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Hospitals scramble to buy
malpractice coverage

By STEVE TARAVELLA and STACY SHAPIRO

The prognosis is poor for hospital risk managers struggling to cure
their medical malpractice insurance ills.

Nearly all hospitals are facing hefty rate increases when they
renew their medical malpractice insurance, many report they can-
not find the same limits they purchased last year, and some say the
coverage that is available comes with new restrictions.

Double-digit rate in-
creases for primary medical
malpractice coverage are
common, but those i
creases pale in comparison
with rate hikes for excess
coverage, which are typically 200% or more, report hospital risk
managers.

The latest medical malpractice insurance crunch has been spurred
by the refusal of some reinsurers to accept medical malpractice risks,
market observers say.

Reinsurers have "just about bowed out. They're doing what the
primary carriers did in the 1970s," says one buyer, referring to the
period a decade ago when hospitals and physicians were hard-
pressed to obtain medical malpractice coverage because most insur-
ers stopped writing it.

Hospitals are also finding it increasingly difficult to buy medical
malpractice insurance written on an occurrence policy form (Bl, Oct.
22, 1984). Occurrence policies respond to incidents that happen dur-
ing the policy year, regardless of when the claim is filed, compared
with claims-made policies, preferred by many underwriters, which
only cover those claims first filed during the policy period.

Observers of the medical malpractice insurance market do not
think any of these ailments wiill
be cured in the near future as
medical malpractice under-
writing losses continue to increase
(see chart).

"I don't think it's going to get
any better and. in a general sense

iCs going to get worse," says one
—-«C New York broker.

"The market is in complete dis-
array. There is substantially less
market availability and capacity
than there was last week, last
month or even last October," says
Richard G. Pfeiffer, senior under-
writing officer of The St. Paul
Cos. Inc., the largest medical mal-
practice insurer in the United
.---""3- States. St. Paul expects to write
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75767 78 79 80 81 82 84 Mr. Pfeiffer points out a hospi-
tal could purchase maximum
medical malpractice limits of $250
million as recently as last April.
By August, the market's capacity
had dwindled to approximately $100 million, and today the market
can only provide a maximum limit of about $50 million, he says.

- After dividends,

Graphic: Amy Palmer

= A hospital risk manager in Florida concurs, saying, "The bottom

line is that the excess market is drying up. It's just going down the
tubes."”

Excess medical malpractice layers that would have cost about
$1,000 two years ago might cost about $5,000 today, observes Allyn
Hess, senior vp at INAPRO, CIGNA Corp.'s professional liability
division.

One London observer notes as an example a U.S. hospital that last

Continued on page 12

Doctors look to prevention to control
medical malpractice coverage costs
Page 14
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Insurance will cover damage

in Silverdome roof collapse

PONTIAC, Mich.-An estimated $8
million in damages and loss of income
as a result of a collapsed roof at the
Pontiac Silverdome is covered under
the city's all-risk policy written by
Affiliated FM Insurance Co. of John-
stown, R.I.

The policy has a $130 million limit
with a $100,000 deductible and will
cover the cost of repairing 27 fiberg-
lass panes in the roof that collapsed

Continued on next page

Bank sues D&O insurers
to recover $95 million loss

By MEG FLETCHER

SAN FRANCISCO-Bank of America says its $100
million of directors and officers liability insurance
should respond to a $95 million loss triggered by the
bank's involvement with allegedly fraudulent mort-
gage-backed securities.

The nation's second-largest bank holding company

. filed suit earlier this month against its two D&0O un-

State IMSGRaTCE T Evetialigh SpoResieRTor the

insurers say that they have neither received notifica-
tion of a claim from the bank nor decided to contest

coverage.

Officials at the San Francisco-based bank, however,
say that it has notified the insurers of a possible claim.
And, according to the suit, the bank "is informed and
believes the insurer defendants dispute" the bank's in-
terpretation of the D&O policies.

The bank contends in the suit, filed March 1 in Los
Angeles County Superior Court, that the D&O0 policies
should cover the bank's losses arising from the negli-
gent acts of bank officers insured under the policies.
These six officers, who have either been dismissed or
demoted, are also defendants in the suit.

All of the employees named in the suit were covered
by the D&O0 policies, the bank says.

The bank also has more than $95 million of fidelity
coverage under a bankers' blanket bond led in London
but says that coverage is not applicable because the em-
ployees have not been accused of dishonest acts.

"We certainly have evidence of gross negligence (by
the employees) but not evidence that would support a
claim under the fidelity policy," said Norman Winte-
mute, a Bank of America vp and head of its risk and
insurance management section.

"There is no evidence of fraudulent acts by the em-
ployees," added Winslow Christian, Bank of America's
director of litigation.

The bank's investigation into the scandal is continu-
ing, Mr. Wintemute added.

The D&O policies would not respond to the losses if
the officers are found to have acted dishonestly, while
the fidelity bond would be triggered only if bank em-
ployees or third parties using the bank's premises acted
dishonestly.

The bank's suit against its insurers and employees
charges the employees with negligence, gross negli-
gence and breach of fiduciary duty stemming from
"acts and omissions" in their handling of the mortgage-

backed securities.

The suit also asks that the employees reimburse the
bank for its losses in the scandal.

D&O0 insurance experts say that it is not common for
a company to sue its employees to recover for losses
under D&O0 coverage, but Bank of America's action is
not precedent-setting either.

nnln addition, observers of the D&O0 insurance mar-
ket say that the Bank of America claim could further

tighten the already constricted market (Bl, Sept. 3,
1984).

Continued on page 30

Judge issues the final order
apportioning Hyatt coverage

By DOUGLAS McLEOD

KANSAS CITY, Mo.-At least one insurer involved
in the Kansas City Hyatt Regency Hotel skywalk litiga-
tion is planning to appeal a state court judge's final
order allocating insurance proceeds for losses from the
1981 disaster.

Jackson County Circuit Court Judge Timothy D.
O'Leary ruled last month that excess liability insurers

for Hyatt Corp., operator of the hotel, must pay two-
thirds of all the losses incurred

y Hyatt, Hall[parl%Ca(gds Inc. k

Crown Center Redevelopment |
Corp., which owned the hotel.

The ruling requires Hall-
mark's excess liability insur-
ers to pay the remaining one-
third of all judgments, settle-
ments and defense costs re-
sulting from the July 17, 1981, collapse of two su-
spended walkways at the Kansas City Hyatt hotel.

The accident killed 114 people and injured at least
200 others.

Judge O'Leary's ruling makes final-and appealable
-his October 1982 interlocutory order providing for
the two-thirds/one-third proration. The 1982 order was
not immediately appealable.

In reaching his decision, the judge rejected the sug-
gestion of two of Hyatt's excess insurers-Columbia
Casualty Co. and Highlands Insurance Co.-that the
question of allocating insurance funds be settled by
holding a new trial to determine the relative fault of
Hyatt, Hallmark and other parties involved in con-
struction of the hotel.

Judge O'Leary also rejected a motion by Commercial

Union Insurance Co., Hallmark's primary and first ex-
cess insurer, and American Insurance Co., another
Hallmark insurer, that they be allowed to argue for a
"reformation” of allegedly ambiguous language in the

insurance contracts.

The effect of such a reformation would be to make
all of Hyatt's coverage primary and all of Hallmark's
Insurance excess.

Judge O'Leary's Feb. 28 order also resolves questions
about how defense cost coverage is to be allocated.

Reversing a portion of his
1982 order, the judge limited
the defense obligation of CU
and Northbrook Excess &
Surplus Insurance Co., Hyatt's
first excess insurer. Judge 0O’
Leary ruled that CU's and
Northbrook's duty to defend
ends with the exhaustion of
their policy limits by both de-

fense costs and indemnity payments.

The judge had ruled in 1982 that the two companies
had an unlimited duty to defend claims arising from
the accident, though both Northbrook and CU pro-
ceeded on the assumption that defense costs were in-
cluded in policy limits despite the judge's order.

Judge O'Leary also ruled that American, which has
declined to pay defense costs, must pay its share of the
costs; and that Columbia Casualty's limits are only for
indemnity payments.

Since defense costs are excluded under the terms of
the Columbia Casualty policy, the insurers in the next
layer-Pine Top Insurance Co., Federal Insurance Co.
and Highlands-must cover the defense obligation.

A lawyer for American said the insurer will appeal

Continued on page 28
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Silverdome damage covered

Cont:nued from previous page
under the weight of a heavy snowfall last week Owens-Corning
Fiberglas Corp in Toledo, Ohio, manufactured the stadium roof and
will replace the damaged panes

An official for the city of Pontiac, which with the Stadium Build-
ing Authority owns the dome, said repair costs would be finalized
after a meeting with Owens-Corning late last week

The roof began caving in March 4 after heavy snow followed by
rain, said Donald P Althoff, the city's risk management consultant
The next day, high winds caused more panes to break, he said

The damage caused the Detroit Pistons' basketball games to be
moved to the Joe Louis Arena in Detroit for the rest of the regular
Sgggon, said Mr Althoff And, two concerts and a rodeo were can-

Figures were not available on how the shift to a smaller arena
would affect Pistons ticket sales, but Mr Althoff indicated that lost
revenues would be covered by the Affiliated policy

He said about 2,500 seats were damaged and the facility sustained
some "superficial concrete damage, but no structural damage "

Two GAF punitive claims denied

SAN FRANCISCO-A state Superior Court judge has ruled that
GAF Corp cannot collect punitive damages from Insurance Co of
North America and certain Lloyd's of London underwriters for al-
leged bad-faith conduct

Judge Ira A Brown Jr based his decision on the fact that punitik e
damages are not permitted either under the law in Pennsylvania,
where INA IS incorporated, or under British law

The decision came in insurance litigation between five asbestos
defendants and more than 75 insurers over the nature and scope of
coverage for companies in asbestos litigation (BI, March 4)

It follows a recent decision by Judge Brown that Nicolet Inc, one
of the plaintiffs, also could not collect punitive damages from INA

Judge Brown's decision does not affect punitive damage claims by
the five plaintiffs in the litigation against other insurers

Bermuda reports 1983 results

HAMILTON, Bermuda-The assets of Bermuda-based interna-
tional insurance companies, including captive insurers, totaled $17 1
billion at year-end 1983, up 26% from 1982 assets of $13 6 billion,
according to the latest statistics from the Bermuda government

These companies wrote gross premiums of $65 billion in 1983, up
5% from 1982 premiums of $62 billion Net premiums in 1983 totaled
$4 7 billion, up almost 10% from $4 3 billion in 1982

The statistics are prepared by the government and based on the
statutory financial reports insurers licensed in Bermuda are re-
quired to file The contents of the individual reports are confiden-
tial, and the government releases only aggregate statistics

In addition, Registrar of Companies A Verbena Daniels reports
that 66 new companies were registered in Bermuda in 1984, com-
pared with 85 in 1983 Thirty-five companies canceled their regis-
trations in 1984, compared with 29 in 1983 With a net gain of 31,
1,162 international insurance companies are registered in Bermuda
All are active, according to the government

Carbide still working on renewal

DANBURY, Conn -Union Carbide Corp iS still completing the
March 1 renewal of its excess general liability insurance program,
and it does not expect to find the $200 million in hmits it had

Obviously we're having difficulties, but it's falling into place and
we are confident we will end up with a satisfactory placement," said
a Carbide executive who asked not to be identified He would not
say how much coverage had been arranged so far, but said he

doubts" the company will find its previous $200 million in limits

He added "quite a few" of the company's previous liability insur-
ers have renewed participations But, some have dropped out

Transit Casualty Co, which provided $15 million in capacity in
two separate excess layers through National Underwriting Agency
in Chicago, iS no longer on the risk (Bl, Jan 26) Likewise, Ameri-
can Centennial Insurance Co, which took a $5 million participation
on one excess layer, canceled the managing general agency contract
of the company that produced the business, and is no longer partict-
pating, according to American Centennial Vp Jack E Helms

A toxic gas leak at Union Carbide's plant in Bhopal India, last
December killed an estimated 2,500 people and injured as many as
150,000 others (BI, Dec 24-31, 1984)

Amoco Cadiz claims mount

CHICAGO-In a conference last week with U S District Judge
Frank J MeGarr, attorneys for the Republic of France and a group
of communities m Brittany served claims against Standard Oil Co

Continued on page 29
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Superfund bill would permit
iIndividuals to sue polluters

By ROBERT A. FINLAYSON Meanwhile, Rep James J Florio, D-N J, will report-

edly intrcduce a Superfund reauthorization measure in

WASHINGTON-Citizens would be permitted to the House shortly The House Commerce, Transporta-
bring suit to force companies to comply with Superfund tion and Tourism Subcommittee held hearings on the
cleanup orders under a reauthonzation bill approved administration's bill March 7
by the Senate Environment and Public Works Com- S 51, as amended by the Senate Environment and
mittee March 1 Public Works Committee, would

The committee reported out S 51, a reauthorization - Allc w citizens to sue companies that do not com-
measure introduced by Committee Chairman Sen Rob- ply with Superfund cleanup orders or any Superfund
ert T Stafford, R-Vt, that would extend the Superfund regulations and standards This, in effect, would give
law for five more years and increase the size of the citizens the power to force the government's hand in
federal hazardous waste cleanup fund to $7 5 billion enforcing the Superfund law
from $16 billion « Estaolish a $150 million victims' compensation

Prior to approving the bill, the committee voted fa- demonstration proJect that would provide for health
vorably on an amendment to the bill, introduced by care for Tersons injured by exposure to hazardous sub-
Sens Max S Baucus, D-Mont, and Gary Hart, D-Colo, stances, subJect to a number of important limitations
that would allow citizens to sue polluters under the Su- - Create a federal mechanism that would allow
perfund law Committee members also approved as companies named in Superfund lawsuits to seek contri-
amendments to the bill two key provisions in the Rea- buttons for cleanup costs from other responsible parties
gan administration's reauthorization measure, which not named in the suit-but only after the suit is settled
was unveiled Feb 22 « Prohibit judicial review of EPA cleanup orders

Those provisions would limit the rights of companies until after the agency moves in federal court or in an
named in Superfund lawsuits and cement the govern- administrative proceeding to enforce the order
ment's position on judicial review of government-or- Although not as broad as language considered by the
dered cleanup remedies (BL March 4) House an i Senate last year that would have established

The bill now goes to the Senate Finance Committee, a federal 2ause of action under Superfund, some Super-

which is expected to consider possible changes in the fund exper:s say the Baucus-Hart citizen-suit amend-
existing Superfund tax mechanism Continued on page 29

A&K&A to sell

loss-riddled Older-worker pension rule

would hike plan costs

By JERRY GEISEL

underwriters

By STACY SHAPIRO

LONDON-Alexander & Alex-
ander Services Inc says it will sell
the underwriting units it acquired
in 1982 along with Lloyd's broker
Alexander Howden Group PLC
-which again are forcing the bro-
ker to post a loss

Before the underwriting com-
panies are sold, A&A will increase
the subsidiaries' loss reserves A&A
has already increased the Howden
units' reserves twice since the ac-
quisltion

A&A announced last week that it
will report a fourth-quarter 1984
loss stemming from its decision to
strengthen reserves at the under-
writing units, primarily London-

WASHINGTON-The Equal Employment Opportunity Commis-
slon & proposing that companies grant pension credits for workers
who stay on the Job after 65, a requirement that would increase
employers' pension costs

However, the Reagan administration may kill the proposal before
it is adopted, pension experts say

Last week, the EEOC, .he federal agency in charge of age discrim-
ination regulations, approved a proposed rule to require employers
to recognize years of ser-ice for workers ages 65 through 69 in com-
puting their pension benefits

Currently, companies can stop pension accruals when a worker
turns 65

If the proposed rule is adopted, it could cost companies hundreds
of millions of dollars

According to the Employee Benefit Research Institute, a Washing-
ton-based benefits think tank, employers would spend more than
$280 million a year to provide pension accruals for workers beyond
age 65 And, that higher cost might discourage companies from hir-
ing older workers, the EBRI says

"This would be one more area where an employer will be hit with

based Sphere Drake Insurance Co

It did not specify how much would
be added to the reserves

Further, A&A said that selling
the underwriting units, including

Sphere Drake, also will result
Conttnued on page 25

Lloyd's brokers consider
agency divestment options

By STACY SHAPIRO

more benefit costs," saic Douglas C Borton, chief actuary at Buck

Consultants Inc in New York
The EEOC IS sending the proposed rule to the Department of
Labor and the Internal Revenue Service for their comments, which
Continued on page 4

way, mo -e and more people are turning their minds to
divestment," he said
LONDON-Facing an effective deadline Just a year Fifty-five of the 114 managing agencies ori?inally la-
away, Lloyd's of London brokers are now seriously beled by Parliament as broker-controlled still must be
considering how they will sell their LIoyd's under- divested said a Lloyd's spokesman Of these, 35 are
writing management agencies, London sources say wholly owned by Lloyd's brokers, 20 are only partially
And, according to the sources, many of the divest- broker-owned but still must be sold
ments could be made by the end of the year Large agencies owned by some of the largest Lloyd's
However, there is some disagreement over how the brokers .hat must be sold include Alexander Howden
brokers should dispose of their managing agencies Group PLC, Minet Holdings PLC, Willis Faber
Some observers, for example, worry that some inde- PLC and Hogg Robinson Group PLC
Eendent underwriting management companies could One brofer now considering the sale of its under-

ecome "mega-underwriters" by scooping up many of writing agency is Howden, a subsidiary of U S broker
Alexander & Alexander Services Inc
Continued on page 23

the agencies being divested by the brokers

According to the Lloyd's Act of 1982, all LIoyd's bro-
kers must divest themselves of their underwriting
management agencies-the agencies that manage the
affairs of Lloyd's syndicates-by July 1987

Late last year, however, the Council of Lloyd's de-
cided that all underwriting agencies will have to be
re-registered by May 1986 Because a managing agency
wishing to re-register cannot be owned by a broker, the
actual deadline for brokers to divest their managing
agencies is only a year away

The re-registration process takes about six months,
explains William David Robson, managing director of
Creechurch Syndicate Managers Ltd, a subsidiary of
Merrett Holdings PLC

"So, now that end-of-the-year renewals are out of the

errors & omissions

« All insurance brokers m the United King-
dom, including non-Lloyd's brokers, are re-
quired by the Insurance Brokers Registration Act
to bu,- fidelity coverage and are offered the cov-
erage by insurers that write brokers errors and
omissions insurance, according to Nick Carter,
man:ging director of Nelson Hurst & Marsh Ltd ,
a Lloyd's broker (Bl, Feb 18)
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to be represented Work con,p battles

Massachusetts weighs several reform bills

in bankruptcies

By STEPHEN TARNOFF

Future asbestos claimants should be represented in the
bankruptcy proceedings of asbestos producers, two federal
courts have ruled

But, neither court decision says that future claimants are
entitled to share in any money set aside for asbestos victims in
any reorganization plan The rulings only say that a legal rep-
resentative should be appointed to represent people who have
been exposed to asbestos but have not yet developed any re-
lated diseases

However, this is the first step toward providing for the
compensation of future claimants through the bankruptcy
proceedings And, as such, the asbestos producers say the
court decisions are a victory for them because the inclusion of
future claimants is essential to developing a successful and
final reorganization plan

The decisions, reached late last month by U S Bankruptcy
Court Judge Edward B Toles in Chicago and the Third Cir-
cult U S Court of Appeals in Philadelphia, involve former
asbestos producers UNR Industries Inc of Chicago and Ama-
tex Corp of Norristown, Pa

Both companies, named as defendants m thousands of law-
suits by victims of asbestos-related diseases, filed for reorgani-

zation in 1982 under Chapter 11 of the Federal Bankruptcy
Code

The two recent court decisions overturned two earlier court

decisions that said persons exposed to asbestos who have not
yet manifested symptoms of asbestos-related diseases are not
creditors under the bankruptcy law and, therefore, are not
entitled to representation

On the contrary, according to the most recent decisions,
future claimants are "parties in interest" under the code, are
vitally affected by the bankruptcy proceedings and should be
represented in the reorganization proceedings

The decisions come more than a year after U S Bankruptcy
Court Judge Burton R Lifland m New York also ruled that
future claimants should be represented in reorganization pro-
ceedings for Manville Corp, another asbestos defendant that
filed for reorganization in 1982 (BI, Feb 6, 1984)

However, the appointment of a legal representative for fu-
ture claimants in the case is being appealed by various Man-
ville creditors

Similarly, in the UNR and Amatex cases, committees repre-
senting the current asbestos litigants contend that only those
claimants that already have symptoms of an asbestos disease
should be represented and not those w ho have not yet mani-
fested an injury

The committees, one of which has decided to appeal the
decision and the other which is considering an appeal, con-
tend that future claimants are not creditors under the
bankruptcy code, and, therefore, cannot participate m the re-
organization plans

It is pointed out that the inclusion of future claimants would
reduce the amount of compensation available for current
claimants

In the UNR decision, Judge Toles, however, notes that fu-

ture claimants are "parties of interest" that must be represen-
ted

"Putative asbestos disease victims have a stake in the out-

come of these proceedings ," he said

By CAROL CAIN

The bill, as well as two other major reform measures and
50 to 100 more-limited work comp proposals, will be dis-

BOSTON-The battle lines are being drawn as the Mas- cussed for the first time April 4 by the Legislature's Joint
sachusetts Legislature prepares to consider workers com- Committee on Commerce and Labor

pensation reform

One of the other two major reform measures-H 2142-

Although three major reform bills introduced in the was drafted by the Associated Industries of Massachusetts

Legislature agree on about 75% of their
provisions, Massachusetts lobbyists say,
the areas of disagreement in the bills are
expected to stir several months of debate

Key items in the workers compensa-
tion package proposed by Gov Michael
S. Dukakis, which is likely to be the
major legislative vehicle for work comp
reform, include increased benefits to in-
Jured workers, changes designed to speed
up administrative procedures, rehabilita-

tion enhancements and a provision for Graphics Donna DiBlase

Some 3,000 businesses belong to Boston-
based AIM The bill's legislative sponsor
is Rep David Cohen, D-Newton
And the third major reform bill-H

3064-is organized labor's proposal An
identical bill was introduced late last ses-
sion by Rep Timothy A Bassett, D-
Lynn, but died in committee Rep Bas-
sett also introduced this year's proposal,

_ but he resigned Feb 28, leaving the task

of pushing the bill through debate to sev-
eral co-sponsors

group self-insurance, which is not currently allowed in the Although three different bills have been introduced. all

state

observers agree that the state's workers compensation sys-

However, the creation of a state fund and provisions for tem needs reform
"It seems to me that every party to the workers compen-
forms-are absent from the major proposals in Massachu- sation process is struggling with the system Although

competitive rating-two typical features of most state re-

setts

they may not agree entirely on what should be done, they

The governor's bill, H 5030, was based on information do agree on what's wrong with the system," said John
garnered during the past 1/2 years by the 24-member task Harbison, counsel to the state's secretary of labor
force he appointed to study workers comp (Bl, Feb 27, "The current law IS fraught with inefficiencies, time

1984)

Continued on page 24

Hawaii legislator blocks employers' proposals

By CAROL CAIN

amended bill to the House Finance Committee to keep a
workers compensation reform measure alive this session,

HONOLULU-The emotionally charged issue of work- Mr Shimizu said, adding that the bill still can be amended
ers compensation is erupting m Hawaii, where workers In addition to the increase in benefits, H B 463 includes
compensation rates and claims frequency are among the provisions that would
= Call for a study of a competitive state fund and a com-

highest in the country

Efforts by business and insurance lead-
ers to reform the workers compensation
law have been sidetracked because a
state representative has forced major
changes m a workers compensation re-
form bill that had previously been
agreed to by other legislative leaders

Rep Eloise Tungpalan, D-Pearl City,
offered the amendments on March 1,
only minutes before the deadline for the
bill to be passed out of the House Em-

Cbcs

petitive rating system for next year's leg-
islative session

- Establish guidelines and a medical
advisory panel to contain medical costs
associated with workers compensation
benefits

« Cap vocational rehabilitation bene-
fits so that vocational rehabilitation pro-
grams would not exceed 26 weeks and
payment for rehabilitation services
would not exceed 52 weeks

ployment Opportunity and Labor Relations Committee, However, lobbyists note the bill does not explain the dif-

which she chairs

ference between rehabilitation programs and services It

Rep Tungpalan amended H B 463 by removing from also leaves unclear whether an employer would have to
the bill provisions that would have reduced workers com- pay rehabilitation costs for 52 weeks or 78 weeks
pensation costs, such as changes in deadlines for the filing The amended bill was expected to be considered by the
of claims and changes in compensability standards

However, she left intact several benefit increases for m- Chairman Kenneth Kiyabu, D-Honolulu, was expected to
jured workers, said Edwin Shimizu, director of govern- amend the measure back to its original form. including the

ment affairs for the Chamber of Commerce of Hawaii

House Finance Committee last week, and committee

cost-reduction features

"Eloise came in about 11 10 p m and basically said, 'Take The bill was expected to clear the House Finance Com-

it or leave It," Mr Shimizu said

Other legislators on the committee voted to send the

mittee late last week, and the House is expected to vote on

Continued on page 8

Continued on page 26 A

Benefit managers' pay increases shrink: Survey

time

By MARLA ANTELIS Although benefit managers have worked harder and re-
ceived less-substantial salary increases, 98% of respondents
reported a high level of Job satisfaction More than half-
55 5%-of respondents said they found their jobs "very fulfill-
ing," compared with 48 5% in 1982, 46% in 1980 and 54% in
1978

"Fulfilling" was the word used by 426% of respondents to
describe their Jobs This compared with 50 3% in 1982, 52% in
1980 and 43% m 1978 Only a few respondents-1 9%-de-
scribed their Jobs as unfulfilling This figure was up only
slightly from 1982, when 12% said they were unfulfilled In
1980, 2% said they were unfulfilled, while 3% said they were
unfulfilled in 1978

"This attests to the professional level of benefit managers,”
who are dedicated to their Jobs and do not view salary as the
sole incentive for working hard, the spokesman said

Nearly all, or 95%, of respondents reported their depart-
At the low end of the scale, 3 9% of benefit managers earned ment's workload has grown since 1982, with 76% reporting an
The 1984 salary survey was sent to benefit managers at the less than $25.000 At the high end of the scale, 9 8% reported increase in areas of responsibilit%/ as well
Fortune 1,000 companies and an additional 500 large non-in- they earned $70,000 or more And, increasing responsibility was accompanied in most
dustrial companies The survey had an overall response rate In addition, 5 3% reported annual salaries ranging from cases by an expanded budget and staff growth More than 77%
of 11% $25,000 to $30,000, 8 6% from $30,000 to $35,000, 7 9% from of respondents indicated that their budgets have risen since

Although the survey indicates that benefit managers' aver- $35,000 to $40,000, 11 8% from $45,000 to $50,000, 11 2% from 1982 Almost 45% reported that the size of their professonal
age salary has increased only moderately between 1982 and $50 000 to $55 000 6 6% from $55 000 to $60 OOO 7 9% from staff had grown Fifty percent reported that while depart-
1984, the percentage of benefit managers earning an annual $55,000 to $60,000, and 7 9% from $65,000 to $70,000 mental growth was restrained, clerical staff had grown
salary-including bonus-of more than $50,000 has increased Twenty percent of respondents to the 1984 survey who re- More than 85% of the managers who responded to the sur-

Forty-three percent earned more than $50,000 a year, com- ceived a bonus reported they were awarded an additional 21% vey said they had worked in the benefits field for three years
pared with 27% in 1982, 10% in 1980, and 1 4% in 1978 of salary or more, the average annual bonus reported was 39% or more Forty-nine percent reported careers in the field that

Not quite half-47 4%-reported earning salaries between of salary had spanned more than nine years ) .
$30,000 and $50,000 in 1984 While the average annual bonus dropped in 1984 from 53% Seventy-four percent reported they had been with their

In a breakdown of salary groupings, the largest group of of average salary in 1982, the spokesman noted that this may current employer for more than three years, 44% had been
respondents-19 1%-earned betweeen $40,000 and $45,000 reflect that managers' base salaries have improved since that Continued on page 17

Benefit managers' salaries
Benefit managers report only moderate increases in salary
compared with previous years, but they say their responsibih-
ties are growing and they like the Job they do 2
The average salary for a benefit manager-including bonus §
-was $49,000 in 1984, compared with $45,000 in 1982, or an -
increase of 8 9% over the two-year period, the fourth biennial 8 '
survey of benefit managers by Segal Associates reveals 2 10%-- —_—
That increase slightly outpaced inflation, as the Consumer 8
Price Index rose approximately 8% during the two-year pe- 5
7 - -
- - -
Les'%/lan $25 00() $3%Ch $3500* 640,B .5 00* &50* $55 00( $60.00(h .3 06 $70,000

nod
$29 m 34 999 39,999 $44 “§9 $49 9:9 864 09 89 999 $64 999 $69 989 end |

2016-

However, benefit managers' salaries increased much less in
the past two years than they did between 1978 and 1982, said a
spokesman for Segal Associates, a division of benefit consul-
tant Martin E Segal Co in New York

The average salary of benefit managers increased 22% be-
tween 1980 and 1982 and a total of 57% between 1978 and 1982,

he said

Inct,/llg bonuae: Souce Sag/ Asacial”
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Pension

Continued from page 2
are expected in the next 60 to 90
days.

After the EEOC reviews com-
ments from the IRS and the Labor
Department, the agency will send
the proposal to the Office of Man-
agement and Budget. The OMB,
acting on behalf of the administra-
tion, will decide what form the reg-
ulation will take. The OMB also has
the authority to scuttle the rule al-
together.

But, there is some doubt whether
the EEOC proposal can gain ap-
proval from the other regulatory
agencies.

Experts point out the proposed
rule violates congressional intent
when, in 1978, Congress amended
the Age Discrimination in Employ-
ment Act. Those amendments

raised the permissible mandatory

proposal would hike plan costs

The Employee Benefit Research Institute says
employers would spend more than $280 million a
year to provide pension accruals for workers
beyond age 65. And, that might discourage the
hiring of older workers, EBRI says.

retirement age to 70 from 65.

For example, a Senate Labor and
Human Resources Committee re-
port accompanying the ADEA leg-
islation said that the amendments
do not require the accrual of addi-
tional benefits for employees who
work beyond the plan's normal re-
tirement age.

In addition, Donald Elisburg,
then an assistant secretary at the
Labor Department, wrote to a con-

gressional committee at the time it
considered the ADEA amend-
ments: "It is our view that nothing
in ADEA or in the proposed
amendments would require an em-
ployer to credit, for purposes of
benefit accrual, those years of ser-
vice which occur after an em-
ployee's normal retirement age."
Likewise, the Employee Retire-
ment Income Security Act "does
not require such an accrual," he

wrote.

When Mr. Elisburg wrote his
letter in 1977, the Labor Depart-
ment had regulatory authority over
age discrimination issues. In 1979,
that authority was shifted to the
EEOC.

Since the legislative history of
the ADEA-including the commit-
tee report and Mr. Elisburg's letter
-makes it clear that EEOC has no
legal basis for its proposed rule, it's
questionable whether the EEOC
can gain approval of it from other
agencies, said Richard Fay, a for-
mer Senate committee staffer and
now a partner in the Washington
office of the law firm Reed, Smith,
Shaw & McClay

"It is hard for me to believe that
this kind of disregard of the law
will be accepted by the other agen-
cies," Mr. Fay said.

Efficient. Effective
EverybitSwiss.

Efficient. Effective. Expertly designed to do it all.
In that same Swisstradition, ourversatile insurance

programs are well organized and well planned.

Expertly designed to protect every facet of your
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And unrivaled financial stability
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In fact, the OMB once before
forced the EEOC to tear up another
proposed benefit rule affecting
older workers.

In that case, OMB rejected those
rules EEOC was drafting that
would have encouraged older
workers to choose Medicare rather
than their employer's plan for pri-
mary health care coverage (BI, Jan.
31, 1983).

Those rules were required by a
provision in the Tax Equity and
Fiscal Responsibility Act of 1982
that said employers were required
to give workers 65 through 69 a
choice of obtaining their primary
health care coverage from either
their employer or Medicare.

The intent of that TEFRA provi-
sion was to encourage employees to
obtain their primary health care
from companies and thus save
Medicare hundreds of millions of
dollars.

Aside from higher benefit costs,
the EEOC pension rule, if ap-
proved, would saddle employers
with additional expenses. For in-
stance, employers would be forced
to rewrite and distribute new pen-
sion plan documents to employees.

It isn't known exactly how many
employers now give pension credits
for workers 65 years of age and
older.

A 1982 survey by the Bureau of
Labor Statistics of companies with
at least 100 employees found that
about 42% of employees were cov-
ered by pension plans that gave at
least some recognition of service
after age 65 when computing pen-
sion benefits.

"Some companies recognize post-
65 service and some don't,” said
Theresa Stuchiner, a partner at
Kwasha Lipton, a Fort Lee, N.J.,
benefit consultant.

Not recognizing service after age
65 is a way companies can encour-
age workers to retire at 65, Ms. Stu-
chiner added.

Currently, few employees stay
on the job after 65. According to the
Bureau of Labor Statistics, employ-
ees 65 and older comprise less than
1% of the full-time private work-
force. And, many of those workers
retire within a few months of turn-
ing 65.

But in the future, many more
employees could work after 65, ex-
perts say.

Under the Social Security
Amendments Act of 1983, the age
at which a worker can retire and
collect full Social Security benefits
will gradually increase to age 67 in
—— > — — _ _

Lower-back claims

subject of report

NEVWW YORK-The duration of
lower-back claims does not rise
with the age of the worker, accord-
ing to a study of lllinois claims.

The results of the study of 1,418
lllinois claims was presented by co-
author John D. Worrall of Rutgers
University at a National Council on
Compensation Insurance seminar
on insurance research issues.

The study found no consistent
pattern, and it found that the ex-
pected duration of temporary total
lower-back pain workers compen-
sation claims was virtually the
same for workers under age 25 and
for those 55 years old and older.

However, the study did confirm
earlier findings linking benefit in-
in duration. As

cr to incre
workers age, they become more re-
sponsive to benefit increases: A 10%
benefit increase would increase the
expected duration of the claim by
about 10 days in the 55-and-over
group. Wage levels also affect dura-
tion, and a 10% salary increase
would decrease the average dura-
tion by about five days in the 23-to-
34-year-old group. -



~ Wausau’s service helps Ferry-Morse

“"“T've been impressed with how
often the Wausau people visit our
plant sites.” An observation from
George Allbritten, VP-Administra-
tion of the Ferry-Morse Seed Co.,
which sells vegetable and flower
seeds in more than 100 countries.
Wausau provides business insur-
ance for this California-based
company.

“They’ve been interested enough
in us to learn about our exposures.
So they understand our business,

’ _' out hazards.

and their loss-control recommenda-
tions make sense. Recently, they
suggested some measures relative
to noise reduction, and we imme-
diately implemented them. I'm

pleased that Wausau brings these
potential problems to our attention.

“From the very beginning we’ve
had a positive experience with
Wausau’s insurance counseling. We
feel they do an excellent job for us.”

At Wausau, we’re known for our
exceptional service. And that repu-
tation is one of the most valuable
assets we protect.

WAUSAU WORKS.

Watch “The New Tech Times” on Public Television.
Principally underwritten by Wausau Insurance Companies.
Check local listings.
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litigation developments.

Step forward: The organizers of the asbestos claims
facility say they have the support of enough major as-
bestos producers and their insurers to proceed to estab-
lish the facility.

This is the best news we've heard about the facility
since it was first proposed last May.

We've repeatedly urged asbestos producers and in-
surers to join this facility, which provides them with a
mechanism for settling asbestos bodily injury claims
outside of the court system and gives asbestos pro-
ducers and insurers a basis for settling their disputes
over which insurers are liable for claims payments. Not
only will this facility solve the immediate problems,
but it also will establish a blueprint for handling future
massive toxic tort litigation.

Now, the organizers of the asbestos claims facility
must clear the next hurdle: Securing final commit-
ments from all those who have conditionally pledged
their support, by the scheduled deadline of May 29.

We've never welcomed the herd-mentality that
seems to seize the insurance industry sometimes. but
this is one instance in which we'd be delighted to see it
at work, driving all insurers into the facility.

Step forward: Two more courts rule that future as-
bestos claimants are entitled to representation in the
bankruptcy proceedings of asbestos producers who

letters

have turned to the bankruptcy court to solve their as-
bestos liability problems.

The asbestos producers trying to hammer out reorga-
nization plans for their companies want future claim-
ants represented so that future asbestos damage claims
will not send them back to bankruptcy court. But, at-
torneys representing current asbestos claimants have
fought representation for future claimants.

Why? The judge in one of the cases explained it po-
litely: "If future claimants are excluded from the reor-
ganization plans, the current claimants will receive a
larger portion of an obviously limited fund," he ob-
served in his opinion.

We'll put it bluntly: The attorneys representing cur-
rent asbestos claimants are greedy. They want the most
for their clients-and their contingency fee.

Neither of the recent decisions states that future
claimants are creditors and that money should be set
aside to pay their claims, but they lay the groundwork
for that necessary and proper development.

Step back: General Reinsurance Corp. files suit ask-
ing for a ruling that it doesn't owe any reinsurance
payments to Aetna Casualty & Surety Co. for asbestos
claims filed by one of Aetna's policyholders.

Regardless of who is right- in this case, the dispute
itself is unpropitious. It increases the amount of as-
bestos-related litigation, and worse, portends more liti-

gation between ceding companies and reinsurers as as-
bestos claims are filed with reinsurers.

Author's cheerleader remark indicates chauvinism

To the editor: Charles A. McAlear
wrote in "Danger Lurks Behind Lure of
Claims-Made CGL Form", (BI, Feb. 4):
"The Insurance Services Office is propos-
ing that these nice, average people under-
write and administer a new claims-made
general liability policy and that they dis-

tinguish between claims-made and occur-
renee forms. This is somewhat akin to

buying a chainsaw as a Christmas gift for
a 4-year-old or enlisting a Dallas Cowboys
cheerleader as a pilot for the Concorde."
Shame, shame. This is a very chauvin-
istic remark. It's not necessary to compare
the understanding of insurance to a

cheerleader.

| know some producers (who, by the

Property & Casualty Underwriter) whose

knowledge of various items in insurance
is rated 2 on a scale of 1 to 10! | am also
fortunate to have as a friend an ex-Sea-

hawk cheerleader who is very bright,
witty, and informed. My two daughters
were cheerleaders in high school and they
carried a 3.9 grade average.

In other words, cheerleaders can have
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looks and SMARTS. . .smart enough to
earn a pilot's license. . .or whatever!
Shirley Brown

Account Administrator

Prescription drug costs can be controlled

To the editor: | enjoyed reading the
Perspective article "Rx for Drug Plans:
Halting the Runaway Cost of Prescription  pharmacists, administrative fees averag-
Coverage" by Michael J. Barberi (Bl, Feb.  ing less than 20 cents per claim, dispens-
). ing fees set by plan sponsors and regular

It is interesting to note that the con- pharmacy auditing-allow for real cost
cerns expressed by Mr. Barberi are most containment.
prevalent in the drug-coverage portion These features allow a properly
contained in most major medical plans. designed card-type plan to be substituted

ing below wholesale cost, mail order, ge-
neric incentives to cardholders and/or Seattle
- Editor's note: The editor of Business In-
surance, a former high school cheerleader,

agrees.

Business Insurance welcomes letters from
its readers. Please keep your comments as

The runaway cost of prescription drugs
tends to take place under major medical
plans where little, if any, restraints are
built in to control drug costs. Under prop-
erly designed drug card plans, plan design
features and options-such as drug pric-

for major medical drug coverage, often

with significant cost savings.
Donald B. Dahlin

President/Chief Executive Officer

Pharmaceutical Card System Inc.
Phoenix, Ariz.

brief as possible. We reserve the right to
edit letters for clarity or space. We will not
publish unsigned letters. Send your com-
ments to Letters to the Editor, Business

Insurance, 740 N. Rush St, Chicago, lll.
60611.

St., New York, N.Y. 10017, 212-210-0229.

Member of Business
Publications Audit of Circulation
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BROKERS'ATTITUDES ABOUT
OURUNDERWRITING HAVE

KEPTUSINOURPLACE.

For the 13th year in a row, Best's has named AIG Num-
ber One in Inland Marine insurance in America.

Why is it that so many brokers continue to bring us
their inland marine business and keep us in first place year
after year?

Basically. it's because they feel our underwriting philos-
ophy strengthens their place in the market. too.

For example, brokers appreciate the way our under-
writers look carefully at each account and then design a policy
specifically suited to that client's needs.

In fact. we don't believe there's any such thing as a
"standard" risk. Instead, we believe every risk can be better
served by a creative underwriting approach.

Brokers also like the fact that our underwriters still em-
phasize long-term financial stability and strength over the
short-term "benefit" of price.

In contrast. many of our competitors have lowered their
underwriting standards in the interest of immediate cash
flow-and now they're being forced to re-evaluate their posi-
tions in the market. Which is raising a lot of questions among
their brokers and insureds.

Finally. brokers approve of the way we work with them
to provide clients with quality service. Together with most
brokers, we think it's important to give clients the attention

they need, no matter how long it takes. instead of rushing
through things in the pursuit of high sales volume.

With these kinds of unwavering underwriting standards.
it's no wonder more and more brokers prefer to bring their
inland marine business to us every year.

That's why. whatever the competition decides. we'll
continue to remain true to our tried and proven underwriting

standards.

And we'll hope the majority of brokers will. too.

For more information
about Inland Marine

NAMENITLE

Insurance from The AIG

Companies. write Dept. A. COMPANY
American International

ADDRESS

Group. 70 Pine Street.
New York, N.Y. 10270

PHONE

ONCEAGAIN
REANSWERISAIG

81-3/85
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Amendments complicate

Hawaii comp reform efforts

P
Continued from page 3
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fore the Legislature adjourns April

22 1o.

A similar reform bill-H.B. 310-

AD CLOS I N G - APRI L 9 was not passed out of Employment

Opportunity and Labor Relations

Committee last week and therefore
29 is dead for this session. And, still
yet another bill-H.B. 687, which
would have established a competi-

RIMS REPORT *1  AD CLOSING - APRIL 16 Woulg have established 2, compett

mittee.
Lobbyists from business, labor

and insurance industry groups, as
well as legislators, are actively

H hing f Kk -
.business Hon reform bill as Hawai's legisia-

tive session draws to a close. Al-
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lature, it has become one of the
state's main legislative issues.

Business groups appeared at a
press conference last week to
express their disappointment in the
"dictatorial” way the reform pack-
age was passed out of the House
committee. "We've been telling
(the Legislature) what we need and
were ignored,"” said Bette Tatum,
state director of the National Fed-
eration of Independent Business,
which has more than 6,000 em-
ployer members.

An 87.3% increase in the state's
workers compensation insurance
rates from 1979 to 1983 prornpted
the Legislature two years ago to
call for a moratorium on rate in-
creases during 1984, in anticipation
of reform legislation to be passed in
1985.

Even though that moratorium
expired Dec. 31, insurers verbally
agreed to hold rates at the same
level while the Legislature is in
session.

Employers fear that if a reform
measure is not passed this session,
rates will skyrocket once again.

In addition to the high insurance
rates, Hawaii employers say the
state's workers compensation sys-
tem also is costly because state law
requires workers to wait only two
calendar days after an injury to file
a claim. Since benefits are payable
from the day a claim is filed,
lengthening the claim deadline will
save employers money, especially
for minor injuries, employers say.

"We want this waiting period ex-
tended and we want a cap put on
vocational rehabilitation benefits,"
the Chamber's Mr. Shimizu said.

Employer groups also want the
burden of proof in workers com-
pensation claims shifted more to
the employee.

"Every accident and illness in
Hawaii is (now) considered work-
related,” Ms. Tatum said.

Amendments to the state work-
ers compensation act had been
placed on hold for two years until
the completion of a study by Haldi
Associates Inc., the New York-
based economics and managment
consulting firm commissioned by
the Legislature (BI, April 4, 1983).

Some of the provisions of H.B.
463 stem from the report, which
was issued in December 1984 after
136 years of work.

In the report, Haldi recom-
mended that the Legislature mod-
ify the workers compensation sys-
tem to achieve greater equity and
improve performance by:

- Relating compensation more
closely to the economic losses ac-
tually suffered by employees be-
cause of work-related injuries.

« Increasing the timeliness of
payments to injured workers.

- Eliminating any medical
treatment not required for rehabili-
tation.

- Having the Disability Com-
pensation Division improve its case
management system, including
scheduling of hearings and adjudi-
cation of disputes. .

Job safety rules

WASHINGTON-The Labor De-
partment has extended the period
for written comments and requests
for public hearings on the proposed
final approval of job safety and
health plans in eight states.

The comment period was ex-
tended to March 22 from Feb. 20
for the plans in Arizona, lowa,
Kentucky, Maryland, Minnesota,
Tennesee, Utah and Wyoming.

Comments should be sent to the
OSHA Docket Officer, Room N-
3670, U.S. Department of Labor,
Third St. and Constitution Ave.,
Washington, D.C. 20210; 202-523-
T— === —a _ —_
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Hospitals scramble to find excess coverage

Continued from page 1

year purchased $20 million limits
excess of $5 miillion for a $55,000
premium; the same hospital this
year was able to buy only $5 mil-
lion excess of $5 million, and paid
$125,000 in premium for it.

But St. Paul's Mr. Pfeiffer points
out that hospitals haven't really
been left in the lurch by the capac-
ity crunch.

"Many facilities bought $100 mil-
lion because it was cheap. Most of
them are content to drop back; they
don't seem that uncomfortable,” he
observes.

The pinch on excess medical
malpractice insurance stems from
the reduced capacity of the medical
malpractice reinsurance market.

Says one U.S. broker, who asked
not to be named, "It's common

knowledge that many of the syndi-

cates in London have simply ceased
and desisted right now."

For example, Merrett Holdings
syndicate at Lloyd's of London
headed by Robin Jackson, the lead-
ing market at Lloyd's for medical
malpractice reinsurance, stopped
underwriting excess-of-loss medi-
cal malpractice reinsurance for
both hospitals and physicians about
three months ago, says Ken Bar-
rett, non-marine underwriter with
Merrett Syndicates Ltd., the man-
ager of the syndicate.

The so-called Jackson Syndicate
will resume writing the coverage in
July when some of its existing eli-
ents renew their business, Mr. Bar-
rett said. "We are saving capacity
for these renewals.”

Other medical malpractice rein-
surance markets in London, which
have written a large volume of

medical malpractice reinsurance
since the coverage crisis of the
mid-1970s, also have stopped writ-
ing business or are much more
picky about the risks they accept.

"l just finished a new one," said
one London broker referring to a
new placement of medical mal-
practice reinsurance. "But that will
be the last new one for some time.”

In the United States, Skandia
America Group is another reinsur-
ance market that has become in-
creasingly reluctant to assume new
hospital business.

"We've certainly reduced our in-
volvement in med-mal in general.
We haven't made any specific, an-
nounced corporate decision not to
write it, but we've certainly altered
our view about what we expect in
premium,"” says Thomas M. Tobin,
general counsel in New York.

Skandia is raising its medical
malpractice rates across the board,
though Mr. Tobin would not elabo-
rate on the size of rate hikes beca-
use they vary widely according to
the individual risk.

Rates are "much higher because
payouts are so much higher," says
Mr. Tobin. "It's imposs:ble to
squeeze a profit out of it."

Skandia is not canceling existing
contracts, Mr. Tobin explains. "But
if the prices aren't met, we're not
renewing."”

Although the reinsurance crunch
is cutting the capacity available to
hospital risk managers, medical
malpractice insurance buyers face
another headache: finding cover-
age that is written on an occur-
renee basis.

"We found a real lack of earriers

willing to write occurrence policies.

NOBODY
1T10E7?

You've been through it before. You
picked a carrier because they talked
about all the wonderful things they
were going to do for your client, like
reducing losses. They probably sent
somebody out to look around and make
some suggestions. Then you never
saw them again. When the loss ratio
went up, nobody was home.

Western Employers knows that
effective loss control requires an ongoing
safety program, sound management
training, worker awareness, and keeping
a close watch on the results. It's easy
to see that all this takes time, something
many carriers are unwilling to spend.

In fact, while some carriers just talk
about service, Western Employers

Phoenix, AZ
Fullerton, CA
Los Angeles, CA

assigns a highly trained loss control
consultant to each of its policyholders.
The consultant works with your client's
management to design and maintain a
long range safety program that really
works. That means fewer accidents,
increased worker productivity and sub-
stantially lower workers' comp costs.

The next time you're looking for a
comp carrier give us a call.We don't
hide from our responsibilities.

NNV EESSTT EE=Xrd
| EMPLOYERS
INSURAINCE

515 North Cabrillo Park Drive

Santa Ana, California 92702
714/973-2813 213/588-5151

San Francisco, CA Orlando, FL Roseland, NJ
San Mateo, CA Chicago, IL New York, NY
Bedford, NH

Portland, OR
Dallas, TX
Houston, TX

The majority are willing to write
only claims-made,"” says David
Machnovitz, director-risk manage-
ment at Cincinnati's Jewish Hospi-
tal, which did obtain excess cover-
age on an occurrence basis during a
recent renewal, but only after a
long search.

"The feeling we had was that the
occurrence market won't be there
after 1985," he says.

Underwriters are apparently fol-
lowing the lead of New York-based
General Reinsurance Corp., which
stopped assuming medical malprac-
tice risks on an occurrence basis
last August.

Underwriters using a claims-
made form can "get their business
under better control and have a
handle on the loss experience for a
given year,"” explains Victor Blake,
chairman and chief executive of
CNA Reinsurance of London Ltd., |
which uses the claims-made form.

Some London reinsurers, like the 1

Ibtsnesstyan |

an occurrence form the pro
viso that subsequent renewals will 1
be written on a claims-made form. 1

"No one wants to be the last oc-
currence market. . .l believe in a !
few years' time all these policies |
will be written on a claims-made
basis," said Merrett's Mr. Barrett.

The combination of all these fae- ,
toi's means that hospital risk man-
agers have to dig deep into their q
pockets when they renew their’

Continued on facing page 1

Primary rates
also increasing

While the cost of excess medical
malpractice insurance for hospitals
is soaring, the price of primary cov-
erage is increasing as well, though
not nearly as much as excess
layers.

Underwriters attribute the dou-
ble-digit rise in primary medical
malpractice rates to increases both
in the frequency and severity of
medical malpractice claims.

The St. Paul Cos. Inc., the na-
tion's largest insurer of medical
malpractice risks, expects to in-
crease primary rates in May by
about 30%, according to Richard F.
Pfeiffer, senior underwriting offi-

That would be in addition to a
30% average increase last year, and
would reflect a 30% combined an-
Nnual increase in both claims fre-
quency and severity, he says.

St. Paul expects to write about
$90 million medical malpractice
premiums this year for hospitals.

Rates are increasing "dramati-
cally" this year for some of CIGNA
Corp.'s 175 health care facility poli-
cyholders, says Allyn Hess, senior
vp of INAPRO, CIGNA's profes-
sional liability division.

The company is not imposing an
across-the-board increase but is
looking at each hospital individu-
ally, so he cannot cite a specific fig-
ure, he says.

CIGNA wrote about $26 million
in gross hospital malpractice pre-
miums in 1984.

The Pennsylvania Hospital In-
surance Co., which underwrites
coverage for about 300 hospitals,
will raise primary rates by 30% to
40% and more beginning in June,
according to Paul F. Henning Jr.,
secretary and actuary of the corn-
pany, based in Camp Hill, Penn.

PHICO, which writes up to $1
million in primary coverage and up
to $10 million in excess coverage, is
experiencing a combined annual
increase in claims frequency and
severity of 17.5%, he says.

The company expects its net
written premiums to grow to about
$92 million by the end of this year,
up from $72 million last year. .
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Continued from facing page pay for excess general liability and holders in seven Midwestern states

medical malpractice coverage medical malpractice coverage will

Before malpractice underwriters medical malpractice limits of $1
Coverage was bound late on New issue coverage to hospitals, many million per occurrence and $1 mil-
Blodgett Memorial Medical be three times what he paid last Year's Eve-verbally "It was Just now insist on proof that a hosptial's lion aggregate
Center in Grand Rapids, year, and he attributes the bulk of literally networking over the attending physicians-those doc- Like most other hospitals, Jewish
Mich, renewed its excess mal- the increase to the medical mal- phone on Dec 31," he recalls tors who work with staff privileges Hospital doesn't cover its attending
practice coverage Feb 1 and practice coverage The 614-bed facility obtained the but receive no compensation for physicians under ItS medical mal-
saw its excess medical mal- He declined to say what limits $50 million of excess coverage on the hospital-have their own medi- practice policies, but does cover its
practice rates rise 600%, re- he is shopping for, but in past years an occurrence basis for a 42% pre- cal malpractice coverage Mr 26 employed physicians
ports Bill Devereaux, the hos- has purchased more than $70 mil- mium hike It self-insures its pri- Machnovitz says various un- Despite all the problems experi-
pital's director-risk manage- lion in excess medical malpractice mary coverage, which Mr Mach- derwriters would not even consider enced by hospital risk managers, at
ment and general liability coverage novitz will only say is "in the mil- his risk, or might write it but assess least one buyer is trying to put the
Broker Johnson & Higgins The foundation's primary cover- lions " a 10% premium surcharge, if he situation into perspective
arranged the coverage for the age is placed through its Cayman Diring negotiations, Jewish Hos- could not show that the hospital's "It's clear that prices have been
410-bed facility "with some Island captive, Controlled Risk In- pital encountered a coverage re- 600 attending physicians had their too low We all got bargains we
difficulty,” working on the re- surance Co Ltd striction that it hadn't come across own coverage didn't deserve these last couple of
newal since last November, he The primary coverage provides in the past, but one that other One insurer, for example, re- years," reasons Mr Creasey of the
says limits of $6 million per incident and buyers say is becoming increas- quired each attending physician on Harvard Risk Management Foun-
In November, Mr De- $27 5 million annual aggregate ingly more common the hospital staff to carry personal dation
vereaux explains, one of the CRICO retains the first $1 million
hospital's former excess un- of each loss and 50% of the second
derwriters-New England Re- $1 million, up to an annual aggre-
insurance Corp of Hartford, gate of $22 5 million It reinsures
Conn -threatened to cancel the rest

Public sees role of insurance: Survey

its coverage 54 days before It But Mr Creasey expects he will NEW YORK-The American And, nearly 40% said the passen- "The insurance industry also
expired unless the hospital be asked by reinsurers to assume public believes that the insurance ger airline industry also depends on supports legislation at the state and
paid an additional $16,000 m more of each loss at renewals industry is crucial to economic de- insurance coverage federal level to reduce the enor-
WiIith ItS broker Johnson & Hig- velopment, according to a recent Sean Mooney, vp and economist mous legal costs of administering
The hospital chose to pay gms, the foundation is currently survey for the Insurance Information In- the product liability system and to
rather than lose the coverage, negotiating its April renewal and is More than 70% of the respon- stitute, said it was gratifying to note make the standards of legal liabil-
he said already having difficulty arranging dents to the survey, conducted for that so many people realize the Im- tty more definite, predictable and
A spokeswoman for New reinsurance the Insurance Information Institute portance of insurance in new prod- equitable for all,” Mr Mooney com-
England Re acknowledges that "Some of our previous partici- by Cambridge Reports Inc, said uct development mented
"it was a little unusual to do pants have withdrawn from this that new products could not be de- The results of the survey have
that mid-term,"” but added the line or from the insurance business veloped and marketed without in- try has helped to focus the atten- been published by the Ill in a new
hospital had been "getting a in total,"” he explains, citing Transit surance protection against potential tion of manufacturers on the need quarterly called Insurance Pulse
break" on its rates for the past Casualty Co in Los Angeles and lawsuits for increased attention to safety in Yearly subscriptions to the publica-

three years Northbrook Excess & Surplus In- Also, more than 60% said that design, improvement in quality tion are available for $800 from the

premium

"Moreover, the insurance 1ndus-

New England Re has been surance Co , a subsidiary of Allstate man, small businesses would not control and inspection, and proper Ill, Publications Service Center,
“paring its book" of malprac- Insurance Co (Bl Jan 28, Nov 19, be able to operate without insur- |nstruct|ons and warnings to poten- 110 William St, New York, N Y
tice risks over the past year, 1984, Nov 26,1984) ance tial users," he said 10038

raising rates and becoming "It's clear that the total amount
more selective in under- of insurance available to a hospital
writing, she explains or medical malpractice program

Following its February re- today is less than what it was a year
newal, Blodgett Memorial now or two ago," he says “~And if any-
has primary medical malprac- one is trying to buy occurrence
tice coverage of $1 million per (policies), it's even more difficult "
occurrence and $3 million an- Tim G Walters is one of those
nual aggregate, plus a $1 mil- people
lion umbrella policy, all un- Mr Walters, director of risk
derwritten by Michigan Hospi- management at Bethesda Inc, a
tal Assn Mutual Insurance Co 700-bed Cincinnati-based hospital !
in Lansing, according to Mr system in Ohio, Indiana and Ken-
Devereaux The cost of that tucky, is now trying to renew his
coverage, which includes a occurrence coverage, which ex-
$100,000 per-occurrence de- wes April 1
ductible, increased only 27% He expects that the rates for
on Feb 1 Bethesda's primary coverage, un-

Above that coverage, the cerwritten by Hartford Insurance
hospital has two $5 million ex- Group, will be relatively stable, but
cess layers, whose cost rose "the excess market is gloomy "
600% in February The first "It's available, which is promis-
excess layer is written by Lon- ing compared to 1974 But it's a
don underwriters and the sec- cuestion of price,” says Mr
ond by Pacific Employers In- Walters, who IS working on the re-
surance Co, a Los Angeles- newal with broker Marsh & - 10
based CIGNA Corp unit McLennan Inc in Cincinnati

The hospital currently pays

.- - 1'0.Krk:

He hasn't received any specific Ve~
a premium of $635,000 for the quotes from excess insurers yet, but e
excess coverage, up from last expects he will be asked to increase
year's premium of $78,600, Mr the limits of Bethesda's primary

; > Rm.*se’kim-wEL ,"ib.
DevTehreea(ssyss coverage was choruargree §8 tioSnd milion from

2 LI 5+
formerly written by other in- "The number that seems to be 45-».r-/ "'»'4 fIOF’1
surers, including New England magic to the excess carriers right
Re, he notes now is $4 million," he says Contj

tal Underwritgrs. Ltd. has
" bi 5,*L.1 <*** earned the confidence and respect of

a large and impressive clientele

Mr Devereaux says it wasn't He is looking at excess limits of

poor loss experience that $50 million and expects about a

drove the hospital's rates up, 100% premium increase
pointing out that Blodgett Me- Mr Walters will be pleased to
morial is "much better than obtain the coverage at that price, he
the norm" and "absolutely not says He knows of other local hospi-
a poor risk "
Nor, apparently, is poor loss erage in the last 45 days with bigger
experience the culprit for higher increases, some as high as 300%
rates for the Risk Management Jewish Hospital in Cincinnati,

Foundation of Harvard Medical for example, received quotes from
Institutions in Boston

tals that renewed their excess cov-

about 15 carriers during its recent
The organization, which ar- excess renewal The premiums rep-
ranges insurance coverage for resented increases ranging from
Harvard University, its 14 hos- 79% to 183%, says Mr Machnovitz
pitals and 4,500 physicians, The hospital wanted to purchase
offers insurers a favorable excess coverage written on an oc-
risk, says Daniel Creasey, currence basis, which complicated
president of the foundation the purchase, Mr Machnovitz says
But, Harvard will still see a Using three brokers and one local
maor increase in its general 11- consultant, it took about three
ability and medical malprac- months to find $50 million in excess
tice insurance rates at April limits
renewals, he says "What we thought would be a
"Most of us are going from a very mundane 30-day task turned
Cadillac to a Chevy in terms of out to be a major undertaking," he
the product we're buying, but says
are paying three times as Jewish Hospital's excess cover- 2
much for it | don't know of age with Pacific Employers Insur-
anyone who's writing a check ance Co, expired Jan 1, and it
that's not 3/2 times what they wasn't until the last minute that re-
paid last year," he says placement coverage was found
Mr Creasey estimates the with Ohio Hospital Insurance Co,
premium he will eventually which insures about 160 policy-

- ie©fl' because those terms "average" and
"business as usual" have no part in our
s professional vocabulary During our
numerous productive years in the marine
insurance business, we have been dis-
tinctly unusual in our durability and
- : 4 staying power in trying times Equally
unusual is our willingness to underwrite
Hull and Machinery plus Primary and
Excess Protection and Indemnity And
" most unusual of all Is the consistent
quality of our performance which gives
an added measure of securily to our
clients So If you don't find "average
appealing, please give us a call

Continental

Underwriters, Ltd.

419 Decatur St

New Orleans. LA 70130
Telephone (504} 581-7493
Telex 754622 CULT[) UD
Telefax (504) 581-7497

Corresponden8, lloyd's london
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Doctors look to prevention
as malpractice rates climb

By STEVE TARAVELLA

While physicians and surgeons
nationwide continue to bat.le in-
creases in their medical malprac-
tice insurance costs, some are using
preventive medicine to ward off
hefty rate hikes.

Some doctors are participating in
educational seminars designed to
increase their awareness of medical
malpractice exposures and reduce
the number of suits filed against
them. The seminars are often con-
ducted by their insurers.

"We've done a great deal of loss
prevention education with our
physicians,"” says Steven C. Wil-
liams, vp-underwriting of State
Volunteer Mutual Insurance Co. in
Nashville, Tenn. He notes that the
company last year conducted about

Your operation deserves a second opinion.

The future health of your company ployees may be needlessly exposed to

may very well depend on the kind of busi- underinsured liability losses.
ness insurance you have. Before you renew

Before you obligate your company, a

an old policy, before you consider a new Nationwide Insurance agent can provide a
one, give your company extra protection. timely analysis exposing inadequate cover-
Get a second opinion from Nationwide ages that may threaten the life of your com-

Insurance.

pany. The agent will offer you a check list

You may discover that your property is that will help you make this crucial compari-

not insured for current replacement costs. son for yourself.
Improper coinsurance may someday force
you to share an unexpected you really shou
loss. The favorable lease you mde NATIONWIDE

negotiated with such diffi- m 1 wide agent.

culty may be totally unpro- lj/ INSURANCE Nationwide'

protection for your business.

e Nationwide is on your side

tected. You and your em-

Nationwide is on your side.

Whether your operation is big or small,

Id get a sec-

ond opinion from a Nation-

It's part of
s blanket

Home Office: One Nationwide Plaza, Columbus, Ohio 43216 « Nationwide Mutual Insurance Company

Nationwide Mutual Fire Insurance Company « Nationwide Life Insurance Company
Available in most states. An equal opportunity employer.

50 seminars across the state to edu-
cate physicians and their office em-
ployees on avoiding lawsuits.
Policyholders pay a nominal reg-
istration fee to attend the course,

but receive a 10% premium reduc-

fign.after they attend, Mr. Williams

"Over the long term, we hope it |
will produce fewer losses and less
severe losses," he says.

That seems to be the ease for at
least one class of medical practi-
tioners.

Anesthesiologists, who became
almost uninsurable at the height of j
the malpractice crisis of the mid- 1
1970s, have benefited from im-
proved loss prevention practices
and can now breathe a small sigh of
relief at insurance renewals, some
underwriters say.

Dr. Joseph Sabella, president of
Santa Monica, Calif.-based The
Doctors Co., a major insurer of phy-
sicians and surgeons in the Western
United States, points to anesthesiol-
ogists as one medical malpractice
"success story."

The Doctors Co. has just lowered
anesthesiologists' risk classification,
upon which insurance rates are
based, for a second time. Anesthesi-
ologist policyholders in California
and Nevada are among a handful
of medical malpractice policyhold-
ers who will see only minimal in-
ereases this year, if any, Dr. Sabella
predicts.

The experience of these practi-
tioners has "improved dramati-
cally,"” he says. Through safer
methods of practice and use of
more sophisticated equipment,
"They've essentially cured their
own problem."

A fellow California malpractice
underwriter agrees, noting that the
category "has greatly improved
over what it was 10 years ago."

While malpractice rate increases
are being felt by physicians across
the country, some of the largest are
being felt by policyholders in New
York. The New York Insurance
Department recently granted the
Medical Malpractice Insurance
Assn. a 52% rate hike for its 900
policyholders, and other un-
derwriters in the state are expected
to seek similar increases (Bl, March
4, Jan. 21).

For example, Medical Liability
Mutual Insurance Co., a captive of
the New York State Medical Assn.
with about 15,000 policyholders,
filed March 1 for a 60% rate in-
crease, according to Donald J.
Fager, assistant secretary and trea-

Since that increase would put
MLM's rates in line with those of
MMIA, the Insurance Department
is expected to approve the increase.
The higher rates would be retroac-
tive to the policy year beginning
July 1984.

Mr. Fager says the company may
ask for another increase in July
1985, but he can't estimate how
much.

The company raised its rates 25%
in 1983, 15% in 1982, and 26% in
1981. All the increases were less
than had been requested, Mr. Fager
points out.

The average paid medical mal-
practice claim for physicians and
surgeons in New York cost $119,000
in 1983, up from $36,000 in 1976,
Mr. Fager says.

As one New York underwriter
puts it: "The severity is killing us.
Emotionally-charged juries are
handing over the world for pain
and suffering awards."

However, increases in claims fre-
quency and severity aren't limited
to New York, and policyholders in
many other states also are seeing
their malpractice costs rise.

State VVolunteer Mutual decided
two weeks ago to raise rates an av-

Continued on facing page
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erage of 15%, effective May 1, Mr.
Williams says.

He points out that, depending on
their specialty, some policyholders
will see their rates increase by as
much as 40%.

The doctor-owned company in-
creased annual rates by about 18%
last May, largely because of a 40%
increase in claims frequency in the
second half of 1983, up from the
second half of 1982, explains Mr.
Williams.

Last year, frequency was up
about 5%, and severity up about
10%, he estimates. The company
generated $27.7 million in gross
premium volume in 1984.

The company paid out about $10
million in losses and set aside an
additional $22 miillion in reserves
for unpaid losses, according to Mr.
Williams' estimates.

Increases for physician and sur-
geon policyholders of The St. Paul
Cos. Inc., the largest medical mal-
practice insurance market in the
United States, will average about
25% to 30% this year, according to
the company. This follows a 28%
increase last year, a 16.5% increase
in 1983 and a 14.5% increase in
1982.

The average physician or sur-
geon policyholder now pays St.
Paul about $7,000 in premium an-
nually for malpractice limits of $1
million per occurrence and $1 mil-
lion aggregate, according to the
company.

St. Paul expects to generate
about $350 million in premium this
year from physicians and surgeons.

St. Paul cites both frequency and
severity as the stimulus for rate in-

For instance, last June, the com-
pany reported 16 claims per 100 in-
sured physicians, at an average cost
per claim of $22,400. That's up from
10.5 claims per 100 physicians in
1980, when the average cost per
claim was $15,000.

Chicago-based CNA Insurance
Cos., which has about 10,000 physi-
cian and surgeon policyholders, is
also raising its rates.

Effective Jan. 1, policyholders
saw increases ranging from an av-
erage of 20% in San Diego County,
Callif., to an average of 73% in West
Virginia, said William G, MacLean,
assistant vp-professional liability at
CNA.

The company offers both occur-
renee and claims-made coverage.
Most of its policyholders carry
limits of at least $1 million per oc-
currence and $1 million aggregate,
Mr. MaclLean says. CNA wrote
$75.4 million in physicians and sur-
geons malpractice premium last
yvear.

CNA's rate increases in 1984

ranged from 8% to 17%.

Louisiana Medical Mutual Insur-
ance Co. is raising rates paid by
physicians and surgeons by about
17% this year.

This rate increase follows a 7.5%
increase last year, and a 7% in-
crease in 1983, according to Dr.
Gerald R. LaNasa, president of the
Metairie-based company.

The increases reflect rising de-
fense costs and hikes in claims se-
verity, Dr. LaNasa says.

Most of the company's 2,300 poli-
cyholders carry limits of $100,000
per occurrence and $300,000 aggre-
gate, and about 60% carry excess
limits of between $500,000 and $5
million, most commonly $1 million,
he says. The company reported $10
million in written premiums last
vear.

The company issues policies on
an occurrence but not a claims-
made basis, and requires no deduct-
ible. The company retains the first
$100,000 of each loss, after which
the state's patient compensation
fund pays losses up to $500,000. The
remainder of the risk is reinsured
by General Reinsurance Corp.

Although General Re is shying
away from issuing medical mal-
practice policies on an occurrence
basis (Bl, Oct. 22, 1984), the Louisi-

ana company convinced the rein-
surer to stay on its risks, Dr. LaN-
asa says.

The Doctors Co. has recently
mailed notices of rate increases to
policyholders that will take effect
April 1, according to Dr. Sabella.

"All the companies are increas-
ing their rates now-both the com-
mercial and the doctor-cwned
ones," according to Dr. Sabella.

The Doctors Co. is implementing
across-the-board increases of 25%
in Nevada, Wyomi ng Montana and
San Diego, Calif.

Other policyholders in Southern
California will see a 26% increase,
and those in Northern California

will see an 18,25% increase, Dr. Sa-

bella says.

However, the company has
bwered the risk classification of
certain categories, among them
Lrologists, dermatologists and anes-
thesiologists. These policyholders
will not see increases as large as
others.

The Doctors Co. has about 8,500
policyholders in California and
about 1,000 others in Montana, Ne-
vada and Wyoming. The company
generated $71 million in direct
written premiums in 1984.

The increases are attributable to
about a 15% annual increase in both
claims frequency and severity, Dr.
Sabella points out.

The Medical Insurance Exchange
of California, a San Francisco-
based reciprocal, will also raise

reinsurer will be around in a few years.
Which may be why our clients have always been able to

rates at the start of its next policy
year on Aug. 1, reports William K.
Scheuber, president of Medical Un-
derwriters of California, which
manages MIE.

The actual increase has not yet
been determined, he says, but will
likely be only 5% to 15%, and might
only be applied to certain claim-
prone professionals, such as obstet-
ricians.

MIE, which has 3,500 physician
and surgeon policyholders, raised
rates last year 15% to 20% in Idaho
and Nevada and about 10% in Ha-
waii, Mr. Scheuber says. The 10-
year-old company also writes in
California and Alaska, and took in
about $20 miillion in direct written
premiums last year.

While reinsurance cutbacks are
affecting availability of malprac-
tice insurance for hospitals (see
story, page 1), they are not af-
fecting physicians and surgeons,
sources say, primarily because doc-
tors seek much lower limits than do
hospitals.

Dr. Sabella says The Doctors Co.
recently renewed its reinsurance
treaties at the same rate it paid last
year. Its reinsurance is written on a
claims-made basis by non-U.S. un-
derwriters.

He has not encountered difficul-
ties in obtaining reinsurance or
providing desired limits. "There's
no problem in capacit or availabil-
ity of insurance in California," he

— — -
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AMA plan to cut malpractice rates opposed

The American Medical Assn.'s
recent proposals to lower malprac-
tice insurance costs are meeting
with opposition from leaders in the
legal community.

An AMA task force on medical
malpractice and insurance recently
proposed four major judicial re-
forms aimed at reducing the insur-
ance premiums of both physicians
and hospitals.

The changes the AMA is seeking
are:

- Limiting the percentage of
awards that plaintiffs' attorneys re-
ceive as contingency fees in mal-
practice suits.

= Eliminating punitive damage
awards in malpractice suits.

Limiting awards for mental an-
guish and pain and suffering.

= Permitting or requiring courts
to award damages through struc-
tured settlements rather than in
one lump sum.

The AMA is encouraging its
members to garner public support
for these measures and to lobby for
them at the state and local level,
explains Dr. James E. Davis, the
speaker of the AMA's House of
Delegates. Dr. Davis is also presi-
dent of Medical Mutual Insurance
Co. of North Carolina, a physician-
owned medical malpractice insurer
in Raleigh.

But the group is receiving oppo-
sition from two prominent law
groups, the Washington-based

Chicago RIMS

honors Hines
in symposium

CHICAGO-The Chicago Chap-

ter of the Risk & Insurance Man-

agement Society, in conjunction
with the Insurance School of Chi-
cago, will present an insurance eco-
nomics symposium in memory of
the late Harold H. Hines Jr., former
president and chief executive offi-
cer of Rollins Burdick Hunter Co.

The symposium will be held
from 3 to 5 p.m. April 11 at the
Union League Club, 65 W. Jackson
Blvd. in Chicago.

The symposium will feature an
informal seminar for financial offi-
cers, risk managers and other
members of the financial commu-
nity on the crisis in insurance costs,
followed by a presentation of for-
mal papers on the subject of insur-
ance economics written by speak-
ers at the seminar.

Speakers will include Robin A.G.
Jackson, director, Merrett Holdings
P.L.C.; Donald E. Harder, vp, Na-
tional Accounts Department for the
CNA Insurance Cos.; Ed Overman,
president of the American Institute
for Property and Liability Un-
derwriters Inc.; and C. Arthur Wil-
liams, professor of economics and
insurance at the University of Min-
nesota.

The symposium is being held in
memory of insurance executive Mr.
Hines, who died suddenly last sum-

In addition to the post of presi-
dent of Rollins Burdick Hunter,
Mr. Hines had served as president
and chief operating officer of Ryan
Insurance Group Inc. and execu-
tive vp of Combined International
Corp. Before joining Ryan, Mr.
Hines held several positions with
broker Marsh & McLennan Inc.,
including president and vice chair-

After the symposium, Patrick G.
Ryan, president and chief execu-
tive officer of Combined Interna-
tional Corp., will host a reception
for those in attendance.

There is no charge to attend; res-
ervations can be made by calling

the Insurance School of Chicago,
SB1=2—a—27 25220 .

American Trial Lawyers Assn. and
the Chicago-based American Bar
Assn., both of which object to
changes in the judicial process to

address the medical malpractice di-
lemma.

"It looks like there is a serious
problem, but not a tort system
problem. If an individual doctor is
paying a large percentage of his in-
come for insurance, it's an insur-
ance problem," says an ATLA
spokesman.

"We think insurance companies
aren't in as dire shape as they say,
and are making a whole lot more
money than they're willing to talk
about," he says. "If they've been
losing money as long as they say
they have, why are they still in it?"

John C. Shepherd, president of
the ABA, says some of the AMA's
proposals are "narrowly focused"

and "so exaggerated and so critical
of our legal system that | have to
disagree (with them)."

For example, Mr. Shepherd, a
defense attorney with Shepherd,
Sandberg & Phoenix in St. Louis,
says that establishing standards
that apply only to the medical pro-
fession is "not well thought out and
not warranted.”

Dr. Davis, however, contends
that the AMA's proposals are valid.
"Physicians are held to a standard
of care that no one else is held to.
The public expects a perfect result
the first time out," he explains.

Mr. Shepherd of the ABA main-
tains that punitive damages are ap-
plicable in malpractice litigation.
"The concept of punitive damages
is to act as a deterrent to inappro-
priate conduct," he says.

But the AMA's Dr. Davis says,

"We really don't think punitive
damages have anything to do with
professional liability." It's inappro-
priate to subject professionals who
work in "a continually changing,
inexact science like medicine” to
punitive action, he says.

However, Mr. Shepherd says pu-
nitive awards have not really been
troublesome for the AMA's mem-
ber-physicians, noting that the
ABA's recent five-year study of
malpractice cases couldn't find one
appellate decision in the United
States that upheld a punitive dam-
age award against a doctor.

Mr. Shepherd also contends that
limiting the size of an attorney's
contingency fee violates constitu-
tional rights to contract. Plaintiffs
have the right to enter any type of
agreement with an attorney that
they wish, he says.

win plan. 15 seconds to spare?

win plan is what we call our international

employee bendit concept

that doesn't cost the customer a penny.
And that being so, getting more information
sure won't cost you a thing, either.
Just send us your business card.

winterthur

And, according to the ATLA,
"The contingency fee is the only
way for the injured poor person to
take on a legal issue with talented
help. It opens up the door to both
poor and middle-class plaintiffs."

But, the AMA's Dr. Davis says
contingency fees are placing an in-
creasingly smaller portion of the
award into the plaintiff's hands.
The AMA wants a cap placed on
the lawyer's fee, with the percent-

age decreasing as the size of the
award increases.

The AMA also wants to limit
awards for pain and suffering,
whose amounts Dr. Davis says have
been "blown out of proportion."

But doing so would be "in-
herently unjust” and would limit
compensation only to those plain-
tiffs whose injuries are apparent
and physical, the ATLA says. m

«Winterthur» Swiss [nsurance Company, International Division, Rudolfstrasse 1, P. O. Box 286, CH-8401 Winterthur
Tel.: 0041-52-85 5343, Telex: 896785 wias ch, Telefax: 0041-52-224442
«Winterlhur» Swiss Insurance Company, U. S. Marketing & Service Unil, 55 East Jackson Boulevard - 12th floor
Chicago, It 60604, USA, Tel.: 822-4512, Telex: 25287
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Benefit managers find job fulfilling: Survey

Continued from page 3
with their company for nine years

"Not only are they satisfied with
their jobs, but with their companies
as well," the Segal spokesman noted.

More than 90% of the benefit
managers who responded to the
survey said they hope to still find
themselves in the benefits field a
year from now, and 66% reported
they expect to remain in the field
for at least five years.

Fifteen percent of respondents in
1984, however, reported that they
would rather be in a different pro-
fession, compared with 12% in 19B2
and 21% in 1980. Of this group, most
said they were interested in the
closely allied fields of personnel
and consulting.

The No. 1 concern of benefits

managers still appears to be-as it

Nearly all the respondents reported their

department's workload has grown since 1982,

with 76% also reporting an increase in

responsibilities, accompanied in most cases by

an expanded budget and staff growth.

was in 1982-health care cost con-
tainment. The increase in health
care costs was ranked second in im-
portance in 1980, and it was ranked
ninth in 1978.

Communicating benefit prob-
lems was the second-most impor-
tant concern in 1984. Keeping
abreast of changes in the law
ranked third.

Tied for the fourth-most impor-
tant issue was compliance with

both the Employee Retirement In-
come Security Act of 1974 and the
Retirement Equity Act of 1984,
along with benefits design and co-
ordination and company mergers,
acquisitions and spinoffs.

In fifth place was compliance
with the Deficit Reduction Act of

1984.

The spokesman noted that sev-
eral well-publicized issues were not
listed as concerns by many benefit

win plan. Three minutes to spare?

The Employee Benefit Concept is called win

p/an. The name doesn't just come out of
nowhere: it stands for Winterthur Inter-

national Network. Because Winterthur

operates a world-wide service organiza-

tion.

Our specialists are thoroughly
familiar with the situations in the var-
ious countries: so in the basic concept
important local factors are not simply
taken into account but fully integrated.

The win p/an helps multinationals
to standardize employee benefits and
provides contractual transparency at
extremely competitive retentions.

To customers, the win p/an creates
no additional costs; quite the contrary, it
helps them to save. win's main feature
is a comprehensive correlation of all
local insurance plans.

The win p/an offers the greatest
flexibility in arranging your multina-
tional pooling agreement.

There are 7 experience rating systems to

choose from ranging from stop-loss,

where the network absorbs the risk of
overall excess loss, through a loss carry-
forward system in 5 variations, to what
in practice amounts to an elimination of
risk charges, where the parent corpora-
tion absorbs the overall excess loss risk.

The win multinational account pro-
vides detailed and full disclosure of all
items in ways not otherwise readily
available to corporate management,
along with the necessary information to
keep closer control on the corporation's
foreign benefits program.

Such as:

0 changes in personnel membership
and turnover throughout the year;

0 accurate separate claims identifica-
tion for death, disability, severance,
medical and other benefits;

« a full breakdown by categories of re-
serves set up by local insurers, such

as reserves' for retirement pensions,
widows' and orphans' pensions, dis-
ability claims, unpaid local dividend
reserves, and all other types of

If outgo exceeds income Winterthur
carries the loss according to the expe-
rience rating system chosen by the cor-
poration. On the other hand, if the
overall result shows a positive balance,
this will be paid to the customer.

Being an all-line insurance carrier,
Winterthur is in a position to offer its
customers the win-p/an 2:a pooling ar-
rangement for accident and health in-
surance. This separate treatment has the
additional advantage that any adverse
experience on the accident and health
pool does not affect the favorable results
for life and pension coverages.

Winterthur does business worldwide, i.e. in

all economically important countries.
Founded over a hundred years ago, it's a
top rank Swiss insurance company and
belongs to America's top 50 and Eu-
rope's top 10 insurance companies. It's
obvious that a strong international pre-
sence offers considerable advantages
to multinational corporations.

Winterthuts International Division isthefocal

point for international companies and
their brokers within the Winterthur
Organization managing and coordi-
nating all lines of insurance in all coun-
tries.

Whatever the insurance problems
you may be faced with, the International
Division has specialists to solve them.

We offer solutions to international
insurance problems. Just as others do,
too. But we have the special advantage
of being located in Switzerland with its
O political stability
0 strong financial centers
0 lack of currency restrictions
0 comparatively low taxation

To get more details.just send us your

business card.

L

wintel'thur

.-.. insurance
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managers, like the issues of age dis-
crimination, day-care benefits and
group legal services.

This was unusual, "given the at-
tention that has been given to these
areas," the spokesman noted.

The profile of the "average" ben-
efit manager has remained, for the
most part, unchanged between 1978
and 1984. The typical manager is

most likely to be a college-educated
male in his late 30s or 40s.

The number of female benefit
managers has increased signifi-
cantly since the last survey in 1982,
the spokesman said. Some 29.5% of
the benefit managers surveyed in
1984 were women, compared with
17.6% in 1982.

The average benefit manager is
slightly younger than in previous
years, the survey indicates, with
the average age of respondents

dropping to 40.3 years in 1984 from
42.2 in 1982.

Almost 80% of those surveyed
were either in their 30s or 40s; 12%
were in their 505; and only 3% were
over age 60. Five percent were in
their 20%$.

Ninety-three percent of respon-
dents were college graduates, com-
pared with 87% in 1982. Slightly
more than half-50.5%-reported
they had degrees in business and
related subjects, including finance,
economics or management. The
largest single group, 16.8%, how-
ever, reported they had majored in
the humanities.

More than one-third of respon-
dents indicated they had graduate
degrees. Of those with graduate de-
grees, 63.3% pursued business-re-
lated subjects. An additional 8.3%
earned law degrees, and 11.6%
earned advanced degrees in the hu-
manities or psychology.

A large number of respondents-
42%-entered the benefit manage-
ment profession via jobs in person-
nel management or industrial rela-
tions. Other springboards indicated
in the survey were insurance com-
panies, 19%, and accounting, 12%. A
small number also reported enter-
ing benefit management after leav-
ing financial institutions, consult-
ing, actuarial and data processing
and the legal profession.

Close to half of the respondents
-48.6% -worked for manufactur-
ing companies. The next-largest
employer category was finance,
14.3%, followed by retail trade,
7.9%.

Respondents worked for com-
panies with annual average sales of
$1.9 billion and an average of
16,040 employees.

Free copies of "A Confidential Sur-
vet, of Benefit Managers" are avail-
able by writing to Jack J. Friedman,
director of information services,
Segal Associates, Martin if. Segal

Co; 730 Fifth Ave., New York, N.Y.
10019.
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Her job
IS to get him back to his job

One of the most important things Unionmutual can do to save your client money is the rehabilitation

) o ) i of a disabled employee.

Our regionally located rehabilitation coordinators have first-hand knowledge of local resources and

local expertise to be more resFonswe to your client's needs. They are Certified Rehabilitation Counselors
who work directly with benefit recipients and other rehab professionals in identifying transferable skills,
developing retraining programs, and performing on-site job analysis to modify work stations if necessary.
Rehabilitation is an important key to cost control. It means savings in benefit payments, elimination of

huqe_ reserves, and reductions in the hiring and training of new employees. It means both keeping a
Claimant as a valuable employee and also

increasing company morale when a disabled
co- worker is able to return.

Innovation in rehabilitation is one reason

why Unionmutual has led the industry in Group
LTD sales for eight years.* And why we're known Name
for excellence in our full range of employee
benefit plans.

For more information on how Unionmutual's
rehabilitation coordinators can help your clients,
contact your local Unionmutual representative or Address

return the coupon today.
= Employee Benefit Plan Review, April 1984

I'd like to know more about Unionmutual's Employee
Benefits plans and rehabilitation programs.

Title

Company

City State Zip
Telephone Number

Mail to: Unionmutual, Corporate Marketing
2211 Congress Street
Portland, Maine 04122 s13/85

Unionmutual

® Putting employee benefits
in a whole new light.

Union Mutual Life Insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance Co. of America, Portland, Maine 04122 (All states except New York)
Unionmutual Stock Life Insurance Company of New York, Elmsford, New York 10523 (New York State only)
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ALIVE AND WELL

Tight market fosters

By Sidney Pine

considerable increase in thie number of new capfives
These will include both wholly owned and group
captives. At the current time, management companies,
as well as lawyers and accounting firms involved in this
area, are reporting a sharp increase in both the number
of inquiries and in the number of retainers.

I make this prediction in spite of a number of
published articles that have forecast the demise of the
captive. (It is not surprising that several of the authors
ire the same persons who ridiculed the captive
movement in the 19505 and who forecast then an early
death for the movement.)

The captive movement had its greatest growth in the
19605 for property coverage and in the 19705 for
casualty coverage. During that time, hundreds of
multinationals and large industry groups formed
Bermuda-based and other offshore captives. These
included almost half of the Fortune 500 companies.
Today, the total number of captives worldwide is almost
2,000.

Why did these companies adopt the captive? What
was the primary purpose and motivation? The answer
is clear. Companies, especially in the 1970s, were
either unable to get the coverage they needed or, if
coverage was available, the cost was considered
unreasonable.

Included in the exposures that the commercial
market would not or could not insure were confiscation,
strikes, product guarantee, product recall,
environmental risks, pollution, nuclear fallout and
numerous other risks.

Many companies were unable to get any coverage for
such exposures as professional liabilities for
malpractice, oil operations, certain marine and aviation
risks, utilities and others.

Finally, large companies and industry groups found
that where some insurance was available the price was,
in their opinion, exorbitant. For example, for product
liability and malpractice exposures, the premiums often
increased to ridiculous levels that exceeded the
aggregate limits provided.

Those who predict the doom of the captive base their
predictions upon the loss of tax advantages. They state
or infer that the sole or, at least, the primary reason
why multinationals formed captives was to obtain tax
advantages.

This is just not so.

Although many of the parents of captives did enjoy
some tax advantage, the real reason-the primary
inducfment-was to obtain needed coverage at
reasonable prices.

A crisis had developed. The undercapacity of the
market forced these companies and groups to seek some
other alternative.

| have been involved completely or, at least to some
degree, in the formation of captives for more than 200
multinationals and numerous group captives. | dealt
with top management of these companies and groups
and know from our meetings and conversations that
their reasons were as stated above, i.e., the inability of
the commercial market to perform.

These companies and groups were forced to find
adequate protection at reasonable cost. After

Sidney R. Pine is counsel to the law
firm Of LeBoeulL Lamb, Leiby &
MacRae in its New York office. MT.
Pine has advised numerous clients on
the establishment and operation of

captive insurance companies.
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investigation and study, they chose as the alternative
the captive insurance company.

Approximately 2,000 companies with captives (some
for as long as 30 years) have enjoyed:

- Reduced insurance costs. This was most often

mentioned as the primary reason for the formation of
the captive during the capacity crunches of the 19605
and 1970s.

The captive eliminated or sharply reduced such costs
as broker or producer commissions and other
acquisition or sales costs, including expenses for
marketing, advertising and administration, and the
duplication, in many cases, of engineering and
inspection services performed by both the commercial
insurer and the policyholder.

Insurance experts familiar with the past operations of
captives estimate these costs alone have accounted for
about 35% of the standard commercial premium. Also,
experience has shown that a captive, especially an
offshore captive, can usually obtain cheaper excess loss
coverages and, often, on better terms.

captives, despite tax changes

CC TAX
AAMANTAGES

< Insurance for risks not obtainable in the
commercial market. In most cases, this was either the
first- or second-most important reason for the captive
during the 1970s. Even during the soft market of the last
seven years, captives, often with the help of the more
flexible reinsurance market, were able to insure risks
otherwise uninsurable. In addition, broader coverage
has been available to the captive.

Most companies prefer a consolidated insurance
program for the parent and all of its subsidiaries. A
captive makes possible the same coverage for all
countries. The captive accomplishes this by providing
direct insurance in those countries that legally permit it,
difference in conditions coverage in other countries and
reinsurance of fronting companies in countries with

mandatory stated perils or restrictive laws.

= Increased cash flow and investment income.
This has been and continues to be one of the more
important inducements for the formation of the captive
Continued on next page
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perspective

Tax changes won't be the death of captives

Continued from precedtng page
and for its continuance This advantage
has been most appealing to financial vps

and treasurers

of the premiums paid by its parent and

with other captives also involves
reinsurance techniques

Among the other advantages the captive
enjoys are complete freedom of
The captive has the use and enjoyment investment, centralized insurance
management, and the ability through

multinational.

risks was taxed each year to the parent

It has been estimated that more than
95% of all risks insured by captives in
Bermuda, Cayman, the Bahamas and

other countries in the Western

they have been stripped of almost all these
tax benefits | would expect that such
companies, if they have no other purpose,
would or should liquidate their captives or
cease operations

There is, in addition, incontrovertible

subsidiaries The cash flow thus generates reinsurance to move funds across national Hemisphere are, in fact, U S risks Thus, proof that avoidance of tax was not the

benefits for the corporate family rather borders

than a commercial insurer

where the captive reinsures part or most

company Reinsurance premiums are
generally payable as earned, at the close of

a predetermined period, usually quarterly advantages has had no impact on widely
Because gross premiums are traditionally held group captives Group captives,
especially those with a sufficient number
of shareholders (to avoid being classed as a deductible under Section 162 of the code at average combined ration of about 120%
payable to the reinsurer during the period "controlled foreign corporation"), continue the time of payment It thus appears that
to enjoy substantial tax advantages
Among other benefits, premiums are

paid in advance, the captive retains the
investment income on the premium

of this "float "

= Direct access to reinsurance

markets. Reinsurance is the keystone of
an effective operation of a captive Since

form the captive Although desired, tax

of the risk with a commercial reinsurance advantages were not, except to a few

companies the reason for the captive
The elimination of a captive's tax

Subpart F tax, they can accumulate

U S multinationals have, for years, been
As | have said above, tax factors played paying taxes on the income of their
An increased cash flow is possible even a non-controlling role in the decision to

tax code

reinsurance companies generally deal only sold or redeemed or the captive liquidated advantages

with other insurance companies, a captive and all gain taxable on a capital gains basis
rather than as ordinary income

With reference to wholly-owned
lower-priced insurance Reinsurers are the captives, the tax situation is quite

is one way of gaining access to the
reinsurance market, which often means

"wholesalers" of the insurance industry different

Reinsurers are flexible and creative

Access to this market opens up

tax advantages available to the

possibilities for financing risks that are not multinational owning a captive After that Reform Act of 1984

available or permitted in the primary

transfers and sliding scale profit
participations are a few of the examples

date, the captive of a multinational was
market Loss reserve discounting, portfolio deemed a "controlled foreign corporation
and under Section 953 of the Internal
Revenue Code all of the captive's income
Increased savings through pooling risks from the insurance or reinsurance of U S risks, they have by now discovered that

captives Income from the insurance or

reinsurance of foreign risks did escape
current taxation under Section 953 of the

In 1972, the IRS adopted its position
(later published as Revenue Ruling 77-316) need and have a combined ratio of well
that premiums paid by aUS company to below 100% Compare this with the
its wholly-owned captive were not tax

at the time of the major increase in
captives, the most significant tax
deductible when paid, there is no current advantages had already been eliminated
This, alone, would demonstrate that very
certain income tax-free and shares can be few companies were motivated by tax

There remained some tax benefits for

insuring or reinsuring foreign risks and
for those international companies with

If companies were formed solely
because they had substantial excess
foreign tax credits or to avoid taxes on
income from the insurance of their foreign alternative The captive, in my opinion, is

primary reason for forming captives

It is a fact that not a single captive
writing primarily the parent's risks has
been liquidated or ceased to function as an
insurance company for tax reasons

Why should they9 They are generally
well managed, obtain the capacity they

commercial insurance industry with an

| repeat my predictions that during the
new few years, at least, there Will be a
subsequent aggregate increase in the
number of new captives

Look at the commercial market today
There is a severe undercapacity
Premiums have increased substantially
Insurance companies are demanding
higher and higher retentions Insureds are
finding it impossible to obtain all of their

substantial excess foreign tax credits But needed insurance not only in the products
these companies were relatively few in
Before Jan 1, 1963, there were valuable number, and these remaining tax benefits many other coverages
were largely eliminated by the Tax

liability and malpractice areas but for

Does this sound familiar

They are exactly the conditions that
existed in the commercial market in the

early 1970s Again, large companies and
substantial groups must find an

the logical choice

Mo benefits for asthma caused by emotional trauma

Asthma attacks allegedly brought on by emotional
trauma after discovering an employer's alleged
defalcations were not compensable injuries entitled to an
award of workers compensation, a Florida appellate court
ruled

Betty Warren was employed as the legal secretary,
office manager and bookkeeper for a law firm Ms,
Warren had suffered from non-disabling chronic asthma
since 1968, and her condition was well-controlled with
medications

On Nov 27, 1981, while Ms Warren undertook to

balance and reconcile the firm's trust account, she

legal briefs

connection to establish a compensable injury Wolbert,

Unborn child's domicile is that of his mother

The domicile of a child not yet born at the time of his
father's injury was the mother's domicile at the time of
the child's birth, according to a ruling by a New Mexico

Saxon & Middleton vs Warren, District Court of Appeal of appellate court

Florida, Jan 20,1984, rehearing denied, Feb 13,1984
(BI/O1/M -$5)
Montana court rules on punitive damages

The Supreme Court of Montana ruled that public policy
permitted insurance coverage of punitive damages in that

discovered certain discrepancies and irregularities that led state.

her to believe that one of the partners might have
improperly withdrawn approximately $16,000 from the
account funds She attempted to discuss this with the
partner, but to no avail

Immediately, Ms Warren's asthma worsened to the

A bank was named as a defendant in three wrongful
repossession cases Transamerica Insurance Co undertook
the defense of the bank under an insurance policy issued
to the bank.

However, Transamerica reserved ItS rights under the

point that her medications were not controlling it On the insurance contract with the bank and denied any
morning of Dec 1, 1981, while she was on the way to see coverage for punitive damages under the insurance
her doctor, Ms Warren stopped at her law firm's office in contract

order to attempt to speak to the partner, but again he
refused to talk to her

Ms Warren proceeded to her doctor's office, but the

Transamerica argued that Montana public policy forbids

such coverage for punitive damages The federal trial
court, where the repossession suit was filed, requested the

doctor was unable to reheve her attack Ms Warren then Montana Supreme Court to determine what the Montana

was hospitalized for five days, and she required several
months of treatment thereafter Ms Warren filed for and

law was on the question

The state Supreme Court said that it found nothing in

was awarded payment of past medical bills The employer the state Constitution declaring a public policy on the

appealed the award

The appellate court concluded that because Ms
Warren's attack was not precipitated by any physical
condition to which she was exposed in the workplace and

question of punitive damages Nor could the court find
anything in the state statutes amounting to an express
statement on this public policy issue

The court rejected Transamerica's argument that

because no unusual physical effort or event occurred, the because punishment is an explicit aim of punitive damages

emotional strain alone was an insufficient causal

These abstracts were prepared by Cases Unhmited

there can be no punishment if a defendant is permitted to,

in effect, "shift" the financial burden of the imposed
punishment to his insurer
In addition, the court observed that empirical

Therefore, the court ruled that since the domicile in this
case was outside the United States, the child was not
entitled to dependent benefits

On March 19, 1981, Guillermo Ponce was employed as a
ranch hand on a New Mexico ranch While shaking a
rabbit out of a 30-foot movable aluminum irrigation pipe,

the pipe came into contact with a high-line electric line
Mr Ponce died of electrocution

At the time of the accident, Mr Ponce lived on the
ranch with Marcelina Herrera who although she was not
married to him, was pregnant with his child Following
the death of Mr Ponce, Ms Herrera returned to Mexico
There she gave birth on Oct 4, 1981, to the child,
Guillermo Gomez

This claim for dependent's benefits was filed on the
child's behalf The trial court ruled in favor of the child

The appellate court reversed, stating that a minor at the
time of birth has the same domicile as the parent with
whom he lives

According to the court, it was undisputed that the
mother's domicile at the time of her child's birth was
Mexico Thus, that was her child's domicile, according to
the court

Since his domicile at birth related back to the time of
the Indury, the child was not resident or domiciliary of the
United States at that time, the court said, and had no claim
for benefits Gomez us Snyder Ranch, Court of Appeals of
New Mexico, Dec 6, 1983, Certiorari Quashed, March 20,
1984 (BI/03/M -$5)

Inc. A copy of an ent:re deciston may be obtained by observation informed it that many kinds of willful and f
sendzng a check for $5 made out to Cases Untimited wanton conduct are never successfully deterred by
to Busingss Insurance, 740 N Rush St., Chicago, Il punitive damage awards First Bank (NA)--Billings us
60611. List the number for each optnlon Transamenca, Supreme Court of Montana, April 3, 1984
— CE= 1 CD>—— _ - I~ -$5)

The Ask a Benefit Manager column by Joseph Duva,

regularly scheduled for this issue will appear instead
in the March 25 issue



1984 reti rement law to boost

pension plan participation

By JERRY GEISEL

WASHINGTON-More liberal
pension plan participation and
vesting rules laid down by the 1984
Retirement Equity Act (BI, Aug. 20,
1984) will add several thousand
people to the nation's pension
plans, according to the Employee
Benefit Research Institute, a Wash-
ington-based benefits think tank.

An REA provision that lowers
the age at which a pension plan
must allow workers to participate
to 21 from 25 will add about 583,000
new plan participants in 1985,
EBRI estimates.

Also, an REA provision that
lowers the earliest age at which
vesting credit must be given for
service to 18 from 21 will add
325,000 vested workers this year.

Another provision, which re-
quires pension plans to offer to all
workers who have vested the op-
tion of electing a survivors' benefit,
will result in 44,000 people collect-
ing survivors' benefits this year.

Before the REA's enactment,
many retirement plans only of-
fered the survivors' benefit option
to vested workers who also had
reached the plan's early retirement
age, which usually was 55.

More information on the REA is
contained in an EBRI issue brief
"Impact of Retirement Equity Act,"”
available for $10 from EBRI, 2121

K St., N.W., Suite 860, Washington,
D.C. 20036.

Pension study urged

House Ways and Means Commit-
tee Chairman Daniel Rosten-
kowski, D-Ill., says Congress
should take a broader look at pen-
sion plans.

"Too often in the past, we have
looked at individual vehicles in iso-
lation and from strictly a tax policy
perspective rather than in conjunc-
tion with Social Security program
issues," Rep. Rostenkowski says.

Rep. Rostenkowski says he wants
to learn "whether there is a retire-
ment income policy in this coun-
try" and to what extent the tax law
and Social Security are meeting re-
tirement income goals.

IRAs surveyed

Some 23 million households have
opened Individual Retirement Ac-
counts, but many more IRAs would

be set up if Congress liberalized
contribution and withdrawal rules,

. according to a new survey.

For example, if Congress allowed
IRA funds to be withdrawn with-
out penalty for the purchase of a
home, education expenses or finan-
cial emergencies, some 19 million
more households might set up an
IRA, according to the Investment

Co. Institute, a Washington-based
association of mutual funds. An

IRA owner who withdraws funds
for any reason before age 591,5 now
incurs a 10% tax penalty.

Also, if Congress increased to
$4,000 from $2,250 the maximum
annual amount an employee with a
non-working spouse could contrib-
ute to an IRA, some 5 million more
households might open or expand
IRAs, the Institute says, based on
survey projections.

Data for the survey was obtained
from 3,500 households that re-
sponded to a questionnaire devel-
oped by the Institute and Market
Facts Inc., a market research firm.

Group coverage varies

The extent of group health insur-
ance coverage varies by race, na-
tional origin and geography, the
U.S. Bureau of the Census reports.

Some 78.1% of whites were cov-
ered by employer-provided health
insurance plans during the last

washington

three months of 1983, the Census
Bureau says in a population report
"Economic Characteristics of

Households in the United States.”

However, just 54% of blacks and
52.1% of those of Spanish origin
were in employer health care plans
during the same period.

Geographically, coverage in em-
ployer-provided health care plans
was highest in the Northeast,
where 89.7% of the population had
coverage. Elsewhere in the coun-
try, 87.9% of those in the Midwest
were covered by employer plans,
81.7% of those in the West were
covered and 81.3% in the South

wWwere coversed., -
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Delta's cost containment safeguards are unmatched by any other plan.

Everyone agrees on the importance of cost con-
tainment. But few agree on the best way to achieve it.
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stand. And costs are kept to a minimum.
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Howden

Robert B. Clay has been pro-
moted to president and chief oper-
ating officer of Atlanta-based Alex-
ander Howden Insurance Services,
an excess/surplus lines unit of
Alexander & Alexander Services
Inc. He had been executive vp.

Mr. Clay succeeds Dave Wolf
Jr., who has been elected vice
chairman of Howden Insurance
Services. Mr. Wolf, who had been
president of the company since it
was formed in 1981, continues in
his post as chief executive officer.

Other excess/surplus changes:

Patrick S. O'Flynn named
chairman, president and chief ex-
ecutive officer of Interstate Na-
tional Corp. in Chicago and its sub-
sidiaries. Mr. O'Flynn remains ex-
ecutive vp-specialty lines for Fire-
man's Fund Insurance Co., Inter-
state's parent. He succeeds Donald

Insurance Services promotes Clay

comings & goings: industry

E. Jeffers, who retired.

Richard E. Stone named chair-
man and chief executive office of
L.W. Biegler Inc., following the re-
tirement of Louis W. Biegler. Mr.
Stone joined the Chicago-based un-
derwriting manager as vice chair-
man in 1984. He had been president
of First State Insurance Co.

Robert M. Plunk promoted to

executive vp at Preferred Risk Mu-
tual Insurance Co. in West Des

Moines, lowa.

Insurers

Shepard P. Pollack named

president and chief executive offi-
cer of Fire man's Fund American

UNDE!"MW

youn

Life Insurance Co. in Novato, Calif.

James W. Cannon and Roger
H. Eigsti named executive vps at
SAFECO Corp. in Seattle. Mr. Can-
non will continue as president of
SAFECO's property and casualty
insurance subsidiaries, and also as-
sume responsibility for SAFECO's
administrative services. Mr. Eigsti,
previously president of SAFECO's
life and health insurance subsi-
diaries, will be responsible for the
company's investment, credit,
surety and controller's depart-

ments. Replacing him as president
of the life and health units will be

Richard E. Zunker. Mr. Zunker
served most recently as senior vp
in charge of group and pension op-

FUTURE

Throughout the insurance
industry, the most re-
spected designation for
the property and casualty
professional is the CPCU.

Whether these letters
follow the name of a

risk manager, agent,
broker, consultant, under-
writer, actuary, attorney,
claims specialist, or
insurance company exec-
utive, one message is per-
fectly clear. The CPCU is
a responsible individual
who is well educated,
experienced, and dedi-
cated to the highest
standards of excellence
in the industry.

CPCU stands forChartered
Property Casualty Under-
writer. It represents the
completion of a series of
ten college level examina-
tions dealing with a broad
spectrum of insurance and
related business subjects
administered by the Amer-
ican Institute for Property
and Liability Underwriters
in Malvern, Pennsylvania.
Since 1944 the Society of
CPCU with its over 14,000
members and nationwide
network of 135 chapters
has provided its members
with a variety of stimula-
ting education programs.
The chapter structure

offers unique opportuni-
ties for Society members
to provide service to their
profession, their com-
munity and to the insur-
ance-buying pubilic.

If you're committed to the
insurance profession; if
you have career objec-
tives and the motivation

to get ahead, you may be
a candidate for CPCU.

Find out today. Enter the
ranks of the most dis-

tinguished professionals
in the insurance industry.

Kahler Hall, Providence Road, CS No.9, Malvern, PA 19355

Yes, | am interested in learning more about the CPCU Designation.

Please forward information to:

Name

Company

Address

City

State

81385

Zip

erations.

At SAFECO Insurance Co. of
America in Seattle, James Bur-
kett and Dan MclLean elected se-
nior vps. Also, three regional vps
named: Karl Kreitzer, Northeast
Region in St. Louis; Michael Whi-
tely, Southwest Region in Denver;
and Wesley Malcolm, Southeast
Region in Atlanta.

Liberty Mutual Insurance Co. in
Boston has made the following ex-
ecutive-level changes: Gary L.
Countryman, presiden: of the
company since 1981, given the ad-
ditional designation of chief operat-
ing officer. William E. Cemmack
also named executive vp. He had
been vp and manager of Liberty
Mutual's Southwest Division, head-
quartered in Dallas. And, James L.
Walker replaces Mr. Commack as
vp and manager of the Southwest
Division. Mr. Walker had been as-
sistant vp and assistant manager of
che company's Middle Atlantic Di-
vision, headquartered in Bala-Cyn-
wyd, Pa.

Justin N. Tierney named presi-
dent and chief executive cfficer at
NORCAL Mu-
tual Insurance
Co. in San Fran-
cisco. Mr. Tier-
ney succeeds
Stuart D. Men- 0 - 4
ist, who retired.
Mr. Tierney pre-
viously had 1
served as presi-
dent of British-
American Insur- Mr. Tierney
ance Co. Ltd. in
Nassau, Bahamas.

Frank Ceraolo promoted to vp
of Beaver Insurance Co. in San

Francisco. Mr. Ceraolo, who joined

Beaver in September 1979, pre-
viously was a resident vp. He also
will continue to be responsible for
operations in Southern California.
Steven J. Smith appointed exec-
utive vp-Office of the Chairman of
the Continental Corp. Mr. Smith,
who joined Continental in 1982,
had been senior vp in the chair-

man’'s office.

Reinsurance

C.E. Erickson named executive
vp of Reinsurance Underwriters
Corp. and RUC's parent company,
Signet Reinsurance Co. in Convent
Station, N.J., units of the W.R.
Berkley Group of Cos. Mr. Erick-
son, who will continue to perform
the duties of secretary of the cor-
poration, joined RUC and Signet Re
in 1977.

Brendan M. Finn and Joseph
P. Pazdan named principals of
Towers, Perrin, Forster & Crosby
in Philadelphia. Mr. Finn most re-
cently served in the casualty facul-
tative department at the company's
San Francisco office. Mr. Pazdan
worked in the casualty facultative
department at the company's Hart-
ford, Conn., office.

Also, Stewart H. Steffey Jr.
joins Towers, Perrin, Forster &
Crosby in Philadelphia as vp and
senior administrative officer. Mr.
Steffey was senior vp of CIGNA
Corp.'s Property Casualty Group.

Agents/brokers

Richard K. Kerr named partner
with Arthur L. Owen Co., a Dallas-
based retail insurance firm that
specializes in petroleum, real estate,
banking and mercantile risks. «

MACLEAN, ODDY & ASSOCIATES, INC.

Domestic and International Insurance Brokers

Insurances ejfected at Lloyd's London and representing

in excess of 50 major U.S. insurers. Maclean, Oddy &
Associates concentrates on national and multinational

industrial, mercantile, institutional, and financial

accounts specializing in:

Bankers Blanket Bond Coverages

Energy Risks including

K « Force Majeure/Performance Warranty

« Liability & Property Insurances

« Operator's Extra Expense Coverages

* Hospital Malpractice Liability

» Kidnap & Ransom/Extortion Coverages

Political Risk Coverages

« Railroad Liability & Property Insurances

» Space & Related Risks Insurances

« Umbrella & Excess Liability Insurance

2121 San Jacinto, Suite 1818, L.B. #7, Dallas, Texas 75201
(214} 969-0090 Telex: 163191

(Exclusifely through Agents and Brokers)



Deadline to sell Lloyd's agencies nears

Continued from page 2

Howden's underwriting agency,
Alexander Howden Underwriting
Ltd., is one of the largest at Lloyd's.
It manages about a dozen Lloyd's
syndicates, whose members include
about 4,000 of the 23,438 names at
Lloyd's. The syndicates have a 1985
premium capacity of about 185 mil-
lion pounds (about $198 million).

Howden, the company spokes-
man said, has three options when it
finally sells its managing agency:

- Howden can sell some or all of
its managing agencies to its own
underwriting management team.

Underwriters at AHUL, led by
A.J. Fred Archer, have already
presented a proposal for a manage-
ment buyout to Howden execu-
tives, which is being considered,
the spokesman noted.

Under the management buyout,
the senior Lloyd's underwriters of
AHUL would form a partnership
and acquire outside financing, ac-
cording to reports in the market.
Sources say the price for the agen-
cies offered in the buyout is 10 mil-
lion pounds to 12 million pounds
($10.7 million to $12.8 million).

- Howden can court other bids
for AHUL from other large Lloyd's
underwriting agencies like the two
largest independent agencies,
Sturge Holdings P.L.C. and Cree-
church Underwriting, the Merrett
subsidiary.

- Howden may decide that
AHUL should be bought by an-
other financial institution outside
of Lloyd's or be converted into a
publicly traded company.

"No decision has been made,"”
said the Howden spokesman.

Like other brokers, Howden ex-
ecutives have decided that the
group will retain its Lloyd's mem-
ber agency, which manages the af-
fairs of individual Lloyd's names, a
Howden spokesman confirmed.
Under the Lloyd's Act, brokers
may keep these members' agencies.

Lloyd's has not yet issued statis-
ties on how many agencies have
been sold to their underwriting
managements or sold to other
Lloyd's agencies.

So far, no agency has been sold to
a company outside Lloyd's,
"though one or two are in the
wind," said the Lloyd's spokesman.

Although many of the large
managing agencies have yet to be
sold, some large divestments have
taken place.

Lloyd's broker C.T. Bowring &
Co. Ltd., for example, favored the
management buyout alternative for
its underwriting agency.

Negotiations began as early as
1983 to sell the agency to senior un-
derwriters led by Murray
Lawrence, said Bowring Chairman
Gilbert Cooke.

While the sale of the Bowring
managing agency to the group
headed by Mr. Lawrence for an
undisclosed sum was not finalized
until earlier this year (BIl, Feb. 4),
"We never seriously contemplated
doing anything else,"” said Mr.
Cooke.

"It was the best thing for the
Lloyd's market and the under-
writing team and ourselves," Mr.
Cooke said. "If the agency had gone
to a third party, the underwriters
may not have been comfortable
and might have left and the whole
thing could have crumbled."

"It is a question of whether the
underwriters want to be sold to an-
other body," said Paul Archard, a
partner in Murray Lawrence &
Partners, the group that bought the
Bowring agency. "If you are sold to
another agency, the syndicates may
be fragmented, some going one way
and some going another. We felt it
was best to still be in one chunk.”

Murray Lawrence & Partners in-
dependently manages 11 syndicates
with a total 1985 premium capacity
of 146 million pounds ($156.2 mil-

lion). The agency employs about
200 people.

Several observers in the Lloyd's
community say they are wary
about another divestment option:
selling managing agencies to large
independent underwriting com-
panies like Merrett and Sturge.
They fear that divestment will
breed "mega-underwriters” if the
large independent agencies buy the
divested companies.

But Creechurch, the Merrett sub-
sidiary formed specifically to buy
divested agencies, does not plan
such action, said Mr. Robson.

"That is very far from the truth,"
he said. "I hope Creechurch might
get a dozen syndicates, and we are
very quickly reaching that. But we
are very nervous about the fact
that people might think we wiill
bully the market, which is far from

'We are nervous that

people might think
we will bully the
market,' said Mr.

Robson.

Merrett Holdings' plan.

So far, Creechurch has bought
Pulbrook Underwriting Manage-
ment Ltd. for 1 million pounds
from Lloyd's broker Stewart
Wrightson Holdings P.L.C. With
the purchase of Pulbrook, Merrett
now employs a total of 227 people
and manages 10 syndicates with a
1985 aggregate premium capacity of
335 million pounds ($358.5 million).

Mr. Robson said he hopes that

Anton Underwriting Agencies-
the underwriting agency he headed
before joining Merrett last year-
will also come under the Cree-
church wing when it is sold by
Gibbs Insurance Holdings Ltd. He
notes, however, that this is not a
foregone conclusion.

Sturge also discounts fears that it
will become a "mega-underwriter”
by buying divested agencies from
brokers. Sturge recently bought an
88% share in Edwards & Payne
(Underwriting Agencies) Ltd. from
Britain's largest broker, Sedgwick
Group P.L.C., for 4.5 million
pounds ($4.8 million).

Including that purchase, Sturge
now controls 16 syndicates with
about 440 employees and manages
470 million pounds ($502.9 million)
in premium capacity, said Sturge
Secretary Alexander Johnston

«WHEN | USE AWORD;'
HUMPTY DUMPTY SAID, «IT MEANS
JUST WHAT | CHOOSE IT TO MEAN-

NEITHER MORE NOR LESS

Perhaps true in the Land Behind the Looking
Glass, but certainly not in today's reinsurance

world. Intermediaries, in particular, must take

great pains to make sure that in all of their

contracts the wording is precise and that there is

no room for ambiguity or misunderstanding. The

broker must give the very highest priority to

presenting a complete proposal to reinsurers,

meticulously prepared to meet his client's needs

and carefully reviewed to assure it is in language
all parties understand and agree upon.

Intere Intermediaries, Inc.
130 John Street, New York, N.Y. 10038

INntere

The Intermediary

Brown.

Sturge is not planning to make
staff changes at its newly acquired
agency, said Mr. Johnston Brown,
adding, "The agencies are just re-
porting to a different holding com-
pany.”

Although they say they are not
attempting to become mega-un-
derwriters, officials at Sturge and
Merrett say their acquisitions of
managing agencies make sense.

They note that the large, inde-
pendent underwriting companies

cies, while- others, like the agencies'
current management, may not
have sufficient funds.

And, the independent companies
say they can provide the backup
support for syndicates that were
formerly provided by the Lloyd's

brokers.
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Massachusetts to consider

work comp reform proposals

" 1p Continued from page 3 proposal calls for changes to the ad- Like AIM and the labor group,

delays and too many attorneys in ministrative process, but the AFL- the insurance industry also agrees

the system," noted William J CIO maintains that many of these with the need for workers compen-

. McCarthy, general counsel to AIM provisions are Just additional layers sation reform, but not on all aspects
AIM's proposal, which addresses of bureaucracy "It's a system of of the governor's proposal

every aspect of the system, is ex- delays now, but I'm not sure the "We're in favor of the governor's

-0-48
=) ‘ Beqted to add $40 million to the governor's proposal will speed it general thrust It's Just in the
A - —— N . usiness community's work comp up," said Martin Foley, the group's specifies that we disagree," said Jo-
cost_s if enacted, he said By com- legislative director seph P Hegarty Jr, senior vp for
-*Get back in business fast... 4 par-ison, the governor's proposal  Ajthough labor has its reform bill the Alliance of American Insurers
would add more than $125 million in the hopper for considerat-on, Mr The Alliance will be among the
Following fire or water damage, you won't get back to bust- to workers comp costs, according to Foley said that, "in my deepest mo- various interest groups to testify
ness as usual until the telltale odor is gone Smoke mildew initial figures compiled by the Na- ments of despair" he believes the before the Joint legislative commit-
decaving debris-BMS CAT has helped overcome the foulest tional Council on Compensation In- state's workers compensation act tee, and it 15 expected to stress the
of o(for problems Imagine a food processing company's auto- suranes should be repealed and replaced need for tougher credentials for
mated freezer coated with melted plastic and chicken parts However, under the current sys- with a return to the exclusive use members of the Industrial Accident
Or how about a hotel's kitchen flooded with salt water? tem. Massachusetts  work comp of the tort system Board "We need good decision-
. . . . premium volume is estimated at "When they put the Massachu- makers," Mr Hegarty said
}’_OU ijet the idea We ha e helped all kinds of businesses g_et $730 million in 1985 and is expected setts workers compensation system The industry also disagrees with
id ot all kinds of odors Fast From office towers to aerobic toi t te of $100 million into effect (in 1911), the busi ision in th : k
. lubs, our proven deodorization techniques have (0] |ncr“eas,& aMaCrart%o tou milion into e ep (|n ), e business a prowspn In the governors pack-
ﬁxlerc(ljss c'id' ’ ] f tt i annually, Mr McLarthy note community was supposed to be pro- age calling for a six-month morato-
€lped bullding owners/managers from coast 1o coas "We feel (some added initial cost) tected from tort action, and the rium on rate filings
When you need to get rid of odor fast, call BMS CAT We can is sensible and necessary to re- worker was supposed to get a pay- "If everyone agrees that the bill
start emergency deodorization procedures within hours To form, stabilize and eventually re- check," Mr FoIeK said, noting that will cost money, then why should the
find out more call for the free brochure "Meeting the Chal- duce the cost of workers compensa- in most cases the business commu- insurance industry walt six months to
lenge" It describes all 14 of BMS CAT's services for building tion,” he added = nity still is protected from torts, but make a rate filingO" asks Joseph Di-
owners/managers nationwide AlIM, I!ke the_s?a_te s AFL-CIO, c'ur— the workers are "starved Giovanni, vp with the Boston office
rently is scrutinizing the governor's Concerns about the long delays of the American Insurance Assn
package in preparation for the in the system-six to 12 months for "We favor reform of the system,
Call toll-free Blackmon April hearing a hearing on contested cases-also we always have," he said
800-433-2940 . We have continually colla- are shared by business, the insur- But, the AIA says there are "good
- - Moormg borated with the governor on his ance community and the governor points and bad points" to each pro-
In Texas 817-926-5296 Steamatic bill But, his benéfit structure is In his bill, the governor calls for posal that need to be worked out in
In Canada 519-886-7909 open-ended," Mr McCarthy said the establishment of at least three the coming months
Catastrophe, Inc. noting one of the many provisions regional offices to end the bottle- Besides the provisions to speed
upon which the AIM and the gov- neck of a single centralized bureau up the system's administration, the
ernor disagree ) The governor's bill also calls for governor's bill also calls for several
Look for our booth at the RIMS Under the governor's bill, the + An expansion of the Industrial changes in the benefits structure,
. cap on benefits to injured workers Accident Board to 17 members including
Conference in New Orleans, La. would be removed, "effectively from the current 12 - A benefit supplement for to-
making an injured worker a per- « The establishment of a direct tally disabled workers injured prior

manent total (disability case) from pay system in which insurers must to 1982, which would be tied to the
the beginning," Mr McCarthy said either egln payments immediately current state average weekly wage
Another aspect of the governor's or notify the injured worker of a The supplement would increase
decision not to do so within 14 days benefits 10% to 400%, depending on

. of the receipt of a notice of injury how long ago the injury took place
A Lot Has Changed Since - The creation of an expedited - A'cost of living allowance
claims process, including the initia- capped at a maximum of 5% a year
Y L t L k d At Th B I D . t tion of an active conciliation pro- for workers totally disabled for
O U aS OO e e | reC Ory cess designed to bring the parties to more than three years
agreement before the first stage of - The doubling of benefits for
adjudication workers who suffer from loss of
What could be as changing as the ever-changing world of insurance, employee benefits and risk management services') q ° ;I]-Ihe eSttabllshhlmer:t ?f[r?pecn‘lc limb or bodily function
The names, tacts and figures from the corporations that buy such products and services' eadiines at each level or the pro- It also calls for enhancements to
) . . ) cess for both the scheduling of con- the rehabilitation process
The 1984 Business Insurance Directory of Corporate Buyers of Insurance, Benefit Plans and Risk R 1
; ! ’ ' ferences and hearings and the fil - A mandatory referral of an
Management Services, published in August, has been revised, updated and greatly . i - "
expanded to include information on more than 1,600 of the largest U S corporations ing of orders and decisions injured worker to the state Office
) ’ « The establishment of a tightly of Rehabilitation within 90 days
Sales volume, employee population, company address and controlled attorneys' fee structure, after the injury
p.hone numbe'r are some of the fac.ts you'll which includes the use of caps on - A guarantee of eight weeks of
find along with the names and titles of - all fees paid to attorneys by injured continued benefits after an injured
chief financial officers, and executives m Sat.. /in mtill@le) workers themselves K | habili .
charge of risk management, employee Ralston Pul/ns -* CFO 54,811 ] worker comp etes rehabilitation
benofi i ~2./.4 mp *n * The establishment of a roster and obtains new employment
enefits, personnel, pension and - P of impartial physicians to help end isi i i
retirement plans and more F dnincill M . »2.'crin p e y " p - A pI"OIVISIOI_”I that malntam_s
- o , %}%{mgwgmw* - o the battle of "experts full benefits while an employee is
In ad?ltlon,ba s_peCI:I mc:jex lists bor of BngTlths‘/Rlu I t /ﬂé@&%ﬂm e w3 * An annual assessment of in- being paid for participation in re-
corporations Slze, based on number O N riment - . - . e . « .
emg,oyees P geographic index is also 93=7% 'e - surers 6}99 dst‘?.ll"ﬂ%ldrs%rr% It%g(gle- habilitation-related work training L
- 0 . - fi '
included { Qor<en J —be, fl; gem Bg’ard Other clhanlgeds in the g_o_vernc;r s
) o aceo . proposal includes provisions for
‘Buyers' and 'sellers’ alike will find the K01 PCIBz 248, Qgbln N * The creation of a H orkers group self-insurance and the elimt-
1984 Bl Directory to be tremendously helpful Tepior IO bil.lai= immne. rtora® compensation advisory council to nation of suits for loss of consor-
in carrying out their Job responsibilities Chill Finanitl QJater evaluate, monitor and file legisla- tium and emotional distress
As a buyer, you can turn to the alphabetical Egg?gfﬁgﬁenehta tive proposals concerning all as- brought by relatives of injured
listings to identify professionals in similar 5en§onsy Retirenal toa- pects of workers comp workers
'55.1

positions in companies much hke your own
Ran-bPUrg s~

Bl?:)?:;:rtsér;oic; l\),:'illfs:irnti;h;:i::zepsitrjgrntsgtrl‘:?ag?: _I_=e|£(f7s:l 4 R e p O rt revea I S I awsu It S
Waynlfy the pgw-egsdmgtl\byrl useful than

Chi F/lc/ Ofter

becoming more complex

ever before That's the 1984 Business Insurance Fﬁ’}éﬁé’\%n
Directory of Corporate Buyers of Insurance, Benefit
Plans and Risk Management Services Update _ — o SANTA MONICA, Calif -In Los manageable A History of Civil
yourself for a cost of just $50, ten or more copies at a - ) ) Angeles County, fewer lawsuits Delay in the Los Angeles Superior
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Continued from page 2
in a "fourth-quarter estimated loss
on disposal.”

The company will announce the
size of the losses, which A&A says
will "substantially” impact its year-
end earnings, on March 29.

It's not known whether the
fourth-quarter losses will wipe out
the net income of $17.9 million
posted by A&A for the first nine
months of 1984.

Although the underwriting units
to be sold will continue their regu-
lar business operations, A&A will
now report their results as discon-
tinued operations.

According to Peter M. Densen,
A&A's senior vp of finance, the
Howden underwriting units to be
sold include Sphere Drake, a Lon-
don-based reinsurer, and Atlanta
International Insurance Co; a do-
mestic property/casualty insurer.

Sphere Drake booked net premi-
ums of $73.6 million in 1983, but
suffered underwriting losses of
$23.8 million that were only par-
tially offset by $19.4 million in in-
vestment earnings. Overall, Sphere
Drake produced a 1983 net operat-
ing loss of $4.4 million.

Atlanta International reported
$13.6 million in net premiums in
1983. Net operating losses totaled
$7.1 million, created by $20.2 mil-
lion in underwriting losses and
only $6.1 million of investment in-

Mr. Densen said A&A will not
sell Trent Insurance Co. Ltd. or

Hemisphere Marine & General In-
surance Co. Ltd., two Bermuda-
based insurers whose business is
being run off.

And, A&A will not sell Evanston
Insurance Co., an excess and sur-
plus lines insurer managed and
partly owned by A&A subsidiary
Shand, Morahan & Co. of Evan-
ston, lll., he said. Evanston Insur-
ance Co. reported $3.6 million in

statutory net income in 1983.
A&A has hired the investment

banking firm of Smith Barney.
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Harris, Upham & Co. to assist in
selling the underwriting units.

In addition to the sale of these
companies, A&A also is seeking
buyers for its Lloyd's of London
underwriting agencies, which
manage Lloyd's syndicates (see
s.ory, page 2).

While the sale of the Lloyd's un-
derwriting agencies is required by
Lloyd's regulations, A&A is selling
all its underwriting operations be-
cause, "We are a service company
and we are better off concentrating
our capital on the service business,"
Mr. Densen said.

A&A and Sphere Drake officials
would not say how much is being
added to the reserves of Sphere
Drake. However, John A. Bogardus
Jr., A&A's chairman and chief ex-
ecutive officer, noted that some of
the reserves are for asbestos-re-

lated claims and an "increased fre-
quency of claims on other non-ma-
rine lines.”

Reserves have been added be-
cause of "heavy frequency' of
losses on two reinsurance contracts
written by Sphere Drake that gen-
erated 6.8 million pounds of pre-
mium and were canceled two
weeks ago, noted lan Dean, chair-
man and chief executive officer of
Sphere Drake.

A&A officials noted last week
that the reserve increase was in no
way connected with the previous
problems reported at the Howden
underwriting subsidiaries.

A&A took a $40 million extraor-
dinary charge against its th:rd-
quarter 1983 earnings to boost re-
serves at underwriting units after
Alexander & Alexander sued for-

mer Howden officials for allegedly
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diverting $55 million in corporate
asse-s including reinsurance funds
from Sphere Drake.

Then, early last year, A&A an-
nounced thal it would be forced to
bols:er the reserves of the Howden
undeswriting units, including At-
lanta International, Trent and Cap-
ital Marine Insurance Co. Ltd. (Bl,
June 25, 1984).

The charge was made to the
fourth quarter of 1983, and al-
chough A&A did not say how much
was added to the reserves, most of
the cc,mpany's $21 million net loss
in the fourth quarter of 1983 is be-
lieved to be traceable to the reserve
strengthenin-

Mr. Densen said the latest in-
erease in reserves, charged to the
fourth quarter of 1984, is due to
"th€ overall state of the insurance
market, new claims and deteriorat-
ing loss history. It is no longer any-
thing to do with the Howden affair.

"We said that if we sold the com-
panjes they would have to be in a
better position, and we have done

vs
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that. Good management is in place

and the turning point in the market
is now."

A&A also commented that
while its underwriting units are
producing losses, its insurance
brokerage and other operations
are profitable.

"Net income from continuing op-
erations for 1984, after segregating
the subject underwriting com-
panies, should meet our expecta-
tions," said Mr. Bogardus.

"Changed market conditions
have produced gains in operation
revenue in A&A's broking and
consulting companies. We have
also controlled operating expenses
in those companies. Consequently,
there were significant increases in
1984 fourth-quarter operating in-
come over the four.h quarter of the
comparable year," Mr. Bogardus
said.

A&A reported a $3.3 million op-
erating loss in the fourth quarter of
1983-before adding to the reserves
of its underwriting units. -
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Future asbestos victims to be represented

Continued from page 3

And, he says, these future claim-
ants are not now adequately repre-
sented by UNR or by the commit-
tees of unsecured creditors, even
though the litigation has reached
an advanced stage. A motion is
pending to liquidate the company.

"*These circumstances warrant
the appointment of a legal repre-
sentative for these putative victims
of asbestos disease, who can work
toward the involvement of these
putative victims in these proceed-
ings, and who can act as amicus
curiae regarding matters of vital
and immediate importance to these
people," Judge Toles said.

He said that the representative
will advise future claimants of
their interests in the bankruptcy
proceedings and will have a chance
to comment on any proposed reor-
ganization plan or any motions to
liquidate UNR.

In effect, the representative
would exercise the powers and re-
sponsibilities similar to an official
creditors' committee, Judge Toles
said.

But, he points out that his ruling
itself does not designate the future
claimants as creditors with a claim
to any funds eventually set aside
for asbestos victims through the re-
organization process.

"The determination of whether
putative asbestos disease victims
are creditors of these estates, or
whether their interests could be
represented in these proceedings jn
a manner analogous to a class ac-
tion, or whether these parties
would be entitled to vote on a plan
of reorganization, or whether their
claims might be discharged in this
bankruptcy proceedings, are all
questions which can properly be
addressed after putative asbestos
disease victims commence actual
participation in these cases," the
court added.

"The court's order today is in-
tended only to remove a. . .barrier
which might have hindered the in-
volvement of putative asbestos dis-
ease victims in these cases, and to
give these victims some voice re-
garding the ultimate fate of these
debtors which they currently do
not possess."

Similarly, Judge Arlin M. Adams
of the Third Circuit U.S. Court of
Appeals said the court was not re-
quired to decide whether future
claimants were "creditors" under
the bankruptcy code.

"We need not reach the merits of
these conclusions in order to ascer-
tain that future claimants do have a
sufficient interest to require some
representation during the reorgani-

zation Eroceedings," the court said.
"Whether or not future claim-
ants have claims in the technical

bankruptcy sense that can be af-
fected by a reorganization Flan,
such individuals clearly have a
practical stake in the outcome of
the proceedings."

"We .onclude that future claim-
ants are sufficiently affected by the
reorganization proceedings tc re-
gire some voice in them," the court
added.

"Moreover, none of the parties
currently involved in the reoriani-
zation proceedings have interests
similar to those of future claimants,
and therefore, future claimants re-
quire their own spokesperson."

The court added that it does not
know at this point whether future
claimants can or should be cor.sid-
ered "creditors" under the cide,
whether constitutionally adeqiate
notice ean be provided to such a
class or how best to solve a number
of other problems that have not
been argued.

However, attorneys for toth
UNR and Amatex say the reeent
decisions are still important be-
cause they lay the groundwork for
resolving all asbestos claims-Fres-
ent and future-through the reor-
ganizat.on process. The asbestos
producers want to cap all current
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and future liabilities by reorganiz-
ing.

The attorneys point out that it
will not do much good if they re-
solve all of the present claims and
emerge from reorganization only to
face thousands of claims all over
again.

When they filed for reorganiza-
tion, UNR was facing nearly 17,000
claims and Amatex more than
10,000. But UNR estimates it may
face between 48,000 and 68,000 fu-
ture claims.

According to Amatex corporate
counsel Victor Drexel, Amatex is
"very pleased" with the Third Cir-

cuit decision.

"What it means for Amatex is
that we now know we will get a
guardian or representative whose
duty will be to represent future
claimants," he says.

"It means there will be somebody
to speak in their behalf, and, there-
fore in my judgment, it makes an
effective plan of reorganization
that much more possible and prob-
able...

"As a practical matter, without
such a person in place, all you have
is liquidation as an alternative," he
added.

"Given the number of existing
claimants and the amount of
money that is available, there is
clearly not enough (money) to go
around" for future claimants, too.

Likewise, UNR attorney Mal-
colm Gaynor said Judge Toles' de-
cision "facilitates coming up with a
reorganization plan" for UNR.

"This is really the first step in
being able to sit down with all the
parties and come up with a reorga-
nization plan," Mr. Gaynor said.

Mr. Gaynor of the Chicago firm
of Schwartz, Kolb & Gaynor, says
it is essential that future claims
against UNR be discharged in
bankruptcy

He cited a recent report prepared
for the bankruptcy court that
shows UNR will face 48,000 to
68,000 future claims with an esti-
mated present value of $210 million
to $325 million.

Conservatively estimating the
cost of present and future claims
and the company's unsecured debt,
total liabilities come to approxi-
mately double the $200 million
book value of UNR's assets, accord-
ing to Mr. Gaynor

"We're not very satisfied with
the decision," said Pace Reich, an
attorney for the committee of cred-

itors representing asbestos litigants
in the Amatex case. He said it is

uncertain whether the committee
will file a petition for rehearing be-
fore the full Third Circuit Court of
Appeals.

"l really do not know what is in-
tended to be done other than the
appointment of some sort of repre-
sentative.”

"What that representative is
going to do and whether these peo-
ple have rights in the proceedings
or rights to distribution, | don't un-
derstand,"” Mr. Reich added.

According to the Third Circuit
appellate court's decision, the com-
mittee's position is that future
claimants "are not 'creditors' under
the bankruptcy code and thus can-
not participate in the reorganiza-
tion. Of course, if future claimants
are excluded from the reorganiza-
tion plans, the current claimants
will receive a larger portion of an
obviously limited fund."”

William Cuncannan, an attorney
for the committee representing as-
bestos litigants in the UNR case,
said the committee is appealing
Judge Toles' decision to the U.S.
District Court in Chicago.

Judge Tole's ruling in the UNR
case differs from an original ruling
by a U.S. District Court in Chicago.
In the Amatex case, the three-judge
panel overturned a decision by U.S.
District Court Judge James Giles in
Philadelphia.
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= = = Hyatt and Hallmark, and Robert litigated by the time Hallmark
F I n a I O rd e r I SS u e d I n H ya tt Case Duty, Hyatt's director of risk man- started drawing from the construe-
agement, intended the Hyatt cover- tion defendants' fund, the source
age to be primary and :he Hall- said
Continued from page 1 million remaining on its limits arguments for a fault trial to settle mark line to be excess, according to Although American is the only
the Judge's ruling, bo h on the issue Most observers expect that the in- the apportionment questions, an William H Sanders, a senior part- insurer so far to decide to appeal
of defense obligatio' and on refor- surers in layers above these two Idea that was opposed by Hallmark, ner with Blackwell, Sanders, Math- Judge O'Leary's decision, lawyers
mation of the policie# will not be tapped for indemnity Crown Center, Hyatt and all the eny, Weary & Lombardi in Kansas for several other insurers are un-
Lawyers for North rook, CU and payments City, representing American happy with the opinion for various
Highlands said the companies have The insurance litigation began However, Judge O'Leary ruled reasons
not decided yet whether to appeal when Hyatt filed suit in state court allegiance to both insureds that even if the endorsement were It's quite apparent that there are
At the time of the accident, Hyatt in 1981, asking for a ruling on equally,” the Judge wrote "How reformed to make the CU line ex- at least two sections of the order
had $201 million in liability insur- which insurers should indemnify it then can they set one against the cess for the purpose of Hyatt's that do not comport with our view
ance through 23 insurers, including and in what order they should pay other for apportionment of fault? claims, it would be in conflict with of what the law is or what the facts
a $1 million primary policy with After Judge O'Leary entered his Whose yoke would Columbia bear9 provisions of other pot.cies and are,” said Stephen A Cozen of the
Occidental Fire & Casualty Co of October 1982 order, both Hyatt and "Indeed, why should the answer would be rejected Philadelphia law firm of Cozen,
North Carolina, a $25 million first Hallmark insurers filed motions be that difficult in a case where all At the same time, the judge Begier & O'Connor, representing
excess policy written by North- asking him to reconsider insureds purchased the broadest granted partial summary judgment CU
brook, another $25 million excess However, the Judge maintained form of coverage to cover all haz- to Hallmark and Crown Center de- Mr Cozen obJected to Judge
layer divided among Pine Top, that since the Hyatt line comprised ards of exposure from the building claring them to be additional .n- O'Leary's refusal to hear argu-
Centaur Insurance Co and Insco two-thirds of the total available ex- and operation of this hotel? Why sureds under the Occidental policy ments on reformation and to his re-
Ltd, all represented by under- cess coverage it should assume two- should anyone be required to sepa- and the rest of the Hyatt line versal of the 1982 order making the
writing manager Baccala & Shoop, thirds of the losses, while the Hall- rate the 1nseparable-to divide the American obJects to Judge CU primary policy excess of the
a $25 million excess layer written mark excess insurers should as- indivisiblep The answer is, we need O'Leary's ruling both on the refor- Occidental primary policy
by Columbia Casualty, and another sume one-third not," the opinion reads Anthony Katauskas, a lawyer
$25 million layer divided among On the primary level, where If the idea of a fault trial was re- though its argument for reforma- with Jacobs, Williams & Montgom-
Pine Top, Federal and Highlands both the Hyatt and Hallmark poh- Jected, Columbia and Highlands ar- tion will be more heavily stressed, ery m Chicago, representing High-
Hallmark had $101 million in lia- cies carried limits of $1 million, gued that coverage should then be says Mr Sanders lands, objected to the application of
bility insurance, with a $1 million Judge O'Leary ruled that coverage apportioned on a layer-by-layer "l think that's going to be the a two-thirds/one-third proration
primary policy and a $10 million should be shared on a 50/50 basis basis depending on the limits avail- major issue on appeal,” he noted, for both indemnity and defense
first excess policy written by CU, a Commercial Union had argued able m that layer For example, if explaining that although American coverage
$50 million excess layer written by that its policies were intended to Hyatt's second excess layer was for feels that the Judge "misconstrued Since some Hyatt insurers, in-
American, and a $40 million excess cover "ongoing construction,"” and $25 million and Hallmark's for $50 American's purported du:y to ae- cluding Columbia Casualty, have
layer divided between Continental that since the accident occurred million, the Hyatt insurers would fend," the amount of money in- no defense cost obligation, the total
Insurance Co and Republic Insur- during operation of the hotel, ItS pay one-third of the losses in that volved in the defense costs argu- available limits for defense on the,
ance Co coverage should be considered ex- layer and the Hallmark insurer ment is far smaller than that tied Hyatt line are lower and their
Insurers on the Hyatt and Hall- cess of the Hyatt line two-thirds, reversing the appor- up in the reformation argument share of defense cost coverage
mark lines have already paid out Occidental, on the other hand, tionment actually approved by the In ruling that American has a should be commensurately lower,
roughly $90 miillion in judgments argued that since the likely cause judge duty to defend Hyatt and Hallmark Mr Katauskas argues
Such a scheme would probably in the skywalk cases Judge He added that if a company the
Aisenbrey, a lawyer with Stinson, design of the skywalks, the CU pol- insulate Columbia from any habil- O'Leary reversed his earlier ruling size of Hyatt chose not to buy de-
Mag & Fizzell in Kansas City, rep- icies should be considered primary tty for losses resulting from the that American had no dusy to de- fense cost coverage from Columbia,
resenting Hallmark and the Hyatt line excess skywalk collapse fend
Jury awards to two victims of the In his opinion, Judge O'Leary Judge O'Leary rejected the idea That first decision was based or. a the coverage from an upper layer
collapse totaling $16 5 million are said he found nothing in either pol- -along with an argument by clause in the American pclicy that insurer while the Columbia layer
being appealed to the Missouri Su- icy to limit coverage to "operation" Northbrook that coverage should appeared to exclude the coverage pays indemnity claims
preme Court and have not yet been or "ongoing construction” risks be shared on a 50/50 basis through- But, all the other insurers and Hall- "You are not talking about a lit-
paid "Under this scenario it would be out both lines-saying there was no mark objected, and the Judge re- tle old lady from Dubuque You are
Only one injury case is still to be impossible to apply coverage re- authority in prior cases for such versed the order based on another talking about a sophisticated insur-
resolved Moen L Phillips, a Kan- sponsibility responsibly,” the Judge proposals clause in the American policy that ance buyer,” Mr Katauskas ob-
sas City fireman called to the scene wrote "Overlapping coverages The Judge also reJected a request was interpreted as granting defense served
of the disaster, IS suing Hallmark in provided in these two broad form fromm CU and American, a unit of cost coverage Some of those involved in the
Jackson County Circuit Court for comprehensive policies and the Fireman's Fund Insurance Cos, In the absence of defense cost case expect appeals of the judge's
$735,000 in actual damages and duty of each insurer to respond in that they be allowed to argue for coverage from Columbia and ruling from many of the insurers
$426 million in punitive damages, good faith to each of their several the -reformation" of an endorse- American, Hallmark has been pay- Involved
claiming the accident caused him insureds leaves only one rational ment to the Hallmark coverage ing its defense costs out of a fund Patrick McBride, assistant vp-
physical and mental injuries choice fair to the insl.rers, the in- that added Hyatt as a named in- established by insurers for com- claims for Fireman's Fund, Ameri-
A motion by Hallmark to dismiss sureds and the victims That is, that sured panies involved in constriction of can's parent, said he expects all the
the suit is pending we treat the two lines as concurrent CU and American had hoped to the hotel, according to a soirce who insurers to appeal
The two insurers whose layers insurers-both responsible for set- argue that the endorsement adding asked to remain nameless
are active for payment of indem- tling and defending " Hyatt was ambiguous They also
nity claims are Columbia Casualty

other insurers

"Both lines of carriers owe their

mation issue and defense costs,

and settlements, according to John of the accident was a defect in the

it should not be allowed to collect

"l do not see this coming to rest
The amount of these costs has until it goes through every possible
At the same time, Judge O'Leary had planned toargue that Marsh& been "pretty insignificant"” since means of due process," Mr
and American, which still has $29 rejected Columbia's and Highlands' MeLennan Cos Inc, the broker for most of the injury cases had been McBride said
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AmMmMoco Cadiz claims mount

Continued from page 2
(Indiana) totaling $551 2 million as a result of damages caused by the
wreck of the supertanker Amoco Cadiz

Two other attorneys representing individuals are also seeking
damages totaling around $147 2 million in the 1978 shipwreck, put-
ting the total amount of damages sought at $698 4 million

The Judge ruled last year the oil company was negligent m main-
taining the supertanker and was liable to French claimants for ex-
penses relazed to the accident, which dumped the tanker's entire
cargo Just off Brittany's coast Standard said a faulty steering mech-
anism caused the ship to run aground and break up in a storm

Standard has said it has $50 million in pollution liability coverage
written by London Steamship Owners' Mutual Insurance Assn Ltd ,
managed by A Bilbrough & Co Ltd (BI, April 30, 1984)

Attorney BenJamin E Haller of the New York firm of Hill, Betts
& Nash, said he is seeking $263 5 million on behalf of France The
New York firm of Curtis, Mallet-Prevost, Colt & Mosle represents
more than 100 French fishing communities known as the "Cotes Du
Nord" parties, which seek $287 7 million

Court rules on airline liability

WASHINGTON-The liability of airlines is limited under inter-
national treaties to passenger injuries that are caused by unusual or
unexpected events, the U S Supreme Court says

Last week, the justices ruled 8-0 that the Warsaw Convention
does not make an airline liable for all passenger injuries that occur
on board In order for an airline to be liable, the injury must be
caused by an "unexpected or unusual event or happening that is
external to the passenger," the court said

The decision reverses a 9th U S Circuit Court of Appeals ruling
that another agreement on airline liability, known as the Montreal
Agreement, imposed "absolute liability on airlines for injuries
caused by air travel " The case involved a suit against Air France by
a woman who suffered permanent hearing loss during alleged
changes in cabin pressure

Robins' reserve not complete

RICHMOND, Va -A H Robins Co , former manufacturer of the
Dalkon Shield, says its attempt to work out a reserve for pending
and future liability claims is taking longer than expected

"At least several more weeks will be required to finalize the re-
serve which will be charged against 1984 income," President and
Chief Executive Officer E, Clatborne Robins Jr said in a letter to
shareholders last week "Until the reserve has been finalized, it will
not be possible to determine the results of operations for 1984 or
address the matter of a first-quarter dividend "

In a related matter, a report prepared by two special masters,
attorneys appointed by the court to assist in Dalkon Shield litigation
in federal court m Minnesota, says Robins has engaged in "ongoing
fraud by knowingly misrepresenting the nature, quality, safety and
efficacy" of the intrauterine device The report, which has not yet
been accepted by the judge, says there is "at least a prima-facie case
of a massive fraudulent scheme perpetuated on the public," which
occurred with the knowledge of in-house counsel

A Robins spokesman said the company takes "strong exception"
to the masters' report

As of late last year, Robins faced more than 3,600 Dalkon Shield
claims, and an additional 30 lawsuits a week were being filed
Robins and its primary insurer, Aetna Casualty & Surety Co, have
paid about $259 million for 7,700 claims and about $70 million in
defense costs for pending claims Last Oct 31, Robins entered into a
settlement with Aetna, increasing its coverage by $70 million but
capping the insurer's liability for defense costs (Bl, Nov 26, 1984)

Playtex loses toxic shock suit

WICHITA, Kan -A federal court Jury says International Playtex
Inc must pay more than $11 million in actual and punitive damages
to the estate of a woman who allegedly died from toxic shock syn-
dronne

The Jury made the award Feb 25 in a suit by the estate of Betty L
O'Gilvie The plaintiffs contend she contracted toxic shock syndrome
and died because she used Playtex Super Deodorant Tampons

The verdict is the largest ever in a toxic shock case The previous
record was a $300,000 award against Procter & Gamble Co in 1982

Although the Jury awarded more than $1 5 million in compensa-
tory damages, Playtex, based in Stamford, Conn, will have to pay
only 80% because the Jury found that the woman's physician was
20% liable for her death The division does not apply to the punitive
damage award of $10 million, however

A spokesman for Playtex said "we do not feel the verdict is sup-
ported by :he evidence, and we will appeal " He would not comment
on Playte>.'s insurance coverage

Citicorp renews try for S.D. bank

NEW YORK-Citicorp has reactivated its application to the Fed-
eral Reserve Board for approval to purchase controlling interest in
American State Bank in Rapid City, S D

The purchase would enable Citicorp to sell and underwrite insur-
ance both outside and, to a limited extent, within South Dakota
because of a loophole in South Dakota law that enables state-char-
tered banks to circumvent federal regulations prohibiting banks
from conducting a full range of insurance activities (Bl, Jan 28)

Citicorp first applied with the Fed to acquire the South Dakota
bank in 1983 Bank of America and First Interstate Bankeorp also
applied to buy South Dakota state banks in 1983

In January 1984, the Fed withdrew the banks' applications to give
Congress a chance to act on the loophole But, Congress did not act,
and Citicorp is again seeking approval of its application

would provide reimbursement for John H Chafee, R-R |, which is
immediate medical costs not reco- similar to a provision of the admin-
Continued from page 2 vered from another source istration's bill affecting Judicial re-
ment is so vague that it could have Further, it would pay for group view of EPA cleanup orders
the same effect, depending on how medical insurance to provide reim- The amendment prohibits Judi-
the courts decide to interpret the bursement for long-term treatment cial review of EPA cleanup orders
language and care necessary as a result of the until after the agency moves in fed-
According to the amendment, disease or injury Such policies eral court or takes an administra-
citizens may file a civil action would have a $500 deductible with tive action to enforce such an
against any company that violates no co-payment required or lifetime order
the Superfund law and associated limitation on expenditures Thus, if a company disagrees
regulations or fails to comply with The same type of insurance with an EPA-required cleanup
a federal cleanup order However, would be made available to persons plan, it must wait to object until
citizens must give potential defen- exposed to a toxic substance but after the EPA takes action against
dants a 90-day notice of the intent who do not show symptoms of dis- it to enforce the order Companies
to sue them ease or injury Coverage would be named in cleanup orders often con-
And, further, citizens would not secondary to any other benefits, tend that the remedies sought by
be allowed to sue if the federal or a public or private, for which the the EPA are not cost effective
state government "has commenced person is eligible During consideration of S 51 by
and is diligently prosecuting an ac- Sen Mitchell's amendment, the committee, Sen Stafford and
tion" under Superfund to require which was a compromise worked other committee members voiced
compliance out with several other committee concern over the availability of en-
Thus, in effect, the amendment members, is much more restrictive vironmental impairment liability
would give citizens a hammer with than a similar program considered insurance As a result of that con-
which to force companies to com- by the committee last year It seems cern, the committee has scheduled
ply with the Superfund law to require the establishment of a hearings March 19 to consider the
In addition, the amendment cause-and-effect relationship be- "availability of environmental im-
could act as a tool which citizens tween a hazardous substance and a pairment hability insurance and ItS
could use to prod the government disease in order for an area to qual- relationship to the implementation
into requiring action on cleanup ify for a grant under the program of Superfund and the Resource
orders Spokesmen for both risk man- Conservation and Recovery Act"
On its face, the Baucus-Hart agement-and insurer groups say The committee is particularly in-
amendment seems to imply that they have not yet developed a posi- terested in the problems experi-
citizens could only bring suit to tion on the victim compensation enced by contractors hired to clean
force compliance with a govern- provision, but suggest that the pro- up Superfund waste sites m obtain-
ment-issued cleanup order or regu- gram could result in another fed- ing EIL insurance Some of these
latory requirement But, Robert S eral entittement program of enor- contractors contend that their in-
Farow, a Washington attorney who mous proportions ability to obtain this insurance has
advises risk managers and insurers "It's the classic foot-in-the-door," resulted in a delay in Superfund
on Superfund lawsuits, says the says Leslie Cheek, vp of federal af- cleanups
courts may interpret the amend- fairs for insurer Crum & Forster According to some congressional
ment much more broadly "After five years, what are you sources, Sen Stafford may intro-
Mr Farow, a member of the firm going to do, cut off the life support duce an amendment to S 51 to as-
of Brown, Roady, Bonvillian & system9" he asks Sist contractors in obtaining insur-
Gold, says the language of the Another key amendment to the ance or even indemnify them
amendment does not clearly limit it Superfund bill approved by the under the Superfund law
to situations m which the federal committee essentially embodies a The American Insurance Assn
government has already taken an provision of the administration's hopes to use the March 19 hearing
enforcement action And, he says, bill It would give companies found as a forum to discuss its contention
the amendment would open the liable for abandoned hazardous that the insurance industry is effec-
door for citizen participation m set- waste dumps the right of contribu- tively financing cleanup of the na-
tlement negotiations with Super- tion, which would allow them to tion's hazardous waste dumps be-
fund defendants Currently, settle- sue other potentially liable parties cause of courts' misinterpretation
ment of Superfund lawsuits in- for their share of the cleanup costs of general liability policies
volves only the polluter and the However, the amendment would A group of seven of the nation's
governrnent prohibit such lawsuits until after a largest property/casualty insurers,
Mr Farow says such participa- judgment or settlement is reached which is operating under the aus-
tion by private citizens could turn m a civil or an administrative ac- pices of AlA, is expected to present
government lawsuits into a forum tion seeking cleanup of a dump the committee with proposed Su-
for citizens to raise personal injury site perfund amendments that would
and property damage claims under Insurers complain that this absolve insurers of any potential 11-
Superfund Currently, such claims amendment would increase court ability for cleaning up Superfund
must be raised in private actions costs because defendants would be sites (BI, Jan 21)
using state common law, which involved in two suits the EPA James Kimble, senior counsel for
does not provide the same level of cleanup suit and a suit to recover the AIA, says the group hopes to
liability as does the Superfund stat- from other responsible parties not have the plan ready in time for the
ute named by the EPA hearing
The language considered by the "It may reduce the government's
House and Senate last year estab- transaction costs (1 e, legal costs) in
lishing a federal cause of action that it can deal with only the deep-
more explicitly provided -a mecha- pocket defendants, but It vastly in-
nism for citizens to raise personal creases the transaction costs of the
injury and property damage claims private sector," says Mr Cheek
in Superfund lawsuits, but the new The committee also included in
language may have the same effect, ItS Superfund reauthorization mea-
depending on how the courts view sure an amendment offered by Sen
it, Mr Farow says
The committee also accepted an
amendment offered by Sen George
J Mitchell, D-Maine, that would

establish a victim-assistance dem-

Superfund bill
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Bank sues to recover mortgage losses

Continued frompage | first $80 million in D&O coverage fendants and Bank of America with Questions are bound t:, be raised market, one observer said
Bank of America announced last under a three-year, claims-made respect to the respective rights, about the responsibility of insurers "l think it has negative ramifica-
month it would take a $95 million policy, issued in May 1983 duties and legal relations under the to compensate the bank for losses tions throughout the marketplace,’
charge against its 1984 earnings For directors' and officers' losses terms of the insurance policies " caused by its employees, said one said Terry Van Gilder, manager oj
after it was forced to repurchase not reimbursed by the bank, the in- The bank asks the court for a de- D&0O coverage expert the executive protection depart-
certain securities from other finan- surance policy requires a $5,000 claratory Judgment that "any and D&O insurance is usually in- ment for Chubb Corp in Warren
cial institutions because the securl- self-insured retention for each all liability of the (employee defen- tended to protect officers from law- N J
ties were allegedly fraudulently IS- director or officer for each loss, dants) is insured under the insur- suits by outsiders and nci the com- D&O insurance rates rose from
sued and overvalued capped by a $50,000 aggregate re- ance policies up to the insurer de- pany itself 15% to 50% last fall and even stiffer
Bank of America acted as trustee tention When the directors' and fendants' respective limits of liabil- According to First State's Mr rate hikes this year have been pre-
and escrow agent for $133 million officers' losses are reimburseable ity " Doyle, there is a "growing trend" dicted by some brokers and un-
in mortgage-backed securities mar- by the bank, the bank's self-in- The suit also seeks indemnity among D&O insurers to exclude derwriters (Bl, Sept 3, 1984)
keted and issued by National Mort- sured retention is $200,000 in the from the insurer defendants in the coverage for claims filed by the D&O underwriters are also re-
gage Equity Corp of Palos Verdes, aggregate amount of loss presently estimated corporation itself-instead of ducing the limits they offer and
Calif The securities were pur- If Bank of America prevails in its at $95 million " shareholders-in an attempt to re- scrutinizing risks much more
chased between 1982 and 1984 by lawsuit, it appears the $50,000 de- D&O insurance experts note that cover losses caused by employee closely, said James E Moore, a vp
more than a dozen financial insitu- ductible would apply It'S not common for a corporation to actions with broker Marsh & MclLennan
tions (see related story, page 30) Bank of America paid a $938,040 sue its officers to collect on its D&O In the last six months, First State Inc in New York
Bank of America's lawsuit con- premium for the three-year policy, coverage, although It has been done has excluded that exposure from "They are doing more individual
tends that its losses arise from the according to the documents in the past the policies It writes, he said How- underwriting on a per-risk basis '
negligent actiéns of its employees Wausau's $80 million policy iS Chase Manhattan Bank, for ex- ever, the Bank of America cover- he said
who performed or managed the "heavily" reinsured, according to a ample, sued six former officers for age did not contain this eiclusion, In addition, D&O coverage ca-
bank's escrow or trust services Wausau spokesman negligence in connection with the according to bank officia: s pacity is in such a state of flux that
"The bank has been victimized in First State wrote a $20 miillion bank's losses on energy loans pur- The bank's lawsuit against its M&M iS calling D&O underwriters
this affair and we intend to go after excess policy above the Wausau's chased from the failed Penn D&O insurers is expected to add to weekly for updates, Mr Moore
every appropriate source of recov- $80 miillion layer, according to the Square Bank of Oklahoma City the upheaval in the D&O insurance said
ery," said Samuel H Armacost, court papers
president and chief executive offi- That policy was issued in May

e rosemtotivas of wousau am St ey seresues .. B NK also suing other companies

First State last week said they were America paid a premium of $30,784

surprised by Bank of America's al- when the policy was issued and was SAN FRANCISCO-Besides through false appraisals portions of their policies with other
legations against them scheduled to pay an additioual suing its directors and officers lia- West-Pac and Mr Rogers then companies, according to the com-
"I'm mystified, and we all are,” $32,000 on May 15, 1985 bility insurers to cover its loss, used the Inflated valuations as a plaint
said a spokesman for First State, a However, First State notified the Bank of America is pressing a sepa- basis for mortgage loans :hat were In addition, Glacier General was
Boston-based unit of Hartford In- bank in January that it would ter- rate suit against the companies and fraudulently packaged by NMEC not legally qualified to write insur-
surance Group minate the coverage on May 15 individuals it charges were in- and sold in the form of mortgage- ance in California, where many of
"It was rather surprising to see "We have reduced our exposure volved in the mortgage-backed se- backed certificates to the more the properties were located, the suit
they brought a suit alleging what in this product line,” explained curities scandal than a dozen financial irstitutions, alleges
they did here,” said Wausau's attor- Lawrence Doyle, vp and liaison of- The bank has taken a $95 miillion the complaint alleges Pacific American is currentl>
ney Anthony M Lanzone of the ficer for Hartford Insurance charge against its 1984 earnings as a Bank of America later repur- being hquidated by the Delaware
New York-based firm of Lanzone Group, parent of Cameron & Colby result of the alleged fraud chased the securities fron- the insti- Insurance Department In addition
& Kramer "It somewhat violates Co Inc, First State's underwriting Filed earlier this month in U S tutions at a cost of about $133 mil- Bank of America IS suing the in-
the spirit of the directors and offi- manager District Court in Los Angeles, Bank lion, which resulted in the 395 mil- surer for $27 million in compensa-
cers policy " Bank of America is currently of America's suit names as defen- lion loss tory damage and $50 million in pu-
"l don't think the complaint sets seeking another underwriter to re- dants The suit also alleges that Mr Mi- nittve damages to recover on surety
forth any meritorious basis for place the First State excess policy = National Mortgage Equity chael-who with his family are bonds issued on the mortgage-
bringing suit against the insurance when it npires, said its risk man- Corp, which marketed and issued former owners of one-third of backed securities by Pacific Ameri-
companies," he added ager, Mr Wintemute the $133 million in mortgage- NMEC's stock-and Lord, Bissel & can
But, Mr Christian of Bank of The bank's D&O and fidelity in- backed securities for which Bank Brook prepared false anc mislead- The California Insurance De-
America counters that the bank surance policies were brokered by of America provided escrow and ing private placement memoranda partment last week took control of
wasn't jumping the gun by filing Johnson & Higgins, according to a trust services used in the marketing of the se- Glacier General's California assets
suit against the insurers He says J&H spokesman - David A Feldman, NMEC's curities and operations In Montana, where
the bank expects there may be dif- In its suit aga-nst the insurers, president In addition, the suit alleges that Glacier General IS domiciled, the
fering opinions over the insurers' Bank of America "alleges that any - Lord, Bissell & Brook, a Chi- the documents prepared said that state Insurance Department is

liability, although he acknowledges and all liability of (the employee cago-based law firm that acted as mortgage insurance or financial seeking similar authority from a
it may be too early for the insurers defendants) arising out of the NMEC's principal counsel in the guarantee bonds would be obtained court

to have considered the matter claims in this litigation is insured servicing, marketing and packag- to back each mortgage NMEC attorney Charles Wehner,
"We are going to move these under the respective insurance pol- ing of the securities However, the suit cont_nues, the a member of the firm of Wehner &
cases very rapidly,” Mr Christian icies up to the aggregate policy - Leslie W Michael, a partner surety insurance secured for the Perlman in Beverly Hills, Calif,
added limits m the law firm and Mr Feldman's NMEC mortgage loans exceeded declined to comment on the lawsuit
The insurers must respona to the "Bank of America is Informed cousin the financial capacity of the two in- because he hadn't seen It
complaint within 30 days of the and believes that the insurer de- = West-Pac Corp, the mortga- surers that wrote the coverage Pa- Joseph Coughlin, a partner at
date they are served with the suit fendants dispute this interpretation gor on a large number of the loans clfic American Insurance Co , Lord, Bissell & Brook, denied the
Representatives of Wausau and of the coverage afforded the bank placed by NMEC which was allegedly controlled by allegations of wrongful conduct
First State said last week they had and the individual defendants - Kent B Rogers, West-Pac's Mr Rogers, and Glacier General "We performed our duties in a
not yet been served under the insurance policies," the president Assurance Co (Bl, Feb 18) proper, prompt and ethical man-
Bank of America has two layers suit continues In the suit, the bank seeks dam- Neither insurer had reinsured ner, " he said
of D&O coverage totaling $100 mil- "By reason of the foregoing, a Jus- ages for violations of the federal
lion, court papers state ticiable controversy has arisen and Securities Exchange Act of 1934, '

Employers of Wausau wrote the now exists between the insurer de- the federal Racketeer Influenced . . .
and Corrupt Organization Act and I n S u ra n Ce Se rVI CeS g u Id e
the California Corporations Code
"for fraud and deceit and for .

breach of contract,” according to

the suit
INSURANCE INTERMEDIARIES
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1 Bl Insurance Index

Fourth-quarter results are
= welcome news for brokers

soe By LEONARD M. WILSON group Similarly, Corroon & Black's domestic largely recession-proof. Their progress will

300 . . brokerage was about as strong as the overall not be materially affected by an economic
Special to Business Insurance ) R .

288 revenue advance slowdown, unlike most public companies

290 TT IS quarterly reporting time, and all the Gallagher's striking increase owes in part The qualities that endeared the brokers to

1largepublicly owned brokers but Alex- to premium rates, but mostly to the momen- investors in the 1970s are again extant
6 ander & Alexander Services Inc. have posted tum of what could be the industry's most ag- Growth, high levels of free cash flow, divi-
- = their final results for 1984 A&A now has in- gressive new business effort dend growth, difficulty of entry, scarcity of
g dicated that additional financial trauma from But, new business momentum for all par- alternatives and the possibility of acquisitions
PaR##4:260,0%<P-, 4 8 1. 12 Sphere Drgke Insurarioe Cq, 2 relnsurance ticioants,remains strong Tight markets, may at genefous Riices are all fagtors that have
sults will not be available until late March kers With clout in the realm of placing are
(see story, page 2) well-situated Consequently, we expect new

The Business insurance stock index rallied In general, brokers' fourth-quarter results business to roll on in 1985
strongly after posting a slight decline in the last gave strong confirmation of the new era in A surprising number of observers look Lincoln National Corp reports operating
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Lincoln National income

trading period, and set,ts sixth record in seven pricing for commercial _j upon insurance brokerage as a business with income of $1682 million for 1984, virtually
weeks. The Business insurance index of inst,r- lines of insurance In- relatively fixed expenses, at least in the in- unchanged from the $168 1 million reported
ance industry stocks closed at 334.1 on March deed, we think that the i termediate term In our view, expenses tend in 1983 Fourth-quarter 1984 operating in-
5, up 5. points from 329.1 on Feb. 26. This also is insurance brokers A to follow the direction of revenues, particu- come declined 23% to $37 8 million in 1984
2.4 points higher than the previous record of themselves may have 0 larly on the upside from $50.1 million in 1983.

331.7 set on Feb. 19. A total of 28 stocks posted been pleasantly sur- 11["k/4 This is clear when looking at Marsh & lan M RoIIandldpresident and chief execu-
gains, 20 stocks were down and 10 stocks were prised at the strendth ' a' T I MeLennan at one end of the spectrum of size tive officer, said losses in property/casualty
unchanged. The largest gains were posted by of rates and the impact 1 ' i and Gallagher at the other M&M's fourth- and reinsurance were offset in 1984 by a
Mission Insurance Group Inc., up 21.6%; Alex- on commissions and quarter expenses rose about 18% in 1984, Gal- strong showing in group life and health and
ander & Alexander Services, up 12.6%; Corroon fees lagher's increased roughly 22% title insurance Earnings for life/health in-
& Black Corp., up 11.9%; AVEMCO Corp., up Essentially, fourth- When the revenue stream accelerates, sev- surance and annuities rose to $1832 million
9.2%; and The Crump Cos. Inc., up 8.7%. The quarter results signaled _ eral expense factors come into play Raises, in 1984 from $151 | million in 1983 The prop-
largest losses were posted by Zenith National that insurance bro- Mr. Wilson deferred because of austerity for several erty/casualty operations, however, posted a
Insurance Corp., down 8.9%; SRI Corp.. down kerage operating num- years, get more generous Bonuses and incen- loss of $16 4 million in 1984, after earning $25

8.7%:; Prov,dent Life & Accident Insurance Co., bers are moving into double-digit territory tives escalate, bolstered by formulas that are million in 1983
down 4.5%; SAFECO Corp., down 4.4%; and Double-digit gains in revenues and double- more leveraged than the total rise m com-
Statesman Group Inc., down 3.7%. The Busi- digit advances in expenses contrast with the missions Finally, programs on the slow track Bitco Corp. loss
ness /nsurance index gained 1.5% for the trad- soggy process of the past several years get accelerated in the interest of either new :
ing period, outdistancing the New York Stock How did the reporting public brokers per- business generation or Internal efficiencies Bitco Corp, headquartered in Rock Island,
Exchange composite and the Standard & Poor's form in the fourth quarter of 19849 We are We saw this phenomenon in the fourth lll, reported an operating loss of $36 2 million
500, both of which gained 0.6%, and the Dow ignoring the full-year results to focus on the quarter Despite a low inflation rate, we ex- for 1984, compared with a loss of $9 1 million
Jones 30 Industrials. which gained 0.4% for the most-recent effects of changing insurance pect brokerage costs to advance at a pace well for 1983
same period. markets, mirrored in the fourth quarter into the double-digit range in 1985 and 1986 Gross premiums written by Bitco's insur-
Here is the percentage gain in revenues Fourth-quarter revenue growth in bro- ance subsidiaries increased 11% to $2165 mil-
British Issues over 1983 for each of the reporting public kerage is clearly a window on 1985 More of lion in 1984 from $194 5 million in 1983 They
1 Week brokers in the fourth quarter of 1984 Marsh the same is in store We estimate that pre- reported an underwriting loss of $599 mil-
6 Mareh Pnce P/E Div. Yield High-Low & McLennan Cos, 15%, Frank B Hall & Co mium rates across a book of business pro- lion after policyholders' dividends in 1984,
Companies P?QE.‘?&?Q&%:/‘% pencepence Inc, 6%, Corroon & Black Corp, 28%, and the vided seven to eight percentage points of compared with a loss of $37 2 million for
newcomer on the block, Arthur J. Gallagher fourth-quarter progress The contribution 1983 The companies had a combined ratio oi

1

Genl Accident 535 90 7 28 6 53 538-522

o ] - : ) s - . o - o
Gdn Royal Exch 653 181 36 4 56 653-622 & Co, 31% These figures Justify some inter- from premium r_ates is likely to be hlghe'r in 1348% in 1984, compared with 120 6% in
Royal 575 N/M 33 © 59 575-555 pretation 1985, and earnings, of course, should rise 1983
Sun Alliance 442 49 1 21 4 48 442-423 In each instance, pure domestic insurance much more than anticipated powerful ad-
brokerage commissions exceeded the total vances in revenues :
Brokers revenue gains Frank B Hall, for example, Right now, investors have clasped the bro- Fremont General income up
CE Heatn ©20 10 6 30 0 48 623-615 despite rather anemic overall revenue kerage stocks to their bosoms Valuations Los Angeles-based Fremont General Corp
Hogg Robinson 285 163 116 40 285-271 growth, achieved gains in domestic insurance have gotten much higher, and no one sees a reported net income of $20 4 million for 1984
JH Minet 273 188 80 29 273-263 . . . . . arpc .
brokerage fully comparable with its peer cloud in the sky This about-face is almost up from $1 2 million in 1983 Fremont Gen-
Sedg Gre Sez e s 1z e sesesee fyi idering the gloom and indif- eral,s fourth-quarter net income was 691,000
Stow Whghtson 574 164 240 42 574-56E . . stupe ying, considering the gloom a _ eral,s fou quarter net income was 100
Willis Faber 641 229 17 6 27 641-617 Leonard M Wilson, a special hm:ted partner ference in early 1984 However, there is no in 14, compared with a net loss of $19 mil-
- i at L F Rothsch:!d, Unterberg, Towbin in New denying the positive outlook, and investors lion in the fourth quarter of 1983
Source Philip Olsen/Alan Clifton, Insurance Industry . . R R .
Specialists Kitcal & Aitken Stockbrokers, York, specializes in insurance brokerage are quick to seize on the change for the bet The company had an underwriting loss of
London stocks He :s a member of the New York So- ter $89 3 miillion for 1984, compared with a loss
czety of Secunty Analysts. Moreover, the insurance brokers are of $73 million for 1983

HealthAmerica earnings up

HealthAmerica Corp in Nashville, Tenn,

an independent operator of health mainte-
B I I (@] d u Stry Sto C k I {e pO rt March 5,1985 2/27/85 thru 3/5/85 nance organizations, reports net income oi
$12 6 million for 1984 In 1983, net income

was $64 million, including an extraordinary
credit of 8 cents a share as a result of an in-

Brokors Pnce % Chg P/E $ Div % Yld High Low Vol (000) Pnce %Chg P/E $01¥ 96YId High Low Vol(000) Come tax benefit The company's fourth-
- 25. 1a.61 . s
Aoxandor & Aloiander Sics | NYSE 5025 12 6 3351 1.00 3 3 30 26+ 26.88 1,740 5 Avermce Corp NYSEEe TSRS S s LW quarter net income was $3 million for 1984,
- O 1 BIt C - : . s
Baldwin & Lyons Ine ere Ss=ec = ans o =o e 56 007 50.00 e Mens Assurn Co Amer OTC 5200 22 65 208 40  52.00 51.00 41.91 compared with $1 9 million for 1983
Corroon & Black Corp NYSE 43.63 11 9344 1.0023 43 63" 39.00 3313 NYSE 59.630016922037 61.00 59.63 244 8
otc 2650 87 22 3 0aa 1 7 26 s50-24.13 48 2 Chubb Corp . . The company also reported revenues of
aStCos Inc o s a7 >0 GO0 Oo 1475 1450 -2 e s ’
Combined Intl Corp NYSE a4 75 23 90 Zos as - $183 9 miillion for 1984, compared with $104 2
Gallagher Arthur J & Co ot 37000 7 23 3 0.28 O & 37.00 36.75 so 8 Continental Corp NYSE 42.00 -1 521 8 2.60 6 2 4= 75" 42.00 4322 million for 1983 The fourth-quarter reve-
it Nee e B LIRS ioncoin JDDCTRIRTIE ©TC 126.00 001295004 0 125.00 12500 ©0 q
Mareh & Molonnan Gos Inc NYSE 64 13 -3 2 396 2 40 3 7 66.50 64.13 227 2 Durham Corp ere.  4O07S 19 7O 128 31 40754090 % nues were $56 6 million for 1984, compared
Poe & Assoc Inc ore sms 0o 30 00O oo 8.25 825 9 6 Farmers Group Inc ot 57.25-13 104 1.76 3 1 57.75 57.25 - >
Reed Stenhouse Cos Ltd otc zass 85 341 o.eozs 23 88 22.25 9261 o o re aese with $31 million for 1983
s Fremont Gen Corp oTc 2513 20 OO0 O4as 19 -
AENTOBROKERS R o a = Great West Life Assurn Co. OTC 35000 00 94 1400 40 35000 35000 oo As of Dec 31, 1984, the company operated
Hanover Ins Go ore 36.75-07 17 50.56 15 36.75 36.75 a=e HMOs in 29 markets in 11 states with 539,000
Hartford Steam Boiler Insptn OTC 7050 44 31 5 300 43 70 50" 67.50 217 R . ;
N ore 8150 06 94 288 35 82.00 81.50 25 enrollees, Chairman Philip N Bredesen said
Conglomerates & Holding Cos Kans City L7fe Ins
. . 1152
American Express(Fireman's Fd) NYSE 42 75 0 6 15 3 1 28 3 0 43 50* 42 50 3,464 2 Kemper Corp Ol o200 00 Be 2 B B e ooz
Anderson Clayton(Ranger/PanAm) NYSE 37 7520 195 1 32 3 5 37 88 36 88 33 9 Liberty Corp S C B H
Pl S 3 8005 557 % 20 7 75788 449 4 Lincoin Natt Gorp Ind NYSEazis moa1a  1miaa assoazia 217e Royal profits plunge
Berkley W R Corp otc 1Tses az co os= =o 16 0o 15.00 68 0 Mission Ins Group Inc nNYsE TTS 216 00 050 85 e 6.75 ; o
CIGNA Corp NYSE 4075 234523 2.60 5 = 50 75~ a8.75 1,0804  Monumental Corp ore 30.13-04 126 1.304 3 30.25 30.00 : Royal Insurance PLC in London re-
i i . 3a4.75 3a4.38 1105 i i o,
City Investing Co (Home Ins ) NYSE 38 38 -1 6 92 000 00 39 00 38 38 509 1 Northwestern Natl Life Ins ~ °'¢ 3350 00 80 080 23 227sa25e 1100 ported its pretax profit dropped 89%, to 11 2
CNA Fint Corp (--NA) NYSE 37 881 0157 00000 37.8837.00 ve1  Oniecascorn s o G5 Obs 2o 3548 35.00 o4 7 million pounds ($11 9 million) in 1984 from
General Re Corp NYSE 74 63 2 2 46 6 1 56 2 1 75 25- 7413 540 1 Old Rep Intl Corp ore - o me oa s aa o o . R
ITT (Hartford G oup) NYSE 3213 20 88 100 31 3213 29 63 7,2505 Orion Cap Corp NYSE;;—S*; ;3: fZ)OABOO;ZS ; :3 2ao02aee e 984 million pounds ($104 3 million) in 1983
Optimum Hidg Co p ote ©sSo oo oo coo oo oso o0 2 O protsctive Corp e . ’ ' The company said its aftertax loss for 1984
Sears Roebuck & Co (Allstate) NYSE 35 63 -0 3 89 176 49 35 88 35 50 2,420 3 Prondent life & Acc Ins Co OTC 95 00 -4 5 68 338 36 5?770%058%009518214 was 6 million pounds ($6 4 million), com-
NYSE 264.75 0 3 14 5 0.00 O O 270.75 264.75 1640  StPaul Cos Inc ore 5688 -04 00 300 53 , . . -
I:‘:::r:‘:r': ::’eri""a“" SAFECO Corp ote 35.63-4411 715042 s6.63 35.63 8727 pared with an aftertax profit of 80 2 million
i - . ) 585 1 Sri Corp ot 17.00 -8 7 28 8 0.68 4 O 17.75 16.75 408 . )
=Occidental & Fred S James) NYSE 2913 -17 126 1.64 56 29.63 29.13 o e Group Inc o e s GO OO OS6 =1 o5 76 26 50 are pounds ($85 ml||IOrl) in 1983
CONGLOMERATES/OLDING COS AVERAGE 217 a7 S 658 oy Much of Royal's decline in profits was at-
Statesman Group Inc oTc 650 -37 97 O15 23 " . - - a
Tokio Marine & Fire Ins Co OTC 158.50 5 1 27 4 1.05 0 7 162 75* 158 50 241 tributed to its business in the United States
Insurers Torchmark Corp NYSE 42.00-3 2100 1.0024 44754100 2929 where the company's premium volume was
Travelors Corp NYSE 4363 -20 106 204 4 7 4488* 4363 1,2198 - o |
Unlted Flre & Cas Co oTe 2a00 0O 0o os0 =3 24.00 24.00 0.0 946 7 million pounds ($1 billion) in 1984, uT
Aetna Life & Ces Co nvse 4125 12 259 264 ©a  Aazz2s- 4113 ozeo . o )
American Gener.l Corp NvsE  30.25 3O 101 1.00 =33 3038 29 SC 1,397 6  United States Fid & Gty Co NYSE 31.88 16 18 5208 6 5 31 88 31 63 1,456.9 from 807 6 million pounds ($856 million) in
Amern Heritage Life Invt Co NYSE 31 SO 16 125 1 08 34 31.50 31 OC 4 5 Uslife Corp NYSE 38.50 -0 3 88 104 27 38.50 36.75 7157 1 983 The Company Said unfavorable cur-
American Indty Fint Corp orc 1800 OO OO 112 &2 18.00 18 ©OC 0.5 Washington Matt Corp NYSE 27.75 67 86 108 39 28.00 27.25 153 6 A
Amencan Intl Group Inc NYSE 71 38-0214 0044 0 6 72 75 71 3E 554 8 Zenith Natl Ins Corp OTC 1275 -89 232 068 53 1375 1250 450 rency exchange rates accounted for a 7 mil-
Aneco Reins Lid ot 163 33 00 00O OO 163  1sc Prs J— oo ae lion pound ($7 4 million) pretax loss
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However, the company also said its results

System design Altman Information Systems _ R R . .
were hurt by weather claims in Britain. i



If you were restoring this 1917 SAD XIlI,
yodd goto an expert.

Why buy Workers' Comp. anydifferently?

E-11 4%, 11

,L41701'

You don't have to go far to find a Workers'
Compensation program for your business.
But finding the expertise to make it work for
you is another matter.

At American Mutual, nearly 60% of our
business is in Workers' Comp. So we know
more about it than almost anybody And we
apply what we know to what you need. With
programs as individual as you are.

And we can also tailor general liability and
commercial auto insurance plans for you.
With the same know-how we're known for.

So if you value your business, shouldn't
you be talking with the experts?

+11

Location courtesy of the Owls Head Transportation Museum, Owls Head, Maine.
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