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Plaintiffs may target
DC-9' s manufacturer

By BILL DENSMORE

CINCINNATI-McDonnell-Douglas Corp., the manufacturer of
the Air Canada DC-9 that caught fire during a flight earlier this
month, killing 23 people, is a likely liability target in the accident,
plaintiffs' lawyers say.

The attorneys say they may direct their claims against the aircraft
manufacturer because an international treaty known as the Warsaw
Convention limits an airline's crash liability to approximately
$125,000 per passenger in international flights.

Many of the passengers on the Dallas-to-Toronto flight, which was
forced down near Cincinnati after dense smoke filled the cabin, ap-
pear to have been Canadians, plaintiffs' lawyers say.

Unless the manufacturer-which is not covered by the Warsaw
Convention-can be shown to bear some liability for the accident,
the treaty's liability limitation could otherwise bar large damage
awards, they say.

Moreover, plaintiffs' attorneys say McDonnell-Douglas could be
vulnerable to charges stemming from the cause of the in-flight fire
and the level of toxic fumes given off by plastic-based components in
the cabin of the DC-9, which may have contributed to the victims'
deaths.

Safety experts say passengers in an aircraft fire can sometimes
become incapacitated by toxic smoke before they have a chance to
reach an exit.

"The case has lots of products liability aspects," says Stanley Ches-
ley, a Cincinnati-based plaintiffs' lawyer who has been active in
litigating several recent mass disasters, including the MGM Grand
Hotel fire in Las Vegas, Nev., the Beverly Hills Supper Club fire in
Southgate, Ky., and last year's crash of a Pan American World Air-
ways flight near New Orleans.

Mr. Chesley compared the deaths of the 23 passengers in the June
2 Air Canada accident with the fire at the Kentucky nightclub,
which is located close to the Greater Cincinnati Airport in Florence,
Ky., where the Air Canada jetliner landed. Toxic fumes from burn-
ing plastic apparently contributed to the fatalities in both disasters,

Continued on page 38
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Texas adopts law limiting
use of risk retention groups
AUSTIN, Texas-The Texas Legis-

lature has passed a bill that allows a
risk retention group to fund only risks
recognized as product liability risks
under state statute. The bill uses the

same language as in a model bill
adopted by the National Assn. of In-
surance Commissioners (BI, Oct. 25).

Critics of that model bill question
whether it's the state or federal defi-

nition of product liability that applies
Continued on next page

Hall, insurer ask court
to void MGM coverage

By STEPHEN TARNOFF MGM's suit, filed in March, seeks payments under
the retroactive liability insurance it needed when it
found itself underinsured for the fire losses.

In the answers and counterclaims, Hall and its subsi-
diaries say MGM intended to use the retroactive liabil-
ity insurance to cover punitive damages as well as com-

pensatory damages in violation of the

3 . , '.*-C· .· · · ..• · " Policies.
In addition, MGM intended to de-

'·:·.'· ceive and defraud Hall and Union

1 ' + " through false representations relating

: tothe procuring ofthe retroactive in-

MGM was able to violate the condi-
surance, they add.

,2 tions of the retroactive policies by
gaining control of the settlements,

: Hall says.
As a result of these and other

:2:0 wrongful acts, the brokerage agree-
+ ' 0; ment with Hall and the retroactive li-
<:* 0 ability insurance with Union Interna-

:Ch H tional should be declared null and

ic·, :: c _' void, Hall and Union say.If the court agrees with Hall and de-
clares the first $35 million of the ret-

Graphic: Amy Palmer roactive insurance coverage void, it is
MGM's back-dated coverage unclear what effect that would have
is aflame with controversy. on the remaining retroactive insur-

ance of $130 million.
Hall arranged $165 million of retroactive liability in-

surance for MGM Grand a few months after the No-

vember 1980 fire killed 85 people and injured more
than 700 others. MGM Grand had only $30 million of
liability insurance at the time of the fire.

Hall, at the time, hailed the retroactive insurance as

an innovative product requiring a knowledgeable esti-
mate of the ultimate loss for it to be marketable.

Continued on page 37

LAS VEGAS, Nev.-The broker and the insurer on

the first layer of the once-ballyhooed retroactive liabil-
ity insurance placed for MGM Grand Hotels Inc. now
want a court to void the coverage.

Broker Frank B. Hall & Co. Inc. and

its subsidiary insurance company, -
Union International Insurance Co., *,¥
are asking a Nevada state court to .,2 1
void the first $35 million of the retro- :i:..''
active liability insurance Hall ar-
ranged for MGM Grand Hotels after ..
its 1980 Las Vegas hotel fire.

Hall, its Nevada affiliate, Frank B. ' '
Hall & Co. of Southern Nevada Inc., · ·

and Union International-responding
to a demand for payment under the
coverage by MGM Grand-charge
that the hotel owner breached its bro-

kerage and insurance agreements
with them in its $75 million lump-sum
settlement with fire victims. As a re-

sult, Hall says, MGM is not entitled to _ "2 ..''
the coverage.

Hall and Union, in separate re-
sponses to MGM's suit, also seek un-
specified punitive damages and more
than $10,000 in compensatory dam-
ages on each counterclaim for MGM's alleged wrongful
conduct. Two answers list four counterclaims and one

lists five.

Three separate answers to MGM's suit were filed
May 23 in Nevada state court by parent company Hall,
its Nevada brokerage affiliate and its Union insurance
company subsidiary. Each contends that the brokerage
and insurance agreements are void and that Hall and
Union are entitled to a recision of the contracts.

Two states approve unisex legislation
By JERRY GEISEL

WASHINGTON-Employers concerned about move-
ments to ban sex as a factor in determining insurance
premiums and benefits should watch their state legisla-
tures.

Besides the federal unisex legislation that has been
proposed, bills that would eliminate the use of sex as a
rating factor have been enacted in two states and intro-
duced in more than a dozen other states this year.

In Montana, Gov. Ted Schwinden signed a landmark
measure, H.B. 358, that prohibits sex as a rating factor
for pensions and all lines of insurance. That bill, passed
after a bruising legislative battle, would apply to insur-
ance policies sold and benefit programs formed after
Oct. 1, 1985, the measure's effective date.

In Nebraska, the state Legislature passed a measure,
L.B. 210, on the last day of its session that will require
most state and county pension plans to provide equal
annuities to male and female employees who retire
after Dec. 31.

Meanwhile, other unisex legislation that could affect
corporate benefit plans has been studied in state capi-

tols from coast to coast.

In Massachusetts, unisex legislation H. 4958, proposed
by Rep. Mary Jane Gibson, D-Belmont, already has at-
tracted 15 co-sponsors, while in Michigan a unisex bill,
H. 4209, will be actively considered by legislators, says
state Insurance Commissioner Nancy Baerwaldt.

In California, a legislative panel will be looking into
the unisex issue this fall and considering a pending bill,
while in Florida a state Insurance Department task
force set up by Commissioner Bill Gunter is weighing
the pros and cons of unisex legislation. The task force
will make its recommendations in March in time for

next year's session of the Florida legislature.
However, only a handful of the measures introduced

this year are still alive. Only California, Illinois, Massa-
chusetts, Michigan, New Jersey, North Carolina and
the District of Columbia still have pending unisex bills
that would affect corporate benefit plans.

Meanwhile, in states like Connecticut, Maryland and
Oregon, unisex bills were defeated at the committee
level because of powerful opposition from insurance
companies and their trade associations.

Continued on page 6
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update Smoking rule doesn't worry
Texas passes risk retention law
Continued from previous page

employers in San Francisco
when a risk retention group seeks a charter

Texas is believed to be the first state to adopt such a law since the By STEVE TARAVELLA Mr Hayden c.tes "the activist nature of San Franci-

enactment of the 1981 federal Risk Retention Act, which left imple-
scans" as a potential problem in Incorporating the law

mentation up to the states However, the Texas bill does not specify
SAN FRANCISCO-Administrative off.cials at into comEany policies smoothly

how the state statutes define product hability risks and insurance
many of the city's major employers are organizing "Because the ordinance was passed in San Francisco,

staffers were unavailable for comment
committees to study the possible effects of a new anti- we're probably running a greater risk of (an employee) '

The controversy over whether the state or federal definition of
smoking ordinance, which Mayor Dianne Feinstein taking action than in other places They can demand

product liability applies to a risk retention group came to a head in signed June 3 that co-workers around them stop smoking or quit "

Delaware when the state commissioner refused to recognize the risk
But, many companies are reacting to the law with The public and business community have shown an

retention group formed by the The Home Owners Warranty Corp,
what could be called passive resistance Personnel overwhemingly positive reaction toward the measure,

a national home builders' association He says the warranty risKs
directors at most of the according to Board of Super-

that group's captive would cover are not product liability risks larger employers in the area visors President Wendy ,

Since then, HOW has taken ltS fight to the U S District Court in do not expect compliance to Nelder, who proposed the or-

Wilmington, Del (BI, May 30)
be either costly or inconve- dinance She says represen-

In the meantime, HOW has met opposition in Texas, which also
nient

City ordinance No 298-83refuses to recognize it as a risk retention group because lt has not
have told her, "We can't

been certified in Delaware The Texas State Board of Insurance says requires that employers sep-
come out for it because the

HOW is operating as an unlicensed insurer
arate smoking employees =A/.94 Chamber of Commerce is

opposed to it, but we won't

New Lloyd's conflict surfaces
areas where individual come out against it

smoking disputes can be set- Il/M-1;t Most employers contacted

LONDON-Lloyd's of London says new "conflicts of interest"
have arisen within another Lloyd's underwriting syndicate

:= ar n:m:- mrangthsu ,

from non-smokers in office

be banned in the office area

The law takes effect July

tatives from many businesses

by Business Insurance say
they don't expect to suffer

Edward Williams Coutts & Co Ltd, which manages Syndicate
any hardships or undue costs
complying with the new law

235, advised its 600 names that Coutts directors and their wives had
received benefits of more than $25,000 per year from two Coutts- 3, and companies have 90 "I don't think lt'S going to

controlled companies-Nicholas Reinsurance Ltd and Orbells Ltd days after that to develop a Graphic Amy Palmer cause us that big a problem

-that had conducted reinsurance transactions with the syndicate written smoking policy We've always tried to take the problems of non-

Lloyd's will not take disciplinary action against the directors
A spokesman for the Chamber of Commerce of San smokers into consideration," says Bart L Pagel, man-

Francisco, which opposed the law, nonetheless con- ager of personnel policy for Beehtel Power Corp in

Nevada comp bill vetoed
cedes that the ordinance represents a plus for the San Francisco
health-conscious employee Bechtel-an engineering and construction company

"It's a definite benefit to those people with health that, acer,rding to Mr Pagel, has between 9,000 and
CARSON CITY, Nev -Gov Richard H Bryan vetoed legislation

that would have allowed employers to purchase workers compensa-
problems bothered by smoke," admits Bob Hayden 10,000 local employees-is exploring possible responses
"But, in general, it's an intrusion of the government to the ordinancetion insurance from commercial insurers beginning July 1, 1984

S B 136, passed by the Nevada Legislature May 22, changed the
into business operations In the vast majority of cases Bechters San Francisco offices include many large,

70-year-old exclusive state fund into a competitive fund (BI, May we know of, people are able to work things out in a open work spaces Mr Pagel says he is working with
30) Nevada is one of only six states with an exclusive fund courteous manner among themselves " Continued on page 34

The new law would not protect employees any better and would
not lower employers' costs, Gov Bryan said in his June 1 veto mes-
sage After his own Investigation and after meeting with opponents

2 executives Stewardesses to get credit
and proponents of the bill, the governor concluded that the best
system in Nevada lS the current monopolistic fund The Legislature among those
is currently out of session, making a veto override unlikely

leaving A&A
for pensions despite layoffs

Cost-containment proposals die By JERRY GEISEL

TALLAHASSEE, Fla -A number of legislative proposals to curb By LEN STRAZEWSKI
rising health care costs died in the Florida Legislature last week

CHICAGO-About 175 to 200 American Airlines flight attendants

The various bills would have given the state's Hospital Cost Con-
NEW YORK-Two top execu- w ho lost their loos after they became pregnant are receiving a new

tainment Board the power to approve hospital budgets, required tives are leaving their posts at bundle of pension credits

that every group health insurance policy sold or delivered in Flor-
Alexander & Alexander Services U S District Court JLdge Frank McGarr ruled last month that

ida contain a coinsurance provision and allowed the establishment Inc in the tnidst of continuing cut- American flight attendants who were not allowed by the company to

of preferred provider organizations (BI, May 30)
backs return to their pbs between 1965 and

William F Farley, 39, A&A's 1970 after becoming pregnant and

B-U issues recovery plan
chief financial officer since August giving birth must be giken pension -6
1981 and its lead financial spokes- service credits for the years they

NEW YORK-Baldwin-United Corp, after a marathon meeting man during A&A's investigation were away from their Jobs

with state regulators and creditors, last week produced the first into mismanagement of its Alex- The ruling, believed to be

public plan to revitalize the insurance and financial services firm ander Howden PLC subsidiary, one of the first cf its kird,

Victor H Palmieri, Baldwin's recently installed president, says resigned last week from both his follows a 1977 settlement /0.-41 -

the plan focuses on improving the profitability of Baldwin's tradi-
position as financial vp and as an between American Air-

A&A director, the brokerage an- lines Inc and the flight
tional insurance operations, including MGIC Investment Corp , and pension 7-

nounced attendants who lost
on disposing of some other assets, possibly including the debt of Mr Farley-who left A&A "to beneta:j 1

broker Bayly, Martin & Fay International Inc (BI, June 6)
their jobs because of -41 ® A

pursue other opportunities open toSeparately, Baldwin said last week that it expected a first-quarter
their pregnancies

loss in excess of $100 million for the period ended March 31 him," according to a company Under that 1977 agree»lN Graphic Jim Bakasetas

spokesman-will continue to ad- ment, which set-led a CEass- 44

Arkansas to regulate METs
vise the brokerage in selected fi- act.on suit, American agreed to pay $27 million to about 300 flight
nancial areas and retain his post- attendants The stewardesses had sued the airline in 1972 charging

LITTLE ROCK, Ark -The state Insurance Department is now
tion as chairman of the Banque du that American L iolated the Civil Rights Act of 1964 by refusing to

studying how it will use its new powers to regulate self-funded mul-
Rhone et de la Tamise m Geneva, rehire them after they gave bir.h

tiple employer trusts and most self-insured health care plans in the
Switzerland In addition to the awa-d, American agreed to re-employ the flight

state that are administered by a third party or reinsured
A&A took over the Swiss bank attendants who could meet company requirements The attendants

The law is similar to one passed in California and Illinois last year
after it conducted an audit of How- also were given sentority and length-of-service credits they would

to help regulators identify and regulate self-funded METs, but the den last summer A&A alleges that Continued on page 36

Arkansas rule will also cover some self-insured employer health
former Howden officials used com-

plans (BI, June 21, July 19, 1982)
Continued on page 36

The law, which went into effect in March, also will force self-in-
sured plans operated by Arkansas employers to conform to state
statutes, which means that plans may not exclude coverage for
chiropractic, psychiatric or outpatient services

Lloyd's adopts divestment rules
By STACY SHAPIRO utive 0'ficer Ian Hay Davison, explaining that the

index
council did not want to damage this successful system

LONDON-Lloyd's of London brokers will be al- Mr Davison added that it was unlikely that a conflict
lowed to keep their members' agencies although they of interest would exist whereby a broker could force an
still must divest their underwriting managing agencies Continued on page 38

Benefit beat 4 Vol 17, No 24-Business Insur- by July 1987, according to rules approved by the Coun-
Classifieds 36 ance (ISSN 0007-6864) iS published cil of Lloyd's last week

Comings&goings: industry 16 weekly at 740 Rush St, Chicago Under the Lloyd's Act of 1982, the so-called Lloyd's Excess/surplus directory 
Datebook 26 Ill 60611 Second-class postage is self-regulation legislation, Lloyd's brokers must divest
Insurance services guide 38 paid at Chicago, Ill, and at addi- their underwriting agencies, which manage the affairs Busmess Insurance will publish its annual di- ,

Legal briefs 24 tional mailing offices Postmaster of the syndicates of Lloyd's members that underwrite rectory of ercess/surplus lines marketers and in-

Letters 8 Send address changes to Business risks at Lloyd's surers in its Aug 22 issue To be included in this 
London line 10 Insurance, circulation depart- The council had earlier recommended that Lloyd's directory, you must return a completed question-

Markets 14 ment, 740 Rush St, Chicago, Ill, brokers also sell their members' agencies, which man- naire by July 18

Opinions 8 60611, 312-649-5221 Copyright age the affairs of Lloyd's members However, the coun- All E/S brokers, managing general agents, un-

Perspectives 23 1983 by Crain Communications cil dropped that requirement when it approved many derwriting managers and E/S insurers that have 
Ticker 39 Inc of the recommendations by a Lloyd's working party not ) et received a questionnaire should contact

Washington 13 under the direction of A W Higgins Diane Kastiel at Business Insurance, 740 N Rush

"We discovered that the best members' agencies St, Chicago. Ill 60611, 312-649-5398
were run by Lloyd's brokers," said Lloyd's Cnief Exec-
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Public risk managers conference
Civil rights suits a menace
for municipalities: Attorney

By SALLIE J. DRURY

ST. PAUL, Minn.-Civil rights litigation has public officials
running scared.

And public risk managers are running behind them.
The horror stories some cities can tell about litigation they

have been involved in send chills up the spine of every munici-
pality. Some cases have involved:

• A police officer who arrested a young woman and then
raped her.

• A police officer who entered the home of a black couple
without a warrant and then beat them.

• A police officer who claimed to carry "killing gloves" to
mask the evidence of his brutality. His activities were common
knowledge in the department that employed him because no
other officers would ride in the patrol car with him.

"Owens vs. the City of Independence, Mo; placed absolute liabil-
ity (for civil rights violations), or liability against which there is no
defense, in the arms of city government," an attorney told partici-
pants at the Public Risk & Insurance Management Assn's. fourth

annual conference June 1-4 in St. Paul.

 In Owens vs. Independence, the court ruled
% that the city had violated the police chief's

civil rights through stigmatizing statements
made when the police chief was terminated.

', "It's not a question of having to pay, it's a
' question of getting the most expeditious treat-

ment of a case so you pay as little as possible,"
 he said.

The words of James Schirott, an attorney .#  with the Itasca, Ill., firm of Schirott & Elsner,
Mr. Schirott were of little comfort to the public risk man-

ager who is afraid the wildfire of civil rights
liability lawsuits against public officials will spread to his city.

The first case in which a city was held liable for the actions of
a police officer in a civil rights case came in 1961 in Monroe vs.
Pape. The Supreme Court ruled that Chicago was liable when
police officers broke into the home of a black family without a
warrant and then beat them, Mr. Schirott explained.

Since that time, civil rights litigation has increased more than
1000%, with most cases involving actions of police.

A city opens itself to civil rights litigation when it hires an
employee, trains an employee or fires an employee.

"It is not enough just to meet the state laws for the training
and conduct of public officials," warned Mr. Schirott. That alone
will not protect a city from civil rights liability.

While a police officer who shoots a fleeing felon is protected
from criminal prosecution for his actions, he is not protected
from civil liability.

"The person at the top will be held responsible as well," he
added. "Courts have placed the ultimate responsibility on those

Continued on page 29

Photos: Sallie J. Drury

Juxtaposed against the sleek high-rises in St.
Paul, Minn., is the Landmark Center where,

by evening, public risk managers dined and
danced during the Public Risk & Insurance
Management Assn.'s fourth annual
conference. By day, the risk managers added
to their knowledge of traditional means of
managing risks with seminars on futuristic
technology. St. Paul itself is a tribute to risk
management: The glass skywalks linking
many of the downtown buildings both the
old and the modern represent not only a
link between past and present, but a practical
way for pedestrians to get about safely in the
icy Minnesota winters.

401(k) salary reduction plans interest
majority of banks, large manufacturers

By JAMES M. BURCKE Hewitt, an employee benefits consulting firm based in Lin-
colnshire, Ill., polled its 1,300-member Compensation Ex-
change on a number of current "hot topics" in retirement
plans, including 401(k) salary reduction plans. Hewitt re-
ceived 307 corporate responses, 54 from banks and 253 from
manufacturers with at least $100 million in annual sales.

Besides discovering that few employers have actually re-
jected the concept of a
401(k) plan, Hewitt also
learned that salary re-
duction programs are
particularly popular
with large manufactur-

18%
ers.

For example, 27% of
15% the surveyed manufac-

turers with more than
37% $2.5 billion in annual

sales have already es-
15% tablished a 401(k) plan,

and another 26% of

these companies say
they will definitely
form one.

In contrast, only 12%
16 40 30 46 of the manufacturers

with sales ranging be-
tween $100 million and
$499.9 million have es-
tablished a plan, and

just 7% say they definitely will set one up sometime in the
future.

Furthermore, 21% of the smaller manufacturers say they
haven't even considered forming a 401(k) plan, while all of
the large manufacturing companies say they have given the
idea at least some consideration. Only 2% of these large com-
panies have totally rejected the concept, while 5% of the man-

Continued on page 18

Very few large employers have ruled out establishing a
401(k) salary reduction plan for their employees, according :o
a new study.

Eighteen percent of the manufacturing companies and
banks polled by Hewitt Associates have already set up a
401(k) plan for their
employees, while only
6% say they have defin- Employers' attitudes toward 401(k) plans
itely decided against
setting up such a plan.

Another 15% of these
Already adoptedcompanies say they

will definitely adopt a
Will adopt in future401(k) plan sometime

in the future, and 37%
Considering adoptionsay they are consid-

ering such a plan. Fif-
Decision on hold

teen percent say they
have put their decision

Will not adopt .....r.on hold, while 9% have                 -
never considered form-

ing a 401(k) plan. Not yet considered 9%

Under a 401(k) salary adoption

reduction plan, em- 6
ployees may defer to a
retirement savings plan Source: Hewill Associates survey of banks and manufacturers
a portion of their salary
that would normally be
paid in cash. If the plan qualifies with Internal Revenue Ser-
vice regulations, employees are not taxed on contributions
paid to the plan until the funds are withdrawn from the plan,
cutting the employees' taxable income during their working
years.

Some companies also will match employee contributions to
a 401(k) plan as an incentive for retirement savings. Again,
these contributions are not taxed until they are withdrawn.

Public risk managers tell
peers not to fear computers

By SALLIE J. DRURY

ST. PAUL, Minn.-What's the fastest way to change a roomful
of ordinary public risk managers into byte-heads? Turn them
loose on a dozen microcomputers and let them number-crunch to
their hearts' content.

Risk managers had their eyes peeled and fingers poised on
microcomputers at the Public Risk & Insurance Management
Assn.'s fourth annual meeting this month. For some, the hands-
on experience eliminated their fear of computers, which are
finding their way into more and more risk management depart-
ments.

"I'll tell you right now that you can buy a microcomputer on
your budget," said session moderator J. Craig Ellis, risk manager
for the city of Lakewood, Colo. "But it's up to you where you
hide it."

Despite shrinking state and municipal budgets, risk managers
seem to be "hiding" computer purchases just fine. Many of those
in attendance were at the session to understand the terminology
and functions of micros because they plan to purchase systems
soon; others were there to understand how to

utilize the systems they already have bought. 1I
Both Mr. Ellis and co-moderator Allen *1

Hyman, director of safety and risk manage- :
ment for the city of Corpus Christi, Texas, I,
cited the common fears that grip managers i.1,-EMI
when they face computers, no matter how i
"user-friendly" they are. ////*

Mr. Ellis manages Lakewood's risks with 
computer assistance which features a custom- I A
ized program for his micro. Mr. Hyman, on I I
the other hand, developed a risk management Mr. Ellis

program using a micro and off-the-shelf soft-
ware when he served as risk manager for the city of Evanston,
Ill. He now uses a microcomputer and off-the-shelf software in
Corpus Christi.

But although Mr. Ellis and Mr. Hyman are just two of many
risk managers already using microcomputers, some risk manag-
ers remain skeptical of the popularity of these gadgets. Will they
really be an important tool, as common as the pen and pencil, or
are they just a fad?

Many skeptics were convinced when Natalie Wasserman,
PRIMA's executive director, was presented with a microcom-
puter at the awards luncheon held during the conference.

"We usually give Natalie flowers, but we thought this would
last a little longer," Mr. Hyman quipped when he presented the
connputer.

Nevertheless, techniphobia persists.
"A lot of managers don't like computers because they have a

keyboard, and they think anything with a keyboard is for cleri-
cal people," Mr. Ellis said. "That's a lot of malarkey."

Continued on page 32

Buyers not shaken
by recent scandals,
Lloyd's chief says

By RHONDA L. RUNDLE

, LOS ANGELES-U.S. brokers and policyholders are
confident of the security behind a Lloyd's of London
policy, says the chairman of Lloyd's.

Sir Peter Green recently toured key U.S. cities to as-
sess the psychological damage that a series of recent
scandals at Lloyd's has inflicted on the venerable mar-
ket.

Sir Peter talked with insurance company executives
in Hartford, Conn., and with big brokers and their cli-
ents in New York and San Francisco. He also addressed

the annual meeting of the American Assn. of Managing
General Agents May 23 on the Hawaiian island of
Maui.

But, one of the principal reasons
for coming to the United States this
time was to see whether corporate
presidents, treasurers or risk manag-
ers might be concerned about insur- =
ing with Lloyd's in view of recently /
adverse publicity, Sir Peter ack- -
nowledges. U.S. risks represent
about 50% of Lloyd's business.

During the past 18 months, several
underwriting syndicates at Lloyd's Sir Peter

have uncovered evidence that key
underwriting and brokerage officials may have pro-
fited from the reinsurance arrangements of the syndi-
cates (BI, Dec. 13, 1982).

Despite the seriousness of these allegations, the U.S.
insurance community remains confident of the security
behind Lloyd's policies, Sir Peter stresses.

"No one anywhere was the slightest bit worried," he
emphasized during an interview in Los Angeles late
last month before returning to the United Kingdom.

Continued on page 35
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Aluminum firms offer early reti rement option
The nation's three largest alumi-

num companies are offering cer-
tain members of the United Steel-
workers of America and Alumi-

num, Brick & Glass Workers an
"early-out" retirement option.

Aluminum Co. of America in

Pittsburgh, Kaiser Aluminum &
Chemical Corp. in Oakland, Calif.,
and Reynolds Metals Co. in Rich-
mond, Va., reached similar agree-
ments with both unions on the op-
tion.

For the next two months, work-
ers age 60 or older with 30 or more
years of service will be eligible for
special early retirement incentives.
In addition to their normal retire-

ment benefits, the workers will re-
ceive $400 per month for a mini-
mum of 12 months to a maximum

of 21 months. The duration of the

special payments depends on the

benefit beat

worker's age at time of ratirement.
A total of nearly 700 workers at

all three companies are eligible for
the early retirement program.

At Kaiser, retirement benefits
are based on seven job classifica-
tions. Retirees receive an amount

equal to their hourly pay each
month, which ranges from $18.25
per hour to $22.85 per hour, multi-
plied by their years of service with
the company.

A Steelworkers union official
said the Alcoa and Reynolds retire-
ment plans resemble Kaiser's.

HMO option
The Chicago-based American

Hospital Assn. is offering its em-
ployees a modified health mainte-
nance organization option that
allows workers to use their family
doctor for primary care.

This new program, called
CHOICE, gives the AHA more con-
trol over the delivery and costs of
hospitalization and referral care,
like a typical HMO, but it allows
employees to stay with their per-
sonal doctor, like traditional insur-
ance plans.

The CHOICE program was de-
veloped last year by Aetna Health-
care Programs Inc., a unit of Aetna
Life & Casualty Co.

The AHA, which has 800 em-
ployees, was facing a huge pre-

Now we have a name

no one can copy.

-U

The American Risk Management Group has become
The Reiss Organization.

mium increase for its traditiorial

health plan underwritten by Blue
Cross of Illinois when it dec.ded to

include CHOICE is the pjans it
offers, said Dolores Bennett. bene-
fits specialist with the association.

"We offered up to Feb. 1 of this
year Blue Cross' very best cover-
age, but because of rate increases,
we couldn't continue unless we

passed on an additional cost of $100
(a month) to employees," she said,
adding that the other option was to
reduce benefits.

The AHA decided to alter the

Blue Cross plan, eliminating first-
dollar hospitalization coverage,
though it now offers what was for-
merly optional major medical cov-
erage to all employees Emfloyees
currently do not have to contribute
toward Blue Cross premiums.

Under the CHOICE option.

1

Other than that, nothing has changed. The 300 people who manage more than
100 companies with billions in assets are still the same people. The worldwide
organization that designs and implements plans tailored to a vast range of needs is still
the same. So is their knowledge and independence.

The Reiss Organization developed and refined the concept of captives as we
know it today. In addition, they are continually expanding its application. For exam-
pie, The Reiss Organization created such innovative facilities as Hopewell, United,
Universal and The R-Pool to protect its clients book value and earnings per share.

No matter the size of your organization or its structure, The Reiss Organization
can design and manage your captive with innovation and leadership no one can copy.

For more information, contact The Reiss Organization through American Risk
Management, Inc., One Executive Drive, Fort Lee, New Jersey 07024 (201)592-7100.

The Reiss Organization
Leading world manager of captives

American Risk Management, Inc., Fort Lee, New jersey and 14 other U.5. locations; International Risk Management, Limited, Hamilton, Bermuda; Euro-
pean Risk Management, Ud., Weybridge, U.K.; Transnational Risk Management, Limited, George Town, Grand Cayman, B.W.I.; Universal Management
Ltd., Shannon, Ireland; Transnational Risk Management (Guernsey) Ltd., St. Peter Port, Guernsey; Transnational Risk Management (lsle of Man) Ltd.,
Douglas, Isle of Man.

which went into effect Feb. 1, em-
ployees receive a rebate from the
AHA because the premiums for the
program are less than what the
AHA had budgeted for workers'
health care. Employees opting for
individual CHOICE coverage will
receive about $5 a month, while
those selecting famlily coverage
will receive about $1 a month.

Some 50 employees joined the
CHOICE plan, Ms. Bennett said,
noting that 56% of the association's
employees are in this plan or one of
the five other HMO options offered
by the association.

Employees opting for three of the
HMO plans must contribute toward
premiums while the others offer
rebates, like the CHOICE plan.

The CHOICE program allows
participants to use their own physi-
cian for non-emergency care. This
primary care physician does not
have to be affiliated with the

CHOICE program, although many
have joined.

Personal care includes coverage
for minor non-occupational ill-
nesses and injuries and preventive
services like immunizations and

certain physical exams.
The program pays the first $100

of charges by a family doctor ($200
for family coverage) and then 80%
of additional charges until employ-
ees pay $500 out of pocket. Then,
full coverage resumes.

The traditional health plan writ-
ten for the AHA by Blue Cross re-
quires a $100 deductible for indi-
viduals and a $300 deductible for
families. The plan then pays 80% of
all costs until an out-of-pocket cost
cap of $1,000 for individuals and
$2,000 for families is reached.

In the CHOICE program, em-
ployees that require services that
can't be provided by personal phy-
sicians are treated by contracted
physicians or at one of the three
suburban Chicago hospitals.

The program pays the full cost
without a deductible of all non-pri-
mary care, except for required co-
payments on outpatient prescrip-
tion drugs, certain care for mental
and nervous illnesses and convales-
cent care.

The CHOICE program is offered
only in the Chicago area, but Aetna
plans to expand the program to
California and Washington D.C.,
said David N. Young, vp, in Aetna's
employee benefits division.

Excess plans
So-called ERISA excess pension

plans are becoming more popular
at large companies, according to a
new survey by consultant Towers,
Perrin, Forster & Crosby.

Seventy-one of the 76 large conn-
panies surveyed recently by
TPF&C said they offered ERISA
excess plans, compared with 64 that
offered such a plan last year.

ERISA excess plans seek to re-
store pension benefits not payable
because of eeilings imposed by the
Employee Retirement Income Se-
curity Act. These ceilings, which
were lowered by Congress last year
(BI, Dec. 13, 1982), make it impossi-
ble for high-paid executives to re-
ceive the full pension benefits they
are entitled to under pension plan
formulas.

Seventy of the 71 firms offering
excess plans said they use the plan
to augment defined benefit plans.
Ten of these employers said they
also use their excess plans to aug-
ment defined contribution plans,
while the remaining firm, which
does not offer a defined benefit

plan, uses its excess plan solely to
supplement a defined contribution
plan.

.

Made any benefit changes? Write
Claudette Dampier, Business Insur-
ante, 740 N. Rush St., Chicago, Ill.
60611; 312-649-5282.
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like Wausau unsun
If yours is a self-insured company, or if you have
a captive insurance company, there are still plenty
of ways you need help to maintain exce#ence in
your risk management programs.

Wausau has all the

services you need. And we -
sell them to companies », ,
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like yours, regularly We're -4 -..  -
not just learning how to
do it. It's part of what
we've been doing for
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From ioss con rot consultation and claim

' handling to fire-control laboratory testing - and
literally a score of services in between -
Wausau's experience and resources are available
to you. And all this help is as close as your near-
est Wausau Insurance office. So you have the con-

venience of dealing
with a single company.
For any service.

Look us up. Call us
up. If you need to "pick
and choose," you can't
pick a better source.
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States considering unisex legislation

Photo· Sheila O'Donnell

A volunteer in Chicago hands out fliers supporting unisex rating.

40'

til

g f.
0 41
Z

OK

Continued from page 1
But experts say more bills could

be enacted next year, especially if
employers fail to take a more active
role in the legislative battles.

"If you don't stop them (unisex
bills) fast, all of a sudden they could
be enacted in a lot of states," says
George Bernstein, a Washington
attorney who represents the
American Insurance Assn.

In fact, whether sex should be
considered in insurance ratemak-

ing is not a new issue at the state
level. At least four states-Hawaii,
Massachusetts, Michigan and North
Carolina-already prohibit insur-
ers from basing auto insurance
rates on the sex of the policyholder.

What is new is that the current

state bills move beyond a personal
insurance line and could affect em-
ployer-provided benefit plans.

THE BACKERS...helping to keep
The Golden Years golden

For example, employers no
longer could offer defined contri-
bution plans that provide different
levels of benefits to men and

women through annuities that typ-
ically pay women smaller amounts
per month on the assumpti)n that
they will live longer.

In addition, employers with de-
fined benefit plans would have to
amend any differences in joint and
survivor benefit provisions, possi-
bly increasing pension benefits to
male retirees who choose the op-
tion.

Despite the impact on employer
benefit programs, businesses-at
least until now-have for the most

part stayed out of the state legisla-
tive battles.

Until now, employers and insur-
ers often have been paying closer
attention to federal unisex legisla-

For more than twenty years, The Backers at Interstate have been providing protection
for Retirement Homes, including liability, malpractice, property-all of the coverages
that fall under an SMP. Every retirement home needs protection, because even the best
administrators cannot foresee the unpredictable: accidents, misinterpreted instructions,
equipment malfunctions, or staff errors, any of which can lead to trouble.

If retirement homes with nursing facilities are included in your book of business-
or might be-call your nearest Interstate office and talk it over. Our background and
experience assure you of quick answers and quotations. And, should the need arise,
fast action on claims. Depend on Interstate. We'll back you...all the way.

BE interstate National Corporation
Chicago Insurance Company • Interstate Fire & Casualty Company • Interstate Indemnity Company

55 EAST MONROE STREET, CHICAGO, ILLINOIS 60603 • PHONE: 312/346-6400

Interstate National Corporation is one of the Fireman's Fund Insurance Companies.

tion, H.R. 100, proposed by Rep.
John Dingell, D-Mich., and S. 372,
introduced by Sen. Robert Pack-
wood, R-Ore., than to bills intro-
duced in their own state legisla-
tures (BI, May 16).

Insurers and employer trade as-
sociations, like the U.S. Chamber of
Commerce, are opposed to the fed-
eral legislation and they say adop-
tion of state unisex bills also could

cause severe problems.
For example, employers with

multistate operations would be con-
fronted with conflicting state rules
on whether they could use sex as a
factor in setting benefit levels in
their pension programs.

"There would be a horrendous

administrative nightmare," said
Mr. Bernstein.

But after the passage of unisex
legislation in Montana this year-
the first state to enact a law that

eliminates sex as a rating factor for
all lines of insurance and employee
benefits-employers and insurers
may no longer take state unisex
bills lightly.

"Montana may prove to be a
blessing if it increases awareness,"
said Tom O'Day, government rela-
tions officer at the Alliance of

American Insurers, an industry
trade group.

The Montana measure, pro-
posed by Rep. Jan Brown, D-Hel-
ena, was backed by House Demo-
crats. "There was a political aspect
to it.. .The Democrats said, 'We are
going to prove that we care more
about women than the Republicans
do,"' said Jack Ramirez, the House
Republican minority whip.

In addition, insurers were slow to

supply facts to legislators on the
impact of the bill and rebut misin-
formation about the bill, said Mr.
Ramirez.

"Insurers underestimated the

force behind the bill," he said,
After the measure passed the

House, the Senate did tack on
amendments, originally suggested
by Rep. Ramirez, to make the bill
less costly to employers.

The most significant change was
striking a retroactive provision that
would have required adjustments
to existing insurance premiums and
benefits whenever there was a dif-
ference between what a man and a

woman would pay or receive.
Instead, the new law will man-

date unisex benefits for retirement

and other benefit plans that are es-
tablished after Oct. 1, 1985. It also
requires that men and women pay
the same amount for insurance pol-
icies after this date.

Some insurance industry sources
say they hope to convince Montana
legislators to repeal the law before
it goes in effect in 1985.

Nebraska's unisex law is much

more limited. It affects only about
16,000 people enrolled in state and
county pension programs.

The measure does not apply to
university professors who are cov-
ered by a separate pension pro-
gram.

The state employees affected are
covered by a defined contribution
plan that offers the employee a
choice of purchasing an annuity
from Bankers Life Insurance Co. of
Nebraska with the accumulated
benefit.

Currently, if a man and a woman
retire with the same accumulated

benefit, the woman's annuity-
purchased with the accumulated
benefit-is about 10% smaller than
the man's, since a woman is more
likely to live longer and thus would
likely receive a larger total amount
if paid the same monthly benefit as
a man.

Under the new law, no sex dis-
tinctions can be made in annuity
benefits for male and female gov-
ernment workers that retire after
Dec. 31. a
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WHATTHEYSTANOFOR.AND WHAT STANOS BEHINOTHEM.
The MetRe Facultative underwriting team
represents a tremendous pool of experience in
both casualty and property reinsurance. And
standing behind them is a vast store of
insurance industry know-how.

These underwriters were carefully chosen
because of their expertise and proven ability to
make sound judgments and quick decisions.

In support of this staff is an uhusually com-
petent group whose efforts have made a
genuine contribution to the quality of service
we have been able to offer.

MetRe is a subsidiary of Metropolitan Life
Insurance Company It has. in addition to dedj-
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cated people, the strength and stability so
essential in this rapidly expanding area of
insurance.

A going concern with a record of achieve-
ment, MetRe Facultative stands ready to
provide you with the kind of service and skill
that has already accounted for substantial and
solid growth in the reinsurance field.

Metrogolitan
Insurance ICompanies

METROPOLITAN REAUY STANDS BY YOU.
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METROPOLITAN REINSURANCE COMPANY Nicholas Licato, Asst. Sec., Casualty; and Vice President, George Spelios.
The MetRe Facultative team: (1-r) Herbert John, Asst. MR, Chicago; Catherine Cm gliaro, Asst. Sec., Property;

Metropolitan ReinsuranceCo., 125 Maiden Lane, Suite 1200, N.Y., N.Y. 10038(212) 785-8450, Telex 640862 / 100 S. WackerDr., Chicago, Ill. 60606,312) 263-0131, Telex 270301
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A public entity code of conduct
Towns, cities, counties and states are under increas-ing legal attack for violations of civil rights laws
and may find themselves the subject of antitrust ac-
tions, too.

These were two chief concerns on the minds of risk

managers for public entities who gathered late last
month at the fourth annual meeting of the Public Risk
& Insurance Management Assn. held in St. Paul (see
stories beginning on page 3).

We can appreciate that government entities are be-
ginning to feel a bit battered by these lawsuits, but we
aren't going to quarrel with the premise that govern-
ments ought to be held liable when their actions injure
the public.

We think the best advice for dealing with this in-
creasing threat of litigation is: Be sure governments
conduct themselves so as not to harm the public-indi-
viduals or businesses.

Sure, governments and their insurers preferred the
former protection of sovereign immunity statutes that
restricted lawsuits against public entities. But, losing
that protection is not all bad-for public entities, their
risk managers, or for the public at large.

The risk of having to pay damages to injured persons
does put fear of the consequences into the mindsof
public officials and employees as they carry out their
daily jobs.

letters

Risk managers can use these increasing exposures to
justify tougher policies that help keep public officials
and employees on the straight and narrow.

And, in the end, the rights of the public are better
protected.

Setting a standard
TTYhe new Pooling Section of PRIMA organized for
1 risk managers involved in self-insurance pools for

governments should pursue development of standards
for the management of government risk pools.

And, the standards should be prepared with full
awareness that they could be turned into regulations by
state insurance departments.

Fear that standards could be turned into regulations
has been raised as a reason not to even develop the
guidelines. We hope that fear doesn't prevail.

There is clearly a need for standards for the manage-
ment of government pools. And some state insurance
regulators have expressed an interest in regulating
these pools.

The Pooling Section of PRIMA should respond to
these needs and interests with a set of standards that

they believe could be applied fairly to all pools.
It's called taking the initiative.

BIUA membership stands up to be counted
To the editor: Your editorial "Time to

open the books" (BI, May 2) was discussed
at the recent monthly meeting of the Ber-
muda Independent Underwriters Assn.

Our members agree with you that each
Bermuda-based insurer and/or reinsurer

should be judged by its own individual fi-
nancial statements. This is, in fact, the

best way to analyze the security of any
company in any territory. Our association
consists of only 31 companies out of the
thousand or more which operate out of
Bermuda. I enclose a list of our members

to assist your readers (see below).
Our membership is small because our

constitution provides that only companies
with full-time underwriting personnel
based in Bermuda be admitted. This ex-

cludes all companies under management
and, generally, companies transacting
only parent-related business.

In the normal course of their business,
our members circulate their audited fi-

nancial statements to those individuals

and corporations with whom they wish to
do business. There is no need for our asso-

ciation to act as a clearinghouse since an-
nual financial statements, in general, are

readily available from each company.
The question of consistent accounting is

more difficult since some companies in
Bermuda report on a U.S. statutory or
generally accepted accounting practices
basis, while others report according to Ca-
nadian GAAP (the Bermuda Institute of
Chartered Accountants is affiliated with

the Canadian Institute). Still other com-
panies, particularly those with a heavy
marine portfolio, prefer to report on a
Lloyd's basis. All companies, however,
have to file Bermuda statutory returns
and we are presently awaiting publication
by the Bermuda Ministry of Finance of
the first annual statistical summary of
these returns. This, we hope, will guide us
as to any further disclosure that may be
appropriate.

P.J. Jones

Chairman

Bermuda Independent
Underwriters Assn.

• Members of the Bermuda Independent
Underwriters Assn. are: Ancon Insurance

Co. S.A., Anderson Hill Insurance Ltd.;
Aneco Reinsurance Co. Ltd.; Argus Insur-
ante Co. Ltd., Arion Insurance Co. Ltd.,

Bayside Management Co. Ltd.; Belvedere
Insurance Co. Ltd., Bermuda Fire & Ma-
rine Insurance Co. Ltd.; Bluewater Insur-
ance Ltd.; Cambridge Reinsurance Ltd.;
Continental Reinsurance Co,p. (Bermuda)
Ltd.; Fainuat/ (Bermuda) Ltd., Fording-
bridge International Underwriters Ltd.;
Frank B. Hall Underwriting Managers
Ltd.; General International Ltd., General
Re Services Ltd.; Heddington Insurance
Ltd., Horizon Insurance Co. Ltd.; Hudson
Reinsurance Co. Ltd.; INA International
Insurance Co. Ltd.; Insco Ltd., Ivanhoe
International Ltd.; Mentor Insurance
Ltd., National Underwriters (Reinsurance)
Ltd.; Prescot Underwriting (BDA) Ltd.;
Ramus Insurance Ltd., Trenwick Ltd.,
Universal Marine Insurance Co. Ltd.; Vic-
tory Reinsurance International Ltd.; Wai-
ton Insurance Ltd.; and Zurich Interna-
tional Ltd.

Business Insurance welcomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the right to edit let-
ters for clarity or space. Send your com-
ments to Letters to the Editor, Business In-
surance, 740 N. Rush St., Chicago, m. 60611.

. business
msurance
Reporting weekly for corporate risk,

employee benefit and financial executives

Publisher Alfred Malecki (New York)

Editor Kathryn J. Mcintyre, A. R U (Chicago)

Managing Editor: Lorrie Gawla (Chicago)

Assistant Managing Editor: James M. Burcke (Chicago)

Senior Editor: Len Strazewski (Chicago)

CHICAGO: Carol Cain (Associate Editor)
Stephen Tarnoff (Associate Editor)
Sallie J. Drury (Staff Reporter)
Donna L. Yanish (Agent/Broker Topics

Associate Editor)

Claudette Dampier (Assistant Copy Editor)
Merrill S. Saltzman (Graphics Editor)

Amy Palmer (Production AssistanO

Jim Bakasetas (Production AssistanO

Dorothy Parr Riesen (Proofreader)
Diane Kastiel (Editoria/Assistant)

LONDON: Stacy Shapiro (Associate Editor)

LOS ANGELES: Rhonda L. Rundle (Bureau ChieO

Steve Taravella (Staff Reporter)

NEW YORK: Bill Densmore (Bureau ChieO

Douglas McLeod (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Editor)

Corporate: Todd E. Fandell(Corporate Editor)

Joe Faraci (Corporate Art Director)

Advertising Director: Donald A. Walsh (New York)

Midwest Sales Manager: Robert L. Niesse (Chicago)

CHICAGO: Deborah D. Neale (District Manager)

Beverly J. Kluxdal (District Manager)
Fran Prybylo (Production Manager)

LOS ANGELES: Sue Eisenberg (District Manager)

NEW YORK: Charles A. Horvath (District Manager)

Jack Forrest (District Manager)
Timothy O'Hara (District Manager)

Marianne J. Dueweke (Financia/ Advertising
Manager)

Director of Communications: Ronnie I Drachman

(New York)

EDITORIAL: Chicago: 312-649-5398
London: 01-831-9681

Los Angeles: 213-651-3710
New York: 212-210-0100

Washington: 202-638-5300

ADVERTISING: New York: 212-210-0133

Chicago: 312-649-5276

Los Angeles: 213-651-3710

COMMUNICATIONS: New York: 212-210-0132

CIRCULATION: Chicago: 312-649-5221

Published by Crain Communications Inc., Chicago
G.D. CRAIN JR.

Founder (1885-1973)

MRS. G.D. CRAIN

Chairman

KEITH E. CRAIN

Vice-chairman

S.R. BERNSTEIN

Chairman/executive committee

RANCE CRAIN

President

MARY KAY CRAIN

Treasurer

MERRILEE P. CRAIN

Secretary

JAMES M. FRANKUN

Vp/finance

Published weekly at 740 Rush St., Chicago. 111. 60611. Offices: 220 East 42nd
St., New York, N.Y. 10017; .Suite 515, National Press Building, Washington,

D.C. 20045; 6404 Wilshire Blvd., Los Angeles. Calif. 90048: 20-22 Bedford

Row, London WC1R 4EB, England. $1 a copy. $40 a year in U.S. Canada

and all other foreign add $14 for surface mail. Europe and Middle East only

add $35 for air delivery. First-class mail to U. S. and Canada only, add $50.

Bermuda only, $85 per year expedited delivery. WILLIAM STRONG,

vp-circulation. DIANNE WALSH, circulation manager. ROGER

DiGREGORIO, fu/f#/mentdirector. Four weeks' notice required for change of

address. Send subscription correspondence to Circulation Dept., Business

Insurance, 740 Rush St., Chicago, 111. 60611 or phone 312-649-5221. Telex
25-4248; Cable CRAINCOM. Microfilm copies are available from University

Microfilms, 300 Zeeb Rd., Ann Arbor. Mich. 48013. Microfiche copies

available: Bell & Howell, Micro Photo Division, Old Mansfield Rd., Wooster,

Ohio 44691. Portions of the editorial content of this issue are available for

reprint or reproduction in other media. For information and rates to

reproduce in general circulation media, contact: Art Mertz, The Crain

Syndicate, 740 Rush St., Chicago, 111. 60611, 312-649-5303. For reprints or

reprint permission contact: Reprint Dept., Business Insurance, 220 E. 42nd
St., New York, N.Y. 10017,212-210-0229.

m=N Member of Business

Publications Audit of Circulation *ABP



BECAUSE HEALTH CARE NEEDS
COME IN ALL SHAPES AND SIZES,
SO DO OUR BENEFIT PACKAGES.

When it comes to choosing employee health care coverage,every company has
its own set of needs. To meet these needs, while satisfying cash flow objectives, we
developed a bold new approach called the Blue Cross and Blue Shield Metamatrix System.

With greater flexibility in the size and shape of health care packages, the
Metamatrix System allows you the freedom to have the most effective, cost-efficient
program. For example, with options in covered services, deductibles, and copayment
amounts, you can shape major medical benefits to your specifications. In addition,
you're allowed flexible approaches to "stop-loss" and "out-of-pocket-limit" features.

Yet product flexibility is only one dimension of the Metamatrix System. With
flexible financing, improved service, uniform delivery and strengthened cost containment
programs, this highly adaptable system can accommodate any company's needs Exactly

The Blue Cross and Blue Shield Metamatrix System. Find out how you fit in.
Contact your local Blue Cross and Blue Shield Plan for more information on America's
leader in health care protection. AMERICA'S#1 GET WELL CARD.
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European rain damage largely uncovered
By STACY SHAPIRO

LONDON-The rain in Spain
and the rest of Europe is costing
millions of dollars in ruined crops
and canceled events with little in-

surance to cover the loss, sources in
London say.

In France, the government is set-
ting up an "insurance scheme" to
help compensate the grape growers
in some of the finest wine growing
valleys in the world, which are
now flooded, though details of the
program have not yet been ironed
out

Vineyards are expected to lose
millions of dollars because this

year's vintage is not expected to be
up to par due to the heavy rains.

There may also be some kind of
compensation programs through
commercial insurance companies

41.:**

london line

in other parts of Europe, like Spain,
for damaged crops, sources in Lon-
don say. Pools of insurance com-
panies sometimes help farmers in
nations where heavy rain is un-
likely and thus usually not covered,
said Robin Harris, business insur-
ance manager for the National
Farmers Mutual Insurance Society
in London.

However, there is no flood or

weather damage insurance for
crops in Britain, where rain fell
each day for more than a month
this spring, Mr. Harris said.

"We do not have crop insur-
ance," he explained. "Nobody in
their right mind would insure crop
damage except for damage from

f 4

hail" because of the great amount
of rain that usually falls in Britain.

But London underwriters that

write pluvious insurance for gar-
den parties, sporting contests and
other outdoor events say their busi-
ness is booming.

Pluvious insurance will pay for
the expenses and the estimated
proceeds of an event that is can-
celed because of rain. And the unu-

sually wet spring has washed out
many cricket matches and garden
parties, triggering an increase in
claims, said Peter Chase, pluvious
underwriter for Eagle Star Insur-
ance Co. Ltd.

"But if claims are the cloud, then
the public interest that comes from

the bad weather is the silver lin-

ing," he said.
"There has been a substantial in-

crease in the income from pluvious
insurance because of the wet spring
so far," he said. "People are wor-
ried about the pluvious insurance
for the future because they have
seen things washed out.

"Nature itself is the best adver-

Using we have," he said.
However, Britain's major sport-

ing events, like thoroughbred rae-
ing at Ascot and the Wimbledon
tennis championship, are usually
not insured against rain.

"Wimbledon is virtually never
insured," said Mr. Chase. "The only
ones who lose are the people with
the tickets because if it rains and

there are no matches that day, you
are out of luck unless it is the final"

match, which is rescheduled

We tell it like it im.
You'll see the best, and the worst, of your

business operation-on the spot, on tape, with
' real-life accuracy.

Argonaut loss controlexperts are now using
video to help our policyholders examine the way
they work, and identify how to make operations
safer. Video is just one tool we offer in employee
training and safety engineering. For clear,
accurate demonstrations, we've found it's the next
best thing to learning by doing.

Video has been invaluable in making
workplaces safer and losses fewer, both of which

can go a long way toward making premiums
lower. Sound good? A call to your agent or
broker can get you started.

Let Argonaut tell it like it is. It's the first step
toward making it the way you want it.

Argonaut 
Where people \.0/
take your business seriously.

Chicago Division • 200 South Wacker Drive, Suite 2600 Chicago, IL 60606 (312) 993-9600

Warranty policies
Lloyd's of London has set up a

special fund to settle outstanding
claims from extended warranty in-
surance policies administered by
Multi-Guarantee Co. Ltd., which
went into liquidation last month.

Lloyd's is investigating allega-
tions that some of the warranty
policies marketed by Multi-Guar-
antee were illegally altered (BI,
March 21). Underwriters earlier
said that if the policies were al-
tered, they would refuse to pay
claims but Lloyd's says that nego-
tiations are being held between un-
derwriters and polieyholders over
claims settlements from the special
fund.

The policies insured extended
warranties offered by retailers and
manufacturers on consumer appli-
ances. Policyholders included
Hoover PLC, the electrical appli-
ance maker, and Telefusion P.L.C.,
a British discount retail chain.

Multi-Guarantee has denied it al-

tered the policies.

Brokers closed

A large London bank, Midland
Bank Ltd., is ceasing its Lloyd's of
London brokerage operations be-
cause it disagrees with new Lloyd's
rules on brokerage trust funds for
American accounts.

Under the new rules, Lloyd's
brokers must guarantee U.S. pre-
miums they hold with their parent
companies' assets. However, Mid-
land refuses to use bank assets to

guarantee its brokerage business.
"We were asked to guarantee our
bank subsidiary, which as policy
the bank does not do," a bank
spokesman said.

The bank will transfer the bulk

of the business handled by the two
Lloyd's brokers, Midland Bank
Group Insurance Brokers Ltd. and
Midland Bank Insurance Brokers

Ltd., to its non-Lloyd's brokerage,
Midland Bank Insurance Services

Ltd. That broker will have go
through another Lloyd's broker to
place risks at Lloyd's.

Satellite claim

The Indian government is asking
underwriters to pay $64.9 million,
plus expenses, for the total loss of
its INSAT satellite.

According to one of the insurers,
a total loss claim for the malfunc-

tioning satellite was made in April
after underwriters tried to find out

what happened to the satellite.
INSAT failed to achieve its

proper geostationary orbit and
failed to deploy a solar sail shortly
after it was launched in April 1982.
To correct the problem, much of
the fuel that was to have powered
the satellite for seven years had to
be used.

The state-owned New Indian In-
surance Co. insured the satellite,

but ceded portions of the risk to
British and U.S. insurance com-

panies and reinsurers, including
the Illinois Insurance Exchange
(BI, July 19, 1982). .

Illinois considers

asbestos claim bill
SPRINGFIELD, Ill.-A bill that

would impose a 25-year statute of
limitations on workers compensa-
tion claims arising from exposure
to asbestos was approved by the
state Senate last month.

S.B. 1070, sponsored by Sen.
George Sangmeister, D-Joliet,
would bar benefits for employees
who do not file for asbestos-related

diseases within 25 years after expo-
sure. The bill, sent to a House
panel, applies to workers exposed
to asbestos since 1958. m
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America's Insurance PO_ic¥
Americans can play a real part in insuring the future of America-

by buying U.S. Savings Bonds.
And as this year's Savings Bond Campaign gets under way, business

leaders from all over the nation will be playing their parts, too-by
conducting Payroll Savings drives in their respective companies.

We at AIG have been asked to head the drive in the insurance

industry.
And we're proud to be part of this important national campaign.
Few other peacetime efforts so vividly illustrate the mutual depen-

dence of citizen and nation-

And so effectively enable each citizen to work for the well-being
of both.

By buying U.S. Savings Bonds, the individual saver is contributing
to America's continued economic security. And, of course, to his own.

What's more, he's getting the additional reward of a better bond.
As of November of 1982, an act of Congress went into effect and

changed the interest rate structure of the bond from a fixed to a varia-
ble one.

Now U.S. Savings Bonds pay market-based rates. And along with
the guaranteed minimum yield, there's now no limit on how much
interest a bond can earn.

So, with its new variable interest rate making the bond a better per-
sonal investment than ever-

And its continued overall importance to the nation as a whole-
Surely we can recruit from among the ranks of our employees the

30,000 new Payroll Savers that have been set as our industry's goal.
And add their number to the 23 million American households al-

ready protecting America's future and their own with this form of
insurance.

American International Group
Maurice R. Greenberg, President and Chief Executive Officer

AMERICAN INTERNATIONAL GROUP EXECUTIVE OFFICES: 70 PINE STREET. NEW YORK, NEW YORK 10270



Ifthe most you expect from your insurance
company is insurance, you expect too little.

Ifyou're charged with the responsibility of At the same time, as you manage risk, our
managing risk for a large corporation, you're aware of computers monitor it. Accurately Completely. Flexi-
the many considerations involved. Which is why you bl¥ You decide how much information you want. Or
should consider The Travelers. how little. And how often. We then turn raw data into

We won't promise you the moon and the stars. a useful management tool. The results are available on
But ifthe most you expect from The Travelers is in- computer tape, microfiche or in printed f6rm. We can

even arrange on-line access.
And when it comes to

•r f,.,-'1495,1,{r claims, we're where you need us,
1

when you need us. A nationwide
network ofover 200 offices assures

-g- quick, objective handling. Close
two-way communication assures
flexible handling.

.*4 2 The quality ofthese services
"', 0 i;1, ' 'f5 4:'* An f 1, S has made The Travelers a leading

: :

source oftraditional insurance. But

for an increasing number ofrisk
1:

- I

1 *t# * - 31 ti. 1

pr' managers, traditional insurance is1, ",1 4,, , '14
47 H

E not the answer. Ifyou're consider-
r, LU ing an alternative, we're still the
.' --24"©t'Ili'l,t{I_-i,FS *fk-:4 ,,i i *,#..., . f company toconsider. In fact, we

i specialize in designing innovative
cash management strategies.S

The Travelers offers cash

: flow plans that run the gamut from
complex captive approaches to

·24

k.,
i deferred premium arrangements.

Along with the ability to imple-
ment them. And the expertise to

.AR ' administer them.
, 44.

This can include anything
4 

from f6recasting loss costs, to
developing an investment port-

r. ''

folio, to weighing tax implications.
And, of course, our superior
support services are available.
Bundled or unbundled in any

surance, expect to be surprised. Because whether your combination you desire.
needs dictate a sophisticated self-insurance program, Now that you know what to expect from us,
simple risk transter, or something in between, we'll we expect something from you. A phone call. Why
surpass your expectations. wait? Whether your needs are traditional or transi-

Consider our superior services. In every area of tional, you can depend on The Travelers.
risk, we offer experts who can help lessen your liabil- For a series of brochures, "Risk Management,
ity: Loss Control, for example. Over 500 safety engi- A Financial Model," contact: Thomas C. Tucker,
neers, including professionals fully trained in such (203) 277-5500, The Travelers, One Tower Square,
specialty disciplines as environmental and industrial Hartford, Connecticut 06115. Or send us the
hygiene testing, can help you identify, analyze, and coupon below.
eliminate safety hazards.
----------------------------------7
TO: Please send your series ofbrochures, 1
The Travelers "Risk Management, A Financial Model," to:
One Tower Square  TheTravelersjNAME

Hartford, CT 06115
COMPANY PHONE 1

The Travelers Indemnity Company

Att: ADDRESS
1 and its Affiliates

1 Hartford, Connecticut 06115
Thomas C. Tucker CITY STATE ZIP

816/13 1



Pension plan formation
proceeds.at record pace

By JERRY GEISEL washington
WASHINGTON-Despite a slug-

gish economy, employers set up a
record number of pension plans
last year.

Some 70,200 defined benefit and
contribution plans were established
in 1982, up 16.8% from the previous
year's record of 60,095, according to
Internal Revenue Service figures.

Of the 70,200 net plans creat'ed
last year (new plans minus termi-
nations of existing plans), 23,146
were defined benefit plans and
47,054 were defined contribution
arrangements.

"Retirement plans are growing
faster than the economy," noted
Sophie Korezyk, an economist and
research associate at the Employee
Benefit Research Institute, a Wash-
ington-based benefits think tank.

The sharp increase in the
number of new retirement plans
formed compares with a 1.8% de-
crease in the Gross National Prod-
uct during 1982.

Meanwhile, in another retire-
ment income development, EBRI
estimates that between January
1982 and April 1983, some $54.3
billion was contributed to Individ-
ual Retirement Accounts and

Keogh plans.
That is more than twice as much

as the $25.7 billion that was contri-
buted to IRAs and Keoghs between
January 1975 and January 1982.

The major reason for that in-
crease was the enactment of the
1981 Economic Recovery Tax Act,
which made more than 40 million
Americans eligible to open IRAs
for the first time.

Prior to the law's enactment,
only the self-employed or employ-
ees not covered by group pension
plans were allowed to form IRAs.

Alliance dues

The Product Liability Alliance, a
Washington-based group of more
than 230 employers and trade asso-
ciations that is trying to develop a
business consensus on federal prod-
uct liability issues, is now charging
members dues to shore up its finan-
cial base.

Annual dues for the 40 members

of the TPLA's steering committee,
which sets policy, will be $3,000.
Dues for other TPLA members will

be $500 a year.
In another product liability de-

velopment, Sen. James Abdnor, R-
S.D.,has become the 19th co-spon-
sor of S. 44, introduced by Sen:
Robert Kasten, R-Wis., that would
pre-empt state product liability
laws with a uniform federal law.

Nearly all the co-sponsors of the
Kasten legislation, which is pend-
ing in the Senate Commerce CBm-
mittee, are Republicans.

Structured settlements
The Structured Settlements Co.

is not entitled to register the term
"structured settlements" as a trade-
mark, according to the U.S. Patent
Office's Trademark Trial and Ap-
peal Board.

The board denied The Structured

Settlements Co., a Los Angeles-
based venture, proprietary rights to
the use of the words because
"structured settlements" is a "com-

mon descriptive term for the settle-
ment of tort actions by way of peri-
odic payments and not by lump
sum and for the services offered in
connection with those settlements."

The case arose when Walker,
Sullivan & Co., a predecessor to
The Structured Settlements Co., at-
tempted to register the term "strue-
tured settlements" with the U.S.
Patent and Trademark Office.

That action was opposed by
Johnson & Higgins, the New York-

based insurance broker and con-

sulting firm, and The Hartford Fire
Insurance Co. They argued that the
term was only descriptive of the
service being offered.

J&H noted, for example, that the
term structured settlements is
widely used by the insurance in-
dustry to describe a tort claim set-
tlement in which periodic pay-
ments are made to a claimant to

provide a steady flow of income.
The appeals board decision

allows insurers, brokers and others
to continue to use the term struc-

tured settlements in marketing
their insurance products.
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Insurance Corporation of Ireland. One of the world's
leading insurance groups and the largest all-lines
insurer in the Republic of Ireland. In the United States,
one of the most knowledgeable.
In Chicago, we are establishing our own tradi-
tions for leadership in underwriting excess and
commercial lines for a variety of industries.

We can provide immediate service to qualified
brokers on risks and costs for surplus and excess
lines as well as reinsurance questions. Primary

commercial property, property and liability (not
automobile nor statutory W.C.) packages, and
even "unusual" coverages are areas where our
knowledge can help.

Eolas. In Gaelic it means "knowledge" But you
don't have to be Irish. Call us.

 |NSURANCE CORpORATiON of |RE|ANd
200 South Wacker Drive Chicago, Illinois 60606
(312) 559-0509 Telex 210184 via RCA

You need to make only one change for more efficient
claim handling. Equifax has changed the rest.

Change #1 - We've added new claim investiga-
tions to our existing program, enabling us to offer

you a complete line of information services.

Change #2 - We've established an extensive,
ongoing training program on workers' compen-
sation which will keep our field investigators

up-to-date.

Change #3 - We've redesigned our reports to
provide more complete information in the most
useful format.

Change #4 - We've developed a staff of highly-
trained case supervisors to handle your claims
and consult with your people on a one-to-one

basis when they need investigative assistance.

Change #5 - We've made a commitment to pro-
vide the most comprehensive and professional

workers' compensation claim program available
from any single source.

These are five very good examples of why

Equifax is the leader in the field of insurance-
related information services. As a leader, we make

it a point to understand and meet the needs of in-

surance and self-insured companies.

Now one national source offers complete service

capabilities, professional investigators trained spe-

cifically in workers' compensation, case handling

supervision and consultation. And pertinent infor-

mation reported quickly and accurately.

The system is flexible - you can choose the

complete program or select unbundled services,

depending on your individual claim requirements.

We tailored our program to our customers' speci-
fications and it's working! No other national com-

pany can offer the same full-service capabilities or
the same full-service quality.

There's only one thing left for you to do.

CHANGE TO EQUIFAX.

For further details about our complete package

of Workers' Compensation Claim Investigations,
contact your local Equifax office, or call our Claim
Market Center A#anta, Ga., at 800-241-1896.

EQUIFAX

SERVICES
Claim Market Center

1600 Peachtree St., N.W.

Atlanta, Georgia 30309
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Trenwick embarks on two U.S. ventures
Trenwick Ltd., a Bermuda-based

reinsurance company, is moving
into the U.S.-licensed reinsurance

market.

Pending regulatory approval,
Trenwick and other investors will

operate a New York Insurance Ex-
change syndicate and Trenwick
will purchase majority ownership
of a U.S.-licensed reinsurance com-

pany.
Trenwick, organized in 1979 by

former employees of General Rein-
surance Corp., owns Trenwick Re-
insurance Co. Ltd., one of the lead-

ing reinsurance companies based in
Bermuda. It underwrites primarily
U.S. facultative reinsurance, while

Trenwick Ltd. also provides finan-
cial and management services to
insurance affiliates of U.S. corpora-
tions and U.S. self-insurers.

Formed with investments by

mrkets

U.S. and foreign insurance and re-
insurance companies, industrial
corporations, individuals and ven-
ture capitalists, Trenwick reported
capital and surplus at year-end
1982 of nearly $29 million.

Apple Syndicate Corp., capital-
ized at $3,8 million by Trenwick
and seven other investors, expected
approval of its syndicate on the
NYIE late last week. When ap-
proved, it will become the 36th un-
derwriting member on the NYIE
and the first to specialize in captive
and self-insurance risk taking.

The syndicate will be managed
by Trenwick Managers Inc., with
operations expected to begin July 1
at the 59 John St. headquarters of

the exchange.
Besides Trenwick, other insurers

and corporations that own insur-
ance subsidiaries that are investing
in Apple Syndicate include Bur-
lington Industries Inc., Continental
Corp., General Telephone & Elec-
tronics Corp., Ideal Mutual Insur-
ance Co., International Harvester
Co., Kaiser Aluminum & Chemical

Corp. and Moore McCormack Re-
sources.

Trenwick also has reached an

agreement in principal with Excess
& Treaty Holding Corp. for Tren-
wick to obtain a majority interest in
ETHC, pending approval of the
New York State Insurance Depart-
ment. ETHC owns Excess & Treaty

Reinsurance Corp. (ETRE), a New
York-domiciled reinsurer that is a

licensed, authorized or approved
reinsurer in 40 states.

If the transaction is apprcved,
the names of the companies w.11 be
changed to Excess & Trenwiek
Holding Corp. and Excess & Tren-
wick Reinsurance Corp., bu: the
acronyms remain the same.

If approved, the shareholders of
ETHC, in addition to Trenwick

Ltd., will include USF&G Corp.,
Hannover Ruckversicherungs A.G.
and Copenhagen Reinsurance Co.
Ltd.

James F. Billett Jr., chairman,
president and chief executive offi-
cer of Trenwick Ltd., will be:ome

president and chief executive offi-
cer of ETHC and chairman and

chief executive officer of Excess &

Trenwick Reinsurance Corp. Mark
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We've had fast answers for 11 years.
Associated enters our 11th year of handling your 11th hour needs.

We're celebrating more than a decade of knowing what's important to you:
Quick answers. That's why our expert underwriters' creative solutions
to your excess, surplus lines and special risk needs have always come fast.
So when you need a response now make your phone a Green Phone,
and get Associated. After 11 years, we're not getting older. just quicker.

Associated International Insurance Compan¥
3450 Wilshire Blvd.. #201, Los Angeles. CA 90010, (213) 739-8840, TELEX 67-7302 AIIC LSA
Member Stewart Wrightson Insurance Group, London
Excess · Special Risk • Surplus Lines · Liability and Property
Business accepted through specifically qualified surplus line brokers and reinsurance intermediaries.

W. Hinkley, senior vp of Trenwick
Ltd., will be piesident and chief
operating officer of the reinsurer.

ETHC is a private Delaware
company organized in 1977 by U.S.
and foreign insurance and reinsur-
ance companies and individuals to
underwrite reinsurance through
ETRE as a participant in the Excess
Casualty Reinsurance Assn. The St.
Paul Cos. Inc. acquired the exclu-
sive manager of ECRA in 1982, and
it was disbanded in January.

The combined underwriting cap-
ital and surplus of ETHC and Tren-
wick pursuant to the agreement
would be approximately $45 mil-
lion.

Intermediary formed
Los Angeles-based broker Emett

& Chandler Cos. Inc. has formed a

new, wholly owned reinsurance in-
termediary called ECRIS Inc. to
offer facultative and treaty rein-
surance services.

Thomas B. Arney will serve as
chairman of ECRIS. The new unit

is headquartered at 529 Fifth Ave.,
New York, N.Y. 10017; 212-916-

3185. A Chicago branch is located at
55 W. Monroe St., Chicago, Ill.
60603; 312-346-6667.

Ownership transferred
Getty Oil Co. has transferred

ownership and control of a Ber-
muda insurance subsidiary, First
Excess & Reinsurance Corp. (Ber-
muda) Ltd., to another subsidiary,
Employers Reinsurance Corp.

Employers Re already owns First
Excess & Reinsurance Corp. of
Mission, Kan. The Bermuda subsid-

iary is managed by Victory Man-
agement (Bermuda) Ltd.

Bonding unit
Reliance Insurance Cos. has

formed a new surety bonding man-
agement subsidiary, Reliance
United Pacific Surety Managers.
The new unit will coordinate the

U.S. and Canadian bonding activi-
ties of Reliance Insurance Co. and

United Pacific Insurance Co. of

Federal Way, Wash., a Reliance
subsidiary.

George T. Holbrook, corporate
senior vp-bonding operations, will
serve as president and chief execu-
tive officer of the new unit.

Acquisitions
Michigan Mutual Insurance

Co. of Detroit has purchased an
ownership interest in California
Reinsurance Management Corp.
of Pasadena, Calif. California Re, a

treaty reinsurer, is jointly owned
by 10 U.S. and foreign insurers.

Nationwide Life Insurance Co.

of Columbus, Ohio, announced its
merger with Second Plaza Corp.,
a newly formed corporation owned
by Nationwide's parent company,
Nationwide Corp. The purpose of
the merger is to transfer Nation-
wide Life from public to private
ownership.

New offices
Gulf American Health Trust, a

group health insurer for small and
medium-sized employers, has
moved to new offices at 1173 N.E.

Cleveland St., Clearwater, Fla.
33517; 813-447-2551.

The Oakland Assn. of Insur-

ance Agents Inc. has moved to
new offices at 1100 Broadway,
Suite 200, P.O. Box 2039, Oakland,
Calif. 94604; 415-832-4418.

CMA Consulting Group, an in-
surance management consulting
firm that is based in Morristown,
N.J., has.moved its Western re-

gional office to 70 Lansing St., San
Francisco, Calif., 94105; 415-543-
9656. - .
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46The effective use of

periodic payment
settlennents"

An advanced study workshop
Designed forcorporate risk management, casualty
carriers, and attorneys, this course will qualify you as
a"resident expert" in effectively resolving claims through
the use of periodic payments. Our summer seminar will
be conducted August 10 & 11, 1983 in Minneapolis,
Minnesota.

Please write or call us for more information.

CLE CREDIT APPLIED FOR
SETTLEMENT
PLANNING,

IINCORPORATE[)
6800 FRANCE AVENUE SOUTH • MINNEAPOLIS. MINNESOTA 55435

TOLL FREE: (800) 922·6800. IN MINNESOTA (612) 920·6166
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Lawton-Byrne-Bruner names
Peter Reeves executive vp

Peter C. Reeves elected execu-

tive vp of Lawton-Byrne-Bruner, a
large St. Louis
insurance bro-

kerage.
Mr. Reeves,

previously a vp
at Lawton-

Byrne-Bruner, -*.f 4
joined the com-
pany in 1964.

Ilige

Other r
agent/broker 1 
changes: Mr. Reeves

John L. Good-

year has been named national
director of health strategies for
Alexander & Alexander Services

Inc.'s Human Resource Manage-
ment Division, which specializes in

comings & goings: industry
employee benefits and information
services. Mr. Goodyear will d:rect
A&A's national consulting service
on health care cost containment.
He previously was managing p of
A&A's Bloomfield, N.J., office.

John A. Stough named manag-
ing vp at the Louisville, Ky., office
of Alexander & Alexander Inc. He
joined A&A after its merger .vith
Nahm, Turner, Vaughan & Lan-
drum Inc. in 1982. He had been se-
nior vp at NTV&L.

John P. Soward has joined Les-
ter Eckert & Co. in Houston, Tex.,
as vp. He will serve as the mz.rine

Very Dependable.
Accurate And Swiss.

f

Very American, too. Proud. Inventive. And
involved.

It's that perfect blend of American innovation and
Swiss exactness that makes us the best insurance
protection for your valued business.

We create world class insurance that's in a class
by itself.

l

Come to Zurich-American Insurance Companies
for sound business insurance advice. Vast technical

expertise. And the financial strength to protect your
enterprise.

You'll find we speak plain English. But if you
listen closely, you'll hear our Swiss accent on
dependability.

Zurich-American
American Creativit Swiss Dependabilitf

ZURICH-AMERICAN INSURANCE COMPANIES

Zurich Insurance Company • American Guarantee and Liability Insurance Company • Schaumburg, IL 60196

industry special-
ist at the com-,

pany Mr.

Soward was pre-
viously with
American Hull

Insurance syndi-
cate and West-
ern Electric Co.

Insurers Mr. Soward

John A. Gibson III named se-

nior vp and chief actuary-casualty
for Colonial

Penn Franklin ***
& Colonial Penn

Insurance Cos.     -

in Philadelphia.He was named 1lfi
vp and actuary
of Colonial Penn 
Franklin Insur-

ance Co. in 1980.

Also, Thomas
R. Auvinen Mr. Gibson

named senior vp
and chief actuary-life and health
for Colonial Penn Franklin, Colo-
nial Penn Life and Colonial Penn

Insurance Cos. Prior to joining Co-
lonial Penn in 1982, he had been
president and consulting actuary of
Auvinen & Associates Inc.

Wayne A. Gibson elected vp
and general manager of The Bea-
con Insurance Co. of America and
American Select Insurance Co. in

Westerville, Ohio. He was most re-
cently general manager-West Vir-
ginia for CIGNA Corp. before join-
ing Beacon and American Select.

John Bruder promoted to vp-
group sales at Minnesota Mutual
Life Insurance Co. in St. Paul,
Minn. He had been manager of the
Chicago regional group office.

David L. Conway appointed vp
in charge of property and inland
marine underwriting at Fireman's
Fund Insurance Cos. in Novato,
Calif. He was previously an under-
writing executive for rural areas in
the Novato home office.

Reinsurers

James E. Roberts appointed vp
of North Star Reinsurance Corp. in
Stamford, Conn.

Excess/surplus
Robert E. Stalker joined Hull &

Co. as vp and manager of the Chi-
cago office. He will be in charge of
production and underwriting for
surplus lines in the Midwestern
states. Mr. Stalker had been with
Fred S. James & Co. Inc. and Ca-

pacity Managers International Inc.
before joining Hull & Co.

Charles Conway named senior
vp of the Western division of Dela-
ware Valley Underwriting Agency
Inc. in Hatboro, Pa. Mr. Conway
will be responsible for the Pitts-
burgh, Charleston, W.Va., and
Cleveland offices. Robet Cohen, a
senior vp at DVUA, was reassigned
to the Hatboro, Pa., office. He sue-
ceeds Charles Ellman, who will

now be responsible for the Eastern
and Western divisions of DVUA.

Other suppliers
H. Frank Lively, George N.

Stone, Curtis G. Weakly and
Richard C. Lien named vps at
M.F. Bank & Co. Inc., an indepen-
dent salvor and appraiser. Mr.
Lively is also national marketing
director, Mr. Stone is vp of the
Southeast region, Mr. Weakly is vp
in the central region and Mr. Lien
is vp and branch manager of the
Minneapolis office. .
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Modelresults
When it comes to group benefit plans,
Metropolitan specializes in delivering model
results.

That's why, in exchange for your business card
and the completed coupon, we'll give you the
Metropolitan model railroad car pictured
above. Ith our way of letting you know that,
for group cases of 50 or more lives, we're
interested in engineering plans for you. No
matter what size cnse you usisilly handle, no
matter how often you handle one.

So send us your card and the completed
coupon. You'll find that when it comes to life,
medical, dental, vision, or any kind of group
benefit plan, our ideas are on track.

Metropolitan insures it.

METROPOLITAN REALLY STANDS BY YOU.

© 1983 Metropolitan Ufe Insurance Co., NY, NY

Send foryour free scale model today

If you'd like to have model results, including the
boxcar model above, complete this coupon, attach
your business card and mail to:

Metropolitan Life Insurance Company
Group Marketing Division-Model Results
One Madison Avenue

New York, New York 10010

Type of group case you are most likely to handle:

0 Life El Disability 0 Medical El Pensions/IF<As
El Dental El Vision El Full Package m Creditors

Size of group case you are most likely to handle:
Il 50-200 lives El More than 200 lives

Frequency of group cases handled per year:
Il 1 or 2 0 3-5 Il 6 or more

# Metropolitan
EE*[7 Insurance l Companies

Group Life/Health Insurance

DISCLAIMER OHer expires July 31,1983. Supply of railroad €ars limited. Offer
available only to group insurance brokers and consultants. Offer not available to
employees of Metropolitan Life Insurance Company, its subsidiaries, affiliates, and
advertising agencies or previous model railroad respondents.
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Few large employers rejecting 401 (k) plans
Continued from page 3
ufacturers with sales between $100
million and $499.9 million have.

More than three-quarters-76%
-of all the banks and manufactur-

ers surveyed by Hewitt Associates
that have already set up 401(k)
plans say they match all or part of
their employees' contributions to
the plans. However, according to
the survey, small companies are
about as likely to match employee
contributions.

The most common formula that

companies use to match employee
deferrals to the plans is 50 cents for
every dollar contributed by a
worker. That method is used by
39% of the companies that have al-
ready set up a 401(k) plan.

Fifteen percent say they match
employee contributions dollar-for-
dollar, while 12% say they contrib-
ute less than 50 cents for every $1
their workers contribute.

The rest of the employers with
401(k) plans-34%-use some other
contribution formulas. For exam-

ple, employer contributions can be
based on the company's profits or
on the number of years an individ-
ual employee has participated in
the plan.

Company contributions to a
401(k) plan prompt employees to
contribute more of their own sa-

laries, according to the survey. For
example, the highest paid one-third
of the eligible workforce at com-
panies that matched employee de-
ferrals contributed an average of
4.9% of their salary to the com-
pany's 401(k) plan. The same group
of employees at companies that did
not provide matching contributions
deferred only 2.5% of their salaries
to the plan.

Likewise, the lower paid two-
thirds of the eligible employees at
companies providing matching
contributions deferred 3% of their
salary, while these employees at
companies that do not contribute to
the plans deferred only 1.5% of
their pay.

The employers that have de-
cided not to offer a plan or those
who have put their decisions on
hold cite a number of reasons for
their decisions.

Of the 6% that said they would
not offer a plan, 31.3% cited the fact
that they already offered a profit-
sharing plan to their employees,
17.6% said they believed they
would have difficulties in meeting
the IRS anti-discrimination tests
governing the plans (BI, Dec. 13,
1982) and 11.8% said they had not
determined a need for a 401(k)
plan.

Of the 15% that said they had put
their decision on a 401(k) plan on
hold, 23.4% cited the lack of final
IRS regulations governing the
plans as a determining factor, 8.5%
cited poor economic conditions, an-
other 8.5% said the plans could
have an effect on their pension cal-
culations and 6.4% said a 401(k)
plan would burden their record-
keeping capabilities.

Besides 401(k) salary reduction
plans, Hewitt polled the employers
on other "hot topics" in defined
contribution retirement plans. For
example, it asked employers that
contribute to employee savings and
thrift plans how much they put
into the plans.

By far the most popular contri-
bution formula is for a company to
contribute 50 cents for every dollar
the employee contributes, a method
cited by 45% of the companies that
match contributions to thrift/sav-

ings plans. Twelve percent said
they matched employee contribu-
tions on a dollar-for-dollar basis,
while 6% said they contributed only
25 cents for every $1 contributed by
an employee.

Another 11% said that employee
contributions varied according to
corporate profits, while 2% said
these contributions vary with the
individual employee's length of
service.

Some 23% cited some other con-
tribution formula, such as one
based on a dividend the company
pays or the return generated by
some investment vehicle.

Again, as with the 401(k) plans,
employee contributions are af-
fected by the amount the employer
contributes to a thrift/savings plan.

Some 74% of employees at com-
panies that match worker contri-
butions dollar-for-dollar partici-
pate in thrift/savings plans, com-
pared with 65% at companies that
contribute only 50 cents for every
$1 an employee contributes. Only
63% of employees participate at

companies that contribute 25 cents
for every dollar of employee con-
tributions.

Furthermore, employees tend to
contribute more money to plans in
which the employer makes gener-
ous contributions. Seventy percent
of employees at companies that
match contributions dollar-for-dol-
lar contribute the maximum
amount allowed. Only 52% contrib-
ute the maximum allowed at com-

panies that only contribute 50 cents
on the dollar, while just 39% con-
tribute the maximum at companies
that donate 25 cents for every dol-
lar of employee contributions.

Overall, 54% of the employees at
all the surveyed companies with
thrift/savings plans contribute the
maximum allowed by the com-
panies.

The most common maximum al-

lowable employee contribution is
6% of pay, cited by 57% of the re-
sponding companies. Thirteen per-
cent allow employees to contribute
a maximum of 5% of pay, wnile an-
other 18% have even lower maxi-
mum contributions. The rest of the
companies cited a different maxi-
mum amount.

Although defined contribution
plans-like thrift, savings, profit-
sharing and salary reduction plans
-are proving popular, the notion
of allowing employees to borrow
money from these plans is not, ac-
cording to the survey.

Only 18% of the surveyed corn-
panies with defined contribution
plans include a loan provision in
their plans.

And, at the companies :hat do
allow employees to borrow money

from a defined contribution plan,
very few employees are taking ad-
vantage of the option.

For example, 61% of the sur-
veyed companies with a loan pro-
vision in the plans report that less
than 5% of the plan participants
currently have loans outstanding.
None of the responding companies
reported that more than 50% of
plan participants have loans out-
standing, while only 6% reported
that between 25% and 50% of the

plan participants are currently tak-
ing advantage of a loan provision.

.

Copies Of the 39-page survey, "Hot
Topics in Retirement Plans,", are
available for $25 from Greg Martin,
Hewitt Associates, 100 Half Day
Road, Lincotnshire, Ill. 60015; 312-
295-5000.

AMERICAN
IN REINS

The arson crisis:
putting the heat where itbelongs
How big is the arson problem today?

One northeastern county with 69
municipalities identified 66% ofstructural
fires as suspicious or incendiaIy in 1981.
In 1982 this same county delivered 42
criminal indictments for arson and meeived

92 more confessions ofanson.

No one knows how many fires are
actually caused byarson. A leading property
insurance company shows that over 43% of
structural fires in 1982 were suspicious or
ineendiary in origin.

One of the country's best-known arson
experts estimates that at least 50% ofall

Growth ofarson*

1977 1978 1979 1980 1981 $ TWO BILLION

81,750.000.000

$1,500.000,000

$1.250,000,000

$ ONE BILLIONjaIystructural fires
*Source National Fire Protection Association

structural fires are deliberately set.
Figures from the National Fire Pro tee-

tion Association show a 72.5% increase in
costs associated with anson from 1977 to

1980. In 1981, however the dollar loss de-
clined slightly Is this the effect of increased
anti-arson activity? It is too early to tell.

What can be done about this growing
problem? At American Re we decided to tac-
kle it head on. We teamed one ofAmerica's

foremost arson experts with one of the
country's most respected anson attorneys
to lead a series of anti-anson seminars. The

seminans address such topics as:
·Whose problem is arson?
· What's the toughest problem in

fighting arson?
· Working with local anti-arson squads
Pmserving evidence

· Identifying anson defense firms
· The role of the arson investigator
· Benefits of an anti-anson program
· How to set up a successful

anti-arson program
At the seminars, small numbers of

primary insurance company executives
discuss their experiences with anson, and
exchange ideas on how to cope with this

AMERICAN REDEF



Only 19% of firms offer lump-sum pensions
Although 401(k) salary reduction

plans have received a great deal of
attention in the past year because
of their tax-saving features, benefit
consultant Hewitt Associates says
there are "hot topics" in the realm
of defined benefit plans, too.

One of those issues, according to
a Hewitt survey of banks and man-
ufacturers, is allowing retirees to
take the proceeds from a defined
benefit retirement plan in a lump
sum in lieu of an annuity.

Nineteen percent of the 284 sur-
veyed employers with defined ben-
efit pension plans offer employees
this option, according to the Hewitt
study.

Interestingly enough, companies
report that the lump-sum option,
when allowed, is either moderately
popular or decidedly unpopular
with retirees.

For instance, 41% of the employ-
ers that allowed retirees to collect

their pensions in a lump sum in
1982 reported that fewer than 10%
of the retirees opted for a lump-
sum payout. On The other hand,
23% of the companies said that be-
tween 90% and 100% of their re-

tirees opted for lump-sum pay-
ments last year.

Sixteen percent of the employers
told Hewitt that between 75% and

90% of their retirees took a lump
sum, 8% reported that between 50%
and 75% took advantage of this op-
tion, 6% said between 25% and 50%

wanted a lump sum and another 6%
of the employers said from 10% to
25% of their retirees took their pen-
sion in a lump sum.

Sixty percent of the companies
offering a lump-sum pension op-
tion require retirees wanting their

pensions paid in full to meet certain
conditions, like submitting proof of
financial stability or having their
request approved by a committee.

Also, some companies bar some
classes of retirees from receiving
lump-sum pension distributions.
F6r example, only 41% of the em-
ployers offering the option allow
disabled retirees to take their pen-
sions in lump sums.

Employers are also helping re-
tirees fight inflation by granting
post-retirement increases in pen-
sion benefits, the survey shows, as
66% of the companies with defined
benefit pension plans have hiked
benefits for retirees at least once in

the last five years.
Post-retirement benefit increases

are more likely at large manufac-
turers and banks than at smaller

manufacturing companies, accord-
ing to the survey. Eighty-one per-
cent of the banks surveyed and the
same percentage of manufacturers
with more than $2.5 billion in sales
say they have hiked retiree bene-
fits at least once in the last five

years.

In comparison, only 45% of man-
ufacturers with between $100 mil-

lion and $499 million in sales report
increasing retiree benefits in the
last five years.

It's also clear from the survey
that employers were prone to in-
crease retirement benefits several

years ago than they are today. For
example, 43% of the employers sur-
veyed said they increased retirees'
benefits in 1980, 38% increased
them in 1979 and 27% hiked bene-
fits in 1978.

In 1981, 32% of the employers

FRONTIERS
URANCE

problem. Sessions in Santa Barbara
Kansas Cits NewYork and several South
American cities have produced
astonishing results It is evident
that insurers are senous about

working to reduce arson The

FederalGovernmenthasalsoshownitscom-

mitment by making anson a Class 1 felony
How many arson-related fires are on

your booksp
If anson is of concern to you, we invite

you to contact Frank Lichtenberger
Manager ofProperty Claims at American Re

at (212) 618-7000.

We know that bringing
anson under Control Will

improve your balance sheet
as well as ours. We can all do

something about the growth
of arson-related fires ifwe will

make the right commitment
of time. people and money to
develop solutions.

We're learning to put the
heat where it belongs.

NES REINSURANCE

American
Re-Insurance

Company
One Liberty Plaza
91 Liberty Street

NewYork NY · 10006

raised retiree benefits, while only
20% increased pension benefits for
retirees last year.

Things look even worse for this
year. Only 4% of the companies
surveyed said they definitely
planned to increase retirees' pen-
sion benefits this year, while an-
other 2% said they probably would.
Twenty-one percent said they had
not yet decided, and 73% say they
definitely will not hike the bene-
fits.

Of the companies that did not in-
crease benefits last year nor are ex-
pecting to in 1983, 33% cited the
company's current financial situa-
tion as the reason. Twenty-two
percent did not grant a benefit in-
crease because inflation has mo-

derated, while 5% said they have
not been pressured by retirees to
raise pension benefits. .

Early retirment
incentives popular

More than a quarter of the com-
panies surveyed by Hewitt Associ-
ates have offered employees special
early retirement incentives in the
last three years.

Twenty-eight percent of the 305
banks and manufacturers partici-
pating in the Hewitt survey say
they offered an "early retirement
window" between 1980 and 1982.

Hewitt defines an early retire-
ment window as an opportunity of
limited duration for eligible em-
ployees to retire with higher bene-
fits than would normally be pro-
vided to early retirees.

Such early retirement windows
are becoming increasingly popular,
the survey notes. Of the companies
that have offered early retirement
incentives, 16% offered them in
1980, 28% offered them in 1981 and
76% offered early retirement win-
dows last year.

(The percentages add up to more
than 100% since some companies
offered the incentives in more than

one year.)
But that popularity may have

peaked, the survey notes. Only 10%
of the respondents say they'll offer
employees early retirement incen-
tives this year. Seventy percent say
they won't, while the other 20%
haven't made up their minds.

Also, it appears that large manu-
facturers that have expressed de-
sires to cut their costs in the recent

recession are more likely to offer
early retirement windows than
banks or smaller manufacturers.

Exactly half of the surveyed
manufacturing companies with
more than $2.5 billion in sales re-

port offering early retirement in-
centives over the past three years,
compared with only 20% of the
manufacturers with $100 million to
$499.9 million in sales.

Only 10% of the surveyed banks
offered early retirement windows.

Companies report they used a va-
riety of methods to encourage em-
ployees to retire early. The most
popular method, used by 72% of the
companies that have offered early
retirement windows, is to continue

all or part of an employee's pay for
a temporary period after he or she
leaves the job.

Forty-nine percent of the com-
panies offering early retirement
windows tried to lure employees by
eliminating or reducing the reduc-
tion in the company's pension ben-
efits for retiring before the normal
retirement age. Another 4% of the
employers said they encourage
early retirement by temporarily
deferring the Social Security offset
in their pension formula.

Other methods, including sup-
plying temporary Social Security
benefits or continuing benefits like
health and dental insurance for

free or at a reduced cost, were used

by 22% of the firms. .



%

1

a

,/ f

r . -lf

+I

4., #

4 1£ F
**j'.t-%:1 3/ f
4/+8»>SC

. I

P Y .:37  - ·.:

- 1 t,- 1
i        -

.J
V

'fl .%

=n„.

'4: ,
1 f -M.

: ' r. lili 2 1
,

' ''ll.-A ··6

ENIAng SNVdIINOO aHL
65150011 JVH/*

mIVO aH alnOHS AHM



ilest! 'uoiltionpe elt
VNSIO -1!ID LU04 1!Jeueq pinoo

lueu.leODUOUJ 40!4/n u!

'GA!1Dlueseidej
loieues tr'10!10euuoO loool inoA Jo JeM
-oiq inoA ipo esoeid'sisoo s,AuadwoO
inoA eonpei diell Allooupeds uoo e/v

Moll MouM ol eM!1 P,noA J! JO
69190 tnolloeu

tnoitoeuuoo 01 ew/n esoeld 'sesued
-xe polpew dnoJO 6uionpei trloqo

UONIOLLIJOill! eJOUJ aM!1 P,noA J! OS
'1JOJJe el# U ! peAIOAU! 6JID

seeAoldwe sselun eAiloe#e Aleteid
-woo eq l,LIDO eBD>pod lueuJUID,uoo

1500 ino SO pet[)0!ts!4dos so uold D
UeAe 11041 enit SU!¤U.lei 1! tr'El

'Se!1!A!100 luelll

-U!¤1UOO BOO U/V\O J!e41 JO SSeueAPege
e41 MODil 01 Welll S/v\01110 11041 01!OP 41!M

seluoduloo Bulp!Aoid 01 'stsoo 1[)001
eonpei 01 SUI>IJOM SU011!1000 sseu!snq

Bulpurg U.lok! selloDOJddo JO eeuni
D JeA00 SU.,Dieold.Ino'10DJ ul

s!41 so sno!Jes So uuelqOJd D ot ie/v\SUD
elouls el,11 S! UC)!Ponpe eeAoldwe 1041
Bultse66ns lou ete/V\ 'esinoo K)

Bulueens einsseid pooiq so
l.lons SUJINBOid eup!pew eARueAeid

Jo 0601UDAD 6*DJOI OU!11!/\A OSID eJD
AUDul 'peJego ei,Ael·14 Uel,Im puy

'101!dsoll el#
u! MeeM Dot euj04 110 egnu D Jeieid

pinoM Aulolu 'elq!soei s,t! ueqM
'SADts lot!dsoll SUOI 01 SeA!1[)UJello

en eiel.11 ezipei tuop seeAoiduie tsow
peJeAC)05!p eA,e/\AXIOU!5!Jdins toi\1

seeAoidwe i!.el-11 eLDA!tow 01 eselil
esn 01 moll UO stue!10 ino es!Apo pUD

'sedoloepiA'jouel[)Ul louo#OUIOJd
'Wel,DUJ 'Seinllooiq ep!/\Oide/n OS

'SUE)ew 041 lou 'sisoo
eonpei 01 eAilueoul uo s! Aiddns Aeqi
Iia esnooeg '46noue l,uen luel-UADd

-00 puD elqlionpep 46!4 D UeA3
elqol!.DAD GJD SOU!41

eselll MOU>1 01 eADLI seeAoldu,El
Bullsej uo!55!wpo-eid JO

*JeSins ADP-euo JO
AieSins

01'eldl.UD)(e Joi '46noue l,us! 11
'euo jouoillionpe uo so 1nq

'lue ICIOK| 10!OUDU!$ D S[) Aluo lou Stsoo
looipew Buisu Jo ensm e41 40[)0Jd

-do Xuodwoo VN910 D 'IDJeue© inO
-!toeuuo 110 eN 'pulull U! S!41 41!M

„.11 Joi peieoo
U.1,13U!.06,0 eou040 D PUDls luop uet
-Jo stsoo l¤0!pel-U BUIU![)luoo Joi suold

P!¤Ilseq s,uollriJOCIJOO D puv
'11! seAleswel.11 pu,!J 04/\A seeAoldwe u!

IleM pUD eA!ID XlellounlJOJUn 'S! 11
564OUni eA!trioexe 01 pel!LU!11,Usl

A601040Asd lunoooD esuedx3



f

......

...

.

.

General Reinsurance Corporation. Greenwich. Connecticut ,4<liik ©1983 GRC

Atlanta, Chicago. Columbus, Dallas Des Moines, Harford, Houston, Kansas City. Los Angeles, New Ycrk, Philadelphia. St. Paul, San Francisco, Seattle. Washington, D.C., Montreal and Toronto



perspective

By Charles McAlear

 NSOLVENCIES DO happen.Insolvencies are not pleasant happenings.
Insolvent insurers are worth avoiding.
It is a sign of these innocent times that any

discussion of the possible demise of a financial
institution must be prefaced with a notice of the

importance of the event. The relative infrequency and the
limited impact of such events in the recent past lulled
sevefal generations into a false sense of security.

Bonds sold to finance commerce and industry are
promises to pay. So are insurance policies.

Before buying a bond the investor carefully checks the
issuer to be certain of the issuer's ability to make good on
its promises. Bonds offering a return above market are
perceived as speculative and shunned by the prudent
investor.

A bond offered now to yield 25% annually advertises its
riskiness. But the same investor, who would avoid buying
the risky bond, will unhesitatingly purchase that other
kind of promise, the insurance policy, from the vendor
with the lowest price.

Such buyers have not learned that low premiums on
insurance policies may be indicative of the same condition
as high interest rates on bonds, a questionable ability to
make good on promises.

The prolonged "soft" market is not caused by insurance
companies selling their policies at too low a price. It is
caused by buyers who continue to be willing to buy
insurance from such companies. It is axiomatic that there
is always a vendor willing to sell more shoddy
merchandise at a lower price. What is surprising is that
there continues to be a market for it.

Insolvencies are "probable," one authority says. "Some
spectacular failures are likely," says another. Such talk
would normally send buyers scurrying to check out their
insurers. Upgrading would be the order of the day. But
there is little movement. Buyers seem entirely
comfortable, even though the word "spectacular" would
imply that those very companies that enjoy much (perhaps
misplaced) confidence are the ones doomed to fail.

If a buyer would check out a company, it is likely that
the data found would be hopelessly outdated. The
reference work is likely to be a book published by A.M.
Best Co. Inc. It would be dated 1982 but would contain, at

the latest, numbers generated in 1981. There has been a
world of water under the bridge since then.

 HE CHANGES in the balance sheets ofsome companies have been nothing less than
revolutionary. As if to emphasize the
increased speed at which adverse
experience is affecting some companies,
Best, for the first time in its history, has

published volumes updating its data at six and nine
months of 1982. The changes are startling. No fewer than
six companies, half of which had enjoyed a rating of
A-plus a year ago, no longer meet the security .
requirements of our offices.

"I am insured with one of the largest companies with an
impeccable reputation," says one buyer to himself. A
"spectacular" insolvency would involve just such a
company; buyers should check the facts on all companies.

"I am insured with a licensed company, the insolvency
fund will provide," thinks another. Such a buyer had best
read the terms of such a fund very carefully. The buyer
may not be eligible under the terms of the fund. The limits
provided by a fund may be unrealistic with respect to the
buyer's needs. The receiver may have long since closed
the doors when the claim surfaces.

Moreover, if insolvencies are as substantial and
widespread as some predict, their occurrence could trigger
a domino effect: Insolvencies of one tier of companies
costly enough to trigger the insolvencies of a second tier,
and so on. Insolvencies that happen might be modified,
especially regarding commercial insureds.

"My insurer is reinsured by a large secure company."
Insurance is a promise to the buyer. Reinsurance is a
promise to the seller. Ordinarily, there is no privity of
contract between buyer and reinsurer. A good reinsurer
cannot make the promises made by a poor insurer more
collectable; the reinsurer cannot be counted on to take the

place of the insurer.
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INSURERS CAN GO
DOWN THE DRAIN

Why it's important for buyers to check
 healthy' underwriters for insolvency
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"My insurer is a subsidiary of a large parent
corporation." There is no solace here. A non-insurance
parent may be suffering from the same general economic
malaise and would be unable to spare the cash. An
insurance company parent may well be suffering from the
same disease as the offspring and unable to help.

When an insurance company has solvency problems it
is often because past sins are coming home to roost in the
form of more and greater-than-anticipated losses. No one
can tell whether a single infusion of additional capital will
save the day. Should the parent company board member,
with the duty to uphold stockholder interests, vote to
infuse additional capital? Should the members vote to do
so when it is believed that it is not an investment but

merely throwing good money after bad? If it is less costly
to the shareholder, doesn't the parent company board
have the duty to let the subsidiary founder?

"Insurance companies are regulated by the states, they
will prevent insolvencies." That is a lot to expect. In these

Graphic: Amy Palmer

times, state agencies scrap for every tax dollar. Regulators
are the first to warn that they lack money, people and the
expertise to do a first-class job of regulating for solvency.
Their tools also need to be improved.

The Insurance Regulatory Information System, the
early warning system of the National Assn. of Insurance
Commissioners, is a developing program with the flaws of
any such system. It alone is also extremely slow, since it is
published only once a year, usually after a six-month
delay.

The last 12 months have been witness to several

spectacular bank failures. It is interesting that these
failures have been detected by federal rather than state
regulators. The failures involved the valuation of loan
portfolios on which there were distinct differences of
opinion. The valuation of loss reserves and the valuation
of reserves for doubtful loans are not activities that are

worlds apart. These federally-detected failures have led
Continued on nert page
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perspective

WORKERS' SLAYINGS NOT COMPEMSABLE
When employees who are in a

bunkhouse are killed by a third party's
intentional act, are the deaths

compensable under the workers
compensation act? A California appellate
court concluded that their deaths were not

compensable.

Three workers were employed as dairy
milkers by a company. Two lived in a
bunkhouse provided by the company
rent-free as added compensation. The

individuals went to a garage sale where
they met their eventual killers.
Negotiations were begun for one of the
workers to sell his automobile to one of the

killers. Later, one of the killers gave the
seller a forged check in purported
payment for the automobile and took
possession of it

Subsequently, the killers sought out the
workers with the avowed purpose of
regaining possession of the forged check
and, in addition, to rob and murder them.

They accomplished their objectives at the
bunkhouse. The survivors of the deceased

workers sought and were awarded

The Perspective section, which is a
forum for readers' opinions, is
compiled and edited by Assistant

Copy Editor Claudette Dampier. She
can be reached at 312-649-5282.

legal briefs

benefits. But the State Compensation

Insurance Fund appealed.
The appellate court stated that injuries

to employees in a bunkhouse are not per se
compensable. According to the court,
assaults on employees by a third party
while in the course of employment arising
from purely personal motives were not

compensable unless some employment
connection or contribution can be

established. State Compensation Insurance

Fund vs. Workers, etc., California Court of

Appeals, July 7, 1982 (BI/05/M.-$5).

Paid-up policies

A Maryland Court of Appeals ruled that
there was no obligasion on the part of an

insurer to accept surrender of the paid-up
portion of a group insurance policy and to
pay out the case-surrender values merely
because the master policy had been
discontinued.

A company purchased a group life
insurance policy for its employees from
The Travelers Insurance Co. in 1961. The

policy was discontinued in 1979. A dispute
arose as to whether. upon termination of
the group policy, the company's employees
were entitled to discontinue their

"paid-up" insurance and receive from

Travelers the respective accumulated cash
surrender.

Travelers asserted such entitlement

arose only upon termination of their

employment. The state Insurance
Commissioner then determined that

refusal constituted a violation of the law.

However, a trial court reversed the
commissioner's decision.

The appellate court noted the simple
facts of the extraordinary inflation and
abnormally high interest rates that had

prevailed for the past several years. The
paid-up insurance provided in this policy
had ceased to be an attractive investment

because of those factors.

But the court concluded that neither the

insurance contract nor the state law

permitted employees to surrender the
policies for the cash value unless they, in
fact, had terminated employment.
Southern Maryland Electric Co-op us. The
Travelers Insurance Co., Court of Special
Appeals of Maryland, July 12, 1982
(BI/04/M.-$5).

Illegal act compensation
Knowingly operating a vehicle with

defective brakes constituted a violation of

the state law and, thus, precluded recovery

Check on those 6 healthy' insurers
Continued from previous page
some to speculate that a rash of insolvencies could toll the
knell for state regulation of insurance.

There are only two avenues to insolvency, and it can be
determined before the fact when a company is on the road
to ruin.

The first road leads through mismanagement or plain
bad luck. For the most part, management produces
numbers that it believes are correct. There may be a little
fudging here or there, but within the span of divergent
but honestly held opinions. When bad news surfaces it is
usually passed on to stockholder, regulator and buyer.

It is not incumbent on management, however, to be
overly frank. "Gee, we made a stupid marketing mistake
a few years ago and losses are now pouring in. We don't
know whether it's going to get worse," will not be the
quote in the press release. The most one can expect is
corporate grumbling about adverse weather conditions
and some mumbling about their numbers "being within
industry norms."

That kind of comment is not reassuring. It can be
translated: "If we go down the tube, we'll have plenty of
company." The numbers generated by such companies
then can be carefully monitored. It will soon be
determined whether it will continue on the high road to
success or whether it has turned on to the slippery track to
corporate oblivion.

The other road to insolvency involves fraud.
Management, or others who may control aspects of the
company, is driving the company to insolvency. It is a
cash generator that will become expendable when enough

1 I

Charles McAZear is chairman of McAtear Asso-
ciates Inc. in Grand Rapids, Mich. This article
is a condensation of a speech delivered in early
1983 to the Surplus Agents Of Ann Arbor,
Mich., the Independent Agents Of Johnson
County, Kan., and the Independent Agents Of
Southeastern Michigan.

losses catch up to it.

The numbers generated by such companies are
unreliable as a measure of anything. These companies are
simply to be avoided at all costs. The only way this can be
done is to have high standards that insurance companies
must meet and to conduct thorough investigations before
accepting any new insurer.

There is an informal network of company watchers, a
kind of grapevine, which can generally be relied upon to
suggest companies worth avoiding. Elaborate rating
systems are not their forte and written recommendations
from it are out of the question. Yet a simple verbal
suggestion may be worth considerably more.

The deterioration of balance sheet values during 1982 is
without precedent. Yet the profit-and-loss figures
published in the press are only half the story. Although
changes on the balance sheets are not heavily publicized,
for the buyers, that's where the real interest lies. The
insurance buyer loves a rich company and only a balance
sheet tells how rich (or poor) the company really is.

There are obvious signs of company distress that
generally announce that the company is in an
"interesting" phase. This is one from which it must escape
if it is to survive. The simplest characteristics are:

• A decline in capital and surplus.
• Operating losses or a strong trend in that direction.
• Outstanding case loss reserves, which are a multiple

of surplus.

Case loss reserves are a relatively new factor of
importance in analyzing insurance companies.
Traditionally, when more property business balanced the
book, case loss reserves would be less than capital and
surplus. Now it is not unusual to find these reserves to be a
multiple of capital and surplus.

In recent years, case loss reserves have shown one
trend. They are growing and at a high rate, from 10% to
20% a year. It can be expected that they will continue to
grow this year and next.

When case loss reserves are increased, the money must
come from somewhere, and if profits are generated, that is

of benefits under the Workers

Compensation Act, according to New
York's highest court.

David Reynolds was injured in an
accident caused by faulty brakes on a
vehicle he was driving for his employer.
Mr. Reynolds knew and had known the
car's brakes needed repair. He filed for
and was awarded compensation benefits
by the compensation board. However, an
appeal to the courts resulted in a reversal
of the award.

The Court of Appeals of New York
noted that under state law perpetration by
an employee of an illegal act, resulting in
injury, barred the employee from recovery
of benefits. The court pointed out that
operating a vehicle knowing the brakes
were in need of repair was prohibited by
state traffic law.

Consequently, the court said since the
illegal act was causally related to Mr.
Reynolds' injury, he was precluded from
receiving benefits. Reynolds us. Masick,
Court of Appeals of New York, June 8,
1982 (BI/02/J.-$5). •

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire decision
may be obtained by sending a check for $5
made out to Cases Unlimited to Business

Insurance, 740 N. Rush St., Chicago, m.
60611. Please list the number for each opin-
ion.

':

· '1·

the source. If profits are not being generated, then such
increases must come from capital and surplus-it becomes
negative net wirth.

So let's assume case loss reserves at three times surplus,
which are increasing 20% per year. Assume also that no
operating profits can be projected for 1983. Increases in
loss reserves must come from capital and surplus.

With $1 billion in capital and surplus, $3 billion in loss
reserves, a 20% increase is $600 million or 60% of capital
and surplus. Few companies could survive such a loss, yet
these ratios are not uncommon. The use of billions is to

indicate that size is not protection when this kind of
leverage gets out of hand.

The data required to monitor the performance of
insurance companies are widely available and relatively
inexpensive. No buyer, agent or broker should be without
it. No one should fail to act upon adverse information as it
develops.

There will be insolvencies.

They are not pleasant affairs.
Insolvencies can be avoided, but action is required to do
SO. I
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"How'd you like an important say in how our claims
are- handled? And someone important to say it to?"

With Hartford Specialty you get to participate
in your claims process in a big way. Because the
Account Claim Executive (ACE) who works with
you to tailor a claim program to your needs is
also responsible for making sure it lives up to his
promises-land your expectations. The ACE has
the experience and know-how to troubleshoot
your account, and the authority to take action.
And you can call him anytime with questions,
problems and suggestions.

Deal yourself a bigger hand in your claims

process. For information, write Hartford Specialty
Company, Hartford Plaza, Hartford, Conn. 06115.

Don't make a decision on any specialty busi-
ness without a quote from Hartford Specialty.

HARTFORD
SPECIALTY ../
Performance is our specialty.

Hartford Specialty Company An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting and risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.



i Security Guard, Detective and
Patrol Services - Burglar and
Fire Alarm Monitors and Installers

HASNT

ANYBODY

TOLD

YOU

ABOUT

COVER X...?

I f you have a current or potential client involved in security work and haven't
told them about CoverX Corporation, odds are your competitor will.

As one of the leading underwriters of this class of business in the U. S.,
CoverX has the necessary exile lise, facilities and authority to provide the
prompt, efficient and competitive responses required by both broker and insured.

Our comprehensive liability Froduct, together with limits of liability up to
$5,000,000 (in most States) makes a CoverX quote a must for any insurance
professional.

For further information or aoplications cal: or write .

COVER- CORPORATION
30161 Southfield Road, Southfield Mich. 48076 - Tel.: (313) 644-3200, Telex 23-5635

You want

faster settlement service

... another reason to call in

The Periodic Payment ProfessionalsSM

datebook

JULY 10-15. Seventh Annual National Sympo-
sium on Workers Compensation in Orono,
Maine, sponsored by the University of Maine;
$375, Helen Thomas, 1721 Pine St., Philajelphia,
Pa.; 215-735-0205.

JULY 11-15. Fundamentals of Modern Safety
Management course in Seattle, Wash., spz,nsored
by the International Loss Control Institu.e; $625.
ILCI, P.O. Box 345, Loganville, Ga. 30249; 404-466-

2208.

JULY 1145. Total Loss-Control Management
seminar in Houston sponsored by the Interna-
tional Safe:y Academy; $585. ISA, 105-5 Katy
Freeway, P.O. Box 19600, Houston, Texas 77224;

713-932-9400.

JULY 18-19. Computer Security workshop in
New York, sponsored by the Computer Security
Institute: $495. Computer Security Institute, De-
partment IP, 43 Boston Post Road, Northkorough,
Mass. 01532: 617-845-5050.

JULY 18-20. Safety for the Oilfield seminar in

Houston sponsored by the Internationa Safety
Academy, $395. ISA, 10575 Katy Freeway, P.O,
Box 19600, Houston, Texas 77224: 713-932-9400.

JULY 18-22. Basic Safety Management seminar
in Chicago sponsored by the International Safety

Academy; $570. ISA, 10575 Katy Freeway, PO.
Box 19600, Houston, Texas 77224; 713-932-9400.

JULY 18-22. Safety Training Methods course in
Chicago, sponsored by the National Safety Coun-
cil: $495 for memberf $620 for non-members. Also

Sept. 20-24 in Chicago. NSC, 444 N Michigan
Ave., Chicago, Ill. 60611,312-527-4800, ext.283.

JULY 18-22. Safety Evaluation for Sir.gle Lo-
cation Personnel conference in Seattle Wash.,

sponsored by the International Loss Control Insti-
tute; $625. ILCI, P.O. Box 345, Loganv ile, Ga.
30249,404-466-2208.

JULY 21-23. LaborManagement Trustees and
Administrators institute in Toronto, sgonsored
by the International Foundation of Employee
Benefit Plans; $390 for members; $465 .or non-

members, Also Aug. 15-17 in Seattle. IFEBP,
18700 W. Bluemound Road. Box 69, Brcokfield.

Wis. 53005; 414-7864700.

JULY 25-28. An Ergonomics Approach to Ma-
terials Handling basic and advanced seminars in
Houston, sponsored by the International Safety
Council; $375. ISA, 10575 Katy Freeway, 2.0, Box
19600, Houston, Texas 77224; 713-932-9400.

JULY 25-29. Fundamentals of Moderr Safety

Management course in Atlanta. sponsored by the
International Loss Control Institute; $665. ILCI,

P.O. Box 345, Loganville, Ga. 30249; 404-466-2208.

JULY 27-29. Risk Management in Environ-
mental Health & Protection summer institute

in New York, sponsored by New York University:
$400. Summer Institute in Risk Management in
Environmental Health & Protection, C-raduate

School of Public Administration, New York Uni-

versity, 4 Washington Square N.. New Ycrk, N.Y.
10003; 212-598-3133.

JULY 27-30. Corporate Benefits Mangement
conference in Monterey, Calif. sponsored by the
International Foundation of Employee Benefit

You get faster results because our multi-talented

professional staff excels in every aspect of personal

t injury case settlement: analysis, medical reviews,

negotiating strategies, economic projections, plus

complete financing packages and closing documen-

tation. With all this flexibility, you get the quick

results you want, and that saves costs when you

call in The Periodic Payment Professionals.

Our professional %tiff helps resolve: your m ,st difficul. cases
faster and at 11'MA ('(Ist.

Benefit Designs, Inc.
The Periodic Payment Professionals"

4522 Montgomery Road
RO. Box 12009

Cincinnati, Ohio 45212

513/396-7100

(Outside Ohio: 800/543-4698)

Plans: $470 for members; $545 for non-members.
IFEBP, 18700 W. Bluemound Road, Box 69,
Brookfield, Wis. 53005; 414-786-6700.

JULY 28-30. Florida Surplus Lines Assn. an-
nual convention in Boca Raton, Fla.; $125 for
members and associate members: $150 for non-
members. Philip R Cree, Florida Surplus Lines
Assn.,PO. Box 343800, Coral Gables, Fla. 33114;
305-448-2211.

AUG. 3-6. Public Employees conference in Seat-
tle, sponsored by the International Foundation of
Employee Benefit Plans; $390. IFEBP, 18700 W.
Bluemound Road, Box 69, Brookfield, Wis. 53005;
414-786-6700.

AUG. 4-6. Public Sector Pension and Health
and Welfare Benefit Plans conference in Seat-

tle, Wash., sponsored by the International Foun-

dation of Employee Benefit Plans; $390. IFEBP,
18700 W. Bluemound Road, Box 69, Brookfield,
Wis. 53005; 414-786-6700.

AUG. 8-12. Basic Safety Management seminar
in Houston, sponsored by the International Safety
Academy; $570. ISA, 10575 Katy Freeway, P.O.
Box 19600, Houston. Texas 77224; 713-932-9400.

AUG. 8-12. Loss Control Management course in
Atlanta, sponsored oy the International Loss Con-
trol Institute; $625. ILCI. P.O. Box 345, Loganville,
Ga. 30249; 404-466-2208.

AUG. 9-12. Employee Assistance Program-
ming fifth biennial Canadian conference in To-
ronto, sponsored by Humber College; $100 per day
or $235 for entire conference. Input'83 Headquar-
ters, Professional and Management Development,
Humber College, Box 1900, Rexdale, Ontario, Can-
ada M9W 5L7, 416-675-7420.

AUG. 15-19. Professional Consulting in Safety
and Loss-Control course in Atlanta, sponsored by
the International Loss Control Institute; $625.
ILCI, P.O. Box 345, Loganville, Ga. 30249; 404-466-

2208.

SEPT. 11-14. Society of Chartered Property and
Casualty Underwriters 39th annual meeting in
New York: $225 Society of CPCU, Kahler Hall,
Providence Road, CB #9, Malvern, Pa. 19355; 215-
648-0440.

SEPT. 1244. Techniques of Risk Management

conference in Chicago, sponsored by the Risk &
Insurance Management Society. $345 for mem-
bers; $445 for nor.-members. Editorial Depart-
menu, RIMS, 205 E. 42nd St., New York, N.Y.
10017: 212-286-9292,

SEPT. 21-23. Reinsurance Concepts conference

in Chicago, sponsored by the Risk & Insurance
Management Society; $445 for RIMS members,
$545 for non-members- Editorial Department,
RIMS, 205 E. 42nd St., New York, N.Y. 10017,212-

286-9292.

SEPT. 21-24. International Benefits seminar in

San Francisco, sponsored by the International
Foundation of Employee Benefit Plans; $470 for
members; $545 for non-members. IFEBP, Box 69,
18700 W. Bluemcund Road, Brookfield, Wis.
53005; 414-786-6700.

SEPT. 25-28. International Assn. of Industrial

Accident Boards & Commissions 69th annual

convention in Atlanta, sponsored by the associa-
tien; $160 for members; $220 for non-members.

James C. Pullin, IAIABC Convention-83, c/o
Georgia Workers Compensation Building. 100 S.
Omni International, Atlanta, Ga. 30335; 404-656-
2048.

SEPT. 25-29. National Association of Life Un-

derwriters annual convention in Chicago, spon-
sored by the association. $125; $105 before Aug. 1
NALU Convention Registration, 1922 F St. N.W.,

Washington, D.C. 20006; 517-372-5148.

SEPT. 26-28. Valuation seminar in Long Grove,
Ill., sponsored by the Kemper Group; $300. W.P.
Thomas Jr., NID (HPR) A-1: Long Grove, Ill.

60049.312-540-338£.

SEPT. 27-OCT 1. Safety Management

Techniques course in Chicago, sponsored by the
National Safety Council: $545 for member; $680
for non-members NSC, 444 N Michigan Ave.,
Chicago, Ill. 60611; 312-527-4800, ext. 283.

SEPT. 29-OCT. 1. Sixteenth Annual Canadian

Conference in Lake Tahoe, Nev., sponsored by
the International Foundation of Employee Benefit

Plans; $390 for members; $465 for non-members;

optional preconference programs offered at an ad-

ditional charge. IFEBP, 18700 W. Bluemound
Road. Box 69, Brookfield, Wis. 53005; 414-786-
6700.

OCT. 3-5. Techniques of Loss Control confer-
ence in Chicago, sponsored by the Risk & Insur-
ance Management Soeiety; $345 for members; $445
for non-members. Editorial Department, RIMS,
205 E. 42nd St., New York. N.Y. 10017; 212-286-
9292-

OCT. 3-7. Property Conservation course for
property owners in Long Grove, Ill., sponsored by
Kemper Group; 5400. Also Nov. 7-11 in Long
Grove, Ill. W.P. Thomas Jr., CHPR), A-l, Long
Grove, Ill. 60049: 312-540-3380.

OCT. 9-12. EDP Institute in Palm Springs, Calif.,
sponsored by the International Foundation of Em-
ployee Benefit Plans, $390 for IFEBP members;
$465 for non-members. IFEBP, 18700 W. Blue=
mound Road, P.O. Box 69, Brookfield, Wis. 53005;
414-786-6700.

OCT. 17-19. Fundamentals of Insurance confer-

ence in Toronto, sponsored by the Risk & Insur-
ance Management Society, $345 for members; $445
for non-members. Editorial Department, RIMS,
205 E. 42nd St., New York, N.Y. 10017; 212-286-
9292. /



Manufacturers to benefit
from Illinois court decision

By STEPHEN TARNOFF

SPRINGFIELD, Ill.-Manufac-
turers sued under Illinois law will

benefit from a recent decision by
the state Supreme Court that ex-
tends the doctrine of comparative
negligence to strict liability tort
suits.

But defendants will still have to

face another legal doctrine they op-
pose-joint and several liability-
even in comparative negligence sit-
uations, the court said.

Under comparative negligence,
also known as comparative fault,
juries apportion liability according
to the relative fault of the parties.
Illinois approved the doctrine in
negligence actions in 1981 but had
yet to rule on its application in
strict liability suits.

Under strict liability, a manufac-
turer or seller that puts a product
into the marketplace in a defective
condition and that is unreasonably
dangerous to consumers is subject
to liability for injury the product
causes. Attention is focused on the

product rather than the conduct of
the defendant.

In joining with the majority of
states that favor the use of com-

parative negligence in strict liabil-
ity, the court said that the basis for
strict liability suits would not be
undermined.

"The.manufacturer's liability re-
mains strict," the court said. "Only
its responsibility for damages is les-
sened by the extent the trier of fact
finds the consumer's conduct con-

tributes to the injury.
"We believe that equitable prin-

ciples require that the total dam-
ages for plaintiff's injuries be ap-
portioned on the basis of the rela-
tive degree to which the defective
product and plaintiff's conduct
proximately caused them," it
added. "Accordingly, we hold that
the defense of comparative fault is
applicable to strict liability cases."

The manufacturer in the case,
J.L.G. Industries Inc. of McConnells-

burg, Pa., argued that if comparative
negligence were adopted in negli-
gence situations, it should also be
available in strict liability actions.

It was opposed by the estate of
the plaintiff as well as the Illinois
Trial Lawyers Assn., which argued
that applying the doctrine in strict
tort liability situations would give
an unfair advantage to manufac-
turers.

According to the court, five
states-Colorado, Nebraska, Okla-

homa, Rhode Island and South Da-
kota-have said comparative negli-
gence will not apply in strict liabil-
ity actions. Eighteen others have
said it is applicable.

With respect to the court's deci-
sion on joint and several liability,
the court said it would be unfair to

plaintiffs to abolish it.
Under joint and several liability,

an injured plaintiff can sue all,
some or just one of the defendants
responsible for an injury for the
full amount of the damages.

"Were we to eliminate joint and
several liabiity as the defendant
advocates, the burden of the insol-
vent or immune defendant would

fall on the plaintiff," the court said.
"In that circumstance, plaintiff's

damages would be reduced beyond
the percentage of fault attributable
to him. We do not believe the doc-

trine of comparative negligence re-
quires this further reduction."

The court, citing 17 states, said
the "vast majority" adopting com-
parative negligence have retained
joint and several liability.

The case originated when Clif-
ford M. Jasper died as a result of
injuries that occurred in January
1978 in Peoria, Ill., while he was

operating a hydraulic aerial work
platform manufactured by the de-
fendant. His estate sued the defen-

dant under the state's survival and

wrongful death acts based on a
strict product liability theory.

The defendant argued that both
the plaintiff and the plaintiff's em-
ployer, V. Jobst & Sons Inc. of Peo-
ria, were guilty of comparative
negligence.

A spokesman for the Illinois
Manufacturers' Assn. said manu-

facturers were gratified that the
court decided to change strict lia-
biity rules.

"On balance it was a good deci-
sion," the spokesman said. But he
disagreed with the court's uphold-
ing of joint and several liability,
which he called "an abomination as

applied in some cases."
The case, Coney vs. J.L.G. Indus-

tries, will now continue in a state
court in Peoria. .
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Coming Up!
Loss Prevention

Protecting People Issue Date: July 18; Ad Closing: July 6

Protecting Property Issue Date: July 25; Ad Closing: July 12

New York:

220 East 42nd Street, N.Y. 10017 (212) 210-0133
Chicago:
740 Rush Street, IL 60611 (312) 649-5275

Los Angeles:
6404 Wilshire Blvd., CA 90048 (213) 651-3710

Reporting weekly for corporate risk,

employee benefit and financial executives.

The company that had
years of international

insurance experience
before it existed is now

one year old.
If you write overseas coverage for US. businesses or

US. coverage for overseas companies, you really should
get to know AEGEN International.

We pool the re-
sources and experience c                                                                                                       . I 'll - I e EF. - 7

of three of the oldest and f *.ER ' ·.j..1,7

R...

biggest names in insur- 1- \=939 1 I I Iance: itna Life & Cas-

ualty, Generali of Trieste, A:FIN INTERIVATINLINC.
and Taisho of Tokyo.

«A Wilgam *eet
Thanks to our inter- 6 ¥ork• 10035 + f}- 33=

*lu.18"**48"RES'national network, we can
offer you very competi- ..    J

tively-priced insurance in >: '&over 70 countries. Or, we'll make special arrange-
ments for you anywhere from Pole to Pole.

So why not dial David Benson, Presi-
dent, Dennis Fassett or Frank Makovec,
Vice Presidents at (212) 285-8080 and ask
for a no-obligation review of any risk package .--'.L....

you're handling.
We think you'll find our claim of being . .: ,-j„. I. I

competitive in service and price is no mere claim. -...

AEGEN.The Foreign Policy Experts. .:..
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Proposed Illinois comp changes unlikely
By CAROL CAIN

SPRINGFIELD, Ill.-An at-
tempt to change a section of the Il-
linois Workers' Compensation Act
that requires the Illinois Industrial
Commission to prepare written de-
cisions appears to be dead.

Capitol observers say the mea-
sure, which was tabled May 27,
could be tacked on as an amend-

ment to some other bill before the

end of the session tentatively slated
for June 30. But, they add that's
unlikely because labor and man-
agement still disagree about the
provisions of the bill.

The bill also would have ex-

tended a cap on permanent partial
disability benefits to April 1985.
Those benefits are now frozen at

the current level until Dec. 31.

H.B. 2172, sponsored by Rep. E.J.

'In some instances, the case decisions

are extremely helpful in pinning down
the value of a particular case. In others,
they are worthless,' attorney Michael

E. Rusin says.

Giorgi, D-Rockford, would have
eliminated the requirement that
commissioners and arbitrators

hired by the Industrial Commission
prepare written decisions, to detail
the reasons behind those decisions

and include findings of fact and
conclusions of law.

The commission has only been
required to write detailed decisions
since 1980. Before then, arbitrators
and commissioners filled out a

form that stated the decision, but
gave no explanation.

According to statute, the written
decisions must be published and are
used as precedents in subsequent
cases, said Michael E. Rusin, an at-

torney with Rooks, Pitts, Fullagar
& Poust, a Chicago-based law firm
with a specialty in workers com-
pensation. Mr. Rusin made his
comments during a workers comp
seminar last month in Medinah, Ill.,

which was co-sponsored by the law
firm and the Illinois Manufactur-

ers' Assn.

"A body of case law is forming
upon which we should be able to
rely in evaluating cases. In some
instances, the case decisions are ex-

tremely helpful in pinning down
the value of a particular case. In
others, they are worthless," Mr.
Rusin said.

"Part of the problem is that the
commission has not clearly estab-
lished what factors are most impor-
tant in the evaluation of a case. For

years, we have proposed that the
commission adopt or the Legisla-
ture enact a set of medically recog-
nized standards to evaluate disabil-

ity. However, neither has done so."
Representatives from manage-

ment and labor met severa_ times

in recent weeks trying to arrive at

Loss Prevention.

It comes first.
Identifying potential losses is the very first rung on the
risk management ladder. To assure that business will
proceed profitably and without interruption,
knowledge of loss prevention techniques and trends is
a top priority.

That's why corporate executives who are looking
for ways to safeguard human assets as well as
property will turn to Bl's Loss Prevention feature issues
as a top priority.

On IULY 18 and JULY 25 the editors of Bl will focus in
on two vital aspects of loss prevention -
-Protecting People" ... -Protecting Property."

Bl's more than 115,000 influential readers will
peruse these spotlight reports in search of an ounce of
prevention to minimize costly losses. Within these
issues, they'll find information on the latest loss
prevention techniques ... ways to reduce costly
hazards in the workplace ... techniques to promote
employee well-being on and off the job ... methods of
identifying potential losses in operations... and more.

To the executives responsible for risk management
and financial decisions, your message is every bit as
vital as the articles and features they'll be reading in Bl.
After all, buying loss prevention products and services
is one of their most important professional
responsibilities.

Loss Prevention. It comes first.

Call Bl now to reserve your advertising space.
Ad closing for -Loss Prevention: Protecting People" is
luly 6. Closing for "Loss Prevention: Protecting
Property" is lulv 12.

You've got everything to gain by advertising in Bl's
Loss Prevention issues.
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an agreement on the language of
the bill, but were unsuccessful.

Employers believe that if com-
missioners and arbitrators must

give reasons for their decisions,
there will be fewer outrageous
awards, said Steven Rosenbaum,
assistant manager of labor relations
for the Illinois Chamber of Com-

rnerce.

One possible compromise to the
stalemate discussed by labor and
management would eliminate the
written decision requirement but
allow either side to ask and receive

answer5 to five questions.
Another proposal would make

the written decisions discretionary,
while still another would have re-

quired the written opinions only
when either side made that request.
This last proposal would have pres-
erved the integrity of formulating
precedents, but would have elimin-
ated the routine and repetition on
minor cases, said William Dart,

director of government affairs with
the Illinois Manufacturers Assn.

Proponents of the legislation
note that lengthy and time-con-
suming written decisions are a con-
tributing factor to the backlog of
cases at the Industrial Commission.

Norman Brown, acting chairman
of the commission, said it would be

inappropriate to comment since
labor and management still were
negotiating a compromise. But he
noted that there were several fae-

tors contributing to the backlog of
cases at the commission, explaining
the requirement for written deci-
sions was just one of them.

Another commissioner, Ralph W.
Miller, who supports written deci-
sions, said the backlog stems from
the resignation of former Commis-
sioner Rebecca Sehneiderman. Not

only were all the cases she was
hearing turned over to the remain-
ing commissioners, but the full
commission is now short one vote

to expedite cases, he said, explain-
ing that each decision required the
vote of three members of the five-

member commission.

The volume at the commission is

quite heavy, Mr. Miller said at the
IMA conference. Thirty to 60 cases
are set for oral argument each
week, he said.

Written decisions give guidance
to the commission's 24 arbitrators,

he said, noting that each has a dif-
ferent style and there's no unifor-
mity.

Written decisions made by an ar-
bitrator that go to a commissioner
for review will give that commis-
sioner an idea about what the arbi-

trator was thinking, Mr. Miller
said. Decisions that are written by
commissioners will provide back-
ground in cases that go on to trial,
he added.

"This is the first time that the de-

ciders have to think about what

they're deciding," Mr. Miller said.
"I'm concerned that there not be a

weakening of the written decision.
"If we lose or severely weaken

the written decision, it will detract

from the quality of decisions and
would take a long time to be res-
tored."

Before the 1980 amendment to

the Workers Compensation Act re-
quiring the written detailed deci-
sions, Illinois was an oddity com-
pared to neighboring states and
other industrial states. Indiana,
California, New York, Wisconsin,
Michingan, Minnesota, Iowa, Ore-
gon and Washington are among
states surveyed by Business Insur-
ance that require workers compen-
sation authorities to write reasons

for their decisions, including find-
ings of fact.

"I can't think of a major indus-
trial state that doesn't require it," a
spokesman for the Wisconsin
Workers Compensation Division
said. Decisions are "articulate and

informative," he added. i



Uubmen ma U,Unle, d une 10, 1300 / DE,

Civil rights suits threaten all cities: Attorney
Continued from page 3 Then it should mandate not only an In fact, such an action could prompt rights case," he said dered, and do not ask for such The
who hire the police officer " initial training program for offi- a lawsuit Whenever the good name of a hearing is Just for the record in case

Cities' response to this increased cers, but also continuing education "It is a violation of the Civil public official is called into ques- of trial
civil rights exposure has been to through videotaped sessions Rights Act if a man's good name is ton, the city should have a name- "Then, if a lawsuit is filed assert-

tighten hiring, firing and training The department should also keep besmirched," Mr Schirott said "If clearing hearing ing that the official was stigma-
processes a record on each officer that shows a police officer is fired and claims "The law says that a man has the tized, I assure you you will be in

"There was a time when a police the training programs that officer his name is tarnished such that he right not to have his good name good stead," Mr Schirott said
officer was hired because he was has attended cannot get another Job in the public taken away without due process So In any civil rights action that
Billy Bob's cousin," Mr Schirott 4 -Thisisvery importantin litiga- sector, hewillfileacivilrights suit you should concern yourselves comes to trial, the municipality

' said, "and received no firearm tion," Mr Schirott said "You can "And the press will always want with due process," Mr Schirott ad- should consider the possibility of
training That Just won't cut it any- reduce by 70% an adverse decision to know why you let such and such vised settling out of court.
more " in a civil rights case by proving you an official go,"'he added "That's A name-clearing hearing is the

Mr Schirott went on to say it is gave the officer proper training In where you get in trouble It's OK to Supreme Court "out" in these types 44The victory that came with
"irresponsible to hire a police offi- fact, the case may not get to trial, say, 'Well, it Just didn't work out ' of firing instances, he said "What stonewalling a case that would
cer without administering a psy- which is exactly what you want " But it's not OK to say, 'The official you are doing is making a record have cost $5,000 to settle out of
chological test " And after a public entity hires was dishonest-we found his for alawsuit " court will not be very sweet when

To protect itself from civil rights and trains an employee only to dis- daughter had driven a municipal- Often a name-clearing hearing you have to pay $45,000 in court
litigation, Mr Schirott recom- cover he is causing trouble that will owned vehicle 300 miles away ' will mean that a civil rights case fees," Mr Schirott said
mended that the police department result m civil rights suits, firing "If a statement is made like 'dis- filed by a public official never Mark Ferraro, risk manager for
have a rigorous screening program him is not necessarily the solution honest,' you've definitely got a civil makes it to trial the city of San Antonio, agreed

"We evaluate how much it costs in

I Carefully study all exclusions
According to Mr Schirott, the attorney fees and then usually Just

ingredients for a good name-clear- settle out of court," he said
ing hearing are "Also, if you offer to settle out of

• Expediency Part of the es- court and the plaintiff rejects your

on public liability forms: Broker sence of due process is swift action offer," Mr · Schirott said, "the
Notify the official by registered plaintiff will have to pay all legal
mail that a hearing is planned This expenses you incur after the offer
way he can't deny receiving notifi- is rejected if the Judgment is less

By SALLIE J. DRURY mental pollution is excluded, you "And if your school board has a cation Give him every opportunity than your settlement offer
want to make sure accidental and tendency to sue you, you will want to call witnesses on his behalf 4,There is no advantage to stone-

ST PAUL, Minn -The gasps sudden is covered," Mr Foerster to keep them on a separate policy • Make sure a court reporter is walling," Mr Schirott said "The
were audible as some public risk added So communicate your own unique present You want an accurate rec- most important factor in determin-
managers realized they had not One other common exclusion needs to your underwriter " ord of the hearing so there is no ing whether there lS going to be a
thoroughly read their public offi- was termed "an underwriting re- Also important to review are the question that the official was given multiplier applied to attorney's fees
cial liability policies venge" by Mr Foerster policy limits Mr Foerster urged adequate opportunity to defend his is the length of the trial It's im-

"Read the policies yourself," said "Excluding failure on the part of risk managers to look for two items good name perative that you not let litigation
Kurt T Foerster, an account execu- the insured to effect and maintain in particular • Let every concern come out in go on too long If you must go to
tive with Markel Service Inc of insurance is an underwriter's way "First, look for stacking," he ad- the hearing Don't let your attorney court, get the case out as quickly as
Richmond, Va "Policies range of revenging risk management," he vised "If the limits read that the object on the grounds of relevancy possible
from excellent to pathetic, it ap- said deductible is applicable to each Again, if the official is given an ex- "But, if you are good risk manag-
pears not many people are reading After carefully reading the ex- claim whether arising out of one cellent chance to clear his name, he ers and make sure your officials are
them " clusions, risk managers must then loss (occurrence) or not, that could cannot sue well-trained, and if you see to the

With the increasing number of be sure they read the rest of the mean that your $30 deductible, • Make sure the official knows expeditious treatment of cases, nei-
lawsuits naming municipalities and policy carefully, too, Mr Foerster when applied to 1,000 people in- his rights to appeal ther you nor your public officials
their officials as defendants in pub- said Jured in one loss, is actually $30,000 • Remember you are not there will be running scared," Mr
hc official liability cases, Mr Foer- "A risk manager has more con- Is that crooked? I'm not sure to have conclusions of law ren- Schirott concluded

ster's session was one of the most trol over what iS in his policy than Mr Foerster also recommended

widely attended at the Public Risk you might realize," Mr Foerster that the policy have a clause speci-
& Insurance Management Assn 's said "Deal directly with your un- fying that the insurance company

I annual conference derwriter and even with the claims cannot settle a claim without the

people The more information you consent of the policyholder, he
In the session, Mr Foerster tell your underwriter, the more it said When EPA Compliance

guided participants through a affects your premium (for the bet-
point-by-point scrutiny of a hypo- ter) " The,hypothetical policy Mr

1 thetical public official liability pol- Foerster used said that the insurer Just Isn't Enough
I ley The first step in looking at a could "at its sole option and without

"Read the exclusions very care- public official liability policy, Mr the consent of the Insured" settle
fully," Mr Foerster said "They are Foerster said, is to determine any claims or suit involving the

Insurance
1 the most important part of the pol- whether it is occurrence or claims- limits of liability Further, the pol-

iey There are lots of exclusions in a made icy stated that "the insured shall
standard policy "If the policy is claims-made promptly reimburse the company

I that you can '1,*« '«i#*4 most states require that it be for retained limits and the
change for little stamped in red on the top of the amount in excess of the

 or no premium policy, he said "The good ones limits paid by the company on
, increase, and E i
t that you had

even have it stamped on the cover, the insured's behalf "
although that's not common "Look out'" Mr Foerster said

better change " "But be careful," he admonished, "Don't let anyone do this "
Mr Foerster * "because not every policy has "That's on my policy'" the risk

» m

f
demonstrated A 4% Av< 'claims-made' stamped on it any- manager of a Northern California

, through the hy- a where I saw one policy that noted county gulped when he realized he
4 -1 1.hi- 1

I pothetical policy it on the last line of an addendum had let someone "do this" to him

some of the ex- Mr. Forester stapled to the back page " Mr Foerster also pointed out that 't 1-

I posures com- Next, Mr Foerster said, examine risk managers must know what 1».

monly excluded A public risk the language of the insuring agree- constitutes a bona fide claim ac-
&- ---

--

manager with a sharp eye will have ments "Do you see the word 'in- cording to the policy and what the
 these exposures included immedi- demnify' in your policy, as in 'The cancellation provisions are Your PCB-contaminated transformer was in the EPA specified
I ately, he said company will indemnify the in- "The solution to adequate cover- 50-500 ppm range Are you aware of the potentially disastrous
1 "Coverage for claims against sured '9 That means your un- age is simple Read the policy, ask consequences of a leak spill, or fire')

(public entity) attorneys and other derwriter is saying, 'When you questions, and don't let an agent or
• Reluctance to repair faulted units over 50 ppm

professionals while in the scope of have a claim, you pay and then get underwriter push you around," he
their professional duties and police back to us Then we'11 let you know said • Burial of faulted units over 500 ppm

1 while m the course of their official if it's covered "Then, once you know what is • Legal threats resulting from PCB leaks or spills near

duties is rapidly disappearing on and isn't covered and are satisfied, waterways or sensitive areas

policies, but can and should be Another important part of the remember these street tips Consider the increasing focus on PCB by-products - DIOXINS
added in," he said policy is the extension it may or • "Try to get the highest limits AND FURANS As toxic -suspicions" today tomorrow's standards

may not grant on the discovery pe- you can Premiums will continue to
/ may define them as expected or foreseeable liabilities EPA

1
Also, an action by another po- riod of a claim What this section of drop for a while, so get broad cov-

litical subdivision against the in- the policy says can be very impor- erage compliance will not free you from unexpected risk - perhaps At

sured alleging improper use of tant to a risk manager when he • "Have a list of markets and get Your Expense if under a deductible

funds lS often excluded, but with converts from a claims-made policy lots of quotes Sunohio's PCBX can RECLASSIFY YOUR TRANSFORMERS TO
I the growing number of JPAs (joint to an occurrence policy • "Make sure you read your um- BELOW 50 PPM decreasing your exposure to toxic damage

powers authorities), such an expo- If the insurer only offers you a brella form-it may not cover any claims leaving usable oil and the transformers safe for repair
i sure should not be left open 12-month extended discovery pe- more than your other policies

"An underwriter also will try to riod, you don't have to settle for • "If you have an occurrence Contact Sunohio - the high voltage expert in electric power

1 exclude liability for interruption of that, says Mr Foerster "Many poli- form, the problem of tails is taken systems

j the electrical fuel, power or water cies will give you up to three years care of if you have good limits But
1 supply for the same cost " if you have a claims-made form,

"Every tor,' 'and; comma and Mr Foerster recommended risk there is a problem with conversion
semicolon has meaning," he managers carefully scrutinize what and prior acts For a claims-made

 warned "Are there exclusions on the policy says it Will cover "Are form, get as broad coverage as pos- . 1700 GATEWAY BLVD ,SE / CANTON OHIO 44707

i your policy that, when enu- your volunteers included in the sible for prior acts (216) 767 3411 OR (216) 452 0837

merated, mean tough luck on policy? You may have a volunteer 0 44Consider separate policies for Ilq r 'j( / 1\1 11 '

wrongful acts, Check with your fire or police service That could be specialty areas for the bpst overall·
underwriter And when environ- a major exposure coverage " .

4 1
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Construction Counsellors

Does your Company require someone to sound out your problems-To find
solutions-To lelp identify alternative options-To solve your dilemmas-To
recommend administrative procejures which will simplify and organize your
current 6perations and provide tte means for orderly expansion-To supply ac-
counting and insurance systems which control your cash flow anc add to your
profits-To review every phase of your work efforts and to identif, weak-
nesses, risk factors, causes for oost overruns, organizational deficiencies and
other elements that insidiously plague you as an Entrepreneur.

Construction Counsellors offers a billion dollars of "trouble shooting, " claim
development, and management exprience to you at reasonable charges. We
can guide you in every phase of your business-and do it now to fit your imme-
diate needs.

Call

Construction

Counsellors

for:

Troubleshooting
Administration

rinancial Management & Cost Ccntrol
laims Preparation, Production aid Processing
_itigation Defense

)esign Review & Critique
3idding and Estimate Procedures
3asic Scheduling CPM Analysis
Buyout and Purchasing Subcortracting
Operations Control Protective Procecures
'nsurance Review and Placement

Construction Management
Arbitration of Disputes

Get the help you need by contacting:

 Construction i 118 Mill Road

Park Ridge, N.J. 07656

. Counsellors,Inc. Attention: Robert Jame; Frankel
1201) 930-0308
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Municipalities must be heard
on legislation: Pool director

By SALLIE J. DRURY

ST. PAUL, Mir:n.-If members

of putlic self-funded insurance
pools ion't want ac verse legislation
and regulations forced on them,
they'c setter speak up.

"The only way to have an effec-
tive impact on legislation is for
every member (of a pool) to stand
up and be heard," David C. Epps,
executive director of the Missouri

Intergovernmental Risk Manage-
ment Assn. in Colimbia, told a ses-
sion of the Public Risk & Insurance

Management Assn 's fourth annual
conference June 1-4.

"It has an impact because it puts
the heat on," he said. "Legislators
don't like to hear from the people
at horn because they have to listen
to them. The people back home put
those legislators in office."

Mr. Epps noted there are at least
seven legislative areas that should
concern municipal pools today:
workers compensation, govern-
mental immunity, statutes of limi-
tation. public purchasing, antitrust,
public safety and pool regulation.
And, above all else, pool adminis-
trators are worrying about regula-
tion.

"Regulation can make or break
us," Mr. Epps said. "We would
rather have input into regulation
than have it foisted on us."

To be able to have that input,
pool members mus- be ready to slug
it out with the pros-the lobbyists
and pfit.cians whi make a career
of the legislative process.

First pool members must under-
stand the legislasive process to
know when the bill is most recep-
tive tc change.

Furthermore, a pool must know
who can most effectively voice its
interes-3 before the legislature.

Finally, a pool must at all times
be infirmed of legislative activities
so it knows when bills that, affect

pool anivities are being considered.
"The first area where a bill can

be influenced is when it comes into

the Hoise and is assigned to com-
mittee," Mr. Epps explained. "It can
be hard to find out when the com-

mitte€ nearing is held, so be persis-
tent.
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"After that, the bill is placed on a
perfection calendar before it is
passed on to the Senate--another
key area where it can be in-
fluenced."

The best place to influence a bill
is in the house of origin. "Amend-
rnents have to be referred back to

the bill's house of origin before the
bill can be passed," he said. "And
sometimes the bill will just d.e."

Once a bill passes the HoL-se and
Senate, "chances are practically nil
that you can impact on it when it
gets to the governor," he said.

To effectively influence the bill
at these key points requires knowl-
edge, Mr. Epps said. "Ge: a di-
rectory of state, district and county
officers, if one is available in your
state. Get the official mar-ual of

your state with a biographical
sketch of every official."

Pool managers want to pjnpoint
the legislators who are residents of
communities using the pool. These
officials are a pool manager's best
bet in supporting the pool s con-
cerns.

"Local government officials are
the best way to carry your concerns
to the legislators because they will
listen to you and they carry some
weight," Mr. Epps said. "Profes-
sional lobbyists have a briefcase
full of bills, and if something more
interesting than workers ccmpen-
sation comes along, they likely
won't work as hard for your con-
cerns."

"A paid lobbyist who travels to
the state capitol does not have the
same impact as an elected official
who volunteers his time for your
cause," agreed Bradley K. Harmes,
deputy director of the Virginia Mu-
nicipal League.

Mr. Epps also urged pool manag-
ers to prepare their representatives
well. "Don't let them get up there
to argue for your interests without
any ammunition," he said.

"We like to get copies of the bill
to the working folks (pool mem-
bers)," Mr. Harmes said. "If it's on

workers compensation, we like to
get copies to all the benefit manag-
ers.

"Then don't just leave a bill with
your staff. Give your representa-
tives a tick sheet and a summary of
concerns. Be resourceful for:hem."

Another method of utilizing local
officials to lobby for a pool's cause

is to find out how all legislators
voted on a bill. "That can have a tre-

mendous impact," Mr. Epps said.
"The success of our letter campaigns
(in Missouri) is unbelievable."

As important as knowing who
can influence a bill is to know
when a bill will come before a

hearing. "You must keep daily tabs
on what the legislature is doing,"
Mr. Epps said.

"A bill eroding sovereign im-
munity bill slipped through be-
cause we didn't know what the leg-
islative schedule was," he said. "It
had been taken out of order and

had passed the Senate before we
knew what had happened." It
hasn't passed the House yet.

Mr. Epps suggested that pools
subscribe to a private legislative
service to know when bills are

slated to come before the House

and Senate, and subscribe to a di-

gest of legislative activity. "The di-
gests and schedules helped us tre-
mendously," he said.

When a pool is prepared to take
legislative action, it must gauge
whether that action will be active

or passive. "If your pool is part of a
municipal league with strong insti-
tutional backing, you can be more
aggressive," Mr. Harmes said. "If
you are independent, you must be
more careful. Work on building co-
alitions first so you have that strong
institutional backing."

Also, how aggressively a pool
should pursue its cause with legis-
lators depends on the political eli-
mate in the pool's state.

"Determine whether a special
law for pools would be beneficial or
restrictive," Mr. Harmes advised.

"Also determine whether you are
dealing with a strictly legislative
problem or whether you have a
whole other battle to fight on the
administrative side. How politically
sensitive are your administrative
officials?"

"We found one of the things that
made our lobbying effective was
our loyalty; we attended hearings
every time a bill came up and
showed our interest," said Janis P.
Scott, director of insurance for the

Kentucky School Boards Assn. in
Frankfort. "We also have the ap-
proach 'Let's do what's fair,' not
'Let's do what's best for manage-
ment or labor."' •

Benefits experts favor rewards
for workers delaying retirement

BROOKFIELD, Wis.-Social Se-
curity benefits should be increased
for employees who delay retire-
ment beyond 65, benefit experts
say.

But, they oppose the provisions
in the Tax Equity and Fiscal Re-
sponsibility Act that shift primary
health coverage of older workers
from Medicare to employer-spon-
sored benefit plans.

Those are just two of the opinions
expressed by the majority of 114
employee benefit plan administra-
tors, trustees and advisers answer-

ing the latest National Opinion
Panel survey conducted by the In-
ternational Foundation of Em-

ployee Benefit Plans.
Sixty percent of the respondents

said Social Security benefits should
be increased for those who retire

after 65. On the question of shifting
health coverage, 58% said coverage
should not be moved from Medi-

care to private plans.
On other issues, 49% of the re-

spondents are against the Reagan
administration recommenda:ion to

require employers to offer cata-
strophic protection as part of work-

ers health insurance benefits.

Forty-one percent are in favor of
the recommendation.

Sixty-six percent think em-
ployer-paid health insurance pre-
miums should not be considered

part of an employee's taxable in-
come, regardless of the coverage
level. Yet, more than half the re-

spondents felt that the availability
of such tax-free coverage levels is a
major cause of health care infla-
tion.

On health care inflation, 62% of
the administrators believe deduct-

ibles should be raised or employees'
portion of health insurance premi-
ums should be increased to contain

health costs.

Of those responding to the sur-
vey, 19% were management benefit
plan trustees, 17% were plan ad-
ministrators, 14% labor trustees,
12% attorneys and the remaining
38% were benefit plan consultants,
accountants, actuaries and invest-
ment counselors.

The National Opinion Survey is
conducted quarterly to measure the
attitudes of employee benefits ex-
perts on issues affecting that field. .



New PRIMA unit established
for municipal pool members

By SALLIE J. DRURY

ST. PAUL, Minn.-Self-funded
insurance pools for public entities
now have an association to repre-
sent their interests.

The Pooling Section of the Pub-
lie Risk & Insurance Management
Assn. was approved, its bylaws ra-
tified and officers elected at the
PRIMA conference earlier this
month.

The new section, which had 29
members in attendance at the first

meeting, will plan educational pro-
grams for pool managers, promote
the use of pools and have a voice in
legislation and policymaking, ac-
cording to Bradley K. Harmes,
president of the section and admin-
istrator for the Virginia Municipal
Group Self-Insurance Assn. in
Richmond.

"We don't have to sit back any-
more and hear statements issued in

our behalf that we didn't have any
input for," Mr. Harmes said.

"I look at this group as trying to
address the day-to-day concerns of
pool managers and administrators.
We are not interested in the pros
and cons of pooling," he continued.
"We are in the business and we
want to stay in the business and we '
want to help each other on a practi-
cal basis."

In addition to the ratification of

bylaws and election of officers, the
section also considered voluntary
pool management standards that
had been drafted by a committee.
Consultants were asked to com-
ment on the standards.

However, reactions to the volun-
tary standards were mixed.

"I think this is just the kind of
thing this group should be coming
out with so those of us who are just
getting into this can have some
guidelines," one pool manager said.

"You need these standards to

protect your own interests," added-
Bud Griffin, chief executive officer
of risk management consultant
Warren, MeVeigh & Griffin Inc. in
Newport Beach, Calif. "There are
pools out there that are going to fail
soon because they don't have ade-
quate reserves. As soon as these
pools fail, they'll slap regulations
on all of you unless you can prove
you have standards."

"I for one feel this (set of pro-
posed standards) could cause con-
siderable problems," countered
Gregory Berg, vp of Connecticut
Interlocal Risk Management
Agency.

"A copy of this could get into the
hands of the independent (insur-
ance) agents or the office of the in-
surance commissioner or even pro-
spective members when we are
marketing our pools and they could
demand we meet everything out-
lined here. So, it could cause con-
siderable problems even as an ad-
visory."

The standards were returned to

committee for redrafting and will
be reviewed at the next section

meeting, to be held at the 1984
PRIMA conference.

One of the section's major goals
for the upcoming year will be com-
munication, Mr. Harmes said. "We
would hope to get about 50 manag-
ers of pools that are in PRIMA to
take an active role in our section,"
he said. "And there are a number

of public sector pools that are not in
PRIMA. We are going to keep them
on our mailing list and maybe they
will see a benefit to coming to next
year's conference (since there is
now a pooling section), even if
PRIMA never appealed to them in
the past."

Besides Mr. Harmes, the newly
elected board of directors for the
section includes David C. Epps, ex-
ecutive director of the Missouri
Intergovernmental Risk Manage-
ment Assn., who was elected vp.

Elected to two-year terms on the
board were Eugene Berrodin, ad-
ministrator of insurance services
for the Michigan Municipal League
in Ann Arbor; Frank James, gen-
eral manager of the Redwood Em-
pire Municipal Insurance Fund;
and Ronald Rakich, executive
director of the Texas Assn. of
School Boards in Austin.

Elected to a one-year terms were:
Elizabeth Puddington, executive
director of New Hampshire School
Boards Insurance Trust Inc. in
Manchester, and Edward D. Han-
sen, risk manager for Intergovern-
mental Risk Management Agency
in Downers Grove, Ill.

Further information on the new

section can be obtained by writing
PRIMA, 1120 G St. N.W., Suite 707,
Washington, D.C. 20005.
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is our business.

Use this form, or the card in this issue, to enter
your subscription to Business Insurance.
Or call (312) 649-5221.

Business Insurance
Circulation Dept. 740 Rush Street Chicago, IL 60611
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.
(Check here.) Surface Mail. By Air.
USA [J $40
Canada Il$54 C $90
Bermuda (Air on/y) El$85
Europe/Middle East (Air on40 U $75
All other foreign 0 $54 Rates on request.
0 new subscription. 0 renewal. I payment enclosed.
0 bill me. 0 bill company.

name

title

oompany

nature of business

(please print)

1 business or 0 home address

city state/country zip/postal code

El Please send information on your special 25°/rolf group rate
for five or more subscriptions.

0 I prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.

Mall to: Business Insurance
Circulation Dept. 740 Rush Street Chicago, IL 60611

Multinational Benefits?
They're Greek To Us.

And Arabic ...
And Swahili ...

And Japanese ...

4
GMD speaks Multinational Benefits fluently
in 130 political jurisdictions.
Worldwide.

Ifyour employee benefit needs extend
overseas, you'll be glad to know we speak the
same language. The Group Management Divi-
sion (GMD) of American International Group is
the only organization in the country offering
Multinational Benefit programs through 130
wholly-owned or wholly-managed international
facilities. Our overseas personnel are nationals in
their countries. But they work for and report to
us. They speak to your employees in their
language. And we speak to you in yours.

If you'd like to apply a little English (or just
about any other language) to your Multinational
Benefits program, call Mr. C. C. Gamwell III, Vice
President,,at (2122 770-5060 or (212) 770-7407. Or

send him the coupon on the right.

& I

GMD Benefits the World

-L

''

*)

GAD
A Division of American International Group

Group Management Division
American International Group
70 Pine Street; New York, NY 10270

Please send more information on Multinational
Benefits.

I'm interested in: Il Group Life Il Group
Medical 0 international Pension Plans

l Group AD&.D Il LTD I Voluntary Life
Il Overseas Personal Liability Il Third
Country National Coverage Il Savings through
Multinational Pooling

Namp '11 tip

f-nmp:inv

Nature of Businr

Address

City, Slate 7ip

Telephone 1 3
8-6/13



32 / bunness insurance, June 13,1983

Some risk managers still skeptical of computers
Continued from page 3 chips were incidence formulas ' data processing departments and situation

Another reason risk managers But the most comforting words Alth,igh Mr Ellis said there lS mainframe computers "It will not protect itself, which

don't like computers is because Mr Hyman and Mr Ellis had were no software on the market today "The risk management depart- makes security necessary, and lt
they don't understand the buzz- that risk managers do not have t) that is particularly designed for ment can't get its Job high enough will not meet its own needs in other
words, Mr Hyman said He went turn into "St.icon Val_ey guys " risk managers, much of lt 15 appll- on DP's priority list," said Mark ways, you have to install a cooling
on to define bits and bytes aid Writing programs and conver:ing cable to risk management Ferrari, risk manager for the city fan and protect it from dust and
ROMs and RAMs in computer languages are not nec- functicns "There is ample software of San Antonio, Texas "I think static "

(Bits and bytes are pieces of com- essary skills for operating micros, off the shelf today so that you we're slated to have DP time in But with all that computers will

puter information, ROM stands for Mr Hyman proved should be able to fulfill nearly all, 1984 " and won't do, can a risk manager

read-only memory, or what is per- In less than 30 minutes, the ses- if no. al-, your needs," he said Whie computers will allow risk save his organization money by
manently stored in a software pro- sion participants had "booted up" If a riSK manager is already a managers to do a more thorough using a computer
gram, and RAM stands for ran- their machines, or load€d memory byte-head or computer freak, and Job faster, Mr Ellis pointed out "The computer is not going to

dom-access memory, the memcry diskettes, and Nere inputting hypc- knows how to write programs, he some t -ungs a computer won't do directly save you any money," Mr

created when a risk manager stres thetical claims data Many of the may w ant to create his own soft- "A computer will not make your Ellis said "You've got to lay out
information in the system ) risk managers were amazed at how wear s:, that it is custom-tailored to organization run -ight," he said "It some cash for it "

Others don't like computers be- easily they co-ild instruct the m:- his risk management program, will enhance the things you do However, one risk manager disa-

cause they don't understand how chine to replicate a stream of Other risk managers may work right, but it Will also make your greed because it allowed him to op-

they work To eliminate this, Mr numbers with a single command, with soecialists in data pro.Dessing screw-ups more evident erate a risk management depart-
Hyman held up a silicon chip- and with what speed the informs- departments who can write pro- "It also will notsolve every prob- ment with fewer people on the pay-
which acts as the computer's mem- tion was filed grams ar d who have access to lem or run itself," he continued, roll "For me there's been a hiring
ory-and partially disassembled a "See how much easier and faster mainframe computers because computers don't think freeze for about five years, and I'm
computer to reveal a box contain- this is'" Mr Hyman asked ' ImaE- Houever, some risk managers yet It will also not always be right about le people short We're to-
ing only a few wires and several ine if these (h tpothetical numbers) expressed reservations about using -tne 3ld garbage in, garbage out tally self-administered, and I need

(the computer) to free some time

/ up," he said
"I agree with that point," Mr

Ellis said "But you cannot walk
into your city manager's office and
say 'Buy me a computer because lt
will save me $20,000 as soon as I get
it "' The savings may accrue over a
period of time, he said, but the siz-
able start-up expense "is a cost no
matter how you look at it "

Mr Ferraro of San Antonio con-

OBC
curred He says in his city they
have real dollars and unreal dol-

lars "The (unreal) dollars are what
you send your internal EDP people
to write you a program They're

Award of Excellence budgetary dollars that don't really
go anywhere But the $3,000 you gopresented out and spend on a microcomputer

for outstanding achievement represent real dollars that you have
to take out of the city treasury "in communicating an Mr Ellis noted one of the bene-

emplgee benefits program fits his city reaped The data pro-
vided by the computer enabled
Lakewood to cut workers compen-

Busincis Infumnic l·mplo,Le Benifit , sation losses by 75% over two years
Communication AwardsCompention Once a risk manager has decided

how he or she can deal with the in-

itial cash outlay for a microcom-BiY#*Rgr puter-and Mr Ellis referred to a

FLE Aidirt@iFILM book called "Fifty Ways to Hide a
Personal Computer"-he or she
will have to know how to shop
through the myriad types of hard-

K. ware and software

"First of all," Mr Hyman said,
"know what your applications are
and find out if the hardware and

software are compatible with your

r
needs Tell the computer dealer
what you want to be able to do with
the computer, and find out which

5. 4 computers will do that for you
.

.-_! Un ,1&0574'31:0£11!fir 6 «=_gr Ii:*
r. Then, find a user group and talk

to computer freaks "

-y#?81 I h'=,m,, "'- :9-fl r:· , Mr Hyman also advised the risk
managers to stick with major man-

'- 4-JI, 1 (111*Ui.rK'*30_R ef i s'- c -0,519 tt*figs di V -9, tr '
-

ufacturers because service and soft-
ware will be easter to obtain

net, „» » Fi r f n i - .· ;,4*49 (:,6 trd:' o f O ) fil_u Once the hardware lS purchased,
.N Mr Ellis urged participants who

choose to buy packaged software to
fs Lat try it before buying it "Read the

documentation that accompanies1 rl,1///////Ld - the software and make sure you
understand it and can use it for

r Me _ £,1_[' 1 ('lj ( riS El' 59 20/ ,!/6 -A r'f'- 5-{ '.Ik-&, -' -
% 4

your needs If a company doesn't

81 let you look at and try the software,
don't buy it "

.. A risk manager will also have to
decide where to buy the computer

"Buy from a mail-order house,»-8-' ' 4-oly_ f, r,Lill /i L-011,*i k 10-21 1 GA=' Mr Hyman advised "You will save -
mal ,

40% to 50% "

"Yes, you will save initially from
mail-order," Mr Ellis agreed "But
there is a certain value to establish-

ing rapport with a dealer The

1
E i speed of repair you can get with a

computer dealer you've established
a business relationship with can
save you more money and grief in

0 the long run "

1 "And when you get equipment
I e I - / e 111 3111,1 11 for it, you'll want to get some JOY-

sticks and paddles to play games
k

1
D

l
too," Mr Hyman quipped

. .But if your organization is con-

e -frj'-lit.1, f:1,-,"J'ye.»Lit D-D Fj!*4 8 fog,#- + f cerned about your need for a mi-
.r I 1 crocomputer, I wouldn't leave the

tr
.

1f i .. L /5 '. *:2 1 paddles out on the desk "



Antitrust risk

can be cut,
attorneys say

By SALLIE J. DRURY

ST. PAUL, Minn.-The risk of
antitrust suits, a growing concern
among public risk managers, can be
minimized by careful planning, at-
torneys say.

Normal actions of the city, such
as zoning, licensing and contracting
for city services, may not at first
signal restraint of trade. But cities
are no longer immune from anti-
trust suits and in today's litigious
society, such ordinary items of gov-
ernrrient business can bring more
than one trip to court.

"When you do go to court, the
jury may find there are good gov-
ernmental reasons for the city to do
what it is doing," said Michael J.
McCauley, city attorney for Man-
kato, Minn.

"To prevent adverse decisions, a
municipality should perform a sur-
vey with the assistance of antitrust
counsel, determine where they are
acting in a governmental function
and where in a proprietary func-
tion, and then they will see where
their exposures are.

"Also, a municipal body should
have a very detailed statement of
facts whenever it passes a resolu-
tion," he said. "Carefully listed rea-
sons behind passing a resolution
could fend off an (antitrust) suit."

Mr. McCauley was one of three
attorneys who spoke at a session on
antitrust risks at the Public Risk &

Insurance Management Assn.'s
fourth annual conference June 1-4.

"A risk manager must weigh his
city's antitrust liability before it
occurs,"said Edward Starr, city at-
torney for St. Paul, Minn. "And it
may not be an overt liability."

For example, a city could dissem-
inate data across the city on ser-
vices offered by three different
suppliers. If those who read the
data choose to act uniformly, based
on the data, it could also be con-
strued as a contractual agreement.
It would be an antitrust exposure.

Once a risk manager studies the
exposure and plans the city's ap-
proach to potential antitrust action,
he would be wise to seek legislation
that would shield the city's action,
the attorneys advised.

"If the municipality decides to
actually restrain trade, such as in a
monopoly situation, (the munici-
pality) is on thin ice, but could still
be safe," Mr. McCauley said. "It's
better not to take the chance."

"In that case, I would go to the
legislature to get authority permit-

' ting (the restrained trade)," said
Stanley Peskar, general counsel of
the League of Minnesota Cities.

"But there is no model state legis-
lation to protect you," he said, and
added that national legislation
would be ideal "if we were lucky
enough to get it."

"The legislation should be spe-
cific," Mr. McCauley said. "And if
you do go to court, back away from
the immunity defense and cooper-
ate. Let (the court) first determine
if the activity is actually an anti-
trust violation.

"Most of the time it will not be a

question of whether you are going
to pay, but of How much," he said.

Mr. Peskar pointed out things
public risk managers should avoid
to prevent antitrust lawsuits:

• Don't participate in acts that
belie government purpose; deal
with prearranged agencies and
keep a record of all business.

• Avoid any conflict of interest,
i.e., governmental vs. proprietary.

• Avoid any unreasonable and
inexplicable action.

• Use specifications that all po-
tential bidders can comply with.

• Advertise well for bids and

don't make unreasonable bond de-
mands.
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PRIMA now boasts about 800 members
ST. PAUL, Minn.-"The letters, P-R-I-M-A,

stand for more than the name of your associa-
tion," said C. Arthur Williams Jr., who deli-
vered the keynote address to attendees of the
annual Public Risk & Insurance Management
Assn.

"PRIMA also stands for the public risk man-
ager's function."

Mr. Williams, professor of economics and in-
surance at the University of Minnesota School
of Business in Minneapolis, elaborated on the
acronym for the 200 members attending:

"P stands for protecting against loss; R, for
reducing worry; I, for improving the city's re-
lationships with its citizens, employees and
suppliers; M, for minimizing the cost of risk;
and A, for assisting other government offi-
cials."

PRIMA was formed in 1978 so that risk man-

agers for public entities around the country
could assist one another. Now the national as-

sociation has 12 local chapters and is about 800

members strong, according to Natalie Wasser-
man, PRIMA's executive director.

"PRIMA has grown and the conference has
grown," Ms. Wasserman said. "We had 27 ses-
sions last year; this year we have 34.

"And we approved the new Pooling Section
of PRIMA at the conference," she said, "which
is very big, very important" (see story, page
31).

In addition to planning next year's confer-
ence, Ms. Wasserman said publishing is high
on the list of this coming year's priorities.

"We are also going to put out our first major
publication soon, and plan to develop our pub-
lishing ventures," she said. The first venture
will be a basic risk management manual.

Responsible for the planning of these up-
coming projects are the new PRIMA officers,
who were installed at the conference.

Elected president was Don LeMond, risk
manager for the state of Missouri. He will hold
office until the 1984 conference.

New vps for two-year terms are: Mary Lou
Emmert, risk manager for the city of Arvada,
Colo.; Fred Marshall, risk manager and bene-
fits administrator for Arlington County in Vir-
ginia; and Barbara Yeager, insurance coordi-
nator for Johnson County in Kansas.

Remaining on the board as vps are: Betty
Conner, insurance coordinator for the City of
Memphis, Tenn.; David C. Epps, executive
director for the Missouri Intergovernmental
Risk Management Assn.; Allen F. Hyman,
director of safety & risk management for the
City of Corpus Christi, Texas; and James O.
Patterson, insurance manager for Suffolk
County, N.Y.

Past President Robert J. Ellis, Pinellas

County Board of County Commissioners risk
manager in Clearwater, Fla., will remain on
the board for two years as a consultant.

Additional information on the association

can be obtained by writing PRIMA, 1120 G St.
N.W., Suite 707, Washington, D.C. 20005.

eGGC "

How well does your health care
coverage measure up?

There's the CFO-your company's Chief Financial Officer- waiting
for an answer. He's put you, the health care benefits manager, and your health

care insurance company to the test.
His question: "Can you improve our cash flow situation without affect-

ing our health care benefits?"
Talk to a Blue Cross and Blue Shield representative. We have one of the

most advanced teleprocessing systems in the industry. We can offer you a pay-
ment arrangement to suit your needs-to improve your cash flow. Exactly
what your CFO wants.

Learn how Blue Cross and Blue Shield can keep your management and

employees happy with minimum paperwork; customized benefit programs;
tailored payment arrangements for qualified groups; and coming soon
...WrapAround Plus, a new idea in coverage. Write: Peter Mulligan, MR
Marketing, Blue Cross and Blue Shield of Greater New York, Box 3593,
Grand Central Station, N.Y, N.Y. 10017. Or call this 24-hour, toll-free
number: 1-800-554-9600.

Do it now-before your company's CFO puts

you to the test.

Blue Cross
Blue Shield

Ve of Greater NewYork

Looking better all the time.
® Registered Marks Blue Cross and Blue Shield Association
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Employers not worried about smoking law
Continued from page 2 tioned-off to satisfy non-smoking exceptionally costly says Jane Bragg, assistant in the

the Federated Employers of the employees The ordinance will probably not 'People aren't going personnel department at United

Bay Area, an employer coalition, to "Obviously putting partitions up change business operations at Levi States Leasing International Inc, a

determine the conditions under is expensive," he notes, but he says Strauss & Co, which employs about to quit their job commercial and industrial equip-

which the new law mandates these any changes Bechtel eventually 2,000 people in San Francisco because they car/t ment leasing firm headquartered in

open areas would have to be sec- might make "will probably not be
.At this point, we have no plans San Francisco The company is

to do anything different than we smoke a cigarette,' currently surveying its approxi-
are right now," says Gail Hale, Ms. Bragg says.

mately 600 employees to receive

mt,
manager of research and policy de- feedback on the ordinance, she

velopment says

Levi Strauss routinely works to Marvin Krasnansky, vp of corpo-
accommodate employees who are cifically to apply to office work- rate relations for Foremost-MeKes-
uncomfortable in smoking situa- places is that people Just don't have son Inc, the San Francisco-based

the k station tions, she says This has included the luxury of moving around at drug, food and health care manu-

moving employees to different sec- work," Ms Parker says The ordi- facturer, agrees "Anybody who
tions of an office area and placing nance mandates that in an office quits a job because he wasn't able to

caughth
air purifiers in the work space situation in which a smoker and smoke 15 either wacky or really
moves Ms Hale considers rela- non-smoker cannot resolve their hooked on nicotine I can t see that
tively inexpensive differences, "the rights of tt e non- happening "

... The solutions that Levi Strauss smoker will prevail " Mr Krasnansky says he is sur-

have found to solve the smoking Tom J Owen, a deputy city at- prised at how few of the company's
dilemma are precisely the kind that torney, says the ordinance applies approximately 600 San Francisco
the law's proponents say the ordi- to office workplaces at .pr marily employees smoke

Then, the fireman drove the hook-and-ladder over the hy- nance was designed to encourage clerical, professional or business "I Just don't think it's going to be

drant outside, flooding tte dry cleaning store on the corner those that are not costly services " a major problem in our facilities

The owner, naturally upset, ran screaming Into the street and Diana Parker, an aide to Ms The law defines "office work- People are increasingly respectful

narrowly escaped being run over by the chiefs car The chief Nelder, says the ordinance was place" as including, but not limited about others' sensibilities about

swerved, avoiding the trate dry cleaner, and drove through
worded in such a way that employ- to, office areas in office bu idings their health "
ers

"are not expected to have to medical offices, waiting rooms, li- Like other large businesses,
the front porch of the church across the street The police- spend any money " The employer braries, museums, hospitals and Foremost-McKesson has formed an
man directing traffic got a little too excited and charged an must provide a smoke-free work nursing homes in-house committee to study the sit-

innocent bystander with arson Meanwhile, the paramedic environment "using already avail- Exempt from the regulat_on are uation "because it'S so new that we

accidently dropped the stretcher carrying the lady who lived
able means of ventilation, or sepa- offices in areas owned or leased by haven't had a chance to handle lt

in the house next to the f re station and who thought she was
ration or partition of the office the state or federal government or yet'
space " offices in which two different firms A spokeswoman for Wells Fargo

having a heart attack It was indigestion, but she broke her An employer "is not required to share an open work area Bank in San Francisco, a subsidiary

arm in the fall And, when the smoke finally cleared make any expenditures or struc- Also exempt are offices in pri- of Wells Fargo and Co, expresses

PENCo covered it all.
tural changes to accommodate the vate homes and private, enclosed similar frustrations "It's really
preference" of non-smoking em- offices occupied exclusively by complicated at this point It's hard

Guaranteed-cost programs, broad-form comprehensive li ployees, she says smokers, even if the office is visited to even Judge what is or isn't going
ability, errors and omissions and other tailor-made risk cov- Ms Parker suggests that busi- by non-smokers to happen

erages for public entities all through A-rated stable carriers nesses look into inexpensive solu- The law will be enforced by the "Anything is a possibility We

For more information, contact Dan Lee, CPCU tions, like distributing air filters, Department of Public Health, Ms haven't really put our policy to-
- P O Box 1280

maintaining ventilation systems Parker says, but inspections will gether yet, and haven't even
I '16 properly, rearranging desks and only take place when the depart- started to consider all the ramifica-

Nashville, TN 37202

- (615) 361-4065
even opening windows to comply ment receives a complaint She says tions "

"The reason this is designed spe- the department will initially issue
warnings to companies that do not The spokeswoman says the or-
comply, but fines may later be as- dinance is applicable to about 50

"MUST READING FOR ALL WHO PLAN, PURCHASE, SELLORCOUNSEL
" sessed of "up to $500 a day for each buildings in which Wells Fargo op-

day that the rights of the non- erates offices, including the corpo-

HOW TO APPLY RISK MANAGEMENT AND
smoker are violated " rate headquarters An employee

The penalty, she says, means "it'.s survey conducted within the past
in the interest of the employer tc two years revealed that 30% of the

INSURANCE FOR MAXIMUM PROTECTION
comply, but it's really not e>.pected company's approximately 6,000
that it will ever even reach the fin- workers smoke.

ing stage " "There's a bit of a trend away

At last - in one book! A practical easyto read guide
"The employer must establish a from smoking and part of the cut-

policy," Ms Parker adds "Whether ting back is not smoking in the of-

to the use of risk management and insurance.
or not he waits until an employee fice," notes the safety and benefit
complains is up to him, but it'S manager for a San Francisco-based
doubtful any employer would wait national drug and beverage manu-
until a non-smoker complairs to facturer employing about 76 people

the cartoons at the beginning of each"

A warm and fun book that (has) lots of usefulter give the book a personal recommendation "
"AVOIDING SURPRISES"is a working manual comply '
that unravels the complexities of Insurance and risk

in this city He prefers to rennain

Darrel 1 Heppner management and shows, step-by-step, how to
Ms Nelder says she proposed the anonymous since the company 15

Ideas
ordinance when she became in- not planning to draft a formal pol-

Smart's Insurance Bulletinchap
develop the lowest cost insurance and rlsk creasingly aware of "objective icy
management programs Written by a well-knodn
expert In the field of risk management (CPCU,

medical evidence that indicates "If we ever get into a situation in

Im-u- ARM, Licensed Insurance Adviser) and edited by
secondhand smoke lS harr ful to which smoking and non-smoking

' AVOIDING the Executive Editor of the Harvard Business
your health " She says substances employees can't get along, we'll just

Review, thisbook Is essential reading for all involved
from secondhand smoke, like nico- have to ban smoking We're so tight ,

In risk management and insurance It explains
tine and carbon monoxide, Dan af- on space here that unless a smoking '-

• How to identify assets and exposures
feet psychomotor skills to the ex- employee opened up his office to

• Ways to measure the impact of loss situations
tent that a person's work produc- other smokers, they'd have to go to

• How to eliminate, prevent or reduce the f Inancial
tivity may be reduced as much as the park outside for a smoke," he
15% says

impact of losses
• Loss and claims management practices that

"There's been kind of an cngoing Although the ordinance requires

ensure equitable settlements
confrontation between smokers employers to develop a written pol-
and non-smokers Chere) for a long icy for handling employee smoking

• Innovative strategies for financing risks
• Important techniques for managing programs,

time, but the only thing this really disgreements within 90 days after itm changes is that when there'a a dis- takes effect, many businesses will
including the selection of outside suppliers,
such as insurance brokers and service companies

pute, the non-smoker has to be sati- simply wait until a non-smoker

• How to improve inside and outside communications
sified," sayd Dr Harold I Grif- complains

• Ways to measure the effectiveness of programs" A sprightly, well
feath, corporate medical director The benef.t manager who wishes

.
for Castle & Cooke Inc, a foxi pro- to remain anonymous says he has a

An excellent basic trated and tabledprimer on many of the
• And moret cessor "I don't see this as mich of a "wait-and-see-what-happens atti-

book for companies /\\US

(with) less than $200
This 277-page, hard-cover volume is packed with problem because we have a number tude because structurally, in our of-

practical, day to daymillion In sales " aSL55555 the kind of sol,d information you need to bean of people in private offices " fice, there's Just nothing we can

Russell A Drake, Jr effective professional Send for Avoiding Suronses" "Things of this sort are good do "

Business insurance H Felix Kloman today If not completely satisfied, return it within from a health standpoint, In that If the issue comes up, we will

Risk Management Reports 2 weeks tora full refundl they further emphasize the hazards then take action," says the spokes-
of smoking," he observes "Maybe woman at Wells Fargo "But we'll

BOSTON RISK MANAGEMENT CORPORATION /79 Milk Street i Boston, Massachusetts 02109 USA this Will help others quit " let it be employee-initiated We'll

r 7 Some say the ordinance could act according to the grievances as
81 have significant effects The Cham- they come up "

| Name Yesl Please send me "Avoiding Sur- | ber of Commerce's Mr Hayden "We're still studying it, but we
prises" as indicated says, "Being a heavy smoker, if I expect our position to be that we're

| Compaiy 0 My check for $19 95 ts enclosed | had to quit my smoking at work, I'd - not going to do anything to accom-
1

Address Ship postpaid by surface mail  quit my job, even m tough times modate it," sums up Paul Sahlin,like these " personnel manager for C&H Sugar

[3 My check for $2995 is enclosed | But others aren't as certain that it Co| City State ZIP Ship postpaid by airmail will have that drastic of an effect "We'll abide exactly by the law

Mall to BOSTON RISK MANAGEMENT CORPORATION (Write for quantity discounts)  "With the job market today, peo- and not make it easier for people to
79 Milk St / Boston, Massachusetts 02109 U S.A.

ple aren't going to quit their-ob be- smoke, but we're not going to spend
  _J cause they can't smoke a cigarette," a dime moving walls around " I



Lloyd's chairman
Continued from page 3

Nor is Lloyd's suffering from a
shortage of members-known in
the market as names-who are

willing to accept insurance risks
with unlimited personal liability.
The number of applications by pri-
vate individuals to start under-

writing next year is the same or
possibly a few more than last year.

"The main restriction is the abil-

ity of underwriters to find suffi-
cient high-quality business to feed
the new names coming forward."

There were 21,601 names at
Lloyd's at the beginning of the
year, including 1,471 Americans.
Typically, an individual must show
personal assets of at least 100,000
pounds-about $160,000 given
today's strong dollar-to meet
Lloyd's "means test" requirement
for membership.

Lloyd's recent troubles have
forced closer internal and external

scrutiny of the way it conducts
business. The Council of Lloyd's-
the market's top governing body-
already has approved initial re-
quirements for the disclosure of re-
insurance arrangements and will
soon consider rules covering the
what information should be relased

to names on a syndicate.
"Up until 10 years ago (Lloyd's)

really was not a terribly big place
and those who worked in the mar-

ket-by gossip, surmise, the ability
to read upside down and by having
extremely long ears-were pretty
well aware of what everybody else
was up to," Sir Peter recalls.

This loose self-regulation worked
because most of the names in those

days were friends or acquaintances
of underwriting agents, he con-
tinues. They met frequently at din-
ner parties or over a golf game. If
they wanted to know what was
going on, they just asked.

With the expansion in the mar-
ket and in the number of names

over the last decade, that close rela-
tionship has broken down "without
any of us really realizing the extent
to which it had broken down," Sir
Peter says. "When people are
aware of what you're up to, you
don't really need so many regula-
tions to deal with it."

Proposed disclosure will not be to
the public at large but to Lloyd's it-
self and to the names to the extent

that they are interested, Sir Peter
explains. He believes that most
names will be content to leave the

self-policing to their underwriting
agents and the Committee of
Lloyd's, a panel of working names
who supervises Lloyd's operations
on a day-to-day basis.

Collecting information is getting
easier all the time through the use
of computers and Lloyd's, like
other businesses, is eyeing opportu-
nities to expand and upgrade its au-
tomated information systems.

"With a new building now rising
rapidly, much thought is being
given to how we can best harness
electronic data handling to our
needs," Sir Peter told the managing
general agents at their annual
meeting in Maui.

"Our aim is to eliminate the te-

dium of routine repetitive handling
of data by paper with all its atten-
dant errors and put in its place a
network which links Lloyd's cen-
tral systems, the broker and the
underwriter into a common data

handling system."
Richard Ellington, head of sys-

tems and communications and ad-

viser to the Committee of Lloyd's
on financial matters, is the man-
ager in charge of "bringing us into
the electronic age by the end of this
century," says Sir Peter.

Lloyd's already has one of the 10
largest computer installations in
the United Kingdom, which is used
primarily for accounting between
underwriters and brokers. Smaller

computers hold all of Lloyd's mem-
bership records. Many brokers and
underwriters have their own indi-

vidual systems linking them to

Lloyd's and to each other.
Computer-transmitted informa-

tion is more accurate and less prone
to error than are paper records, but
Sir Peter does not believe that

Lloyd's is goinE to become a com-
pletely electronic market that by-
passes U.S. correspondents to pro=
vide direct market access to buyers
and retail brokers.

"We really don't see an alterna-
tive to the present system of eye-
ball-to-eyeball when it comes down
to the really important negotiations
in a major contract." he says.

The evolution of computer tech-
nology makes late payment of
claims increasingly in-olerable to
policyholders and Lloyd's is eva-
luating alternatives to speed up the
claims process. Regulators in the
United States and elsewhere are

imposing stricter time limits on the
payment of claims after proof of
loss is submitted.

"We at Lloyd': are acutely aware
of this and I am sure a solution ds

not beyond our ability, but it will

require an unprecedented degree
of cooperation by all parties," Sir
Peter says.

The present routine involves
passing payment through as many
as five or six hands from un-

derwriter to wholesalers to retail

broker before it reaches the policy-
holder.

Unless all elements of the

Lloyd's market can find a way to
speed up the payment of claims, ei-
ther Lloyd's will lose business or
the Council of Lloyd's will have to
impose a solution in the overall in-
terest of the whole Lloyd's market,
he added.

Lloyd's has recently initiated di-
rect settlement of claims for Ken-

tucky livestock risks. The innova-
tion is working well and could be
regarded as a pilot scheme for the
future, he said. This particular area
was selected as a guinea pig because
it historically has been plagued by
slow claims payments.

It's the small risks that have en-

dured the long delays. says Sir

Peter. And yet, "a $50,000 claim
may be more important to a small
business than a $20 million loss to a
major airline," he points out.

Another matter on Sir Peter's
mind in recent months has been

the issue of ownership of Lloyd's
brokers by insurance companies, a
practice that Lloyd's has tradition-
ally frowned upon because of fears
that it could interfere with the bro-

ker's primary responsibility to
serve its clients.

"In the past when we heard that
a Lloyd's broker might be bought
by an insurance company, we
would usually drop a hint in the
way those things happen in En-
gland and the hint was taken and
the deal didn't go through,"
explains Sir Peter.

Lloyd's can't prevent The St.
Paul Cos. Inc. from purchasing the
stock of a public brokerage com-
pany, like Minet Holdings P.L.C.,
Sir Peter notes. But Lloyd's does
have the right to deny entry to the
market to any firm or individual

(BI, May 16).
"So, I suppose this is the ultimate

sanction. But, it would be a very
difficult and serious step to
take. . .and it would lead to a con-

frontation on all sides in a way that
we've tried to avoid confronta-
tions."

Sir Peter says he would prefer to
see the British Parliament or the

U.S. Congress deal with the di-
lemma of insurers taking control of
brokers.

Since Parliament opposed own-
ership links between Lloyd's bro-
kers and underwriting agencies in
the Lloyd's Act of 1982, the Council
of Lloyd's finds it hard to under-
stand how parallel relationships
between commercial insurance

companies and brokers can be inof-
fensive, he explains.

Sir Peter has been Lloyd's chair-
man since 1980 and has been re-

turned to office three times. His

current term expires at year-end,
but the council could choose to re-

elect him this autumn. .
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Laid-off stewardesses win pension credits Two top executives leave A&A
Continued from page 2 vice to which she was entitled at working until the 1977 settlement Contznued from page 2

have accrued had their employ- the date on which her employment For example, if a flight attendant pany assets to purchase the bank (BI, Oct 11, 1982)
ment not been terminated was terminated was hired m 1964, let go in 1965 Mr Farley could not be reached for elaboration on his future

But American did not count the American's retirement plan is after she became pregnant and plans

years the women were laid off to- one of the benefits American Alr- then rejoined the airline in 1977, Gerard Curtis, A&A's senior vp in its IMPACT special marketing
ward the company's retirement line employees enJOY, Judg€ American would have to include program, also left the brcierage effective June 1, the company con-
plan's vesting requirements MeGarr noted "Clearly, the phrase the period between 1965 and 1977 firmed

By not giving pension credits to 'credited with company senicr.t> as years of service when calculat- Although A&A made no public announcement of the matter, Mr
flight attendants who returned to and length of service to which she ing the employee's pens.on Curtis, 55 elected early retirement, according to an A&A spokes-
their jobs after the 1977 agreement, was entitled' means that (lead c-ass Judge MeGarr's ruling could man

American violated the terms of the plaintiff (Darlene Burmeister) anc mean $5 million in additional pen- A&A executives main-ain that these two personnel changes are
settlement, according to Local 500 the retiring class members are erti- sion benefits for the wcmen, attor- not part cf a corporate exodus and that the company's previously
of the Air Line Stewards & Stew- tled to the benefits of the plan con- neys for the flight attendants esti- announced plans for staff and salary reductions to reduce a drain on
ardesses Assn, which asked Judge sistent with their credit for lengtt mate corporate finances are virtually complete However, sources both
MeGarr to rule on the issue of service American, which in 1970 stopped inside and outside A&A branch offices say that layoffs may con-

An American Airlines spokes- "In order to avoid discrimination laying off flight attendants after tinue

man said the 1977 settlement was plaintiff and the returning class they became pregnant, already has "It varies from office to office, so all the information we get is
silent on the issue of pension cred- members must be awarded all ot asked Judge MeGarr to reconsider secondhand, but some people are being encouraged to take early
its for the rehired employees He the benefits they would have -e- his ruling retirement and others are being let go Almost none of these is being
added that the provisions of the set- ceived had they not been dis- "We believe the decision is to- replaced," one A&A branch office executive remarked
tlement were fully followed by the charged Clearly, the plan is part of tally wrong," an American Airlines

.The annual report says we had 10,400 employees last year," an-
airline those benefits," Judge MeGarr sand spokesman said other A&A employee no-ed, "but we've got to be below 10,000 now

But, Judge MeGarr disagreed He The ruling only applies to the .75 In recent years, disputes involv- and certainly below that oy the end of this month "

noted in his May 20 decision that a to 200 American flight attendaits ing pregnant employees have de- A&A Chairman John A Bogardus Jr told reporters after the com-
paragraph in the 1977 agreement who returned to their jobs after,he creased because the Pregnancy pany's annual meeting last month that the company reduced its
explicitly provides that each "re- 1977 settlement Discrimination Act, enacted in overall staff by "300 to 400" over the last year but had virtually
employed class member shall be Under the ruling, credits toward 1978, gives pregnant employees Job completec its review of economy and productivity in its branch of-
credited with the amount of com- pension vesting must be given frim and benefit equality (BI, Oct 30, fices

pany sentority and length of ser- the time a flight attendant besan 1978)
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6050 X831

RISK MANAGEMENT
Administrative Management ducers of Property & Casualty PROPERTY & CASUALTY AND LIFE DRIVING ALL AROUND TOP MAN

owners, presidents,
vps, etc 6,483

business to join National Broker- Send resume or call
age Houseattheirmidtown Man-

Financial Management hattan or Stamford, Connecticut
MARTY HOC)ES, ARM FOR NEW FLORIDA

chief financial officers, offices Flexible and attractive
(212) 225-4935 (516) 487-4992

vps of finance, secre- terms negot,able for an existing FLEET ACCIDENT GROUP BENEFITS PROGRAM
taries, treasurers, etc 10,138 Consulting Servicesbook, tf desired, orsub-producer (TM-) IRM Assoc.

Insurance Management. relationship, tf preferred Con- The Uritd Eemic CBIA Flmt Arident Mangumnt System Ltd. 1 We seek a person, preferably from Florida,
tawas ds¥810* by aforms Fedelal Dept of Transporta

vps, directors, tact Charles Warne, (212) 949- tion emp oyae ard 8011 System fleet arclumt consultant Is 505 Northern Blvd with ideas on cost containment and a dem-
managers of insurance, 0990 currently anitabie for the hrst tlme to the public The follow- Great Neck, N Y 11021
risk, benefits, ing alal¥sts Infarnation and loss prevention ttchmques can

onstrated record of performance in all
compensation safety, turn yout Fteet Accidents Into a Prollt Center
security. etc 5.299 phases of employee benefits. Top salary,

• Fleet imrancs Review d Recommendations

Government, Associations, • Ec],lamic nal¥sls of Reel Accident Costs Bl Classifieds benefits, stock participation to the right
Unions, Educational • High tiont Statist,cal Profiles
Institutions 1,034 • Araltli c Propert,Damage Onlyand Injury Accidents person. Send resumeand personal letter to:

• Cost Elle#ove Axident Plevention rechmques inctud
Commercial Consumers In; R,trof t Vehicle Safety Devictsand Advancld Sate assure WIMCO, P O. Box 1616, Sarasota, FL,
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& Brokers 9,771
top quality
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Insurance Cos 5,217 up their production department 23732 »llhutst Otin
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results!

proven development of commer-
Actuaries, Attorneys,
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cial casualty accounts in the
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breakdown of qualified circula- nities Contact INSURANCE RE-
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tion, November 1.1982 issue. as CRUITERS INC 3707 Rawlins,submitted to BPA for December

1982. BPA Publishers Statement

-_ 214-528-0090

#416 Dallas, Texas 75219/AC MANAGER RISK/INSURANCE
PRODUCERS TEST EXECUTIVE V.P.

Has your firm turned pessimistic? Is its
Regional Brokerage New England Location ADMINISTRATOR

energies going towards expense cutting California client needs dynamic execu-

rather than achieving positive resultr
tive Candidate will possess ability in pub-
llc speaking employee motivation We represent a client that Is one of the

0 No-Thankst
$26,000 Plus Bonus

method innovations and casualty un- major insurance agencies in New
0 Yes-Please contintle derwriting Experience in medical mal-

practice and/or captive management a England Progressive growth has dic-
We are representing brokerage firms that plus To 7OK

Potential for Tax-Free Income

are aggressively implementing a structure Contact Dale Perkins
tated the need to add an Insurance

that will have them poised to take advan- Manager with heavy experience in The Saudi Maintenance Company, Ltd. (SIYANCO) has
tage of the economic turn around

EXECUTIVE V.P. casualty and liability insurance Must an immediate opening for an experienced Insurance
Key opportunities available In the follow-
ing areas Energy have selling and marketing talent and Program Administrator to Join our Headquarters staff

Texas brokerageclientis bumshon oppor- becapable of organizing and leading a in the Kingdom
Chicago San Francisco

Cincinnati Philadelphia
tunaties In energy We need a high pow-
ered executive to head a separate subsidi- growing insurance agency B S Degree Successful candidate will have a BA degree in

New York Seattle ary specializing in energy accounts Base in a related field is preferred The Business with additional formal training in insurance
Oakland S F Peninsula to six figures plus bonus candidate selected for this position can management Must have 3-5 years' experience In the

Contact lee Schexnayder Contact Richard Shoemaker coordination of insurance programs, primarily life/move up to Vice President based on medical and workers compensation plans, with addi-
V P UNDERWRITING Alaska

outstanding work performance tional responsibility for fidelity, surety, liability, property,
Blue Water Hull and Defense Base Act requirements. Knowledge of

Our East Coast (Not NYC) client needs a THINK ABOUT IT! Our client offers excellent executive Arabic language desirable
minimum of ten years experience and re-
cognition in the International reinsurance Exciting careers, opportunities city so- compensation, company-paid fringe
community Thusposition includespolicy- phistication surrounded by un spotted Assignmeit is for two years, single status, attractivebenefits.and payment of relocation
making and product research authority wilderness We represent positions with compensation/benefits package provided

carriers and brokerage firms costs. If interested, send resume and
Contact Richard Shoemaker salary history, In confidence to: Please cal C. Hillmann at 800/424-3755 (long distance)

IR Search or 202/835 1266 (Washington D C area) and send your
Statement of Operation a division of insurance resunne to

Exclusively employer retained Each Sr
Resources Consultants Bruce Young Associates

Account Executive has functioned in man- 7844 Madison Ave Suite 106

agement capacity in the insurance indus- Fair Oaks, CA 95628 Executive Search Consultants
tryand hasa minimum often yearsexper,- (916) 965-5511

11- . 'i lit'' .

ence Each has special training In career LMt:IWUl
P.O. Box 2592 /fibil:; f.,Al-4 11Tro'*K --I. ti <-1,/evaluations We are especially active in Grand Central Station 1 SAUDI MAINTENANCE COMPANY LTD

Ocean Marine, Surety, Professional Liabll-
ity, Farm and Captive Management New York, NY 10163 0/ PO Box 19172, Washington, DC 20036

\=55/
I " iance National Search ir< 1 Our client is on equal opportunity employer m 1 Equal Opportunity Employer



Hall, insurer want MGM coverage voided
Continued from page 1 lion with contributions from other Union counterclaim adds

It was Intended to provide MGM defendants (BI, May 9) O'Brien added When Union made excess of $65 million and $25 mil-
Grand with a tax deduction for the In addition, Union claims that advance payments to MGM to lion for $25 million excess of $100People were talking about $60 MGM breached the agreement by cover costs of litigation, the pay- million All but $10 million of thepremiums paid and to protect the million to $80 million as a total set- not obtaining Union's prior consent out schedule was amended to ac- $25 million excess of $100 million iscompany from a qualified audit re- tlement in the fire, notes Hall and to the settlements
port Union attorney George N Tomp- celerate payments to Union, he needed to cover MGM's portion ofMGM said in its suit that the bro- added

Auditors nevertheless have qual- kins Jr with the New York firm of ker and insurers were informed of the $75 million settlement with the
ified MGM Grand's financial state- Condon & Forsyth Because of the acceleration, and fire victims

the settlement proceedings, the na- because of General Re's loss of usements The tax consequences have MGM essentially ignored the fact"There's got to be an element of ture of the negotiations and were of the money, the amount of the that there was a payout schedulenot become an issue (BI, Feb 9, something other than compensa- given copies of the settlements and payments from Gen Re to Union after U S District Court Judge1981)
tory damages The plaintiffs here proposed settlement agreements
are getting a bonanza " was reduced, Mr O'Brien added Louis C Bechtle in a surprise move

MGM denies that ltS $75 million They were also invited to partici- MGM knew of the payout sched- set a liability trial date for JanuaryThree law firms have analyzed pate in settlement negotiations ule when the retroactive insurance MGM decided to settle the casessettlement last January includes the various claims for Union, Mr with the plaintiffs and numerous was placed and knew the insurers quickly rather than go to trial andany consideration for punitive O'Brien says, and even if claims demands were made upon the in- needed time to earn enough invest- face punitive damages, Mr O'Briendamages
were settled on the high side, the surers to propose, agree and bring ment income to cover the ultimate said"The settlement was only for value would come to less than $40 about a settlement on the habilty, net lossescompensatory damages, not for pu- million the MGM suit says Hall's response to MGM's suit

nitive damages," Bernard Segelin, However, MGM's Mr Segelin MGM paid $38 millon in install- opens the way for discovery pro-
ments for the the $165 million in ceedings to begin in the litigation,MGM Grand vp and general coun- said that at a recent court hearing, "Our position is that we had the retroactive insurance The total Hall and Union attorneys say Sub-sel, reaffirmed last week

testimony from a major plaintiffs' consent of Union to go forward and premium included $25 million for poenas and requests for various"We think this ($75 million set- attorney in the litigation put the make settlements," Mr Segelin the first $35 million excess of $30 documents of Hall, Union and Gen-tlement) is an excellent settlement total value of compensatory dam- added last week "They repeatedly million, $7 million for $35 million eral Re have already been made .and encompasses only compensa- ages in the case at $350 million
tory damages It does not encom- told us to settle the litigation "
pass punitive damages " In the suit filed in March, MGM

MGM was able to control the also made numerous allegations
Because it has not been able to settlement through an agreement against Hall and the other insurers

recover under its retroactive habil- with its primary insurer Insurance of the back-dated insurance, con-ity insurance policies, MGM has Co of North America, Hall and tending that they had no intention Iik€6(:TeNC515¥Ihad to borrow $70 million through Union contend MGM bought out of paying any significant settle- loans from six banks to cover the its $1 million primary policy with ment sums until several years fromsettlement with claimants Insurance Co of North America now
MGM's suit filed in March and released INA from its obliga- It charged that Union and Hall  Self-Insuranceagainst Hall and 22 other insurers tions under the policy, the suit says failed to reserve adquate funds tocharges them with failing to re- "Thereafter, plaintiffs com- pay claims and that they demandedspond under the back-dated habil- menced a program of settling that MGM agree to contribute mil-

ity pohcies and asks the court to claims at any cost, thereby convert- lons of dollars and their own funds
rule on the extent of coverage pro- ing to their own use and for their to bring about a settlement within fpropertly and Casualliyvided by the back-dated liability own purposes funds received from the policy limitsinsurance (BI, Mar 21) various companies and insurers Union International is believed

Hall Vp and General Counsel and in so doing acted in bad faith," to have entirely reinsured its $35
Thomas G O'Brien III said the two Hall and Union say in court pa- million exposure with General Re- Surety Bonding 2
main issues in the litigation are pers insurance Corpwhether the MGM settlement in-

volves any punitive damages and ments of claims which are unrea- Hall's Mr O'Brien have confirmed
"Plaintiffs have made settle- Attorney Mr Tompkins and

whether MGM completed the nec- sonable in amount and which con- that the reinsurance agreement in-
essary steps prior to making claims tam an inherent element for plain- cluded a payout schedule betweenwith insurers on the policies tiffs' punitive damage liability and Union and General Re that allowed

Last January, MGM agreed to also have incurred litigation ex- Gen Re to earn investment income
pay $75 million for its share of the penses with respect thereto which on the premiums before paying all _) Claims Administration 1»_settlement with all claimants Since are not reimbursable to plaintiffs losses
then, the settlement fund has by defendant under the provisions The payout schedule was centralgrown to approximately $140 mil- of said agreement and policy," a to how the insurance worked, Mr

Stricter Bermuda regulations sought
CHICAGO-The chairman of a that to "the industry to work on," least resistance " The path of least  Captive Management

leading Bermuda-based insurance he told Business Insurance reistance is dealing with insurerscompany is calling for stricter reg- Currently, insurance companies whose financial reports are pre-
ulation of commercial insurance in Bermuda file only one financial sented m a familiar format, he ex-
and reinsurance companies operat- return to the government in Ber- plained (Association/Group Plansil
ing in Bermuda muda to comply with its insurance All Bermuda-based insurers ac-

J Douglas Higley, chairman of regulations That return lS kept cepting risks from around the
Mentor Insurance Ltd, wants the confidential by the government world should prepare these state- Cash Flow Management L _Bermuda government to impose "a
separate designation and reporting ments "because if Bermuda as a --1

Publicly available financial re- domicile does this, it Will help theresponsibility for those companies turns prepared in a fashion famil- individual companies in Bermuda,"
in Bermuda primarily engaged in iar to other insurers and reinsurers Mr Higley said
underwriting unrelated risks " "would be a positive marketing tool In his address, Mr Higley also

fk-Quiz
These insurance and remsurance for companies domiciled in Ber- noted, "We at the Mentor Group of

companies should be required to muda," Mr Higley predicted insurance companies do not believefile a financial return for public If a Bermuda company reports its that a Bermuda domicile needs de-
consumption meeting the require- financial data differently from fending any more than any other .
ments of insurance regulations in :hose a ceding company is accus- jurisdiction in which we have a
the United States, Great Britian or Tomed to seeing, the ceding com- presence "
Canada, Mr Higley says The in- pany may not want to take the ad- Mentor is opening on July 1 an
surer could choose the domicile of ditional time needed to analyze the admitted insurance company and
its ultimate parent company, he data, Mr Higley said an excess/surplus lines insurancesuggests If you are a harried executive, company in Louisiana, both carry- a

as most are, you follow the path of ing the Mentor nameIn a speech last week to a meet- .

ing of executives of First Trust, a
Chicago-based risk pool for non- RIMS forms new committeeprofit institutions that Mentor rein-
sures, Mr Higley predicted that NEW YORK-The Risk & Insur- mercial property forms An ISO Contact the Crump office 1"professional insurance and rein- ance Management Society has Liaison Committee, chaired by
surance companies will encourage formed a new committee to help Norman Chanzis of American in your area, or call us
the Bermuda authorities to have a members understand insurance in- Standard Inc of New York, will at our corporate headquarters.separate designation and reporting dustry proposals to change existing become a subcommittee of the newrequirement for those companies coverage forms and products panel, RIMS saidthat are primarily in the business of The Product and Seruces Com- Additional subcommittees com-writing non-related risks " mittee will review, analyze and posed of RIMS members and 1ndus- EN!:C

Mentor, the insurance subsidiary comment on proposed industry try representatives will be formed
of Ocean Drilling & Exploration changes that fall within risk man- as they are needeed
Co, is one of the largest insurance agers' areas of concern, RIMS said
companies underwriting unrelated Besides Mr Pagonis, other mem- E.H.CRUMP 5811=The chairman of the seven-mem- bers of the Products and Services
risks operating in Bermuda It had ber panel lS Jesse Pagonis, director Committee are Don Cherry of The COMPANIES,INC.
$55 million in written premiums of corporate insurance at Engel- Sperry & Hutchison Co, Eugene 0

against $57 6 million in capital and ht{Z72 f*%INM e tly cfil:Bi tfTrj5 Eft:Z 5350 Poplar Avenuesurplus at year-end 1982 Memphis,Tennessee 38117 .

Mr Higley said he would not is reviewing are proposals from the Goode of Baker International 901/761-1550
suggest how the government define Insurance Services Office to com- Corp, Howard Helberg o f The 0"primarily in the business of writ- pletely rewrite existing compre- Pillsbury Co, and Dick Hinds of o Property/Casualty Agencies
ing non-related risks " He leaves hensive general liability and com- Florida Power & ILight Co • Excess/Surplus/Specialty omces

.
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Plaintiffs may target jet's maker in fire
Continued from page 1 to know why the FAA has refused preventing complete burning of the Canada accident, focusing o i the based Canadian Air Line Flight
he says to order installation of smoke de- urethane-which gives off toxic possibility that an electrical short Attendants Assn "Those memos

McDonnell-Douglas says it is tectors or automatic fire extin- hydrogen cyanide and carbon mon- near the rear lavatory of the twin- were issued over the last few years
premature to comment on the cause guishers in aircraft lavatories oxide jet may have caused the fire as a result of the various hotel

of the Air Canada accident and, Rep Levitas says that as aircraft Lockheed, in its 1979 testimony, One theory lS that the pump fires "

thus, its potential liability become better able to withstand noted that it is quite difficult to stop motor for the toilet burned out, Air Canada's insurance ts a typi-

Aviation consumer groups, as crash impacts, it becomes more im- the spread of flames or toxic smoke spreading a smoldering fire among cal airline program with a com-well as pilots' and ilight attendants' portant to protect passengers from aboard an aircraft It noted a typi- numerous wires running through bined single limit for third-party 11-
unions, have for at least a decade the effects of smoke and fire cal cabin interior containing 14,000 the area Although not ruling it out, ability of $500 million in Canadian
urged the U S Federal Aviation Hearings on those subjects are pounds of non-metallic materials authorities are now skeptical that a dollars, approximately $405 millionAdministration to adopt standards scheduled for the week of July 11 would ordinarily be filled with lit cigarette discarded in the fire- in U S currency The DC-9-30 hulllimiting the flammability and tox- by the Oversight and Investigations 3,500 pounds of "highly flamma- protected waste bin could have destroyed by fire after the landing
letty of materials used in aircraft subcommittee of the House Public ble" passenger clothing and carry- been responsible had an insured value of $6 4 million

interiors and seats The FAA has Works and Transportation Com- on bags The plane successfully landed at Canadian, about $5 2 million in
studied the problem but has not yet mittee, a subcommittee spokesman A small change in the flame or the Cincinnati airport 15 m_nutes American dollars
acted says smoke characteristics of cabin inte- after the fire's discovery, but the The government-owned airline's

Aircraft manufacturers and the The three major aircraft manu- rlor materials will have little to no jetliner had already filled with lead claims underwriter is Cana-airlines have told Congress they facturers-McDonnell-Douglas, effect on the total flammability of acrid, blinding black smoke The dian Aircraft Insurance Group,are working on the problem volun- The Boeing Commercial Airplane an aircraft cabin," Lloyd E Fris- plane caught fire shortly after it which is managed by U S Aviation
tar·ily But they say their efforts Co and Lockheed-California Co - bee, vp-engineering and operations had landed

Underwriters of New York CAIG

have been hampered by the lack of have all testified before Congress for Lockheed-California, told the Three circuit breakers had also assumed 20% of losses on a

commercially available materials about their cabin-safety efforts House subcommittee tripped in the cockpit before the quota-share basis, according to doc-
that would reduce the hazard and McDonnell-Douglas, for exam- fire was reported and the pi ot re- uments filed by Air Canada's insur-
yet still be no heavier than the ple, testified in April 1979 that it Authorities say crew members ported most electrically driven ance broker with the Civil Aero-
plastic and metal components cur- had conducted flammability and aboard the DC-9 actuall> didn't see flight instruments failed snortly nautics Boardtoxicity tests on various seat cover- any flames until after the craft thereafter The craft was directed The broker, Alexander & Alex-
rently usedFo rexam ple , McDonnell- ing materials But the company landed, but that thick smoke bil- to the airport by air traffic control- ander Inc, said 50% of Air Canada'sDouglas testified n 1979 that add- noted that it didn't make airliner lowing from an aft lavatory forced lers following its radar blip guid- coverage is with Lloyd's of London
ing less than a pound of weigh: to seats and that airlines picked and the emergency landing near Cin- ing the pilot via radio and other London underwriters,

the typical airline seat would mean paid for the seats when they or- einnati
When three cabin attendar ts and 15% is with Normand Insurance

that an additiona. 7 5 million gal- dered new aircraft Hand-held fire extinguishers passengers opened exit doors, 18 Co , a Canadian-based affiliate of
lons oflet fuel would be burned an- In its testing, McDonnell-Douglas were used twice and a recently in- passengers managed to scramble or La Reunion Aerienne of Paris, 10%
nually by U S airlines says it discovered that the urethane stalled automatic heat-sensing crawl to safety Others, apparently is with Associated Aviation Un-

Also, the airlines and manufac- foam seats with a wool-and-r.ylon Halon extinguishing system dis- incapacitated by the toxic Iumes, derwriters Inc, and 5% is with theturers say, the principal focus of covering typically used in aircraft charged, but both failed to stop the sat in their seats or couldn't find American Home Insurance Co af-
the FAA should te on avoiding ac- could be made to produce dramati- flow of smoke exits and perished in the ensuing filiate of American International
cidents in the first place, with sec- cally less toxic gases upon burning All Air Canada jets have the au- fire Group Inc

ondary emphasis on making air- with the addition of a A-inch layer tomatic extinguishers in the lava- The NTSB said neither tne hy- Air Canada's London broker is

craft fires more "survivable " of a substance called neoprene be- tory waste receptacle, despite the draulic nor fuel lines were pierced Stewart Wrightson (North
However, the incident is rekin- tween the fabric and foam lack of an FAA requirement by the blaze and did not contribute America) Ltd, and the policy was

dling congressioral concern about The heavier neoprene, the man- The U S National Transporta- to the smoke or fire effective Nov 1 of last year

smoke, flammab,lity and toxicity ufacturer said, apparently acted as tion Safety Board is expected to Ironically, risk management les- London sources say the major

Rep Elliott Levitas, D-Ga, wants a fire barrier, turning into char and hold public hearings on the Air sons learned from fires like the British underwriters are the Arielblaze at the MGM Grand Hotel (see Syndicate at Lloyd's and the Orion
story, page 1) may have selped Insurance Co Underwriters are

Lloyd's adopts divestment rules save the lives of many of the pas- said to have already advanced $1
sengers aboard Air Canada Flight million to assist accident victims
979 with early expenses

Continued from page 2 cies that they must sell Robinson PLC "The commission Authorities say flight attendants McI)onnell-Douglas' product lia-

underwriter to accept certain risks Top executives to large Lloyd's between members and managing moistened and distributed wet bility coverage, for an undisclosed
by threatening to remove Lloyd's brokerages had said prior to last agencies is not defined" in the pro- towels to passengers as the plane amount, is also led in London by
members from his syndicate week's council action that a new posed rules, he added rapidly descended toward a land- the Ariel Syndicate

Some Lloyd's members and legis- system of remuneration between A change in commission ar- ing, adding that those who teld the The accident comes as maOr

lators successfully advocated that members and underwriting agen- rangements between the members' towels to their faces to screen the aviation underwriters are prepar-brokers be forced to divest tneir cies could be arranged if the bro- and the underwriting agencies iS toxic smoke were among survivors ing to quote the July 1 renewal of
underwriting agency because of a kers were allowed to retain the "likely to happen but lt lS Very SO- The safety director of Canada's Pan American World Airways Inc,
conflict of interest between provid- members' agencies phisticated accounting," explained 6,000-member flight attendants Northwest Orient Airlines Inc and
ing both brokerage and under- "A fair amount of (underwriting) David Palmer, chairman of Willis union said the procedure was never possibly other commercial airlines
writing services to the same clients earnings may be available to us Faber PLC spelled out in training or flight Traditionally, July 1 has been the

By retaining their Lloyd's mem- (through members agencies), "It is quite possible that remuner- safety rules Rather, flight atten- date on which most major U S air
bers' agencies, Lloyd's brokers may though we will not control our ation between members and man- dants-who must spend many carriers renew their hull-and-lia-be able to keep some of the profits managing agencies," said John aging agencies might be modified," nights in hotels-were told of the bility coverage, though since lasttallied by the underwriting agen- Hogg, deputy chairman of Hogg said Tony Keys, group develop- wet-towel procedure by the union year the airlines have attempted toment director for Stewart Wright- and airline as a way of surviving stagger their renewals

son Holdings PLC "But we se- hotel fires Pan Am's insurers are believed

parated members' and managing "When the crew was asked how to be bearing at least 50% of an esti-
agencies some years ago We may they got that idea, they said from a mated $60 million in liability costs
wish to retain members' agencies memo that either we or the com- of last year's crash of a B-727 dur-
or sell them, I do not know " pany sent around," says Barbara M ing a takeoff from the New Orleans

CAN YOU GET
Representatives from the large Dunn of the Vancouver, B C,- airport during a thunderstorm a

Lloyd's brokerages also said last
week that they were generally r

A MEDICAL OPINION pleased with the Higgins working
party rules adopted by the council insurance services guide

ON *THH CLAIM
last week

"I think now we will get value <
for whatever we divest," said Mr

FROM YOUR INSURER?
Palmer "The way is now open to ENGLISH & ASSOCIATES ATWOOD & CO.

Annuity Specialists
devise a plan to sell our managing Consulting Actuaries

Settlement Annuities
agencies "

Claim Reviews

Claims Cash Flow Programs
Under the new rules, which still Reinsurance and Re$erve Analysts

much be formally ratified as a Call or write for free analvis for Captives and Self insurers

bylaw by the council, all under- 27285 Las Ramblas, Suite 230
5000 Ambrose Ave

- writing agencies must be under the Mission Viejo. California 92691
Los Angeles, CA 90027

(714) 643-2144
<2133 661-9260

management and control of mem-
With lE&Eyoucan! Wearetheonlyclaimsadministra- bers of the Lloyd's community Information About Software Systems

tor in the country to offer claims-based hospital utill- after they are divestec by the bro- for Claims, Benefits and Risk Analysis

zation review by medical professionals. kers, "which is most important," Call or Write

said Mr Davison RESOURCE INFORMATION

According to the rules, two- AutoLab- MANAGEMENT SYSTEMS, INC

EXECUTIVE & EMPLOYEE thirds of the agencies' voting shares Automotive Engineering Consultants 7800 W College Drive,
Palos Heights. IL 60463

BENEFIT PLANS, INC. must be owned by working or ex- • Accident reconstruction Phone 312/448-5911

ternal Lloyd's members No one • Special Engineering Studies3 Pioneers m our field, yesterday and today. member can own more than 40% of • Tire failure analysis
• Highway Safety Design FIREMAN & KRAMER

For informatzon tn czttes not listed these shares • Fire investigation
call C J Wintersteller at No limitation is set on ownership • Mechanical testing

Defense Counsel

(614) 481-8391 of non-voting shares, but anyone • Technical case Rev,ew All NYC Area Courts

owning more than 10% of either
Attanta E A. Hightower (404) 256-2900

Division of 212 994-940C Contact Anthony LaBella, Esq
voting or non-voting shares must Allen Dahle & Co, Inc 914 694-1222

Orlando Paul Holderbaum (305) 849-6020
305 Avenue U

65 West Red Oak Lane 516 466-2646
be approved by the council Brooklyn, New York 11223

Columbus. C J Wintersteller(614) 481-8391
White Plains NY 10604 203 369-5566

For example, the council could (212) 996-9600

Cinctnnatt L S. McCrosky (513) 772-0700 decide in the future that commer-
Cleveland Joseph Kral (216) 886-6800 cial insurers cannot own more than
Dallas J M Bransford (214) 221-2584 For advertising Information In the INSURANCE SERVICES GUIDE

a 10% interest in an underwriting Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611
agency, Mr Davison said Telephone (312) 649-5340
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J0 3 Switch to fees from commissions
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305

000

205

290 won't occur overnight for brokers205

200

By LEONARD M. WILSON Negotiated commissions ostensibly should
270

f - It may seem as if the client and the brokerri Special to Business Insurance have insulated the brokers, at least in part, are on opposite sides of the question of fees265 from the adversity of lower premium rates vs commissions In reality, they are in theECURITIES ANALYSTS are sometimes a In point of fact, we find little visible evidence same corner The client needs a range of bro-
. ind of lightning rod for events that occur that brokerage revenues have derived any kerage services, while the broker must be ad-

250,
2 within the industries that they follow

21c meaningful protection from the under- equately compensated if staff and serviceAt Marsh & MeLennan Cos Inc 's annual writing cycle Realizations from renewal levels are to be maintained The broker's210

235 meeting, M&M Chairman John M Regan Jr have eroded consistently since the advent of compensation structure evolved to reflectmade what seemed to be cogent, but innocu- rate competition over the past four years- b *. * '1> 4>'f,Af# these client requirements and, simultan-0 ous, remarks about gradually shifting insur- The depth and duration of the current eously, allow a reasonable profit22

ance brokerage compensation from commis- cycle have prompted brokers to examine the Alexander & Alexander Services Inc 's re-/ sions to fees This was a reiteration of a train issue of compensation The broker's obliga- cent disclosure of significant staff reductionsof thought publicly ex-Insurance ,ndustry stocks gained ground In the pressed on other occa- tions to the client do not diminish when pre- is food for thought Recent rate reductionsweek end,ng June 7 as the Bus,ness insurance sions But, somehow, a miums are reduced Yet, the cumulative dol- have badly pinched brokers' profitability At
stock index rose 1.7 points to 277 from the mark write-up in a financial lar realizations per insurance unit, or other what point do staff cuts lead to curtalled eli-of 275.3 posted on May 31. Twenty-nine Issues publication conveyed physical measures of activity, have likely de- ent services? Compensation formulas thatf&posted gains, 25 closed down and 10 were un- an air of the dramatic FY f chned about 30% to 40% since 1979 Over the lead to impairment of client service and cre-changed. The largest gains were posted by Ex- that elicited a rash of \'* same period, current dollar expenses, spurred ate earnings disarray for the brokers are in-0 1cels,or Insurance Co., 19.3%; Alexander & investor inquiries by inflation, have advanced 35% to 40% Now, nobody's interest
Alexander Services Inc., 8.5%; Corroon & Black there is concern that the market may remainMaybe investor reae- For better or worse, commissions will re-Corp., 8.2%; Poe & Associates Inc., 7.7%; Frank tion reflected almost soft for several years longer main the prevalent mode of brokerage com-B. Hall & Co. Inc., 6.1%. The largest losses were inevitable skittishness Moving from fees to commissions, though, pensation for a long time An easing in pre-posted by American General Corp., 5.6%; m the current environ- cannot be accomplished overnight Bro- mium rate competition might defuse theAmencan National Insurance Co., 5.0%; Conti- ment of decelerating Mr. Wilson kerage compensation practices are en- issue temporarily But, insurance brokeragenental Corp., 4.4%; Travelers Corp., 4.0%; and earnings progress for trenched There isa quadruple tier of educa- has held to a steady course of professionalism

tion required Risk managers, the broker's for a generation Ultimately, perhaps in theStatesman Group Inc., 3.3%. The 8/ Index insurance brokers Having experienced the own staff, insurance companies and, in some 19905, professionalism may be more compati-posted a 0.6% Increase, more than the 0.3% negative operating leverage of declining pre- instances, regulators must perceive a shift as ble with fees than commissionsincrease reported tri the New York Stock mium rates, some observers were concerned constructive before it can happen widelyExchange composite over the same pe- that the advent of fee compensation wouldrlod. In the meantime, investors need not fear aThe premise that an insurance broker, like modification in compensation that will elimi-nullify the upside leverage when premium other professionals, should have compensa- nate the brokers' positive operating leveragerates finally begin to rise
British Issues tion linked directly to work performed seems from rising premium rates The only questionCompensation m property/casualty insur- eminently rational But the parties to the ar- is when it will happen

7 June
1 Week ance has long been a hybrid proposition Ne- rangement do not necessarily have an iden- .

Price P/E Div. Yield High-Low gotiated commissions, straight commissions, tity or interest or a quick perception of lin-Companies pence pence 96 pencepence
Commt Union contingent commissions, fees and even in- mediate gains

164 497 1686 103 164- 159
Eagle Star vestment income are compensation modali-

396 158 2429 61 411- 396 Moreover, the commission system has Financial briefs
GenIAccident 426 136 2429 57 426- 411 ties Most publicly owned brokerages have worked It has exposed the broker to fluctua-
Gdn Royal Exch 453 12 0 27 86 6 1 453- 441 typically received a sizable proportion of rev- tions in insurance pricing, but what is lost on Industry results
Phoenix 328 179 25 00 7 6 3*- 316 enues in the form of negotiated commissions the downside of the rate cycle has been re-
Royal 481 124 3786 79 481- 468 from jumbo accounts U S property/casualty insurers reported
Sun Alliance couped on the recovery in commercial pre- net aftertax operating earnings of $1 991119 153 68 57 61 1119-1093 A negotiated commission has the charac- miums Inherently conservative, most public billion in the first quarter, a 116% rise over
Brokers teristics of a fee Compensation varies to a brokers would likely prefer a "go-slow" pos- the $922 million in earnings reported m the
CEHeath degree with the services provided to the ch- ture to change310 84 2107 68 313-310 first three months of 1982
Hogg Robinson 107 8 2 857 80 110- 105 ent In fact, push negotiaced commissions to a There lS another aspect as well Whether Insurers also posted better underwritingJH Minet 126 12 0 650 51 126- 120 logical extreme- and you have unbundhng of they admit it or not, risk managers have ben- results in this year's first quarter, accordingSedg Gm 210 120 10100 48 213- 209 brokerage services efitted in this cycle from the commission sys- to statistics gathered by the Insurance Ser-Stenhouse Hidg 111 104 7 86 7 1 112- 111 tem The corollary of the decline in broker vices Office and the National Assn of Inde-Stew Wnghtson 253 9.2 20 43 8 1 253- 246
Willis Faber 520 137 2500 48 523- 518 realizations per unit of insurance is a rather pendent Insurers The industry reported un-Leonard M Wilson. a vp of L F Rothschild, sizable reduction in the client's cost of bro- derwriting losses of $2 51 billion, comparedSource Phil.p Olsen/Alan Clifton, Insurance Industry Unterberg, Towbm :n New York, speciattzes kerage, whether measured in constant dol- with $2 77 billion a year earlierSpecialists Kite* & Altken Stockbrokers,

London m insurance brokerage stocks He ts a mem- lars or in dollars per insurance unit This Written premiums totaled $26 03 billion, anber of the New York Society of Secunty Ana- zero-sum game means that the broker's increase of 24% over the $2541 billion writ-lysts
shortfall has been the client's gain ten in the first quarter of 1982

Frank B. Hall

Bl Industry Stock Report Frank B Hall & Co Inc has a new minor-
ity owner Reliance Insurance Co

JUNE 7, 1983 6/1/83 THRU 6/7/83 JUNE 7, 1983 After almost two years of legal battling,
nsurance Cos Pnce % Chg P/E $ Div % Yld High Low Vol (000) 6/1/83 THRU 6/7/83 Ryder System Inc, the truck-leasing com-

Price % Chg P/EE $ Av % Yld High Low Vol (000) pany, sold its 9 14% interest in the nation's
Aetna Life & Cas Co ----

NYSE 41 75 -0 9 7.3 2 64 6 3 - I.-Ii- third-largest insurance brokerage to the unitAmerican Bankers Ins Group OTC
42.75 41.75 602 4

1413 -09 111 0.50 35 Travelers Corp
American Gen Ins Co 14.13 14.CO 123 3 NYSE 29.63 40 79 1.80 61 30.25 2963 1,2786

NYSE 21 00 -5 6 80 080 38 United Fire & Cas Co of Saul Steinberg's privately held Reliance
American Indty Firl Corp OTC

22.13 21 CO 615.2

2075 0.0 154 112 5.4 20.88 20.75 OTC 33.00 0.0 98 088 27 33 00 33 00 48 Group Inc Ryder, which acquired the stockAmerican Intl Group Inc OTC
86

73.00 03 126 044 06 Urited States Fid & Gty Co73.50 71 00 465 8 NYSE 53.75 0 9 12 6 3.84 7 1United Svcs Life Ins Co 53.88 53.25 118 0 gradually at around $25 a share, sold its stake
American Natl Ins Co OTC 1900 -50 7.9 084 44 Uslife Corp

19 63 19 00 OTC 22 75 0 6 6 8 1.00 4 4 22 75 22 50 16 9 ln Hall for $31 a share on June 3American Sts Li-e Ins Co 43.9
OTC

NYSE 24.50 2.1 68 088 36
31.50 -1 6 8.8 0.88 2.8 Washington Natt Corp 24.88 24.50 136 1

Aneco Reins Ltd OTC
32.00 31.50 22 NYSE 32.38 -3 0 14 7 1.08 3 3

375 3.4125.0 000 0.0 Zenith Natl Ins Corp 33.00 32.38 184 8
3.75 Reliance Group also owns close to half ofAvemco Corp 3.63 46 8

AMEX 16.38 0.8 98 058 35 OTC 24 25 -3.0 11 8 080 3.3 24 50 24 25 14 2 EH Crump Cos Inc, another major insur-Banks Iowa Inc OTC
16 38 16.13 26 3

46 00 3 4 12.2 1.52 3 3 INSURANCE COMPANIES
46.00* 44.53 6.4 AVERAGE 10 3 37

Bitco Corp Agents/Brokers ante broker In both cases, Reliance describes
OTC 37.00 0 0 7.7 2.00 5 4

Carolina Cas Ins Co OTC
37 50 37.00 50 the positions as for investment purposes only

Chubb Corp
8.25 0.0 109 0.32 3.9 8.25 8.23 Alexander & Alexander Svcs

OTC 1 0 Baldwin & Lyons Inc NYSE 23.88 8.5 00 100 42
6200 53 9.6 292 47 24 63 23.38 999 8

Combined Intl Corp

SE 30.13 -4 4 166 2 6  
62.75* 59 88 805.4 OTC 41.50 00 76 080 1.9 41.50 41 50 Ryder's attempts to acquire additional

Continental Corm 33.63 32.75 159.4 Corroon 8 Black Corp NYSE 24.63 8 2 13 1 1.80 7.3
Crump E H Cos Inc 24.88 23.0030.50 29.88 45 shares of Hall were frustrated when Hall281 8

Crawford & Co
Emett & Chandler Cos Inc OTC 11 75 1 1 17 0 0 40 3 4 11 75 11 63 3 5 purchased Ryder's financially ailing competi-OTC

OTC 10.25 -1.2 0 0 0.00 0.02350 1.1 170 0.60 2.6 10 38 10 25
23.50 23.50 86

Crown Life Ins Co 86
OTC 11000 00 7.2 310 2 8 11000 11000 tor in the truck-leasing field, Jartran IncEmployers Cas Co OTC

0.0 Hall Frank B & Co Inc
41 00 00 84 120 2.9 NYSE 3250 61 185 1 70 52 3250 3038 1,5731

Equifax Inc 41.00 41.00 Integtated Res Inc
NYSE 32.00 -0 4 146 1.40 4 4

AMEN 41.13 -03 16.1 000 0 0 41.13 40.25 Hall also filed suit in January 1982 in U S
Excels,or Ins Co 32.38 31.13 52.1 Marsh & Mclennan Cos Inc 119 5

OTC 13.50 19 2 87 070 5.2 13.50* 11.00 3.6 Poe & Assoc Inc F 15 -1 ] Zi E M 1 2 1-5 41  was barred for antitrust reasons from acquir-District Court in Chicago, claiming Ryder
Farmers Group Inc

Reed Stenhouse Cos Ltd
OTC 4100 22 10.8 136 33

Foremost Corp Amer 41.00 40.13 536.4
OTC 5175 -2.8 159 124 24 53 00 51 75 AGENTS/BROKERS

Fremont Gen Corp OTC 81 AVERAGE 16 9 36 ing any more Hall stock (BI, July 28, 1982)
27.75 2 3 925.0 0.48 1 7 27.88 26.88 202 1 The court ruled July 12 that Ryder mustGreat West Life Assurn Co OTC 200 00 0 5 10.9 10.00 5 0 200.00 200.00 0 0 Conglomerates/Holding CosHanover Ins Co OTC 59.25 -2 1 7.4 0.88 1 5 61 75 59 25 26 8 give advance notice to the court before ac-

Hartford Steam Boiler Insptn OTC 55.00 -0.9 12 1 3.00 5.5 quiring any more Hall stock The suit is StillJefferson Natl Life Ins Co OTC
55.00 54.50

47.00 0 0 14.7 0.76 1 6 Ame-1 can Express(Fi reman's Fd) NYSE 67.00 -4.1 14 0 1.92 2.9 70 63 67.00 1,561 6 pending
Kemper Corp OTC

47.50 47.00 9 6 ,Anderson Clayton(Ranger/PanAm) NYSE 32 00 2 8 21.3 1.32 4.1 32 00 31.00 28.162
49.00 1.0 9 2 1.80 3 7 Arm,-0 Inc

Lincoln Natl Corp Ind 49 38 47.88 96 0 NYSE 18.00 -5 3 0.0 0.40 2.2
NYSE 49.25 0.5 9 0 3.00 6.1 18.88 18 00 524 7

Mission Ins Group Inc 49 88 49 00 128 0 Cltv Investing Co (Home Ins ) NYSE 36 00 6.3 86 180 50 36.00* 34.38 458.1NYSE 38.75 -1.9 10.7 1.00 2 6 40.25 38.75 182.4
CNA Fint Corp (CNA) NYSE 22.38 1.7 8.9 0.00 0 0 22 38* 22.13 37.2

Nationwide Corp Ohio Emett & Chandler
OTC 41.75 0.0 153 0.70 1.7

Northwestern Natl Life Ins OTC DID NOT TRUE Control Data (Comml. Credit) NYSE 57.63 1.1 14.5 0.60 1.0
35.38 2.2 23 4 1 50 4.2 General Re Corp 58.50 57.00 784.8

Ohio Cas Corp OTC
35.38 34.63 55 1 NYSE 60.00 1.7 12 7 1.28 2.1

54.25 1.6 10.3 2.52 46 Gulf Utd Corp 61.75 59.75 693 0 Emmet & Chandler Cos said Old Republic
Old Rep Intl Corp OTC

54.38 53.63 64.5 NYSE 27.00 -1 8 8.4 1.32 4.9
30.38 08 74 090 3.0 Cigna Corp 27.38 27.00 627.0

0/ion Cap Corp 30.50 30 00 47 9 NYSE 49.13 -0.3 7.1 2 48 5 0 49 63 48 50 1,397.8 Insurance Co had boosted its stake in the Los
NYSE 25.25 -1 0 12 8 0.66 2.6 25.25 24.88 42 5

ITT (Hartford Group)
NYSE 3813 -2 2 8.2 2.76 7 2 39 25 38.13 1,041 4 Angeles-based broker to 9 58% from 8 08%Preferred Risk Life Ins Co OTC 33.00 -1.5 9.1 1 00 3 0 33.25 33.00 Optimum Htdg Corp OTC

Provident Life & Acc Ins Co 788 1.6 129 000 0.0OTC 61 00 -1 6 8.7 2.60 4.3
7.88 Old Republic is principally a writer of coal-7.75 45

St Paul Cos Inc OTC
61.00 61.00 4 0 Sears Roebuck & Co (Allstate) NYSE 38.88 1.0 14 2 1 52 3 9 39.63 38 50 1,433.239 8

64.75 16 6.6 2.80 4.3 64.75 63.50 Baldwin Utd Corp mine workers compensation coverage but lSSafeco Corp OTC 422.3
58.13 2 9 12 1 2.40 4.1 Teledyne Inc (Argonaut)

Sri Corp 58.38 56.63 NYSE 11 63 -8.8 .55 000 00 13.63 11 63 2.040 7 part of the multiline Old Republic Interna-OTC 203.6 NYSE 158.63 5 0 13.7 0.00 0 0 158 63* 152.5044.50 -1.1 8.3 1.12 2 5 683.845.25 44.50 29.5 (id;1red s tional Corp
Sibets Bruce Group Inc OTC James) NYSE 31.25 2 5 10 3 1.50 4.8

27.88 88 15.3 080 29 31.25* 30.25 430.4
Statesman Group Inc 27.88 25.63

OTC
50 0

11.13 -3.3 8.2 0.15 1.3 CONGLOMERATES/HOLDING COS Both Reliance and Old Republic have small11 38 11.13 AVERAGETokio Marine & Fin In$ Co 51.4 13.4OTC 2.697.75 -2.0 15 7 0.92 0.9 99 50 97.75 7.5 *Record high/low since Jan 1,1983 stakes in Corroon & Black Corp, another
S¥flem design Altman information Sv¢em broker, but have reduced those holdings in

the last year In response, C&B shareholders
added anti-takeover provisions to the com-
pany's corporate bylaws (BI, May 16, 1982) i



Six reasons why 151arge
corporations just switched to
Northbrook National Accounts.

Northbrook National Accounts
3810 Golf Road
Rolling Meadows, IL 60008
H. Barton Cotter
Assistant Vice President
(312) 364-2727

What did these firms see in Northbrook?1. Bold, aggressive pricing and flexible premium-payment plans*
for-Eigh-quality risks.2. Tailored protection to fit specific client needs; cooperativelydesigned-bythe-producer and Northbrook.3. Professional underwriters with authority and expertise.4. National network of commercial claim specialists with advanced
on-line computer systems.5. Valuable loss-control services directed by Certified SafetyProfessionals with access to our state-of-the-art Environmental Science
and Property Laboratories.6. Financial stability with long-term commitment to the market.

This unique blend of price, protection, stability, and serviceis why so many producers and risk managers are choosingNorthbrook National Accounts in today's competitive climate.Next time you need a quote on a large account, check theYellow Pages for the nearest Northbrook Property and Casualty
branch office. Or call:
J. Con Johnson (Chicago)

312-364-2058

Chuck Gehrke (Atlanta)
404-435-2424

Cheri DeGeere (Los Angeles) 714-990-7403
*Subjeit to state laws and regulations.

NORTH
BROOK

M. Barton CotterAssistant Vice President

Northbrook
National Accounts
A Division of Northbrook Property and Casualty Insurance Company
South Barrington, Illinois 60010


