere, if
conditions in the

bond market

warrant it, Mr. Northeross said.The issues are

awaiting routine
Mr. Northcross validation of the

COP contract

forms by a California Superior
Court, Mr. Enfield said. That vali-
dation will guarantee that a party
to the contract cannot sue to break

it, for example, should a participant
want to leave the pool because an-
other member has sustained a large
loss that could result in assess-

ments, Mr. Northeross explained.
In addition, the pools are seeking

a letter from the Securities and Ex-

change Commission that COPs is-
sued by public entity pools are ex-
empt from SEC registration provi-

sions because they involve public
entities. SEC registration would be

a "long drawn-
out affair," said

- Doron Bar-
Levav, an attor-

ney with Brown,
_ , Wood in New
P · York.

While the

three pools say
b- they want to
 build loss re-

Mr. Bar-Levav serves, Mr. En-

field says he
views these issues as a means of

generating enough unencum-
bered capital to make the pools
more attractive risks to reinsure

in the eyes of reinsurance un-
derwriters.

Mr. Enfield is now working on
developing a line slip to offer rein-
surance support to pools with a
minimum of $20 million in unen-
cumbered surplus.

The proposed program would
Continued on net page
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California pools The association has yet to act on Authority in La Palma, Calif, who total proceeds of the bond sale in instruments is not appropriate for
the report listened to the panel and was inter- five years, eliminates much of the all pools

Continued from previous page And, broker Johnson & Higgins, viewed later advantage of the bond issue in the The pool must be of sufficient
offer qualified pools $7 million in for example, is working on four "This is hot because you have first place size and the issue long enough to
reinsurance, excess of $3 million, deals in states outside California, people who are losing business and In addition, some COPs restrict Justify the front-end costs, Mr
with the pools each retaining a 10% noted Mr Smith this is an effort to recover lost busi- the ability of the pool to add new Northcross said
quota-share participation of the ex- J&H lS work- ness, create big profits and retain members, he In addition, public entities con-
cess limits, or $700,000 Mr Enfield ing with Van control of large groups of custom- said sidering a bond issue must cope
said four insurers have committed Kampen Merritt ers,' he said Others also 111111111111 with a "big city, small city dichot-
to provide $34 million of the $7 Inc, a municipal The approxima-e five-year time have rejected  omy" in which a pool needs a few
million layer, and he lS seeking an bond un- lag between a large loss and a claim the option
additional $29 million m commit-

large public entities to capture the
e. derwriter based payment would allow for the as- Some North attention and interest of credit en-

ments -7  in Naperville, sessment of members to generate Carolina public hancers, Mr Northeross said How-
1

Issuing bondlike instruments is jf Ill, he sa.d, but sufficient monies, he said There is entities had been ever, most pools work better with
being Considered elsewhere around , declined to pro- noreason toborrcw money until it considering a smaller public entities of about the
the country by public entity self-in- vide any more is needed, he said program but 
surance pools 1 details Vam And, he took issue with, sugges- changed their -

same size, he added
Another concern lS the uncertain

A subcommittee of the Govern- Mr. Berg Kampen Merritt tions from one panelist that a pool minds after ob- Mr Pettegrew impact of pending tax legislation on
ment Finance Officers Assn in is a subsidiary of could produce fun:is by issuing tax- taining some re- bonding arrangements after Sept
Chicago recently recommended in Xerox Financial Services Co exempt securities He called it a insurance, Mr Bar-Levav noted m 1, Mr Bar-Levav said, referring to
a draft report that pools use bond- Credit enhancement insurers say "rlp-off"of taxpayers an interview after the panel the earliest date the legislation
ing proceeds to establish an excess they know of a half-dozen invest- Mr Bar-Levav had said during PRIMA panel moderator Mr would affect municipal bonds
loss reserve or to help capitalize a ment banking firms working on the session it may be possible to Berg commented that it is "hard to The House and Senate tax bills

new pool The subcommittee, how- raising capital for public entity risk reinvest some of the funds raised at determine the feasibility" of a that will go before a conference
ever, indicated opposition to using financing a higher interest rate than the rate bondlike issue in the abstract be- committee are "rather onerous and
bond proceeds to pay Premiums or Most of PRIMA panelists-in- paid to bond buyers, which would cause it must be analyzed on case- restrictive on arbitrage" and both
to make regular pool contributions, cluding Mr Enfield and Mr North- create a "positive arbitrage " by-case basis limit the kind of tax-exempt bonds
said Tillinghast's Mr Berg cross-endorsed this new source of However, the feasibility of that The California pools that are that can be issued, he commented,

capital depends on the condition of the planning their COP Issues, how- although the Senate bill is less re-
"By using this method, it is ena- marketplace at the time of the bond ever, are enthusiastic about their strictive

411//SIS
bling the pool to share risk that it sale and the legality under the projects However, David Casnocha, a
can't otherwise share," Mr Enfield terms of the bond ssue, investment "The authority is convinced the Brown Wood attorney based in San
said banking experts say pros far outweigh the cons," said Francisco, said that the proposed

'121(1'1'18(3
"In the absence of this type of ca- "My firm takes the perspective David Smith, a management con- California COP plans would not be

pitalization, the pool simply sits that to the exten- you have total sultant with Ken Spiker & Associ- affected by the pending tax legisla-
around and does nothing It can put funds in your pools in excess of the ates, which provides staff services tion because they are not specifi-
out all the paper it wants, bit you amount of obligations you are to the Independent Cities Risk cally municipal bonds
and I both know that you can't put able to arbitrage them in an unres- Management Authority Risk management consultant

#2 out a piece of paper securing $10 tricted yield You have a restricted The COP program is "a signifi- C C "Bud" Griffin, president of
million of hability for each of 20 yield on the amounts of monies in cant cost, but it is made up in the Warren, MeVeigh & Griffin Inc &
different entities in a pool with any the pool up to the face amount of long run," said Dennis Corte, the Subsidiary Cos in Newport Beach,
credibility whatsoever if all gou've your obligation," he said Ventura County School Authority's Calif, and an expert on municipal
got in your Jeans is working capital Other legal counsel may disagree, executive director In addition, the risk financing, says that COPs "are
based on expected losses " he said schools expect some "positive cash controversial and unlikely to be

Nonetheless, others criticize this Another critic of these issues by flow advantages" through the in- adopted by most governmental
Manage Claims... approach, citing front-end ex- public entities is Jeffrey W Pette- vestment of some of the COP-gen- pools "
Don't Just penses of 3% to 4% paid to brokers grew, risk manager for Contra erated related funds, he noted But, he adds, "the COPs ap-

or other advisers, bond counsel, in- Costa County Municipal Risk Man- However, even proponents of proach is a good example of how a
Process Them. vestment bankers and credit en- agement Insurance Authority in oonding instruments admit that crisis can stimulate an imaginative

hancement Insurers as too high in Northern California, who seriously raising capital through bond-type and cooperative effort "
addition to the interest expense considered the option and rejected

Processing is great for food "I can't find any advantage other it
but irs not very good for than to the broker who sells the He is concerned, he said in an in-

claims handling Unless, of
program," commented George terview, that the provisions of some Risk managers respond

course, you don't care about
your expenses or rising

Anast, manager of the 51-member COPs that allow bond holders to
insurance costs Southern California Joint Powers require a public entity to repay the to PRIMA's Ecall to arms'
If you want a cost effective
insurance program you'll BOSTON-A record-breaking 600 people heeded the Public Risk
want Gallagher Bassett & Insurance Management Assn's "call to arms" and gathered at its
working for you seventh-annual conference

We've been managing claims PRIMA, whose membership has swelled to more than 1,200, held
for over 20 years and we do the conference, "Risk Management Spirit of '86," June 8-11 in Bos-
it all investigate, analyze, ton The central theme of its more than 40 concurrent sessions was
evaluate and negotiate John F Sullivan Co. dealing with the disappearing market for public entity insurance
Gallagher Bassett people Risk management techniques other than risk transfer also were
are tried and true profes-
sional claims managers and EW Payne, Inc. emphasized, highlighted by the presentation of the "Innovations in

Risk Management Award" to Deerfield Beach, Fla, for its safety van
program The van brings 8-to 12-minute multimedia presentationsCall or write David North,

Vice President Client Ser- have mergedtobecome on the safety topic of the month to each city work site
vices, at 312/952-3521 Accepting the award for the city was Risk Manager David Ama-

son, who proposed the idea and used ingenuity to overcome a lack ofHe'll tell you how to stop
processing claims and SULLIVAN PAYNE CO sufficient financing for it, a PRIMA spokesman said.
start managing them Mr Amason "borrowed" a confiscated van from the Police De-

partment and outfitted it with a removable inner shell of cabinets to
house equipment, including a videotape player and slide and film
projectors The van also is equipped with loudspeakers and a fold-

Nothing ts left to chancd*}(22 down awning to shield the viewing audience from the sun
With our combined In addition, Mr Amason and his staff have made some of the

offices, we have enhanced videos presented They determine topics by periodic polling of the
city's employees and accident control teams

our ability to provide PRIMA also installed new officers, including

®
innovative reinsurance

yl Mark Ferraro, risk manager for Dallas, who will
serve a one-year term as president

coverages. And, we Three new vps named to two-year terms were

GALLAGHER BASSETT _- 1, Peter Potemkin, risk manager for Arlington,remain committed to our »•,=-m - Texas, Sherry Puckett Rynders, risk management
SERVICES, INC.

60 Gould Center, Golf Road goal ofoffering the finest * director for Collier County, Fla, and Thomas
Vance, risk manager for Anaheim, Calif

Rolling Meadows, 1 L 60008
312/952-3521 professional and personal /9./ PRIMA members also approved amendments to

its bylaws that create a process for electing vpsservice which has become Mr. Ferraro from six specific regions to ensure geographic bal-
our trademark. ance Another bylaw change increases the num-

7 ber of officers on the board to 11 from nine
For more information on Claims One seat was filled by the president of the pooling section Eliza-
Management, mall to Gallagher
Bassett, 60 Gould Center, Golf Road. beth "Sue" Puddington, executive director of the New Hampshire
Rolling Meadows, IL 60008 School Board Insurance Trust, was elected to a one-year term as the
Crists Tactic #2 pooling section's top officer The other new seat, which will be filled

next year, will be a "vp at large" to represent public entity employ-
Name ees who spend only part of their time as risk managers

Other pooling section board officers elected included David Epps,
Company

Address

SUUI\AN PAYNE CO executive director of the Missouri Intergovernmental Risk Manage-
ment Assn, vp, and Julia Scott, director of insurance for the Ken-

I" RFIN.IJRANCI· 111 tucky School Board Assn , secretary/treasurer
City The pooling section also elected the following b6ard members to

two-year terms Ms Puddington, Celia Scott, risk manager for the
State ZIp Yolo County (California) Public Agency, and Bradley Harmes, assis-

tant director with the Texas Municipal League Also, Janis Scott wasSeattle • New York • Philadelphia • Los Angeles • Dallas • Des Moines
Phone

8177 elected to a fill the one-year remaining in an unexpired board seat
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Continued from page 3

He derived these statistics from

applying two assumptions to re-
ports issued by A.M. Best Co.: that
expenses equaled 35% of premium
and net ultimate investment earn-

ings on premiums totaled 31.6%.
Insurers blame increased losses

from public entities primarily on
the current civil justice system con-
ditions, including higher awards
and settlements; a propensity to
sue; new liability theories; and ero-
sion of governmental immunity,
said F. Dean Hildebrandt Jr., vp
with Travelers Insurance Co.

He cited a 1985 governmental lia-
bility survey by the All-Industry
Research Advisory Council, which
is sponsored by insurers and insur-
ance trade associations.

Although the public entity liabil-
ity insurance market is one of the
hardest hit nationally, the degree
of market constriction varies, pri-
marily due to local court decisions,
Mr. Hildebrandt said.

Insurers consider New Jersey,
California, New York and Illinois
the four most unfavorable states in

which to insure government enti-
ties, the survey found. And, if the
survey were conducted now, insur-
ers would add Florida to the list be-

cause of recent legislation that in-
cludes premium rollbacks, he said.
Insurers listed Iowa, Indiana, Ne-
braska and Wisconsin as the most
favorable.

Despite the difficulties of finding
and affording commercial insur-
ance, Mr. Enfield labeled as "short-
sighted" the movement of ag-
grieved buyers toward self-insur-
ance alternatives like pools that
may be insufficiently capitalized.

As the insurance crisis continues,
risk managers are expected to keep
growing in importance, noted
Allen F. Hyman, former president
of PRIMA's board and the Texas

Municipal League's director of in-
surance services.

"The most important thing is that
at last we have gained the recogni-
tion within our organization that
we have a role to play and the ser-
vices we provide the organization
are, in fact, essential," he said.

Legislators considering tort re-
forms, local organizations needing
insurance and the news media are

turning to public sector risk man-
agers for answers about the tight
insurance market, he noted.

Insurance has become a major
cost for public entities in Texas, Mr.
Hyman said. Three Texas commu-
nities recently testified they were
allocating anywhere from 16% to
80% of their property tax income to
insurance costs, he said.

But this thrust into the spotlight
makes it necessary for public entity
risk managers to make hard deci-
sions daily that can have a wide-
reaching effect not only on the en-
tities but also on the contractors

and vendors that serve them, Mr.
Hyman said.

Contractors and vendors are

complaining about and legally
challenging public entities' insur-
ance requirements because they
cannot find or afford the mandated

coverages, Mr. Hyman said. A risk
manager needs to review the limits
and ensure that they are realistic
"risk-driven" limits and not unnec-

essarily high ones set at a time
when insurance was inexpensive
and readily available, he added.

But, the insurance limits also
need to be adequate, despite con-
tractors' complaints, to protect a
citizen's right to recovery and the
public entity's fiscal integrity
should it be named as a co-defen-
dant with a contractor or vendor.

In addition, risk managers' deci-
sions could result in litigation in
years to come filed against public
officials by contractors contesting
the requirements, he stressed.

"Many of us are facing a new cri-
sis that we never faced before,"
concurred Mary Lou Emmert, out-
going PRIMA president and panel

moderator. She is the risk and em-

ployee benefits manager for Mon-
terey County, Calif.

Public sector risk managers need
to get used to facing problems of
constricted markets, speakers said.

"Market cycles will continue to
be more frequent and more violent
as society continues to struggle
with the basic philosophical ques-
tion, and that question is: Do we
seek a system of redress that is
based on a system of fault, or do we
seek a system of redress that is
based simply on the idea of com-
pensation?" Mr. Enfield said.

Speakers generally supported
tort reform measures like Proposi-
tion 51, the California initiative
that repealed the application of
joint and several liability for non-
economic damages (BI, June 9).

Richard B. Owles, managing
director for Arthur J. Gallagher &
Co. in London, also supported li-
miting damages for pain and suf-
fering and lawyers' fees and using
structured settlements. I
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When entities should bend bidding laws
By MEG FLETCHER her Jurisdiction, which could include the pur- until he hired a consultant who affirmed the may inhibit creativity, loss of established re

chasing agent, the commissioner of adminis- idea lationships with agents and brokers, and feai
BOSTON-State laws requiring competi- tration and even the governor's office Relationships with attorneys also are im- of upsetting established markets

tive bidding for insurance policies may be In Missouri, before the state became pri- portant, and their legal opinions prohibiting Some of the disadvantages can be over
temporarily suspended if market conditions marily self-insured, Mr LeMond worked out some common practices, like restricting sell- come if a risk manager adheres to the follow
warrant it, a state risk manager says a memorandum of understanding with the ers to local residents, can help a state risk ing guidelines in writing specifications

But, competitive bidding should not be state's purchasing agent that essentially al- manager • Include in the general instructions thai
avoided all the time, advises Don LeMond, Slowed the risk manager, with she purchasing The advantages of competitive bidding the state intends to stay with the particular
Missouri's risk manager agent's approval :o declare :n emergency about equal the disadvantages, Mr LaMonde insurance program for three years, although

Mr LeMond addressed how to cope with and temporarily stay bidding r€quirements said Advantages Include it s technically allowed to allocate the funds
competitive bidding requirements and their "Take advantage of the situation and use an ability to keep agents only on an annual basis
pros and cons during the Public Risk & In- your own ingenuity," Mr LeMond urged or brokers alert or to

surance Management Assn conference Risk managers also can cope with competi- change unsatisfactory 111.ima • Narrow the field of eligible sellers bk
lis.ing conditions like the size or amount oj

Most public entities are required by law to tive bidding laws ty sending out bid specifi- ones, lower costs and im- exoerience brokers must have, or a minimum
announce that they are seeking bids on prod- cations that are either so tight cr so loose that prove coverage Compet- firancial rating for insurers In addition, re
ucts and services above a certain value, in- no seller will want to bid on them, he said itive bidding also offers a quire brokers to Include certification thal
cluding insurance policies The laws gen- Although that approach may raise ethical "political" advantage be- they have errors and omissions coverage
erally require the entity to accept "the lowest questions, it is sometimes useful in maintain- cause it allows a risk • Stipulate a minimum 90-day notice be
and best bid " ing program continuity, Mr LeMond said manager to avoid fore cancellation and the type and frequenc>

When only one or two insurers will con- However, any sreps to work through or charges of favoritism of claims reports expected from insurers
sider underwriting the public entity's risk, around competitie bidding requirements and discrimination in buying insurance • Bid workers compensation separateb
but they do not want to go through the bid- should be done only when mariet conditions Bidding provides a record of sellers that do and seek a company that specializes in it
ding process, a public entity risk manager demand it and only with the approval of the and do not respond to opportunities That file • "Sell" the risk with a statement of risk

can cope by requesting a temporary stay of public entity's purchasing agent and legal can provide protection when an agent or bro- m:nagement goals and photographs of risks
the competitive bidding requirement, Mr counsel, Mr LeMond warned In addition, all ker complains to a state legislator that he was In Jolve underwriters in loss reduction plan
LeMond said steps need to be documented, he said not allowed to bid on the state's insurance ning so they develop a personal interest in

The risk manager seeking such a stay "There has always been a love-hate rela- business, Mr LeMond said yo_tr program

should review state law governing emer- tionship with purchasing agent:," he said, re- Disadvantages of competitive bidding in- D Require final versions of draft policies
gency procedures and then go through the calling one purchasing agent w ho refused to clude the -ime-consuming task of developing to be delivered as soon as possible to avoid
administrative chain of command in his or allow him to designate a broker of record specifications, the fact that specifications waiting for the finished policy

Hard market teaches school districts lesson
By MEG FLETCHER elected officials and all professional insurance programs have been af- Mr Rakich urged them to use iting insurers that write on a direcl

employees, teachers and board feted, which he finds "almost in- bidding only to select a single basis, surplus lines brokers or
BOSTON-School system risk members, Mr Rakich said In 1984, comprehensible," although fleet in- knowledgeable agent with giod wholesalers, trade associations and

managers need to learn the ABCs 14 insurers were offering the cov- surance has not been a profitable contacts Yet, he acknowledged mass marketing programs and self
of attracting insurers-or coping erage, he said 11: e for insurers in some states that pressure from agents' assona- insurance pools, Mr Rakich said
with self-insurance-if they want And, umbrella liability insurance One medium-sized district in tions to deal only with local agents Risk managers also should per
to help their districts during the for school districts iS "flirting with Texas saw a 500% increase in its can be "a real problem " sonalize a well-documented sub
hard market extinction," he said property insurance premium even Although the attorneys general mission by meeting with potential

The lessons are crucial because of Rates for schools' liability insur- tbugh it had no losses Meanwhile, for about 15 states have determined underwriters
the shrinking insurance market for ance are sometimes six times the a major Texas school district was that using only local agents violdtes Districts fearing a possible can-
school districts, said Ronald Ra- previous year's rate, if available at fc red to take a $. million per oc- antitrust laws, it is still being dcne, cellation notice should have a crash
kich, a consultant with Warren, all Coverage limits are sometimes zurrence deduct- Mr Rakich said marketing program in mind and
MeVeigh & Griffin in Newport "fantastically" reduced For exam- ble on its prop- Session moderator Elizabeth contact state regulators for any as-
Beach, Calif He was speaking at ple, limits were cut to a maximum erty policy, ac- "Sue" Puddington, executive diiec- sistance they may be able to offer
the recent Public Risk & Insurance of $1 million from $40 million to cording to Mr tor of the New Hampshire Sctool Mr Rakieh urged school districts
Management Assn conference $50 million for a major Texas dis- Rakich Boards Insurance Trust Inc, said to do everything possible to avoid

Some schools can't find a single trict some years ago In addition, f, At the same she has been "quite" successful in going without insurance However
insurer to write professional liabil- exclusions are widespread ime capacity in dealing with agent associations by they should have a contingenc>
tty insurance to cover the district, Even schools' fleet and property some areas is se- showing them these legal opiniois plan for emergency risk financing

verely dimin- An agent selected to solicit insur- tools and evaluate an austerity pro
_shed, schools' ers should be asked for a written gram to build loss reserves
exposure to fed- list of markets he or she plans to Self-insurance pools are the best

Mr. Raktch eral civil rights contact within 90 days before the approach to obtaining excess cover

The Connection-BUFFER PROTECTIONSM suits could be in- policy's expiration, Mr Rak ch age if commercial insurance is nol
cr.=asing as plairtiffs flee state said That lets the risk manager available, Mr Rakich said How
coirts because tort reform mea- know if the agent lacks sufficient ever, a district should not join a
su -es have limitec potential reco- markets pool if it would not want to remain
veries there, he said In addition, risk managers niay a member during a competitive in-

School risk managers facing want to research markets them- surance market, he said
availability and affordability prob- selves, and that search could be Reducing a district's liability for

BUFFER PROTECTIONSM provides the lems need to allow six months to aided by a newly released guide to sports Injuries to students in both
ec lect loss data, review their dis- markets available through PRIMA, regular gym classes and extracur-11nk between pnmary insurance and trret's reserves and take steps to speakers said ricular sports is particularly impor-

umbrellas or other excess limi t programs by market themselves attractively to Some districts may want to .x- tant, said Susan G Smith, a Phila-
commercial insurers plore alternatives, including so ic- delphia-based broker with Alex-

raising underlying limits to a more favor- ander & Alexander Inc, who spoke
able level. at a related PRIMA session She l.

an attorney and former coach
School districts have legal duties

At The Home, we write this protection , that include maintaining facilities
and supervising, instructing and

on a claims-made form and will attach providing first-aid to injured stu-
dents, she saidexcess of both claims-made and occurrence

forms that provide minimum limits of
School districts should be espe-

cially mindful of their liability for

$500,000. BUFFER PROTECTION* is avail-
non-teachers hired to coach stu-

... is the word for Brocklehurst. dents They should be insured and
properly trained, she saidable for excess general liabilit product Schools should prepare a hand-

hability and automobile liability While the international oil industry is our book detailing relevant district op-
regular beat, we also have expertise in refinery, erations, including equipment use

and transportation policies The
For more information on BUFFER pipeline, mining, marine and heavy equipment

part-time coaches also should beclaims Contact us for a brochure.
PROTECTION trained in first-aid, and the train-SM , call Bob Spiro, ing session documented
404-980-8308. In the Northeast and Mid- In addition, Ms Smith urged

west, call Fred Fontein, 212-530-6923. BROCKLEHURST school district risk managers to
check that parents, and not stu-

INTERNATIONAL dents who are legal minors, sign
waivers of legal liability for sports

ASSOCIATES, INC. participants
And, a local attorney should re-

THE HOME view the wording of a waiver to
ensure that they are clearly written

INSURANCE Houston, TX 77060 Oklahoma City London SEl 2RA England and reflect state law
COMPANY 12941 1 45 North OK 73105 Battlebridge House A waiver may reduce a district's
59 MAIOEN LANE NEW YORK NY 10038

Suite 516 105 N E 27th Street 87/113 Tooley Street
Ph (713) 820-1621 Ph (405) 525 3587 Ph 01-407 6361

liability in some cases, but not situ-
ations where negligence is in-
volved, Ms Smith said



Public entity losses worse
than other lines, ISO says

By MEG FLETCHER

Public entities produced the worst nationwide loss and loss expense ratio
for insurers of four highly publicized difficult liability insurance lines over
a recent five-year period, according to data released by the Insurance Ser-
vices Office to its members and affiliates.

Liability policies issued to public entities across the country produced a
188.6% loss and loss adjustment expense ratio for the five years ending Dec.
31, 1984, according to ISO's "Chief Executive Circular," a copy of which
was obtained by Business Insurance.

That loss and loss expense ratio was significantly worse than the compa-
rable loss and loss expense ratio of day-care nurseries at 126.7%, and re-
creational classes at 115%. However, all of those loss ratios are "horren-
dous," an ISO spokeswoman said.

Liquor liability insurance, meanwhile, produced only a 61.2% loss and
loss expense ratio during the same period, according to the ISO report. But,
the liquor liability ratio reflects only a small portion of the market and
includes better risks, the spokeswoman said.

Results of surplus lines insurers, which don't report to ISO, are excluded.
ISO tallied insurers' loss experience for four classes that have been iden-

tified as "experiencing availability and affordability problems," according
to the 23-page report.

ISO issued the reports on nationwide loss trends in the four classes in
response to pressure from governmental study groups and the media for
statistics. ISO also has promised to provide individual state summary exhi-
bits to regulators and other interests "as requested and appropriate."

The loss and loss expense ratios in the ISO report, issued in April, reflect
reports from insurers that write about 80% of all primary general liability
insurance premiums in the United States. And, they generally reflect ris-
ing ratios for each class during each of the five years.

The loss and loss expense ratio compares incurred losses and loss adjust-
ment expenses with total premiums earned for the policies in the five
years since Dec. 31, 1979. Losses were adjusted to the ultimate settlement
using nationwide loss development factors.

Excluded from the statistics are investment income or underwriting ex-
penses.

An ISO spokesman said the statistics "certainly" are representative of
trends, but the report notes that the number of claims even on a nation-
wide basis "is often quite limited so the credibility. . .must be carefully
examined."

The statistics on the selected liability classes, except for liquor liability
insurance, are drawn from claims experience under the owners, landlords
and tenants coverage provided under general liability insurance policies.
OL&T includes coverage for liability claims for bodily injury and medical
payments arising out of the ownership, maintenance or use of the covered
premises and incidental operations.

All OL&T classes produced a five-year loss and loss adjustment expense
ratio of 123.5%, rising to a high of 154.8% in 1984 from a low of 90.9% in
1980. Incurred claims during the period totaled 444,399, rising to a high of
106,307 in 1984 from a low of 57,680 in 1980.

Insurers earned $3.4 billion in premiums during the five-year period and
incurred basic limit losses of $2.8 billion, which include the first $25,000 of
each loss and all loss adjustment expense. During the same period, insurers
also incurred excess limit losses of $1.4 billion, which include that part of
each loss excess of $25,000, excluding loss adjustment expenses.

The OL&T rhunicipal class, however, produced an average annual loss
and loss expense ratio over the five-year period of 188.6%, rising to a high
of 257.7% in 1984 from a low of 133.1% in 1980.

Incurred claims during the period totaled 43,132, rising steadily to a high
of 12,125 in 1984 from a low of 4,390 in 1980.

Premiums earned during the five years totaled $304.5 million, while
basic limit losses incurred totaled $345.1 million and excess limit losses
incurred totaled $229 million.

The ISO report further breaks down the municipal OL&T experience,
showing that streets and roads produced the biggest losses. Within the
municipal OLUT class:

• Streets and roads produced a 394.1% loss and loss expense ratio for the
five-year period, ris'ing to a high of 542.5% in 1984 from a low of 221.2% in
1980.

Incurred claims during the period totaled 8,568, but the number of claims
each year was below 2,000, fluctuating to a high of 1,921 in 1983 from a low
of 1,307 in 1980 and falling to 1,868 in 1984.

Premiums earned during the five-year period totaled $34.1 million,
while basic limit losses totaled $76.9 million and excess limit losses totaled
$57.3 million.

• Public schools, which include educational facilities up to and includ-
ing two-year community colleges, produced a 187.7% loss and loss expense
ratio during the five year-period, rising to a high of 261.6% in 1984 from a
low of 113.8% in 1980.

Incurred claims during the period totaled 17,452, growing rapidly to
5,100 in 1984 from just 1,807 in 1980.

Premiums earned during the period totaled $99.4 million, while basic
limit losses totaled $122.2 million and excess limit losses totaled $64.3 mil-
lion.

• Governmental subdivisions produced a 149.2% loss and loss expense
ratio over the four-year period 1981-1984, rising to a high of 216.4% in 1984
from a low of 107.1% in 1981.

Incurred claims during the period totaled 9,828, rising rapidly to 2,236 in
1982 from just 886 in 1981, to a high of 3,627 in 1984.

Premiums earned totaled $95.6 million, while basic limit losses totaled
$83.7 million and excess limit losses totaled $58.8 million.

Excluded from the municipal class but reported separately were claims
in the municipal-related class, which includes private and municipal poli-
cyholders involved in municipal functions such as bus stations, airports,
toll bridges and firehouses. This class produced a 141.1% loss and loss ex-
pense ratio during the five-year period, with the annual ratio ranging from
a low of 97.9% in 1982 to a high of 162.1% in 1984. In 1980, however, the loss
ratio was 154.3%.

Incurred claims during the period totaled 2,396, rising to 619 in 1984
from 308 in 1980.

Premiums earned totaled $16.9 million, while basic limit losses totaled
$14.4 million and excess limit losses totaled $9.5 million.

Continued on next page

When

E=$
you need

Bl's Editorial index

· Catalogues all Business Insurance news and
feature articles.

• Subjects, persons quoted and companies
mentioned are conveniently listed for
finger-tip access.

• 1986 full Editorial Index Service includes

three quarterly reports and cummulative
softcover annual edition @ $100.
1981 thru 1985 Indexes are available in

hardbound annual editions @ $150 each.

• You'll never again spend valuable time
wading through a pile of back issues to find
what you're after!

When time is money, business
order the BI Editorial Index! insurance

Account #

Signature

Name

Title

Company

Address

City

business insurance, July 7, 1986 / 29

Business Insurance Editorial Index

220 East 42nd Street, New York, NY 10017

Please send me the following Index(es):
Annual Index (hardcover) ONLY $150* each:
m 1981 ¤ 1982 1 1983 0 1984 0 1985

Full Index Service including new soft-cover
Annual Index $100*: C 1986

'Foreign Postage Additional

PAYMENT MUST ACCOMPANY ORDER

0 Visa El Mastercard 0 Check Enclosed

Exp. Date

Phone

State Zi

Introducing
Our New Line ...

One Size Fits

Groups of 10 to 99
If your clients with 10 to 99 employees haven't found a plan that
fits, Provident Mutual's new group coverage is tailored to their needs.
Our new plan is suited to the medium-sized employer who wants a coordinated package of quality
co\'eiage, competitive cost and convenient administration.
Let your client try this selection of coverages:
• Life, AD&D, Dependent Life
• Major Medical (15 + lives), with Prescriptive Drug Plan
• Dental Coverage
• Long Term Disability

Our standard cost containment features, styled to your client's needs, are included in all
plans.They include second surgical opinions... pre-admission testing... out-patient surgery...
limitations on weekend admissions... hospice and home health care benefits... skilled nursing
facility benefits . with pre-admission certification/continued stay review available as an option.
Competitive rates, quick quotes and simple enrollment procedures complete this winning
combination.

So if your clients are feeling the pinch from plans that just don't fit, try Provident Mutual's new
product for groups of 10 to 99 ... it's just your style. Call this toll-free number for a referral to
the Provident Mutual Group Office nearest you: 1-800-523-4681 (please ask for Operator 29).

0
PROVIDENT MUTUAL
SECURITY THROUGH FINANCIAL SERVICES

L



C}V / U)4517(tfu.5 LICSUIU,iCS, J Uly 4, LUOU

Five-year losses
Continued from previots page

Next to the municipal class, the
next highest loss and loss a*ust-
ment expense ratio was produced
by institutional day-care opera-
tions, excluding services operating
from an individual's home, which

produced a 126% loss ratio during
the five-year period, rising to a
high of 169.8% in 1984 from a low of
71.8% in 1980.

Claims incurred during the pe-
riod totaled 2,504, rising steadily to
840 in 1984 from 254 in 1980.

Premiums earned during the five
years totaled $16.3 million, while
basic limit losses totaled $11.8 mil-
lion and excess limit losses totaled

$8.8 million.

The recreational classes pro-
duced the next highest loss and loss
expense ratio-115% over the five-
year period, rising to a high of
148.1% in 1984 from a low of 90% in

1980. This c'.ass includes risks like

recreational facilities, amusement

parks, fireworks demonstrations
and municipal and private ski lifts.

Claims inourred during the pe-
riod totaled 36,717, rising to 8,284 in
1984 from 5,367 in 1980.

Premiums earned during the five
years totaled $264.7 million, while
basic limit losses totaled $205.1 mil-
lion and excess limit losses totaled

$99.2 million.

The liquor liability class pro-
duced the lowest loss and loss ex-

pense ratio over the five years,
61.2%, rising to a high of 82.5% in
1984 from a low of 43.1% in 1980.

Claims incurred during the period
totaled 1,292, rising to 396 in 1982
from 127 in 1980 and falling to 302
in 1984.

Premiums earned during the
five-year period totaled $63.7 mil-
lion, while basic limit losses totaled
$18.2 million and excess limit losses
totaled $20.7 million. .

Tap prior liability policies to fund
ElL exposures, experts advise

By MEG FLETCHER

BOSTON-Most public entities
trying to finance their environ-
mental impairment liabilities will
find that savvy negotiating with
prior insurers can reduce their out-
of-pocket defense and cleanup
costs, experts say.

Many public entities look to pre-
vious insurers to pay claims for EIL
losses because they cannot find
available or affordable commercial

coverage in today's tight market.
Some public entities cannot even

get fire insurance on the scales used
to weigh garbage because un-
derwriters fear the insurance con-

tract may be interpreted to provide
broader coverage, said David J.
Dybdahl, director of environmen-
tal risk management services at
Corroon & Black of Wisconsin Inc.

He and other speakers discussed
public entities' EIL exposure at two
seminars sponsored by the Public
Risk & Insurance Management
Assn. at its recent conference in

Boston.

Most liability insurance policies
written in prior years provided
lower deductibles or self-insured

retentions and broader coverage
than more recent policies, either on
their face or as the result of court

interpretations, said Larry W Mit-
chell, an attorney with Los An-
geles-based Cotkin, Collins, Kolts
& Franscell.

"Financing environmental im-
pairment liability requires that we
have to be creative," Mr. Dybdahl
added. The idea, he said, is to go
after old policies-as long as the in-
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surers have money.
Public entities face EIL expo-

sures especially from landfills and
underground tanks, said Michael
H. Tiller, president of the environ-
mental risk division of the Tiller

Consulting Group in Corona del
Mar„Calif.

However, their multifaceted op-
erations include a wide range of
potential EIL risks including the

storage of pes-

111.ima indoor garage

ticides or salt

for roadways,

operations and
even contrac-

tual responsi-
bility for some
nuclear decon-

tamination

costs at a local

utility, public entity sources say.
Public entities face liability from

federal statutes like the Toxic Sub-

stances Control Act, some state

"Superfund" laws and private law-
suits charging negligence, strict lia-
bility, nuisance and trespass, Mr.
Mitchell said.

Damages under federal and state
sta.utes can include cleanup ex-
penses, injury to natural resources
and punitive damages and criminal
fines. Damages under private law-
suits can include property damage,
bodily injury, emotional distress,
punitive damages and sometimes
the cost of future medical monitor-

ing Mr. Mitchell said.
To describe the scope of the

problem, Mr. Dybdahl said total
cleanup of all 22,000 identified haz-
ardous waste sites may exceed $100
billion, according to conservative
estimates. Fewer than 10 of the 750

priority sites have been cleaned up,
he added.

Regardless of the ultimate liabil-
ity, public entities face a potentially
large exposure for pre-litigation
and litigation defense costs and fees
for technical inspections. The tech-
nical inspection costs can exceed
pre-litigation defense costs by 3-to-
1, Mr. Mitchell said.

If a risk manager is concerned
that his or her public entity may
have a pollution problem, it should
have an attorney hire an environ-
mental consultant to assess the

problem. That will ensure that the
consultant's reports are protected
by the attorney-client privilege and
cannot be used against the public
entity at a later date, Mr. Mitchell
said.

An assessment of a public entity's
EIL risk should entail a systematic
review starting with a public en-
tity's physical operation, the re-
lated hazards, the potential effect
of natural perils, the path of en-
vironmental pollution and its ef-
fects on people, Mr. Tiller said.

That kind of assessment will help
prepare a risk manager if and
when notification comes that the

public entity is being sued or re-
ceives a letter from a federal or

state regulatory agency stating the
problem and inviting the public en-
tity to negotiate.

To determine the amount of po-

tential insurance, the risk manager
needs to identify, gather and ana-
lyze copies of all primary and ex-
cess policies that could possibly
provide coverage during the rele-
vant period, which is "the first date
of generation, transportation or
ownership to the date of last re-
lease," Mr. Mitchell said.

A risk manager should first turn
to policies covering environmental
impairment liability and compre-
hensive general liability exposures.
The risk manager should not be
discouraged by pollution exclusions
in policies, especially between 1970
and 1985, because subsequent court
interpretations have voided much
of their effect, he said.

Previous policies covering bodily
injury and property damage under
premises and operations coverage
gives "pretty broad coverage," Mr.
Dybodahl said.

"If a public entity transported
pollutants, it may also be able to get
some coverage under its automo-
bile liability policies," he said.

And, if a public entity has to
break up a basement floor to get to
an underground source of contami-
nation, it may be able to get some
coverage under first-party prop-
erty policies that cover appurten-
aces to the land.

A risk manager may have to be a
"private eye" to locate policies that
span several years, Mr. Mitchell
said, which will entail questioning
previous brokers and public em-
ployees. The public official may
even have to ask attorneys in pre-
vious cases which insurer paid
their legal fees, he added.

The risk manager should next
notify relevant primary and excess
insurers of the potential claim,
"This is where many entities break
down," Mr. Mitchell said.

A public entity should not hesi-
tate because federal or state regula-
tors have not filed a lawsuit or be-

cause the entity does not want to
upset relations with an insurer :n
today's often-constrieted market
with its recent high deductibles and
self-insured retentions.

Attorneys can help public enti-
ties decide which policies should be
considered for filing claims. Those
will be the policies containing
broad coverage, high limits or low
deductibles.

The targeted insurers, however,
probably will want to bring in in-
surers that issued more recent poli-
cies, he noted.

The insurers often ask for a list
of all other insurers, but Mr. Mit-

chell suggested that list not be re-
 leased until the insurer provides a
complete, written explanation of its
position.

The public entity can refuse to
cooperate with the insurer's re-
quest, Mr. Mitchell said. An insurer
cannot avoid its duty to defend a
public entity because of the public
entity's failure to cooperate, he
added.

When dealing with the insurers,
"make a record with your insur-
ante carriers and force them to ar-

Continued on page 32
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these same elements. At Business Insurance,

we also stay on balance by serving the varied
information needs of more than 123,000 corporate
insurance executives.

Every week, BI editors report on every facet
of the commercial insurance spectrum. They
balance their coverage between breaking news
articles and industry features and analyses. They
embrace subjects of insurance and reinsurance,

risk management and employee benefits, loss
prevention, surplus lines and specialty risks.

This well-balanced editorial coverage remains
consistent week after week... and week after

week we consistently draw the purchasing
influentials from all segments of the market you
need to reach.

If you want to be within eyeshot of your
prospects and customers, then place your
advertising in the newsmagazine that doesn't lose
sight of what its readers need or want... the
balanced perspective of Business Insurance.

business
insurance

A publication of Crain Communications Inc.

The game plan that works.

New York: 220 East 42nd Street, NY 10017 (212)210-0133 Chicago: 740 Rush Street, IL 60611 (312)649-5276 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213)651-3710



tess
11C
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 9004&(213)651-3710

update

REPORT ON EBC WINNERS:

Distribution at Bl Conference

issue Date: August 4
Ad Closing: July 23

Profiles of the award winning
tenefit communication programs
from the Business Insurance 14th

Annual EBC Competition.

business
insurance

ElL coverage
Continued from page 30
ticulate in writing their exact posi-
tions and the facts, aw and policy
provisions that they are relying
upon in support thereof," Mr. Mi.-
chell suggested.

Risk managers who try to estab-
lish such a record likely will en-
counter one of severalresponses
from insurers, he noted. These may
include:

• Volunteering to 'monitor" the
situation and then listing several
reasons why they believe they do
not owe the policyholder any cov-
erage.

"This is a non-response. Be
aware of it," Mr. Mitchellsaid.

• Offering to provide a nego-
tiated partial defense under a
strong reservation of rights provi-
sion for indemnification. This
means if a court later decides that

the insurer had no respomsibility :o
provide coverage, the insurer will
not have to pay indemnification

August
is just around our

Conference.
The Business Insurance Conference

on Communicating Employee Benefits.
On August 4 and 5. at New York City's all new
and spectacular Marriott Marquis Hotel, an
influential group of employee benefit executives
will be meeting to explore issues critical to their
professional responsibilities.

This year's agenda includes pane] discussions on
health care alternatives, computer communications
and pre-retirement counseling; and concurrent
case studies will be presented on audio-visual,
print, and toral communication packages. Also,
task force "think tanks" invite you to partake in
problem/solving sessions on employee benefit
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Additional highlights include the 14th Annual EBC
Competition Awards Presentation plus "You Be
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Mr. Mitchell prefers
negotiating an

insurer's coverage
responsibility to

litigating it.

costs.

• Offering to provide a total de-
fense under a strong reservation of
rights clause, which often includes
an attempt to reserve the right to of
recover from the policyholder de-
fense expenditures as well as in-
demnity costs, he said.

A public entity's right to desig-
nate its own defense counsel gen-
erally depends upon the position
taken by the insurer, Mr. Mitchell
said. If an insurer is defending
under a reservation of rights
clause, a public entity probably
may hire its own defense counsel.

It can make an even stronger
case for hiring its own defense
counsel in cases where the insurer
lacks an economic motive to pres-
ent a vigorous defense-for exam-
ple, when it is not required to pro-
vide indemnification, he said.

If the insurer suggests that the
public entity pay for separate per-
sonal counsel, "that may be bad
faith in and of itself," Mr. Mitchell
said. As such, it could provide
grounds for the public entity to re-
cover from the insurer.

An insurer's duty to indemnify
for the cost of cleanup can be re-
duced by an exclusion that says an
insurer will not cover contamina-

tion a public entity caused to prop-
erty it owns, occupies or rents.
However, an insurer may be in-
directly forced to pay for on-site
cleanup because that may be the
only way to stem the flow of con-
taminants onto neighboring prop-
erty, for which it is responsible.

Mr. Mitchell said he prefers ne-
gotiating an insurer's coverage re-
sponsibility to litigating it. How-
ever, in negotiating settlements,
public entities should understand
the differences between technical

costs associated with providing a
defense and the technical costs as-
sociated with indemnification for
cleanup before agreeing to assume
any of either costs, he advised.

Public entities have other alter-
natives for funding EIL losses be-
sides seeking payments from previ-
ous insurers, Mr. Dybdahl said.

Among them is using risk-shar-
ing pools, which he said are "very
new" and may be the only alterna-
tive in the future.

He had proposed a statewide pool
for landfill liability in Minnesota
and Wisconsin, but it was rejected.

James Blackburn, staff counsel
for the North Carolina Assn. of
County Commissioners, said in a
separate interview that the organi-
zation plans to establish on Sept. 1
what may be the first intergovern-
mental pool exclusively for pollu-
tion liability.

But apart from risk financing
measures, an even better alterna-
tive is to develop "environmental
foresight" and control EIL risks be-
fore they become claims, Mr. Miller
emphasized.

A public entity risk manager
needs to develop a systematic ap-
proach to controlling EIL risks so
he or she has a framework for ask-

ing the right questions and keeping
needed information, he said.

He cited one public entity that
does not know where all its sewers
are located because it has not kept
sufficient records of the work a va-
riety of engineering and construe-
tion companies over the years. He
didn't identify the entity.

He also suggested consolidating
the clinics used to provide medical
services to employees injured on
the job to ensure that needed rec-
ords are kept about the protective
clothing or equipment employees
were using at the time of the in-



Missouri law authorizes

pool for public entities
By MEG FLETCHER

JEFFERSON CITY, Mo.-Public
entities in Missouri are awaiting
the startup of a newly authorized
statewide pool that by law must
offer them coverage.

The Missouri Public Entity Risk
Management Fund was established
by legislation, H.B. 1435 and H.B.
1461, signed June 20 by Gov. John
D. Ashcroft.

The pool, which is expected to
begin operating in the late fall, will
provide liability coverage, says Don
LeMond, the state's risk manager,
though the statute allows the fund's
board of trustees to offer other lines

of coverage.
The enabling legislation estab-

lishes initial limits of $800,000 per
occurrence, which is the maximum
liability faced by a Missouri public
entity in state tort cases.

Missouri public entities and their
employees are immune from most
tort claims except when operating a
motor vehicle or knowingly allow-
ing public property to remain in a
dangerous condition.

The pool will also provide cover-
age for federal civil rights viola-
tions up to the $800,000 limits, said
Gary Markenson, executive direc-
tor of the Missouri Municipal
League.

However, the statute is broadly
written and allows the fund's board
of trustees to increase the limits of-
fered, Mr. LeMond said.

"We think it is a great step the
state is taking to help the cities,"
said Mr. Markenson. Many of Mis-
souri's 3,000 to 4,000 public entities
are operating without liability in-
surance, he noted.

Some public entities have closed
jails and curtailed activities and at
least one is spending 50% of its bud-
get on insurance, Mr. LeMond
pointed out.
, Mr. Markenson said he expects
several hundred public entities to
join the pool when it becomes oper-
ational in the late fall, although no
date has been set yet for startup.

Public entities' contributions to

the pool are expected to be "sub-
stantially" less than the premiums
they would pay to commerical in-
surers because of the absence of

commissions, profit factors and
premium taxes, he said.

The annual contribution for each

public entity will be based on its
loss experience, said Mr. LeMond.

The feasibility of the pool was
highlighted by responses from 700
of more than 2,000 public entitities
surveyed during the pool planning
process, Mr. LeMond said.

These entities paid between $7
million and $8 million in premiums
during a 12-month period, while
claims totaled only about $1 mil-
lion, he said.

Under the legislation, the pool
will not be responsible for:

• Fines or penalties for violation
of any civil or criminal statutes, ad-
ministrative regulations or county
or municipal ordinances.

• Attorneys' fees and expenses
for defense of charges that criminal
statutes or county or municipal or-
dinances were violated. '

• Claims against a participating
public entity or its employee or of-
ficers that were brought by or ren-
dered in favor of any participating
public entity, employee or officer
acting in an official capacity.

• Claims against independent
zontractors servicing a member
public entity, its officials or em-
ployees.

Establishment of the voluntary
3001 is not expected to affect the
Missouri Intergovernmental Risk
Management Agency, an existing
1001, according to Mr. Markenson.

MIRMA offers higher limits of li-
ibility coverage, $1 million instead

of the $800,000 available through
the fund, as well as other types of
coverages, said David C. Epps,
MIRMA's executive director. In ad-

dition, the pool's membership is
handpicked to ensure only good
risks are included:

The insurance industry generally
opposed the legislation because it
feared the loss of market share and

questioned the proposal's financial
soundness, according to Mr. Mar-
kenson.

Linda Laurich, an attorney with
the government affairs department
of the Alliance of American Insur-

ers, said she is concerned about a
provision that allows the pool's
board to assess member public enti-
ties for their proportionate share of
unfunded losses. •
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Illinois reforms
Continued *om page 2
after his signature.

While the IMA and the chamber

are committed to seeking a veto,
the Illinois Municipal League and
the Illinois Assn. of Park Districts,

as well as other public entity
groups in the coalition, have yet to
decide if they will support busi-
nesses' call for a veto, since the new

legislation g-ves them some relief.
General reforms included are:

• An exemption from joint and
several liatility for non-medical
damages fo: defendants in negli-
gence actions who are less than 25%
liable. All defendants will be

jointly and severally liable for
plaintiffs' medical expenses.

This reform does not apply to en-
vironmental liability and medical
malpractice rases.

• A bar to recovery by plaintiffs
who are more than 50% at fault and

a reducticn of other plaintiffs'
damages by the amount they are at

fault.

• Deductions for amounts reco-

vered from collateral sources, such

as medical insurance payments
paid to or payable to plaintiffs, if an
award exceeds $25,000. However,
the reduction will not apply to pay-
ments that are subject to recoup
and it cannot exceed more than

50% of the total award. In addition,

the award will be increased by the
amount that the plaintiff has paid
in insurance premiums for two
years prior to injury.

• Sanctions against parties, at-
torneys or insurers for frivolous
pleadings and motions. Penalties
may include reasonable expenses
incurred and attorneys' fees.

• A limitation on punitive dam-
ages, permitting them only where
the defendants are guilty of willful
and wanton conduct and where the

damages would serve to punish
them or deter others from such

conduct.

• Authorization for the court to

distribute punitive damage awards

among plaintiffs, their attorneys
and the state Department of Reha-
bilitation Services.

Public entities won far more re-

forms, although not everything
they wanted. Fcr them, the bill.

• Bars punitive damages against
public officials acting in official ex-
ecutive capacity.

• Bars liability for damages re-
sulting from hazardous recreational
activities where the plaintiff knew
or should have known it was a haz-

ardous activity and for injuries oc-
curring in a body of water adjacent
to land owned or maintained by a
local public entity if that body of
water is not owned or maintained

by the public entity.
• Provides new immunity from

liability for damages allegedly
caused by failure to detect or solve
crimes, identify criminals or pro-
vide rescue or emergency services;
inadequate warning signs, barriers
and traffic dev:ces; and failure to

upgrade streets and traffic controls
to meet changing standards.

The bill does not limit liability
for failure to maintain streets and

traffic controls in proper condition.
• Provides new immunity for

officials and employees from liabil-
ity for the negligent operation of a
vehicle when responding to an
emergency call. Willful and wan-
ton conduct in the operation of
such vehicles, however, is not ex-
empted from liability.

• Decreases the statue of limita-

tions to one year from two.
• Specifically authorizes partici-

pation in a self-insurance pool.
• Abolishes the local govern-

ment immunity waiver now trig-
gered by the purchase of insurance.

• Permits a court to order pay-
ment of a judgment in up to 10
equal installments, with interest,
where a single payment would im-
pose unreasonable hardship.

• Allows local public entities to
issue general obligation or revenue
bonds without a referendum to cre-

ate reserves for tort judgments that
also may be transferred to a pool.
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• Allows all school districts to

use tort liability levies to pay all
costs, including attorneys' fees, for
self-insuring.

"Unfortunately, it doesn't solve
the insurance crisis. That will still

be with us," said James Ryan,
mayor of Arlington Heights, Ill.,
and president of the Illinois Munic-
ipal League.

The league's board will meet
soon to decide whether to support a
veto, but, he said, he believes "hali
a loaf is better than none."

Illinois business leaders stress

that they are confident that a veto
of this bill would not scrap tort re-
form in Illinois entirely this year.

"The General Assembly wants to
pass something this year," says Mr.
Gottschalk.

Besides addressing tort reforms,
the measure also includes several

insurance related provisions, all of
which were supported by the Illi.
nois Insurance Department. The
legislation requires insurers to:

• Provide loss information for

the preceding three years upon pol-
icyholder request or with notifica-
tion of cancellation or non-re-

newal.

• Give 90 days' notice to the In-
surance Department of termination
of any commercial line of insur-
ance in Illinois, accompanied by
data supporting the decision and
information regarding whether the
insurer will continue the line in

other states.

• Give 60-day notice of cancel-
lations, non-renewals and premium
increases exceeding 30%. If the in-
surer gives 30 to 60 days' notice, the
policy automatically is extended
for 60 days. If the insurer fails to
give at least 30 days' notice, the pol-
icy is extended a year.

• Allowing policyholders whose
claims-made policies were canceled
by liquidation order to purchase an
extended discovery period where
the policy contains such an option
with the intention that claims

would be covered by the state guar-
anty fund.

The bill also creates the Illinois

Insurance Cost Containment Act tc

require the Insurance Department
to monitor the insurance market

and recommend ways to hold down
insurance costs.

The bill does not include au-

thority for the Insurance Depart-
ment to roll back rates, a provision
that had been included in an earlier

version.

The bill was the product of a con-
ference committee composed 01
senators and representatives who
listened over several months to all

parties, including business groups
insurers and trial attorneys. It was
adopted by the House in a 76-41
vote June 30, and passed the Senate
later that evening by a 30-23 vote.
The vote was' split across party
lines, with Democrats in control.

Proponents of the bill, includin@
House Speaker Madigan and Sen-
ate President Philip J. Rock of Oak
Park, both Democrats, say the
measure will result in lower liabil-

ity rates and more available insur-
ance. But insurance industry
spokespersons disagreed.

"We just feel the tort reform
(measure) is so insignificant it will
not remedy the situation," said
Morag Fullilove, vp-governmenl
affairs for the Alliance of Ameri-

can Insurers in Schaumburg, Ill.
"It's not the kind of tort reform

we needed in Illinois," she added
"It's sad that everyone worked so
long for a package of meaningless
legislation," Ms. Fullilove said.

"The insurance industry, like the
rest of the business community, is
disappointed that the Illinois Legis-
lature did not pass strong tort re-
form," said Robert G. Schultz, ex-
ecutive vp of the Illinois Insurance
Information Services in Chicago.

"We're not in any position to say
(rates will drop). We have no way
of knowing," Mr. Schultz said, add-
ing that if the provisions reduce the
cost of losses, then that would be

passed onto policyholders. .
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Supreme Court appointments could win more protection from the new court nificant impact on admiralty law practice," said Theodore C
The court will be far more conservative in interpreting Robinson, who is on the American Bar Assn 's Standing Com-Continued from page 1 Section 1983 cases, named for the section of the Civil Rights mittee on Admiralty and Maritime Law

"There is a possibility the court will be more sensitive to Act that permits suits against government officials for depri- Mr Robinson, with the Chicago firm of Ray, Robinson,
business and the application of constitutional doctrine in the vations of constitutional rights, predicts Richard J Puchalski, Hanninen & Carle, said federal maritime law is well-estab-
punitive damages area," points out Ellis Horvitz, an attorney with the Chicago firm of Doss, Puchalski & Keenan That lished, noting he sees little impetus for change in court inter-
with the Encino, Calif, firm of Horvitz, Levy & Amerian. would result in limitations on plaintiffs' ability to bring suits pretations

Mr Horvitz had filed an amicus brief on behalf of insurer and recover damages against local governments, he said While some attorneys say the new court may more often
groups challenging the constitutionality of punitive damages Justice Rehnquist generally has sided with local govern- favor business, there is at least one issue on which Judge Sca-
in a case brought before the court during its most recent term ments defending these types of cases and has limited plain- lia is likely to favor plaintiffs that sue businesses· libel cases

In that case, Aetna Life Insurance Co vs Lavote, the court tiffs' remedies, he noted. and lawsuits brought against the media.
heard arguments on whether punitive damages violated the Attorney James R Schirott, who represents municipalities, In various decisions since he was appointed to the appellate
excessive fines clause of the 8th Amendment and the due agrees that there "probably will be some benefit to local gov- court in 1982, Judge Scalia has sought to limit the media's
process clause of the 14th Amendment (BI, Dec 2, 1985) ernments" followmg the appointments, noting the high court First Amendment rights

Although the case was returned to trial on another issue, may tend to restrict cases brought under Section 1983 and the In Ollman us Evans and Novak and Tavoutareas vs Wash-
Chief Justice Burger, in the 8-0 decision, said that arguments 14th Amendment. ington Post, he took positions favoring plaintiffs. And just
regarding the unconstitutionality of punitive damages "raise A more conservative court will limit the kinds of cases that recently, the U S Supreme Court overturned by a 6-3 vote a
important issues which, m an appropriate setting, must be are considered by the court under the guise of civil rights 1984 decision written by Judge Scalia in a case against The
resolved" (BI, April 28). actions, said Mr Schirott of the Itasca, Ill, firm of Schirott & Investigator magazine that some say would have made it eas-

While Mr Horvitz does not expect "a broad fundamental Associates. ter to pursue libel suits Judge Scalia had ruled the case shouldchange," he said "the court might have a little sharper eye for However, Mr. Schirott is looking forward to one more Rea- not have been dismissed on a summary judgment because it
the constitutional doctrine of due process not heretofore ap- gan appointment to the court. "If the Supreme Court picked was up to a Jury to determine if actual malice was shown in
phed m favor of defendants in punitive damage cases " up one more vote, local government will be in the best posi- the articles

"In terms of getting an ear more receptive to constitutional tion they've been in since the turn of the century," added Mr. However, Justice Byron White said that when considering
rights of the business community, the appointments are a step Schirott "Better days are definitely ahead for local govern- a motion for summary judgment, the trial Judge should con-
in the right direction," he said ments as far as their treatment by the Supreme Court." sider 4¢

whether the evidence presented is such that a reason-
Bruce Fein, a constitutional scholar at the conservative In general, and regarding issues broader than civil rights able Jury might find that actual malice had been shown with

American Enterprise Institute in Washington, said that while actions, a more conservative court also may be more restric- convincing clarity.'
the high court cannot be characterized as pro- or anti-busi- tive in creating new remedies, tolerating concepts of private Mr Fein of the American Enterprise Institute predicts that
ness, Judge Scalia is more apt than most of the Justices to rights of action and permitting individuals to have standing, the landmark New York Times us Sullivan decision, which
defer to state legislatures predicts Theodore B. Olsen, with the Washington office of the requires proof of 44

actual malice" against public figures, willThus, Judge Scalia, who was a visiting scholar at the AEI m firm of Gibson, Dunn & Crutcher. be dented by the new court, although it may not be immedi-
the 19705, would be less likely to overturn new state laws plac- There's little agreement on how the new court will treat ately overhauled.

'ing caps on non-economic damages in liability awards or limit- two other issues, one involving insurance regulation and the Justice Scalia doesn't believe the media deserves protec-ing plaintiffs' attorneys' contingency fees, Mr Fein predicted. other employers' liability. tion from false statements," he pointed out.
Challenges that these reforms are unconstitutional are expected. The new court might "stop nipping away" at the exemp- In the final analysts, most legal scholars and court observers

However, a court swayed toward states' rights presumably tions from federal antitrust laws granted the insurance indus- caution against equating a conservative court with a pro-busi-
€ould work against business as well, if the case involves state try under the McCarran-Ferguson Act, said Richard Selig- ness court.
legislation detrimental to business man, with the Chicago firm of Katten Muchin, Zavis, Pearl, "Generally from decisions we've followed over the past fiveAn early test of this will come early in the court's term this Greenberger & Galler years, a conservative bias of an appointee doesn't have that greatfall when it hears Burlington Northern Inc,'s challenge of an "I'd expect a more conservative court to broaden the ex- an effect on business issues," said Quentin Riegel, assistant gen-
Alabama statute that automatically assesses a 10% penalty on emptions of the insurance industry More activities of the in- eral counsel for the National Assn, of Manufacturers
Judgments against defendants if they lose a case on appeal. surance industry will be protected under McCarran-Fergu- Many business issues-such as questions of congressionalBurlington Northern lS arguing the statute denies it equal son," he said. intent, statutory interpretation and whether states can imposeprotection and violates due process rights under the 14th But, Robert H. Myers, a partner with the firm of Heron, tax or regulatory controls on interstate business-aren't af-
Amendment A conservative court could reason a ruling for Burchette Ruckert & Rothwell and Washington counsel for fected by a conservative bent of the Justices, he added.
or against his client, speculates an attorney for the company the National Assn. of Insurance Commissioners, suggested a "It's very difficult to characterize Justice Rehnquist's opin-

Another area in which the court may be more favorable to more conservative court advocating a free-market philosophy ions as pro-business," observed A E. Dick Howard, White
business is in restticting discrimination suits brought against would act to narrow the exemption rather than expand lt, Burkett Miller professor of law and public affairs at the Uni-
businesses and local governments under federal laws. because this would have the effect of fostering competition. versity of Virginia.

Judge Scalia, sitting on the U.S. Circuit Court of Appeals However, he suggested it's more logical to assume that any "Some decisions may be favorable to business, but it would
for the District of Columbia, dissented in an 1984 opinion changes in the McCarran-Ferguson Act would come through be simplistic to say that there is a pro-business philosophy
holding that sexual harassment of an employee by a supervi- the legislative process rather than Supreme Court rulings. behind it," he said
sor violates Title VII of the Civil Rights Act of 1964. The court may also consider issues arising from maritime Moreover, there is often the problem of defining what

While the Supreme Court last month upheld the lower- and admiralty cases, said Robert W Murdoch, with the Pitts- "pro-business" means, especially if there is a dispute between
court ruling, permitting the employee to sue her supervisor burgh firm of Grogan, Graffam, MeGinley & Lucchino. businesses.

and her bank employer, Justice Rehnquist wrote in the opin- For example, under the Jones Act, which allows injured Late last month Judge Scalia supported a unanimous opin-
non that companies are not always automatically liable for seamen to sue ship owners in federal court for negligence, a ion that granted broad insurance coverage to Eli Lilly & Co
sexual harassment by supervisors lesser standard is required to prove negligence against defen- in a dispute with insurers over coverage for DES claims

An attorney who defends private employers against discrimi- dants than in ordinary negligence cases, he said The June 24 decision affirmed an order by the U S. District
nation suits brought by federal agencies, however, considers the That protection may not be as necessary today as it was Court for the District of Columbia granting summary Judg-
potential impact of the appointments "a mixed bag." many years ago, and a more conservative Supreme Court may ment in favor of Lilly and holding that any insurer on the

If courts become more conservative on affirmative action be more mclined to interpret congressional intent under the risk between the time of ingestion of DES and the manifesta-
and less hkely to enforce civil rights legislation, the federal Jones Act differently to make negligence more difficult to tion of DES-related symptoms has a duty to indemnify Lilly.
government may bring fewer cases against employers, says prove, Mr. Murdoch said. The decision by the three-judge appellate panel came after
Robert L Jauvtis, with the New York firm of Epstein Becker But another attorney who practices admiralty and maritime lt had referred the case to the Indiana Supreme Court to de-
Borsody & Green However, he predicts individuals could law did not think changes on the court would have much termine the scope of coverage including the trigger of cover-pick up the slack and bring such suits, he said. impact. age for DES-related diseases under Indiana law (BI, Oct 7,Local governments, often the target of civil rights suits, "

I would question whether the changes will have any sig- 1985).
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Brokers Price % Chg. P/E $ Div. % Yld. High Low Vol.(000) Pflce % Chg. P/E $ Div. % Vld. High Low Vol.(000) * 525
Continental Corp NYSE 48.38 2.4 0.0 2.60 5.4 48.38 46.88 548.0 j =/1. .//\.-t\/.// 11, 520
Crown Life Ins Co OTC 390.00 11.4 3.9 0.00 0.0 390.00* 350.00 0.0 . 515Alexander & Alexander Svcs NYSE 39.13 2.0 0.4 1.00 2.6 39.38 38.63 207.1 Ourhan Corp OTC 46,.50Baldwin & Lyons Inc OTC 24.00 4.3 60.0 0.16 0.7 24.00 20.00 0.5

1.1 12.5 1.36 2.9 47.00 46.00 10.8
510Farmers Group Inc OTC 42.00 0.0 15.1 1 00 2.4 42.00 41.50 1,088.1Corroon & Black Corp NYSE 41.13 3.1 22.0 0.65 1.6 41.13 39.25 55.7 Fairmont Pint Inc AMEX 32.25 3.6 24.2 0.00 0.0 32.25* 30 75 49 7Crump E H Cos Inc OTC 28.75 4.5 24.4 0.25 0.9 28.75, 27.50 85 2

Gallagher Arthur J & Co OTC 51.00 4.1 22.0 0.40 0.8 51.00 50.00 15.6
Fireman Fd Corp NYSE 37.75 7.9 0.4 0.30 0.8 37.75 35.25 979.7
Fremont Gen Corp OTC 27.88 1.4 0.0 0.48 1.7 27.88 27.25 142.3Hall Frank B & Co Inc NYSE 24.75 1.0 0.0 0.00 0.0 25.25 23.75 344.5 496
Great West Life Assurn Co OTCMarsh & Mclennan Cos Inc NYSE 62.00 7.6 24.6 1.50 2.4 62.00 57.13 647.9 850.00 1.2 8.5 18.00 2.1 850.00 840.00 0.0

1: '90Home Group Inc AMEX 26.75 1.4 58.2 0.00 0.0 26.75 26.13 448.5Poe & Assoc Inc OTC 11.00 2.3 0.0 0.53 4.8 11.00 10.75 18.0
Hanover Ins Co

====. OTC 62.00 2.9 33.2 0.56 0.9 62.00 61.00 93.7 405
AGENTS/BROKERS AVERAGE 3.0 1.6

Hartford Steam Boiler Insptn OTC 98.00 4.8 15.6 2 40 2.4 98.00* 93.75 17.9 480
Kans City Life Ins OTC 36.25 0.7 14.3 0.87 2.4 36 25 36.00 9.5 475Conglomerates & Holding Cos. Kemper Corp OTC 32.50 3.2 103.2 0.60 1.8 32.50 32.25 1.096.6
Liberty Corp S C NYSE 43.00 0.9 18.1 0.72 1.7 43.00 41 00 68.5 170
Lincoln Natl Corp Ind NYSE 53.00American Express(Fireman's Fd, NYSE 61.88 0.4 14.5 1.36 2.2 62.50 61.38 3,111.6 3.9 12.0 2.00 3.8 53.00 51.25 370.8 I. 4.5

1.*Anderson Clayton(Ranger/PanAm) NYSE 55.88 -9.3 31.9 0.00 0.0 0.00 0.00 0.0
Mission Ins Group Inc PAC 3.00 0.0 0.0 0.00 0.0 4.38 2.88Armco Inc NYSE 9.25 -3.9 0.0 0.00 0.0 9.63 9.25 436.4 2,0.0
Monumental Corp OTC 54.63 0.5 19.4 1.40 2.6 54 75* 54.SO 24.2Berkley W R Corp OTC 39.75 5.3 30.8 0.24 0.6 40.00* 38.50 235.7
Nac Re Corp OTC 35.00 -2.4 0.0 0.00 0.0 36.00 35.00 35.1

f 44': P'... .4,4 **e-
CIGNA Corp NYSE 63.75 1.8 0.0 2.60 4.1 63.75 62.75 724.9 Nobel Ins Ltd OTC 17.00 0.0 22.4 0 25 1 5 17.25 17.00 138.6 '

Northwestern Natl Life Ins OTC 31.13 7.8 13.7 0.86 2.8 31.25 29.00 1,884.1 /CNA Finl Corp (CNIA) NYSE 65.63 5.6 20.7 0.00 0.0 65.63 63.38 135.9
General Re Corp
ITT (Hartford Group) m :E YS }3 t S }EL M 8,;%:t ; meaps:2[pto/0 OTC 84.SO 1.2 19.6 3.00 3.6 84.50 83.13 160.3 The Business insurance stock index closed at a

OTC 36.75 -1.7 13.5 0.78 2.1 36.75 36.25 169 6Sears Roebuck & Co. (Allstate) NYSE 48.63 1.3 14.1 1.76 3.6 48.63 48.50 3,881.7,
Orion Cap Corp NYSE 34.75 -2.5 0.0 0 76 2 2 35.63 34.75 35 6 record 536.0 on July 2, up 10.4 points from 525.6Teledyne Inc (Argonaut) NYSE 335.25 -0.4 8.1 0.00 0.0 338.00 335.25 44.1,
Protective Corp OTC 24.25 -1.0 13.3 0.70 2.9 25.00 24.25 213.6 on June 25. A total of 44 stocks advanced, eightProvident Life & Acc Ins Co OTC 29.63 4.9 10.3 0.84 2.8 29 63 28 63 156.7Transamerica Corp (Occidental) NYSE 36.00 0.0 17.2 1.68 4.7 36.00 35.00 821.81

posted losses and eight remained unchanged.02#= =====

St Paul Cos Inc OTC 4575 0.0 77 1.SO 33 46.00 45.25 459.9CONGLOMERATES/HOLDING COS. AVERAGE 16.9 1.1 Stocks with the largest gains were: Crown LifeSAFECO Corp OTC 59.00 1 7 15.9 1.68 2.8 59.00 57.75 182.2
Sri corp ore 22.38 -1.6 0.0 0 80 3.6 22.sO 22.25 24.5 Insurance Co., up 11.4%; USLIFE Corp., up 9.4%;Seibels Bruce Group Inc OTC 19.25 0.0 0.0 0.80 4.2 19.25 18.75 13.8Insurers

Fireman's Fund Corp., up 7.9%; and Northwest-Statesman Group Inc OTC 5.SO 0.0 39.3 0.05 0.9 5.50 5.38 33.7

em National Life Insurance Co., up 7.8%. StocksTokio Marine & Fire Ins Co OTC 401.00 -2.6 75.5 1.05 0 3 406.00 393.50 5.2Aetna Life & Cas Co NYSE 61.38 -0.8 13.5 2.64 4.3 61.63 60.63 2,561.4 Torchmark Corp NYSE 37.25 0.3 162 0.60 1.6 37.25* 36.88 513.7 posting the biggest losses were: Aneco Reinsur-American General Corp

Amern Heritage Life Invt Co NYSE
NYSE 42.00

0.6 15.6
1.12 :K 42.13 39.63

42.50

5.3 12.7
1.32 42.50 42.25 1,SOS:: Travelers Corp NYSE 49.75 0.3 12.6 2.16 4.3 50.00 49.25 1,876.6 ance Co. Ltd., down 4.3%; United Fire & CasualtyTremick Group Inc OTC 24.25 0.0 0.0 0.00 0.0 24.50 24.25 364 8American Indty Finl Corp OTC 19.25 4.1 0.0 1.12 5.8 19.25 18.50 14.7 United Fire & Cas Co QU 28.25 2.7 22.4 0.80 2.8 28.25 27 75 22.4 Co., down 2.7%; Tokio Marine & Fire InsuranceAmerican Intl Group Inc NYSE 128.50 1.4 23.9 0.44 0.3 128.88 126.25 488.0

Umted States Fid & Gty Co NYSE 40.25 1.9 Ltd., down 2.6%; and Orion Capital Corp., downAneco Reins Ltd OTC 2.75 -4.3 0.0 0.00 0.0 2.75 2.75 5.8 0.0 2.32 5.8 40.50 39 88 796.8
Uslife Corp NYSE 49 50 9.4 13.2 1.12 2.3 49 SO* 46.25 241.8 2,5%.The 8/Index outpaced theother major In-Ave:mco Corp NYSE 28.00 2.8 15.6 O.SO 1.8 28.00 26.50 6.3 Washington Natl Corp NYSE 34.75 0.7 15.3 1.08Business Mens Assurn Co Amer OTC 29.25 0.9 17.6 1.10 3.8 29.25 28.75 44.0 3.1 34.75 34.50 29.9

t..tub, Corp NYSE 70.50 3.3 138.2 1.56 2.2 70.SO 67.63 383.1 Zenith Natl Ins Corp OTC 29.25 1.7 146.3 0 80 2 7 29.25 28,25 160.9 dlcators, advancing 2.0%.The NYSE composite
Comuinei Intl Corp NYSE 61.00 0.4 12.2 2.24 3.7 61.00 60.00 90.0 ==#..===.

rose 1.4%; the Standard & Poor'3500 IndexINSURANCE COMPANIES AVERAGE 9.3 1.9

climbed 1.2%; and the Dow Jones 30 Industrials
System design Altman Information Systems gained 1.0%.
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