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Democratic proposal would strip
insurers of antitrust exemption

WASHINGTON-House subcommit-
tee staff members are circulating draft
amendments to strip insurers' current
limited exemption from federal antitrust

law.

The Democratic staff of the House
Monopolies and Commercial Law Sub-
committee is examining modifications to
the McCarran-Ferguson Act that would
make price fixing or the development
and publication of recommended rates
subject to antitrust law.

Continued on nezt page

OSHA cracks down

Rules limit toxic exposures

By DEBORAH SHALOWITZ

WASHINGTON-Compliance with a far-
reaching Labor Department proposal to re-
duce workers' exposure to about 400 widely
used hazardous substances in one fell swoop
will cost employers almost $930 million an-
nually, the government says.

The proposed regulation, announced last

week by the Occupational Safety and Health
Administration at a press conference in
Washington, will apply to about 500,000 fa-
cilities using the regulated substances, ac-
cording to the agency.
-*pbout 100,000 of these facilities will incur
some costs to comply with the proposed rule,
according to OSHA. The total annual cost of
compliance, according to OSHA: $927.83
million, including capital outlays and
operating expenses.

About 3.7 million workers currently are
exposed to higher levels of hazardous sub-
stances than will be allowed under the pro-
posed rule, OSHA estimates. Workers' expo-
sure to 205 of the approximately 400
substances has never been regulated before.

The breadth of the proposed rule, which
Assistant Secretary of Labor John A. Pen-
dergrass called "the most significant work-

place exposure action taken by OSHA in its
17-year history," is a major departure from
OSHA's traditional procedure of evaluating
the safety of substances individually.

Using that approach, the agency has pro-
duced comprehensive health standards for
only 24 substances in 17 years after a whole-
sale adoption in 1971 of exposure limits gov-
erning approximately 500 substances.

"The substance-by-substance approach
cannot keep up with the number of chemi-
cals in the market," Mr. Pendergrass said.

OSHA estimates that the new standard,
which could take effect as soon as early next
year, could reduce work-related illnesses by
50,000 cases each year. Furthermore, the
new standard could reduce lost workdays
due to exposure-related illnesses by 500,000
annually and save up to 500 lives per year.

OSHA has not estimated the savings em-
ployers will realize in workers compensation
costs as a result of the reduced exposures.

OSHA's recommended new exposure levels
did not meet with unanimous approval. The
AFL-CIO released a statement shortly after
the OSHA announcement claiming that the
proposed regulation "does not go far
enough.”

Continued on page 33
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Assistant Secretary of Labor John Pendergrass unveils OSHA's sweeping proposal
to reduce workers' exposure to about 400 widely used hazardous substances.

House vote unlikely Long-term care legislation
may rise from ashes in '89

after panel OKs
product liability bill

By DEBORAH SHALOWITZ

WASHINGTON-The federal product liability reform bill ex-
pected to be approved by a House committee this week probably
will not make it to the House floor this year, observers say.

"l don't think the legislation will see the light of day on the House
floor," said Tom O'Day, associate vp in the Washington office of the
Alliance of American Insurers.

There is only a "remote" chance of the legislation proceeding to
the House floor this year, agreed Liberty Mahshigian, co-counsel for
The Product Liability Alliance in Washington.

Rep. Thomas Tauke, R-lowa, told an insurance industry gathering
last week that after the House Energy and Commerce Committee
finishes its markup of the product liability bill, "we won't hear any-
thing more about it" this year.

Even during markup of the bill, committee members seemed to as-
sume the legislation would not get much further.

"Obviously (the bill) is not going anywhere," said Rep. Ralph M.
Hall, D-Texas. "We're just getting on record for the November elec-
tions.”

And Rep. Henry Waxman, D-Calif., said he plans to work on a
broad amendment to exclude all drugs from product liability legis-
lation when the proposal is considered in the next session of Con-
gress.

The watered-down bill that the Energy and Commerce Committee

Continued on page 38
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Panelists d ate allegatio
of industry a ac

By JERRY GEISEL

WASHINGTON-Legislation that would establish a
new, massive federal long-term health care program
will be back on the congressional front-burner next
year despite the House of Representatives' decisive re-
jection of a home health care proposal last week.

Amid charges of by-passing normal congressional
review procedures, the House voted 243-169 to decline
to consider a $30 billion home health care bill pro-
posed by Rep. Claude Pepper, D-Fla., the congressio-
nal champion of the elderly.

The measure would have socked employers with $3
billion in new Social Security payroll taxes annually
over the next five years to finance home health care
benefits for the elderly and the chronically disabled.
Employees would have picked up the remaining $15
billion tab on the program costs.

The cost of the program would have been funded at
least initially by subjecting all wages to the Medicare
portion of Social Security payroll tax. The Medicare
tax-paid equally be employers and employees-cur-
rently is 1.45% of the first $45,000 of wages.

The death of the legislation, which had developed a
strong head of steam, had as much to do with the man-
ner in which it came to the House floor as with objec-
tions to the measure's provisions.

The bill bypassed the House Energy and Commerce
Committee and the Ways and Means Committee, which
normally would have had jurisdiction over the legisla-
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tion, after Rep. Pepper worked out a deal with House
Speaker Rep. Jim Wright, D-Texas.

Under this arrangement, Rep. Pepper was promised
a floor vote on his cherished legislation without com-
mittee scrutiny.

In addition, under a rule approved by the House
Rules Committee, which Rep. Pepper chairs, the bill
was to be considered with limited debate. No amend-
ments could be added to it.

In exchange for the promised floor vote, Rep. Pepper
agreed not to offer any long-term health care amend-
ments to legislation recently approved by the House
and Senate that expands the Medicare program to
cover acute care catastrophic health care expenses (see
update, page 2).

Congressional heavyweight Daniel Rostenkowski,
D-Ill., chairman of the House Ways and Means Com-
mittee, was outraged by this arrangement and used his
considerable influence to help kill the bill.

"The committee of jurisdiction has been effectively
discharged without the normal requirements and pro-
cedures for such action having been followed. | cannot
remember a more serious violation of the House rules,”
Rep. Rostenkowski said in a widely circulated letter to
his House colleagues.

"This is a gag rule," said Rep. John Dingell, D-Mich.,
another congressional powerhouse, referring to the
limited debate rule.

"This rule denies the House the opportunity to have

Continued on page 38
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Update

Antitrust changes under review

Continued from preutous page

Insurers say that if the proposal IS enacted, then loint activities,
such as the setting of rates by industry organizations like the Insur-
ance Services Office Inc and the formation of 1ndustrywide pools,
could be subject to antitrust challenges

"There would be a tremendous amount of uncertainty There
would be a reluctance to get involved in joint ventures if you faced
the prospect of treble damages," said Steve Broadle, senior tax
counsel for the Alliance of American Insurers in Washington

Under the amendments, sharing data on expenses, profits or
"contingencies" would be brought under the purview of antitrust
laws Other activities sub]ect to antitrust law would Include tying
the sale of insurance to any other service or product

INnsurers could continue to share "loss costs," which are not de-
fined in the proposal

The amendments also would give the Federal Trade Commission
full authority to investigate the insurance industry

Industry lobbyists say more amendments are expected to be un-
velled soon

Travelers puts units on block

HARTFORD, Conn -Travelers Corp plans to sell its reinsur-
ance, excess and surplus lines and surety businesses, which ac-
counted for a total of $397 1 million in premiums last year, accord-
ing to a spokesman

The sale will include all of Constitution State Management Co,
which writes both reinsurance and surplus lines business, and the
bulk of the business handled by Plaza Corp, which also writes
surplus lines business, the spokesman said However, Travelers will
retain an annuities business operated by Plaza

Surety business is handled by a Travelers department, he noted

There already have been several inquiries from potential buyers,
said the spokesman, who said "We're talking to them "

Travelers decided to sell the businesses as a result of its ongoing
evaluation of its operations and their strategic importance to Tra-
velers, said Wheeler H Hess Jr , senior vp-property/casualty, in a
statennent

The reinsurance business generated $307 1 million in premiums
last year, while the surety business generated $50 million and the
surplus lines business $40 miillion in premiums, the spokesman
said

The business to be sold represented 76% of Travelers' reported
$5 26 billion in net written premiums in 1987

Last month, Travelers sold a Plaza subsidiary, C&F Surplus, to
Greenwich, Conn -based W R Berkeley for an undisclosed sum,
the spokesman also noted C&F iS a surplus lines underwnting
manager

Travelers also plans to sell its Toronto-based Canadian insurance
operations, which have assets of more than $682 1 million

Senate passes Medicare bill

WASHINGTON-Legislation to expand the federal Medicare
program is headed to President Reagan for signature

Last week, the Senate approved landmark legislation 86-11 giv-
ing the elderly more protection from catastrophic acute care health
expenses The House overwhelmingly approved the measure earlier
this month (BI, June 6)

The legislation will expand both Part A of Medicare, which
covers hospital expenses, and Part B, which covers physician ser-
vices, to limit retirees’' total out-of-pocket expenses for covered
services to about $2,000 a year The legislation also requires em-
ployers that eliminate portions of their retiree health care plans
that duplicate new benefits of the expanded Medicare program to
pass those savings on to retirees in two phases (Bl, May 30)

In 1989, employers will have to pass on for one year the cost
savings they achieve when they eliminate hospital benefits that
duplicate Medicare Part A, which will be expanded that year

In 1990, employers that reduce benefits that duplicate Medicare
Part B will have to pass those savings on to retirees for one
vear

The total savings-through the elimination of duplicative bene-
fits-that an employer with a representative retiree health care
plan will have to pass on to each retiree will be about $100 to $120
over the next two years, experts say

The Medicare legislation will be financed through sharp in-
creases in the monthly Part B premium and a new income-related
supplemental premium paid by retirees

N.Y. to drop public entity MAP

NEW YORK-The state of New York will phase out its liability
insurance market assistance program for municipalities during the
next year because the coverage now is more available

Under the voluntary Municipal Market Assistance Program, en-
acted in 1985, approximately 25 insurers wrote liability insurance
for towns, villages and school districts that could not obtain cover-
age on their own MMAP, which assisted more than 300 municipal-
ities at the height of the program, now serves 150 municipalities

The MMAP will not accept new business after Sept 1 and will not
renew coverages after July 1, 1989

A New York Insurance Department spokesman said the program

did nOt Include a time limit when it was instituted because "it was

to be in effect until the market repaired itself and the participants
Continued on page 37

Errors & omissions

< CIGNA Corp 's aftertax operating earnings declined 55% dur-
ing the first quarter CIGNA's earnings were incorrectly reported in
a chart in the June 6 issue due to the inadvertent omission of paren-
theses The aggregates and averages in the chart are correct

Former clients charge B.R.I
with exto rtion, rac keteering

By DOUGLAS McLEOD

number of leased autos covered by the retro program,
failed to pay premiums when due and failed to pay
NEW YORK-B RI Coverage Corp, one of the lar- service fees and other amounts advanced by BRI The
gest privately held U S insurance brokers, IS fighting suit sought compensatory damages of more than $1 3
civil racketeering and extortion charges brought by a million
group of former clients However, in court papers seeking to dismiss BRI's
In a complaint filed in US District Court in Man- lawsuit, Potamkin charged that BRI knew of its
hattan, New York-based Potamkin Cadillac Corp and plans to file a federal racketeering suit and filed its
19 other Potamkin auto dealerships accuse BRI and complaint in state court as a " first strike' Intended
two BRI executives of defrauding the Potamkin to Impede the prosecution of the claims against BRI"
group of millions of dollars over a six-year period State Supreme Court Judge Irma Vidal Santaella
Among other things, the complaint charges that New dismissed BRI's lawsuit on May 18, said James B
York-based BRI Zane, a partner with the New York firm of Zane &
= Secretly collected commissions on insurance Rudofsky, which represents Potamkin
placements for which It had already received fees Meanwhile, BRI has denied the allegations in Po-
« Fraudulently misrepresented Potamkin's loss ex- tamkin's federal complaint and has filed several coun-
perience during the first two years of a three-year terclaims leveling essentially the same charges out-
retrospectively rated policy covering Potamkin's auto lined in the state court action
leasing customers As a result, Potamkin drastically B R | President Donald T Ferrarini, a defendant in
undercharged ItS leasing customers for the coverage the federal lawsuit, said the dispute "is purely a mat-
and suffered out-of-pocket losses of about $6 million ter of accounting "BRI has suggested that the two
= Violated New York insurance law by depositing sides settle the dispute by hiring Independent auditors
Potamkin premiums in BRI operating accounts to resolve the accounting problems, he said
rather than in an escrow account Potamkin, one of the largest auto dealership groups
« Threatened Potamkin that it would go to the state in the nation, has since shifted its brokerage account to
attorney general with allegations about "illegal acts" Johnson & Higgins, according to Mr Zane, who de-
by Potamkin if Potamkin complained about BRI's al- clined to comment further on any of the allegations in
leged misconduct to the state Insurance Department the federal complaint
Potamkin also accuses BRI of bad faith for filing a Potamkin's lawsuit, filed Aug 3, 1987, names BRI,
lawsuit against the auto dealership m New York State Mr Ferrarint, Harold K Ross, aBRI senior vp, and
Supreme Court H K Ross Corp , another brokerage based in New York
B R | 's own suit-filed last July but dismissed last and controlled by Mr Ross
month-charged that Potamkin underreported the

Charges against defendant
In Howden scandal dropped

By STACY SHAPIRO

Contznued on page 36

Howden Director Jack H Carpenter
A 22-page detailed list of criminal charges revealed
LONDON-Criminal charges have been dropped last week that
against one of the five defendants in the prosecution
stemming from the alleged theft of underwriting funds 55 charges including that on various occasions be-
from Alexander Howden Group PLC and Lloyd's of tween 1980 and 1982 he stole more than 22 million
London syndicates formerly managed by Howden

« Mr Grob, who was extradited from France, faces

pounds ($3 6 million at year-end 1982 exchange rates)
At the beginning of a four-week pretrial hearing last and $2 6 million from Lloyd's syndicates 126 to 129,
week in the Guildhall Magistrates Court, the only two underwritten by Mr Posgate
charges against former Howden Finance Director Under extradition rules between France and En-
Allan Page were dismissed gland, Mr Grob cannot be charged with conspiracy, so
Mr Page's lawyer, Derek Inman, said that Mr Page he has been charged with acts of "false accounting” by
is too 111 to attend the proceedings and has "a short dishonestly falsifying records The charges say he
life expectation " Mr Page has cancer "omitted" in Howden group accounts money paid to
Mr Page was one of five former Howden executives secret holding companies belonging to Howden execu-
arrested in July 1987 and charged with fraud in the tives
so-called Howden affair, which came to light in 1982 « Mr Posgate faces three charges that between Oct
after Alexander & Alexander Services Inc acquired 1, 1979, and Sept 1, 1982, he conspired with Mr Grob,
Howden (BIl, Aug 2, 1982)
A&A in civil litigation filed in 1982 accused five sums of money" belonging to Mr Posgate's syndicates
Howden executives of misappropriating $56 million of 126-129 and 701

Howden and Lloyd's underwriting funds for their own
benefit

Mr Comery, Mr Page and Mr Carpenter to "steal

Mr Posgate also allegedly conspired to defraud his
members through dishonest reinsurance transactions

One of those executives, Ronald Comery, died in a to help the Howden executives secretly acquire the
car crash before the four other executives and a former Banque du Rhone et de la Tamise S A for the benefit
Lloyd's underwriter were arrested (Bl, July 20, 1987) of himself and the other Howden executives

The proceedings before Magistrate Anne Mallinson = Mr Carpenter, who faces six charges of dishon-
will decide if prosecutor Timothy Langdale has a esty, and Mr Hart, who faces four charges, between
strong enough case to go to trial against the remaining January 1974 and May 1977 conspired with Mr Grob,
defendants former Howden Chairman Kenneth V Mr Comery, and Mr Page to steal "sums of money"
Grob, flamboyant Lloyd's underwriter lan R Posgate, belonging to the members of syndicates 502/64 and
former Lloyd's underwriter Colin Hart and former 868/35, which were managed by Howden
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Panel debates industrywide Gconspiracy’

Photo: Jerry Geisel
From left: Legislator Michael Stinziano, attorney general Charlie Brown, broker R.C. Riley,
attorney George Bernstein, regulator Louis Bergeron and economist Scott Harrington.

By JERRY GEISEL

WASHINGTON-Cutthroat competition
among insurers and an expanding civil jus-
tice system-not an industrywide conspiracy
-triggered the liability insurance crunch of
the mid-1980s, several experts say.

At a freewheeling discussion in Washing-
ton last week sponsored by two insurance
trade groups, insurers, academics, regulators
and other observers ridiculed the allegations
by state attorneys general in antitrust suits
that the property/casualty insurance indus-
try organized a conspiracy to manipulate
the liability insurance market.

"l don't think it was a conspiracy. Con-
spiracy implies collusion. The industry is too
greedy to collude," said Lyndon L. Olson Jr.,
president of The National Group Insurance
Cos. in Waco, Texas, and former chairman of
the Texas State Board of Insurance.

"The bottom line: The industry was irre-
sponsible in their underwriting. They
wanted market share. They competed them-
selves into the ground,” Mr. Olson added.

"In 1982-84, general liability suffered de-
teriorating results. No doubt insurers lost
money. Logic dictates prices will go up.
Companies can't lose money over the long
term," said Scott Harrington, associate pro-

fessor of economics at the University of
Pennsylvania's Wharton School.

"Activistic" judges sought maximum com-
pensation for victims. When that happens,
the insurance system breaks down, said
George Priest, John M. Olin professor of
law and economics at Yale University's
School of Law and director of Yale's Center
for Studies in Law, Economics and Public
Policy.

State attorneys general, who filed anti-
trust lawsuits in March charging that indi-
vidual insurers and certain insurance trade
groups conspired to limit commercial lia-
bility insurance coverage, defended those
charges (BIl, March 28).

Those suits, said West Virginia Attorney
General Charlie Brown, are an effort to get
"justice” for insurance consumers.

Insurers acted differently when compared
with other industries facing economic
pressures: They acted to "conspire,” ulti-
mately resulting in restricted liability cover-
age and "inferior" policies offered to the
public, said Mr. Brown, one of the attorneys
general participating in the antitrust litiga-
tion.

"They (insurers) sat together in London
(and) New York. . .They decided what is

Continued on page 10

Aerojet requests rehearing
of pollution coverage denial

By STACY ADLER

SAN BRUNO, Calif.-Aerojet-General Corf is ask-
-ing a California state court to reconsider its recent
decision that comprehensive general liability policies
do not cover government-mandated pollution cleanup

costs.

Disregarding contrary preliminary rulings made
weeks earlier in the same court in the Shell Oil Co.
litigation, San Mateo County Superior Court Judge
John J. Bible ruled May 25 that costs incurred by
a policyholder in complying with a government-man-
dated cleanup are not legal damages and, therefore,
are not covered by CGL policies

On June 3, La Jolla, Calif.-based Aerojet filed a re-
quest for reconsideration of the decision, which bars
the company from collecting tens of millions of dollars
from its 55 commercial liability insurers from 1956 to
1984.

The underlying litigation involves the leaching of
trichloroethylene, or TCE, into the groundwater near
Sacramento, Calif. TCE, which was used by Aerojet as
a solvent to clean rocket parts, leached into the
groundwater under its 8,000-acre facility and is su-
spected of having leached into the American River.

As a result, both the state of California and the
United States have sued Aerojet and its subsidiary,
Cordova Corp., for the costs of cleaning up the conta-
minated area. The federal government's suit was filed
under the Comprehensive Environmental Response,
Compensation & Liability Act. better known as the
Superfund Act. California sued for violations of the
state's Regional Water Board regulations.

In addition, Aerojet has settled about 60 private
third-party lawsuits involving the leaching of TCE,
according to Aerojet attorney Moses Lasky of Lasky,
Haas, Cohler & Munter in San Francisco. The average
settlement was $200 to $1,000, he said.

Aero jet has paid about $50 million to date to clean
the groundwater, but the final cleanup bill will be
"substantially" higher, he said.

Some estimates put the total cleanup bill at $80 mil-
lion to $100 million.

From 1956 to 1960, Aerojet had occurrence-based
third-party liability coverage with limits of $4 million
to $10 million. From 1960 to 1970, policy limits were
$10 million to $50 million. In later years, the limits
were increased to in excess of $100 million.

While various primary insurers were on the risk dur-
ing the 28 years, underwriters at Lloyd's of London
and other London market insurers led the primary
coverage for 14 years from 1956 to 1970. In addition,
the London market wrote excess coverage for Aerojet
in later years.

Other insurers that wrote significant limits for
Aerojet include AlIU Insurance Co. of New York and
other units of American International Group Inc.; Ar-
gonaut Insurance Co. of Menlo Park, Calif.; CNA In-
surance Cos. of Chicago; Fidelity & Casualty Co. of
New York in Concord, N.H_; Insurance Co. of North
America in Philadelphia; Transport Indemnity Co. of
Los Angeles; and U.S. Fire Insurance Co. in Morris-
town, N.J.

In his ruling, Judge Bible said: "Insurers that have
insurance policies and certificates that state 'to pay on

Continued on page 35

$3 million deficit

in health care plan
is blamed on TPA

By MICHAEL BRADFORD

NEVV ORLEANS-The Orleans Parish School Board's self-in-
sured health care plan is at least $3 million short of funds needed to
pay claims because the plan's third-party administrator mishandled
claims payments, school board officials allege.

However, the TPA-Parker, Pleas, Brown & Davis Inc. of New
Orleans-argues that the board was aware of the firm's claims
payment process and that the deficit is the result of the board's own
budgeting mistakes.

Both sides last week were awaiting the results of a recently com-
pleted audit by the Dallas office of William M. Mercer-Meidinger-
Hansen Inc. of the claims the TPA administered.

Orleans Parish School Board officials contend that the deficit re-
sulted because Parker, Pleas did not process a large volume of
claims it should have during the 1987 fiscal year and instead held
over the claims until the 1988 fiscal year, which ends June 30.

"The third-party claims administrator got very behind on claims
in the spring of 1987," said Sam Scarnato, associate superintendent
of business and finance for the school board.

"Claims that should have been paid prior to June 30, 1987, re-
mained on the desk and weren't processed" until after the end of
the fiscal year, he said.

Because so many claims incurred in 1987 went unpaid, budgeting
for the 1988 fiscal year was based on the artificially low claims
recorded in 1987, school board officials explain.

The faulty budget projection, combined with the payment of
1987 claims with 1988 funds, has left a budget deficit that could

Continued on page 11

HMO enrollment tops 30 million: InterStudy

HMO enrollment nationwide
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By ALISON KITTRELL

Some of these new demands stem from provisions in the
HMO Act of 1973, which introduced standards HMOs must

Health maintenance organization enrollment nationwide
now exceeds 30 million for the first time ever, according to a
recent study.

And, although the HMO enroliment growth rate slowed
considerably in 1987, significant growth in January 1988 en-
rollment may indicate that this trend is reversing, says Inter-
Study, an Excelsior, Minn.-based research organization.

HMO enrollment through January was 30.3 million, which
represents a 3.5% gain in just one month from the year-end
1987 HMO enrollment figure of 29.3 million, according to the
most recent data InterStudy has collected. Overall, more than
12% of the U.S. population received health care through
HMOs in 1987, InterStudy notes.

However, HMO enrollment for all of 1987 increased only
13.6% from 25.8 million at year-end 1986.

By contrast, HMO enrollment grew 22% in 1986, and 26% in
1985 (BI, Dec. 7, 1987).

InterStudy believes that several factors contributed to the
slower rate of growth in 1987.

First was "the proliferation of preferred provider organi-
zations as an alternative to HMOs," which the research group
says siphoned off some of the growth from HMOs.

In addition, "HMO growth is being adversely affected by
new marketplace demands being evinced by employers," In-
terStudy says.

meet to be federally qualified, including defined minimum
benefit requirements and mandated community rating. A fe-
derally qualified HMO can mandate that an employer offer
the plan if the employer has 25 or more employees in the
HMO's service area and does not already offer a federally
qualified HMO to its employees.

But, InterStudy says: "What was a boon to many HMOs in
the mid and late '705 has now become an albatross to many
plans confronted with employer demands for group experi-
ence rating and a more flexible approach to benefit pack-
ages," InterStudy says.

In addition, cost is the employer's major concern in the face
of rising premiums, not the promise of cost containment,
comprehensive benefits or quality health care, the report
suggests.

Growth in HMO enroliment also declined in part because
of increased enrollment in alternative managed care prod-
ucts, the study says (see story, page 32).

For example, enrollment in "open-ended"” HMOs, which
InterStudy defines as "an HMO product that offers enrollees
a dual (and sometimes triple) choice regarding the provider(s)
from whom they wish to receive care," was 378,671 at year-
end 1987, a nearly 50% increase from 251,969 at year-end
1986.

Continued on page 32
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EC freedom of services nears ratification

BRUSSELS, Belgium-Cross-
border placement of insurance
among European Community
member countries is only a few
steps away from becoming law fol-
lowing the adoption of the EC's
non-life insurance directive by the
European Parliament last month.

The European Council, the EC's
final rule-making body, is ex-
pected to approve on June 22 the
draft directive on non-life insur-
ance freedom of services that will
allow insurers in one EC nation to
insure large corporate risks based
in another EC country (BI, May 16;
Dec. 28,1987).

As much as 70% to 80% of the
non-life premium volume written
in EC member states will be af-
fected by the directive. Currently,
only the United Kingdom and the
Netherlands allow such freedom of

Worldwide

insurance services.

The council's approval will allow
the directive, which has been dis-
cussed by the EC since 1975, to
become European law and will re-
quire each EC member country to
pass legislation to implement it.

Although the European Council,
which is composed of ministers
from each EC member nation, ap-
proved the directive in February,
the European Parliament insisted
on formally examining the pro-
posed directive for a second time
on the grounds that too much time
had passed and too many changes
had been introduced since it last
examined the proposal in 1978.

The council must again approve

the directive following parliamen-
tary approval even though the Par-
liament, during its meeting last
month in Strasbourg, France, rub-
ber-stamped the text agreed to by
the council without proposing any
further amendments.

The new directive was generally
praised by members of the Euro-
pean Parliament. However, some
expressed concern about the possi-
bility of insurance companies from
non-European Community coun-
tries being given freer access to the
EC market when EC companies
could be barred fronn providing

similar services in those foreign
markets.

Some members of the Parliament
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$H333,64(176 or
270% of billed

charges lastyear

ylooking atthe
allpicture.

believe that the principle of reci-
procity should be introduced in the
directive in order to protect Euro-
pean interests.

-By Denise Clavelour

Filipino fire

MANILA, Philippines-A fire
last month at one of Manila's lar-
gest department stores will proba-
bly cost insurers more than $30
million, making it the largest in-
sured loss in Filipino history.

The Shoemart Department Store
in the affluent Manila suburb of
Makati caught fire just after clos-
ing May 17, killing one person and
injuring 11 others. The fire raged
out of control for more than two
days because there was no sprin-
kler system and firemen were un-
able to penetrate the heavy metal

Sometimes, the key to cost containment is right there in black and white. But you have to be willing to look very
closely to find it. And that's exactly what the dental auditors and consultants at Delta have been doing every
day for nearly 21 years. Reviewing contract limitations, exclusions, history cross-checks, x-rays, patient
records and treatment plans before, during and after treatment to make sure quality care is delivered and
that costs are reasonable. It's this kind of attention to the small picture that has made Delta the leader
in cost containment and helped us reduce billed charges to our groups by 27%

last year, while still setting the standard for quality dental programs. And there's

absolutely nothing small about that!

For more information, call a Delta marketing representative at either our Chicago office (312/771-08003 or our
Springfield office (217/753-1194) or write us at 7321 W. Lake St., River Forest, IL 60305-2292.

6.Delta

Delta Dental Plan of lllinois

Right whereyoubelong

sunshades that help keep the four-
story building cool.

Fire Marshal Ernesto Madriaga
said the firemen were unable to
contain the fire because the Shoe-
mart building was designed "like
an oven. It lacks openings for ven-
tilation.”

Gen. Madriaga estimates damage
to the store, owned by businessman
Henry Sy, will total $33.33 million,
including $7.14 million in lost
merchandise.

Shoemart's property coverage,
placed by in-house brokerage
Shoemart Insurance Brokers, is led
by The Malayan Group of Insur-
ance Cos., the largest insurance
group in the Philippines and
Southeast Asia, according to insur-
ance industry sources. Malayan
Group was reinsured by at least 10
companies worldwide, the source

said.

Shoemart could not be reached
for comment.

The loss is the largest fire in-
surance claim in Filipino history,
exceeding the $25 million insured
loss of a shopping center in 1984,
according to insurance industry
sources.

An arson investigation is under
way in the Shoemart fire. Investi-
gators say some store employees
were still inside the building when
the fire broke out in a second-floor
stockroom and explosions may
have preceded the fire.

-By Kathleen Barnes

Canadian insurers

TORONTO-Banks and other fi-

nancial institutions may be al-
lowed to compete with Canadian
insurers by the mid-1990s, govern-
ment officials say.

Canada, like the United States,
currently prohibits most banks
from engaging in many insurance
operations.

However, "insurance has been
the slowest among financial insti-
tutions to meet the needs of the
market,"” said Paul McCrossan, a
Conservative member of the Cana-

dian Parliament. "This is because

they have been sheltered. They
have been very slow to act.

"The insurance industry has
probablya six- to eight-year
breathing space. If the industry
cannot demonstrate that it can de-
velop a worldwide business plan,
then that protection” against bank
competition "will be taken down,"
said Mr. McCrossan at a sympo-
sium attended by insurers and bro-
kers last month in Toronto.

"Your creativity will be chal-
lenged to the utmost as the new fi-

Nnancial sector takes clearer

shape," said Canadian Finance
Minister Thomas Hockin.

"Government cannot create com-
petitiveness, vitality and original-
ity. But, we can increase incentives
for companies which become more
competitive and compete more
wisely. We can refrain from bur-
dening industry with unnecessary
regulations which dampen vitality
and choke off originality,” Mr.
Hockin said.

"We should begin with the prem-
ise that within four or five years,
the banks and others will be selling
insurance products,” said Larry
Grossman, a former leader of the
Ontario Conservative Party and

now a senior vp with stockbroker
Richardson Greenshields of Can-

ada Ltd. in Toronto.

But, instead of worrying about
bank entry into the insurance busi-
ness, Canadian insurers should in-
crease their own opportunities,
said Garth McGirr, president of

Price Waterhouse Ltd. in Toronto.
He noted that insurers should con-
sider entering new product areas
like mutual funds and credit card

services.

-By Tony Thompson
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Great Northern Nekoosa Corporation ofStamford, Connecticut, isa major and fast-growing producer of
pulp andpaper. They rely onthe coordinated efforts of our network of regional offices to cover 12,000 of their
employees in 120 locations.

"Wausau neverfails tomeetourinsurance needs, andournee(is changefromdaytoda*" says GNNExecutive

Vice Pmsident Jim Crump. "Rightnow, we'min the process oflinking ourcompanydirectlyto Wausau's computer,
so we can analyze any situation immediately."

Americanbusinesses chooseWausaubecause we give them more = 1 WAU SAU

thaninsurance.We givethemthebestservice inthebusiness. And com

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 'Iblephone (715) 845-5211 A Member of the Nationwide® Group.
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Washington state self-insures benefit plan

By GLENN HUNTLEY

About 90,000 Washington state employees can expect
higher deductibles and copayments under a new self-insured
benefits plan that starts July 1

The state decided to self-insure last winter after the only
two health care insurers that participated in a competitive
bidding process to write the coverage submitted bids far
higher than the $233 the state Legislature had authorized to
pay per employee per month for health care coverage.

Under legislation approved last fall, state officials were
empowered for the first time to seek self-insurance options
for employees' health care coverage.

The state's current health insurer, Blue Cross of Washing-
ton and Alaska, said it was suffering substantial losses from
the medical and dental plan that cost the state $170 monthly
per employee.

Blue Cross and Aetna Life & Casualty Insurance Co. of-
fered to provide similar coverage for $283 to $285 per em-
ployee per month, a state spokesman said.

After the bidding, the competing insurers offered to lower
the costs by increasing deductibles, which the state rejected,
said Terry Sebring, legal counsel to Gov. Booth Gardner.

Comings &
goings: buyers

Griffith Labs

names Flores

risk manager

D. Ted Flores named corporate
risk manager for Griffith Labora-
tories U.S.A. Inc. in Alsip, lll., a new
position. He is responsible for devel-
oping and implementing a worldwide
insurance and risk management pro-
gram for the food ingredients pro-
ducer. He reports to Joseph R. Mas-
lick, vp-treasurer. Previously, Mr.
Flores was a senior analyst on Abbott
Laboratories' risk management staff
in Abbott Park, Ill. He has a bachelor
of business administration degree
from the University of lowa in Cedar
Rapids. He also holds the Associate
in Risk Management and Associate in
Claims designations and is working
toward the Chartered Property & Ca-
sualty Underwriter designation.

Anthony F. Marino, 38, has been
named insurance administrator for
Evans Inc. in Chicago. He will handle
day-to-day operations of the fur and
apparel retailer's insurance depart-
ment. He replaces Ellen West, who
left the company, and reports to Sven
Thomsen, risk manager. Mr. Marino
had been a commercial claims rep-
resentative for Gallagher-Bassett
Services Inc. He has a bachelor's de-
gree from the University of Wiseon-
sin in Stevens Point, and is a deputy
member of the Risk & Insurance
Management Society.

Robert L. Powell Ill, 40, named

director of risk management and loss
control at Collins & Aikman Corp. in
Charlotte, N.C. He oversees property/
casualty insurance and loss control
and safety programs for the textile
manufacturer. He replaces Donald
G. Duncan, who left the company,
and reports to Leon Frederick, presi-
dent of Collins & Aikman's Science
and Service division. Mr. Powell, who
most recently served as director of
corporate safety, joined Collins &
Aikman's safety department in 1973.
He has a bachelor of science degree
in chemistry and physics from Guil-
ford College in Greensboro, N.C. Mr.
Powell is a Certified Safety Profes-
sional, vp of Region IX of the Ameri-
can Society of Safety Engineers and
past president of the Tar Heel Chap-
ter of the ASSE. In addition, he has
received the ASSE's Safety Profes-
sional of the Year award.
To report on sta# changes, write Paut
Winston, copy editor, Business Insur-
ance, 740 N. Rush St., Chicago, ILL.
60611-2590, or call 312-649-5442.
Please send a photograph, too.

Benefit beat

The self-insured plan should cost Ebout $235 per month per
employee, about what th€ Legisl:-ure had budgeted, said
Amy Eiden, a budge. analyst in tre governor's office. The
state has budgeted $137.9 million fc r the first year of the
plan.

But even at that ras€, the state w. 11 pay far more than the
$170 per employee it had been charged by Blue Cross.

In addition, annual ded-1. tibles under the self-insurance
plan will increase from those applied in the Blue Cress plan.
Individuals will pay a $1CC deduc-itle, up from $75, while
families will pay a $300 deductible, up from $225.

As a cost-containment nEasure, the state has contracted
with Sound Health Netwcrk, a Seat:le-area preferred pro-
vider organization, anc will provide incentives for employees
to use the PPO.

In addition, August International Irc. of Orange, Calif.,
will provide utilizaticn review serv: ces.

The state's self-insured health claims will be administered

by Control Data Corp. of Minneapolis, while Washington

Dental Service Irc. of Seattle will handle cental claims.

The new plan ir.cludes the following provisions:

- Annual cut-of-pocket expenses are capped E t $500 for
individuals ajnd Tamilies who use preferred providers and
$900 for those who use non-preferred providers.

= Copayments are 1(90 for preferred providers and 20% for
non-preferred providers. However, in areas where preferred
providers are unavailable, copayments are 15%.

- Employees and th€ir dependents (ic not er,ntribute to the
self-insured Flan, just as under the Blue Cross plan.

= Generic prescription drugs are paid at 90%, mhile non-
generic prescription drugs are covered :t 80%.

« Dental care is paid at 90% after an annual deductible of
$25 for individuals and $75 for familips. The maximum den-
tal benefit is 52,)00 per person. Orthodontcs is covered at
50%, up to a nax:mum of $750 per covered individual.

In addition -.0 the new self-insurance plan, the state will
continue to offer its employees the option of enrolling in 10
health maintenance organizations around the state.

Made any benefit chaczges? Write Gnn Huntler, Business
Insurance, 6«4 Wilshire Blvd., Los Ar.geles, Cclif 90048;
213-651-3710".

Nobody handles a loss

When you're a claim representatirE,
you handle losses every day And
nobody does that with more
concern nan Kemper's lke Bobb.

When lke handles a claim, he

provides guidance. A listening ear.
And sometimes even a shoulder t

cry on. All qualities that serve lke

well in his weekenc jot coaching

the Corpus Christi Cougars (last
years record: 4-7).

Ike's special compassioi for peoole
isthe -eason many of ourcusto-rers
ask 6r him by name. Ifs tvoical cf
rhe understanding of ourcus-
tomers' needs shown ever>, day by
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High tech complicates health care choices

By ALISON KITTRELL

More than half of the public-

after some deliberation-believes
it is fair for health insurers and
employers to cover the cost of some
expensive, high-tech medical pro-
cedures and not others.

However, when first presented
with the proposition in a survey,
only about one-third of the public
thought it was right for health
plans to selectively cover medical
treatments.

The survey, designed by Louis
Harris & Associates, was commis-
sioned by the Loran Commission.
That commission was established
by the Harvard Community Health
Plan, a Massachusetts health main-
tenance organization, to make rec-
ommendations for making deci-
sions about coverage for expensive

better than |Ike Bobb.

but potentially life-saving techno-
logies.

In conducting the survey, Louis
Harris polled 1,250 people repre-
senting a cross-section of the
American public, 200 physicians,
200 employers, 100 nurses, 100 fed-
eral and state political leaders and
50 labor leaders.

The report says there are few
easy answers to the problem of
how to finance high-cost medical
procedures. "Caught between the
explosive growth of powerful, new
and expensive medical technolo-
gies and the need to contain zosts,
health insurance plans will face
many difficult decisions over the
next few years," the report says.

On the one hand, there has been
an incredible growth in technology
and research, so that lives now can

be saved that would have been lost

the 7,600 people who make up the

Kemper National Property and
Casualty Insurance Companies.

We serve more than one million pol-

icyholders and have an exceptional

premium to surplus ratio of 1.2 to 1.

But our greatest strength remains
our employees' desire to help.

a few decades ago, the study says.
But, it adds, the cost of that tech-
nology and treatment often is en-
ormously expensive.

At the same time, the spread of
acquired immun€ deficiency syn-
drome and the general aging of the
population has created and will
continue to create new pressures
on the health care system.

"This might not matter if we
were winning the Eight to contain
health care costs. However, health
care expenditures are still rising
much faster than increases in the
gross national product or gross do-
mestic product. . It is clear,
therefore, that the need to contain
and limit health care expenditures,
by government and employers, will
be at least as strong in the next
decade as it has been in the 1980s,"

the study says.

Our people insure our future.
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The question, the report says, is
quite simply: "How does one
choose? How should one choose be-
tween covering a relatively inex-
pensive therapy which will im-
prcve the quality of life for
tho.isands of people, and a very
expensive therapy which will save
a few lives?" The survey was de-
signed to get people to think about
tha; question, and the responses
show that it did.

For example, at the beginning
of the survey, respondents were
asked whether it is reasonable that
"all health plans cover the cost of
some treatments and medical pro-
cedures and do not cover some
others.”

Only 37% of the public believed
that this was fair, though subs-
tantially higher percentages of the
various leadership groups ques-

tioned agreed with the statement
including 91% of the employers
surveyed.

At the end of the survey, how-
ever, the same question was asked
This time, 56% of the general pub-
lic said they agreed that it was
reasonable for health insurance to
cover some treatments and not
others. The percentage of the lead-
ership groups agreeing with the
statement also increased.

The response of the general pub-
lic on questions of access to health
care, and on questions regarding
specific choices, reflect the im-
mense complexity of the question.

For example, 91% of the public
agreed that "everybody should
have the right to get the best possi-
ble health care-as good as the
treatment a millionaire gets."

But, only 71% said they believe
that "health insurance should pay
for any treatment which will save
lives, even if it costs $1 million to
save a life." And, only 66% say thal
"it's not fair that some people can
afford to buy more and better
health insurance than others.”

The survey also points out thal
"most Americans also recogniz€
that we do not have, and will not
achieve, this ideal of universal ac-
cess to all necessary health carc
procedures."

Eighty-five percent said they un-
derstand that "whatever system we
have, some people will always get
more and better health care than
others." And, 80% agree that "even
if we spent twice as much as we dc
now on health care, there would
still not be enough to provide all
the health care services and treat-
ments and procedures that people
would like to have.”

In addition, 76% of the public
said that by the 1990s, the exis-
tence of new treatments will force
health insurance plans to make
difficult choices about what to
cover, and 63% said they believE€
that such choices already are being
made by health care plans.

The public's response to how
these decisions should be made in-
dicate the wide range of ethical
questions involved.

For example, 81% of the public
said that it was more important to
cover a treatment that would save
the lives and completely cure 50
very sick children than it would b€
to cover a treatment that would
save the lives of 1,000 75-year-olds
and give each of them three addi-
tional years of life.

And, 62% said it would be more
important to cover a new treat-
ment that would significantly im-
prove the lives of 100 people with
arthritis than it would be to cover
a procedure that would give one
person five more years of life.

Fifty-eight percent said it was
preferable to pay for heart trans-
plants costing $100,000 each that
would give patients an average of
five extra years of life than to pay
for in vitro fertilization costing
$20,000 per patient that would
help 20% of couples conceive.

And, 54% of the public would opt
to cover insulin pumps rather than
a new cure for leukemia.

In addition, respondents were
asked which of eight criteria would
be most important in making a de-
cision about what should be co-
vered. The ranking of the criteria
by the general public was:

= That it will help many people.

- That it will help save lives.

= That it will help prevent dis-

= That it will help young and
middle-aged people.

= That it will greatly improve
the quality of life.

- That it will provide many
extra years of life.

people lead normal lives.
- That it is not expensive. |
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VWatered-down reform

THE CNTINUER CONGRESSIQNA-Jeok:

bill and the inevitable compromises made to move
-it along are discouraging.

For nearly seven years business has lobbied for a
federal product liability bill to bring some unifor-
mity and predictability to product liability law in
this country. The Senate Commerce Committee has
approved federal product liability legislation three
times, but the bills have never made it to the Sen-
ate floor for a vote.

The House Energy and Commerce Committee
was still wrangling last week over provisions of
another product liability bill, although it looked
like it would pass (see story, page 1). Nonethe-
less, it is extremely unlikely that the full House
will vote on the bill this year.

If this keeps up, members of the European Eco-
nomic Community soon will have more uniform
product liability laws than the United States of
America.

But while all this is disappointing, businesses
should not despair.

Action by the House committee would give fed-
eral product liability legislation some momentum
for next year.

At least the next Congress will know that one

Letters

House committee approved it-and a Democratic-
controlled committee at that.

And while the bill is pitifully weak in its reforms
-stripped even of a provision eliminating joint
and several liability for non-economic damages-it
is a starting point that, as unlikely as it seems,
could be strengthened next year.

In addition to abolishing joint and several liabil-
ity for non-economic damages, a meaningful fed-
eral product liability reform bill needs several
other provisions missing from the bill under con-
sideration: a cap on punitive damages, such as a
multiple of two or three times compensatory dam-
ages; a provision funneling punitive damage
awards into a public trust used to compensate vic-
tims of injury who otherwise cannot recover for
damages; a statute of repose on consumer goods,
such as the presumption that a consumer good is
not defective 10 years after it was manufactured;
and a provision making it more difficult for U.S.
manufacturers to be sued in U.S. courts for acci-
dents occurring outside the United States.

Supporters of a federal product liability reform
bill must persevere and out-lobby the trial lawyers,
who are the major opponents of the legislation. It
will be no small accomplishment, but it can be

done.

Benefit lobbying also needed on the state level

To the editor: Congratulations on your
May 16 editorial, "Join the Fight," call-
ing for involvement in government by
employee benefit managers and corporate
executives.

As lllinois' premier business organiza-
tion, we regard your comments as music
to our ears, with one discordant note:
Why involvement only on the federal

level?

State government is increasingly active
in the benefits arena. The states are often

guinea pigs for mandate proposals. For

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

example: lllinois had two laws on the
books closely mirroring the federal Con-
solidated Omnibus Budget Reconciliation
Act before COBRA's enactment.

Large or self-insured employers are not
immune to the effects of state-level ini-
tiatives.

Massachusetts is a prime example of
the impact the states can have on self-in-
sured employers. Also, each session the

lllinois Legislature addresses parental
leave, plant closings and a host of other
labor-management issues.

We all have a responsibility to make
government responsive. As you aptly put
it: "Quit complaining. Get involved."

Lester W. Brann Jr.
President

llinois State Chamber of Commerce

Chicago

Massachusetts law likely to produce deficits

To the editor: | think the euphoria over
Massachusetts' new health care statute
expressed in your May 30 editorial id pre-
mature. The most favorable aspect of the
statute appears to be that $1,680 per year
is below the actual per employee health
care cost of virtublly all employers that
provide coverage, so no employer of any
consequence is currently affected.

Unfortunately, that's also the reason
that the program is likely to produce
enormous deficits. When that happens

and the $1,680 isincreased to $2,680,

$3,680 or more, then | believe you will

join many other benefits experts in con-

cluding that taxing employers because

they do not spend enough for health care

benefits is a ludicrous approach to solv-

ing our problems with respect to deliv-
ering and paying for health care.

Charles G. Thacher

President

Williams, Thacher & Rand Inc.

New York
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Antitru St Su itS havior of the industry ance under those conditions?" he
I don't think it was a conspiracy. Conspiracy 'l don’t think you can f.ght with asked
Contznued from page 3 . R . N . the industry witn one actuary,” The introduction of the new
best in the Industry's interest,” implies collusion. The industry is too greedy to said Mr Brown, referring to the claims-made CGL forn, in fact,
said Andrea Ordin, a chief assis- collude,’ says Lyndon L. Olson Jr. 'The nunber of actuaries employed by was an effort by insurers to use a
tant attorney general for the state R R ) . ) . the New Hampshire department policy form that was bet.er able to
of California's Division of Public industry was irresponsible in their underwriting. But Mr Olson said the industry help them accurately measure risk
Rights They wanted market share.' is heavily regulated and is not an than the occurrence form, Mr
These widely differing views of out-of control "gargantuan oc- Bernstein added

what caused liability insurance - topus " In fact, the Texas State Regardless of the outcome of the
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Some of the panel members said
the antitrust suits were politically
motivated, filed by attorneys gen-



Continued frm previous page
"The only person being hurt is the consumer,” he said. If insurers
cannot develop standardized forms and collect information, "we will

have to deal with 3,500 (different) policies," which would be a great
disserviee to the consumer, he said.

Mr. Bernstein said the antitrust suits detract attention from the real
problem driving insurance costs: the U.S. civil justice system. The public
still has not heard or understood the message that there is a link between
insurance costs and a liberal tort system, he said.

One industry critic, Jay Angoff, counsel for the National Insurance
Consumer Organization in Alexandria, Va., conceded that insurers have
good defenses against the antitrust charges under the McCarran-Ferguson
Act, which gives insurers limited immunity from federal antitrust laws
and leaves primary regulation of the industry with the states.

Mr. Angoff said he hoped that one of the outcomes of the litiga-
tion is new pressure on Congress to repeal McCarran-Ferguson.

But Michael Stinziano, chairman of the Ohio General Assembly's in-
surance committee, contended that state regulation is a "damn sight
better" than federal regulation, pointing to the recent rash of fail-
ure of federally insured and regulated savings and loan association.

Others contend that the attorneys general's argument that the crisis was
caused by a conspiracy lacks logic.

Orin Kramer, president of Kramer Associates, a New York-based con-
sulting firm, said the attorneys general, on one hand, have said insurers
got in trouble because of competition. Then, the attorneys general argue
that the industry colluded. Obviously, they cannot have it both ways, he

said.

"We all see reality rather differently,” replied California's Ms. Ordin. |

Health care plan

Continued from page 3

amount to as much as $3.8 million
by the end of this month, accord-
ing to Mr. Scarnato.

The board had budgeted for
$12.9 million for health care claims
through June 30 but had paid
claims totaling $15.96 million as of
June 1, according to Mr. Scarnato.

Until this year, the board had
accurately budgeted for health
care claims, according to Mr. Scar-
nato. The self-funded health care
plan provides benefits for 4,256
employees, dependents and re-
tirees.

However, because funds from the
self-funded health care plan and
from all of the board's other self-
funded benefit plans "funnel into
one account," the health care
claims are being paid with funds
from the entire account, Mr. Scar-
nato explained. And that account
remains in the black, he pointed

out.

Along winded
argument for
using American Re's

tax expertise.

The Tax Reform Act will cost the
property/casualty indistry over
$7.5 billion in the next five years. It
could cost your company its future.
Fortunately, American Re has ex-
perts who can help you determine
how the new tax law affects you in

terms you can understand. They'll
analyze its impact on your reinsur-
ance program. With a customized,
user-friendly computer program to
give you real answers based on
your own financial data. And our
consultants will help you design a
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The board had budgeted for $12.9 million for
health care claims through June 30 but had paid
claims totaling $15.96 million as of June 1, said

Sam Scarnato, associate superintendent of
business and finance for the school board.

Parker, Pleas acknowledges that
the claims backlog contributed to
the fund deficit, but it contends
that the board knew about the
backlog and did not properly ac-
count for rising health care costs
when planning its 1988 budget.

Parker, Pleas Chairman Jack
Parker said last week that while he
had not seen the auditors’ final re-
port, he believes it will vindieate
the TPA. "I understand that it's fa-
vorable, that any shortfall is not
our fault.”

Mr. Parker blamed the claims
backlog on high employee turnover
last year, which left the TPA short-

reinsurance program which ad-
dresses your Tax, Stat and GAAP
reporting concerns.

Call Pat Ciccodicola at American
Re (212 / 618-8025). Find out how
our philosophy of client service will
work to meet your needs.

American Re-Insurance Companyviv
One Liberty Plaza, 91 Liberty Street, New York, NY 10006 (212) 618-7000

Atlanta - Boston- Chicago - Columbus - Dallas - Hanto-d - Kansas City - Los Angeles - Minneapolis - New York - Philadelphia - San Francisco/Bogota - Cairo - London - Meibourne - Montreal- Santiago- Singapore- Sydney - Tokyo - Toronto

handed, and computer problems.
However, those problems have
been corrected and claims pro-
cessing is now current, he added.

Mr. Parker said the computer
problems are the first his firm has
ever encountered and that last
year's claims backlog was "the
first time"” the firm was ever be-
hind in the eight years the firm has
administered the school district's
self-funded plan.

Mr. Parker also. alleges that the
shortfall in funds to pay claims is
the result of higher health care
costs than the school board had ex-
pected.

Peggy Williams, who joined
Parker, Pleas as vp of clairns last
July, agrees that the school board
did not properly account for the
rising cost of health dare in its
1988 budget for the self-funded
plan.

Because of the board's improper
budgeting, surplus funds that the
board should have been able to
carry over from its 1987 budget to
its 1988 budget to pay the 1987
claims were eaten up by higher
than anticipated health care costs,
she said.

Ms. Williams also said the
Mercer-Meidinger audit likely will

convince the board that some

changes are needed in the type of
health care benefits it offers.

For example, she said, the plan
pays 80% of mental health claims
with no cap on the amount of ben-
efits paid.

"So many people take advantage
of that,” Ms. Williams noted.
"They know that if they see a psy-
chiatrist, the insurance will pay
80% of it. If they have a problem
with their kids, the first thing they
do is put them in a center, and the
cost is picked up by insurance,”
she explained.

"l think that has a lot to do with
them going over their budget. |
think after they see the audit, they
will come to the same conclusion.
They have to look at their plan
document if they want to control
costs," she said.

But William Garibaldi, the
school board’'s insurance adminis-
trator, says defections in recent
years by 60% of the self-funded
plan's participants to a health
maintenance organization should
have offset higher health care
costs.

A 12% increase in health care
costs "is not a major factor" when
the fund is paying claims for far
fewer employees, Mr. Garibaldi

said.
Mr. Searnato said the board fae-

téred in an 8% increase in health

care costs when it drew up its
health care claims payments bud-
get for 1988.

"But we were using faulty data
because we were budgeting on the
past year's claims history and we
didn't know about the backlog of
claims,”" he said.

Mr. Garibaldi said he is counting
on the audit to reveal why the self-
funded plan is incurring such high
claims costs even though there are
fewer participants than in previous
years.

He also pointed out that the
board is evaluating bids from TPAs
interested in administering the
self-funded plan for the next fiscal
year. The board's contract with
Parker, Pleas expires June 30.

Earlier this year, the board
awarded a contract to administer
employees' life insurance, dental
and vision claims to Group Insur-
ance Administration of Chicago.
The $32,000-per-year contract had
been held by Parker, Pleas. m
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Outhwaite cash calls ma

By CAROLYN ALDRED

LONDON-Members of the
troubled Lloyd's of London syndi-
cate managed by R.H.M. Outh-
waite (Underwriting Agencies)
Ltd. probably will have to make
cash payments of at least 20 mil-
lion pounds ($36.2 million) e-jery
two years until the mid-1990s to
cover massive losses from runoff
reinsurance policies underwritten
in 1982.

The estimate assumes that the
agency loses its battle with cedants
to limit payments under the runoff
policies.

The 1,614 members of synd-cate
317/661 during 1982 already nave
been asked to pay 20.65 mi- lion
pounds ($37.4 million) by July 3 1,
and likely will have to pay similar
amounts in 1990. 1992 and 1994,

London

according to the annual report
published this month by the Outh-
waite agency.

However, members may be faced
with another cash call next year,
underwriter Richard Outhwaite
says in the report.

The syndicate's losses stem from
runoff reinsurance policies under-
written by Mr. Outhwaite in 1981
and 1982, which primarily pro-
vided unlimited liability protec-
tion above an agreed amount for
other syndicates' and insurers'’
past underwriting years (Bl, May
23).

Up to 250 members of the syndi-

cate's 1982 underwriting year will
meet in London this week to dis-
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Nine out of every ten aircraft accidents have pilot-

related causes.

That's wly every pilot should train to proficiency
at least once every eight months. And the best
training according to both pilots and aviation
insurers isa professional program of simulator

based trainlig

Simulators are vital for complete, safe training.
For example, there are 265 specific faults, systems

malfunctions or adverse conditions that can be

demonstrated in FlightSafety's newest simulators.
Increditly, over 70% of those "problems"

are either impossible or unsafe to demonstrate

in the airpla-le itself.

Every year, FlightSafety trains over 25,000
pilots an elite group with a superlative safety

cuss strategy in the face of the syn-
dicate's rapidly deteriorating
losses.

The meeting has been arranged
by about 50 of the syndieate's
members who work in the Lloyd's
market and who fear the losses
likely ill exceed Mr. Outhwaite's
current estimates, according to
Stuart Beare, a lawyer with the
London law firm Richards Butler,
which .S representing the mem-
bers.

The Outhwaite annual report
shows that the syndicate's reserves
to meet outstanding liabilities for
the 1962 underwriting year now
stand at 263.3 miillion pounds
($476.6 million), of which 133.8

million ($242.2) is reinsurance re-
coverable; 44.1 million pounds
($79.8 million) is cash and other
liquid assets held by the syndicate;
and 85.4 million ($154.6 million) is
members' reserves.

The syndicate's reinsurance con-
sists of time-and-distance policies,
which provide payments at specific
dates.

The syndicate has already made
arrangements to collect from one
of these policies in 1992 instead of
2006, though the payment will be
reduced to $40 million from $75
million, the report says.

Claims and estimated losses on
the runoff policies have caused a
"devastating loss. Whatever the
justification at the time, it has to
be admitted that in .hindsight it
was a mistake,” Mr. Outhwaite

states in the annual report.

One of FlightSafety's fleet of more than eighty flight simulatoys.

record. And we back up the quality of that training
by p:oviding a free $50,000 accident insurance
policy to qualified FlightSafety Pro Card holders.
(It's a benefit that can rise to $100,000 with

repeated training sessions.)

r your responsibility for risk protection includes
business aircraft, contact FlightSafety for informa-
tion on training programs for your specific aircraft.

Write FlightSafety international, Dept. U-068,
Marine Air Terminal, LaGuardia Airport,

Flushing, N.Y. 11371 Telex 667573UW; or call
1-800-227-5656

(In New York, 718-565-4120).

FlightSafety

international

y extend into '94

In addition, "the (loss) advices
received in February and March of
this year were generally much
worse than any prediction, how-
ever pessimistic, could have fore-
cast,” notes Mr. Outhwaite.

For example, one runoff policy-
holder had told the syndicate that
losses totaled $69.9 million in
1984; $81.5 miillion in 1985; and
$87.4 million in 1986.

"Our projections and analysis
led us to expect a figure at Dec. 31,
1987, of $96.2 million. The actual
figure advised to us was $108.5
million,"” stated Mr. Outhwaite,
adding that at the time the policy
was written "the total outstanding
losses advised to us were $17.6
million.™

This great acceleration of esti-
mated liabilities has led Mr. Outh-

waite to question several of the
runoff reinsurance contracts eeded
to the syndicate.

"Any underwriter faced with the
extraordinary difference between
figures quoted then and those now
would be failing in his duty if
questions were not asked. When
one remembers that all of these
losses arise from past exposures
and not from unforeseen future
events, our concern is understand-
able,"” Mr. Outhwaite notes.

Mr. Outhwaite currently is dis-
puting 185 million pounds ($334.9
million) of claims against the run-
off policies on the grounds of inad-
equate disclosure (Bl, May 23).

Meanwhile, the Outhwaite
agency will be restructured during
1988 to produce a " clear separa-
tion of the group's activities and
provide a corporate structure bet-
ter suited to the management of a
business which has grown substan-
tially over recent years," according
to the annual report.

Ferry litigation

Owners and insurers of automo-
biles, trucks, cargo and personal
possessions lost or damaged when
a British ferry capsized in the En-
glish Channel last year are suing
the ferry's operating company

In three separate lawsuits filed
in London's High Court, 133 claim-
ants are suing P&0O European Fer-
ries (Dover) Ltd., formerly Town-
send Car Ferries Ltd., for damages
sustained when the Herald of Free
Enterprise capsized in March 1987
near Zeebruge, Belgium.

Some 171 people were killed in
the accident (BI, March 16, 1987)

The suits seek 2.25 million
pounds ($4.1 million) in damages,
according to Anthony Thomas, a
partner of the London-based law
firm of Clyde & Co., who repre-
sents the plaintiffs.

The claimants are suing P&O for
breach of contract, duty and negli-
gence in the "loading, handling,
custody and care of the plaintiff's
cargo,”" according to the lawsuits.

P&O0, which is contesting the
claims, refused to comment while
the matter is in litigation.

However, a spokesman for P&O's
liability insurer, Standard Steam-
ship Protection & Indemnity Assn.
(Bermuda) Ltd., which is managed
by Charles Taylor & Co. in London,
said the claims were currently
"under discussion.”

Among the companies suing P&0
are Norwich Union Fire Insurance
Society Ltd., General Accident
Fire & Life Assurance Corp.
P.L.C., Services Motor Policies of
Lloyd's of London, Cornhill Insur-
ance P.L.C., Stahl Chemicals (GB)
Ltd., Beecham Group P.L.C., Land
Rover Ltd., Ford Motor Co. Ltd
and Courtaulds PLC.

Claims filed by survivors of vic-
tim are being settled according to a
formula established by Standard
Steamship Protection and the
claimants' lawyers (BI, July 13,

= === T > - —



Let every man

practice the art
that he knows best.

- Cicero

CAPABILITY
Excess & Special Risk

The field ofexcess and special risks
is no place for amateurs. It's a hard-ball
business with extraordinary stakes. And
as an independent broker or agent, you
can't afford to take unnecessarychances
with your carriers. You need confidence
in their abilityto write complex coverages,
provide consistently higher limits and,
whenever necessary, honor multi-million
dollar claims.

Fireman's Fund Excess and Special
Risk offersyou all that and more.

We're the leader in this business. Our
E&SR operation is ready to provide $25
million excess liability limits and.as
much as $85 million excess property
capacity We offer producers a wider
range of specialty products including
E & 0 coverage for broadcasters and
newspapers, excess workers' comp and
excess unemployment compensation.
You'll even find hole-in-one insurance
for golf tournaments.

We also offer greater expertise in
E&SR than most carriers. We've been in
the business for over 30 years, providing
consistent capacity through good times
and bad.

Today we have top 15&SR experts in
eachofour field offices throughout
North America. Each one has manyyears
of experience and, most importantly,
the local authority to write maximum
limits. So you get Elst service from people
who understand your specific needs.

When you're looking forexpert capac-
ity, look to the leader. Fireman's Fund.
For over 125 years we've been help-
ing brokers and agents mrrt ',
today's potential into .
tomorrow's profit.

FIREMANS FUND
INSURANCE COMPANIES

125 years Of tomorrows.
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NAEHCA conference

Rising health

The Arizona Biltmore in Phoenix was the site of the annual meeting
of the National Assn. of Employers on Health Care Action.

We'rea

By DONNA DiBLASE

PHOENIX, Ariz.-The time for complaining about
the rising cost of health care or giving up on cost
containment has definitely run out, asserts one health
care expert.

"If | were on your side of the table, | would take very
small comfort in being told, 'Think of what would have
happened to health care costs if we had done noth-
ing,' " says David L. Rosenbloom, president of Baxter/
Health Data Institute, a health care cost management
consulting firm in Lexington. Mass.

"We believe that managed care provides the private

sector with its most complete and effective response to
health care costs," Mr. Rosenbloom said. "And, medi-
cal case management of catastrophic illnesses is only
one element in what must continue to be a grow-
ing armament of tools to fight medical cost inflation.”
. Mr. Rosenbloom urged employers to quickly and
strongly respond to health care cost inflation during
his keynote address, "Case Management in Action,”
delivered at the annual meeting of the National Assn.
of Employers on Health Care Action.

The meeting was held June 2-3 at the Arizona Bilt-
more in Phoenix.

"There is enormous concern and disappointment
among employers over not being able to contain health
care costs. Many of our chief financial officers are
being told health care cos:s will exceed 50% of profits,

costs require quick action

and benefit consultants and insurers are reporting
15% to 60% increases in group health insurance premi-
ums,” he said.

Employers must take action in four areas to contain
costs and remain competitive in the business world,
according to Mr. Rosenbloom:

- Obtain essential information on the specific
health care cost and utilization problems of their
health benefit plans.

= Organize a plan of action.

= Accept managed care as the best cost control and
quality control approach.

= Choose the right program to solve their com-
panies' particular benefit problems.

Mr. Rosenbloom noted several current trends in
health care cost management.

"Employers are attempting to limit costs by shifting
costs to employees through increased copayments; by
cutting benefits like coverage of psychiatric care; by
limiting their obligations to future retirees; and by im-
plementing flexible benefit plans. However, these by
themselves don't reduce expenditures over the long
term,"” Mr. Rosenbloom pointed out.

There also has been a trend of limiting obligations to
current employees, either by laying off employees or by
relying on temporary help. "However, the federal gov-
ernment is making it harder to do this by enacting
benefit mandates,"” like requiring employers to offer

Continued on nezt page
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AIG introduces price stability and guar-
anteed capacity: With our new three-year
Umbrella and D&O Liability insurance
prograrns.

The member companies ofAmerican
International Group, including American

Home and National Union, are offering this
alternative approach to help corporate

America break out of the recurring cycles of

fluctuating insurance premiums and
availability
Under our three-year programs, you can

getup to $25 million worth ofcoverage for
Umbrella and Directors and Officers Liabiliti
two classes of insurance that are among the
most difficult to secure and volatile in price.
A 25% annual cap on increases in D&0O
premiums and Umbrella rates means you can
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continued health care coverage to terminated employ-
ees under the federal Consolidated Omnibus Budget
Reconciliation Act of 1985, he said.

Some employers are even giving up on benefit cost
control, he observed. "And, many of us are ready
to throw up our hands and ask the government to regu-
late the health care industry.”

Employers must identify and understand the reasons
for the escalation of health care costs so they can react,
he said.

The Health Data Institute believes one major reason
for the current rise in health care costs is the huge
increase in recent years in ambulatory surgery utiliza-
tion. According to statistics compiled by the American
Hospital Assn., the use of outpatient surgery increased
17% from the fourth quarter of 1986 through the first
quarter of 1987, Mr. Rosenbloom said.

"We are doing more surgery in the outpatient setting
than we ever did in the inpatient setting," he noted.

In addition, "there has been a substantial increase in
the price per patient episode. The cost to commercial
or private payers of health care, like employers and in-
surers, is increasing from 12% to 18%. So, it's not so
much the utilization of inpatient services that is in-
creasing as it is the price per unit of service," he ex-
plained.

However, contrary to popular theory that the in-
crease in the amount of the services delivered is a
major contributor to health care inflation, "we at HDI
frankly do not see a greater increase in prices because
of the intensity of services," Mr. Rosenbloom said.

But, while "medical case management is not aimed
at addressing these particular problems, it can help an
employer to achieve substantial savings," he said.

"We now define medical case management as a elin-

'Case management must intervene
early and stay with a patient
throughout treatment and recovery

in order to be most effective,’

Mr. Rosenbloom says.

ical activity in which specialists work with the patient,
physician and family to coordinate treatment for a
particular catastrophic illness. It is not claim manage-
ment; it's a clinical process and not an administrative
process," he explained.

Case management should not be a separate, stand-
alone program, but rather should be integrated with
hospital pre-admission certification programs. This
ensures that cases with the potential for requiring in-
tensive, expensive services will be identified as early
as possible, he said.

"Case management must intervene early and stay
with a patient throughout treatment and recovery in
order to be most effective,” Mr. Rosenbloom said.

Crucial to the success of case management is reliance
on a case manager with specialty skills in the illness or
injury he or she is dealing with, he noted. The skills
of the case manager are important in developing an
alternative treatment plan and in coordinating the
special services the patient requires.

The diagnoses with the greatest potential for savings
under case management include neonatal cases, physi-
cal rehabilitation, acquired immune deficiency syn-
drome, chronic pain and psychiatric and substance

Continued on next page
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office. Or write Dept. A, 70 Pine Street, New
York, New York 10270.

Ittan opportunity to build more predict-

stability into your bottom line.

Insurance CompaniesThat Don A Tr
Think Like Insurance Companies 1-UU

*Coveragenotavailable inall states and subject to speafic terms and conditions.
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Early alert critical to case management

By DONNA DiBLASE

PHOENIX, Ariz.-Early identification and management of
catastrophic illnesses as well as communicating with all em-
ployees to help them become efficient health care consumers
are two important goals of a case management program, ac-
cording to two benefit managers.

For example, Minneapolis-based Honeywell Inc. wanted a
comprehensive program that not only would "identify poten-
tial candidates and see that these cases were entered into the
case management program as early as possible" but also
would communicate to employees that the program was a
benefit and not an intrusion, said Dr. John M. Burns, vp of
health management for the electronics giant.

And, Northwestern Bell Telephone Co. decided to "focus on
the consumerism issue” when it designed its in-house case
management program.

"We decided we had to teach employees to change their
health care purchasing behavior,"” explained Carol Burk-
head, insurance staff manager of Northwestern Bell, the
Omaha, Neb.-based unit of US West Co. of Denver.

The case management programs of Honeywell and North-
western Bell were the focus of "Employers' Experience with

Health costs

Continued from previous page
abuse, he said.

"In neonatology, the biggest po-
tential for savings is during the
hospital phase of the case," when
the most appropriate care can be
arranged in order to obtain the
earliest possible release frorn the
hospital, he said.

In physical rehabilitation cases,
moving the patient out of the hos-
pital and into a specialized therapy
program generates the most sav-
ings.

In AIDS cases, most care now
can be delivered in the home with
light nursing care and custodial
care. This generates substantial
savings and also is safer and more

comfortable for the patient, he
said.

1 _— "1 -

In addition, case managers with
clinical expertise in managing
AIDS cases may bring new, more
appropriate care techniques to the
the attending physician's atten-
tion.

But, while psychiatric cases are
among the highest cost cases in an
employer's benefit plan, case man-
agement may produce only mini-
mal savings.

"That's because most employers
would rather pay for the 30 days of
hospital sare that they are on the
hook for and then walk away from
the case as soon as possible," he
noted.

Case management can produce
savings as well as provide better
coordinated treatment in short-
term and long-term disability
cases, he said.

In addition, case management
can be effective in helping an em-
ployer manage retiree health care
costs-especially since more em-
ployers have retirees that are
under age 65 and therefore are still
receiving primary benefits from
the employer's health care plan, he
said.

Once retirees reach age 65, Medi-
care is the primary benefit plan,
with the employer's plan covering
only costs not covered by Medi-
care, he explained.

Because of their age and the like-
lihood that retirees suffer from one
or more chronic illnesses, case
management can be effective in
helping an employer limit liabili-
ties for retirees' health care, Mr.
Rosenbloom said.

An employer's primary goals in
case management are to save
money and to provide help and a
positive benefit to employees, he
explained.

However, employers must really
concentrate on communicating
case management as a benefit. "We
have seen overwhelming evidence
that case management is a very
positive benefit to employees. |
frankly believe that employers are
not admitting to or taking credit
for providing this positive assis-
tance to employees,” he said. |

Honeywell wanted to 'identify potential
candidates and see that these cases

were entered into the case management
program:' and to communicate that the
program was a benefit, says Dr. Burns.

Case Management," a session at the annual meeting of the
National Assn. Df Employers on Health Care Action June 2-3
in Phoenix, Ar:z.

"At Honeywell, we hai made all ef the usual changes in our
benefit plans to react to health 1:re cost increases,” Dr.
Burns explained.

"All health plans should include copaymen:s because re-
quiring employees to share in the cost helps us as employers
to be very specific as to the appropriate utilization of health
care benefits,"" he said.

In addition. Employees will more carefully consider having
certain proced-res if they share the cost, Dr. Burns observed.
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But, along with employee cost-sharing, the company de-
cided to implement a program that would require employees’
participation in their own health care, he said.

"Our problems were that management and employees
viewed case management negatively and that the high-cost
cases were nc t being managed elfectively," Dr. Burns noted.

So, Honeywell designed a program using the company's
own on-site occupational health nurses to identify cata-
strophic cases, referring them to case management vendors
and reporting and auditing the progress of each case. These
"health service advisers" act as health care advocates for
Honeywell's 78,000 employees and their dependents.

The main zandidates for case management at Honeywell
are neonatal cases, organ transplants, neurologic conditions,
trauma cases, psychiatric cases, cardiovascular conditions,
respiratory conditions and malignancies, Dr. Burns said.

Under the program:

« An employee or dependent contacts a health service ad-
viser, who then evaluates the appropriateness of the attend-
ing physician's suggested treatment plan.

O The health service advisez then reviews the suggested
treatment plan with the patient and his attending physician.

Continued on next page
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The adviser also reviews with the
patient his or her health care bene-
fits and any alternative treatments.
The adviser then refers the case to

one of Honeywell's case manage-
ment vendors.

* The vendor must develop a
treatment pian for the patient
within 48 hours of referral by the
Honeywell adviser, who reviews
the appropriateness of the plan.

* The vendor is then required to
report to the adviser the patient's
progress and the estimated savings
from the alternative treatment
plan. -The adviser maintains this
information in a computer at Hon-
eywell.

= The adviser audits the treat-
ment of the patient, the health care
bills incurred and the claims pay-
ment.

Honeywell requires its case man-
agement vendors to meet strict cri-
teria, such as documenting sav-
ings; maintaining confidentiality
of cases; coordinating their activi-

ties with Honeywell's employee as-
sistance program, utilization re-
view program and third-party
claims administrators; and specific
timing requirements for screening,
assessing and reporting on cata-
strophic cases.

The vendors also must help Hon-
eywell design communication pro-
grams for employees and physic-
ians, Dr. Burns said.

The company measures the per-
formance of its case management
vendors based on the achievement
of the treatment plan goals,
whether the vendor developed al-
ternative plans that were high in
quality but lower in cost and
whether Honeywell's overall
claims experience was positively
affected by the vendor's case man-
agement activities.

The company also evaluates the
vendor's performance based on
employees' satisfaction with the
case management services, he ex-
plained.

Northwestern Bell faced many of
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the same problems as Honeywell
when the company began design-
ing its in-house utilization review
and case management program,
according to Ms. Burkhead (BI,
Feb. 15).

"There really were no incentives
for our employees to use the health
care system wisely. It was part of
the 'Ma Bell' culture, where em-
ployees were used to having all of
their decisions made for them. So,
there was a lack of employee
knowledge about the problems
with the health,care system," she
explained.

The company began with an edu-
cation campaign to enlighten em-
ployees and their families about
the problems of health care infla-
tion and inappropriate use of the
health care system.

"We went to safety and health
fairs held by the company in the
five states in which we operate to
tell employees about health care
costs. We also developed a union/
management committee to discuss

Duameas 17#SUTanCe, JUnNne 16, 1966 / 1Y/

solutions to the problem, and we
communicated with employees
through in-house" newsletters, she
said

The utility has 15,000 employees,
10,000 of which are members of the
Communication Workers of

America union.

The company's first change in-
volved converting the non-union
employees' medical plan from a
first-dollar coverage plan to a plan
requiring a 20% copayment on
most procedures. The plan also in-
cludes healthy lifestyle incentives,
coverage of some preventive ser-
vices and a mail-in prescription
drug program. she said.

"We did this with management
employees to convince the union
that the 80/20 plan was as good or
better than the first-dollar cover-
age plan,” she said.

The company next introduced its
"Medical Services Advisory Pro-
gram,” in which four registered
nurses provide advice and health
care provider referrals.
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payment with easy

The company also has contracted
with Parkside Health Services Co.
of Park Ridge, lll., to review the
program and offer other consulting
services.

Under the UR program, union
employees, who are covered by a
first-dollar medical plan, are re-
quired to contact the review nurses
or face a $250 per-procedure pen-
alty, Ms. Burkhead said.

Non-union employees who do.
not contact the program face a re-
duction in coverage to 50% from
the normal 80% to 100% coverage
for various procedures.

Employees contact the review
nurses through toll-free telephone
calls. "We want employees and not
physicians to contact the review
nurses before a hospital admission
because the employee is the person
we want to educate,” Ms. Burk-
head said.

After the initial contact, the at-
tending review nurse obtains the
patient's medical history and
begins keeping a file. The nurse
also provides information to the
patient on the tests and procedures
suggested by the attending phys-
ician, as well as on alternative
treatments.

The nurse also advises the pa-
tient on the most effective way to
use his or her health care benefits.

In addition, the review nurses
follow each case closely and pro-
vide information on each of their
cases to Blue Cross & Blue Shield
of Nebraska, which administers
claims for the company.

At the end of the patient's treat-
ment, the nurses compute the ex-
penses and savings of the case, Ms.
Burkhead said.

The program's objectives include
arranging for second surgical
opinions; pre-authorizing inpa-
tient surgeries; arranging organ
transplants; pre-authorizing home
health care or care in skilled nurs-
ing facilities or hospices; coordin-
ating mental health treatment; and
pre-authorizing inpatient physical
rehabilitatiorm. 1

Care costs

hot topic
in desert

PHOENIX, Ariz.-The hot
climate of the desert was the
backdrop for discussions on
the hottest topic for employ-
ers these days: double-digit
health care cost inflation.

However, the 110-degree
temperature seemed cool
compared with the heated
discussions on ways to man-
age the rapidly escalating
cost of health care during
"Case Management in Ac-
tion," the annual meeting of
the National Assn. of Em-
ployers on Health Care Ac-
tion.

The meeting was held June
2-3 at the Arizona Biltmore,
a 39-acre resort whose de-
sign was inspired by archi-
tect Frank Lloyd Wright.

NAEHCA, which has more
than 100 members, has been
a consortium for employers
on understanding health
care issues and managing
their benefit plans for more
than 1O years.

Along with annual meet-
ings and workshops
throughout the year,
NAEHCA publishes a variety
of managed care directories
and books on employer
health care management.

NAEHCA will hold its
1989 annual meeting in Min-
neapolis. For more informa-
tion, contact NAEHCA at
104 Crandon Blvd., Suite
304, Key Biscayne, Fla.
33149; 305-361-2810.
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New techniques
reduce costs

of psych care

By DONNA DiBLASE

PHOENIX, Ariz.-As the cost of psychiatric and substance abuse
care careens out of control, some employers are finding that man-
aged care techniques can help get the costs back on track while
retaining quality of care.

For example, Dayton, Ohio-based NCR Corp. decided to use its
existing employee assistance program as a referral service for em-
ployees needing mental health services beyond what can be pro-
vided by the EAP. This way, employees are immediately directed to
the most appropriate mental health professional and avoid utilizing
unnecessary mental health services.

And, Xerox Corp. of Stamford, Conn., hired a firm that special-
izes in managed mental health care to help coordinate the most
appropriate mental health care for employees in need of those ser-
vices.

These programs were highlighted during the "Mental Health Case
Management Action Programs" discussion at the annual National
Assn. of Employers on Health Care Action meeting held in Phoenix
June 2-3.

Based on its 1985 claims data, NCR realized its self-insured
health plan had covered a total of 351 hospitalizations for mental
health care.

The average length of stay for these confinements was 29 days and
the company estimated it paid an average of $336 per day for these
confinements, according to Douglas M. Bartlett, director of U.S.
employee benefits for the computer firm.

To better manage the costs and the quality of the mental health
care its employees receive, NCR introduced its "Psychiatric Advi-
sory Service" in January 1987.

"This is a service that provides employee assistance in psychiatric
hospitalization and outpatient mental health services,"” Mr. Bartlett
said.

"The employee or dependent can receive short-term, company-
paid counseling through our EAP. However, if the condition re-
quires longer treatment, the EAP and a case manager from Pruden-
tial determine the most cost-effective treatment program and refer
the patient to the appropriate mental health provider," Mr. Bartlett
explained.

Newark, N.J.-based Prudential Insurance Co. of America admin-
isters claims and provides case management services for NCR.

NCR's Psychiatric Advisory Service includes financial incentives
for employees to seek counseling through the EAP.

For example, the company's benefit plan usually covers 50% of
the cost of office visits, up to a maximum of $30 per visit and a
maximum of 50 visits per year. However, if employees obtain refer-
rals through the EAP, coverage is increased to 80% of the cost of
office visits, up to a maximum of $70 per visit for a maximum of 50
visits per year, Mr. Bartlett explained.

For employees that used the EAP referral service in 1987, there
were 20 psychiatric hospitalizations at an average cost of $4,707
each, he said. By contrast, there were 346 psychiatric hospitaliza-
tions at an average cost of $9,350 each for employees that did not
use the referral service the same year.

This indicates there are fewer EAP-directed admissions and the
costs are better controlled, Mr. Bartlett said.

Like NCR, Xerox decided it needed to better control the cost and
utilization of mental health care services.

"The problem we saw was that under our self-insured plan, men-
tal health care costs continued to consume a larger and larger part
of the costs,"” said Patricia M. Nazemetz, manager of benefits.

"In 1985, 16%, or $11 million, of our health care costs were re-
lated to mental health care and in 1986, 20%, or $14 million, went
toward mental health care,"” she said.

"There was excessive and inappropriate utilization of mental
health services, as well as inefficient coordination between our EAP
and the medical plan. In addition, we had 40% of our employees in
HMOs, which leaves some employees with inadequate mental health
benefits,” she said.

Ms. Nazemetz explained that some health maintenance organiza-
tions do not offer comprehensive mental health benefits and request
that Xerox allow its employees enrolled in HA(IOs to receive cover-
age for these services under the indemnity plan.

The company decided it would establish a managed mental health
care program that would manage costs, coordinate appropriate
mental health care and better control employees' access to the men-
tal health care system.

Xerox reviewed 10 proposals from managed mental health care
companies and selected American PsychManagement Inc. of Arling-
ton, Va. The company provides utilization review and case manage-
ment services that are performed by psychiatric nurses. The com-
pany also has psychiatrists on staff.

Under the program, which became effective Jan. 1, employees
either can access APM through the Xerox EAP or they can have
their own mental health provider contact APM.

The vendor then authorizes an inpatient admission and works
with the patient's mental health provider to coordinate the inpa-
tient or outpatient treatment, Ms. Nazemetz said.

The company also changed its mental health coverage when the
managed care plan was implemented.

Previously, mental health benefits were covered both by a sepa-
rate EAP plan and the indemnity plan. Under the EAP, the first two
diagnostic outpatient visits were covered at 100%, with the next
eight visits covered at 80%. After that, the plan covered only a
closing session at 80%.

Continued on page 25

A Pledge of
TIMELESS

QUALITY

In 1887, we made a pledge of
quality toourcustomers. That
pledge still stands today.

During the years, GAB has
grown and changed with the
times responding to the needs
ofa dynamic marketplace. To-
day, sophisticated data pro-

cessing systems put us in
touch with the most minute

details and information. Ad-
vanced technology linksa na-
tionwide network of special-
ists into an army of skilled
problem-solvers. The exper-
ience of our people is en-
hanced by ongoing training
and educational programs.

Our services are custom-
tailored, to meet your di-
versified needs. More recent-
ly, we placed more decision
making authority in the field,
to better anticipate your
needs and to respond to them
at the Branch Office level. All
this, to provide you with the
best possible service. Yet
withoutthe personal careand
dedication of the men and
women who serve you, it is not
enough. That's why today 1
want to personally renew our
pledge of quality to you.
Becausewe believe that quali-
ty is an ongoing process, and
our services are only as good
as the people who provide
them. At GAB, we take pride
in giving you the care and pay-
ing the respect and personal
attention you deserve. We are
dedicated to building quality
relationships with you. Rela-
tionships built on trust,
respect, and understanding,
just as they were in 1887.

These matter to us because we

know they matter to you.

That's what we mean by
Timeless Quality. We have
selected the most valuable of
gems, the Diamond, to sym-
bolize this pledge to you. A
pledge of Timeless Quality,
from people who care. Itis a

pledge from every man and
woman here at GAB.

1,6, 54 .-

Richard A. Simon

Chairman

GAB Business Services Inc.

9 Campus Drive /Linden Plaza 1

Parsippany, NJ 07054
201-993-3400



The Diamond. Born of simple carbon. Formed
under great pressure. Yet retaining its unique
character over the ages. Finally, cut and pol-
ished into a gem of incredible strength and
breathtaking beauty. Truly a gem of Timeless
Quality.

GAB. A company where quality has been our
byword for over a century. Like the quality of
a diamond, the quality of a service-oriented
company is not achieved overnight.

How isourpursuit of quality measured? In the
widening scope of ourservices, expandingand
adapting to the needs of an ever-changing
marketplace. In our educational programs,
where sKkills are fine-tuned, and technical ex-

A Member of the SOS Group
(Soci6t6 Gun6rale de Surveillance)

pertise helps prepare our men and women to
deal with ongoing challenges and problems.
In our technology, keeping abreast for better
communication, better processing of data.
And in the structure of our organization with
greater decision-making authority in the field
for even faster response to our clients' needs.

Large or small, a company's services are only
as good as the people who provide them.
Discover the multi-faceted services and caring
attitude of the people of GAB. Call your local
GAB Branch office today, and enjoy truly per-

sonal services GAB's treasure of timeless
quality.
At GAB, we have a commitment to quality.

Timeless Quality from

people who care
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Will the health care develop-
ments of the future have more to
do with saving money than with
saving lives?

At the rate medical costs are
rising, there's no telling how far
a company will have to go to
save money.

That's why CIGNA is doing
something different. At the
CIGNA companies, we firmly
believe that the quality of
health care must not be re-
duced along with costs. Last
year, we saved our clients over
$600 million through our medical
cost containment programs. And
that's in a year when national
health spending increased
dramatically.

Yet we demonstrated that
we're equally committed to pro-
viding high quality care. Our
case management approach,

' for example, not only reduces

costs, but can actually improve
the quality of care. We may red-
ommend transferring a patient
to a special facility that costs
more on a daily basis, but be-
cause that patient is receiving
more appropriate care, the stay

is shorter and the net cost is less.

While a "new" concept to most
companies, case management
has been in practice atthe CIGNA
companies for over 17 years. In
fact, we're the top provider in the
U.S. for medical management
and rehabilitation services.

And since we're a single source
for a full spectrum of medical
care and dental options, we
can help companies plan very
cost-efficient programs. Programs
ranging from HMOs to group
indemnity coverages to plans

that combine the advantages
of both.

At CIGNA, we're as concerned

about the right care as we are
about the bottom line. And we

can help you with both. \Akite the
CIGNA Companies, Dept. R15,
One Logan Square, Philadelphia,
PA 19103.

Striking the right balance be-
tween managing costsand main-
taining high quality health care.

It's one more example of CIGNA's
commitment r- «x——, —— -

to personalized
service to C I G NA

business.
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ASK A

Right-to -know plan
stresses judgment

1 The Occupational Safety and
Health Administration’'s
Hazard Communication
Standard requires all
non-manufacturing employers
to have a compliance program

- in effect. As a company with

many locations spread

throughout the country, how have you

structured a "right-to-know" program?

Over the past several months
ave spent a great deal of time

,A and effort ?n addressing the

compliance aspect of this

standard as it relates to our
major type of operation: fast-food
- restaurants.

It is our position that most
chemical products found in our restaurant are not
considered hazardous. However, we are
communicating the standard to our employees in
simple, non-technical language that stresses the
importance of being aware of chemicals found at
home and in the workplace.

We certainly did not want to alarm a mostly
youthful workforce by overemphasizing the dangers
of handling chemicals that consist mainly of
cleaning products. Instead, we are concentrating on
the importance of using good judgment and safe
operating practices when handling chemicals.

A complicating issue we face is the fact that our
industry has a high employee turnover rate. It was,
therefore, necessary for us to design a uniform
program that is relatively easy for a manager to
review with all current employees and new hires
immediately upon employment. The end result is
intended to offer a program balanced somewhere
between "overkill" and "underdeveloped" in its
methodology.

There are three fundamental steps for program
compliance:

80 Proper container labeling.

4 Availability of material safety data sheets.

;00 Employee education and training.

Initially, it is important for one person to assume

a leadership role in the creation and implementation
of the overall program. The risk manager--or safety

manager, depending on individual responsibilities-

should be fully aware of activities involving other
departments with the project. | can think of nothing
worse than facing the compliance deadline with a
program that is fragmented and incomplete because
someone assumed another person had taken charge
or receiving a citation following an initial OSHA
inspection because the information was never
distributed!

Since we also have manufacturing and
distribution facilities servicing our restaurant
division, we became involved in the first two steps
approximately two years ago. The manufacturing
division had a 1986 compliance deadline, so we
decided to prepare for a total corporate program at
that time. It was determined that our distribution
division would assume responsibility for assuring
proper container labeling by dealing directly with
our outside vendors. This process was simplified
because the restaurants use a common source for
each product.

The purchasing department was responsible for
obtaining MSDS from each vendor and forwarding
them to my department. It became my task to
coordinate the design of the overall program with
our training department.

We have elected to distribute a complete hazard
communication package, including MSDS, to each
location and think that approach is the most
effective means of adhering to the standard. | might
add that a few of our restaurants were spot checked
earlier this year by state compliance officials to
determine what we were doing in this regard. |
know of some multilocation operators that are
maintaining MSDS in one central location rather
than at individual sites. This could lead to disputes
over compliance somewhere down the road. We
prefer to have the total program in place at each
restaurant facility to avoid undue confusion.

Employee training has been addressed in oral and
written forms. Prior to the creation of the standard,
we used various posters as part of our safety
program. They are now incorporated into one
poster, which lists the rules for basic first-aid
treatment, safe handling of chemicals and general
safety. At one time, we gave serious consideration to
preparing a videotape as a manager's instructional
tool.

However, the most popular training concept and
the one we finally adopted was the design of a guide
for chemical hazard instructors with a brief
questionnaire to be completed by each employee
following his or her instruction. The questionnaire
is retained in the employee's files as evidence of the

completion of our "right-to-know" training

RISK MANAGER

program. | feel some type of training verification is

necessary. This appeared to be the most logical

choice for us.

In summary, each location has received the
following information:
40 Poster revised to include chemical safety.

,»0 Manager's chemical hazard instructor's guide.
4 MSDS.

,*0' Chemical hazard questionnaire.
The material is now considered part of the risk

management section in a procedures manual that is

distributed to our restaurants.

Have we done too much? Too little? Our objective
all along has been to inform our employees of
chemical hazards using a positive approach.

Hopefully, we are prepared for individual
inspections similar to what we experienced with the
inception of OSHA's Recordkeeping Requirements
Standard in the early 1970s.

| believe an employer should not expect to
encounter problems with OSHA, providing an
honest attempt is made to comply with the hazard

communications standard. Time and the outcome of

the first inspection will tell if we have done our job

well.

Woutd you like advice from an experienced colleague
on a risk management, benefits management or
actuariat problem? Four features in the Perspective
section Of Business Insurance can give you some
answers.

Ask A Risk Manager, Ask A Benefit Manager, Ask
A Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits
management issues and actuarial problems.

This month's column on risk

management issues is written by

4 Susan M. Werner, director of risk
management at Hardee's Food

*UNE.,d Systems Inc. in Rocky Mount, N.C.

4 AVIFIlI Joseph W. Duva, director of employee
benefits at ANied-Signal Inc. in

Morristown, N.J., answers benefits
management questions. William J.

Miner, an actuary with The Wyatt Co.

actuarial

answers

in Chicago,

Ms. Werner . questions on benefits issues. And,

Richard E. Sherman, a principal with

Coopers & Lybrand in San Francisco, answers actuarial
questions in the casualty fietd.

Mr. Duva's and Ms. Werner's columns appear
alternately on the second Monday Of each month. Mr.
Miner's and Mr. Sherman's columns appear alternately
on the first Monday Of each month.

Ms. Werner's next column will appear in the August
Issue.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, lll. 60611. Please give us your
name, title and employer; however, Business Insurance
will consider unsigned letters.

Prevention programs reduce costs

Continued from preuious page

When employers make the
commitment to this prevention
program, Athletes in Industry
consultants work with the firm's
personnel to:

O' Introduce the program to
supervisors and employees.

+ Explain to them how flexibility
stretching works to prevent injuries
both on and off the job.

+ Train team leaders.

/0 Implement the flexibility
stretching program.

4 Follow-up throughout the year
with performance measurement and
support.

All employees then do the stretching
exercises, with management support,
for eight to 10 minutes at the
beginning of each work day. The
success of this prevention program is
in its simplicity, packaging and

tracked effectiveness. Every level of
employee can and does participate in
the stretching.

Typically, employers initiate a pilot
program to a number of their
employees, with expansion to other
members of the workforce after a few
months. The cost depends on the
number of participants, but generally
the one-time price would be around
2% of the monthly employee health
care premium.

Saving one back injury, which on
the average costs more than $6,000,
could pay for this prevention program
for 200 employees.

With significant percentages of
workers compensation and group
health claims occurring due to the
sprains and strains of the torso, it
stands to reason that the cost/benefit
ratio with this stretching program
could be at least 4-to-1, or better. The

results will vary depending upon a
corporation’'s industry and past injury
claims history.

Corporations that have implemented
this stretch program report they would
do it all over again without
considering any financial gains
because of the improved employee
awareness and attitude. Furthermore,
they report that unlike other corporate
fitness and exercise classes where
relatively few participate, virtually all
the employees offered the stretch
program do the routine daily and they
have fun doing it.

The trend toward more proven
prevention programs that address
today's major issues will become a
way of corporate life. The economic
impact of AIDS and substance abuse,
for example, is too great to ignore.

A recent survey of chief executive
officers across the country found that

67 % plan to institute or expand health
promotion programs during the next
two years.

The double-barreled rate hikes from
both workers compensation and health
care insurance have forced many
corporate decision-makers to revisit
prevention programs that work both
on and off the job. No longer is there
justification for "fluff" wellness
programs that accomplish little for so
few of their employees.

Prevention is back.

Donald G. Lightfoot
is director of sales for
Blue Cross of
California in
VWoodiand Hills.
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Hospitals, treatments
on the examining table

By DONNA DiBLASE I t O < OWAN
PHOENIX, Ariz.-Just as the health care industry has undergone tre- n n

mendous change in the last decade, so have the techniques for measuring
and assuring the quality of care the industry delivers, according to some
health care experts.

"There is definitely a movement in the health care industry to po- CONSTITUTION ST ATE

lice itself," said Dr. Clifford R. Guy, president and medical director of the
Winston-Salem Health Care Plan Inc. in North Carolina.

The management of quality and utilization of health care services
has evolved since the early 1900s from a hospital quality assurance
program to the development in the late 1970s and early 19805 of pro-

¢ h deli at o ¢ £ Medi b fit: R.C. COWAN COMPANY Sening Professional Insurance Brokers
grams to manage e‘care € |vef‘e © reCIplen.S © edicare . enetits, Two Hartford Squ=ar= Representing Medium To Large Corporate
noted Dr. Dennis S. O'Leary, president of the Chicago-based Joint Com- Hartford, Connecticut 06106 And Institutional Buyers For Their
mission on Accreditation of Healthcare Organizations. Telex 643831 ROSSCO Excess Liability Placements.

The evolution of health care quality assurance and measurement tech- Fax 203 524-9081

niques was discussed at the annual meeting of the National Assn. of Em- Telephone (203) 728-5558

ployers on Health Care Action in Phoenix June 2-3.
Perhaps the oldest quality assurance organization is the JCAHO, which Representing Constitution State Insurance Company
has existed in several forms for about 70 years, according to Dr. O'Leary,

Continued on next page

New techniques

Continued from page 18

Under the indemnity plan, the
11th and subsequent outpatient
visits were covered at 50%, and in-
patient care was covered at 80%,
with no out-of-pocket maximum.

Under the new mental health
benefits plan, the first two outpa-
tient visits also are covered at
100%, with the next four visits co-
vered at 80%, with no out-of-
pocket maximum. However, if em-
ployees have their care certified by
APM, they receive 80% coverage
for all subsequent visits.

Inpatient care still is covered at
80%.

If employees do not contact APM
before receiving either inpatient or
outpatient mental health care, cov-
erage is reduced to 50% for the
first 10 outpatient visits or 50% for
the first 10 days of inpatient care,
Ms. Nazemetz explained.

Under the managed mental

Xerox expanded the
types of mental
health care providers

employees may use

and still be covered.

health program, Xerox also ex-
panded the list of the types of
mental health care providers em-
ployees may use and still receive
coverage. In addition to clinical
psychologists with a doctorate de-
gree, licensed psychiatrists and
hospitals accredited by the Joint
Commission for Accreditation of
Hospitals, employees who have
their care certified by APM now S -
may use licensed social workers
and psychiatric nurses.

Since the program is only six
months old, savings figures are not
yet available, Ms. Nazemetz said.
However, the program has been
well received by Xerox employees.
Acceptance of the program is due
in part to the communication effort
by the company.

Xerox began communicating the
program in December 1987
through literature in the annual
personal explanation of benefits
distributed through the first part
of this year.

In addition, a letter was included
in every claim payment made to
employees already receiving men-
tal health services.

Employees also received a letter
explaining the program from Pru-
dential, which administers claims
for Xerox.

"People really took the program
seriously. APM had received 1,400
calls by Feb. 1," Ms.- Nazemetz
noted.

There also have been surpris-
ingly few complaints from employ-
ees so far, she said. -
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Hospital reviews

Continued from previous page
who added that the JCAHO just
recently changed its name from the
Joint Commission on Accreditation
of Hospitals.

"The Joint Commission started
out of a professional interest in the
public sector," he said.

The Chicago-based American
College of Surgeons in 1917 deve-
loped an organization to review the
performance of and set minimum
standards for the quality of care
delivered in hospitals, he ex-
plained.

Over the next 30 years, more
than 3,000 hospitals nationwide
volunteered to undergo this exter-
nal review.

Then, in 1951, the American
Medical Assn., the American Hos-
pital Assn., the American College
of Surgeons and the American Col-
lege of Physicians created the
JCAH, he said.

"By the late 1960s, there was a
JCAH accreditation program for
long-term care and outpatient sur-
gery centers. By the 19805, there
were programs for mental health
centers, hospices, home health care
agencies and managed health care

organizations,” Dr. O'Leary con-
tinued.

The Rest IsHistom

Access to all the facts and an expert opinion can sometimes

"The job of the JCAHO is to as-
sure that health care organizatior. s
maintain their optimum achievable
performance,” he said, explaining
that each organization is evaluated
on an individual basis.

During the 1980s, there hare
been three major methods of qua.-
ity review, he said. Specifically:

- Case-based review. This type
of review evaluates the quality of
the care delivered to an individual
patient.

"This form of review took ho. d
when the Professional Standards
Review Organization program was
created by the federal Medicare
system. Since Medicare paid for
care on the basis of the individual
case, it made sense to review care
on an individual case basis," Dr.
O'Leary explained.

The PSRO program involved
physicians reviewing the care deli-
vered by other physicians to Medi-
care recipients. The PSROs became
known as Peer Review Organiza-
tions in 1980, he said.

- Structure and function re-
view. In this type of review, a
JCAHO survey team visits a hospi-
tal to evaluate the hospital's com-
pliance with JCAHO standards.

"However, this type of review
leaves unanswered the questions of
whether the hospital did all the

Empero[l\l% EON BONAPARTE

erioo, Belgium

Plain

UNBIASED

things it says it can when the pa-
tient was admitted to the hospital
and also what was the c utcome of
the patient's hospitaliza.ion. This
type )f review is organ'.3ation-fo-
cused," Dr O'Leary pointed out.

- Statistical profiling. This type
of review evaluates the :iuality of
care delivered in a hosp.t al based
on th. hoFital's mortalizy rates.

The problem with this type of re-
view is that "you can't s t down,
look at numbers and read quality.
You need to look at the c ifferences
among patients," such as the sever-
ity of a patient's condition when he
or she en. ered the hosp..al. "Mor-
talit> rates are random -iumbers,"
he explained.

The ICAHO currently is devel-
oping a new method for measuring
and assuring quality. Hospitals are
being asked to compile statistics
anc other information on trends
and occurrences that fall outside of
es=ablished norms in three areas:
hign-volume services d£livered at
the hospital; risky procedures; and
prcblem procedures or problem
areas cf the hospital.

"Il datE. as such does not give
ycL :he answer, we are e.amining
wh.ther you can use cia:a to build
a means to measure quality. The
numbers are not an end product;
they are a means to look into prob-

Our only so.irce of inmme is tom subscriptions. oil only

obligation iS to our subscriters.
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lems, then look beyond the num-
bers to see specific problems and
develop a means to deal with the
problem," he said.

Based on the information from
the hospitals, the JCAHO is devel-
oping "clinical indicators" for spe-
cialty areas of medicine. "Clinical
indicators deal with rates of occur-
renee. So, a sentinel event, or a bad
occurrence, will mandate a hospi-
tal to look into ways to avoid the
same occurrence," he explained.

Clinical indicators will be deve-
loped for 49 medical specialties. So
far, they have been developed for
the areas of anesthesia, obstetrics
and hospital care.

In 1988, the JCAHO plans to
work on the areas of cardiovascu-
lar medicine, cancer, trauma, long-
term care and mental health care,
he said.

The JCAHO also plans to develop
indicators to assess the perfor-
mance of the management of
health care organizations, he
noted.

In addition, "as far as the issue
of appropriateness of care is con-
cerned, we know that there are
wide variations in the care deli-
vered. Some of this is driven by the
professional liability problem. This
is part of your problem as well be-
cause this problem is costing you a
pretty penny.,” Dr. O'Leary ex-
plained.

For example, he said, the health
care industry is very hesitant to
develop clinical efficacy standards
because "the minute you develop
standards and a physician has to
go outside the standards to deliver
appropriate care, the standards
will be held against you in a court
of law. A lot of physicians are very
nervous about the idea of cook-
book medicine.”

Indeed, "medicine is a very per-
sonal thing. The patient is ulti-
mately at the center of the big pie-

CPCU ...

Letters of

ture of medicine,” noted Dr. Guy
of the Winston-Salem Health Care
Plan,

"First, you must distinguish be-
tween quality assessment-which
is the measurement of compliance
with standards-and quality as-
surance-which is the incorpora-
tion of standards into practice,” he
said.

"The standards must be inter-
preted on a local basis because the
delivery of health care is a local
phenomenon. Then, through qual-
ity assurance, there must be a
means to give the health care pro-
vider the ability to modify clinical
behavior,” he said.

"And, there must be physician
involvement in the establishment
of standards, in the monitoring of
compliance and in professional
feedback and dialogue,” Dr. Guy
emphasized.

A health care organization's
quality assurance program should
include monitoring of provider
credentialing; education and feed-
back; risk management; surveys of
patients and health care purchas-
ers, like employers, on the quality
of care delivered; and research and
development, among other things,
according to Dr. David J. Ottens-
meyer, executive vp and chief med-
ical officer of Nashville, Tenn.-
based Equicor.

Equicor is a managed care com-
pany formed through a joint ven-
ture of New York-based Equitable
Life Assurance Society of the
United States and Nashville-based
Hospital Corp. of America.

For example, "our quality assur-
ance program is designed to sys-
tematically monitor and evaluate
the quality and appropriateness of
patient care, pursue opportunities
to improve patient care and to
identify and resolve problems in

patterns of care,” Dr. Ottensmeyer
_  ———em B ———u _ -
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Employee Benefits
Communication
Conference
On August 1&2 you can join an influential group

of employee benefit executives meeting to
explore issues critical to their professional
responsibilities. The annual Business Insurance
Conference provides you with valuable insight
into communicating berefits to employees.

_El gpnfl pi

Keynote Address Monday, August 1
Benefits Communicators - The New Dimension
Wesley P6riotis, Chairman and Chief Executive
Officer of Wesley, Brown & Bartle, a
management consulting and executive search
firm in the benefits and communications field.
sets the tone for the 1988 EBC Conference with

a look at the benefits communicator as business

person. creative arNst, benefits practitioner, or all

three. Who are they. where are they coming
from and what does the future hold?

Employee Assistance Programs

If you don't use it, you loose it. To achieve high
participation and maximum value for your
company's EAP investment, you've got to do
more than just communicate. You've got to
market the product to your employees. Hear the
strategy applied by one company.

Long Term Care

Problems & Solutions. This session presents a case
study from one of the first corporations to
introduce long term care as an employee
benefit. See this company's success story.

EBC Awards Luncheon
Recognizing outstanding
communications programs,

Alfred Malecki, Publisher, Business
Insurance, presents the 16th Annual
EBC Awards. Also shown will be the

first place a-v winner.

Concurrent Sessions

These three workshops all on
state-of-the-art interactive
communication programs are
presented as concurrents, giving you
the opportunity to attend all sessions.
These case studies will be presented
by both cgmpany and consultant
firm. Time will be provided after
Monday's sessions for additional

demonstrations and informal

questions/answers.

#1 Flexible Benefits

Abbott Lab's Flex Benefits System.
developed by Alexander &
Alexander Consulting Group, gives
employees a unique tool for making
complex benefit decisions. This direct
access, interactive system allows
employees to model 'what if
scenarios for health care, flexible
spending accounts and their 401 (k}
plan.

#2 Pension/Profit-Sharing &
Retirement Planning

Projecting financial scenarios for
employee retirement - Allstate's
"Search For Security" program,
developed by their consultant,

Mercer-Meidinger-Hansen. offers
new visions. And because ifs

educational and fun to use,

information is better retained.

#3 Benefits Communication & Management
Becton Dickinson is using technology, developed
by their consultant, The Wyatt Company, to
communicate and administer ifs long term
savings plan. Employees can sign-up. check
account balances, calculate loans and more, in

a private, secure, user friendly environment.

401(k) Under Tax Reform Tuesday, August 2
Communicating 401 (k) plans and changes to
employees within this new tax reform
environment can be complicated, even for a

seasoned communicator. Here's what has

worked - and what hasn't - for one company.

You Be The Judge

A-V Excellence. Presented annually. this
energetic session presents audio-visual programs
submitted to the EBC Competition. You be the
judge - see what other industry professionals
are doing in this medium.

Luncheon

Jerry Geisel. Brs Washington Editor, gives you a
View From The Capitol.

Wellness Programs

Michael Scofield. PhD, leads this panel on
effectively communicating the health promotion
message to employees. Panelists representing
large, medium and small size companies discuss
the communication channels needed for a very
different benefit area - promoting good health

and positive lifestyles. They'll look at what works
and what has backfired for their own

companies.

Adjoumment
Until next year

FppA\<prs-

Craig Bryars
Consultant
THE WYATT COMPANY

WORKSHOP #3:
Interactive Communication

Catherine A. Corse
Asst. VP/Mgr.,Employee Benefits
BARNETT BANKS INC.

Employee Assistance Programs

Pattie Duca

Mgr. Employee Benefit Planning
BECTON DICKINSON & COMPANY

WORKSHOP #3:
interac#ve Communication

Jerry Geisel

Washington Editor
BUSINESS INSURANCE

LUNCHEON SPEAKER:
From the Capitol

Beth Leaman
Vice President
BENEFACTS, INC.
ALD<ANDER & ALEXANDER
CONSULTING GROUP
WORKSHOP #1:
/nterac#ve Communica#on

Alfred Malecki
Publisher
BUSINESS INSUINICE
LUNCHEON SPEAKER:
EBC AwWARDS

Karen Manning

VP. Employee Benefits
AMERICAN EXPRESS
PAVEL RELATED SVCS. CO..INC

Long Term Care

Daniel McCarthy

Asst. VP, Comp & Benefits Planning
ALL-STATE INSURANCE COMPANY

WORKSHOP #2:
/nterach've Communication

Kathryn J. Mcintyre. AR.M
Editor
BUSINESS INSURANCE

OPENING REMARKS

Laurel Nicholson

Principal
MERCER-MEIDINGER-HANSEN

WORKSHOP #2:
/nleractive Communication

Wesley Poriotis
Chairman & CEO
WESLEY. BROWN & BARTLE

KEYNOTE SPEAKER

Robert Schumacher

Director. Corporate Benefits
ABBOTT LABORATORIES

WORKSHOP #1:
interative Communicahbn

Michael Scofield

Mgr. Employee Health Promotion
ATE&T

Wellness Programs

Russel Wert
Director of Benefit Services
AETNA LIFE & CASUALTY

401(k) Under Tax Reform

Herb Zeltner
President
HERBERT ZELTNER CONSULTING INC.

You Be |lhe Judge
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The 8/ Conference opens Sunday. July 31.
with registration check-in and a cocktail
reception from 5-7pm. Sessions begin
Monday, August 1 at 8:30am. The conference
adjourns Tuesday. August 2 at 3:30pm.

The cost is $650. A 10% discount is offered to
additional registrants from the same
company. The fee includes sessions,

workbook educational materials. and
scheduled functions.

Payment required with registration. All
registrations will be confirmed.
Cancellations must be received in writing.

A refund will be made on cancellations
received before July 1.

A $100 service charge will apply to
cancellations received after July 1. No refund
will be made on cancellations received less

than 5 business days prior to the conference.
If your plans change. you may substitute
another person from your company without
penalty.

To register. complete the form and send it
with your payment to:
Business Insurance,
Communication Services Dept.,
220 E. 42nd St., New York City, NY 10017
For information call: Barbara Dalton,
Registrar, (212)210-0780

Hotel Accommodations

We have set aside a limited block of rooms at

a special rate of $145 single/$165 double, at
the Grand Hyatt Hotel in New York City. These
rates are available to Conference Registrants
only. and will be honored until July 15.

You must mention the Business /nsurance

Benefits Conference when making your
reservations. Hotel cards will be included with

your Conference Registration Confirmation.
Or call the Grand Hyatt Hotel at
(212)850-5900; or toll free at (800)228-9000.

Awards Luncheon
A luncheon ticket is included with your

Conference registration. A limited number of
additional seats are available for the

EBC Awards Presentation Luncheon.
Additional tickets are $60 each.
available on a first come-first
serve-basis; reservations required.
Contact Registrar.

Please register me for the 1988 Bl Conference

Employee Benefits Communication:
August 1 and 2
The Grand Hyatt Hotel, New York City

Name

Organization

Address

City State —Zip

Phone
Additional Registrants from my organization:
Name

Title

Name

nNe

El Conference Oncl. Awards Luncheon)

O EBC Awards Luncheon ONLY

0 Payment Enclosed
El Visa O Mastercard C American Express

O Optima Card

Business -

iNsurance

Expiration Date

1 Signature
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Need the facts fast?
Order Bl's

Editorial Index now!

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

- all news reports and feature articles published

- indexed alphabetically, chronologically and geographically

- indexed by people, companies mentioned, and subjects

- continuous access--3 quarterly reports plus a cumulative

annual edition

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

Business Insurance Editorial Index
220 East 42nd Street, New York, NY 10017

Please send me the following Index(es):
Annual Index (hardcover) ONLY $150* each:
0 1981 0 1982 0 1983 EI 1984 0 1985

Annual Index (softcover) $100*: El 1986 [31987
Full index Service at $100*: 0 1988

*Foreign Posage Additional

PAYMENT MUST ACCOMPANY ORDER
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Account #
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Signature
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Comings & goings: industry

Dean O'Hare named

chairman of Chubb

Dean R. O'Hare was named
chairman and chief executive offi-
cer of Warren, N.J.-based Chubb
Corp. He succeeds Henry U.
Harder, who retired.

Mr. O'Hare, 45, was also named
chairman and president of two of
Chubb's subsidiaries, Federal In-
surance Co. and Vigilant Insurance
CoO.

Mr. O'Hare joined Chubb in
1963, was named a director in 1984
and most recently was president.
Mr. O'Hare continues as chairman
of Chubb Life Insurance Co. of
America and Bellemead Develop-
ment Corp.

Announcing a comprehensive Insurance Program for the

Fire & Burglary
Safety Equipment Industry

With great pride we continue to provide a superior underwriting facility

and insurance product for those involved in the MANUFACTURE,

DISTRIBUTION, SERVICE AND INSTALLATION OF

« Dry and Wet Fire Extinguishing Equipment

= Burglar Alarms and Equipment

» Fire Alarms and Equipment

For further information or applications call or write

COVER CORPORATION

P. O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010

Telex: 23-5635

In addition, Richard D. Smith,
formerly an executive vp of Chubb,
succeeds Mr. O'Hare as president.

In other insurer changes:

Edward K. Trowbridge named
chairman and chief executive offi-
cer of Atlantic Mutual Cos. effec-
tive July 1. He is succeeded as
president and chief operating offi-
cer by Kenneth J. Gorman, who
most recently was comptroller and
executive vp-economic controls.
Mr. Trowbridge succeeds John J.
Mackowski, who retired as chair-
man and chief executive officer.

Samuel D. Ross Jr. named pres-
ident and chief executive officer of
Pennsylvania Blue Shield in Camp
Hill, Pa. Most recently, he was ex-
ecutive vp.

Also at Pennsylvania Blue
Shield, Dr. R. Robert Tyson ap-
pointed chairman, replacing Dr.
Harry V. Armitage, who retired.

Stephen R. Smith named presi-
dent of Harleysville Group Inc. in
Harleysville, Pa. Most recently, Mr.
Smith was president and chief
operating officer of Harleysville
Mutual Insurance Co., a member of
the Harleysville Group.

Also, at Harleysville Mutual In-
surance Co. in Harleysville, Pa.,
Walter R. Bateman named senior
vp-field operations. Previously, he
was a regional vp for General Ac-
cident Insurance Co.

Jack Powers promoted to resi-
dent vp of New 3ersey operations
for Warwick Insurance Co. in Mor-
ris Plains, N.J. Previously, Mr.
Powers was vp of marketing.

Ruud H. Bosman named senior
vp of Allendale Insurance in John-
ston, R.I, Mr. Bosman previously
was regional manager of the New
York region.

Clifford Wess appointed vp of
Selective Insurance Group Inc. in
Branchville, N.J., and two of its
subsidiaries, Selective Insurance
Co. of America and Selective Way
Insurance Co. Mr. Wess previously
was chief actuary.

Geoffrey W. Shisler named vp-
underwriting of commercial opera-
tions for Ranger Insurance Co. in
Houston. Mr. Shisler previously
was manager of casualty under-
writing.

Joel V. Kamer appointed senior
vp and group insurance actuary of
group benefit services for John
Hancock Mutual Life Insurance
Co. of Boston. Most recently, Mr.
Kamer was vp and group insurance
actuary

Donald M. Lowry appointed vp
at CNA Insurance Cos. in Chicago.

John T. Unipan named presi-
dent and chief executive officer of
Continental American Life Insur-
ance Co. of Newark, Del. Most re-
cently, Mr. Unipan was executive
vp at Provident Mutual Life Insur-
ance Co. in Philadelphia, Conti-
nental's parent company.

Industrial Indemnity Co., a Crum
& Forster unit, announced the fol-
lowing promotions to vp: Stephen
J. Albers in Seattle, who also
serves as president of Industrial
Indemnity Co. of the Northwest, a
subsidiary of Industrial Indemnity;
Robert J. Giarraputo in Fresno,
Calif.; Gary R. Purdom in An-
chorage, Alaska; Ronald G. Ha-
shimoto in Honolulu; Roger P.
Newman in Phoenix, Ariz.; Don-
ald L. Blackwell in Walnut
Creek, Calif.; and Stephen A.
Gold in Orange, Calif.

American General Life & Acci-
dent Insurance Co. in Nashville,
Tenn., promoted Rex H. Roberts
to senior vp and James Crowell to
vp-field compensation and regis-
ters.

Continued on page 29
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No urge to merge”?

Outsiders wary of insurance company acquisitions

By MARK A. HOFMANN

Insurers, whose stocks generally are underpriced,
should be among the belles of the merger ball, but
corporate suitors still are acting bashfully.

Potential buyers are hesitant to approach insurers
because, among other reasons, they fear property/ca-
sualty insurers' long-tail exposures, the unpredictabil-
ity of the U.S. tort system and the possibility of an-
other soft property/casualty insurance market.

In addition, some suitors may be uncomfortable with
the strict regulation of the insurance industry.

However, a combination of factors may cause buyers
to make more advances within a few years, with for-
eign companies most likely emerging as the boldest
suitors.

Among other reasons, insurers' depressed stock
values, foreign buyers' eagerness to pick up bargains
using cheap U.S. dollars and the financial burden that
the new tax code will place on some insurers could

fuel insurance industry merger mania by the early
19905.

"l expect to see more acquisition activity, mostly
because the stocks are so cheap," said Gloria L. Vogel,
associate director with Bear, Stearns & Co. in New
York.

"l think potential buyers are sitting back to see if
their targets won't get even cheaper in a bear market,"
she added.

"The property/casualty insurance companies are
quite depressed in valuation,” said Gerard Mizrahi,
managing director of Charles Street Securities, a New
York-based financial consulting firm specializing in
insurance industry acquisitions and divestitures. The
firm publishes The Charles Street Insurance Review, a
quarterly compendium of insurance company merger
activity.

Mr. Mizrahi pointed out that investor skittishness
born of the Oct. 19 stock market crash continues to
linger. And, some stock analysts still are pessimistic
about the market, he added.

However, property/casualty insurers have been able
to build up their reserves in recent years, he pointed
out. If the property/casualty insurance market does

not turn overly soft, property/casualty companies
should be good buys, Mr. Mizrahi concludes.

Yet, despite general agreement among stock analysts
that property/casualty companies are priced right,
buyers are not jumping into the market.

One reason is property/casualty insurers' long-tail
exposures.

"Long-tail exposures are a negative, particularly for
foreigners, who tend to be very wary of U.S. casualty
risks because they don't understand our tort system,”
explained Ms. Vogel of Bear, Stearns.

Udayan D. Ghose, vp and senior insurance analyst
at Shearson Lehman Hutton Inc. in New York, agreed.
"They think that our tort system has gone crazy."

Europeans "are clearly put off by the tort liability
folly," said Myron M. Picoult, senior vp and senior
insurance analyst for Oppenheimer & Co. in New
York.

"Long-tail lines of business concern foreign inves-
tors, primarily because you just don't know the rate
adequacy of that business that was written in the early

Continued on next page
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I nsu rer va u iSitionS ' At the same time, a buyer will find it difficult because of

'if yOU b«lieve the industry'is heading for state insurance regulation to raid an insurer's assets for cash

Continued from previous page . to service debt, according to Mr Tilman There also can be

1980s, said Hank Tilman, vp with Donaldson, Lufkin & 1 a downturn, people are still somewhat severe delays in wrapping up a deal, he said, pointing to the

Jen"ett% in N.eW York . uncomfortable with the idea of buying a attempt by BAT Industries PLC to purchase Farmers In-
The lingering fear of an unstable property/casualty insur- surance Group, which has been pending for several months

ance marketplace is another factor causing investors to shy company whose earnings are expected to Still, Mr Tilman does not see buyers shying away from

from the stocks Memories of the last soft market are still plummer says McKinsey'S Gll Marmol insurer acquisitions for long "l think more and more people

fresh, some analysts say will get comfortable with the insurance industry,” he said
"The merger market seems to be assuming that this down - Currently, Mr Mizrahi of Charles Street Securities sees

cycle will be as bad as the last one | don't think it will "no particular pattern” to insurance company mergers Most

because conditions are different,” said Bear, Stearns' Ms For example, the Industry's reserves-to-surplus ratio is recent merger activity-regardless of the industry segment

Vogel She cited the Tax Reform Act of 1986, which forces high by historical standards, Ms Morrissey pointed out property/casualty, life and health, brokerage and service-

insurers to pay some federal income tax no matter how high "Many buyers have been wary about property/casualty seems to involve what Mr Mizrahi called "small deals "

their underwriting losses, and lower interest rates as reasons companies screaming about reserves," she said The high He also cautioned against reading too much significance

why insurers will not slash prices to dangerously cut-rate level of insurer reserves should be of comfort to potential into actions such as insurers spinning off small subsidiaries,
levels acquirers, she added such a regional personal-lines automobile companies
But, many investors still fear the possibility of another Potential buyers also see that insurers are taking greater "There's always a certain amount of intra-industry restruc-
bloodletting, observed Gil Marmol, principal with McKinsey care in purchasing reinsurance m light of past problems col- turing,” he said
& Co's Dallas office lecting reinsurance, Ms Morrissey said But, Firemark's Ms Mornssey predicted that such intra-
"If you believe the industry is heading for a downturn, Primary insurers are staying away from the cheaper and industry restructuring may be one of the majlor trends of the
people are still somewhat uncomfortable with the Idea of marginal reinsurers and are placing a greater emphasis on next few years Small insurers-those with market values of
buying a company whose earnings are expected to plummet,"” obtaining reinsurance from a quality market, she explained between $20 million and $40 million-will find themselves
he said In addition, the new tax law will help dampen price com- unable to compete, she said "To protect themselves, they will

The recent increase in insurer competition is a majJor petition and encourage a more stable marketplace, Ms Mor- merge," she said

source of fear among potential insurer investors, according to rissey predicted Bear, Stearns' Ms VVogel also pointed to the possibility of
Joanne Morrissey, president and chief executive officer of One group of potential buyers that might be comfortable smaller companies coalescing to survive If the McCarran-
Morristown, N J -based Firemark Consultants Inc, an in- enough with the insurance industry's relatively stringent reg- Ferguson Act, which grants insurers limited exemption from
vestment banker specializing in the insurance industry ulatory oversight to make a bid for insurance companies are antitrust law to allow them to cooperate in developing rates,
"Rate hikes are increasingly rare," she said Although some the managements of highly regulated industries, said Ms iS abolished, some companies will lack the resources to com-
specialty insurers have managed to hold the line on priceS, Morrissey pete
most Insurance companies appear to be slipping in their Executives of non-regulated industries quickly grow impa- "If you do away with rating bureaus, some smaller com-
commitment to avoid price slashing, she said tient with the insurance industry's rules and regulators, she panies won't have any (rating information) base," she said,
In addition, the downturn in insurers' results has made said adding that those companies would have to merge or die
potential buyers cautious, analysts said But the managements of companies in some already highly Ms VVogel also said that the Tax Reform Act of 1986 also

Property/casualty insurers'direct written premiums in- regulated Industries, such as power utilities and oil com- may spur merger activity because many companies may not
creased by 20% in 1986, about 9% in 1987 and only about 5% panies, may be willing to work with regulators to enter the have the financial wherewithal to weather the law's impact

so far this year, according to Ms Morrissey At the same time, insurance business, she predicted on their bottom lines and "don't have the sophistication” to
slowly rising interest rates, while increasing insurers’' in- But perhaps the most logical buyers of domestic insurers accurately predict that impact
terest income slightly, have had a significant negative impact are foreign concerns, several analysts say "Companies will have to earn more to get to the same bot-
on the value of insurers' bond portfolios, she said Foreign insurers already "basically have saturated their tom line Cash flow will be hurt That might encourage some
And, what has been a short-term positive factor for insur- own markets," so they are looking to expand in other geogra- companies to look for help" in the form of new owners, she
ers-the absence of major insured catastrophes over the past phic regions, Ms Vogel explatned said
two years-will not last forever, Ms Mornssey pointed out Ms Morrissey predicted that "foreign buyers will continue Financially strong regional property/casualty insurers with
When disasters such as majlor hurricanes and earthquakes to exploit the economic confusion in this pre-election pe- solid personal lines business are attractive to European in-
begin to strike, they will have a devastating effect on under- mod " They have money and they need to spend it, she said vestors because of those potential buyers' fears of insurers’
writing results, she predicted Ms Mornssey foresees British, West German, Swiss, Dutch long-tail claim exposures, said Mr Ghose of Shearson Leh-
Another factor keeping buyers away from insurers is the and possibly Japanese concerns using their strong currencies man
lingering effect of Black Monday on insurers' surplus The to buy up insurers priced m bargain-basement U S dollars Mr Tilman agreed that non-U S companies tend to look
stock market decline cost U S insurers about 129% of their Foreign penetration of the U S market IS logical because for property/casualty insurers that have commercial business
surplus, Ms Morrissey estimated potential foreign buyers, particularly Europeans, have both with short-tail exposures, emphasize property coverages or
Potential foreign suitors also are staying away insurers be- the cash and management savvy, Oppenheimer's Mr Picoult concentrate on personal lines
cause they are awaiting a further drop in the value of the said B A T 's hard-fought attempt to acquire Farmers illustrates
dollar, added Ms VVogel of Bear, Stearns If Europeans begin to make majlor purchases of U S insur- this strategy, Mr Tilman observed
Many foreign suitors have put off entering the U S market ers, Mr Picoult thinks they might bring a welcome change in "B A T carefully selected a personal lines company with
because they are still somewhat unsure of the stability of the management "More often than not, they're more disciplined continued potential to grow," he said
dollar, Mr Picoult agreed underwriters" than their American counterparts, he said "Il Would-be buyers looking for a way to penetrate a particu-
But, analysts are divided concerning the effect of risk man- think in many instances, foreign managers would be more lar or market niche also might find mid-sized property/ca-
agement alternatives-like risk retention groups and captive diligent in running companies " sualty insurers with marketing problems attractive, Mr Til-
insurers-on the merger climate However, while there are many overseas companies that man said
Oppenhelmer's Mr Picoult said that "more and more com- would like to establish a ma]or presence in the U S market, "The most vulnerable companies are those that are not

mercial business is going to the captives " That means that there are a relatively small number of acquisition candi- market-responsive and middle-sized," he said, pointing out

commercial property/casualty insurance companies' oppor- dates attractive to foreign investors, according to Mr Tilman that there is a similar trend in the banking industry

tunities to grow in an expanding marketplace are getting of Donaldson, Lufkin Like small banks, small regional or niche Insurers-those

slimmer, he said There also is "a lack of catalysts" promoting mergers in- with market values of less than $100 million-may not be
But Bear, Stearns' Ms VVogel believes that the non-tradi- volving insurers, he said, pointing out that well-known cor- likely takeover targets because they know their markets in-

tional markets' impact on the property/casualty business and porate merger makers, such as T Boone Pickins, have not side and out and because they engender feelings of customer

on the attractiveness of property/casualty insurers to would- chased insurers with the enthusiasm with which they have loyalty, he explained

be acquirers will be minimal sought other acquisitions Insurers with market values exceeding $400 million-like
"l don't think most business going to the risk retention Part of the reason for this reluctance is that acquiring an giant, multistate banking operations-would be difficult for

groups is business most traditional insurers ever wanted," insurance company through a leveraged buyout IS very diffi- a would-be acquirer to swallow because of their sheer size

she said cult, Mr Tilman said Since regulators limit the amount of That leaves both property/casualty and life insurers with

Within the next few years, several factors besides the un- debt that buyers of insurance companies can incur when ac- market values of $100 million to $400 million as prime take-
dervaluation of insurers' stocks probably will prompt buyers quiring an insurer, the buyer has to have more equity on over targets, particularly by foreign investors, Mr Tilman
to move more aggressively on insurers, analysts say hand to capture his prize, he explained explained -

Multiline companies shedding life units

By MARK A. HOFMANN said However, mterest-sensitive products, mto their hfe msurance units in hope of mak- A major reason for property/casualty in-
such as variable hfe Insurance, are growing at ing them more competitive with the giants of surance companies to sell their life insur-
Large, multiline msurance companies in- an attractive rate but have "virtually no mar- the industry, some of the property/casualty ance units is the feeling that their opera-
creasingly are divesting life, accident and gin spread" because that segment of the mdus- companies decided "to take the money and tions simply are not large enough to com-
health msurance subsidiaries to focus on thelr try Is so competitive walk,"” Mr Marmol said "If hfe business had pete in the marketplace, said Hank Tilman,
property/casualty business To be competitive m this market, life m- remained stable and profitable, they might vp with New York-based Donaldson Lufkin
In the past year, both Contmental Corp surers have been offering first-year returns have Increased investment,” he added & Jenrette Inc
and CIGNA Corp have sold life Insurance of at least 9%, and some have offered more Myron M Picoult, senior vp and senior in- "There's a feeling among companies that
operations and are hoping to divest others than 10%, he said To generate that kind surance analyst for Oppenhelmer & Co in 'l have to get to a certain size | must be a
In addition, a life insurance subsidiary of of return, insurers have bought junk bonds New York, said that some property/casualty certain size to compete,’ " Mr Tilman said
Travelers Corp is currently on the block to Increase their investment returns, Mr Insurance-dnven companies thought that they Faced with the choice of committing more
Observers say that the Insurers' decision Ghose said would be able to use their mdependent agency resourres to the hfe msurance operations or
to sell the units is at least partially based "In the past, some property/casualty com- forces to sell hfe Insurance as well as prop- divestmg them, many property/casualty insur-
on changes in the life insurance industry, panies had viewed their life msurance lines as erty/casualty products ers have chosen to sell the hfe insurance units,
especially the new wave of interest rate-sensi- stable and quite probtable businesses," said "They thought there would be synergy, but he said
tive products that has made that marketplace Gil Marmol, a pnncipal with MeKinsey & Co, that turned out to be a frtvolous hope,"” he For example, New York-based Continen-
more competitive Inc, in Dallas Property/casualty insurers said tal put four hfe insurance units on the mar-
"l thmk a lot of property/casualty com- viewed their life Insurance units as means by In addition to that miscalculation, the prop- ket in September 1987
panies have come to the conclusion that in which to offset some of the losses registered m erty/casualty Industry discovered that the hie The four companies-Commercial Life In-
the life Industry, they're caught on the horns property/casualty lines, he said msurance mdustry was skatmg on extremely surance Co of Piscataway, NJ, Loyalty Life
of a dilemma," explained Udayan D Ghose, But, the hfe Insurance mdustry's shrink- thin profit margms, Mr Picoult pointed out Insurance Co, also of Piscataway, Wilham
vp and senior Insurance analyst for Shearson ing proht margins made some property/ca- The pricing required to compete m the hfe m- Penn Co of New Hyde Park, NY, and To-
Lehman Hutton Inc in New York. sually insurers rethink the wisdom of remain- surance arena was simply Inadequate, particu- ronto-based National Life Insurance Co of
Traditional whole life products are very ing in a highly competitive held m which they larly as new Interest-sensltlve products such Canada-generated operating mcome of about
profitable for insurers, but there is very ht- were not major players, Mr Marmol said as variable hffe and universal life pollcies came $6 3 milhon durmg the first quarter of 1987
tle growth in this segment of the market, he Rather than smk large amounts of money to dommate the marketplace Cont:nued on page 28D
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Life insurers

Continued from page 288

In March 1988, Quebec-based In-
dustrial Alliance Life Insurance
Co. offered $130 million in Cana-
dian dollars (about $104 million
U.S. at appropriate exchange
rates) to acquire National Life In-
surance. The deal is pending regu-
latory approval.

The other three Continental life
insurance units remain on the mar-
ket.

Linda Tegnestam, Continental's
assistant vp-investor relations,
said the decision to sell the com-
panies was one of "critical mass."

The interest-sensitive products
that now dominate the life insur-
ance industry require massive in-
vestment in automation to be prof-
itable, she explained. Justifying
the expense of automation requires
that a certain amount of business

be generated.
Continental decided that its

Insurer Topia

'In the future, a small to medium-sized player

(is) not going to compete successfully against the

big players,' says Gerald L. Maatman, executive

vp of Kemper Corp. and president of Kemper

Group's national property/casualty companies.

strategy would be to market selec-
tively, in both product lines and
regions, Ms. Tegnestam said. The
life insurance operations no longer
fit that strategy, she said.

INn addition, InterContinental
Life Insurance Co. of Elizabeth,
N.J., a unit of Financial Industries
Corp., announced in March its in-
tent to buy CIGNA's Individual In-
surance Products Division for
about $140 million. IIP, which
CIGNA put on the block last Au-
gust, consists of INA Life Insur-
ance Co., Investors Life Insurance
Co. of North America and INA Se-

curity Corp.

CIGNA also put its Horace Mann
Insurance Cos., based in Spring-
field, Ill., on the market at the
same time. However, Horace Mann
-which writes life, automobile
and homeowners coverage to edu-
cators and education association
members-has not yet been sold.

Also, Hartford, Conn.-based
Travelers announced in October
that it was considering the sale of
Keystone Provident Life Insurance
Co., a wholly owned subsidiary.
According to a Travelers spokes-
man, the life insurance unit has

9/29 MANUFACTURERS
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Letters of Cred it have their place,
but reinsurance is no longer one of them.
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assets of roughly $4.5 billion and
annualrevenues around $1.5

billion.

Keystone Provident remains for
sale.

Not all property/casualty insur-
ers, however, are following such a
strategy.

For example, Long Grove, lll.-
based Kemper Corp. over the past
decade has bolstered-rather than
discarded-its life insurance oper-
ations.

In 1977, life insurance accounted
for only 8.2% of the corporation’s
total sales, with property/casualty
business bringing in more than
three-quarters of the company's
revenues. But, by 1982, life ac-
counted for 27 % of total sales and
rose again to 35.5% in 1987.

Gerald L. Maatman, executive vp
of Kemper Corp. and president of
Kemper Group's national prop-
erty/casualty companies, said that
while Kemper has enhanced its life
operations, it has divested itself of
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on a one-on-one basis, assigning an
administrator to handle all aspects
of the relationship. Accessibility,
for still another benefit. A local
phone call directly to our quality
GEOPAC® reporting system allows
you to generate your own reports.
Also, consider the track
record we've established in the
field of trusts. For decades, our

staff has been known for its pro-
fessionalism in servicing collateral-
ized trust arrangements. In fact,
the excellence of our perform-
ance over the yeans has made
Manufacturers Hanover one of the
world's largest providers of these
complex, specialized services.

The Reinsurance Trust from
Manufacturers Hanoven Now,
you're no longer boxed in by the
rising costs of reinsurance L/Cs.

For more information, contact
John Hogan in New York at (212)
957-0740 or contact David Zell in

London at (01)-600-5666 .

its accident and health insurance
business and two small personal
lines auto insurance companies
during the past two years.

Kemper sold its accident and
health business in two parts in the
summer of 1987 for a total of about
$25 million, Mr. Maatman said. It
sold its group and association acci-
dent and health insurance business
to Des Moines, lowa-headquar-
tered Central Life Assurance Co.,
while New York-based National
Benefit Life Insurance Co., a sub-
sidiary of Primerica Corp., bought
Kemper's disability insurance op-
erations.

Mr. Maatman said Kemper sold
the units because, in part, "it was
our feeling we didn't have suffi-
cient expertise" to compete in the
accident and health marketplace.

INn addition,
Kemper per- e
ceived the trend -
in the accident

and health insur-—

ance business to ....
be one of vertical U A *
integration, he .1
said, meaning '21 4,6-
that competitive
players in the 1 Al I
market must Mr. Maatman
offer all types of

accident and health insurance prod-
uets, including health maintenance
organizations.

INn 1986-the last full year of its
accident and health insurance op-
erations-Kemper Group wrote
$155.6 million in such coverage.
That amounted to 4% of the orga-
nization's total sales of $4.5 billion,
meaning that Kemper was clearly
not a major force in the accident
and health business, Mr. Maatman
said.

"In the future, a small to me-
diurn-sized player such as ourself
was not going to compete very sue-
cessfully against the big players,”
Mr. Maatman said. He said that the
choice was to either invest heavily
in upgrading the accident and
health operations, or selling them.

Kemper also sold two regional
personal automobile insurance com-
panies during the past two years:

< Menlo Park, Calif.-based Se-
quoia Insurance Co. was sold to
QBE Insurance Group Ltd. of Syd-
ney, Australia, for $19 million in
the fall of 1986. Sequoia's 1985
revenues had totaled less than $45
million.

- Pasadena, Calif.-headquar-
tered National Automobile & Ca-
sualty Insurance Co. was sold for
$9.5 miillion last month to New
York-based Prospect Group. Na-
tional Auto had revenues of about
$26 million last year.

Once again, the choice had been
to invest or divest, Mr. Maatman
said. "We were getting only medio-
cre results. It would have been very
difficult to achieve above-average
results with these companies," he
said.

William M. McCormick, chair-
man, president and chief executive
officer of Fireman's Fund Insur-
ance Co. in Novato, Calif., noted
that his company did not retain its
life insurance division when it be-
came independent of its parent,
American Express Corp., in Octo-
ber 1985 (see story, page 28Il). In
addition, Fireman's Fund has also
divested itself of its accident and
health business.

Just a few weeks ago, the insurer
announced an agreement to sell
Southern Guaranty Insurance Co.
of Alabama to Swiss-based Win-
terthur Insurance Group. Mont-
gomery, Ala.-based Southern
Guaranty sells both commercial
and personal lines property/ca-
sualty coverages, Mr. McCormick
said.

Southern Guaranty was sold be-
cause the company did not fit into
Fireman's Fund's long-range strat-
egy, a spokesman said, adding that
Fireman's Fund already had

branch offices throughout the
S courathyase ===t _ -



By MARK A. HOFMANN

It's unlikely that seven-or even
17-sisters will emerge to domi-
nate the commercial property/ca-
:ualty insurance marketplace in
the foreseeable future, industry
)bservers say.

And, when established insurance
companies do merge, new com-
panies generally pop up to take
their place, diluting concentration
in the industry.

"There's really not much evi-
dence that the industry is becom-
ing more concentrated,"” said Sean
F. Mooney, senior vp and econo-
mist for the Insurance Information
[nstitute in New York.

"l don't think you'll ever get
down to seven companies that will
dominate the market. | could see
the big getting bigger and the
small getting smaller, but | don't
think you'll ever see it getting
down to a handful,” remarked
Gloria L. Vogel, associate director
of Bear, Stearns & Co. in New
York.

Udayan D. Ghose, vp and senior

insurance analyst for Shearson.

Lehman Hutton Inc. in New York,
agreed.

The barriers to entry in the in-
surance industry are not terribly
high, Mr. Ghose said, adding that
the major necessities are capital
and expertise.

Hank Tilman, vp with Donald-
son, Lufkin & Jenrette Inc. in New
York, pointed out that insurer ex-
ecutives often resign to form their
own insurance companies, thus
providing the expertise required
for new players in the property/ca-
sualty marketplace.

In addition, if a company wants
to increase its share of the market,
it can always try to buy market
share through rate cutting, Mr.
Ghose said.

He questioned, though, whether
any company would want to follow
this strategy given the industry's,
experience during the soft market
of the early 1980s.

And, "the advantages of size, be-
yond a certain critical mass, are
not obvious," he added.

A third factor working against
concentration in the property/ca-
sualty insurance marketplace is
that economy of scale is not always
possible, Mr. Ghose said.

Gil Marmol, a principal in man-
agement consultant MeKinsey &
Co.'s Dallas office, said that big is
just not necessarily better in the
commercial property/casualty in-
surance business.

Commercial property/casualty
underwriting relies heavily on in-

dividualized information that does

not respond to economies of scale,
he said.

Mr. Ghose pointed out a possible
exception in the property/casualty
area. Personal lines automobile in-
surance, which has become in-
creasingly dominated by direct-
writing insurance companies, lends
itself to economies of scale, he said,
noting that commercial property/
casualty business, in which each

risk must be examined separately,
cannot be dealt with on a mass

basis.
Direct writers have been able to

effect economies of scale in certain

personal lines and, thus, gain mar-
ket share at the expense of tradi-
tional agency companies, agreed
Myron M. Picoult, senior vp and
senior insurance analyst with Op-
penheimer & Co. in New York.
AnNnd, some direct writers have
"made some inroads into plain-va-
nilla commercial” business, like
smaller, "Main Street" property/

casualty accounts, he said.
Donaldson Lufkin's Mr. Tilman

said that while there has been some
concentration among insurers in
certain commercial property/ca-

sualty lines like medical malprac-
tice insurance, such concentration

is the exception rather than the
rule.

Tl tend to
think consolida-
tion, if it occurs,

will take a long
time,” Mr. Til-

| My Mirmol f

would slow any
drift toward con-

o, J0

Ms. Borowski

centration in the

marketplace through mergers and
acquisitions.

Systems conversion-making cer-

tain that a company's electronic

data processing system is compati-

Insurer Topia

'1 could see the big
getting bigger and
the small getting
smaller,' says

Gloria L Vogel.

ble with the others’'-is "time-con-

suming, costly and complex,"” Mr.
Marmol said.

However, making sure automa-
tion systems mesh following a
merger is critical because if the
newly merged companies cannot
mutually communicate, relations
with the field are sure to suffer, he

said.

Patricia A. Borowski, vp-govern-

oOouUusS-mea-6 1766UTanCe, JUne 16,

ment and industry affairs for the
National Assn. of Professional In-
surance Agents in Alexandria, Va.,
also rejects the idea that the indus-
try could becorne

dominated by a 40/

handful of com-

_ 4/ 11-£=.
ePannitiadaes . —
T here is a dif-
ference between
concentration
and what Ms.
Borowski called
"weeding out" in
the marketplace,

she explained.
"There hasn't

Mr. Hunter

been a concentration in the market-
place. By and large, we still think
there's enough variety in the mar-

ketplace.
"If the concentration were to be

This simple digging tool

could save the insurance
industry millions.

It's a symbol. It means "don't dig here."

If your construction company clients don't recognize
it, they could acddentally break one of our buried fiber-optic
cables. A break that can be astronomically expensiveto repair.
And one you may be liable for.

You see, fiber-optic cable is no ordinary phone cabk It
can carry thousands of times as many calls. Including emer-
gency calls. Calls no one can afford to cut off. Even if their
insurance companies can afford the repair bill.

1366 7/ DOIL

accelerated or extreme, certainly
we'd be concerned," she said.

"We want a sufficient number of
carriers to ensure and assure that
in tough times, there will be a suf-
ficient number of players in the
marketplace.

"We want a sufficient number of
players to give us openings, to pro-
vide innovation at all times and to
see that we have ways to meet vary-
ing market appetites,” Ms.
Borowski said.

But J. Robert Hunter, president
of the Alexandria, Va.-based Na-
tional Insurance Consumer Organi-
zation, says that despite what he
perceives as a trend toward - con-
centration in the industry, there are
still too many companies in the
marketplace.

Continued on page 28H

So tell your construction companies to keep their eyes
open. And to contact the One Call System in their area before
they dig. Or, in areas where One Call System is not available,

call US Sprint at 1-800-521-0579.

You'll be helping them keep their rates down. And you'll
also be helping us keep our Bber-optic network in full operation.

— A\ —

And on behalf of the
millions of people who depend
on it, we thank you.

--7 US Sprint ®
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I I. Many insurers are not efficient players in the mar- -
nsurer n Ionopo 1es ketplace, she said, again agreeing with Mr Hunter Ba n kS m a Set SI htS
Continued from page 28E Their mefficiency will cost them, whether by forcing
"The industry IS inefficient Some players will have them out of business or by encouraging them to merge
to go," said Mr Hunter, who called the vast malority with other insurers n b k t H n
of property/casualty insurers inefficient Governmental action could also encourage concen- O ro e rS y n O I S u re rS

In addition to a drastic cut in the number of insurers, tration in the property/casualty industry, said the Ill's

Mr Hunter thinks competition could be furthered by Mr Mooney By MARK A. HOFMANN "a more logical way to distribute
allowing banks to enter the insurance marketplace (see While nolding that there is no drift toward concen- their products,” she said, adding
related story) tration in the property/zasualty insurance industry, Financial institutions likely will that banks have no particular de-
By buying existing insurers or launching their own Mr Mooney warned that concenti ation could increase be among the suitors for insurers if stre to underwrite insurance
insurance operations, banks would dilute concentra- if the McCarran-Ferguson Act is repealed or signifi- federal barriers restricting the If the legal barriers separating
tion and further competition, he said cantly amended That law, passed in 1945, grants entry of banks into the insurance banking and insurance were re-
Joanne Morrissey, president and chief executive offi- insurers a lim_ted exemption from federal antitrust business come tumbling down scinded, banks would be more
cer of Morristown, N J -based Firemark Consultants, laws, among otner things However, insurance company likely to acquire insurers than in-
Inc , agreed with Mr Hunter, up to a point Without the exemptions provided by McCarran-Fer- analysts don't expect banks to surers would be to acquire banks,

"l think we'11 end up with a few big players and a lot guson, notably the right for Industry organizations to stampede to buy insurance under- said Udayan D Ghose, vp and se-
of medium-sized ones," she said, adding that she ex- calculate rates for their members, smaller companies writing operations if they are given nior insurance analyst at Shearson
peets the number of property/casualty insurers to de- wol.ld be hard-pressed to compete with their larger the green light by Congress Lehman Hutton Inc in New York
crease by 20% by 1992 counterparts, Mr Mooney pointed out Abolition of If banks enter the insurance Mr Ghose stressed, though, that

For instance, if British-based BAT Industries Inc McCarran-Ferguson, which some have advocated in business, they are more likely to banks probably would be very se-
is successful in its attempt to acquire control of Los the name of greater competition, might therefore buy brokers than underwriters, lective about the types of opeia-
Angeles-based Farmers Insurance Group, "the flood- dampen competition predicts Gloria L Vogel, associate tions they sought to acquire
gates will open to consolidation," Ms Morrissey said "If McCarran-Ferguson were repealed and the in- director of Bear, Stearns & Co in Banks seeking to add insurance

And, she made It clear that she does not necessarily dustry were federally regulated, | think you'd see New York operations would be interested in
consider a marketplace with fewer but stronger play- a move toward a more oligopolistic structure,” Mr Banks will be looking for distri- personal lines property/casualty
ers a bad development Mooney said - bution systems and brokerages are insurers because their products

would fit well with banks' tradi-
tional products, he said, adding
that banks also would seek to ac-
quire brokerages if permitted

In addition to providing banks
with a new distribution system for
their products, brokerages would
be "basically a way for them to get
involved in total capital manage-
ment functions,” Mr Ghose said

O .
For example, banks would con-
—— I sider brokers' risk management
- —— —— services a partl.cularly attractive
avenue, he explained
I I

But banks would shy away from

assuming commercial lines under-

s writing responsibilities, he added
"l really don't think maJor com-

mercial banks want to pick up

major pollution liabilities that

A speckil secliomedied.xdusively for " aarie Moresay. president and

chief executive officer of Firemark

i n S u re n a n d I:I i n S u rl iS . Consultants Inc in Morristown,

N J , agreed, noting that large
banks might seek to acquire large

Reach insurance and reinsurance brokerages if they were allowed to

because banks would view broker-

company executives in an editorial 1 9 8 8 B e O B eront on et o
environment directly related to their ) . .
needs. Published 6 times in 1988, the . Six criteria
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. : . N
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most recent year's results to get an
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Breakup hard for Fireman's Fund CEO

By MARK A. HOFMANN

NOVATO, Calif.-The top executive at Fireman's Fund In-
surance Cos. says his experience in taking the insurer public
reminds him most of a man Mark Twain wrote of: "I feel like
the guy who was tarred and feathered and ridden out of town
on a rail. When somebody asked him how he felt about
it, he said, 'If it hadn't been for the honor of the occasion, I'd
just as soon have walked.

William M. McCormick, president, chairman and chief ex-
ecutive officer of Fireman's Fund, presided over the largest
initial public stock offering to date in October 1985 when
American Express Co. spun off Fireman's Fund (Bl, Oct. 28,
1985). The financial services conglomerate had owned the
California-domiciled insurer since 1968. But, as the soft
market of the early 19805 grew increasingly flabby, Fire-
man's Fund no longer fit into American Express' strategic
plan, Mr. McCormick said.

American Express found the property/casualty insurance
business to be both complex and cyclical, he explained. After
months of consideration, American Express put Fireman's
Fund on the market, but it kept its life operations.

INsurer suitors

Continued from previous page

But, there is no reason to be-
lieve that a financial tidal wave of
banks would sweep up insurance
companies if federally mandated
separation of the two industries
ended tomorrow, she said.

The recent antitrust suit brought
by several state attorneys general
against leading domestic insurers,
the Insurance Services Office Inc.
and Lloyd's of London un-
derwriters has cast some question
in the eyes of banks about entering
the insurance business, Ms. Mor-
rissey said (Bl, March 28).

In addition, challenges in Con-
gress to the McCarran-Ferguson
Act, which grants insurers limited
immunity from federal antitrust
laws, also has made would-be suit-
ors nervous, she said.

"UnNntil the antitrust suit is set-
tled and McCarran-Ferguson is de-
cided, | don't think we'll see too

'1 really don't think
banks want to pick
up major pollution
liabilities,' says
Udayan D. Ghose.

much activity by banks" even if
the prohibitions against banks are
eased, she said.

Hank Tilman, vp with Donald-
son, Lufkin & Jenrette Inc. in New
York, said that banks may not be
as interested in acquiring insur-
ance concerns as they once were.

Banks are interested in geogra-
phic expansion, he explained. The
recision of federal barriers to in-
terstate banking has made many
bankers direct their energies to-
ward making acquisitions in the
banking industry rather than ex
panding into insurance, he said.

If banks might find insurers at
tractive partners, insurers do not
seem very anxious to return the
favor, Shearson's Mr. Ghose re
marked. Just as banks are hesitant
to acquire insurers' massive long
tail liabilities, insurers have no de
sire to saddle themselves with the
possibility of defaulted loans by
acquiring banks, he said.

Ms. Vogel pointed out that al
though a few insurance companies
have acquired limited service or
"non-bank" banks, there has been
no insurer rush into banking. She
sees no sign that this will change
anytime soon.

J. Robert Hunter, president of
the National Insurance Consumer
Organization in Alexandria, Va
and a vocal critic of the insurance
industry, hopes that banks enter
the insurance industry soon. |
think bank entry would mean less

concentration” of the insurance in

dustry's power, he said. -

Munich Re Group in the USA:

'Everybody feels like they're in the
Fireman's Fund canoe. We've developed
an "It's up to us" mentality,’

says Fireman's Fund Chairman and

President William McCormick.

The new, independent Fireman's Fund's stock hit the New
York Stock Exchange on Oct. 23, 1985, in an offering valued
at $906.4 million. Individual shares were valued at $25.75.

Mr. McCormick, who had been with American Express for
about a decade-but with its Fireman's Fund division for less
than two years when the insurer was sold-said that taking
the insurer public was among his most difficult tasks. For
one thing, he did not think that American Express should
divest itself of Fireman's Fund.

"l thought Fireman's Fund could be fixed and turned
around in five years," he said. In addition, American Express

For well over 100 years, Munich Re has been
leading the way for clients, assuring them ,
unparalleled service for every reinsurance
situation. In good times and in bad times,
Munich Re has quietly continued to achieve
enviable quality in every aspect of service

to the insurance industry.

By any measure Munich Re excels!

was a good owner, Mr. McCormick added.

When he learned that he would be going with Fireman's
Fund, "I tried not to take it personally,” he said.

But he soon found that independence
had its pluses, many of which were psy-
chological, he said.

For example, because Fireman's Fund
was no longer part of American Express-
even though American Express continued **1
to hold a large minority share of the in- _9* k
surer's stock initially-Mr. McCormick T T =Y
was able to rally employees around the
idea of going it alone.

"Everybody feels like they're in the
Fireman's Fund canoe. We've developed an Mr. McCormick
'It's up to us' mentality," he said.

Bolstering that perception was the creation of a Fireman's
Fund employee stock ownership plan. Six percent of the ini-
tial stock offering was set aside for the ESOP, which demon-
strated that "our staff will have a stake in the new Fireman's
Fund," Mr. McCormick said. That employee stake in Fire-

Continued on next page

e = |

Munich Re Group

New York « Chicago - Atlanta
San Francisco c Dallas =« Boston
Columbus - Hartford

Philadelphia
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State approval may curtail mergers

By MARK A. HOFMANN

Hostile takeovers are rare in the insur-

ance industry largely because of state regu-
latory intervention, some industry analysts
f say.

Regulators in each state in which an in-
surance company's affiliates are domiciled
must approve a pending acquisition. And,
regulators are often reluctant to approve an
insurer takeover without the insurer's
blessing, some observers suggest.

"l think one of the unfortunate things is
that there are many managements who will
try to hide behind the regulators,” re-
marked Myron M. Picoult, senior vp and se-
nior insurance analyst for Oppenheimer &
Co. in New York.

Joanne Morrissey, president and chief ex-

Fireman's Fund

Continued from previous page
man's Fund is "very powerful med-
icine" for enhancing employee per-
formance, he said.

Yet another benefit of indepen-
dence was being able to set policies
for an insurance business without
having to contend with outside,
Nnon-insurance corporate re-
straints. Independence also al-
lowed Fireman's Fund to re-estab-
lish control over its financial des-
tiny, said Mr. McCormick.

By operating on its own, the in-
surer has "made a lot more money
from our investments,"” he said. Mr.
McCormick estimated that Fire-
man's Fund was able to make $300
miillion more from its investments
during the past two years than it
would have had it remained part of
American Express.

As part of its strategy to control
its destiny, Fireman's Fund has pe-
riodically repurchased its own
stock, Mr. McCormick said. After
Fireman’'s Fund's initial stock of-
fering, American Express retained
control of slightly more than 40%
of its outstanding shares.

In December 1986, August 1987
and March of this year, Fireman's
Fund repurchased blocks of its
own stock from both American
Express and on the market as a
whole. By this spring, American
Express' interest in Fireman's
Fund had dropped to about 20% of
outstanding shares.

Mr. McCormick made clear that
despite pride in his accomplish-
ment, taking Fireman's Fund pub-
lie was no picnic. He took over the
reins at Fireman's Fund when the
insurer was mired in financial
trouble. To correct that, he needed
not only to put the insurer's mone-
tary house in order but to change
the thrust of its corporate culture.

"Those were three years that |
didn't see many movies," Mr.
McCormick said. "It's satisfying,
but it's not really'fun.”

With the insurance market soft-
ening again, Mr. McCormick does
not see the situation getting any
easier. He drew a military analogy
to explain his ideas of how insurers
should respond:

"My heroes for the insurance
business are Marshal Foch and
Marshal Kutuzov," he said. Both
Ferdinand Foch, commander of the
French army in World War I, and
Mikhail Kutuzov, commander of a
Russian force during Napoleon's
1812 assault on Moscow, practiced
forms of strategic retreat. Both
commanders drew their enemies
farther and farther into the inte-
rior, stretching supply and intelli-
gence lines to the breaking point
before pouncing. Mr. McCormick
sees great wisdom in this defensive
strategy for American insurers
caught in a softening market.

"The name of the game is to sur-
vive and hang on. This is not a Pat-
ton-type industry,” he said. |

ecutive officer of Firemark Consultants
Inc., a Morristown, N.J.-based insurance
research firm and investment banker,
agreed that insurers often attempt to per-
suade regulators to drag their feet on hos-
tile takeovers.

Some of the defensive strategies under-
taken by Farmers Insurance Group in its
effort to preclude a hostile takeover by
B.A.T. Industries P.L.C. of Great Britain
have nothing to do with the merits of the
B.A.T. takeover bid but, rather, played on
emotions, Ms. Morrissey said.

Ms. Morrissey cited attempts to play up
B.A.T.'s tobacco connection as an example
of a play on emotion designed to thwart the
takeover.

However, Gil Marmol, a principal with
management consultant McKinsey & Co.'s

Dallas office, discounted concerns that reg-
ulators go out of their way to block hostile
takeovers.

"If we haven't seen too much hostile
takeover activity, it's a function of the fact
that we haven't seen much activity, pe-
riod," he said.

And, insurance regulators also do not see
themselves as being overly protective of in-
surers’ interests.

Each state has its own rules regarding in-
surer mergers and acquisitions, but most
regulations stem from various pieces of the
National Assn. of Insurance Commission-
ers' model legislation, like the model Insur-
ance Holding Company Act.

At the center of any attempt to acquire an
insurer in any state is the so-called Form A
submission. Form A is a statement regard-

Heh justthekindofrisktotake.

ing the acquisition of any domestic insurer.
The NAIC's holding company model act
provides a multiple-page form that outlines
the information regulators should seek
when judging a Dossible merger. ,
The information sought ranges from the
address of the would-be acquirer to de-
tailed financial statements. And, the
amount of data required often results in
delays in approving merger applications,
pointed out Lorraine Johnson, staff counsel
for the California Department of Insur-
But, she added, the delays are necessary
to protect the interests of policyholders, she
said. "The bottom line is how the change
will affect policyholders," said Ms. John-

son.

Continued on next page

To some underwriters this is an eighteen-year-old with a hot car. A bad risk.

To others he's an eighteen-year-old with a hot car, an excellent driving record, a
straight-A report card and parents with an independent business, a house, two cars and a
need for comprehensive coverage for the whole family. Not a bad risk.

At IBM, we're helping underwriters see the possibility of a good risk where they
haven't seen it before with our Expert System Environment software.

Basically, this program can take the knowledge and experience of your underwriting
experts and make them available to others through a computer.

So, you can rest assured every underwriter in your office is able to approach a risk
decision using the same reasoning process an expert would.

IBM 1988
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Ms. Johnson declined to comment on the cur-
rent struggle for control of Farmers Insurance
Group between the insurer's management and
British-based B.A.T. The matter is still before
the California regulators.

California regulators have several criteria by
which they judge potential insurance company
acquirers, Ms. Johnson said.

Among the questions that corporate suitors
must answer is whether the merger will result in
a restraint of trade, she said, adding that this
question generally applies to very specialized
lines of insurance like title and mortgage cover-
ages.

Another key concern is whether the acquiring
company will be able to pay claims as they are
filed. The department also looks at the expe-
rience, expertise and integrity of the would-be
buyer, she said.

In California, the Insurance Department has
60 days in which to act on a merger application.
However, in many cases, this limit is waived by
the parties involved because of the amount of
information that must be gathered and re-
viewed, Ms. Johnson said.

Ms. Johnson stressed that the California in-

Insurer Topics

Among the questions that
corporate suitors must answer
is whether the merger will
result in a restraint of trade,

says Lorraine Johnson.

surance code makes no references to foreign
purchase of domestic insurers except in one
case. The statutes specifically prohibit any gov-
ernmental body other than the state of Califor-
nia from exercising "ownership, operation or
control” of a California-licensed insurer.

Rather than nationality, "financial review is
where it's at," Ms. Johnson said. Any submission
receives close scrutiny from both the Insurance
Department's legal and financial analysts, she
said.

California does not require public hearings on
mergers: All review is internal.

lowa requires a public hearing within 30 days
of the submission of merger papers and a deci-
sion on the merger within 30 days of the hearing.

But, even though lowa, unlike California, re-
quires a hearing, the lowa Insurance Depart-
ment focuses on the same areas of inquiry as
California, said lowa Insurance Commissioner
William D. Hager.

"lowa law sets out specific criteria regarding
acquisitions and mergers," he
said, "but the basic grassroots

considerations are:" —eS\ijr L ——

- Does the company doing 11
the buying have the money, g -*fil

and if so, in what form?

- What is the reputation 1I--B ~* |
and integrity of the com- _._.1,,,, A..
panies involved? =.4a/" .~11-

* What are the plans for p«
the company?

Kevin Howe, an attorney
with the lowa Insurance De-

Mr. Hager

partment, said the final question requires many

For example, lowa regulators want to know if
would-be owners are planning to shut the oper-
ation down, Mr. Howe said. In addition, even if
the company remains intact, the department
wants to know whether it will be moved else-

where, thus costing lowa residents their jobs. |

They can ask the same questions, gather and look at the same information, cross-

check the same facts, and before they draw their own conclusions, find out what an expert
would have done in the same situation.

Not only does this way of working promote consistent policy writing, it promotes
better decision making across the board. And better decisions lead to better profitability.
What's more, IBM's Expert System software is an excellent training tool. People learn

the right way, right from the start.

Ifyou wouldlike to start sharingthe wisdom already in your company, calll-800-I1BM-
2468,ext. 23 toarrangeforan IBMmarketingrepresentative tocontactyou orforliterature.
Well help you separate the good risks from the bad.
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Report gives

actuaries
AIDS model
ITASCA, Ill.-A report by the

Society of Actuaries provides life
and health insurance actuaries

with models for calculating losses
and reserve requirements stem-
ming from AIDS.

The report, "The Impact of AIDS
on Life and Health Insurance
Companies: A Guide for Practicing
Actuaries," stresses that a poten-
Ual for significant loss exists.

By the end of last year, the re-
port points out, about 50,000 cases
of acquired immune deficiency
syndrome had been diagnosed in
the United States. About 28,000 of
those people diagnosed as having
AIDS have died.

By the end of 1986, U.S. life and
health insurance companies had
paid out more than $290 million in
AlIDS-related claims, according to
the report. However, that figure
may be low, the report says, citing
a joint study by the American
Council of Life Insurance and
Health Insurance Assn. of America,
which noted that AIDS is often not
reported as a cause of death for
either legal or personal reasons.

"Although the current level of
clainns does not represent a threat

The report notes that

individual life and

health insurers' AIDS

claims experience
varies widely.

to industry solvency, the burden 01
claims is not falling equally on all
companies and the burden can be
expected to increase as infection
spreads and more infected peopl€
develop AIDS," the report says.

"Because of the very long-term
nature of this epidemic, there is
time for insurance company man-
agement to plan how to control ex-
posure and how to finance the
claims that will begin to emerge,”
adds the report.

The report, which is broken into
10 chapters, points out that indi-
vidual life and health insurers’
AIDS claims experience varies wi-
dely.

Some companies' AIDS claims
have amounted to less than one-
half of one percent of all their or-
dinary life claims. But others have
experienced an AIDS claim rate 01
more than 4% of all ordinary life
claims. The report stresses that an
individual company's exposure is
significantly affected by the popu-
lation and geographic area il

Much of the report consists 01
actuarial models to help actuaries
project costs attributable to AIDS.
The models describe the possible
impact on individual ordinary life
claims as well as group medical,
disability and life insurance plans.

The book also focuses on the im-
pact of AIDS on Canadian insur-
ers, which have a lower incidence
of AIDS claims than U.S. insurers.

Another chapter outlines man-
agement strategies for dealing with
AlDS-related claims. This section
includes discussions of strengthen-
ing reserves and the possibility of
creating an AIDS mortality re-

serve.

"The Impact of AIDS on Life and
Health Insurance Companies: A
Guide for Practicing Actuaries'’
report costs $50 for Society of Ac-
tuaries members and $75 for non-
members. For a copy, contact the
Society of Actuaries, Research De-

partment, 500 Park Blvd., Itasca,
1. 60143.
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insurer Topics

Insurers ftlling management positions

STAMFORD, Conn -Insurance . properties, he said phia were recently awarded the
industry management hiring is re- IT brlefS Mr Constock also reported that Smoke-Free 2000 Business Award
turning to normal following an m- - insurers last year filed an in- from the Pennsylvania Interagency
dustrywide hiring slowdown that creased number of requests with Council on Tobacco and Health
began in mid-1987, an executive ments, according to Mr Blount property inspected by the Fire Pre- the bureau for new property sur- The state program was estab-
search firrn reports Last year, insurers concentrated vention & Engineering Bureau of veys and surveys of multiple 10- lished in 1980 to promote public

"In the past three to four on recruiting people in areas such Texas, the FPEB says cation accounts awareness of the health risks of to-
months, industry hiring has picked as new product development or fi- Because of the econom>, build- Also at the meeting, Charles N bacco, to support legislation that
up significantly and is now about nancial services marketing, for in- ing owners are leasing to tenants Myers, manager-agency operations would reduce tobacco use and to
80% back to normal,” said Michael stance, he said that would have been rejected in department for Travelers Corp , exchange information on educa-
Blount, senior vp of Halbrecht As- "But now it's back to such basics better economic times because of was elected chairman for the 1988- tion resources
sociates Inc in Stamford, Conn as administration, sales support, the hazards they pose, reported 89 term Penn Mutual celebrates its one-

To illustrate the impact of the customer service, data processing, FPEB Manager R A "Dick" Con- year anniversary as a smoke-free
recent hiring freeze of middle- and financial controls and automa- stock at the bureau's 69th annual Smoke-free insurers company this month
senior-level managers, Mr Blount tion,” Mr Blount explained meeting in Dallas Blue Shield of Pennsylvania has
said "Ordinarily, the Industry Coupled with the fact that many HARRISBURG, Pa -Two Penn- been smoke-free since Jan 1
would have .hlred about 1,500 man- Tean property poll.cyh-olders have .Iess funds-to sylvar.1|a insurers w.ere recently re- )
agers by mid-1987 Instead, about maintain and test fire protection cognized for creating smoke-free Vehicle theft losses
1,500 were laid off " DALLAS-Texas' depressed equipment, the bureau IS making workplaces

The recent hiring surge has been economy is leading to frequent numerous recommendations to Camp Hill-based Blue Shield of ROCKVILLE, Md -Losses from

concentrated primarily in insurers' downgradings of the construction, property owners and | S frequently Pennsylvania and The Penn Mu- motor vehicle thefts totaled $52
financial and budgeting depart- hazard and protection features of downgrading its assessments of tual Life Insurance Co of Philadel- billion between 1973 and 1985-
measured in 1985 dollars-before
vehicle recoveries and reim-
bursements from insurance com-

panies, a recent survey says
The Bureau of Justice Statistics’

-
F r ] National Crime Survey reports the
re q u e t fI I e r - m o= net loss to owners during the 13-
year period was almost $29 billion
after vehicle recovenes and $16 1
billion after insurance payments
Half of the Incidents involved a
loss of $2,455 or more before reco-
veries and insurance payments, the
report said And, about 10% of the
incidents involved losses of
$10,000 or more
%*e The other half half of the mci-
dents involved a net loss of $242 or
more after insurance reim-
bursements and recoveries, ac-
cording to the report
An automobile was stolen in 76%
s of thefts, and the rest Involved
trucks, vans and motorcycles, the
report said
The number of completed motor
vehicle thefts per 1,000 households
fell 21% from 1973 to 1985 In 1985
-1 there were 10 5 thefts per 1,000
4 households, compared with 13 3

oo thefts per 1,000 households in
1973

zv
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Agents/brokers

John B. Sullivan named presi-
dent of Corroon & Black of lllinois
Inc. He succeeds Gary R. Griffith.
who became president and chief
executive officer of Corroon &
Black's San Francisco office.

Garry Nelson named president
of the professional liability divi-
sion of Cal-Surance Group in Ana-
heim, Calif. He remains chief
operating officer of the division
and president of Lancer Claims
Services Inc., also in Anaheim.

Donald F. Mackay joined Ri-
chard N. Goldman & Co. in San
Francisco as vp and manager of
loss control engineering. Pre-
viously, Mr. Mackay was vp and
assistant manager of engineering
of Alexander & Alexander of Cali-
fornia Inc. in San Francisco.

Dianne S. Knapp and Nicholas
H. Garrow promoted to vps at
Rollins Burdick Hunter Co. of Ore-
gon Inc. in Portland. Ms. Knapp is
a special accounts supervisor-
workers compensation; Mr. Gar-
row is an account executive-com-
mercial production.

Timothy J. Mahoney named ex-
ecutive vp of Marsh & MelLennan
Inc. in New York. Previously, Mr.
Mahoney was a managing director
of Northeast brokerage operations.

Erv Remmele named vp at
Marsh & McLennan Inc. in Port-
land, Ore., serving as regional
boiler and machinery specialist for
commercial clients.

Larry E. Davis promoted to
managing director of Marsh &
McLennan Inc. in Norfolk, VVa. He
previously was a senior vp.

John P. Kovach appointed vp
and national accounts coordinator
in the claims management services
division of Fred S. James & Co.
Inc. in Chicago. Previously, he was
account executive and assistant
VP.

Robert G. Moody promoted to
vp for Bayly, Martin & Fay of
Oklahoma Inc. in Tulsa.

Ed Gottlieb promoted to presi-
dent from executive vp of Jardine
Emett & Chandler Inc.'s Orange
County, Calif., office.

Reinsurance

Robert F. McDonnell ap-
pointed vp and casualty facultative
underwriter of Skandia America
Group in New York. He previously
was assistant vp.

Stan Gorecki promoted to vp-
workers compensation claims at
American Re-Insurance Co. in New
York. Previously, Mr. Gorecki was
assistant vp-work comp claims.

Raymond L. Osterhout joined
North American Reinsurance Corp.
in New York as senior vp. Most re-
cently, he was president of Ameri-
can Independent Reinsurance Co.

HMOs/PPOs

P. Robert Larson named chief
operating officer for Physicians
Health Plan of Minnesota, a Min-
netonka-based health maintenance
organization and subsidiary of
United HealthCare Corp. Most re-
cently, Mr. Larson was senior vp of
United HealthCare Corp. and pres-
ident of subsidiary operations.

United HealthCare also an-
nounced the following appoint-
ments: Thomas F. Heaney named
president of subsidiary operations;
Jack L. Reid named president of
United's subsidiary Life of Mid-
America Insurance Co.; and John
K. Middleton named president of
United's pharmacy subsidiary.

Excess/surplus

Lori Ortiz joined J.J. Negley As-
sociates of Cedar Grove, N.J., as
vp. Previously, Ms. Ortiz was a vp
with Johnson & Higgins in New
York.

William Yurek named execu-
tive vp of AVRECO Inc. in Chicago,
an independent wholesale surplus

lines broker.

Previously, he was vp-profes-
sional liability.

Della Garrison, C. Samuel
Mel)onald and Harold P. Straus
appointed vps of Markel Service
Inc. in Richmond, Va. Previously,
Ms. Garrison served as associate
vp, Mr. McDonald was director of
operations for governmental pro-
grams and Mr. Straus was an ac-
count executive in equine insur-

James M. Lenihan appointed vp
of Specialty Lines Underwriters, a

Milwaukee-based surplus lines
broker. Mr. Lenihan will be in the

Lisle, lll., office.

Other suppliers

Crawford & Co. has promoted:
James R. Austin to senior vp-re-
gional manager for the Southwest-
ern region in Dallas; Dennis A.
Smith to senior vp-regional man-
ager for the Midwestern region in
Schaumburg, lll.; George |I. Box
to senior vp-regional manager for
the mid-Atlantic region in
McLean, VVa., and James A.
McGee to vp-regional manager for
the Northeast region in Mahwah,
N.J. Also, Donald N. Hull pro-
moted to senior vp-general man-
ager for Crawford & Co. Insurance
Adjusters Ltd. in Toronto. -
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1987

1983 $12 738
1984 $'5739
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1986 $63.063
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ASSETS

CO emirted

$ 3, 156
$ 46.719
$101 g03

1983
1984
108>
1986

$158.359
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1983

1984
1985
1986

1067

94 9
970
99,7
84,1

842

LOSS RESERVe

1084
1985
1986

1087

$ 4 065
$

$40 243
$50 12
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New Aon

By ROGER SCOTTON

HAMILTON, Bermuda-Grum-
man Corp. is moving the manage-
ment of its Bermuda-based rein-
surer from Frank B. Hall
(Bermu(la) Ltd. to a new under-
writing manager formed in Ber-
muda by Aon Corp.

Paumanock Insurance Co. Ltd.,
the third-largest Bermuda-based
treaty reinsurer, will be managed
by Anchor Underwriting Managers
Ltd., the new Aon unit, beginning
at the end of June.

The move follows the del:arture
of Hall (Bermuda) President Robin
Spencer-Arscott to Aon's Bermuda
operation, Rollins Burdick Hunter
(Bermuda) Ltd., as chairman and
chief executive officer. He holds

the same titles at the newly Yormed

Bermuda briefs

Anchor.

Paumanock, a 14-year Hall eli-
ent, was Hall's largest under-
writing client. The 15 Hall employ-
ees who worked on the account
will be interviewed for positions
with Anchor. Former Hall un-
derwriter John Williams already
has joined Anchor.

Paumanock wrote $38.8 million
in gross premiums in 1987, mostly
London market excess and prop-
erty catastrophe reinsurance.

Anchor also will underwrite re-
insurance for Virginia Surety Co.,
an Aon property/casualty insurer.

In addition, RBH is merging the
captive management operations of

RUSSELL REINSURANCE SERVICES, INC.

SUITE420:¢(> TELEX 2804532

SOUTHFIELD, MI 48034

v/

("RUSS RE SOFD")

AN EXPERIENCED AND STABLE TREATY REINSURANCE
MANAGEMENT COMPANY

REPRESENTING

THE FIRST REINSURANCE CO. OF HARTFORD

ASK YOUR REINSLRANCE INTERMEDIARY, OR
WRITE US DIRECTLY, FOR OUR INFORMATIVE BROCHURE.

RBH (Bermuda) and Adams & Por-
ter International Ltd, EBH ac-
quired Houston-based Adams &
Porter In-kmational Inc. in Octo-
ben Adams & Porter had managed
about six active captives writing
premiums of about $100 million,
including subsidiaries of MeDer-
mott International Inc. in New Or-
leans and Enron Corp. of Houston.

The four Adams & Porter staff
members in Bermuda are joining
RBH.

RBH now manages 42 captives in
Bermuda. After employees are
hired to serve Paumanock, the Aon
units in Bermuda will employ
about 35 people.

Hall which manages about 70

captives in Bermuda, will continue
as Grumman's U.S. retail broker.

Insurer opens

Bermuda-based Prospect Insur-
ance Ltd., the newly formed joint
venture between Britain's Midland
Bank P.L.C. and Lloyd's cf London
broker C.E. Heath P.L.C., opened
for business last month with initial
capital of $10 million (BIl, April
18).

Prospect, in which Midland owns
a controlling 59% stake. special-
izes in underwriting financial rein-
surance products for international
commZ2.rcial insurance buyers.

Prospect Chairman Jeffrey Coo-
per, who heads Midland's financial
institutions division, said the new
company is part of an increasing
trend toward the use of structured

funding techniques and financial

products in the long-term manage-
ment of insurance costs.

Prospect initially will target
Midland's and Heath's client bases
in Britain and continental Europe,
where it will be promoted as a
vehicle offering b alance sheet pro-
teetion in addition to existing in-
surance, he said.

David Potter, Midland's global
ccrporate banking director, said
that Prospect is targeting large in-
ternational companies that have
been taking more and more risk on
their balance sheets.

John Boardmar__ has been named
president of Prospect, which has
signed an underwriting manage-
ment contract with Bermuda-
based Heath Risk Services Ltd.

Heath Risk Services also man-

ages Heath's financial reinsurance

subsidiary, Pinnacle Reinsurance
Co. Ltd.

OIL posts loss

Oil Insurance Ltd., the Bermuda-
based property and liability mu-
tual that insures 49 oil and gas
companies, has reported an under-
writing loss of $23 8 miillion for the
year ended Dec. 31, 1987.

Net premiums written and
earned were $66.1 million, a 77%
decrease from net premiums
earned of $293.7 miillion in 1986
(Bl, May 11 1987)

Underwriting income of $313.3
million was recorded for 1986, the
year in which OIL assigned to a
syndicate of banks its right to re-
ceive certain future premiums in
return for a payment of $128 mil-
lion. The payncent appeared in

OIL's financials as premiums writ-
ten and earned in 1986.

unit to manage Paumanock

OIL recorded a net loss of $19.3
million for 1987 against a profit of
$319.6 million the year before.

Although the net loss is in stark
contrast to 1986 results, Charles
Bailey, OIL president and chief ex-
ecutive officer, called it "in line
with the historic pattern of rec-
ording an occasional loss year."

"Under the premium develop-
ment procedure this will continue
to be the case,"” says his report.
"Large loss years will be followed
by premium increases as reflected
in 1986 and good loss years will be
followed by premium reductions as
reflected in 1987. Year-on-year
comparisons will almost always
result in a distorted view of OIL's
performance and the longer-term
trend is the only way to measure
OlL's results."

OIL's losses last year were $90
million, a figure Mr. Bailey de-
scribed as being "about the aver-
age for the last five years, exclu-
sive of 1986 in which negative
losses were recorded.”

Investment income was $7.1 mil-
lion against $8.7 miillion pre-
viously.

His report predicts: "Premium
volume in 1988 is expected to be in
line with that of 1987 and, unless
loss experience is better than aver-
age, we do not expect substantial
net income. Another loss year
would be no great surprise.”

OIL wrote the first $150 million
of liability coverage for Ashland
Oil Co.,
losses from a 1-million-gallon die-

which faces extensive

sel oil spill outside Pittsburgh in
January (Bl, Jan. 11).

In addition, OIL wrote the insur-
ance coverage for a Shell Oil Co.

Continued on neirt page
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refinery in Norco, La., where an
explosion and fire killed at least
three workers and caused exten-
sive damage (Bl, May 9).

But Mr. Bailey says OIL's bal-
ance sheet is now "stronger than at
any time in its history." Statutory
capital and surplus rose $28 mil-
lion to reach $929.5 million, while
total assets advanced $85 million
to $1.1 billion.

OIL's per-occurrence coverage of
up to $150 million, with an addi-
tional 50% for annual aggregate,
was increased last year with the
offer of an additional optional
$150 million layer.

Exel stock buyback

Cayman Island-based Exel Ltd.
is offering to buy back shares held
by 32 non-sponsor shareholders.

The shareholders previously had
to buy stock in Exel as a condition
of purchasing insurance from X.L.
Insurance Ltd., the Barbados-do-
miciled excess liability under-
writing subsidiary of Exel.

The May 25 offer is to close on
June 28, said Chairman and Chief
Executive Officer lan Heap.

The redemption scheme will be a
Dutch auction in which Exel will
pay not less than $180 a share and
not more than $230 for each unit of
stock, Mr. Heap said. The 32 stock-
holders own 260,000 shares in the
company, which has a total of 102
shareholders, he noted.

"The offer is tax strategized in
that those who tender their shares
will relieve themselves of liability
for Related-Person Insurance In-
come," he said. "But we also took
the view that it would be only fair
to allow companies who were in-
voluntary investors in Exel to di-
vest themselves of their holdings if
they so wished.”

If all eligible shareholders tender
their stock and Exel buys it at the
ceiling price of $230, the redemp-
tion would cost about $60 million.

"But it's improbable that any-
thing-like this will happen,” he
added. "My own view is that many
of the involuntary investors will

feel that they made a good invest-
ment in Exel and will not want to

sell back their shares.”

The offer is the second of its kind
by the excess insurer. Its first stock
redemption, a fixed-price offering,
was staged last July. Just under
400,000 shares at $190 each were
purchased-an exercise that cost
Exel about $75 million.

Exel Ltd., which maintains a
contact office in Bermuda, has
$700 million in shareholders equity
and assets in excess of $1.2 billion.

Heddington Insurance

Heddington Insurance Ltd., the
Bermuda-based property and ca-
sualty unit of Texaco Inc., reported
1987 underwriting income of just
more than $26 million, down $1.3
million from 1986.

Gross premiums fell 38% to
$176.6 million last year, leaving
net premiums earned at $103.8
million compared to $207.9 million
in 1986. Loss provisions fell to
$72.5 million, down from $159.9
million, while investment income
rose $3 million to top $65 miillion.
Net income increased $1 million to
reach $93.7 million for the year.

Heddington's lower premium
volume followed the decision "to
discontinue its participation on a
major portion of U.S. business,”
said Robert Golden, Heddington's
president and chief executive offi-

In the company's 1987 annual
report, he said: "Heddington's
combined loss and expense ratio
improved significantly from 86.8%
in 1986 to 74.9% in 1987 due to this
restructuring of our worldwide
portfolio. However, the company
continues to monitor U.S. source
risks for gainful opportunities.”

Mr. Golden said that Hedding-
ton, which insures its parent and

affiliates and underwrites unre-
lated property and casualty rein-
surance, increased stockholders'
equity 14% to $669.4 million, while
total assets grew to $1.1 billion.
Heddington's total reserve for out-
standing losses increased $15.6
million to $450.7 miillion.
Heddington declared a dividend
of $ 12 million last year, the same
as in 1986. It also advanced $175
million to Texaco, a loan that is re-
payable over the next five years.

Cambridge Re

Liquidators of failed Cambridge
Reinsurance Ltd. have been unable
to find any creditors willing to
argue against their novel liquida-
tion plan in a proposed court hear-
ing in Bermuda.

Joint liquidators David Lines
and Gerry Weiss want to use actu-
arial methods to determine the
reinsurer's future contingent lia-
bilities. The two were appointed by
Bermuda's Supreme Court in May

1985, after Cambridge. a subsidi-
ary of Halifax, Nova Scotia-based
National Sea Products, put itself
into liquidation.

They say this approach, which
makes unprecedented use of the is-
land's century-old Bankruptcy Act
and the 1981 Bermuda Companies
Act, could shorten the duration of
the liquidation by about 15 years.

To demonstrate that their plan
for handling the $63.3 million in-
solvency was fair, the liquidators
hoped to stage an adversarial court
hearing in which creditors would
either argue against the overall
concept or the actuarial methodol-
ogy of the liquidation.

Mr. Lines, a Bermuda-based
partner of Coopers & Lybrand,
said the plan would not be allowed
to founder simply because nobody
is prepared to disagree with it.

INn a final effort to flush out a
dissenting party, the liquidators
last week wrote to Cambridge's
2,000-3,000 creditors indicating
that if no respondent applies to the

DU6E676661 17625UTUNCE, JUIlle 10, 1300 /7 JI

island's Supreme Court by Sept. 7,
the liquidators will apply for court
approval to proceed without the
hearing.

Aug. 7 is the scheduled deadline
by which the liquidators must be
informed of a respondent's deci-
sion to oppose the plan.

If a respondent does not come
forward, however, it is unlikely
that a cash dividend will be paid
by year-end as had been hoped,
said a liquidator spokesman.

Cambridge Re as of July 31,
1987, owed unsecured creditors
about $80 million and had assets of
$16.3 million as of July 31, 1987.

Reiss sale closed

Swiss Reinsurance Co. has com-
pleted its acquisition of a control-
ling stake in the Bermuda-based
captive management group
founded by Fred Reiss.

The sale of a 70% holding in the
consulting and management busi-
ness was completed May 24, said

Arthur Deters, chief executive offi-
cer of International Risk Manage-
ment Group Ltd., the new holding
company (Bl, March 14).

A 30% shareholding remains in
the hands of existing management.

International Risk Management
will be run as an independent unit
within the Zurich-based reinsur-
ance organization, Mr. Deters said.

Mr. Reiss remains chairman of
the new holding company, Mr.
Deters said. However. the group
will no longer be known as the
Reiss Organization, a descriptive
label rather than a legal entity.

Mr. Deters said all group operat-
ing companies will adopt the name
of International Risk Management
except Fort Lee, N.J.-based
American Risk Management Inc.
and European Risk Management
Ltd., based in Weybridge, England.
"Basically, everything outside the
United Kingdom and the United
States will carry the name of the

Bermuda holding company," he
said.
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HMO enrollment growth

Continued from page 3

And, enrollment in "Prudential Plus,"” an open-ended
HMO-like product introduced by Prudential Health Care
Plans Inc. in 1987, totaled 381,271 at year-end 1987.

However, the significant increase in HMO enrollment be-
tween December 1987 and January 1988 indicates that en-
rollment may be picking up again, according to InterStudy.

"This improved enrollment (in January) may be a reflection
of employers’' rejection of substantially higher indemnity in-
surance premiums for 1988 and the impact of employer-of-
fered open enrollment periods at the end of the year,"” the
report states.

The research group reports that there were 62 new HMOs
formed in 1987, of which 59 were independent-practice asso-
ciation HMOs. Fifty-four of the HMOs were not federally
qualified, and 49 were for-profit entities.

Meanwhile, 30 HMOs shut down during 1987, and 26
merged, were acquired or consolidated with other plans.

At year-end 1987, there were 650 HMOs in the nation,
counting each separately incorporated HMO as one even if it
is affiliated with an umbrella organization.

The strongest growth during 1987 was in California, where
two new HMOs were developed and enrollment increased by
621,965. California accounts for one-fourth of the nation’'s
HMO enrollment.

Other strong gains were seen in New York, where there

were seven new HMOs and 257,551 new enrollees; and llli-
nois, where enrollment grew by 211,176 during 1987.

HMO enrollment dropped in two states during 1987: South
Carolina, where enrollment was down 18,567, or 10.7% to
155,603; and Utah, where the decrease was 13,956: or 5.8%, to
224,117.

Other highlights of the InterStudy report inclide:

- Seventy-five percent of all HMO enrollees are in plans
with 500,000 or more members, and 50% are in plans with
100,000 or rnore Inennbers.

However, InterStudy notes: "While the majcrity of enrol-
lees are concentrated in large plans, the majority of plans
continue to be relatively small." For example, 60% of all
HMOs have 25,000 or fewer members.

* HMOs that were 10 years old or older accounted for
almost 50% of total HMO enrollment in 1987, down slightly
from 51.1% of total enrollment in 1986.

HMOs that were 2 years old or less accountad for 15% of
total enrollment in 1987 but represented 53% of the total
number of plans nationwide. In 1986, HMOs that were 2
years old or less accounted for 15.7% of total plan enrollment
and represented 56.8% of all HMO plans.

- IPA-type plans accounted for 41% of total HMO enroll-
ment at year-end 1987 and had an annual growth rate of
20.9%.

"The IPA-model HMO is clearly the most popular type of
plan in existence, with 63%...of all plans organized as IPA-
model HMOs in the last quarter of 1987," InterStudy says.

However, staff plans-plans that deliver health care
through a group of physicians controlled by the HMO-grew
24.1% for 1987.

"The strong growth can be explained by a shift to the staff
model in some Maxicare and CIGNA plans," InterStudy
noted.

- Eighty percent of all HMO enrollees are in federally
qualified plans. There currently are 342 federally qualified
plans and 308 non-qualified plans.

In general, InterStudy says: "The HMO industry is entering
a new era." The research group predicts this era "will be one
of more efficient and effective management of a soundly es-
tablished competitive health care marketplace."

"Market growth will be secondary to developing or refining
strategies that can produce managed care: care that can un-
dergo analysis for appropriateness in the rendition, effective-
ness of outcome and reasonableness of price.

"In this new era, the individual consumer's influence will
lessen while employer/payer power will be made manifest,"
InterStudy concludes.

The HMO report appeared in the spring 1988 issue of The
Inte,Study Edge, with the January data appearing in a spe-
cial supplement of The Edge, which is published quarterly by
InterStudy- The annual subscription rate is $160, the sin-
gte-copy rate is $45, and the cost of the January supplement

is $35. Contact Inte,Study, P. O. Box 458, Excelsior, Minn.
55331.

Write Up

Your Street.

Marinco i

s the best way to go for Municipalities,

Schools, Park Districts and Water & Sewer Districts! The Public

Entity Program e

ncompasses multi-line insurance coverages, offered and managed by

Marinco, Inc, through the Reliance Insurance Companies (A + Best Rated).

Customize speci
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fic insurance plans with the following coverages:
rcial General Liability * Public Officials Liability

Excess Liability
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* Auto Liability and Physical Damage * Law Enforcement Liability

* Self Insured

Marinco, Inc. has
you and your pu

Retention Plans for Larger Risks * School Board Legal Liability

streamlined procedures to closely evaluate risks and effectively service
blic entity clients. An application packet with greater program detail

is available immediately. Call or write for yours today:

Availabl

1-800-367-7777

NMairiimCo

Marinco, Inc. RO. Box 17800 San Antonio, Texas 78217
e in 111 states except AZ, CA, FL, ID, LA, NV, NJ, OR, PA & WA

Open-ended HMOs
gaining momentum

The growth in health maintenance organization enroliment is
slowing somewhat from the boom years of 1985 and 1986, partly be-
cause more people are enrolling in non-traditional HMO plans, a
study reveals.

HMO enrolilment grew only 13.6% during 1987, much less than
the 22% growth rate in 1986 and the 26% in 1985 (see story, page
3). And, according to InterStudy, an Excelsior, Minn.-based re-
search firm, "A partial reason for slower HMO growth is due to
enrollment increases in alternative managed care products."

Enrollment data on two non-traditional HMO products-"open-
ended" HMOs and the "Prudential Plus" HMO-support Inter-
Study's statement.

InterStudy defines an open-ended HMO as one in which mem-
bers have two or sometimes three choices of providers from whom
they receive services.

Prudential Plus is an HMO product virtually identical to an open-
ended HMO that was introduced by Prudential Health Care Plans
Inc. in 1987.

Interstudy does not include enrollment in these types of plans in
its overall HMO statis-
ties.

"By choosing the tra-
d'tiQnaI i

tHe enroll

An open-ended HMO is one
in which members have two

or sometimes three choices

of providers from whom they

receive services.
consumer |has a wider

is responsible for a co-

payment (typically 20% of the provider's charges) and sometimes
deductibles for leaving the HMO provider network," Interstudy ex-
plains.

"In some cases, where state law permits, the HMO insures the
out-of-network benefits. But, more often, costs for services pro-
vided outside the HMO are covered by a separate agreement with an
insurance company," Interstudy adds.

At the end of 1987, 23 HMOs in 11 states offered an open-ended
product and enrollment in such HMO arrangements grew almost
50% during 1987, including an increase of 10% during the last quar-
ter. A total of 378,671 people were enrolled in these HMOs by the
end of 1987.

In addition, year-end 1987 enrollment totaled 381,271 in Pru-
dential Plus.

And the growth in open-ended HMOs continued into 1988, ac-
cording to InterStudy. By Jan. 31, 1988, there were 40 HMOs offer-
ing open-ended products in 20 states, and enrollment has climbed to
450,340-an increase of nearly 19% over the previous month.

And, Prudential Plus had 463,802 members in January 1988.

"InterStudy expects the dramatic growth of HMO hybrids to
continue this year as HMOs respond to market demands for more
flexibility and for the desire of employers to deal with fewer car-
riers for their health care plans," the research firm says.

The open-ended HMO product allows employers to offer more
flexibility to their employees without complicating their adminis-
tration of the health care plan.

"Member lock-in is viewed by many as the most significant bar-
rier to HMO enrollment. The open-ended product removes this bar-
rier while allowing the HMO to encourage enrollees to utilize plan
personnel before going to outside providers," InterStudy explains.

"With the open-ended plan, HMOs can improve their appeal to
employers by offering a product that can compete more effectively
with traditional indemnity insurers.”

The problem for such HMOs, though, is to control enrollees' in-
appropriate utilization of providers outside the HMO network.

"Consumer choice of the HMO network, rather than the indem-
nity option, depends on a number of factors, including the enrollee's
previous experience with an HMO, prior contact with and depen-
dence upon a particular physician, and the cost differential between
use of the HMO and the indemnity plan,” InterStudy says.

-By Allison Kittrell



Exposure limits

Continued from page 1

Diane Factor, an industrial hy-
genist at the labor federation's
Washington, D.C., headquarters,
cited silica and petroleum distil-
tates as ,substances for which
OSHA's proposed standards fall
short.

She said that in both cases
OSHA followed exposure recom-
mendations made by the American
Conference of Governmental In-
dustrial Hygienists rather than the
considerably more stringent rec-
ommendations made by the Na-
tional Institute of Occupational
Safety and Health.

Ms. Factor also questioned
whether the new exposure limits
might stress quantity at the ex-
pense of quality. While OSHA's
proposals would affect a large
number of substances, many of
them "were not of primary con-
cern"as potential workplace haz-
ards, she said.

Eric Frumin, health and safety
director for the New York-based
Amalgamated Clothing and Textile
Workers Union, has reservations
about the enforcement that would
accompany the proposed stan-
dards.

"The Reagan administration
drastically cut back enforcement
of OSHA toxic substance stan-
dards in 1981, and OSHA has never
recovered. Workers have literally
been murdered by chemical expo-
sures since then. Thus, OSHA's
plan to cut exposure limits will be
of little real benefit to workers,
especially since OSHA will not re-
quire employers to measure expo-
sure on a regular basis," he said.

The Washington, D.C.-based
Chemical Manufacturers Assn., on
the other hand, supports the new
regulations, said Randy Schu-
macher, director of health and
safety for the trade association.
"We support OSHA's update. We
think it's long overdue. We think
it's an excellent effort in the
agency's attempt to stay current in
advances in toxicology and epide-
miology on those specific sub-
stances," he said.

Mr. Schumacher noted that the
proposed regulations will not place
a significant new burden on many
of the CMA's 170 member com-
panies because they follow ACGIH
recommendations as they are pub-
lished, and in some cases adopt
even stricter standards. However,
the CMA has not estimated how

much the OSHA proposals would
cost rnennbers.

Howard Greene, associate legis-
lative director for the Risk & In-
surance Management Society Inc.
in New York, said that RIMS had
not had a chance to examine the
proposals yet.

Safety consultants were pleased
that that the OSHA proposals were

based on ACGIH recommenda-
tions.
"My feeling is that current per-

missible exposure limits are based
on information that's somewhat
dated," said Ronald Pearson, toxi-
cologist and industrial hygenist
with Delta Environmental Consul-
tants Inc. in St. Paul, Minn.

Harry Shirley, assistant vp-ca-
sualty loss control for Alexander &
Alexander Services of New York
Inc., said that if OSHA standards
are to stay up to date, adoption of
the ACGIH standards is a step in
the right direction. He pointed out
that ACGIH publishes new thresh-
hold standards annually, which
allows the incorporation of current
toxicological data.

"It's an extremely smart move-
it is ridiculous to use values that
are 20 years old," said Niru Dave, a
casualty loss control consultant
with A&A of New York. The cur-
rent OSHA standards are "ex-
tremely outdated,"” he said, noting
that some reflect data published in
1968.

"From a health standpoint, | de-
finitely advocate adoption of the

'We support OSHA's update. .

. .We think

it's an excellent effort in the agency's attempt

to stay current in advances in toxicology

and epidemiology,’' says Randy Schumacher

of the Chemical Manufacturers Assn.

ACGHI standards,” Mr. Pearson
said.

However, he added that eco-
nomic questions must also be ans-
wered before standards are
adopted. He said that imposition of

too-stringent standards for some
substances could force some small

businesses to close their doors.

William G. Lauffer, vp, corpo-
rate risk control services division
of Fred S. James & Co. Inc.'s Short
Hills, N.J. office, also stressed the
importance of examining the pro-
posals closely.

"The decision will require more
study and analysis as to its impact

PS

on both employers and employees.
The degree of change and how the
workplace will be affected need to
be evaluated. Costs of implement-
ing these proposed standards are
an important factor that also has
to be considered," he said.

The proposed rule will:

« Lower the eight-hour-average
permissible exposure limits for
about 100 substances listed on
what are called -=" tables estab-
lished by OSHA.

- Set eight-hour-average per-
missible exposure limits for 205
hazardous substances currently
not regulated by OSHA.

chodsé Effloy

ychiatric
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- Set new short-term, 15-mi-
nute exposure limits for 70 sub-
stances.

- Set skin exposure limits for
substances where appropriate.

- Raise the permissible expo-
sure limit for flourine.

Some of the commonly used sub-
stances subject to lower exposure
limits include chloroform, carbon
monoxide, hydrogen cyanide, am-
monia and trichlorethylene.

Industries that will be most af-
fected by the proposal include
smelters, foundries and steel man-
ufacturers, according to Deputy
Assistant Secretary of Labor Frank
White.

Mr. Pendergrass noted that many
companies already limit worker
exposure to many hazardous sub-
stances to the levels permitted
under the proposed rule.

The proposed standard "coin-
cides with what good industrial
hygiene practice is," Mr. Pender-
grass said. Although "it would be
nice if we could say that everyone's

20
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benefits? D

Mental health benefits are too im

leave to chance. And too complex to buy hit

or miss.

In the struggle to find a balance between

helping a troubled employee and controlling

benefit costs, you need up-to-the-minute

facts to help you buy the night services.

Efficient, quality services.

Now there is a new booklet designed to help

you provide good psychiatric treatment for

your employees and their families. It's called

Ensuring Good Psychiatric Benefits.

Experts specifically look at the emerging

issues of case management and managed

care. With detailed check lists for reviewing

psychiatric case management services, an

exploration of the components of quality

care, and updates on recent benefit trends,

this is a book you'll want to request today.

National Association of

Private Psychiatric Hospitals

already there," that is not the case,
he added.

In an analysis of how much the
proposed rule could cost different
industries, OSHA estimated that
the lumber and wood products in-
dustry would be most heavily hit,
perhaps facing an annual compli-
ance cost of $196.07 million, with
smaller lumber plants shouldering
$175.55 million of the burden.

The industries next hardest hit
would be printing and publishing,
facing an annual compliance cost
of $75.69 miillion, followed by rub-
ber and plastics, which face an an-
nual cost of $75.48 million.

Other industries that could face
annual costs for compliance in ex-
cess of $40 million include chemi-
cal production, metal production,
machinery production and trans-
portation equipment.

Under the proposal, employers
would have to comply with the new
exposure limits within six months
of the standard's effective date,

Continued on next page
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BUY RIGHT

Yes! | want to en-

sure good psychiatric

benefits for my employees.

Send me a copy of your latest booklet.

Name

Company

Address

City/State/Zip

Send to:

National Association of

Private Psychiatric Hospitals

1319 F Street, NW, #1000
Washington, DC 20004,



does not prefer this approach to comphance based on 1968 data Docket H-020, Room N-3670, U S Department

After the initial four years of the standard, The Occupational Safety and Health Act of of Labor, Washington, D C 20210
employers will be required to comply with as- 1970 gave the agency the authority to adopt A public hearing on the proposal IS sche-
which will be announced when OSHA pub- yet unspecified mandates on how to achieve health and safety standards without conducting duled to begin July 20 in Washington, D C
hshes the fmal rule m November permissible exposure levels m their facihties a formal rulemaking procedure dunng its first The hearing will be m the auditorium of the

During the first four years the new stan- Some of the more common ilinesses work- two yeans of eastence Labor Department building, Third Street and
dard is in effect, employers could use any engi- ers can experience cue to overexposure to haz- C)SHA's proposed standard IS also based prt- Constitution Avenue N W The hearing will
neering mechanism to comply with the rule, m- ardous substances Include cancer, mucous marily on recornmendations from the ACC;lli, begin at 9 30 am
cluding ventilation systems, isolating workers membrane Imtation, systemic toxIcity, metabo- with supplementary consideration glven to rec- Notices of Intention to appear, testimony and
from the substances, enclosmg the source of the lism problems, liver, kidney, respiratory, car- ommendations from NIOSH documentary evidence to be submitted at the
emissions, modifying the production process to diovascular and nervous system diseases, nar- The proposal will be available for public hearmg should be sent to Tom Hall, OSHA Di-
decrease the amount of the hazardous substance cosis, and development of allergies comment before the agency drafts a final stan- vision of Consumer Affairs, Docket H-020,
produced, modifying equipment or substituting Current permissible exposure levels for sub- dard, which may order new permissible expo- Room N-3647, U S Department of Labor,
non-hazardous chemicals in place of the haz- stances on OSHA's 'Z" list have been In effect sure levels based on comments Washington, D C 20210
ardous substances since 1971, when OSHA adopted wholesale Whntten comments on the proposed standard

Employers also can require workers to wear workplace exposure limits developed by the must be postmarked by July 8 Comments Assoczate Edztor Mark A Hofmann m Chi-
personal protective equipment, although OSHA ACGIH The ACGIH exposure limits were should be sent to the OSHA Docket Office, cago also contnbuted to thts story

Exposure limits
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Are you having Program Placement
PROBLEMSO

SALES MANAGER

Prestigious Middlesex Counth NJ agency
seeking experienced, aggressive person to

« We ate Insurance Specialists in Program develop and manage PBC sales force
Placement, Development and Control Proven sales and management skills re-
= We also have binding fadlities to meet

your every need

quired Apply confidentially to
Box 2429
Business Insurance
740 Rush St, Chicago, IL 60611-2590

Contact Box 2401 Business Insurance,
740 Rush St Chicago, IL 60611 2590

IN THE SUPREME COURT OF BERMUDA
IN THE MATTER OF

CAMBRIDGE REINSURANCE LIMITED
(In Liquidation)

By an Order dated 26 May 1988 the Courl has directed the joint liquidation of Cambridge
Remsurance Limited that
(t) li by 7 August 1988 no creditor or insurance Debtor of Cambridge Reinsuranc. Limited shall
have mformed the joint liquidators m writing of their Intention to apply to the Court to be made
a party to the Summons dated 16 June 1987, Issued by the joint liquidator for directions to
enable them to estimate on an actuarial basis the value of the contingent liabil ties and other
liabilities uncertain value to Its creditors, for the purpose of opposing the making of an Order
for the said directions or
01) If by 7 September 1988 no creditor or Insurance Debtor who shall has so informed the loint
liquidators shall have applied to the Supreme Court of Bermuda to be so joined for such
purpose then the joint hquidators shall be at liberty to apply ex parte for the relief sought in the
said summons
Accordingly any creditor or Insurance Debtor who wishes to apply to joined asa respondent to
the Summons for the purpose of opposing the making of an Order for the said directions must
notify the joint liquidators m writing of thetr intention no later than 7 August 1988 to the
following address

Cambridge Reinsurance Limited (In Liquidation)
P 0 Box HM2079, Hamilton HM HX. Bermuda

Thereafter any such person who has notified the loint liquidators may appli to the Court
by no later than 7 September 1988 to be joined as respondent to the proceedings
In the event that the Coun considers that It is m the interests creditors generally or of some
class or classes of creditors that it shall hear argument from such respondent tri opposition to
the making of the Order sought, the joint liquidators will apply for an Order that they be at lib-
erty to pay the proper costs of such respondent out of the assets of the complny as costs of
the winding-up
W no creditor or Insurance Debtor notifies the loint hquidators m writing by 7 August 1988 of
their wish to act as a respondent in opposition to the said Summons, or having notified, no
creditor or insurance Debtor applies to be joined as a respondent by 7 September 1988 then
the Court directed that the joint liquidators shall be at liberty to apply ex parte for the
relief sought without further notice to creditors or Insurance Debtors

DEW Lines &GA Weiss

Joint liquidators

a-s-s"-irs-tr-a-n-t
VICE-PRESIDENT

Financial Reporting and Accounting

National Insurance Trade Association is seeking qualified
individual with prior insurance regulatory and financial
reporting experience This position Is based In C-licago

SEEK TO ACQUIRE
TAMPA-ST. PETERSBURG
FLORIDA
INSURANCE BROKER

Major international insurance
broker seeks to acquire Tampa-

St Petersburg, FL property/ca-

40% personal accounts) Current
management will be retained In-

terested parties reply to
Box 2431

Business Insurance
740 Rush St.
Chicago, IL 60611-2590

Fora

Concise
and

Logical
Approach
Risk
Management
Recruiting

1_(fJIC

Associates, Inc
EXECUTIVE SEARCH
CONSULTANTS

170 Broadway
New York, N Y. 10038
(212) 227-8000

St Chimgo, IL 60611. For more injormation call 312-649-5340

NORTHWESTERN
UNITED STATES
EXCESS/SURPLUS LINES
PRODUCERS WANTED

Competitive, stable insurer

ATTRACTIVE
INVESTMENT OPPORTUNITY

Small Texas Life Insurance Company Se:

HELP WANTED

ACSTAR INSURANCE COMPANY

, Ag Investor/Equity Partner Reqwre $308 gormerlyl Jo@g ;—Igncock PFQB,%T,Q/N&

$500 Thousand Surplus Investment Pnno
pals Only Please reply to

seeks Excess/Surplus Lines , Box 2433, Business Insumn.
; Producers In WA, OR, CA, | 740 Rush St.. Chicago. IL 60611-2590
sualty firm (60% commercial & ID and MT

Interested Producers, please
send request for additional
information to
Box 2432
Business Insurance
740 Rush St.

Chicago, IL 60611-2590

CASUALTY
CLAIMS ANALYST

Major healthcare professional
liability carrier is seeking a
qualified Claims Analyst for an
immediate opening The ideal
candidate will possess 5 to 7
years of adjusting experience
at a senior level and knowl-
edge of/expenence with medi-
cal/legal liability issues
Proven leadership ability is
essential Bachelors degree
requ,red We offer competitive
wages and a comprehensive

benefits package including au- cia

Please send resume and salary history
Claims Manager
MICHIGAN HOSPITAL ASSOCIANON
MUTUAL INSURANCE CO
6215 W St Joseph Hwy

Lansing, MI 48917
EOE

INSURANCE INFORMATION
SPECIALIST

BURROUGHS WELLCOME CO, a long established pharmaceu- Ing In devel

tical company, has an immediate need for an Insurance Informat,on
Specialist to work in the Treasury Department

1 This position requires 4 year colleqe level coursework in Business
Administration or equivalent Associate in Risk Management (ARM)

SURPLUS LINES AGENTS
PRIVATE PASSENGER
PHYSICAL DAMAGE
PROGRAM

- All ages of vehicles
- Values to $160,000
- Bind the same day
- Low deductible available
- Physical damage also available for Trucks,

Buses, Limo's, Rentals, Contractors Equip-

ment

alty | URETY

INGS CEO with a minimum of 10 years
experience with an insurance company
Fully experienced with insurance regu-
lations on a national scale, and with
broker distribution and reinsurance
treaties CFO with minimum 10 years
experience of preparing and filing stat-
utory and GAAP financial statements
and experienced in accounting admin-
istration of insurance Dolicies and pre-
miums SURETY UNDERWRITER with
minimum 10 years experience in surety
underwriting of specialty trade build-
ing contractors Reply ACSTAR IN-
SURANCE, P O Box 8307, East Hart-
ford, CT 06108 An EEO employer

AIRLINE UNDERWRITER

- Property and Contents available In most Knowledgeable airline underwriter and

States
NATIONAL UNDERWRITERS
7777 Glades Road, Suite 213
Boca Raton, Flonda 33434
1-800-635-6366
waitfor dial tone
and then dial 845
Telex 159271 HS UND
FAX 305-488-3809

RETAIL TRUCK
PRODUCERS
WANTED

marketer wanted to head up depart-
ment handling airline accounts and
private corporate aircraft accounts

Please reply with details as to experi-
ence and salary requirements to San-
dra E Manuel, Insurance Services of
America, Inc , Post Office Box 939,
Middleburg, Virginia 22117

insurance
CLAIMS

REPRESENTATIVE

We are a multi-billion dollar food and
drug retailer with corporate offices in
the San Gabriel Valley Expansion of
our corporate risk management depart-
ment has created an exciting opening

a Claims Representative with er)

O-
Due to program expansion, we sure to a self-insured environment The
are currently seeking expert- selected candidate will assume respon-

enced,

ucers. to represent finan-
rong insurance camers

licensed, retail truck

cal damage and cargo in
most U S States

Please reply to
Box 2356
Business Insurance
740 Rush St.

Chicago. IL 60611-2590

BRANCH
EXECUTIVE
OFFICER

id- swlze lnsur 8 Broker specializ-

SOCIatIP gsurance progra

seeking a branch executive offlcer for
Its Chicago (near O'Hare) office
Candidates should have manage-
ment expenence with a proven ability

sibillty for all claims settlements A

enéral TaBifly Bfuster 55 well &s -
ertence wor lkY W? |\g i
or primary liability, physi- ers are required,

h outside adjust-
Excellent oral and

essary A A degree or better is pre-
ferred Our company offers an excellent
salary and program of benefits Send
resume with salary history and re-
quirements to The VONS Companies,
Inc,PO Box 3338, Terminal Annex,
Los Angeles, CA 90051, Attention
Ruby Rivers EOE, AA, M/F

UNDERWRITER/MANAGER
Rapidly growing independent agency
has immediate position available for a
Commercial Underwriter/Manager Po-
sition requires career-minded Individ-
ual with experience m Commercial Un-
derwriting to handle our Commercial
Lines Aggressive management skills
required to manage our Underwriting
(Commercial and Personal Lines) De-

ministering as- erregﬁgggé sendyourresume o P 0

Personnel Department

LOSS CONTROL/SAFETY EXPERT
LOSS CONTROL AND SAFETY EX-

Certification and CPCU credits preferred Qualified candidate must
possess a minimum of three years experience dealing with Com-
mercial Liability and property insurance Good communication and

and offers on excellent opportunity for the right individual to produce and manage accounts In- PERT NEEDED FOR SMALL COM-

divduals should possess a back- MERCIAL INSURANCE BROKERAGE

Malor responsibilittes include formulating Association ground In Professional Liability Insur- AGENCY EXPERIENCED, SELF

policy on technical financial accounting matters, repre-

ser'lting the Association before the NAIC on such matters,
and advising member insurance companies on accounting

Interpersonal skills are required, as well as strong computer skills
including financial modeling and spread sheet bxperlence

ance Life & Health experience a plus
Travel ts required Generous com-
pensation package, Including perfor-

STARTER, ENERGETIC AND INVEN-
TIVE, BROADLY DIVERSE GROUP
OF INSURANCE RISKS, RESIDEN-
TIAL, COMMERCIAL, INDUSTRIAL,

BURROUGHS WELLCOME CO offers a comprehensive company-

paid benefit package, a good starting salary and an excellent environ-
ment m which to apply your capabilities

mance Incentives Please reply to INSTITUTIONAL, GOVERNMENT

Resume and Salary Requirements to M

Carey, 97 Wall Street, New York, New
York 10005

and financial reporting standards
Box 2426, Business insurance
740 Rush SL, Chicago, It
60611-2590

We offer an excellent compensation package, including
a salary commensurate with experience and ability For
immediate consideration, please submit your resume m
confidence, along with salary history and requirements

to

Minority, Female, Veteran and Handicapped
individuals are encouraged to apply.

Qualified applicants should send resume with salary requirements to
Employment Supervisor, Position «60234 BURROUGHS WELLCOME

CO., 3030 Cornwaills Road, Research THangle Park, N.C. 27709. REQUEST FOR PROPOSAL

Box 2430 (No letephone Calls, or Third Party Referrals, Please)

B.1.

REQUEST FOR PROPOSAL
ACTUARIAL FEASIBILITY STUDY
The State of New Mexico interim legis-
lative workers' compensation commit-
tee is seeking proposals from qualified
actuarial consultants to preparea fea-
sibility study for the possible imple-
mentation of a workers compensation
state fund The deadline for receiving
proposal's is July 1, 1988 A copy of the
RFP mav be obtained from Anne Mur-
ray, C/6 Legislative Council Service,

RM 334 State Capital, Santa Fe, New
Mexico 87503 FAX 505-827-4734

Business Insurance
740 N. Rush St.

Chicago, IL 60611-2590 CLASSIFIEDS

BURROUGHS
WELLCOmE CO.

rI*_1li
equal opportunity empoyer WO RK!
Wellcome

An Equal Opportunily/Affirmative Action Employer
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lllinois Bell sued over service disruptions

By MEG FLETCHER
. ) o Eu Pa%e County Circuit Cou§ after losing an estimated they were without service
CHICAGO-The worst service disaster in lllinois Bell Tele- $25,000 per day-or a total of $250,000-in revenues, said

lines damaged by a May 8 fire were reactivated, but the com- P C in Oak Brook . ) .
, : L penses they incurred from the fire, the spokeswoman said
pany's legal and regulatory problems are just beginning

Disgruntled local businesses have begun filing lawsuits attorney Karla Wright on behalf of accounting firm H A staffing of radio-equipped village vehicles, which were seat-

mgrsceervcilcc;n;raijs(ieon are launching a special investigation IntO Wilkin, a commodities trader to run a few blocks to summon emergency services
And. th ICCg1 i le thi Kon d r;I,'hﬁatﬁawststjits filed by both Mtﬁ WrigHt :t:md Mr DiTorlnmaso,tIIIinﬁ]is E{ﬁll plan?( to absorbtan uninsurtedt{]ire-reflatgd
ng, the expec 0 rule. this week on aeman WRICN the attorneys are asking te courts 1o ce .C1asS COSIS rather than Seex [0 raise rates to generate those tunas,
Illinois }\ttorney 8eng_ral ?\Feh Hartigan, who wants theq(.%(b)factlons, allege rtkgt Iﬁlrno?s ell violated the Igugﬁx EJStlﬁtfes t%e spo"_il(eswoman saldt _ .g _
to hold a formal inquiry on the service outage, order lllinois Act and/or common law statutes by committing negligent lllinois Bell's damaged property is insured under polices

ell to reaﬁe a specidl fund to cocrpp?psateé)qo le for lo§ses and willful actions, includinl% the failure to provide adequate written for Ameritech The coverage was written by
ue to the telephone outage, and order lllinois Bell to submit fire detection and suppression systems Arkwright Mutual Insurance Co of Waltham, Mass, a mem-

a disaster plan for ICC approval - » The lawsuits point out that critics have said that the fire ber of the Factory Mutual System However, spokesmen for

. The r,?qyests for damage? chall?nrgc? the utility's traditional alarm at the urmﬁmnedé-llﬂsq?le switchin sEatlgn soufnqu the companies would not provide details of the coverage or

immunity from customer's claims fordamages due to lack of at a supervised lllinois Bell office in downstate Springfield, estimate'damage

service, dttorneys say rather than at the local fire station That delayed notification hile Jllinois Bell has coverage for its property losses, few
Fany- it dI8TT6SE K

And, while lllinois Bell was insured for its own rgrogerty of firefi%t]wte_rs for 30 minutes to one hour, dePending upon -if any-f Its customers are covere usiness
losses from the fire, it is uninsured for customer claims, com- how alarm signals are interpreted, the critics charge because of the phone outage

pany spokesmen said (BI, May 16) . . In addition, the sensitive equipment was not protected by Contingent business interruption coverage to protect
‘Regardless of the outcome of the legal actions, the massive an automatic Halon suppression system, critics complain against telephone service outages is available by using a
disruption increased telephone-dependant executives lllinois Bell's procedures, which are now under review, in- standard Insurance Services Office endorsement (CP 0417)
awareness of the potentjal for losses from an extended ser- volved alerting Bell personnel in the Hinsdale area who were titled “off premises power direct damage," according to Ro-
yicedisruption, for which most businesses apparently are to contact the Tocal fire station and enter the building at the bert Lindemann, a commercial property underwriting officer
. ) . o . sam%time firefighters did, according to James Eibel, vp of with the Long Grove, Il -based Kemper Group
The Mother's Day fire at an Ilhnois Bell switching station operations ut in order for the endorsement to apply to this, loss, i
in the west Chicago suburb of Hinsdale, one of five maj}or Both Ms Wright's and Mr DiTommaso's lawsuits seek un- would%ave to specitica Gy desc,rlge, %ctk of,a rﬂwone service ahc]
switching points for the Chlca(?o metropolitan area, and the specified compensatory damages above $ 15,000, while Ms list lllinois Bell's Hinsdale switching station, he said Protec-
water used to fight the blaze destroyed some of the fiber Wright's lawsuit also seeKs unspécified punitive damages tion from damage to overhead lines would require a separate
((j)p_tllc equrg_ent that r;lal_ndl_edBaﬂ ave:;age of 3 5 million calls lllinois Bell contends It has immunity for such damages as endorsement, he said
a'll't)wl’ af?CO.T tmg totarc]j inols ? Spo Tswoma”k ) s of 8 G a result ofCa provision in a tariff it has filed with the lllinois Companies seldom use this type of endorsement because
i e Tire Interrupte sel"\{lce or nearly a weeK In parts or a c;lrnmerpe ¢ .omm|SS|on . insurance buyer? per(lz'?iée that UtiR}lV ervice outages,gre re-
five-county area In addltlonh35f000 Hinsdale-area custom- "The I|ab|I|t_¥ of the company for damages arising out of latively rare and of short duration, Mr Lindemannsai
ers on 42,000 lines were without any local service from six mistakes, omissions, interruptions, delays, errors ordefects A spo ﬁ$man for Aetna Cas#al%, & St;rety C{%in Hartfo[d,
days to two weeks Half of these customers did not have in transmission occurring in the course of furnishing service Conn, said the company knew of no contingent business In-
reliable local phone service for 19 days, while it togk 28 da(y's or other facilities, and not caused by the negligence of the terruption policy that cited telephone service
to restore full'service to the remamd rAnd, long-distance Customer, shall in no event exceed an’amount equivalent to "The Hinsdale situation may make the insurgnce buying
servjee, rg;gglgpsggQradlcallx until the new equipment was the proportionate charge to the customer for the period of public akhttfe more sensitive 10 this coverage," Mr Eln e-

Insta g eswoma . o _service during which such mistake, omission, interruption, mann said

"l don't think anybody thought this was a possibility," said delay, error or defect in transmission occurs No other lia- wrisk managers have tp address this, and companies have
Wayne Hilty, opgrations business manager for Prime Com- bility shall in any case attach to the company," the tariff to thlnﬁof these concerns,” sal Richard Tfennlng, president
P . s . says of consultant Risk Sciences Group in Atlanta

Pr'lme Computer's Mr H|Itylwas mo§t concerned about _ Utilities like lllinois Bell are typically granted near-total But any effective crisis management program should be
business customers' frustration at being unable to reach immunity because they are required to provide telephone broad in scope” and s ouid be p|9e-|ncmié)n?%nentedp rather
Prime to make their service requests known "I don't think service toall customers,an lllinois Bell spokeswoman sai than after the fact," said Richard H Soper, executive vp/

we can put a dollar amount on goodwill . .. R . i A g A
. o . The ICC allows that tariff provision in an effort to keep chief operatjng officer of Crisis Management Corp in Re-

_For businesses like insurance brokerages, "It IS pretty dif- telepﬂone serche reasona%ly rlrce ,an IB@ spokesman sa% ngdo %each,%am 9 P

ficult to prove llosses," added Gleorge Morency, chairman of Illinois B.e” says it has no insurance coverage f(?r cus- Meanwhile, another telephone company has had mixed ex-

Morency, Weible & Saga, a ,Hlnsd?le-based a%en%y serving tomer's claims of lost business, even though American Infor- pelTence with claims stemming from two service outages

commercial clients His business fared betterthan most mation Technologies Corp, its parent company, purchases caused by fires

by sengln? secretaries outside to make calls from seven pro- excess liability insurance in the London market No lawsuits were filed against New York Telephone Co

Sﬁﬁﬁi ?oer ltﬂ(?%?fiagephones before It purchased two portable Insurance industry observers point out that telephone following a 1987 fire that disrupted 41,000 lines, 90% of

. ) . L companies can purchase %ove,rage for |oss-of-service fla,ims, which were residential, for 11/2 to three weeks, according to
Among companies filing lawsuits against lllinois Bell are but they were unsure whether it would be automatically in- an NYT spokeswoman

Lee & Eddie's Catering Inc of Wood Dale, which claims that clu(led in a typical general liability policy or would have to However, "several" lawsuits are still pending from a 1975

lack of reliable ﬁhone service has cost it at least $100,000 be added through a policy endorsement fire in which 170.000 lines serving relatively more NYT busi-

Incoming telephone calls dropped to 30" from 300 to 400 lllinois Bell responded to the needs of customers without ness customers, were disrupted for up to three weeks Many

Q?Mo%%‘lﬁfa%%‘iﬁﬂ& Rohett Ygles, and "recelpts of $13,000 to telephone service by prowdln% trailers with free or coin- of those lawsuits, though, allege that toxic substance wer

’ ' t

operated telephones In addition, the company also is giving released by the fire, the spokeswoman said .

Aerojet decision

continued from page 3 ) ) would affect the Shell litigation Judge Lanam has indicated in preliminary vered

pehalf of the insured all sums which the in- Mr Lasky speculated that appeals could rulings that government-mandated cleanup However, Mr Seabolt, who pointed out

sured shall b.ecome legally obligated to pay reach the California Supreme Court costs would be covered by CGL policies (BI, that the London market is not a member of

as damages,' or otherwise limit the insurers He criticized Judge Bible's ruling because May 30) ISO, said legally if a Judge can interpret pol-
t‘ﬁe contract, he

obligations to legal claims for 'damages' as- It conflicts with preliminary statements S ecificalle/, Judge Lanam said "The mere i((:jy language by éxamining t, h

serted against the insured, have no obliga- madevt%ly San Mateo _Count)éSuPerJor Court fact thaf otherwise covered 'damages,' or does not have'to look at any other extrinsic

tion with respect to claims for equitable re- Judge William Lanam in the Shell litigation, damage to property is the subject of a suit or evidence

lief against the insured because it fails to interpret ambiguity in the action brought under the provisions of (the Eurthermore, Mr Seabolt noted that Aero-
"The complaints filed by the state of Cali- Insurance policy against the insurers, be- Superfund act) does not relieve the msurers jet's broker, Marsh & MeLennan Inc, had

fornia and the United States against Aero- cause it fails to consider the drafting history of their liahility in accordance with their ample opportunity to make any adlustments

let assert only claims for equitable relief,” of the CGL policy, and because it conflicts CGL policy " to the wording of the policy
i ) ) with many other court rulings Judge Lanam noted that this statement Finally, Aerojet says Judge Bible's deci-
In its request for reconsideration, Aerolet "A policy must be interpreted if 'semanti- was "not m complete or concrete form (but mon fails to follow numerous other courts
to conform to the reasonable rather) a tentative response to some of the that have held that cleanup costs are insur-

said "This court's ruling is not a narrow cally possible ) 1€ re I , 1
one confined.in its effect to one small case expectation of the insured," said Aerolet issues that have been raised in connection able under the standard CGL contract
The issue exists throughout the United The company asserts that Judge Bible's defi- with CERCLA " “In the overwhelming majority of the
States, it is now being htlgated in various nition of damages IS a highly technical one, While a ruling from a judge in the same cases. on a ratio of 6 or 7_to 1, the contention
courts by innumerable 1nsureds and insur- and not one that would be assumed by most court is not binding, Aerolet says, "a deci- (of the insurers that CGL policies do not
ers The I_egalr?rlnC|pIed|?hqt_J?stlor: Its‘ of policyholders sion of a Judge of a superior court is nor- cover government-mandated cleanup costs)
enormous Importance, and ihe Interpretation However, attorneys for insurers in the case mallryt followed by other judges of the same has been rejected by the courts as thoroughly
of the court, if followed, will impact, not applaud Judge Bible's ruling, stating the court " unsound.” said Aerolet
onI);hon Airol?':hbut T_umgrous policyhold- CGL poI|C|es were never mtende_d to cover a Aerolet also criticized Judge Bible's deci- However, the insurers point to two federal
erZ rTutg Iou Z ”,,j‘h"”; - b policyholder's costs of doing business sion because he failed to apply the promi- circuit courts that have ruled cleanup costs
erolet also sald, "the declsion can be ex- "A liability insurance policy is not the nent legal principle of construing ambiguity incurred under Superfund are not insurable
Peoted to attract national attention and It IS equivalent of a bank accountfor the pay- in insurance policies against the insurers Most recently, the entire Bth U S Circuit
likely to be c‘;::te({i as a major precedent by the ment of safety-related and environmental- "The (policy) language was the creation of Court of Appeals said "The term 'damages'
insurance Incustry . related ordinary. business expenses," say in- the insurance industry itself, became boiler- used in the CGL policy refers to legal dam-
All over the United States insurers are surers in their brie . "
trying to escape their liability by saying ) . plate, and therefore must be interpreted ages and does not cover cleanup costs " The
YIS ,Fur%\ermore, |nSéJrers contend th(?t in en- against the insurers" if there is ambiguity in state of Missouri is asking the U S Supreme
these costs are not legal damages," said acting Superfund, Congress "intended to its meaning, said Aerolet Court to review that decision (BI, June 6
Aerojet attorney Mr Lasky Policyholders force industrial companies to internalize the Mr Seabolt, who represents the London March 17) ’ ’
maintain, however, that cleanup"cost_s are costs of hazardous waste disposal " market, said there is no ambiguity in the In addition, the 4th U S Circuit Court of
::ig;fgr'e irl‘igf‘?,o not represent "equitable Although Judge Bible is hearing the Aero- term "damages" and therefore no need for Appeals in July 1987 ruled that CGL policies
oA ; let case in the fam(? higEh school theateL/ the Judge to construe the policy against the do not cover the cost of government-man-
Richard L Seabolt, an attorney with Han-"courtroom that Judge Lanam uses in the insurers dated hazardous waste cleanups (B, July 27
cock, Rothert & Bunshoft in San Francisco, Shell litigation, the two iudges took diver- Aeroiet also said Judge Bible's decision is 1987) ' '
who represents London insurers collectively gent courses flawed because he failed to consider the As insurers in the Aerolet case said "Onl
i i . - . . . . . M
Kniown 88 Choshire & Cos, alsosaidihe case Judge Bible said, "I have looked at what drafting history of the CGL Pollcy Aerojet small children-not a company composed of
1s kely fo be cited by Insurers Judge Lanam said and while | respect his maintains that the drafters of the policy, the the nation's leading chemists and rocket sci-
In addition, he Pmnteg out th?t anY apépel- oglnlon | think we have to a|so look at Insurance Services Office Inc, Intended for entists-are entitled to assume that someone
late court rulings In the Aerojet litigation’each case as it comes before us government-mandated cleanups to be co- else will clean up their mess "
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B_ R 1 . ||t|gat|on ments, representing that the fees program underwritten by The BRI was not entitled to collect, letter to fraudulently induce Po-
would be in lieu of ccmmissions Home providing workers compen- inflated premiums designed to dis- tamkin to pay additional disputed

CGontznued from page 2 and that this arrangement would sation, garage liability, compre- guise illegal service fees, double premiums, the lawsuit charges
The Potamkin plaintiffs include result in savings for the dealer- hensive general liability, business billings of previously paid premi- In March 1987, Potamkin ad-
auto dealerships based in New ships, the lawsuit alleges auto coverage and other miscella- ums and invoices for non-existent vised BRI that it would complain
York, New Jersey, Florida, Penn- B R | -which refused to put the neous coverages or unnecessary coverage to the New York Insurance Depart-
sylvania and Georgia service fee agreement in writing- Under the program, Potamkin To support mail and wire fraud ment if the brokerage did not pro-

Charging BRI with violations then sent Potambin "irflated” in- was able to offer business auto charges associated with its RICO vide documents showing how much
of the Racketeer Influenced and voices, which Potamkin paid with coverage to ItS leasing customers, allegations, Potamkin cites several It had been paid in commissions,
Corrupt Organizations Act and the understanding that BRI who in turn would pay Potamkin a allegedly fraudulent mailings from the suit says
broker malpractice, the complaint would apply the overpayments to pro-rata share of the program's BRI, including B R | then threatened to go to
seeks at least $6 million in com- its fees and rem_t net gremiums to expenses, the suit says - A March 17, 1983, cover note the New York attorney general
pensatory and $10 million in puni- insurers, Potamkin charges Through the first two years of from Insurance Co of North with allegations about Potamkin,
tive damages Without Potarr kin's knowledge, the program, BRI told Potamkin America in which the notation according to the complaint

The defendants could be liable the suit charges,BRI was also that its loss ratio on the policy was "commission 12 5%" was obli- B R | later falsely accused Po-
for treble damages if RICO viola- collecting commissions from insur- "fabulous" and that retro premi- terated by BRI "in an effort to tamkin of illegally understating
tions are proved ers in addition to the fees Potam- ums due at the end of the program conceal from Potamkin the secret the number of cars covered under

According to the complaint, Mr km paid BRI collected at least would be low Relying on this, Po- commissions which BRI was re- the Home retro program in an ef-
Ross solicited Potamkin's 1nsur- $714,670 in such undisclosed com- tarnkin continued to charge its cus- ceiving on that policy " fort to extort money from the auto
ance business on BRI's behalf in missions from Tte Home Insurance tomers a reduced rate originally - A cover note dated June 14, dealer, the suit says
1980, after which the defendants Co , Chubb Corp and Zurich- established in consultation with 1985, issued by The Underwriters Potamkin did file a complaint
"started to systematically loot and American Insurance Co between BRI, the complaint says Inc of Parsippany, NJ, and for- against BRI with the Insurance
plunder Potamkin, simultaneously 1981 and 1986, Potamkin claims BU, Potamkin's loss ratio was warded to Potamkin by BRI,in Department Feb 23, according to a
creating a 'paper jungle’ that Po- "In essence, Pitamkin was pay- "horrendous," and its premium for which BRI "intentionally placed department spokesman, who said
tamkin is still trying to untangle " ing twice over for BRI's ser- the third year of the retro program an opaque advertising sticker over the complaint IS being investi-

The brokerage fraudulently in- vices," the lawst.it charges doubled, the complaint says Be- the words 'commission 7 5%" " gated
duced Potamkin in 1981 to pay In 1984, BRI also Induced Po- cause the low rate fixed for Potam- The lawsuit does not say which Meanwhile,BRI has denied Po-
service fees for its insurance place- tamkin to enter a three-year retro kin's leasing customers did not ac- insurer was being represented by tamkin's allegations and has lev-

curately reflect the true cost of the The Underwriters, a managing eled several counterclaims against

program, the dealership suffered general agency its former client, including tat
unrecoverable losses of about $6 In a separate case, The Un- Potamkin

milhon related to the leased vehi- derwriters has been accused in a « Has refused to pay $900,000-57
cles, the lawsuit charges civil RICO suit of defrauding premiums due or advanced by

Throughout the retro program, American Centennial Insurance BRI to INA, which wrote most of
B R | was secretly collecting com- Co of millions of dollars by skim- Potamkin's fire, theft, physical
missions from The Home in addi- ming commissions on reinsurance damage, umbrella and workers
tion to service fees paid by Potam- placements These reinsurance compensation insurance between

km. the suit charges placements are also under criminal March 1,1981, and March 1, 1984
Potamkin discovered the alleg- investigation by federal authorities - Has failed to pay a $300,000

edly fraudulent commissions in in New York (BIl, June 6) service fee on the INA program

May 1986 and confronted BRI, = Two letters to Potamkin from - Underrepoited the number of

which then offered to return about BRI dated Feb 11, 1987, and leased vehicles covered by The

$572,000 of the commissions It had March 2, 1987, 1n which BRI Home retro program
ARE YO U R taken on commissions related to falsely stated that It received no - Agreed to compensate BRI
the premium for the first $100,000 commissions on The Home retro on a fee basis for the Home pro-
in coverage under the retro pro- program gram BRI has paid all net premi-
gram to help offset the increased - A Dec 5, 1985, letter regard- ums owed to The Home but has re-
G RO U PAD M I N ISTRAT IVE premiums in the program's third ing a Potamkin claim for damage ceived neither commissions nor the
year, the suit says to a building sign, in which BRI full amount of fees owed by Po-
However, BRI has not returned said It expected payment of the tamkin, including fees for such
COSTS RI SI N G similar commissions it took for the claim and urged Potamkin to pay "extraordinary services" as cash-
- premium related to coverage ex- other disputed premiums flow management and engineering

cess of $100,000 under the retro However, BRI knew that the services
- - program and on other policies insurer, Atlantic International In- Potamkin owes a total of $1 mil-
Wh I I e YO u r S e rVI Ce placed for Potamkin, the complaint surance Co , was denying the claim lion in fees to BRI for services
charges on the grounds that a policy ad- connected with The Home pro-
Levels Fa I | ? Potamkin also charges that dendum providing the applicable gram, the complaint says

B R | has sent numerous fraudu- coverage was never signed, despite - Owes $67,382 advanced by
lent invoices to Potamkin since the payment of premium B R | on Potamkin's claim for the
IF SO, WE OFFER YOU THE FOLLOWING SERVICES: 1981, including billings for premi- B R | itself later paid the damaged sign, for which Potamkin

. . L. i ums that included commissions $67,000 claim, but intended the agreed to reimburse the broker m
* LOW COST, efficient claims administration,

including: Medical

I_Ife - - - - -
VDT safety bill drawing criticism
Disability
Sec 125 Cafeteria Plans By COLLIN NASH and others will drop their plans to move there because
of the cost to employers to comply with the proposal
« FULLY AUTOMATED on-line claim, administration, RIVERHEAD, N Y -Medical evidence does not sup- But, any additional costs to employers as a result of
commission and billing systems. port the need for what could be the nation's first law the VDT law would be offset by increased productivity
requiring employers to protect workers who regularly and better attendance, Mr Pearsall said
*« REMOTE PROCESSING Capabilities. use video display terminals, opponents of the Suffolk Opponents of the legislation also argue that it was
County, NY, proposal contend drafted because of competition among the county's

- IBM SHOP The proposal, which County Executive Patrick G legislators to sponsor another regulation that IS the

o Halpin was expected to sign late last week, would re- first of its kind in the country or the state

* FLEXIBLE REPORTING and statistical systems. quire employers in the Long Island county with 20 or Suffolk County is known for pioneering efforts in
« ACCESS TO NATIONAL MARKETING network of 4,000 more VDTS. tc'a implement several safeguards designed con.sumer and'environment'al regulations F(.)r exam-
to prevent injury to anyone who operates a terminal ple, it was the first U S public entity to require bottle
for 26 or more hours per week (Bl, May 30) deposits and ban non-biodegradable detergents and
X ) . The VDT law would affect thousands of businesses plastic food wrapping, and the first in New York state
We are a nationally recognized, 14 year old Third Panv and 15,000-20,000 VDT operators, a county spokesman to ban smoking in public areas
Administrator specializing in the small group market. said However, supporters of the VDT bill say the recent

"The medical evidence is not conclusive enough to profusion of legislation is intended to protect the
impose such a costly burden on Suffolk County,” said county's delicate ecology
Mitchell H Pally, director of legislative and economic Among other provisions, the VDT bill would
affairs for the Long Island Assn , the regional chamber - Require employers to pay 80% of the costs for mi-

independent agents and brokers.

We have the people and the experience to do the job right.

FOR FURTHER INFORMATION

WRITE OR CALL: of commerce for Suffolk and Nassau Counties tial and annual eye examinations and the same amount

PETER MONRAD, PRESIDENT But Terence G Pearsall, legal aide to John J Foley, for any lenses and basic frames required as a result of
OR D-Patchogue, who sponsored the VDT bill, cited a re- working on the terminals

DARRELL FRISOUE, VICE PRESIDENT cent study that suggested there is a risk of miscarriage = Set ergonomic standards for VDT work station

among pregnant VDT users equipment leased, rented or purchased after Jan 1,

The study, titled "The Risk of Miscarnage and Birth 1990 For example, seats and backrests would have to
Defects Among Women Who use Visual Display Termi- be adjustable

TWO Park Plaza, 10850 W. Park Place, Milwaukee, WI 53224

National Toll Free 1-800-3274684 nals During Pregnancy,"” was conducted by Kaiser - Require employers to establish an education and
Permanente of Oakland, Calif, the country's largest training program for all VDT operators, including
health maintenance organization providing oral and written information about the po-

Replles held in strictest confidence The study says "VDT use may be associated with tential health hazards of VDTs At a minimum, the

miscarriage risk among, at least, administrative sup- training would have to include a description of the
port and clerical workers " maladies that may be caused by VDT use and an
While the study concedes that ItS finding "contrasts explanation of the protective measures employees can
with conclusions from previous studies that VDTs are take to reduce or alleviate them
M EGAC probably safe to use during pregnancy,” it asserts that Employers also would have to provide VDT opera-
"consistent evidence across studies provides some tors with information concerning proper and safe pro-
basis to suspect” that the possibility of such risks cedures for using terminals and equipment and explain
"could be real " to employees their rights under the law
"Even if VDTs are deemed electronically safe, er- - Require a minimum 15-minute break after every
gonomic factors and stress associated with their use three hours of continuous VDT work However, the
might contribute to reproductive risk," the study says breaks would not entitle employees to refuse to per-
The regional chamber's Mr Pally also claims that form other, non-VDT-related tasks assigned by em-
many businesses will move out of Suffolk County ployers
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Audi proposes settlement; Update

Suzuki faces class action

By MARK A. HOFMANN Dupree
The Audi spokesman also said that the proposed set-
CHICAGO-As one automaker moved closer to set- tlement contains an "opt out" provision Members of
tling year-old class-action litigation, another was hit the class can refuse the settlement and pursue their
with a massive lawsuit last week cases in court, he said
Troy, Mich -based Audi of America Inc, is offering "If 15% or more opt out, then we have the option of
rebates of up to $2,000 each to nearly 400,000 owners backing out of the proposed settlement,” the spokes-
of Audi 5000s equipped with automatic transmissions man explained
to settle a class-action lawsuit charging that the cars Audi has no idea how much the settlement will cost
accelerate without warning A Cook County Circuit Court judge is scheduled to
However, the owners only can apply the rebate to the hold a hearing July 21 on the proposed Audi settle-
purchase of a new Audi within the next three years ment
The suit involves model years 1978-86 The Suzuki suit contends that roughly 150,000 peo-
An Audi spokesman said the company's parent, ple who bought Suzuki Samurals in 1986, 1987 and
Volkswagen of America Inc, is self-insured and that 1988 should receive a total refund from both the U S
the costs of any settlement "will have no effect on the unit of Suzuki and its parent
insurance industry " The suit also asks that both companies pay unspecl-
Meanwhile, a class-action suit against Brea, Calif - fied punitive damages to the plaintiffs
based American Suzuki Motor Corp and ItS Japanese The suit alleges that the Samurais "are defective in
parent, Suzuki Motor Co Ltd, was filed June 3 in design or production in that they suddenly and unin-
Cook County Circuit Court in Chicago, alleging that tendedly roll over when the driver swerves the vehicle
the automaker's Samurai sport utility vehicles are in- at 40 mph or more "
herently unsafe Earlier this month, Consumers Union of U S Inc,
The suit contends that about 150,000 Suzuki Sa- publisher of Consumer Reports magazine, called on
murai owners should receive a total refund from the Suzuki to buy back all Samurais, contending that the
vehicle's manufacturer four-wheel drive utility vehicle is prone to roll over
Aron Robinson, of the Chicago law firm Holstein, when rounding sharp curves (BI, June 6)
Mack & DuPree, which represents plaintiffs in both Suzuki held a satellite news conference a week later
the Audi and the Suzuki suits, emphasized the Audi to denounce the Consumer Reports tests as inaccurate
proposal was worked out by both Audi and plaintiffs' Spokesmen for Suzuki declined to comment on the
attorneys suit or on insurance coverage that might apply
"We think the settlement's fair We recommend that Mr Holstein said he could not estimate the cost of a

it be accepted," he said recall However, he said the affected vehicles cost be-
Audi's spokesman stressed, however, that the auto- tween $7,000 and $13,000 As many as 15,000 Samurais

maker is not admitting any liability for the alleged are sold every month nationwide, he said

defect The spokesman said the settlement offer was Mr Robinson said that arriving at a total cost figure

based in part on National Highway Traffic Safety IS impossible because a court could rule that the cars

Administration data on owner complaints Although are used cars and that the plaintiffs are not entitled to

the class action-suit may involve as many as 391,000 a full refund

Audi 5000 owners, NHTSA has only 1,302 complaints

regarding the car, the spokesman said

A Suzuki spokesman said that the automaker be-
lieves that statistics compiled by the NHTSA dem-
No one has determined how many accidents may be onstrate that the Samurai is a safe vehicle
related to the alleged sudden acceleration problem, The spokesman noted that NHTSA data show 28 ac-
he said cident-related deaths involving Samurais since the ve-
And, no one has been able to prove that a defect hicle was Introduced to the American market in 1985
caused the sudden acceleration in the Audis, said Ro- All of these accidents were attributed to driver error,
bert Holstein, another attorney with Holstein, Mack & the spokesman said

Marine Office of America

offe rs new package policy

Marine Office of America, a Con-
tinental Corp unit, has introduced
a new property package policy

MOAC's Property Account Cov-
erage package includes first-party

Products & services

- A monthly newsletter ad-
coverage for real and personal dressing a variety of health-related
property, boiler and machinery, topics
and commercial inland and ocean -« Equicor's "Health Promotion Management Assn IS producing
and Medical Guide," a compilation risk management videos for educa-
The policy can be written for of health care information from the tion and training through its newly
companies in the communications, American Medical Assn formed PRIMAVISION videotape
construction, manufacturing, dis- - Exercise programs, like a self- division
tributing, import/export and ser- help booklet on walking Two videos, -Assembling a
vice industries The policy includes - Health risk appraisal ques- Safety and Loss Control Program”
coverage for, among other things, tionnaires and "Claims Management Inside
theft, debris removal and return The program also offers as an vs Outside," currently are avail-
shipments In addition, the policy option computerized health risk able
covers first-party pollution appraisals, which help spot life- Howard Taylor, a loss control
cleanup with a $10,000 maximum style-related problems among em- expert and risk manager for the
limit ployees and provide motivation for South Florida Water Management
Flood and earthquake coverage change Employers can also order District, explains an "effective
is available on an optional basis health and fitness brochures on workable safety and loss control
For information contact Richard various topics
Maiocco, Vp, Marine Office of

PRIMA videos

The Public Risk & Insurance

marine risks

program” to viewers during the
The HealthChoice plan IS imple- one-hour safety and loss control
America, 180 Maiden Lane, New mented in three stages. tape

York, N Y 10038, 212-440-3068 - An awareness phase, which

The 75-minute claims manage-
helps employees recognize how ment tape focuses on the advan-
Health promotion lifestyle affects health tages and disadvantages of both
- An assessment phase, during in-house claims management and
Equicor Inc IS offering a new which employees determine their claims management through third-
health promotion package to both current health status and learn party administrators
clients and non-policyholders how to improve it The RIMS tape is co-produced by
« The action phase, during Mary L. DeCampli, risk manager at
helping their employees cultivate which employees participate in the Metropolitan Washington Airport
healthy habits is a positive way of smoking cessation, weight loss and Authority, Washington,DC,
controlling the costs of providing exercise programs
health care coverage," points out

"Businesses are discovering that

and Jimmy Glisson, risk manager

Equicor is a Joint venture of the for the city of Tallahassee,

Don Hall, Equicor's health promo- Equitable Life Assurance Society Fla

tions director of the United States, New York, Each of the VHS-format tapes
The Equicor Healthehoice pro- and Nashville, Tenn -based Hospi- costs $45 and includes outlines or

gram includes tal Corp of America
» The Smoke Stoppers smoking For more information on the featured program

cessation program and the Leaner program, contact Laura Sumrall, To order, contact Ron Dixon at

Weight weight-loss program, both Equicor Inc, 1801 West End Ave, PRIMA, 1120 GSt NW, Suite

designed by the National Center P O Box 1115, Nashville, Tenn 400, Washington, D.C 20005,202-
for Health Promotion 37202, 615-340-3732 626-4650.

other written material about the

N.Y. to drop public entity MAP

Continued from page 2
were able to buy in the voluntary market "

The spokesman pointed out that New York's flex rating system
should help solve municipal liability insurance affordability prob-
lems The system, instituted in 1986, prohibits insurers from ad-
iusting rates more than 15% for municipal risks without prior
approval from the commissioner All rate changes must be filed
with the department (BI, Sept 22, 1986)

Times Beach group loses case

ST. LOUIS-Northeastern Pharmaceutical & Chemical Co has
no liability to 184 residents of Times Beach, Mo, who alleged they
contracted cancer from NEPACCO-produced diolan that was
sprayed in the area, a St Louis Circuit Court Jury ruled last week

The suit was one of several bodily injury cases pending against
the now-defunct NEPACCO

In addition, the federal government is suing NEPACCO under the
Comprehensive Environmental Response, Compensation & Liabil-
ity Act, better known as Superfund The entire 8th U S Circuit
Court of Appeals has ruled that NEPACCO's insurance does not
cover government-mandated cleanup costs NEPACCO 15 asking
the U S Supreme Court to review the decision (Bl, March 7; June
6)

In a related case, Syntex Corp of Palo Alto, Calif, has reached a
$145 million settlement with 1,223 residents of Times Beach over
their dioxin-related bodily inlury claims. The company says it is
fully Insured for the settlement but will not identify its insurers

Unpaid leave bill revised

WASHINGTON-Sen Christopher Dodd, D-Conn, last week in-
troduced revised legislation that would guarantee working parents
unpaid leave to take care of a newborn, newly adopted or Seriously
ill child and would require employers to continue to provide the
employee with health care coverage

A General Accounting Office study released by Sen Dodd esti-
mates the legislation would cost employers $194 million annually

The legislation, S 2488, would guarantee workers up to 10 weeks
of unpaid parental leave and up to 13 weeks of unpaid leave for a
personal illness An earlier version of the legislation set longer
maximum unpaid leave times

Workers who take a leave would be guaranteed the same or
equivalent position when they return The unpaid leave benefit
would be available to workers employed for at least one year

Employers with fewer than 20 employees would be exempt from
the bill's requirements

Record pollution penalty levied

WASHINGTON-Texas Eastern Transmission Corp will pay the
government about $400 million in cleanup costs to remove PCBs
from dozens of sites m 14 states and a record $15 million civil
penalty for violating federal environmental laws, the Justice De-
partment announced last week

The $15 million penalty is twice as large as any ever before ob-
tamed in a federal environmental case, the government said

The Houston-based company, a subsidiary of Texas Eastern
Corp, had agreed to a settlement with the government last No-
vember to clean up polychlorinated biphenyls and associated pipe-
line fluids at as many as 89 gas pipeline compressor stations along
the company's 10,000-mile pipeline (Bl, Nov 16, 1987)

The company has said it Will seek to recover its costs from its
insurers and through its natural gas rate receipts

Oklahoma OKs work comp rate

OKLAHOMA CITY-A workers compensation rate increase in
Oklahoma actually will save employers millions of dollars an-
nually, says a state business group

The Oklahoma State Board of Property & Casualty Rates last
month granted an average 23 8% rate increase to insurers writing
workers comp coverage in the state

However, insurers already had increased rates 25 9% on a con-
sent-to-rate basis, so they now must lower their rates Workers
comp insurers were granted a 25 9% increase in November 1985
that was overturned by the state's Supreme Court in July 1986, ex-
plained Kathie Stepp, a rate analyst with the rate board (BI, Aug
4, 1986) "However, many companies felt they needed that rate so
they used it on a consent-to-rate basis" with the approval of poli-
cyholders, she said

The new rate, which becomes effective July 1, will save employers
in the state between $5 million and $7 million annually, estimates
the Oklahoma State Chamber of Commerce & Industry

The recently approved rate hike was less than the 33 9% increase
sought by the National Council on Compensation Insurance

Briefly noted

Monsanto Corp. of St Louis has agreed to pay $1 2 million to
settle litigation with current and former workers at its Nitro, W
Va, plant who alleged they contracted a rare form of bladder can-
cer from chemicals used in rubber-making The company would not
disclose any details of its insurance coverage Vermont Gov
Madeleine Kunin has signed a law allowing Vermont-domiciled
captives to directly write excess workers compensation coverage
Previously, captives could only reinsure workers compensation
risks A status conference on the antitrust suits brought by
eight attorneys general against property/casualty insurers, rein-
surers, brokers and trade organizations has been moved up to June
23 from June 24 (BIl, April 18) The conference, which is open to the
public, begins at 9:30 a m before U S District Judge William

Schwarzer in San Francisco
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P rod u Ct Iia b i I ity refo rm through hearings, markup and approval at the subcommit- This amendment provides for the reduction of the prod-
tee and committee levels before the full House could re- uct liability award by only the amount of workers compen-
Continued from page 1 ceive it sation benefits paid
is expected to approve this week would establish a uniform However, Ms Mahshigian of the Product Liability Alli- - Approved an amendment offered by Rep Cardiss Col-
standard of liability for manufacturers and several de- ance said that because members spent so much time work- lins, D-Illl, and Rep Jim Slattery, D-Kan, that would pro-
fenses that manufacturers and product sellers could use in ing on the bill this congressional session, the legisla- hibit the use in product liability litigation of secrecy
product liability litigation tive process probably would not take as long in the next agreements or protective orders, which prevent informa-
However, the product liability reform bill would not session tion presented in a lawsuit from being turned over to other
modify or eliminate Joint and several liability, and it The original version of the product liability legislation, parties
would not establish a cap on non-economic damages (Bl, HR 1115, sponsored by Rep Bill Richardson, D-N M, was - Relected an amendment by Rep Collins that would
June 6) introduced to the House more than 15 months ago (BIl, have required manufacturers to keep records on the initial
After the committee approves the bill, the legislation March 2,1987) development of a product for 25 years
still has to go through several steps before reaching the During last week's markup sessions, the House Energy The product liability bill, as currently drafted, would
House floor and Commerce Committee, among other actions « Allow a plaintiff to sue a manufacturer for negligence
First, the Energy and Commerce Committee must draft a - Relected by a tie vote of 21-21 a controversial amend- or for producing a product that was unreasonably danger-
report on the reform bill, which could take up to a week or ment offered by Rep Gerry Sikorski, D-Minn, that would ous
two have exempted from the bill manufacturers of any drug = Allow manufacturers to use a state-of-the-art defense
Then, House Speaker Jim Wright, D-Texas, in conjunc- or medical device that could cause fetal malformation or in product liability litigation
tion with the House Rules Committee, must decide whether death or that could be harmful to the human reproductive = Prohibit punitive damages in cases involving drugs
the bill should be referred for consideration to other House system and medical devices that were approved by the federal
committees because these panels also have lurisdiction = Approved a similar but more limited amendment of- Food and Drug Administration
over portions of the bill fered by Rep Tauke that would exempt manufacturers of - Establish a 25-year time limit on bringing lawsuits
Rep Wright and the Rules Committee also must decide any drug or medical device that is used as a contra- that are connected with capital goods used m the work-
how long those referrals should be ceptive or abortifacient and "which has as one of its place
Observers agreed that the House Judiciary Committee known effects the interference with implantation of a fer- = Require manufacturers to provide warnings to con-
will ask for a referral of the bill, though committee staffers tilized human ovum or embryo or the termination of a sumers about dangers discovered after a product has been
could not be reached to confirm this pregnancy after implantation with intent other than to sold
However, a staff member from the House Education and produce a live birth " + Require a plaintiff to file a lawsuit against a manufac-
Labor Committee confirmed that the committee plans to The two amendments generated heated discussion among turer within two years of discovering the harm and its
ask for a referral of the bill but has not yet decided how committee members, with many declaring themselves cause
long a referral to request "pro-lifers" and supporting one or both amendments for = Allow damages to be reduced if a plaintiff was under
Such referrals can range from as little as 30 legislative reasons not related to product liability issues the influence of drugs or alcohol and that was determined
days to as many as 90 legislative days - Approved an amendment offered by Rep Rick to be more than 50% responsible for the harm
Observers also point out that this year's legislative ses- Boucher, D-Va, clarifying a provision addressing workers - Allow damage awards to be reduced by the amount
slon is shorter than usual because of the Democratic and compensation offsets attributable to misuse or alteration of a product
Republican national conventions this summer and the na- As originally drafted, the bill would have allowed an O Allow penalties to be assessed against plaintiffs or
tional election campaign this fall injured worker's product liability award to be offset by defendants for frivolous actions in a product liability law-
If the bill does not get to the House floor for a vote this workers compensation benefits and at the same time al- suit
year, sponsors of the proposal would have to begin all over lowed the employer to bring an action to recover from the = Direct the U S Commerce Department to collect in-
again in the next session of Congress in January That plaintiff's damage award the amount of the workers com- formation on product liability-related actions from state
means that a bill would have to be introduced and go pensation benefits paid insurance departments

Insurance services gulge

AFFORDABLE VIDEO IDEAL FOR...
Insurance, Health Care & Benefits

CARPAL-LOCK = Full service from scripts to duplication
« Award-winning computer graphics modules
« Inexpensive to modify or update

™ Write on your letterhead for FREE demo tape
PRO FLEX ,7 Benefit Productions, Inc , 3540 Middlefield Rd ,

F,d Menlo Park, CA94025 (415) 365 4566
BACK SUPPORT

NOW AVAILABLE

To prevent carpal tunnel syndrome

The industrial back support ENVIRONMENTAL CLAIM AUDITS
&

that feels good
RISK ASSESSMENTS

(415) 632-2200 ACTUARIAL CONSULTING

D H RISK MANAGEMENT SERVICES, INC Financial Evaluation of Environmental Losses

154 Sunnyside Dr, San Leandro, CA 94577 TILLER CONSULTING GROUP INC
2833 N Geyer Road / St Louis, MO 63131 3320 314/67 7480

WORKERS' COMPENSATION RISK MANAGEMENT SVSTEM

FOR S€U INSURCDS, TPR'S, ASSOCIATIONS AND CARRIERS

« PREPARES STATE REGULATORYREPORTS & FORMS *TRACKS RESERVES

+« HANDLES MULTIPLE EMPLOYERS +« PROCESSES CLAIM PAYMENTS & CHECKS
« CALCULATES BENEFIT AMOUNTS < PERFORMS ON LINE INQUIRIES

+ ADJUSTS BILLSAGAINST MEDICAL FEE SCHEDULES - MANAGEMENT & AD HOC REPORTS

+ PROVIDES SAFETY AND OSHA REPORTS * MONITORS CLAIMS DUE REVIEW

VALUE LEADERS IN RISK MANAGEMENT SOFTUIRRE
INSTALLATIONS FROMCOASTTOCOAST « CALL FORAFREE DEMO DISKETTE

INSURANCE SOFTWARE PRCHAGES, INC.
5118 N 56TH ST, TAMPA, FL 33610 800-237-8133 (US) 813-621-6069 (Fl) 212-608-1674 (NY)

Health Claims Processing. . .
. . .Suddenly Made Easu-

Advanced Management Research's Health Claims Adjudication and Processing
System (AMR-CAPS) is a highly functional and efficient interactive approach for
processing health claims on your own in-house computer system Designed for self-
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Long-term health care bill

Continued from page 1 astrophic expenses That IS where you have the
the advice of the legislative committees so that we $30,000-a-year bills This bill would not have provided
might fully comprehend what is in the legislation and catastrophic health care bill expenses," explained
see to it that the legislation has been adequately and Linda Havlin, a consultant with Hewitt Associates in

properly corrected," Rep Dingell said Lincolnshire, Il

"The rule is odious Its stench InC1Udes stolen ]Urls- The bill would have provided coverage for long-term
diction, no debate, waivers of regular rules and the home health care expenses
special odor of favoritism," charged Rep Bill Frenzel, Elderly people unable to perform at least two of
R-Minn six functions of daily living-such as bathing,

Amid those admonitions and the threat of a presi- dressing or eating-would have been eligible for a
dential veto, the House rejected a rule allowing limited range of home health care services Those services in-
debate and no amendments to the bill, effectively kKill- clude
ing the Pepper bill = Nursing care by or under the supervision of a re-

But the defeat by no means assures that the measure, gistered nurse

or something similar, won't resurface next year, ob- = Medical social services under physician supervi-
servers say sion

In fact, the defeat has generated an enormous = Physical, occupational, speech or respiratory
amount of publicity, assuring that it will be high on therapy to restore or preserve an individual's func-
the congressional calendar tional skills

The defeat even may have been part of Rep Pepper's = Certain medical supplies and durable equipment
strategy, some say But some congressmen questioned whether a suffi-

"Even by losing, long-term health care moves to the cient number of professionals exist to provide the
top of the congressional agenda next year," com- range of services promised by the Pepper bill

mented Cathy o most
Amkraut, direc- 1 places, the home
. _ . health i

tor of public pol 'In most places, the home health services eatth services
icy for the Wash- promised under
ington Business promised under the bill are not available, and the bill are not
Group on Health nowhere is there the administrative mechanism available, and

Even congres- nowhere is there
sional opponents to determine who is eligible for what services,’ the administra-
of the Pepper bill . . tive mechanism
promised that says Rep. Daniel Rostenkowski, D-111. to determine who
long-term health is eligible for
care will be a what services,"
priority issue next year Rep Rostenkowski said

"Providing for the long-term care of elderly Ameri- "In other words, the bill makes a lot of promises and

cans is one of the most serious problems we face The raises a lot of taxes to provide non-existent home
committee on Ways and Means Intends to address this health services through a non-existent administrative
issue and expects it to be a priority issue on the com- structure," he concluded
mittee agenda in the next Congress," Rep Rosten- The program would pay all costs, with no copay-
kowski promised ments or deductibles, up to about $45 a day

There also is widespread interest in the Senate While the bill was designed to be self-supporting
in meeting the long-term health care needs of the el- through higher FICA taxes, congressmen said the $30
derly billion cost estimate was way too low

Senate Labor and Human Resources Committee For example, Rep Hal Daub, R-Neb, put the five-
Chairman Edward Kennedy, D-Mass, IS crafting a bill year cost estimate at $72 3 billion, while other experts
to provide nursing and home health care services to the said it would be difficult to estimate costs because it
elderly (Bl, March 28) would be impossible to measure demand If Costs out-

And, Sen George Mitchell, D-Maine, already has in- stripped revenues, the beneficiaries would have been
troduced long-term health care legislation (Bl, May 2) slapped with copayments to make up the difference

Neither the Kennedy nor the Mitchell proposals are Those copayments could have become so substantial
expected to be considered by the Senate during this that the benefits provided under the bill would be in-
year's session significant, some said

Presumably, after the defeat of the Pepper bill, long- The bill also was objectionable because It failed to

term health care legislation introduced in the next ses- distinguish between those who could afford to pay for
sion of Congress will receive scrutiny at the committee coverage and those who could not, said Kathleen

level Glynn, a health care consultant with The Wyatt Co
Those that did study the Pepper bill did not hke in Washington
what they saw A better, non-bureaucratic approach would be to

Perhaps the biggest flaw in the bill-despite its $30 give individuals tax incentives to purchase long-term
billion price tag-was its failure to cover nursing home health care coverage and establish a more limited gov-
care expenses ernment program for those who truly cannot afford

"Nursing home care is where you truly can have cat- to buy coverage, Ms Glynn said -
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Brokerages are jockeying r==eindex
for a competitive edge

425 s

By LEONARD M. WILSON 1 8

Special to Business Insurance While expectations for 1988 in terms of premium rates are 420 ]

Q OFT MARKETS HAVE a way of divert- guarded and costs will be watched carefully, brokers are taking 1 i
L.ling attention from the day-to-day 1nitia- a longer view. We think this is quite constructive even though it a1s

tives pursued by insurance brokers for the com-

panies’ long-term benefit may be impossible to isolate any concrete impact on earnings i

The publicly held brokers' annual reports, 410

which began to file past our desk several from strategies and rearrangements adopted in 1987.

months ago, provide an antidote to the pre-
occupation with premium rates Insurance bro-
kerage managements are thinlong about future wholesale and reinsurance brokerage, nsk man- Frank B Hall & Co Inc implemented a
competitive position This is agement and benefit consultmg Underwritmg number of steps to restore profitabihty Ex- Insurance industry stocks continued to climb
clear in reading the an- 15 conspicuously and reassurmgly absent from penses were pared with the elimination of re- last week as the Business insumnce index
" nuals this roster dundancies Operations with a poor fit were di- jumped 5.6 points to 4357 on June 9, from
fl < For instance, Marsh & In addition, The Alexander Consultmg Group vested and, as a result, Hall's claims adusting 430.1 on June 2. Advancing issues were led by
McLennan Cos Inc's Insur- was formed by A&A with a dlstmet identity to subsidiary was sold Phoenix Re Corp., up 15.2%; The Home Group
ance brokerage subsidiary foster growth m benefit consulting In hne with the industry trend, Hall formed Inc., up 9.4%; Fremont General Corp., up 7.5%,
was organized into three A&A also faces the challenges of managing a an employee benefit unit, Godwins Interna- Lawrence Insurance Group, up 6.7%; and Hart-
entities durmg 1987 M&M global enterprse The company's new opera- tional Holdings Inc In addition, domestic rem- ford Steam Boiler Inspection & Insurance Co.,
Inc now provides brokerage tions board will assumehigh-level responsibil- surance was placed under the aegis of a new up 5.8%. Declining issues were led by American
services to the Western 1ty for broad-scale planning and coordination entity, Maason Intermediaries Inc Better orga- Indemnity Financial Corp., down 10 9%; Hilb,
Hemisphere and Japan Tmsley H Irvm, A&A's chairman, will lead this nization and focus should be the result of hav- Rogal & Hamilton, down 6.4%; Frank B. Hall &

eftH#£ 2 O0O5#H4 1

Mr Wilson M&M Bowring, based in unit ing specific identities for discrete operating Co., down 5.9%; Statesman Group Inc., down
London, has responsibility The firm has continued to expand interna- segments 4.8%; and Provident Life & Accident Insurance
for mternational insurance brokerage M&M tionally through acquisitions A position m Bel- Arthur J Gallagher & Co contmues to em- Co., down 3.7%. Issues showing the most act,v-

Worldwide Services furnishes specialized facih- glum was attained through acquisition of an phasize what it calls an integrated approach Ity dunng the penod were: USF&G Corp., 5.1
ties for chents in particular industnes and for eastmg broker In the Netherlands, the com- to risk management Gallagher Bassett Ser- million shares traded; Farmers Group Inc., 3.3
global msurance marketmg This restructunng pany mereased ItS ownership share m an afhli- vices Inc, the firm's self-Insurance services million shares traded; and ITT Corp. (Hartford
addresses the ongoing issue of managing a ate, while m Spain a merger strengthened oper- unit, enjoyed significant gains in 1987 Vital Insurance Group), also 3.3 million shares

global msurance broker effectively ations statistics include $459 million of losses ad- traded. The Business insurance index gained
M&M subsidiary Wilham M Mercer-Mei- Corroon & Black Corp kicked off a new Justed, 688 chents and 72 offices Self-msur- 1.3% for the period, lagging behind the leading

dmger-Hansen Inc, now the leadmg world- training program designed to develop profes- ance has not wilted in the face of the soft market indicators. The Dow Jones 30 Industn-

wide benefit consultant with 1987 revenues of sional staff from within As the national msur- market als gained 2%; the Standard & Poor's 500

$482 milhon, solldihed its position through the ance brokers have grown, they have faced m- Mergers were also on the front burner at gained 1.8%; and the New York Stock Exchange

acquisition of A S Hansen Inc early m the creasmg difficulties in securmg needed sinlls Gallagher Acquisitions were consummated in Composite also saw a 1.8% nse.

year Expertise seems to be the name of the Training is one answer to the problem California and New York, the latter m the

game m beneht consultmg, and slalled profes- With a view toward greater productivity m facultative reinsurance area Gallagher's ex- British issues

sionals are in short supply Acquisition is one new busmess and chent service, Corroon & pansion drive no doubt will continue to be 1 Week

approach to securing the necessaly capabilities Black targeted several industnes for special supported by acquisitions June 9 Price P/ Div Yile,d High-lav
M&M also acquired management consultant attention in 1987 This focused program was The company has grown significantly out- Companies ce pence % ncepence

Temple, Barker & Sloane Inc Further diversifi- directed toward construction, health care and side the Umted States and can now claim mter- Commi thlion 380 144 219 56 390-375

cation in consulting is consistent with past stra- employee benefits In addition, a national em- national revenues of $20 milhon Global msur- Senl Accid.nt 900 10 4 47 9 52 919-885

tegies ployee beneht unit was organized ance brokerage generates significant Gdn Royal Exch 888 132 552 62 898-875
M&M will remain primanly an insurance These strategies apparently paid off in a opportunities for growth both domestically and Z‘Z‘:’nance ;Zi :ZZ jz: jz ;;Z:::Z

broker, we beheve, but other professional ser- strong new business Last year's new busi- outside the United States

vices for corporations seem to be a sensible di- ness in brokerage services amounted to 20% This recapitulation portrays vividly the con- Brokers

rection for profitable growth of revenues This momentum 15 especially rele- tnulng evolution of the pubhc brokers, whether Bradatock 215 121 68 31 221-215
Alexander & Alexander Services Inc for- vant m a soft market markets are soft or hard While expectations for CEHeath aza 162 345 81 4a24-16

mulated strategic oblectives m 1987 Corpo- Management succession, not always handled 1988 m terms of premium rates are guarded and Hogg Robinson 153 12 2 96 61 153-150

rate resources will be directed toward retail smoothly by msurance brokers m the past, was costs will be watched carefully, brokers are Uoyd Thon-plon 160 139 68 42 160-160

msurance brokerage, mternational brokerage, effectively achieved with the planned retire- taking a longer view We think this is quite PWS Hokings 186 78 144 75 189-186

ment of Robert F Corroon as chairman and constructive even though it may be impossible Sedgwu Grp 230 14 3 16 4 70 233-230

SIVIBNnl Jones 197 12 2 13 7 68 197-197
chief executive officer and Richard M Mllier's to isolate any concrete Impact on earnings from

Leonard M Wilson ts a senior vp with ascent to that position Other seasoned manag- strategies and rearrangements adopted m 1987

Wims Faber 255 134 154 60 259-254

Source Phllip Olsen/Alan Clifton, Insurance Industry

Lazard Asset Management Inc He ts a ers assumed new responsibilities as well These Future prospects and stock prices will be Specialists Kitcal & Aitken Stockbrokers,
member of the New York Soczety of Secunty shifts should enable the company to handle fu- well-served by this continuum of managemen London
Analysts ture growth Initiatives -

Bl indu Stry StOCk Re port JUNE 9,1988 6/3/88 THRU 6/9/88

Weekly Year to Date Annual MkvBk Weekly Year to Date Annual MkUBk
Price % change % change High Low Vol (000) $ Av % Yeld P/E Book value value Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value
BROKERS Dumam Corp oTCc 2625 oo 221 28.00 21.50 12 092 35 271 26.00 101
Farmers Group Inc otc 6150 oe szs 6575 aos0 3278 144 23 150 2202 279
Alexander & Alexander Svcs NYSE 2238 11 261 2as0 1775 195 100 a5 1az 340 ess Fireman s Fund Corp NYSE 28.38 os oz 31002575 171 oso 18 a730 26.17 108
Baldwin & Lyons Inc oTCc 1500 oo 250 1550 1200 o ozo 13 58 1831 o.82 Fremont Gen Corp oTc 1075 75 116 1350 8.75 a7 o.6o0 56 473 0 1675 o064
Corroon & Black Corp NYSE 32.13 36 137 34.75 28 00 270 108 34 a9 5.43 592 Home Group Inc NYSE 1300 24 24 1438 1150 424 020 15 28 1765 0.74
Gallagher Arthur J & Co NYSE 1713 1s 71 1800 1388 3 oas 28 113 516 332 Hanover Ins Co oTc 2400 a3 32 26.25 20 50 88 o36 15 53 2s.10 o96
Hall Frank B & Co NYSE a00 s9 aso 550 288 &0 o.00 oo 113 0.00 N/A Harleysville Group Inc oTc 1500 -oo 143 1638 1338 15 0.40 27 67 1665 0.0
Hilb Rogal & Hamilton oTc 1100 -e4 128 1275 °.75 106 0.00 oo 113 ooo N/A Hartford Steam Boiler oTc 27.50 s8 196 29.25 22.50 150 120 aa 102 1065 2.58
Marsh & McLennan Cos Inc NYSE s3.88 1z ss 5563 as25 a55 240 as 132 674 799 Kansas City Life oTc 30.50 oo 162 30.75 25 25 © o.co oo 102 ooo A
Poe & Assoc Inc oTc 200 oz 286 925 6.75 o o.ao aa a7 0.57 1579 Kemper Corp oTc 24.63 z6 201 2525 2075 210 072 29 77 2650 [FEEY
BROKERS AVERAGE -os 201 26 o6 Lawrence Ins Group AMEX 1588 67 13853 1638 688 19 o032 zo 164 435 365
Liberty Corp S C NYSE 40.00 oo 127 a7rzs 3450 14 oso 20 1a8 1740 2.30
NysE as.63 25 162 4875 aozs 192 236 51 s0 seez 127
CONGLOMERATES & HOLDING COMPANIES Uncoln Nat | Corp
NAC Re Corp oTCc 2425 21 366 zZas0 1850 78 0.00 oo 141 1992 1.22
Nobel 1ns Ud oTc 5.3 2a ata o.50 as0 25 o.aa se  2aa 0.a7 o.s5
il oTC 2588 2s 78 2900 2350 345 O 36 14 64 1763 1.47
Barkley W R Coip Northwestern Nat | Life oTc 27 88 a3 219 2925 2263 57 112 a0 72 3505 o.s0
Berkshire Hathaway Inc otc 3975.00 12 34 7 4050 00 2755.00 133 o.00 oo 194 eo.a8 1076
Ohio Cas Corp oTC 33.75 oo =) 3825 3225 159 188 56 s0 27.86 121
CIGNA Corp NYSE 46 00 B ase 51 88 4a2.75 1319 296 ca &3 4019 ooa
Old Rep Int | Corp oTCc 2388 aa 194 24.63 19.13 267 0.74 31 55 2782 o.86
CNA Fin | Corp NYSE s825 oz a7 6425 5100 178 o.00 oo sa 46.40 126
Orion Cap Corp NyYsE 1663 os 232 1725 1313 61 o7e ae sa 0.4 178
General Re Corp NYSE 55 00 oz 16 seas 4550 697 120 22 109 2621 210
Phoenix Re Corp oTc 9.50 152 ae2 o950 675 203 ocoo oo es 1108 ose
ni NYSE soea ss 125 5075  as.2s az70  1.2s 25 6a, sz2a oo7
ITT Corp (Hartlord Group) Protectw Life Corp oTc 1300 E} 61 1513 1225 3= o7Oo 54 124 1725 0.75
Sears Aocebuck & Co (Allstate) NYSE 3538 o7 52 39.88 32 25 2538 200 57 87 34.74 102
Provident Life & Ace Ins Co oTc 1050 a7 248 21.88 1563 772 osa a3 1500 27.45 071
Transamenca Corp NYSE sass o1 130 se7s  20.75 ase 1.4 54 es 2404 1.36
St Paul Cos Inc oTe aaso e sa s51.00 3s.25 507 200 ae 62 3583 121
CONGLOMERATES AVERAGE os 103 30 o1
SAFECO Corp oTc 2500 10 oo 30 00 22.75 oss 108 as 70 21.30 117
SCOR US Corp oTCc 200 27 27 950 725 106 ooo oo es .20 o.o8
INSURERS Seibels Bruce Group Inc oTc 1300 oo 156 1425 1100 so oso ez 8a 1251 104
Selective Ins Group Inc oTc 2375 oo 250 24.50 19.25 224 1.24 52 54 1952 1.22
Aema life & Cas Co NYSE 4500 11 -oe aoss 39.50 1106 2.76 61 64 5356 osa Statesman Group Inc oTc 375 -as zoo s56 356 36 cos 13 54 348 108
American General Corp NYSE 3013 oc 51 36.38 27.50 1021 140 ae a2 2799 1.08 Tokto Manne & Are Ins oTe 8025 s2 218 asses eaz2s ez o.19 oz 717 .00 N
Amer Heritage Lite Invt NYSE 25.00 10 31 26.00 24.00 a 1.08 as 113 2008 119 Torchmark Corp NYSE 3213 ao 311 3238 24.50 s10 100 31 103 1224 263
Arner Indty Fin | Corp oTc 1025 109 139 11.75 8.25 s oss 55 158 1526 o0.67 Travelers Corp NYSE 3675 39 a6 40.00 33.00 899 240 65 oa 45 28 o881
American Intl Group NYSE 5750 15 a2 6538 4900 1348 o0.40 o7 24 3356 17 Trenwlck Group Inc oTCc 1250 az 220 1250 975 8 0.16 13 108 1541 os1
Aneco Reins Ltd oTC 313 oo 74 4.00 313 1 000 [ele) a3 251 1.25 Uneed Fire & Cas Co oTC 26.50 39 19 2700 2400 1 108 41 so 22.56 117
Aol, Corp NYSE 25.13 10 os 2700 2188 206 128 51 88 15.13 1.66 United States Fid & Gly NYSE 32.75 16 149 3a38 2888 5132 264 81 73 1953 168
Argonaut Group oTc 44.75 R 504 4900 2950 220 o000 oo 73 20.19 153 UNUM Corp NYSE 23.00 57 243 2275 1788 so1  oas 21 114 2853 0.1
AVEMCO Corp NYSE 24.63 21 255 25.25 17 88 69 034 14 120 vra 318 USLIFE Corp NYSE 37.00 az 298 3900 2800 125 1.28 35 oe 46.77 o0.79
Belvedere Corp AMEX a7s 27 84 6.00 438 14 ooa os 69 7.87 o060 ‘Washington Nat | Corp NYSE 27.75 o4 162 28.63 24.00 10 1.08 39 219 3233 o.86
Business Mens Assurn Co oTc 3500 o7 308 36.75 25.50 51 1.20 34 e36 27.39 1.28 Zenith Natl Ins Corp NYSE 2225 11 ass 2388 1500 79 o.s8 ao o9 1226 1.81
Chubb Corp NYSE 5763 o7 31 e338 5125 337 216 37 66 46.13 125 INSURERS AVERAGE 16 160 34 zas
Continental Corp NYSE 3763 oo zo a163 3a4.75 533 2.60 =Y 72 42.10 os9 ALL COMPANIES AVERAGE 1z 158 32 213
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insuring witn tvortnorooK proviaes
you with a feeling of confidence you
can't get anywhere else.

We'll assign a team of specialists
to study your business, from roo ftop to
bottom line. Because only by thor-
oughly understanding your business
can we accurately anticipate your lia-
bilities. Determine your needs. And

design Ine coverage tnats uniquely
right for you. What's more, we'll be
right there with you as your business
evolves and your needs change.

And you'll enjoy the additional
security of knowing that as a member
of the Sears family of companies,
Northbrook Property and Casualty
has the substantial financial backing

So call your Northbrook agent
or broker today And rest assured.

=m!1 Northbrool<
Sit{-I'l' National Accounts

A Department of Northbrook
Property and Casualty. A Member
of the Sears Family.

A Elvis On o Northbrook Property and Casualty Insurance Company
South Barrington. lllinois 60010

Insurance with reassurance.



