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Busness
Health insurers offer alternative

to Kennedy health plan mandate
WASHINGTON-Exempting health

insurers from state mandated benefit
laws would increase access to health

care coverage for the nation's uninsured,

8nsurmice according to a proposal made last week
by the Health Insurance Assn. of
America.

The HIAA's plan would:
• Amend the Employee Retirement

® Income Security Act to exempt health
insurers from state-mandated benefit
laws.
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A regal affai r 2 more firms

Lloyd's honors U.S. 2./= i -*- i-
I I. quit Asbestos

,

with tercentenaly bash :*f .:' 1 4.
'

«.'5 . 17571,1.

aboard queen's yacht
Claims Facility

11 L 32*/APS: By STACY ADLER
LONG BEACH, Calif.-The invitation reads· c 90»66 3

The Master of the Household
\ 1.1

PRINCETON, N J -In what could be a fatal blow to the
is commanded by The Queen to invite *r, 144 , f;li 1 1, Asbestos Claims Facility, two more malor asbestos producers

Ms Kathryn Mcintyre are withdrawing from the facility and three others say they
on board H.M. Yacht By:tannia at Long Beach will withdraw if the facility is not restructured
on Wednesday, 2nd March, 1988 at 8·30 a m Last week, Fibreboard Corp of Concord, Calif, and Pitts-

dunng the Visit of burgh-Cornmg Corp of Pittsburgh informed the facility they
Their Royal Highnesses The Duke and Duchess of York ,, will not submit new claims to the facility as of May 2 and

'2to attend a Lloyd's Conference It May 9, respectively. U
organ:zed m conlunction w:th 4/. 6 W Neither Fibreboard nor Pittsburgh-Corning have decided

'A
Bnt:sh Inv:sible Exports Council and

Bntish Overseas Trade Board
whether they will attempt to remove pending claims from the
facility

'V

To the editor of Bus:ness Insurance, to an avid sailor
Their announcement comes on the heels of Eagle-Picher7,# E

Industries Inc 's withdrawal from the facility as of March 1
and to an unabashed Anglophile-in that order-this was - Cincinnati-based Eagle-Picher also filed suit against the fa-

,- a great honor ·- *:.- = - cility in U S District Court to remove all cases pending in the
How great an honor and special occasion was yet to be 1,1141 facility (BI, March 7)

realized In addition, Owens-Illinois Inc of Toledo, Ohio, and Carey
The guest list for this Canada Inc and Celotex Corp, both units of Jim Walter

r
event aboard the royal f- r.:, 4 L ,-||15'Fr Corp in Tampa, Fla, expressed "an unwillingness to go

Editor's family's private yacht was  1 ,· forward with the facility as presently constituted "
not included with the mvi- A. The companies refused to elaborate on their announce-

notebook tation, so the hosts and ment, but others believe they will leave the facility
guests-and how many ''I "It is my understanding that Owens-Illinois has Indicated

1 - there would be-were un- it is leaving and Celotex and Carey-Canada are also leaving,"
known said plaintiff's attorney Richard Glasser, with the Norfolk,

And, although filled with anxious wonder about a visit Va, firm of Glasser & Glasser
aboard Her Malesty's Yacht Britannia, I can report this Lawrence Fitzpatrick, the facility's acting chief executive
once-in-a-life time experience exceeded expectations officer, would not confirm or deny if the companies are pull-

This is a personal account of the social as well as busi- ing out of the facility
ness activities aboard Britannia on March 2, one of Together, the six producers fund 75% to 95% of the facil-
Lloyd's official events to celebrate its Tercentenary (If ity's liability costs, estimate several attorneys close to the
you want nothing but the straight news of the official Photo Kathryn J Mcintyre facility
remarks, turn to page 32 ) Britannia, with her colors streaming in the wind, Mr Fitzpatrick would not reveal the liability shares of the

Where does one spend the night before boarding Britan- docked at Long Beach Naval Station. producers withdrawing or threatening to withdraw, but he
nia? Why, Hotel Queen Mary, of course, advises Lloyd's in denied that the total is as high as 95%
its instructions accompanying the Invitation room is called aboard a vessel), to this sailor, that alone In addition, Owens-Coming Fiberglas Inc of Toledo, Ohio,

The Queen Mary that great luxury hner built by the was an adventure. one of the largest producers in the facility before lt stopped
British during the Great Depression that is now perman- (To the United Airlines crews who must stay on Queen submitting claims to the facility last October, announced
ently docked as a hotel in Long Beach Portals for win- Mary on layovers, a ship built in the 1930s lacks modern earlier this month that it now also wants to withdraw all
dows and risers between the bedroom and head (as a bath- Continued on page 31 pending claims from the facility

Cont:nued on page 38

Borg-Warner sued for Centaur's debts
By DOUGLAS McLEOD Separ:tely, Central National Insurance Borg-Warner of fraud, reckless misrepresen- before the same ludge The cases are cur-

Co of Omaha, Neb , and subsidiary Protec- tation and breach of obligations to Centaur rently before two different ludges
CHICAGO--Six insurers are suing Borg- tive National Insurance Co filed suit against policyholders Borg-Warner is scheduled to respond to

Warner Corp to recover an estimated $36 1 Borg-Warner last month in the Chicago fed- Illinois Insurance Department officials say the complaints by March 25 A Borg-Warner
million in reinsurance claims collectible eral court Central National and Protective that Centaur retroceded business to Hartford spokeswoman declined to comment on the
from Centaur Insurance Co, an insolvent National seek $7 6 million in paid losses and and Central National units in addition to as- insurers' allegations,
Borg-Warner subsidiary a ruling that Borg-Warner must pay addi- suming business from them, though this A Nov 6,1987, letter from Centaur's reha-

Four Hartford Insurance Group units hled tional unreported losses that could exceed $9 point iS not mentioned in either of the suits bilitator to its reinsurance policyholders re-
suit against Borg-Warner in late January in million Money owed by these insurers to Centaur ported that the insurer had an $854 million
U S District Court in Chicago, seeking to The six insurers are attempting to pierce under these retrocessional agreements may deficit in its policyholder surplus as of June
recoup $4.5 million in paid losses The suit the corporate veil separating Borg-Warner ultimately exceed the amounts owed to the 30
also seeks a ruling that Borg-Warner is re- and Centaur, which was ordered into vol- insurers by Centaur, the officials say Centaur, which ceased writing direct in-
sponsible for additional unreported losses- untary rehabilitation Sept 4 by a Cook A federal Judge last week denied a motion surance and reinsurance business in January
expected to exceed $15 million-on the Cen- County Circuit Court (BI, Sept. 7,1987) by Central National and Protective National 1986, had total assets of $123 7 million and
taur reinsurance contracts In addition, the suits variously accuse that would have brought the two lawsuits Continued on page 37
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magnitude of product liability crisisi from employees for child-care benefits
GAO says asbestos claims distort
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Update- Plaintiffs' bar blasts
HIAA offers alternative
Continued from previous page

If health insurers did not have to provide mandated benefits, they AMA malpractice plan
could offer a lower-cost health insurance plan to employers, which
would include only 44

basic inpatient and outpatient physician, hos-
pital and diagnostic services," the HIIA contends By MICHAEL BRADFORD from hospitals, insurance companies and other doctors

• Establish state risk pools funded by general revenues or insur- and levy disciplinary actions against physicians
ers and self-funded employers for high-risk individuals unable to CHICAGO-The American Medical Assn's proposal The association is recommending the plan first be
purchase health insurance elsewhere to eliminate jury trials m medical malpractice cases tried on an experimental basis in a few states, accord-

• Establish a non-profit organization funded by insurers, health and instead allow state medical boards to resolve these ing to Martin J Hatlie, senior attorney in the AMA
maintenance organizations and self-funded employers to reinsure cases is drawing fire from plaintiffs' attorneys and general counsel's office
health insurance policies for high-risk groups of employees. only lukewarm enthusiasm from insurers The Medical Society of the State of New York is now

• Allow self-employed individuals to deduct 100% of the cost of Attorneys, insurers and other professionals question asking state legislators to pass a bill that would create
health insurance premiums for themselves instead of the current whether the plan-also endorsed by 32 other medical an administrative system similar to the one proposed
25% societies-could pass constitutional muster since it by the AMA (see story, page 16)

• Expand Medicaid to cover all below the federal poverty level would strip claimants of a hallowed American right In addition, Mr Hatlie said two "less urban, Western
The HIAA's proposal follows last month's approval by the Senate access to a Jury trial states are very seriously considering the (AMA) pro-

Labor and Human Resources Committee of S 1265, sponsored by But, the AMA contends that the proposal actually posal for the next legislative year " However, he would
Sen Edward Kennedy, D-Mass, which would require employers to would provide medical malpractice claimants with not identify those states
offer group health care coverage (BI, Feb 22) less-serious injuries an increased opportunity to re- According to Mr Hatlie, the AMA project is "a pro-

An HIAA spokeswoman said the group's proposal lS a "better cover damages totype, a generic piece of work" that can be molded to
plan" than the Kennedy bill "because it is more comprehensive." Others speculate that if states adopt the AMA pro- fit the particular structure of state governments that

posal, similar methods for disposing of product liabil- adopt the proposal
Reiss to sell to Swiss Re ity claims eventually may be developed They point out Under the AMA's plan, anyone with a malpractice

that the first tort reforms enacted during the last dec- claim would first appear in a pre-hearing conference
HAMILTON, Bermuda-Fred Reiss, chairman and founder of The ade were the result of the medical malpractice crisis of during which claims reviewers from the state agency

Reiss Organization, is negotiating the sale of his 70% stake in the the 1970s (see story, page 15) created to handle medical malpractice claims would
captive services company to Swiss Reinsurance Co., a'long-time In January, the AMA unveiled ltS Medical Liability quickly evaluate claims and dismiss those without
reinsurer of Reiss captive msurance company pools Prolect, a proposal that calls for eliminating jury trials merit

The sale, which is expected to be announced within the next few in medical malpractice disputes and placing those The proposed system promises patients "an experi-
weeks, is supported by Reiss Organization management, whose se- cases in the hands of state agencies consisting of enced attorney from the medical board's general coun-
nior executives hold the other 30% interest in the operation It is claims reviewers, case examiners and medical boards sel's office who will litigate the claim on behalf of the
not known whether the sale will include their 30% that would have the authority to dismiss the claims or patient free of charge "

Mr Reiss, who turns 62 this month, lS expected to stay on as award damages within certain limits (BI, Jan 18) If a claim is not dismissed, the claim reviewer would
non-executive chairman of the company he founded in September The agencies also would be given authority to mom- submit it for review to a physician who practices in the
1958 that pioneered captive insurance company development and tor physician performance by gathenng information Continued on page 14
management Reiss now employs about 300 people, manages more
than 200 captives and operates 20 offices worldwide

Rowland to join Sedgwick Company hit with record fine
LONDON-David Rowland, who admits the merger of Stewart

Wrightson Holdings PLC with Willis Faber PLC in September
(iici not go as planned, has resigned as Willis Faber vice chairman to for environmental violations
become chief executive of Sedgwick Group P L C.

Mr Rowland, 54, who had been chairman of Stewart Wrightson, By MEG FLETCHER hazardous chemicals while employed by Protex
was expected to succeed Willis Faber Chairman David Palmer "The threat of future disease and early death hangs
when Mr Palmer retires Oct 31 DENVER-Protex Industries Inc lS considering like the sword of Damocles over their heads," Judge

However, Willis Faber announced last week that Deputy Chair- whether to appeal the largest fine ever assessed in a Carrigan said
man Roger Elliott will succeed Mr Palmer, a decision made prior to criminal case brought under federal environmental "The court reaffirmed what Congress Intended that
Mr Rowland's resignation, said a Willis Faber spokesman laws people in regulated industries have the burden of

At Sedgwick, Mr Rowland succeeds Carel Mosselmans, who U S District Court Judge Jim R Carrigan fined Pro- knowing what types of hazardous waste they generate
steps down as chief executive but remams as chairman until his tex $7 63 million, the maximum allowed by law, earlier and also have a duty and obligation to dispose of them
retirement m April "I decided that we would separate the role of this month for illegal waste disposal practices He then properly," said Assistant U S Attorney Douglas W
chairman and chief executive officer and we looked for the right suspended about $5 million of the fine, though this Curless
person to appoint," Mr. Mosselmans said His successor as chair- amount could be reinstated if Protex fails to clean "I think the court was sending a strong message to
man will be named closer to his retirement up hazardous waste and make restitution to inlured individual employers that they are going to be respon-

Mr Rowland's departure is the latest ma series of resignations at employees sible for the workplace in which their employees
Willis Faber following the merger, including the defection of more A ]ury in December found Denver-based Protex work," Mr Curless said
than 100 Stewart Wrightson employees and key executives guilty of 16 violations of federal environmental laws, In addition, prosecutors will be "more encouraged

including the Resource Conservation and Recovery Act to press criminal charges against companies in hazard-
Meddes sentenced to two years and the Clean Water Act (BI, Jan 11,18) ous waste cases because of the Protex case, said Judson

The case marks the first time a company has been Starr, chief of the U S Department of Justice's En-
LONDON-Ronald Leslie Meddes, former chairman of now-de- convicted under these laws for specifically endanger- vironmental Crimes Section of the Land and Natural

funct Multi-Guarantee Ltd, is the first person disciplined by ing human life Resources Division

Lloyd's of London to be sentenced to ]ail "We must all be reminded that we all hold this frag- Many of the environmental law violations for which
Mr Meddes pleaded guilty last week to conspiracy in fraud- ile earth, this uniquely blessed planet, in trust and are Protex was convicted stem from a steel barrel recy-

ulently obtaining an unspecified amount of commissions and pre- not free to despoil lt to satisfy our greed or avarice," cling unit operated by Protex, which manufactured
miums involving extended warranty insurance policies written said Judge Carrigan at the March 4 sentencing hear- and sold chemical additives to harden and cure con-
by Lloyd's syndicates and administered by Multi-Guarantee He 1ng crete

was sentenced to a two-year prison term. Judge Carrigan also expressed concern about three The jury found that the three injured men were ex-
Lloyd's found Mr Meddes guilty m October 1985 of four charges former employees, who he said doctors have described posed to residues of pesticides and solvents from

of misconduct, expelled him from Lloyd's and ordered him to pay as "walking time bombs" because of their exposure to Continued on page 36
costs of 50,000 pounds ($71,500 at the appropriate exchange rates)
(BI, Oct 28,1985) According to documents of the disciplinary pro- Inside
ceedings issued by Lloyd's last week-which could not be released
until after the trial-Mr Meddes altered and/or misrepresented ex-
tended warranty policies written for several large British electrical ;00' The Bermuda government was convinced not to shut children, a recent survey by the Bureau of Labor Statls-
appliance manufacturers. down River Plate Reinsurance Co last summer after tics shows. PAGE 29

Also last week, Timothy Roberts, a Multi-Guarantee director, reviewing fnanctal statements later found in error, says the
was found guilty of forgery and was sentenced to a six-month term, reinsurefs liquidator. PAGE 4 ps Leonard M Wilson, a managing director at L F Roths-
which was suspended, and hned 3,000 pounds ($5,430). child & Co., reports that despite unpredictable industry

Stuart John Campbell Ritchie, who Lloyd's suspended for four + U.S. employers are neglecting working parents' crying cycles, Itis too soon to wnte on insurance brokerage stocks
years and fined 20,000 pounds ($28,600), was acquitted need for child care, charges this week's editonal. PAGE 8 as an attractive area for long-term growth. PAGE 39

Court rules on merger talks ,0 Taxmen on both sides of the Atlantic Ocean are casbng Departments
larger shadows over Lloyd's of London syndicates and their Ask a benefit manager 94

WASHINGTON-A Supreme Court ruling will make it easier for members PAGE 11
Benefit 1-e

shareholders to brlng class-action sults against corporations that Ciassifieds 14
issue misleading mformation about merger talks or other activities. V In International Issues. Jerome Karter. senior vp and Comings & goings: buyers 25

The court ruled 6-0 last week that investors alleging securities manager-New York international department of Johnson Comings & goings: industry 17
fraud do not have to prove individually that they relied on mis- & Higgins, explains how U.S. multinationals operating in Insurance services guideleading mformation in making investment decisions. Puerto Rico are using tax break savings to fund fire pre- International issues 23Ruling in a case mvolvmg the 1978 acquisition of Basic Inc by vention improvements called for in Puerto Rico's new fire Legal briefs .....................24
Combustion Engineering Inc., the Supreme Court also found that safety law. PAGE 23 Letters
information about preliminary merger talks may qualify as "ma- Opinioneterial " Federal law bars companies from making false or mislead- a••' In Ask a Benefit Manager, Joseph W. Duva, director of Perspectives ....................................______.23

Continued on page 37 employee benefits at Allied-Stgnal Inc. in Momstown, N.J., TirOF ,9
reviews a multiple ophon arrangement that could be the
way health care benefits will be delivered to employ- Vol 22, No 11-Bus,ness insurance (ISSN 0007-6864) is published weeklyErrors & omissions ees,n the future. PAGE 24 at 740 N Rush St, Chicago, 18 60611-2590 Second-class postage Is paid

• Tillinghast-Risk Management Casualty Division reported an at Chicago, 111 , and at additional mailing offices Postmaster Send address

incorrect telephone number ln the directory of risk management V Only 2% of the nation's employers w,th 10 or more changes to Business insurance, Circulation Department. 965 E Jefferson
Ave, Deuoit, Mth 48207, 800-992-9970 or 313-446-1611 Copynght 1988

consultants (BI, March 8) The correct number is 212-490-3460 employees sponsor day-care centers for their workers' by Crain Communications Inc
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GAO disputes product liability crisis
Product liability litigation growth*

01*094004404004000'0000000000*00
1-3 Total number of Suits.

 Excludes asbestos, Dalkon Shield and Bendectin cases.
*New product liability suits filed in federal courts Source: General Accounting Office

Unsettled claims

to delay closing
books at Lloyd's

By CAROLYN ALDRED

LONDON-Several Lloyd's of London syndicates may be
forced to keep their 1985 accounts open this year because of
disputes over runoff reinsurance policies written by Lloyd's
of London underwriter Richard Outhwaite.

In addition, several other syndicates may be forced to keep
open their 1985 accounts, the underwriting year closing this
year under Lloyd's three-year accounting system, because of
uncertainty surrounding pollution and asbestos claims.

One underwriting executive estimates that altogether as
many as 50 of Lloyd's 384 syndicates trading in 1985 may
have to keep their 1985 accounts open.

Despite earlier predictions of another bumper year of prof-
its in the market as a whole, syndicates closing their 1985
accounts likely will produce lower profits than anticipated
because of the "heavy reserving" syndicates are having to
make to cover potential losses from asbestos and pollution,
some observers note.

Lloyd's syndicates, unlike most insurance companies, wait
three years before closing their accounts to enable them to
assess their liabilities more accurately. Syndicates can ex-
tend the three-year reporting period if they are unable to
make an accurate assessment of their likely liabilities, al-
though they are usually reluctant to do so.

However, in recent years, disputes over reinsurance pay-
ments, a rapid increase in the number and cost of asbestos
and pollution claims and uncertainties over liabilities have
forced more and more syndicates to keep underwriting ac-
counts open.

For example, 18 syndicates currently trading kept their
1984 accounts open last year. A total of 33 trading syndicates
have 39 accounts left open from the 1984 underwriting year
and before, according to the Lloyd's 1984 league tables pub-
lished by the monitoring agency Chatset Ltd.
, In addition, 50 sets of accounts were still open last year for
the underwriting years 1984 and before by 25 syndicates no

Continued on page 10

By JERRY GEISEL

WASHINGTON-There is no across-the-board explo-
sion in the number of prodtct liability suits filed in fed-
eral courts, the General Accounting Office says.

Taking sharp issue with the Justice Department,
which has contended that there is a "litigation explo-
sion," the GAO says in a new report that the increase in
federal product liability suits is "neither rapidly acce-
lerating nor explosive."

While there was a 272% increase in product liability
suits filed in federal courts between 1976 and 1986, the
GAO report points out that about 60% of the increase is
attributable to the surge in suits related to one product:
asbestos.

If asbestos lawsuits and the mass litigation surround-
ing two pharmaceutical products are excluded, the num-
ber of product liability suits filed in federal courts in-
creased 104% between 1976 and 1986.

Besides asbestos, the GAO singles out the Dalkon
Shield, an intrauterine device manufactured by A.H.
Robins Co. Inc., and Bendectin, a morning-sickness drug
manufactured by Merrell Dow Pharmaceuticals Inc., as
contributing heavily to the increase in product liability
litigation.

"The growth in filings unrelated to asbestos, the Dal-
kon Shield and Bendectin appears to be neither acce-
lerating nor explosive, although these filings have dou-
bled over the last 10 years," the GAO said.

And, the GAO notes, the annual increases in the num-
ber of product liability suits filed-excluding suits re-
lated to asbestos, Bendectin and the Dalkon Shield-ap-
pears to have peaked between 1979 and 1981, when the
annual increase averaged about 15%. By contrast, the
number of product liability suits filed after 1981 has
increased about 4% annually, the GAO said.

"These data seem inconsistent with the contention

that there is a rapidly accelerating growth in federal
product liability filings across a wide range of prod-
ucts," the GAO said.

But the GAO report, requested by Rep. James Florio,
D-N.J., chairman of the House Commerce, Consumer
Protection and Competitiveness Subcommittee, is draw-
ing fire from both government officials and insurance
and business lobbyists.

They say there is no rationale for excluding suits aris-
ing from causes like asbestos, Bendectin and the Dalkon
Shield, in tallying the rise in product liability litigation.

"There is no logic for such an exclusion," said Robert
Continued on page 26

Chicken Soup
in Minneapolis
caters to

children who

are too ill to

attend their

usual day-care
centers.

No child's play
(Photo courtesy of
Chicken Soup Inc.)

Employers wrestle with child-care benefits
By KARI BERMAN

As the baby boomers of the 1950s and early 19605 start
their own families and the number of women in the work-

force increases, employers are under increasing pressure
to provide child-care benefits.

Employers are responding to the pressure with a variety
of different types of child-care benefits, including provid-
ing day-care information, establishing day-care reim-
bursement accounts funded by employees' pretax dollars,
subsidized day-care programs and on-site day-care facili-
ties.

In addition, legislation is pending in Congress that
would encourage states to create and expand child-care
services (see story, page 30).

So far, child-care benefits still are far from a stan-
dard employee benefit, the U.S. Bureau of Labor Statistics
found in a recent study. Only 11% of the 10,000 com-
panies polled by the Department of Labor offered some
form of child-care assistance for employees (see story,
page 29).

But benefits experts say more employers will be forced
to offer child-care benefits to remain competitive as the

Continued on page 27

Coverage weil-orchestrated for tour

Photo: Jim Steere

Without missing a beat, the Chicago Symphony Orchestra led by
Music Director Sir Georg Solti was insured for its Australian tour.

By MARK A. HOFMANN

CHICAGO-The Chicago Symphony Orchestra's risk
management program is finely tuned to cover the
world-famous ensemble and its irreplaceable equip-
ment on its current Australian tour.

In fact, unlike the hours of rehearsals that are re-
quired before a performance, placing insurance for the
tour was a simple process, according to both William
Rahe, the symphony's finance director, and the CSO's
brokers.

Before the three-week sojourn to the land down
under by the 106-member orchestra led by Music
Director Sir Georg Solti, Mr. Rahe contacted the or-
chestra's two brokers to arrange liability insurance
for the orchestra and coverage for the 16 tons of
equipment and baggage required for the tour.

While the orchestra had to purchase additional lia-
bility coverage for the tour, the CSO did not need
to supplement the insurance that covers the musician's
instruments anywhere in the world.

Placing tour insurance is "not that complex at all;
it's just a matter of a few phone calls and it's done,"
said Charles Bowen, vp with Marsh & MeLennan Inc.
in Chicago. M&M places the symphony's liability cov-

erage as well as its equipment coverages, with the ex-
ception of insurance for the instruments.

Mr. Bowen would not reveal the cost of securing new
policies that are in force in Australia, but said they
were not a significant addition to the CSO's insur-
ance costs.

With an annual budget of about $20 million, the CSO
spends considerably less than $200,000 a year for
property and casualty insurance, not including work-
ers compensation coverage, says Mr. Rahe.

"Every time you go to a foreign country, you have to
buy all the coverages you have now (in the United
States)," pointed out Shirley Evans, an assistant vp
with M&M who oversees the CSO account.

Ms. Evans pointed out that separate policies are re-
quired for general liability, leased automobiles and
workers compensation exposures while the CSO is in
Australia.

The symphony's $1 million in primary general liabil-
ity insurance for the tour is written by The Home In-
surance Co. in New York, Mr. Rahe said. The CSO also
has $10 million in excess liability insurance, written
by General Star Indemnity Corp. of Stamford, Conn.,
and Chubb Custom Insurance Co. of Warren, N.J.

Continued on page 12
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River Plate accounts in error: Liquidator
By ROGER SCOTTON

HAMILTON, Bermuda-The
Bermuda government, concerned
last summer about the financial
condition of River Plate Reinsur-

ance Co. Ltd., was convinced not to
shut the company down after
meeting with its executives and re-
viewing financial statements sup-
plied by the company.

Those financial statements, how-
ever, contained errors, according
to a report delivered by Michael
Jordan, a London-based partner
with Coopers & Lybrand's Cork
Gully unit, to about 40 River Plate
creditors at a March 1 meeting in
Bermuda.

Mr. Jordan and David Lines of

Coopers & Lybrand's Bermuda of-
fice were approved at the meeting
as joint liquidators of River Plate,

pending Bermuda Supreme Court
sanction of their appointment.

They were appointed provisional
liquidators under a winding-up
order for River Plate issued Jan. 4

by the Supreme Court.
Mr. Jordan suggested at the

meeting that the Bermuda govern-
ment may have been misled by the
errors in the financial statements,
a suggestion refuted by an attorney
representing executives of River
Plate.

Bermuda's Registrar of Com-
panies Verbena Daniels said last
week that attorneys have advised
her not to comment on a matter

pending in Bermuda courts.
Attorney Alan Rein-who at-

tended the creditors meeting on
behalf of River Plate's managing
director, Argentine businessman
Carlos Goberman and minority

shareholder Juan Taboada-said in

an interview last week: "I don't

believe the registrar was misled in
any way, shape or form" by the fi-
nancial statements she was given
at an August meeting. "I think she
was told everything about the com-
pany that was known at that time.

"Mr. Goberman admits that

there were errors in earlier finan-

cial statements. But I don't believe

that they were material errors.
They were discrepancies which Mr.
Goberman has explained were due
to the haste with which the figures
were put together," said Mr. Rein,
who is with the New York-based

firm of Killarney, Rein, Brady &
Fabiani.

Ms. Daniels had on July 17, 1987,
indicated to River Plate that Ber-

muda's minister of finance was

considering freezing the rein-

surer's assets and halting its busi-
ness activities under Bermuda's

1978 Insurance Act, according to
Mr. Jordan.

She had heard that cedants were

concerned by telexes they had re-
ceived three months earlier from

River Plate, Mr. Jordan said. The
company had telexed some ce-
dants, saying to some that it repu-
diated liability for claims and to
others that River Plate was pre-
pared to settle claims for up to 10%
of the sums sought.

Ms. Daniels met with Mr. Gober-

man, Mr. Taboada and Brian Drew,
who runs River Plate's London of-

fice, on Aug. 5, 1987, and received
financial statements, Mr. Jordan
said.

After the meeting, Ms. Daniels
wrote to the company saying that
the minister would not take any

Whydoes KenAlbrecht ofPizza Hut specify
Crawford Risk Management Services?

CLAIMS SERVICES

HEALTH AND REHABILITATION

INFORMATION SYSTEMS

RISK CONTROL

EDUCATION

RISK SCIENCES GROUP

C/aw/9/d
CRAWFORD & COMPANY

RISK MANAGEMENT SERVICES

Crawford & Company
5620 Glenridge Drive, N.E.

Atlanta, GA 30342

(404) 256-0830

'After 15 years in risk management, I
know that even the sma//est claim can

become a nightmare when mishandled.
I sleep better knowing Crawford is
hand/ing the case."

Ken Albrecht

Director, Risk Management
Pizza Hut, Inc.

such action, Mr. Jordan said.
Mr. Jordan said that financial

statements given to Ms. Daniels at

the Aug. 5 meeting, which covered
the period from Dec. 31, 1986, to
June 30, 1987, showed substantial

changes in the company's financial
position. The differences centered
on River Plate's cash holdings and
its investment in affiliated com-

panies, he said.

Investments in its wholly owned
bank, Transamerica Casa Bancaria

S.A. in Montevideo, Uruguay, were
valued at from $950,833 to more
than $3 million, depending on the
period. Later estimates prepared
for Sept. 30, 1987, put them at
more than $12 million.

At the creditors meeting, Mr.
Jordan said that other questions
remain unanswered regarding
River Plate's decision to place
funds in Transamerica knowing
that, under a banking moratorium
in force in Uruguay since 1986, the
money could not be recovered for
another eight years.

It is unclear from the informa-

tion available just how much of
River Plate's money is on deposit
with the bank, Mr. Jordan said.
He said that Mr. Goberman had

told him that River Plate had ac-

quired the bank for about $4 mil-
lion and had injected capital and
deposits into it from time to time
over the past eight years. He said
that River Plate is now its only de-
positor.

It appears from the accounts that
Bermuda-based affiliate Transcon-

tinental Reinsurance Brokers re-

ceived $4.2 million from River
Plate in 1986 to pay ceding insur-
ers, Mr. Jordan also said. Last

year, the same affiliate received a
further $2 million, a sum that Mr.
Goberman has told him was paid
to settle an existing debt to Trans-
continental.

Mr. Jordan told the creditors,
who represented about half of the
$50 million in claims and in-
curred-but-not-reported losses
facing the company, that an affi-
davit filed in court by Mr. Gober-
man on Nov. 27, 1987, indicated
that River Plate had suffered losses

as a result of general market con-
ditions and because of fallout from

Britain's 1982 war with Argentina
over the Falkland Islands.

He said the affidavit said that

the United Kingdom's decision to
freeze Argentinian bank accounts
had raised doubts in brokers'

minds about River Plate's ability to
meet losses in view of its strong
connections with Argentina.

The affidavit said that currency
export restrictions were in force in
Argentina at that time and that
London brokers became increas-

ingly reluctant to place business
with River Plate's U.K. contract

office and underwriting consul-
tant, River Plate Reinsurance Ser-
vices Ltd., a subsidiary through
which the bulk of River Plate's

mostly fire and liability excess-of-
loss reinsurance business was

channeled. The company ceased
underwriting at the end of 1986, he
also said.

The creditors also were told that

legal actions had been started
against River Plate in the United
States, Britain and Bermuda over
outstanding claims that River
Plate had repudiated before being
ordered wound up. Some of these
were repudiated by River Plate on
the grounds of misrepresentation
and fraud, Mr. Jordan said.

Mr. Jordan said that a list of U.S.

creditors is being agreed upon with
the New York superintendent of
insurance, who has already seized
River Plate's $1.5 million trust
fund.

River Plate's Bermuda-based

directors-Arthur Leighton, David
Doyle and John Campbell-at-
tended the meeting. I
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For manyAmericans, rettement is exactlywhattheyhoped fo.

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

History has shown thatpersonal savings and programs
like Medicare and Medicaid can't coverallthecosts of
retirement health care. Companies with retirement health
benefits also face the proNem ofunfunded future liabilities.

Additional solutions mustbe found to address this
retirement health care cost issue that will eventually affect
every person, company and institution in our country

Rurces
A diision (,f Northwestern Naticina| Life Insurance Company,

1,"19-r__-___ aill:I

At NWNL Group,we're developing an employee benefit 10th largest group insurance company, we will soon beprogram called LifeScope: that would provide for a person's adding more elemens.retirement years and workingyears. What makes the
IjfeScope Program unique is its comprehensive approach to Program, contact Ginny Patrick, NWNL Group, Box 20,providing benefits. It is more than life insurance and Minneapolis, MN 55440 or call (612) 372-5784. Becausea nursing home policy

now is the time tobegin solving the problems of providingBymanaging the delivery of health care and planning health care in the future.for future needs, the LifeScope Program can find alter-
natives that make health care more affordable, while
allowing individuals to live independently The program's
benefits would bevolumary, flexible andportable.

Many elements of the LifeScope Program have
alreadybeen put into place through current NWNL Group 7be r*t bfriffitsfw today
benefit programs. Using our resources as the nation's Tbe righT ideasfor tbeBture

for statistics: Emplowe Benefit Research Institute. 1985; Benefits Research, Inc 1986; National Enderwriter 1986..\linneapolis, MS (not admitted in the State of New¥ork). The North Atlantic Life Insurance Company ofAmerica,Jericho, XY (a member of the NWNL Companies)
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Coca-Cola bottler offers new benefit plan
Benefit beat

Employees at Central Coca-Cola
Bottling Co. of Richmond, Va., can
use a variety of insurance, banking
and financial services under a new

benefit program offered by Tra-
velers Corp.

MoneyTrac, a comprehensive in-
surance and financial service

package, was offered in.January to
the bottler's 500 employees at 13
facilities in Maryland, Ohio, Penn-
sylvania, Virginia and West Vir-
ginia. So far 200 employees have
signed up for the program.

The program allows employees to
buy services such as homeowners,
life, auto and disability insurance,
as well as financial services such as

an interest-bearing checking ac-
count, savings accounts, consumer
credit cards, an overdraft line of
credit, financial planning, personal
loans and mortgages. And they can

utilize the services at work.

"MoneyTrac enables our employ-
ees to carefully examine their fi-
nancial situation and establish

solid plans to protect themselves
and their families. And since Mon-

eyTrac is offered right where they
work, it helps our people to better
manage their time.as well as their

money," said Betty Sams Chris-
tian, president of Central Coca-

Cola Bottling.
In addition to basic financial

services, MoneyTrac provides other
services at a substantial discount,
a Travelers spokesman said.

For instance, mortgage applica-
tion fees are $150 for members,
compared with about $295 else-

where. Also, fees for financial

planning through the program are
about half of typical rates, he said.

MoneyTrac supplies an inte-
grated monthly statement that lists
all account balances. all transac-

tions, progress on savings goals

and percentages spent on various
expense categories.

The annual program fee is $100
per employee annually. Central
Coca-Cola pays half of the fee for
its employees, the Travelers
spokesman said.

Benefit level survey
Employers in the Pacific North-

west provide employee benefits

that often greatly exceed national
norms, according to a recent sur-
vey conducted by M&R Compensa-
tion Consulting Services.

The Seattle-based consulting
firm, an unit of Milliman & Ro-
bertson Inc., surveyed 90 Pacific
Northwest employers primarily in
Washington and Oregon, which
have a total of 190,000 employees.
The survey found a high level of
benefits ranging from 401(k) sal-
ary reduction plans to dental cov-
erage.

According to the survey, 94% of
Pacific Northwest employers pro-
vided a retirement benefit plan to
employees and the most popular
type of retirement benefit is the
401(k) plan. M&R found that two-
thirds of the surveyed ennployers
offered 401(k) plans.

In contrast, a 1987 U.S. Bureau
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----------------------------
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of Labor Statistics report on bene-
fits in medium-sized and large
companies across the country
found that less than one-third of

employers provided 401(k)s, M&R
pointed out.

The reason for the popularity of
401(k) plans was not readily ap-
parent from the survey results, said
Caroline C. Demetriou, an M&R
consultant. "The 401(k) plan is just

something that has caught on
here," she said.

Despite changes in the 1986 tax

laws that toughened non-discrimi-
nation rules, limited employee de-
ferrals to $7,000 per year and pro-
hibited new plans for tax-exempt

and state and local government
employers, the 401(k) has remained

an attractive retirement savings
option, Ms. Demetriou said.

Other findings in the M&R sur-
vey include:

• Pacific Northwest employers
limit 401(k) deferrals to an average
of 6% of salary for highly paid em-

ployees. Three-fourths of the em-
ployers that offered the plans

matched employee deferrals, with
most matching 50%.

• A typical Pacific Northwest
employee can expect a private pen-
sion benefit at normal retirement

age that replaces 37% of final pay,

compared with the national aver-
age of 28%, as reported in the BLS
study.

• Dental benefits also exceed

national levels, with 91% of the

surveyed employers offering dental
benefits. By contrast, the BLS sur-
vey found that 71% of employers
nationwide offer dental benefits.

The popularity of dental insur-
ance reflects the Pacific North-

west's historic trend toward more

expansive benefits, Ms. Demetriou
said.

"That's not at all surprising con-
sidering the history of this area,"
she said. "It's become a benefit

that people have come to expect."
• All employers surveyed pro-

vide medical insurance. Also, most

offer a comprehensive plan that
includes a deductible and, on aver-

age, pays 80% of medical costs up
to a specific amount, after which

most plans paid 100% of expenses.
• Life insurance was provided

to employees at all but one sur-

veyed company and accidental
death and dismemberment cover-

age was provided by 91% of em-
ployers.

• Most surveyed employers pro-
tected employees with long-term
disability insurance. The income
replacement insurance was avail-

able to 92% of salaried employees
and to 84% of hourly workers.

• Employers in the Pacific

Northwest states parallel the na-
tional trend in their use of man-

aged health care options, such as
health maintenance organizations
and preferred provider organiza-
tions.

Two-thirds of Pacific Northwest

employers offer an HMO option
and 16% offer a PPO option to em-
ployees, according to the survey.

The survey was the first compre-
hensive effort to determine the

benefit levels provided by Pacific
Northwest employers, Ms. Deme-
triou said.

Summary copies of M&R's sur-
vey are available for $350, while
complete, detailed copies are $550.
For further information, contact
Caroline C. Demetriou, M&R Com-

pensation Consulting Services,
Suite 3600, 1301 Fifth Ave., Seat-
tle, Wash. 98101; 206-624-7940.

.

Benefit beat keeps employee bene-
fit managers informed on what other
companies are doing with their bene-
fit plans. We'd like to know if you've
made any changes. Write Glenn
Huntley, Business Insurance, 6404
Wilshire Blvd., Los Angeles, Calif.
90048; 213-651-3710.
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Home Insurance isn't afraid of risks. For us, they
mean opportunities.

We welcome clients who manufacture power tools,
pharmaceuticals, pools, amusement park rides. Risks
other insurance companies can't even understand.

The greater the hazard, the more imagination our
skilled underwriters bring to bear.

We specialize in writing difficult-to-place casualty

The Home Insurance Company is a member of The Home Group, Inc.
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risks. And we're determined to provide clients with the
most responsive service in the market today.

Home has been giving clients that kind of service
since our first days jn business, back in 1853.

If you've got a "dangerous" risk, call Charles Abruzzo
at (212) 530-7110 or Robert Spiro at @04) 980-8308.
Or write them at The Home Insurance Company,
59 Maiden Lane, New York, New York 10038.

Home Insurance
Therek no place like it.
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Opinions
Day-care responsibility

U.S. EMPLOYERS ARE neglecting workingparents' crying need for child care.
We stress the word "parents" and do not use the

word "mothers" because securing proper day-care
services is the responsibility of both parents.

Only 11% of all employers with 10 or more em-
ployees provide any type of child-care benefit,
whether it be sponsoring day-care centers, subsi-
dizing day-care costs or merely providing referrals,
counseling and information on local child-care op-
tions, according to a recent survey by the Bureau of
Labor Statistics.

It is difficult to understand why so few employ-
ers do anything to help their employees find and
pay for day-care services.

Day care is no more of a "personal issue" to be
kept out of the office than drug or alcohol abuse.
And yet employers are much more willing to spon-
sor employee assistance programs to solve drug
and alcohol abuse problems than they are to assist
their employees with solving their day-care prob-
lems.

Although comparable statistics on employee as-
sistance programs are not yet available from the
BLS, other surveys show much more widespread
sponsorship of EAP programs than day-care assis-
tance of any type.

We suspect that one reason employers are not
implementing day-care benefits is that old opin-
ions die hard. Corporate America is still dominated
by men whose generation believes that a woman's
place is in the home, especially if she has children,
and that fathers are not responsible for child care.
And while corporate America has come to accept
working women and even working mothers, it has
done so with the caveat that their family life not
affect their work. And, of course, fathers of that
generation were not expected to be distracted by
child-care concerns.

Employers must recognize that employees today
come from a new generation in which it is most
likely that both parents work and share concern
about proper care for their children.

Employers should do more to help working par-
ents solve their day-care problems. This does not
necessarily require establishing an on-site day-
care center, though in some communities and for
some employee groups such a full-scale effort may
be required.

A comprehensive child-care benefit program ide-
ally would include providing day-care services in-

Letters

Involve consumers

in regulatory process
The fouowing letter is in response to a

request in a Feb. 8 Business Insurance ed-
itoriat asking readers to share their com-
ments to the National Assn. of Insurance
Commissioners on state regulation:

To the NAIC: On behalf of the more

than 7,000 public agencies served by the
Public Risk & Insurance Management
Assn., I wish to thank the NAIC for the
opportunity to comment on the operation
of the NAIC and the state insurance regu-
latory system. In response to the NAIC's
request I have outlined some of our con-

Business Insurance welcomes let-

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

St.. Chicago, 111., 60611.

10'09-KAThe
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formation and subsidizing day-care costs under a
flexible benefit program, allowing those employees
with children to select this benefit at the cost of

reducing another less desirable benefit. The sub-
sidy could take the form of funding, fully or par-
tially, an on-site center or care in unaffiliated cen-
ters.

With or without a flexible benefit program, em-
ployers should provide a comprehensive child-care
benefit. A day-care benefit is no more discrimin-
atory to those without children than an EAP pro-
gram is to those without chemical dependencies or
a dental plan is to those with healthy teeth.

At the very least, employers should provide em-
ployees with an opportunity to pay their day-care
expenses with pretax dollars by setting up reim-
bursement accounts.

While there are various efforts afoot in Congress
to help parents solve their day-care problems, we
prefer to see the private sector step up its efforts to
provide employees with the assistance they need to
secure proper day care for their children.

An employer sponsoring a day-care benefit pro-
gram likely will benefit too, with increased pro-
ductivity from its workforce. Parents with proper
day-care services are less likely to be distracted at
work by child-care concerns and are less likely to
be forced to miss work to care for their children.

cerns.

• Consumer group involvement. The
NAIC must take steps to encourage more
consumer group involvement in its acti-
vities. Consumer groups are underrepre-
sented at NAIC quarterly meetings and
on NAIC advisory committees. Because of
its interest and technical expertise, the
insurance industry holds a dominant po-
sition in these two areas.

Although the NAIC does encourage
consumer participation in meetings, we
feel that this representation is still far
below what it should be. Consumers and
their representatives must have an equal
opportunity to voice concerns and partic-
ipate in NAIC policymaking processes.
The NAIC should actively seek out the
consumer groups in order to achieve bet-
ter balance on its advisory committees
and at meetings. Groups that are affected
by NAIC decisions should be identified
and invited to debate the issues and
search for mutually acceptable solutions.

PRIMA has participated on several
NAIC committees and, while we appreci-
ate those opportunities, we believe that
the NAIC should ensure that PRIMA, the
Risk & Insurance Management Society
Inc. and other consumer groups are asked

to serve rather than waiting for us to
make the initial overture. If committees

are to be considered unbiased, then all
affected groups must be heard.

At a time when Congress is examining
the effectiveness of state regulation in
protecting the insurance-buying public,
the NAIC must take steps to more ac-
tively involve public and consumer
groups in the regulatory system.

• An opportunity to respond. In the
absence of a federal insurance regulatory
body, the NAIC has taken on many regu-
latory activities that lend themselves to
uniform national solutions. Among these
is the formulation and promotion of uni-
form policy, in the form of NAIC model
legislation and regulation.

In these activities, the NAIC functions
as a quasi-public decision-making body,
whose procedures often serve as a substi-
tute for detailed and time-consuming
state-level examination. This role is uni-
que for any professional association and
carries with it a responsibility for follow-
ing procedures assuring equal and open
access. As elected and appointed offi-
cials, insurance commissioners have ac-
countability for assuring open decision

Continued on page 30
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D&0 coverage for
independent directors

whoworftsitsti]*lesthan the be.
American corporations, facing an era of unprecedented challenge and oppomin® are

seeking to fill their boamlivoms with the best minds they can find
Ifs also an era hught with the possibility of catastrophic litigaon, which is making it

increasingly difficult to attract and retain talented outside directors. And since D&0 coverage treats all
directors andofficers the same, companies havebeen unable to offer independent directors theincen-
tive of specialized liability protection.

Until now. Introdudng Independent Directors Ijability Insutance (IDL) fromditna. Exclu:
sive complementary coverage designed to provide thebroadest protection for independent directors.

Ena's IDL is written for the individual director and cannot be cancelled. Key features
include advancement of defense ejenses andthe elimination of all buttwo commonI)&0 exclusions

As complementary coverage, Ena' s IDL wraps around eding I)&0, providing protec-
tionwhere otherpolicies exclude And ifs available only from £Etna through our undetwnting
manager Executive Risk Management Associates (ERMA).

To learn more, call yourbroke or contact: ERMA, 82 Hopmeadow Stmet, P.O. Box 2002,
Simsburx (If 06070,(203) 658-0493 (24 hours).

Ft_,« _*&60.<Hy,

Tbe,Etna Casualtyand Surety Company
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Outhwaite claims
Continued from page 3
longer trading, the tables show.

Now, market sources are pre-
dicting a sharp increase in the ac-
counts that will be kept open this
year.

Managing agencies are expected
to start reporting results to Lloyd's
members next month.

Although most syndicate manag-
ers refused to discuss whether

specific 1985 syndicate accounts
would be kept open, executives
agreed that they expect several
to be kept open because of rein-
surance disputes with Mr. Outh-
waite.

"The Outhwaite situation is be-

coming quite a problem at
Lloyd's," said David Craig, man-
aging director of underwriting
agency Stewart & Hughman Ltd.

Mr. Outhwaite is refusing to pay
claims on runoff policies placed
with non-marine syndicate 661,
managed by R.H.M. Outhwaite
(Underwriting Agencies) Ltd.,
until he receives more information

about the underlying policies that
covered asbestos and pollution
risks.

However, some observers accuse
Mr. Outhwaite of using stalling
tactics to delay paying the claims
because they are being filed much

more quickly
than he expected
(BI, Sept. 14,
1987; May 4,
1987 Feb 16,

IC -,.f 1987).
Syndicate 661

currently is dis-
puting claims
from seven

Lloyd's syndi-
Mr. Outhwaite cates and two in-

surance com-

panies for runoff reinsurance poli-
cies the syndicate wrote in 1982.
However, the syndicate is seeking
further information from several

other syndicates, a spokesman said,
refusing to state how many syndi-
cates are involved.

At least 35 syndicates placed run-
off reinsurance policies with the
Outhwaite syndicate, according to
member agency sources.

However, Mr. Outhwaite is pay-
ing claims on some policies, sources
said.

Nobody knows yet exactly how
many syndicates will have to keep
1985 accounts open because of Mr.
Outhwaite's refusal to pay claims,
but underwriting sources expect
several syndicates to do so.

Only two Lloyd's syndicates that
were forced last year to keep open
their 1984 accounts because of un-

certainties over the runoff policies
have since reached a settlement

with Mr. Outhwaite and definitely
will be able to close their accounts
this year.

Earlier this month a "compro-
mised settlement" was reached be-
tween underwriter Norman P.

Compton arid Mr. Outhwaite over
claims filed by marine syndicate
764/763, Mr. Compton confirmed.
As a result, the syndicate will be
able to close its 1984 account this

year, he said.
Marine syndicate 764/763, man-

aged by Philip N. Christie & Co.
Ltd., had filed a lawsuit in Lon-
don's High Court against the Outh-
waite syndicate in January 1987 to
recover $627,000 in claims on a $5
million runoff reinsurance policy
(BI, Sept. 14, 1987).

Nobody from the Outhwaite or
Christie agencies would discuss the
settlernent terms.

A settlement also was reached be-
tween Mr. Outhwaite and Charles

Skey, underwriter for syndicate 219,
managed by Edwards & Payne (Un-
derwriting Agencies) Ltd., in Sep-
tember.

Meanwhile, arbitration is pro-
ceeding between two marine syn-
dicates underwritten by John Bir-
rell and syndicate 661, despite an
attempt by Mr. Outhwaite to per-
suade a court to dismiss the panel

'1 very much doubt we will be able to close our
1984 accounts unless the dispute is solved
very soon,' says Ron Hampton, underwriter

of non-marine syndicate 179, which is managed
by Anton Underwriting Agencies Ltd.

of arbitrators chosen last Decem-

ber to settle the dispute.
Mr. Outhwaite last month filed a

lawsuit in London's High Court that
asked the court to dismiss the arbi-

trators, but he withdrew the suit the
day before the court was scheduled
to hear the case, according to Mr.
Birrell.

A spokesman for the Outhwaite
agency said the lawsuit was filed
because the Outhwaite agency was
led to understand the arbitrators

were going to allow only written
submissions of evidence rather than

full discovery.
It was withdrawn when the

agency was given "strong indica-
tions that the arbitrators would
allow oral submissions and full dis-

covery to take place," the Outhwaite
spokesman said.

Mr. Birrell does not know how

long arbitration will take and said
it is too early to tell whether he
will be able to close the syndicates'
1984 accounts this year.

At least three syndicates still will
not be able to close their 1984 ac-

counts this year because of their
ongoing dispute over runoff poli-
cies with Mr. Outhwaite, Business
Insurance has learned.

Two are marine syndicate 17/16/

18, underwritten by J.A. Oliver, and
non-marine syndicate 15, under-
written by D.A. Barker. Both are
managed by Stewart & Hughman
Ltd.

"Arbitration hearings between
ourselves and Mr. Outhwaite will

probably not start until toward the
end of 1988, so we will have to
keep both syndicates' 1984 accounts
open," Mr. Craig said.

Mr. Craig confirmed that Stewart
& Hughman's loss experience has
deteriorated substantially since last
year, but he would not reveal any
figures.

The other syndicate that will not
be able to close its 1984 account

this year because of its dispute with
Mr. Outhwaite is non-marine syndi-
cate 179, underwritten by Ron
Hampton and managed by Anton
Underwriting Agencies Ltd.

"I very much doubt we will be
able to close our 1984 accounts un-

less the dispute is solved very soon,"
said Mr. Hampton, who refused to
discuss the matter further.

Hek just theldndofriskto take.

However, arbitration between Mr.
Hampton and Mr. Outhwaite is un-
likely to be heard this year, sources
say.

Other syndicates might be forced
to keep their 1985 accounts open
because of concerns over increas-

ing pollution claims being filed in
the Lloyd's market, several un-
derwriters agree.

For example, pollution and as-
bestos claims on liability insurance
policies written prior to 1982 are
forcing Lloyd's of London non-ma-
rine syndicate 90 to ask members
for 3.4 million pounds ($6 million)
to increase reserves.

Pulbrook Underwriting Manage-
ment Ltd., a subsidiary of Merrett
Holdings P.L.C., announced this
month that to maintain the syndi-
cate's reserves for incurred-but-

not-reported losses, each member
for the 1982 underwriting year
would be asked to pay 2,500 pounds
($4,450) for every 10,000 pounds
($18,100) in premium written.

Continued on next page

To some underwriters this is an eighteen-year-old with a hot car. A bad risk.
To others he's an eighteen-year-old with a hot car, an excellent driving record, a

straight-A report card and parents with an independent business, a house, two cars and a
need for comprehensive coverage for the whole family. Not a bad risk.

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

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

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

© IBM 1988



Continued from previous page
The IBNR reserve needs to be increased by a total of $20 million, of

which the members are responsible for paying 30%, said David Rob-
son, chairman of Pulbrook. The other 70% is reinsured through a runoff
policy written by the Outhwaite syndicate.

So far, Outhwaite has refused to pay more than $5 million in paid
claims on syndicate 90's runoff policy, but the cash call has noth-
ing to do with the dispute with Outhwaite, Mr. Robson said.

This is the sec-

ond cash call on
'The Outhwaite situation is syndicate 90 mem-

bers to pay as-becoming quite a problem at bestos and pollu-
Lloyd's,' says David Craig, tion claims.

The first cash

managing director of underwriting call was in 1985,

agency Stewart & Hughman Ltd. when syndicate
members were

- asked to pay 5,500
pounds ($7,000 at

the appropriate exchange rates) for every 10,000 pounds in premiums
written.

Syndicate 90 was one of the main non-marine syndicates in the 19505
and 1960s to underwrite policies now be called upon to pay asbestos and
pollution liability losses, according to Pulbrook.

As a result, it was one of the first Lloyd's syndicates to leave an un-
derwriting year open because of the flood of asbestos and pollution
claims now hitting the market, Mr. Robson explained. I

ouameas litau,Unce, Maren 14, 1966 / 11

British, U.S. tax authorities
taking closer look at Lloyd's

By CAROLYN ALDRED
LONDON-Taxmen on both

sides of the Atlantic Ocean are

casting larger shadows over
Lloyd's of London syndicates and
their members.

In Britain, Inland Revenue in-
spectors this year have greater au-
thority to question the size and tax
deductibility of funds that syndi-
cates reserve to close underwriting
accounts, and inspectors are more
closely scrutinizing the reserves
established by syndicates with
open accounts.

The Inland Revenue also is ex-

pected to issue rules soon on how
syndicates must treat proceeds
from their investments in U.S.

bonds.

In addition, the U.S. Treasury
Department is again studying
whether to tax Lloyd's syndicates
as any U.S. insurance company.

Syndicates close their accounts
three years after the underwriting
year to allow a more accurate as-
sessment of their liabilities. To

close the accounts, underwriters
set aside funds to pay future losses
related to the accounts.

As a result of legislation passed
by Parliament last summer, the In-
land Revenue now can review the
funds, known as reinsurance-to-
close premiums, and for the first
time can rule the funds are not

tax-deductible if they exceed "a
fair and reasonable assessment of

They can ask the same questions, gather and look at the same information, cross-
check the same facts, and before they draw their own conclusions, find out what an expert
would have done in the same situation.

Not only does this way ofworking promote consistent policy writing, it promotes -
better decision making across the board. And better decisions lead to better profitability.

What's more, IBM's Expert System software is an excellent training tool. People learn
the right way, right from the start.

Ifyou would like tostart sharingthe wisdom already in your company, calll-800-IBM-
2468,ext 23 toarrangeforanIBMmarketingrepresentative tocontactyou orforliterature.
We'll help you separate the good risks from the bad.

.--

-
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the value of the liabilities," ac-
. cording to the legislation (BI, July

13, 1987).

"The Inland Revenue has legisla-
tion with teeth for the first time to
deal with reinsurance-to-close pre-
miums," said Charles Watt, tax
partner with accounting firm Ernst
& Whinney.

Mr. Watt warned that tax in-

spectors in the coming months will
"be going out to managing agents'
offices looking for statistical evi-
dence" to justify the premiums set
aside by syndicates.

Meanwhile, underwriting execu-
tives say the Inland Revenue is
scrutinizing syndicates with open
accounts far more vigorously this
year than in the past.

About 90 underwriting accounts
of trading and non-trading Lloyd's
syndicates have been left open
from underwriting years prior to
1985, and more are expected to be
kept open this year.

"The Inland Revenue has looked

at both our syndicates' open years
very closely," confirmed David
Craig, managing director of under-
writing agency Stewart & Hugh-
man Ltd.

Mr. Watt warns that

tax inspectors will be
looking to justify the
premiums set aside

by syndicates.

Reserves set aside to cover future
liabilities of open accounts have
long been subject to scrutiny and
taxation by the Inland Revenue.
However, since the Inland Revenue
a year ago set up a specialized tax
unit, known as City 35, to cover
London's financial district, inspec-
tors have increased their monitor-
ing of Lloyd's gyndicates' open ac-
counts, sources say.

One managing director of a
Lloyd's underwriting agency told
Business Insurance he had "sev-

eral" meetings with Inland Reve-
nue inspectors already planned.

The Inland Revenue also is ex-

pected to clarify shortly the tax
treatment of syndicates' invest-
ments in U.S. bonds following
meetings last week with Lloyd's
tax department.

Many Lloyd's syndicates cur-
rently invest in U.S. bonds that are
redeemable after periods of six
months or longer.

Although the bonds carry low in-
terest rates, they have an index-
linked premium on redemption,
according to Mr. Watt. Syndicates
invested heavily in these bonds last
year with the understanding that
the redemption premiums could be
taxed as capital gains rather than
as income.

However, the Inland Revenue al-
ready has questioned one syndi-
cate's accounting treatment of
such bonds and is likely to lay
down guidelines soon, sources say.

Meanwhile, the U.S. Treasury
Department last month asked
Lloyd's to answer 35 questions as
part of its study on federal tax
treatment of income earned by
members of insurance or reinsur-

ance syndicates.
Although a House-approved pro-

vision that would have increased
taxes on Lloyd's of London syndi-
cates writing U.S. business and
forced Lloyd's to scrap its three-
year accounting system was
stripped from budget reconcilia-
tion legislation last December, the
Treasury Department again is stu-
dying the issue (BI, Dec. 21, 1987;
Nov. 9, 1987). .
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Symphony tour
Continued from page 3

In addition, The Home writes the
CSO's non-instrument equipment

coverage, leased auto liability and
_workers compensation insurance.

Covering the symphony's instru-

ments for the trip to Australia also
was a snap, said Edgar Feldman,
president of Clarion Associates, an
independent New York brokerage
that places the CSO's instrument
coverage.

"Bill Rahe sent me a letter a few

weeks ago and told me about the
trip. He asked if anything special
had to be done. I wrote back and

said nothing special was neces-

sary," said Mr. Feldman.
Because the symphony's instru-

ments are insured for all risks

worldwide, an overseas tour re-

quires no special instrument prop-
erty insurance, Mr. Feldman said.

The CSO's instrument coverage

is written by Hartford Fire Insur-
ance Co. of Hartford, Conn., Mr.

'The people loading baggage often have no
idea what they're handling,' says Edgar Feldman,

who brokers the CSO's instrument coverage.
The loaders do not realize how delicate the

instruments are, and inadvertently damage them.

Feldman said.

Mr. Rahe said a "ballpark- esti-
mate of the value of the instru-

ments on tour is $5 million.
The orchestra's instrument in-

surance is written on a master pol-
icy issued to the CSO and covering
the various scheduled instruments

of each orchestra member. The

value of each covered instrument is

based on current appraisals, Mr.
Feldman said.

Clarion brokers the instrument

coverage for about 30 U.S. sym-
phonies as well as numerous unaf-
filiated musicians and soloists, Mr.
Feldman said, making his firm the

country's largest classical musical
instrument insurance broker.

In addition to Hartford Fire, Mr.
Feldman cited Novato, Calif.-
based Fireman's Fund Insurance

Cos. and units of Chubb Corp. of
Warren, N.J., as major insurers of
classical instruments.

While performing in Australia
presents no risks to musicians and
instruments unique to that coun-
try, Mr. Feldman was quick to
point out that touring in and of
itself presents exposures.

"Generally, while these orches-
tras tour, whether in the United
States or abroad, the greatest ex-

posure is travel itself," he said, ad-
ding that these risks range from
the life-threatening to the mun-
dane.

There always exists, "heaven
forbid, a possibility that the plane
carrying the orchestra and all of its
baggage will crash," he said.

And routine travel can be rough
on instruments in several ways,
Mr. Feldman said. About a year
ago, a truck carrying some of the
CSO's instruments overturned

during a trip to Texas. Tubas and
other brass instruments were da-

maged, he said.
The CSO filed a claim following

the accident, but a Clarion spokes-
woman would not comment on the
amount of the claim.

But, the greatest threat to the
well-being of an instrument is sim-
ply handling during transport, Mr.
Feldman said.

Musicians and their instruments

are traveling on planes, trains and
buses because the trip involves
overseas and trans-continental

SEABOARD HAS THE ANSWER
FOR YOUR DIFFICULT RISKS

We have "A' rated companies willing to write...
TRANSPORTATION RISKS:

Automobile Liability up to 100 unit fleets, Truck Physical Damage, Owner Operators,
Owned Fleets and Large Owner/Operator Programs, Unlimited Fleet Size

AND

We have facilities to underwrite (physical damage only):
Dumps. Tankers, Coal Haulers, Automobile Haulers, Scrap/Garbage Haulers

SUBMISSION REQUIREMENTS
(liability and physical damage)

• Last three years loss runs
• Current financial statement

• Complete driver list including: date-of-birth, license number and social security number
• Company and owner operator equipment, including values of equipment
• Types and values of cargo hauled

Also Consider Seaboard For Your Brokered Non-transportation Risks
Commercial Umbrella

Primary and Excess, virtually all classes ($1,000,000 primary needed, if first layer).
Specialty Property

All Risks, DIC, Builders Risk, Cargo, High Valued Jewelry, EDP, Contractors Equipment, Primary and Excess.
Specialty Products Liability

Minimum premium $40,000.

Architects/Engineers E&O, Inwyers E&O

Directors & Officers Liability

Profit, non-profit, banks, hospitals and new ventures.
Railroad Protective

Both admitted and non-admitted. Minimum premium $5,000.

04*40(9»M,7.44,M.

NORTH CAROLINA 1-800-672-3644

]AAMGA]

A XEROX Financial Services Company

2732 Anne Elizabeth Drive COUNTRYWIDE 1-800-732-2673
Post Office Box 659

Burlington, North Carolina 27215

travel.

"The people loading baggage
often have no idea what they're
handling," Mr. Feldman said. The
loaders do not realize how delicate

the instruments are, and inadver-
tently damage them, he said.

This exposure is particularly
pronounced with larger string in-
struments, noted Mr. Feldman.
"Double-basses are very suscepti-
ble to mishandling," he said, ad-
ding that cellos also can be easily
damaged. Some cellists, in fact,
cope with that exposure by treat-
ing their instrument less as an ob-
ject than as a traveling companion,
Mr. Feldman said.

"If a musician really prizes his
cello, he will buy it its own air-
plane ticket. He will buy the seat
right next to him for the cello," Mr.
Feldnnan said.

The musicians' care for their in-

struments reflects in part a differ-
ence between the practices of
American and many European
symphony orchestras, said Mr.
Feldman. In Europe, instruments
often belong to the orchestra
rather than to the musician. When

a musician retires, his or her in-
strument passes on to another
member of the ensemble. But in the

United States, musicians own their
instruments, and will take an extra
measure of care in protecting their
investment.

Mr. Feldman made clear that

that investment can be quite sig-
nificant.

Perhaps the best-known of these
unusually valuable investments are
Stradivarius violins, which take
their name from Antonio Stradi-

vari, a violin maker from Cremona,
Italy, whose craftsmanship set the
standard for string instruments.

By the time of his death at the
age of 93 in 1737, Mr. Stradivari
had made roughly 1,100 string in-
struments, including violins, violas
and cellos. Mr. Feldman estimated

that slightly more than 500 of the
violins survive.

The value of the extant violins

ranges considerably, from about
$200,000 for an instrument that
has not been well cared for to

roughly $1 million for a mint con-
dition violin, with the average ap-
praisal hovering in the $400,000 to
$500,000 area, Mr. Feldman said.

But, no matter what its condi-
tion, each such instrument is irre-
placeable, he pointed out.

While Mr. Feldman would not

reveal how many rare musical in-
struments are involved in the trip,
he said most large orchestras have
one or two Stradivarius instru-
ments.

But not even irreplaceable in-
struments get special insurance
treatment when a symphony such
as the CSO embarks upon an inter-
national tour, Mr. Feldman noted.

While simply moving an object
increases exposure, simply cross-
ing a border, for example, does not
mean an increased exposure to
theft, Mr. Feldman said. But,
crossing international borders can,
however, result in increased expo-
sure to risks excluded from the or-

chestra's property policy.
Loss to property due to war is an

absolute exclusion, Mr. Feldman
said. He also noted that orchestras

traveling to countries in the throes
of revolution or civil war might
find confiscation of their instru-

ments and other baggage "some-
thing to worry about."

The CSO has no such political
worries, however, because Austra-
lia has not suffered civil war, revo-
lution or successful invasion since

the British first raised the Union

Jack in 1788.

The orchestra scheduled 13 per-
formances during its tour, which
took it to Perth, Adelaide, Mel-
bourne, Sydney and Brisbane. The
tour began with a performance in
Perth on Australia's West coast

March 3, and is scheduled to end
with a performance in Brisbane on
Saturday. The CSO will return to
Chicago on March 20. I
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When Sir Edmund Hillary stood at
mountaineering's ultimate destination on
the morning of May 29, 1953, he wasn't
alone. Sherpa guide'16nzing Norgay crested
the summit with him. Without the assis-
tance of the ':Tiger of the Himalayas" and
other Sherpa porters, Hillary wouldn't have
had a snowball's chance.

And so it is with business.
Your management has the skills.

But without the guidance of others, you
may overlook the pitfalls.

Scott Wetzel Services has provided

r
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wrIHOUT STRONG SUPPORT,
HILLARY WOULD NEVER

HAVE MADE IT TO THE TOE

third-party risk management planning
and support to companies for nearly fifty
years. Our longevity is tempered in experi-
ence that makes it possible to provide
counsel of greater depth and flexibility
than others. With Scott Wetzel, your risk
management picture is melded into one
comprehensive, coordinated program.
Overseen with instant and thorough
communications.

Your company will be able to reap the
benefits of self-insurance support, from
improved cash flow to a safer working envi-

ronment through loss control programs.
Start now by calling our local repre-

sentative. Or contact our home office
at 1-800-426-5990. (In Washington, call
206-479-0200.) Ask for our president, John
Harrold. He'll show you how to make it
all the way to the top.
EXPERIENCE WITH VISION.

SCOT][WkIZEL
SERVICES,INC.

Risk Management Planning and Support
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AMA proposal years to close a medical malprac- time-honored system of trial by "And lt'S very, very significant to pects of the proposal might con-
tice claim jury," said Eugene I Pavalon, me that the AMA proposal empha- tribute to quality medical care

Continued from page 2 And, according to a poll con- president of the Assn of Trial sizes in several parts that the doc- while preserving the rights of pa-
same field as the health care pro- ducted last August for the ACOG Lawyers of America, in a state- tor or medical care provider will be tients," he said
vider involved in the action That by the research firm of Penn & ment released shortly after the represented by private counsel " However, both ATLA and the
expert would report whether he Schoen Associates Inc of New AMA unveiled the project Mr Demetrio also argued that ABA support the AMA's recom-
believed the claim had merit York, federal and state ]udges "In its place would be nothing the AMA is not really concerned mendations for monitoring phys-

At that stage, the claim reviewer favor some of the reforms that are more than a state administrative about giving medical malpractice ician performance gnd establishing
could dismiss the claim or review included in the AMA proposal agency, a 'medical board,' which victims with minor injuries access strict disciplinary standards
with the claimant any settlement Dr White said 84% of the 284 would be anointed lucge and Jury to compensation "I believe that's Mr Hatlie of the AMA contends

offered by the provider state }udges and 54 federal district and be vested with the authority to just a vehicle in order to get the that caps on non-economic dam-
If the claim lS not yet settled, it and appellate court judges sur- determine liability and assess thing passed by somebody so that ages would give insurers some pre-

would be assigned to a state hear- veyed favored early settlement in- damages in medical malpractice the significantly injured people are dictability of future claims Costs
ing examiner Before the case centives, which he called -one of cases," Mr Pavalon said shut out " and therefore should allow insur-

would be heard, each party would the principal aims of the AMA pro- Thomas Demetrio, a plaintiff's The American Bar Assn also has ers to lower medical malpractice
be required to submit a settlement posal " lawyer with the Chicago firm of significant ob]ections to the AMA insurance premiums
offer If the offers were reasonably However, the ludges indicated Corboy & Demetrio, said the pro- plan "There is a big range in awards
close, the examiner would have au- they are "opposed to things that posed system would lure patients ABA President Robert MacCrate now," he said "Two people with
thority to approve a settlement might totally upset the system with the promise of access to the said in a statement that the pro- the same lnJuries are getting very

Otherwise, the examiner would There was some objection to taking system without the expense of an posal is "unclear as to how the es- different awards "
have broad authority to conduct a (malpractice claims) completely attorney But once in the system, tablished rights of patients to fair The current system is unfair be-
hearing on the issues, including the out of the tort system " most victims would be over- and just compensation could be cause claimants, physicians and
ability to use independent experts, But, "there's enough good m this whelmed by lt, he asserted preserved under such a system " insurers "never know what guide-
such as physicians in the same proposal that lt ought to be tried," "Without independent counsel, I "As more information is pro- lines a jury is going to use," he
field as the doctor named in the Dr White said Just don't believe that most people vided regarding this radical pro- said
malpractice case, to help decide Plaintiffs' attorneys strongly dis- are sophisticated enough to have posal, the ABA will be giving care- "Predictability will serve every-
the case agree their rights adequately repre- ful consideration to its various body's interest better," he added

Within 90 days of the hearing, The proposal "would abolish our sented," Mr Demetrio said elements and to whether some as- Continued on next page
the examiner would be required to
render a written decision on

F

whether the medical provider was
liable for the claimant's injury and
to set damages, if any

The examiner's decision would

be subject to review by a three-
member appellate board selected
from seven governor-appointed
members At least two-but no Ifyouremployees
more than three-of the seven ap-
pellate board members would be
physicians 8

The proposal says the appellate - \%'S, 0ucaneithet dish outmore
board would "make a full 1ndepen- 1-3€3Y
dent determination whether the

health care provider's conduct was
inadequate and caused the claim- to slice whatthevant's inlury "

The appellate board's decision 1.-n>-St':. 4/-*\
could be appealed to a state appel-
late court, but that court's review -- 9
would be limited to whether the i --

-
-

-

4* ---
appellate board acted contrary to
the statute creating the system or b -4 , A

F

to the board's own rules 4.

If the appellate court determined 6r

the appellate board acted impro- f= Sligly//Yill -

perly, the case could be remanded r .-

back to the board
-

Also under the proposal \ .Cif, .

• Claimants would be allowed P 3.ENDER
&recovery regardless of the degree of

fault by a physician t ND PRIVATE

7been denied unless the physician
"Traditionally, recovery has

C * · f.:

was at least 50% responsible for
-the patient's loss," the proposal

L
states "Damages under this stan- 4

dard would be apportioned ac-
cording to the physician's degree of

--

fault "
4

A. S
• Non-economic and punitive t# :

'kdamages in medical malpractice
cases would be capped at 50% of

the average annual wage in the
state There would be no cap for
actual damages

• Joint and several liability B
rules would be abolished in medi-

cal rnalpractice cases
• Payments of awards for future I.

=
&,damages with a present value ex- =

ceeding $250,000 would be made in U

1,NO·r ,
installments

• Economic damages would be \
reduced by collateral source pay-
ments

The AMA says the proposal's
main purpose is to give more
claimants access to compensation

The current system of handling
--

malpractice claims within the civil
$

justice system "only serves well

those who have a permanent, seri-
ous disability," Mr Hatlie said luable employees are certainly entitled intelligently. No matter how much money

"Those who have less serious in-

juries have no access to the sys- to their just deserts. But like most compan- they make.
tem" because they cannot afford a ies today, you simply can't afford to keep
lawyer that will accept a case that MoneyTrac is a package of money man-
does not hold the potential for a swallowing the costs of new benefits. agement services your employees will make
large settlement, he said The answer? MoneyTracsm from The use of every day. Brought nght to whereDr Keith White, a director of the
American College of Obstetricians Travelers. The new personal money man- they work. It's also savings accounts that
and Gynecologists, one of the agement service that can immediatelygroups that worked on the pro}ect reward higher balances with Breater inter-
with the AMA, said the proposal increase the value of your employees' total est. Insurance and credit products with
also is aimed at reducing the time
to close a malpractice case and compensation package. special rate advantages. Professional help in
therefore cut costs of the process By helping them save, spend, borrow, developing a goal-oriented financial plan.

Dr White said recent studies

invest and protect their money moreshow it takes an average of 31/2 All tracked on an integrated monthly



Continued from previous page take their claims to court "A review board of some nature could reduce

However, insurers are not jumping whole- "Our position is we welcome the experiment the meritless claims and transaction costs that AMA proposal
heartedly onto the AMA bandwagon They con- but don't want to see anything that would vio- are associated with medical malpractice
tend it is too early to tell whether the proposal late the whole Jury system," said a spokesman claims," he said could impactactually will provide insurers the amount of pre- for the Alliance of American Insurers "We The Risk & Insurance Management Society
dictability necessary to allow them to control would like to see it tested out somewhere " Inc has not taken a close look at the proposal
costs Patricia Danzon, associate professor of health Frank Milanese, administrative director of product liability

"Our point of view is that it is an Innovative care systems and insurance at the Wharton risk management at Holy Cross Hospital in Fort
proposal, certainly We're not endorsing it so School in Philadelphia, said the proposal is Lauderdale, Fla, and a member of RIMS' gov- By MICHAEL BRADFORD
much as suggesting to state legislatures that "worth serious consideration " ernmental affairs committee, said the plan
they take a look at what's proposed," said Ron- Some features of the AMA plan have the po- would be "a state-by-state constitutional test If the American Medical Assn 's

ald S Gass, senior counsel in the law depart- tential to improve the efficiency of the system That's where the war zone will be " proposal to change the way medi-
ment of the American Insurance Msn for settling medical liability disputes, she said, The American Hospital Assn has not deve- cal malpractice disputes are settled

Mr Gass said the proposal contains some im- though other features are "obviously problem- loped an official policy regarding the AMA pro- is successfully administered in sev-
portant recommendations, such as the sugges- atic " posal eral states, its structure could be
tion for tighter discipline of physicians But, the For insurers, the "limits and structures on But, "by and large, we are in favor of ap- adapted for use in settling product
plan to set up an administrative system for set- damage awards could do something to control proaches like this that are less traditional and liability claims, some legal observ-
tling malpractice claims leaves some questions uncertainty," Ms Danzon remarked But, allow- more aggressive," said Sarah Karzel, counsel in ers speculate
unanswered, he added ing more claimants access to compensation the AHA's office of legal and regulatory affairs They point out that medical lia-

"Is this going to be any more cost-efficient could result in more claims paid by insurers, "While I have some concerns, I don't want to bility reforms in the 1970s were
than the present system?" he asked she pointed out convey the impression that we're disturbed the harbinger of reforms of the

Patrick J MeNally, assistant general counsel Insurance brokers also would like to see the about the proposal We're generally in favor of clvil Justice system
and assistant vp of the National Msn of Inde- results of an experiment using the AMA pro- it " "The medical malpractice area in
pendent Insurers, agreed that methods for disel- posal Ms Karzel said she is concerned about how some ways has been the front-run-
plining physicians need to be improved But, he The plan has merits, said Kevin Conboy, presi- hospitals will be treated under the proposal and ner of the liability crisis," accord-
also said that the AMA proposal could create dent of CPI Insurance Group in Morristown, suggested clarification of some of the plan's ing to Blair Childs, executive
constitutional problems if plaintiffs in medical NJ, and chairman of the National Assn of In- language before It lS drafted into legislative director of the American Tort Re-
malpractice cases are denied the opportunity to surance Brokers' technical committee fornn • form Assn

The AMA proposal, under which
special state agencies would re-

-'3 solve medical malpractice dis-
--i putes, thus eliminating ]ury trials

in these cases, "could have appli-
cations for other areas as well,"

wantbetterbenefits said Martin J Hatlie, senior attor-

ney in the AMA general counsel's
office

He said "high-risk" exposures,
like product liability, that produce

pie, orshow themasmarter way significant numbers of claims and
high awards might be well-suited
for the system the AMA has pro-
posed for handling medical mal-

alreadv have
practice claims1

The AMA plan is geared toward
liability exposures that produce
large numbers of claims, agreed

=r Patricia Danzon, associate profes-
-

sor of health care systems and in-
surance at the Wharton School al

the University of Pennsylvania in
Philadelphia

Ms Childs also agreed that sue-
cessful implementation of the AMA

1
ri», plan could lead to the system being

applied in other areas
a

r "Any time there is a break with
t the legal system and you try some-

4 thing different, lt breaks down th€

' 421.
i J walls of change," Mr Childs said

"It says we're willing to try some-4,

3 thing different and look at other 11-

:r: ability problem areas "
Thomas Demetrio, a plaintiffs

a

:,
attorney with the Chicago firm 01

45&* Corboy & Demetrio, acknowledges
9- k .

- that the system could be used to

l. 2 settle product liability claims
But, "I don't really believe so-

, ciety in the long run really wants
:, -

,, t
'Z«Q

that "

Mr Demetrio thinks the AMA

is . rrthv,·. 3.'' *'4. 4- lS Introducing the proposal partly
, 4,

. because it wants to stoke the civilf,t
Justice reform movement that saw

-211' .. significant reforms passed in many
states during the past two years

9.* 0- Mr Demetrio said the AMA is
t:. not really interested, as it claims,

in having a few states try OUt ltS
proposal as an experiment

$

"I think the real goal of the AMA
6 138 proposal is not that some state try,

%.. 5,/. Wa ap - it out, but that the 50 states adopt
'; 'Crr; I at least a portion of K 11 1ts SO-

. --3
4 '3 called tort reform legislation "

The tort reform movement has
j

"died down," said Mr Demetrio
t "The momentum has been lost,"

and this is a method of reviving it,
'VA

he alleged
In the middle of the last decade,

statement that can help your employees
legislators and members of the
medical profession began to react

with their budgeting and bill paying. to large malpractice awards and
spiraling medical malpractice in-

And can serve as their personal "roadmap" A Financial Management System from TheTravelerr surance rates in ways that even-

to financial peace of mind. tually were adapted to apply to
tort cases

Imurance produit•, are provided bv Ihe Travelers Inwrance Company, TheMeanwhile, your out-of-pocket costs are Tran,eler•, Indemnity Company, and their Insurance affiliate "Physicians were a little further

minimal. And The Travelers does all the Mortgage are provided bv rhe rraveleri Mortgage Services, Inc
ahead," Mr Childs observed

The first "traditional tort re- [·qual Houlng [ ender
administrative work. hnancial Planning Servit.ei are provided by

forms" came about as a reaction to

If your company would like to be on Traveler•. I quitie4 Salt,i, Inc the medical malpractice crisis df
Bank ervice„ are provided by The Mah,,achusett Company, Ini Bank the 19705, Mr Hatlie agreed

the cutting eage of employee services, call aiiount% are FDIC Insured up to $100,000 per depmitor Equal Opportunity Those reforms include changes in
Lepder Ethlual Hou•,ing Lender joint and several liability doe-our Vice President of Institutional Sales at ., 1987 Thz Travelers Corporation trines, modification of elimination

1-800-862-7355. of the collateral source rule and

structuring settlements .
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Medical liability plan urged in New York
By MICHAEL BRADFORD

LAKE SUCCESS. N.Y.-The

Medical Society of :he State of
New York is asking state legisla-
tors to sponsor and approve legis-
lation that would create an admin-

istrative system for deciding
medical liability cases similar to
one proposed by the American
Medical Assn.

Like the AMA's plan, the New
York medical society's proposed
system would eliminate jury trials
in malpractice cases and damages
would be assessed by a state
agency (see story, pag€ 2).

"We sent it in bill form b every
member of the New York state

Legislature in late January and
early February," said a spokesman
for the medical society.

Legislators have told the society

The Medical Society of the State of New York's
plea to legislators calls for the creation of ' a bold

new system which will provide fair but limited
recompense for injuries sustained as a result

of inappropriate medical care.'

they are interested in the proposal,
the spokesman said, but no one has
indica:ed he or she will sponsor the
legislation.

Liability insurers have informed
the society that medical malprac-
tice rates will rise as much as 50%

for some New York doctors during
July r€newals, the spokesman said.
A statzment included in the pro-
posal sent by the society to legisla-
tors said: "If this occurs, the health

D D

care delivery system all over New
York State could be seriously
disrupted. . . ."

The plea to legisla.irs calls for
creation of "a bold new system
which will provide fair but limited
recompense for injuries sustained
as a result of inapprc priate medi-
cal care. The new system mus= be
structured to provids more con-
sumers with easier access to the

process."

8 0

"Mcst importantly, the compen-
sation must b€ provided expedi-
:iously and it must be available
when it is most needed," the state-

ment says.

The medical society proposes its
plan be passed as an amendment to
New York's insurance law and take

effect July 1.

Under the proposal, a claimant
would firs: appear before a three-
member, paid panel of "disin-
terested medical experts" chosen
by a 12-member patients' injury
compensation board from lists pre-
pared by the New York medical so-
ciety.

The full-time compensation
board would have the authority to
determine whether the claim has

merit and, if so, the amount of a
settlement.

If either party in the dispute is

not satisfied with the panel's de-
termination, that party could call
for a hearing by an administrative
panel composed of a physician, a

lawyer and a consumer representa-
tive who are on the 12-member

compensation board.
If that panel's decision were con-

tested by the claimant or provider,

the case would go before the full
12-member board.

That body, which would be ap-
pointed by the governor, would in-
clude four lawyers, four physicians

and four consumer group represen-
tatives.

Also under the New York medi-

cal society's proposal, the compen-
sation board would have the au-

thority to award actual and
non-economic damages.

There would be no limit on ac-

tual damages under the medical
society's proposal, but non-eco-
nomic damages would be limited to

one-third of the average annual in-
come in New York for every year in
which the claimant's condition

persists.
And, damages that could be as-

sessed against a provider would be

capped under the proposal.
Damages against the provider

would be limited to the amount of

medical malpractice coverage that
could be purchased with the same
premiums that were charged July
1, 1987, for limits of $500,000 per
occurrence with an annual aggre-
gate of $1.5 million.

Under the New York medical so-

ciety's proposal, if an award ex-
ceeded the maximum that could be

assessed against a provider, the
difference would be paid by a
fund similar to one in New York

that currently provides excess
medical malpractice coverage'for
physicians by charging assess-
ments to hospitals.

Settlements would be reduced by

any collateral source income, and
attorneys' fees in malpractice cases
would be determined by the ad-
ministrative board. ,
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Comings & go

Donald Sha

president of
Donald K. Shanks has been elected presi-

dent and chief operating officer of Unigard In-
surance Group of Seattle, a unit of John Han-
cock Mutual Life Insurance Co.

He replaces John Lindgren, who left the com-
pany.

Mr. Shanks came to Unigard after serving 23
years at Allstate Insurance Co. in Northbrook,
Ill., where he was most recently national ac-
counts division vp. He began his insurance ca-
reer in 1958 with Farm Bureau Insurance Co.,

Lincoln, Neb.

In other insurer changes:
Nationwide Insurance Co. of Columbus, Ohio,

announced a realignment of top management to
be effective April 6: D. Richard MeFerson
named president-elect of the Nationwide prop-
erty/casualty companies and Paul A. Donald
named president-elect of Nationwide's prop-
erty/casualty affiliates.

Mr. MeFerson, who previously served as exec-
utive vp of Nationwide's property/casualty op-
erations, will be president of Nationwide Mutual
Insurance Co., Nationwide Mutual Fire Insur-

ance Co., Nationwide Property & Casualty In-
surance Co. and Nationwide General Insurance

Co., all of Columbus, Ohio. In addition, he will
continue to oversee Colonial Insurance Co. of

California in Anaheim, Calif., and the Farmland

Insurance Cos. of Des Moines, Iowa.

Mr. Donald, who previously served as presi-
dent of the Nationwide Insurance Cos., will con-

tinue as assistant chief executive officer of Na-

tionwide. In addition, he will oversee Wausau

Insurance Cos. of Wausau, Wis.; Beaver Pacific
Corp. of San Francisco; Neckura Versicherungs
A.G. in West Germany; and Scottsdale Insur-
ance Co. of Scottsdale, Ariz.

Both Mr. McFerson and Mr. Donald report to
John E. Fisher, chairman and chief executive of
Nationwide.

Francis A. Mandosa named vp of group ben-
efit services at John Hancock Mutual Life Insur-

ance Co. in Boston. Previously he served as a
second vp.

Robert H. Dorgan, an executive vp at Conti-
nental Corp., has been appointed to the com-
pany's special operations group. In this capacity,
he is responsible for casualty insurance opera-
tions, including special risks, Harbor Insurance
Co. and Casualty Insurance Co. Previously he
had served with Continental's brokerage and
special operations group.

Robert L. Laszewski appointed executive vp
and chief operating officer of the group depart-
ment of Liberty Life Assurance Co. of Bos-
ton, a unit of Liberty Mutual Insurance Co.

Richard P. Kotz promoted to executive vp,
overseeing all marketing efforts, from senior vp
at Bond Investors Guaranty Co. Also at the New
York-based municipal bond insurance company,
Bernard L Smith promoted to executive vp

from senior vp and continues to direct risk un-
, derwriting. In addition, JoAnn Palazzo, general

counsel and director of new product develop-
ment, was promoted to senior vp from first vp.
New vps include: Christine A. Brooks in com-
petitive new issues, Thomas F. Byrne in sec-
ondary markets and Susan Rosenbaum, who
manages the marketing communications area.

HMOs/PPOs
James M. Spear promoted to senior vp from

controller of Cleveland-based Emerald Health

Network, the largest preferred provider organi-
zation in northeast Ohio with more than 106,000

members. In his new position, Mr. Spear is re-
sponsible for finance, administration and opera-
tions.

Mark A. Carney named executive director of

Associated Care Systems of Indiana Inc., a pre-
ferred provider organization for psychiatric care

based in Indianapolis. Mr. Carney, 29, most re-
cently was associate executive director of First
Care Health Plan of Indiana, an independent
practice association health maintenance organi-
zation.

Other suppliers
Reid C. Linney named an employee benefit

consultant in the San Francisco office of The

Wyatt Co. Previously, Mr. Linney was manager
of Peat Marwick Main & Co.'s human resources

consulting practice in San Francisco.
Rik D. Lindahl named senior manager of

Peat Marwick Main & Co.'s group insurance and
welfare plan consulting practice in Dallas.

Allan Gold and Thomas R. Boldt named se-

nior consultants at Treacy & Rhodes Consul-
tants, a Solana Beach, Calif.-based consulting
firm specializing in flexible benefit programs.
Mr. Gold had served as eastern regional market-
ing actuary of Aetna Life & Casualty Co. in
Hartford, Conn. Mr. Boldt previously served as a
group actuarial consultant with William M
Mercer-Meidinger-Hansen Inc. in Denver.

William R. Leckonby promoted to president
of Tesseract Corp., a San Francisco-based sub-
sidiary of The Prudential Life Insurance Co.

of America that develops human resources man-
agement software systems. Previously, Mr.
Leckonby was responsible for the company's
license division. Mr.

Thomas J. Wander elected a principal of the
Tillinghast division of Towers, Perrin, Forster &

Crosby Inc. Mr. Wander, who leads Tillinghast's
risk management consulting practice in San
Francisco, joined the firm in 1987.

Gregory M. Evans promoted to president

and chief operating officer of Herget Risk Man-
agement Inc. in Baltimore. Previously, Mr.
Evans was executive vp of Herget.

Coopers & Lybrand has added four senior
consultants to its actuarial, benefits and com-

pensation group in New York: Russ Opfer-
kuch, John Robinson, Gary Rothy and Ted

ings: industry

nks named

Unigard
Munice. Mr. Opferkuch, who will be responsible
for auditing property/casualty insurance pro-
grams and for loss control consulting, was for-
merly insurance loss control manager for Joseph
E. Seagrams & Sons.

Mr. Robinson, who will be involved in life in-

surance consulting, including review of actuar-
ial reserves for clients, was formerly with
Metropolitan Life Insurance Co. Messrs. Rothy
and Munice, who will specialize in the design,
implementation and administration of retire-
ment and savings plans, as well as employee
benefit consulting in client mergers and acquisi-
lions, were formerly with other consulting
firms.

Patrick Hickey joined New York-based bro-
ker and human resources consultant Johnson &

Higgins as a benefit consultant in the interna-
tional department of the firm's Chicago office.
He will be responsible for J&H's international
employee benefit consulting practice throughout

Continued on nezt page
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"But we've always handled daims that way..:'
When your company seeks the most comprehensive and cost-efficient insurance program
available, the last thing you want to hear is maybe.

You want superior claims service, action and commitment. You want a company that's interested
in your company-interested enough to give you a straight answer with no run around.

HCM Claim Mahagement Corporation is that company. Their management team has the
experience to make recommendations and provide innovative and diversified claims services
and the commitment to stay with your company both now and in the future.

To find out more-about HCM Claim Management, call Joseph M. Ravich, at 1-800-HCM-2223 (in
NJ. 201-428-6474) or write to:

HCM Claim Management Corporation
C/o Joseph M. Ravich
475 Park Avenue South - 20th floor

New York, New York 10016

Service Standards:
4 Good Reasons to Choose Crawford & Company

Crawford & Company
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Workers
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Service Standards are the cornerstone ofour business - Crawford & Company's founding philosophy
hasn't changed since 1941: 16 provide a quality product promptly, at a competitive price, through the
use of well-trained personnel.

Crawford Service Standards are basic to all entry-level training, and remain an integral part of continuing
education for all Claims Services personnel. To ensure that our clients receive a quality product, Crawford
professionals at all levels are expected to comply with procedures specified in the Standards. Employee
job performance evaluations are based upon the degree of that compliance.

In our published Service Standards you will find:
• Service Time Requirements/Reporting Requimments - Time requirements for Contacts/Activity;

Detailed guidelines for reports and standard practices.
• Quality Control Mechanisms/Ethics - Planned investigation activity, File Documentation, Injury

Management, Claim Supervision; Statement ofPrinciples, Policy onGifts, Honesty, Conflicts of Interest.
• Monitored Compliance to StandaIds - Adherence stressed and monitored by Home Office and Regional

supervision; inspections and futurity review audits in Branch Offices.

Whether you need Property, Casualty, Vehicle Appraisal or Workers Compensation services, take a
look at how we operate and how Crawford & Company Standards fit your specifications. Write for a copy
of any of our Service Standards or a Crawford Service Directory with complete office listings. Then give
us an assignment. For more information, send coupon or write:

Frank J. Semancik o Executive Vice President, Claims Services o Crawford & Company
RO. Box 5047 0 Atlanta, GA 30302 0 (404) 256-0830

YES - Send me the Crawford

Service Standards for:

0 Property Services
0 Casualty Services
0 Vehicle Appraisal Services
0 Workers Compensation Services
o Crawford Service Directory

C/aw!"/d
CRAWFORD&COMPANY

RISK MANAGEMENT SERVICES

Crawford & Company
Ra Box 5047

Atlanta, GA 30302

Name

Title

Company

Address
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You can spend $500,000 on
an elaborate fire protection
system. But if you neglect to
replace a $50 battery some-
where in that system, you may
not be fully protected.

Your property could be in
danger. As well as your
employees.

A dead battery A blocked
sprinkler. A disconnected
phone line. Those are just a
few of the potentially cata-
strophic oversight that are
detected on a regular basis by
CIGNA Loss Control Services

professionals. Oversight that
turn up in about 30% of the fire
protection systems we survey.

But fire isn't the only risk a
business may encounter.
Which is why we have loss
control professionals in every
area from product safety to
building construction.

All in all, we have over 500

of these specialists-each with
the experience and depth of
knowledge they need to find
the problems you don't need.

But our people don't just
point out problems. They point
out solutions. Solutions tailored

to the unique characteristics
of your business.

Unfortunately, too many
businesses wait for a loss to

occur before they decide to
implement a comprehensive
loss control program. Don't be
one of them. Write CIGNA Loss

Control Services, Inc. today at
Dept. R14, One Logan Square,
Philadelphia, PA 19103.

Pinpointing dangers before
they become disasters. It's one
more example of CIGNA's com-
mitment to per-
sonalized service CIGNA
to business.



RIMS

Preview Issue

April ll

Ad Closing: March 29

Distribution at RIMS
April 18

Ad Closing: April 5

RIMS Report:
Employee Benefits

April 25

Ad Closing: April 12

RIMS Report:
Risk Management

May2

Ad Closing: April 19

New York/(212) 210-0228
Chicago/(312) 649-5276

Los Angeles/(213) 651-3710

1988

IMS
No one covers RIMS like Business Insurance! From our preview issue and conference
distribution to our follow-up reports, Business Insurance is the leader in getting
readers the news and information they rely on, and advertisers the exposure that
stretches their ad dollars.

BI's 3rd Annual RIMS preview issue, including our RIMS 'Take-Out' section, brings over 147,000 readers
last minute details of the RIMS '88 Conference in Washington D.C.

Our 'Take-Out' section will contain a floor plan and list of exhibitors; map of Conference hotels;
transportation,information; Washington D.C. entertainment and restaurant guide; and up-to-date info
on the Robert S. Spencer Memorial Foundation Road Race.

BI gives readers information when they need it most and offers advertisers increased exposure ! Additional
copies of our RIMS 'Take-Out' section will be available at BI's booth, #1135 and 1137.

The timing couldn't be better for you to advertise, giving your message extra exposure at no additional cost!

BI's Captives spotlight report will be distributed at RIMS. This issue includes the announcement of the 11th
Risk Manager of the Year and Risk Management Honorees and our exclusive Directory of Captive Managers.
Plus, advertisers in this issue benefit from greater reach - BI will list your companies and ad page in a
special issue wrap-around for distribution at RIMS. And, if you exhibit, we'll list your booth number, too.
Direct your advertising to executives who have the power to buy your products and services... while they are
actively seeking information in the world of risk management and insurance - whether at RIMS, or back at
their offices.

BI's follow-up report on employee benefit sessions is an outstanding reinforcement for those who attended the
employee benefits sessions. For those who did not, BI editors detail all the vital information covered at the
RIMS conference.

This RIMS report is a well-read issue, giving advertisers a high profile among decision-makers.

Business Insurance rounds up its RIMS Conference coverage with an information-packed report on the risk
management sessions.

Our final coverage of RIMS '88 gives you one more chance to emphasize, reinforce and direct your
advertising to the purchasing heavyweights who can make a difference on your bottom line !

Take advantage of all four Business Insurance RIMS issues - they're too big to miss!
Call your sales representative today to reserve ad space.

Business
Insurance

New York: 220 E. 42nd St., NY 10017 /Chicago: 740 Rush St., IL 60611 /Los Angeles: 6404 Wilshire Blvd., CA 90048
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Puerto Kico 's  9 36 ers'
Tax break savings used to fund fire prevention improvements

By Jerome Karter parts of buildings that contain eitherInternational issues 5,000 square feet or room for 300
2 R_ f FF THE SOUTHEAST COAST of people and are used or designed for
4 CJMiami, nearly 1.042 miles as the store, sell or exhibit merchandise or 1-A assemblies, meetings or similar

crow flies, lies the island of Puerto render professional services, as well • An approved automatic sprinkler activities
' Rico While best known for its sunny as office bifildings, banks, hospitals system along the ceiling of each exit Owners of these types of

- h beaches, Puerto Rico is also home to and department stores. hallway, except for the stairways and occupancies are granted two years
t  the "936ers"-U.S. multinationals Building owners are granted two in those areas that are classified as under the new law to install an

that have long been en}oying a tax years, until Nov 13, 1989, to install high-risk by the NFPA and'the UBC approved emergency lighting system
holiday in Puerto Rico one of the following In office buildings this includes to cover those areas used for

But in the wake of Puerto Rico's fire • An approved automatic sprinkler machine rooms; rooms for storage of assemblies, reunions or activities, and

safety bill, signed into law on July 2, system along the ceiling of each exit flammable liquids, documents or files, to install either an approved
1987, 936ers-who get their name hallway, except for the stairways Also cleaning or painting materials, a automatic sprinkler system or an
from Section 936 of the Internal sprinklers must be installed in those printing room; assembly rooms, . approved automatic fire alarm system.

,  Revenue Code, which gives areas classified as high-risk by the kitchens and cafeterias, and Category 4 applies to all buildings
tax-favored, status to U S NFPA and the UBC, such as workshops for repairing equipment that are four stories or higher,
multinationals operating in Puerto restaurants, kitchens and cafeterias, In hospitals this includes rooms regardless of their use or occupancy
Rico-are using some of the profits stores, machine rooms, assembly with heaters, rooms used for garbage Essentially all building owners in this
generated by their favored tax rooms and rooms used to store collection and/or storage of fuel, category are allowed two years to

treatment to fund a new level of safety flammable materials, files or cleaning laundry rooms, repair rooms, and gift install an approved emergency
standards More specifically, materials shops lighting system in all hallways,

regulations approved in late October 1 Category 1-C This includes all In prisons and Jails this includes stairways and lobbies that access a

to implement the new law will require industrial buildings such as factories, machine rooms, storage areas, storage means of exit In addition, the owner
building owners to install one or more dry cleaning plants, refineries and closets for cleaning materials, paint or must post signs in visible places that

' of the following. sprinklers, alarms,  show the location of emergency exits
smoke detectors, and/or and warn people not to use an elevator
compartmentalization C 9\ during an emergency situation, such as

Although the new law-enacted in 1 Florida / a fire, earthquake or hurricane
the aftermath of the fire at the Dupont During 1988, the Puerto Rican

Plaza Hotel-applies to all buildings government plans to focus its
Atlantic Ocean

in Puerto Rico, the regulations are attention on new legislation to replace
' based on type of occupancy. Let's take the 1942 law that created the fire

a closer look at each category department and the fire code In
I

Category 1 encompasses all effect, the Puerto Rican government
i buildings, except hotels, that are

higher than 75 feet above the nearest San Juan

believes that the only way to enforce
compliance with the fire code is to

- access point for fire trucks This allow the fire chief to levy fines or

category, however, is subdivided into sanctions on non-compliers Under the

the following occupancy Cuba 5 -' -- A/, existing law, however, the fire
classifications: 1 Dominican \\  1 department must refer repeated

&00 Category 1-A This includes Haiti ) violations to the Justice Department

residential buildings such as
apartments, dormitories and

for prosecution, a bureaucratic
process that is rarely used

orphanages. In effect, the law grants
Jamaica

In addition, a recent shortage of
building owners four years, until Nov Caribbean Sea inspectors has limited the fire

13, 1991, to install one of the department's ability to conduct E

Map Amy Palmer
following. engineering inspections But this

• A sprinkler system that protects problem was partially solved when the 1

the entire building power plants. Two years are granted, woodworking shops, laundry rooms fire department added 24 inspectors to

• An approved automatic sprinkler until Nov 13, 1989, to install one of and kitchens its staff last December, and the

system along the ceiling of each exit the following • An approved automatic fire department plans to hire 44 additional

hallway as well as one sprinkler head • A sprinkler system that protects alarm system, as in Category 1-A inspectors before year-end 1988
to be located over or near each door the entire building, as in Category • A structural resistance paired Moreover, the Puerto Rican

or opening that connects an apartment 1-A with independent smoke detectors or government currently is reviewing the ,
to an outside hallway Also, sprinklers • An approved sprinkler system in an approved fire alarm system, as in cost of installing a central computer
must be installed in all commercial all the means of exit and in all areas Category 1-A system that the fire department can

areas as well as in those areas that are where explosions may occur or where Category 2 pertains solely to hotel use to track violations, correction

classified as high risk by the National flammable liquids are stored Also, buildings that are greater than 75 feet deadlines and reinspection dates
Fire Protection Assn. and the Uniform sprinklers must be installed in areas above the nearest access point for fire Puerto Rico clearly intends to

Building Codes (as noted in an used for general storage, painting, trucks Under the new law, hotels are revamp its fire department and polish

appendix to the regulations). woodworking, kitchens, cafeterias, or granted two years, until Nov 13, 1989, ltS image in the area of fire prevention J
Moreover, an approved system of in those areas that are classified as to install an approved automatic As a result, 936ers will want to

smoke detectors should be installed in high-risk by the NFPA and the UBC. sprinkler system in upgrade safety standards to comply

common areas not sprinklered (as per • An approved automatic fire i,0 Hallways Along the ceilings of with the regulations implementing the
Chapter 7 of the NFPA bulletin). alarm system, as in Category 1 -A each exit hallway new fire safety law To ease the

• An approved automatic fire • A structural resistance paired 1* Rooms At least one sprinkler expense, the required capital
alarm system that protects the entire with independent smoke detectors or head to be located over or near each expenditure may be offset by a 50%

building an approved fire alarm system, as in door or opening that leads to an reduction in the local tariff rate

• A structural resistance that Category 1 -A outside hallway applying to the peril of fire

offers security against the propagation / Category 1-D This classification * Meeting rooms All rooms used or

of a fire through applies to all government buildings, designed for reunions, assemblies,

compartmentalization of floors, as including office occupancies, exhibits, banquets, casinos, clubs,
Jerome Ka*rter is se- 

well as independent smoke detectors hospitals, prisons, sports stadiums, discotheques, commercial centers,
ntor up and manager 

or, alternatively, an approved museums and parking garages. lobbies or similar activities
of the New York Inter-

automatic fire alarm system with The government is allowed four /0 Other areas Areas that are
natzonal Department

manual pull stations in accessible sites years, until Nov 13, 1991, to install classified as high-risk areas by the of Johnson & Higgins  6
on each floor one of the following NFPA and the UBC (as noted in an Hts column appears

-V Category 1-B This category • A sprinkler system that protects appendix to the regulations) the first Monday Ofllllb. AIL._
includes commercial buildings that the entire building, as in Category Category 3 includes all buildings or every month

zr
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ASK A BENEFITS MANAGERt-

15_

Multiple option plans are considering a more active involvement in the mandatory second opinion for some procedures
health care delivery system You will be reimbursed 809-after a

ahead for health care Since managed care programs have been deductible-if you comply with these requirements
experiencing significantly lower premium increases For other medical services and supplies under the
than indemnity plans, employers are attempting to out-of-network option, you will receive benefits lf
find ways to include these programs as part of their you are 111 or inJured, meet the annual deductible
overall health care program and get the benefit of and file a claim You also will pay 20%-40% ofWhat is managed health
these lower costs To date, most managed care . expenses The plan pays the remaining 80% or 60%care? Also, what do you thinkQ the future is for managed programs have not worked to the employer's of customary covered expenses.

health care? advantage The cost-effectiveness of the HMO has The multiple option plan does not control your
worked to the HMO's advantage and, with regard to choice of providers You choose between in-network
PPOs, it is very difficult to determine if the or out-of-network providers at the time you seek
discounts reduce the employer's costs, because in medical care

1 In previous articles I reviewed many cases there is no control over the utilization of Arrangements of this kind currently are available
the history and status of managed the services provided with some of the large insurance companies, and

-I

f #401'497UM w
A health care systems, health There are variations to the multiple option plan some major HMOs have expressed interest in *

maintenance organizations and The basic outline is an HMO option, a PPO option developing this kind of product
1

preferred provider organizations and an indemnity option Some companies use a From an employer's standpoint, the decision on
. (BI, Jan 11, Nov 9, 1987, Sept PPO/indemnity option in which the employee or which insurer or health care company to use for this

- 14,1987) I will review in this dependent can choose to use the PPO provider or a kind of arrangement will depend a great deal on the f
article a newer trend and the way non-PPO provider at the point of service If the PPO employee concentration and the insurer or health

health care benefits will be delivered to employees provider is used, there is usually a minimal or no care network's locations Another important
r. in the future. Such a plan will provide traditional copayment If the non-PPO provider is used, the consideration would be whether to implement the

indemnity benefits paired with a managed care visit is covered under the indemnity plan and the
5- .

program nationally or regionally The national
option of either a PPO or an HMO The overall employee or dependent has to satisfy the deductible approach provides certain problems at present
objective will be to take advantage of these more or copayment requirements because none of the companies I mentioned cover all
cost-effective arrangements Managed care plan A newer approach now bemg followed by a areas of the country

-- premium increases are lower than that for number of large employers is to use HMOs as the However, an employer may be able to find an
65 indemnity plans and, in many cases, are half that of managed care plan and provide a point-of-service insurer or health care company that has networks

indemnity plan premium increases option to the traditional indemnity plan Companies where all or a maJor portion of its employees are
These kinds of multiple-option arrangements that have gone this approach feel that the primary located Obviously, the more health care business an

began in late 1986 and early 1987 Until the first care physician's responsibilities as a gatekeeper of employer can put with one company, the more 4.

quarter of 1987, most health care experts were medical care is the most cost effective as it controls leverage it will have to negotiate the best financial
t- Mi

indicating that the actions employers and insurers the use of all medical services. In some programs the arrangementL

have taken since the early 1980s were working and physician is compensated to provide cost-effective The development and the installation of these
health care costs were under control preventive care and is prepaid monthly whether he kinds of programs takes an enormous corporate ?1

However, the controls ran out of steam in 1987, or she sees see a patient or not, rather than under commitment from top management, human
and companies now are facing health care a discount fee arrangement where there is no resources, communications and financial staffs and
indemnity plan premium increases ranging from incentive for the physician to be cost effective or there is a significant challenge to maintain positive
10% to 70% In addition, the trend factors that control utilization. employee relations during this difficult period of
insurers are using for 1989 and 1990 are over 20% The following reviews how a point-of-service change. To those companies that are able to make

Everyone is now agreeing that the option using an HMO network and an indemnity this transition, a significant competitive and cost
*S- -- cost-containment actions taken in the 19805 worked plan would work when medical care is needed advantage currently is available

__ but only from roughly 1984 to 1986 The health care When medical care is needed, an eligible employee
cost escalation begun in 1987 will continue unless or dependent can choose between using in-network
something malor is done, like changing the (HMO) and out-of-network (indemnity) coverage at Would you hke advice from an e=penenced colleague

.* approach of how health care benefits are the time they go to the doctor or hospital. ona nsk management, benefits management or actuar-
delivered tai problem? Four features in the Perspective section ofUnder the in-network, or HMO option

Business Insurance can give you some answers
The actions taken in the 1980s by employers and • You visit your network primary care physician Ask A Benefit Manager, Ask A Risk Manager, Ask

insurers were adjusted to by the health care • The primary care physician treats you or A Casualty Actuary and Ask A Benefit Actuary answer j
providers-hospitals, doctors, etc -and will not arranges for another physician to treat you written questions from readers on risk and benefits {ki
work on a long-term basis • If you require hospitalization or surgery, your management issues and actuanal 4 -

problems
The factors influencing health care costs in the primary care physician will arrange it for\you You This month's column, on employee

early 1980s were inflation, utilization and cost pay nothing for the hospitalization or surgery benefits :ssues ts written by Joseph W
shifting The more difficult factors in the late 1980s For other medical service and supplies under the Duva, director of employee beneflts at i '<.

I
a

are retiree medical benefits and their legal liability; in-network plan you will usually pay nothing Some Allied-Signal Inc in Mornstown, N J

financing HMOs and their cost impact on indemnity services, such as office visits and prescription drugs, 1 William J Miner, an actuary wtth The 9
tr*11 Wyatt Co in Chicago, answers actuar- 5, r

plans, and the growth of mental and nervous may require a small copayment You also do not tal questtons on beneflts issues And S
disorder claims, including substance abuse, drugs have to file any claims Richard E Sherman, a pnncipat with <
and alcoholism In addition, we are facing an AIDS Under the out-of-network, or indemnity plan *. IM Coopers & Lybrand in San Francisco,
epidemic in some regions of the company • You visit any physician without first contacting Mr. Duva answers actaunal questions m the ca- 5

Many employers recognize that health care cost suatty fleld Mr Duva'scolumn every S,
your primary care physician. other month on the second Monday Of the month Mr S

increases are threatening their ability to provide • The physician treats you or refers you to Miner's and Mr Sherman's columns appear alternately .,
these programs on a long-term basis unless this cost another physician for treatment. on the first Monday of each month Mr Duva's next 5,
is controlled and stabilized These are some of the • If you require any inpatient hospitalization, you column wit appear in May
reasons driving employers to try to find more must call a special toll-free number for Address your questions to ASK Business Insurance, E

740 N Rush St, Chicago, IN 60611 Please glue us your e
cost-effective ways to control health care costs for pre-admission certification. And, if you are name, title and employer, however, Business Insurance *
the future As a result, employers for the first time considering non-emergency surgery, you must get a witt consider unsigned letters

Injury before workday not compensable: Court
An employee's injury sustained The injury occurred after he had was properly denied compensation

while drinking coffee and talking with Legal briefs arrived for work but before he Kesson us Anthony's Seafood Inc, 1
fellow workers before the working day I commenced working. Mr Kesson's Supreme Court of Rhode Island, Jan 4
did not arise out of and in the course outside his employer's premises The employer had not arrived at the time 15, 1987 (BU05/D ---$10)
of employment, according to the injury occurred when Mr Kesson of the injury. Mr Kesson filed for, but P. I

Supreme Court of Rhode Island and, turned to speak with a fellow was denied, work comp benefits These abstracts were prepared by Cases i
thus, was not compensable employee while sitting on a telephone The appellate court said that Unt:mited Inc Copies of these decisions are S

Richard Kesson, a truck driver for pole that was lying on the ground. Mr. because Mr Kesson was injured before available by sending a $10 check payable to 6
Cases Unhmzted to Business Insurance, 740 *„

Anthony's Seafood Inc , injured his Kesson felt a sharp pain in his back he began work and his inlury did not N Rush St, Chicago, Ilt 60611-2590 List 5
back while drinking a cup of coffee and later was taken to the hospital occur on the employer's premises, he the number for each opinzon

L- 11

4
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Comings & goings: buyers

Witt receives promotion
at Hilton International

J. Kevin Witt, 39, has been pro-
moted to director-corporate risk
management for Hilton International
Co. in New York. In this newly
created position he oversees the de-
ve16pment and monitoring of risk
management and risk control policies
and procedures, as well as the ad-
ministration of Hilton International's

worldwide insurance program. Hil-
ton International operates 95 hotels
in 44 countries worldwide. Mr. Witt

reports to E. Peter Aird, senior vp
and treasurer. Prior to this promo-
tion, Mr. Witt served as corporate
risk manager. He received a bache-
lor's degree in management and fi-
nance from Hofstra University in
Hempstead, N.Y., and a master's de-
gree in risk management and insur-
ance from The College of Insurance
in New York.

**'

Robert W. Eiselt, 32, has been

named risk manager for the Chem-
Lawn division at Ecolab Inc. in St.

Paul, Minn. In this position he co-
ordinates the risk management pro-
gram for Ecolab's lawn care division.
He replaces Bill Michael, who left
the company, and reports to Brian L.

Foltz, director of risk management
for Ecolab. Prior to joining Ecolab,
he worked in the accounting, internal
audit and risk management depart-
ments at Hubbard Milling Co. in
Mankato, Minn. Mr. Eiselt holds a

bachelor of arts degree from Winona
State University in Winona, Minn.
Mr. Eiselt is a member of the Minne-

sota Chapter of the Risk & Insur-
ance Management Society.

***

Ian M. Matheson, 43, has been
named vp-risk management at First

City Financial Corp. Ltd. in Toronto.
In this newly created position he
oversees property/casualty insurance
as well as the development of insur-
ance-related financial services for

First City and its subsidiaries. First
City is a diversified holding and in-
vestment company. Mr. Matheson re-
ports to W. Gordon Lancaster, execu-

tive vp. Previously Mr. Matheson
served as director cf risk manage-

ment at Genstar Corp. m San Fran-
cisco. He attended Sir George Wil-
liams University in Montreal and
received his bachelor's degree from

MeGill University, also in Montreal.

Mr. Matheson holds the Certificate in

Management (Insurance) designation
and is a member of the Practising
Law Institute, the Canadian Mari-
time Law Assn., the Defense Re-
search Institute and the Assn. of Av-

erage Adjusters. In addition, he is a
lobbyist for the government affairs
division of the Risk & Insurance

Management Society Inc.
***

Michael J. Schmicher, 42, has
been appointed director of risk man-
agement-insurance at Chicago Pa-
cific Corp. in Chicago. In this newly
created position he coordinates the
company's worldwide insurance pro-
grams. He reports to C.B. Lozaw, vp
and treasurer. Previously, Mr.
Schmicher served as insurance man-

ager for Hoover Worldwide and The
Hoover Co. of Canton, Ohio, which
were acquired by Chicago Pacific.
Prior to that, he was corporate insur-
ance manager for Emerson Electric
Co. in St. Louis. Mr. Schmicher re-

ceived a bachelor of arts degree in
economics from Loras College in Du-
buque, Iowa. He is a deputy mem-
ber of the Risk & Insurance Manage-
ment Assn. In addition, Mr.

Schmicher has served as a vp and a
member of the board of trustees of

Goodwill Industries in Canton, Ohio.
***

Thresa Hearn, 39, has been

named insurance manager for De-
posit Guaranty Corp. in Jackson,
Miss. In this newly created position
she manages the newly organized
banking department and oversees
property/casualty msurance and loss
control for the bank holding com-
pany. She reports to W. Murray Pate,
senior vp and controller. Ms. Hearn,
who joined Deposit Guaranty in
1980, most recently served as corpo-
rate office administration officer. She

received an associate degree in bank-
ing and finance from the American
Institute of Banking in Washington,
D.C.

We'd like to report on sta# changes
in your company's risk management,
safety and employee benefits depart-
ments. Just drop a note to Paul Win-
ston, Copy Editor, Business Insur-
ance, 740 N. Rush St., Chicago, Ill.
60611-2590, or call 312-649-5442.

Please send a photograph, too.

the Complete
System You Can
Count On!

ABACUS, fourth generation data processing system
designed for Third Party Administrators, Insurance Carriers
and Self·Insureds! Administration, Billing, Accounting. Claims
and Utility functions to effectively administer your insurance
administration program.

ABACUS, Provides:

• Comprehensive Multi-Policy
billing system

• Commission Processing
• Multiple Carrier capability.
• Automatic Calculation ol

benefits & premiums.
• Claim Calculation.

• Complete Intigrated Claims Pkg.
• Check Service

• Ad Hoc Reporting
• Stoploss Reporting
• COBRA Administration.

• PPO Administution.

• Claim Adjudication.

ABACUS, is a fuly integrated management information system
incorporating premium quality Hewlett·Packard equipment.
When combined with our years of experience and ongoing
support, ABACUS gives a total TPA system solution.

FOR MORE INFORMATION, CALL OR WRITE:

ABACUS
3100 McCORMICK • PENSACOLA. FL 32514

(904) 478-6477
A DIVISION OF SUNCOAST SYSTEMS, INC.
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SPECIAUZATION IS THE KEY
TO HIGH RISK EXCESS.

We specialize in professional liability coverage for
architects and engineers with complex or unusual risks.

Through an exclusive arrangement with
London markets, we are now offering limits
excess of $1,000,000 on a claims-made basis.

We'll come through in the clutch with 48 hour
turnaround time on quotations. backed by competitive
rates and our excellent reputation in the industry

With the expertise to service a wide range of
prolessionals, PEAC comes through time and time
again. We cover all the bases in liability coverage no
matter what the business or service. PEAC... the clutch

professionals. For more information contact:
New York Ollice: New Jersey Olliee:
212•490•8060 201•321·1040

Professional Excess Affiliates Corp.

-7*%63<5491*adw,afi

A special advertising opportunity
to sell the hospital market.

Modern Healthcare's

Risk Management
Special Section

I PUBLISHING MAY 13

II AD CLOSING APRIL 26

America's hospitals are extremely concerned with risk management. As
costs of coverage continue to escalate, healthcare executives are seeking new
ways to protect their institutions. That means new opportunities for innovative
insurance companies.

Modern Healthcare, the industry's leading business news magazine, will
publish a special section on risk management in our May 13 issue. Our editors
will look at the role that risk management plays in improving the quality of
care provided in hospitals. We also plan to report on the risk management
legislation passed in nearly 20 states, incorporating quality assurance
guidelines as part of a tort reform umbrella. And we'll do in-depth
examinations of risk management programs at several hospitals.

This special section of Modern Healthcare will get special attention from
our readers, the top management and financial executives of America's
hospitals. And this special editorial climate will add special impact to your
advertising message in this issue.

For the full story on how Modern Healthcare can help you reach and
sell the healthcare marketplace, contact your nearest Modern Healthcare
sales representative or Leonidas Nelson, Advertising Sales Director,
at 312/649-5311.

I CHICAGO
740 Rush Street

Chicago, IL 60611
312/649-5311

Il NEW YORK
220 East 42nd Street

New York, NY 10017
212/220-0194

Modern

Healthcare
The weekly business news magazine

for healthcare management

Il LOS ANGELES
6404 Wilshire Boulevard

Los Angeles, CA 90048
213/651-3710

I SAN FRANCISCO
3301 El Camino Real

Atherton, CA 94025

415/366-1611
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Child care
Continued from previous page

Employers that want to play an
even more active role in providing
child care programs have other al-
ternatives.

At The Brentwood School, a pri-
vate college preparatory high
school in Los Angeles, the admin-
istration created an on-site day-
care facility at the urging of fae-
ulty, according to Joanne Huchel,
the school's dean of students.

The school provides the space
necessary for the day-care facility,
although employees using the fa-
cility pay the salary of the child-
care attendant.

"Having the day-care center
works well for everybody in-
volved," Ms. Huchel said. "Moth-
ers don't have to worry about their
children and can devote more en-

ergy to their teaching responsibili-
ties."

Other employers not only offer
on-site day-care facilities but also

Having the day-care center works well for
everybody involved,' says Joanne Huchel of

The Brentwood School. 'Mothers don't have to

worry about their children and can devote
more energy to their teaching responsibilities.'

subsidize the expense of hiring
day-care professionals.

For example, at Porter Memorial
Hospital in Denver, a part of the
Adventist Health Systems Inc.,
which is owned by the Seventh-
day Adventist Church, a day-care
center is open from 5:45 a.m. until
midnight seven days a week. Care
is offered for children from infancy
through age 12, said Marlene Ell-
strom, the center's director.

"The center began 5K years ago,
and now it has 150 families parti-
cipating and 250 children enrolled.
Employees find it convenient and
like being close to their children,"

she said.

Porter Memorial covers one-

third of employees' costs, which
range from $12 per day for chil-
dren ages 2 to 12 years to $18 per
day for infants.

Parents that use the 4,000
square-foot facility, which cost
$250,000 to build, must sign a con-
sent form that allows the facility to
treat their children in a medical

emergency if parents cannot be
contacted, said Ms. Ellstrom.

"In terms of productivity, before
we had the center one of our big-
gest problems was get.ing nurses
to cover shifts on short notice, be-

cause they didn't have care for
their children," said Earl Pate, vp
for general services at Porter.
"Now, that problem no longer
exists, because there is easily ac-
cessible care."

Liability insurance for the center
is underwritten by International
Insurance Co. of Takoma Park,
Md., the Seventh-day Adventist's
captive insurer.

On a smaller scale, B: g Eight ac-
counting firm Arthur Andersen &
Co. in Chicago has es-.ablis}ted a
weekend day-care fac.lity to ac-
commodate the children of em-

ployees working overtime during
the January-April tax season.

The facility, which is free to em-
ployees, is set up in the company's
training classrooms, according to
Leah Regan, an Andersen audit
manager and one of the program
organizers.

The company spent a few hun-
dred dollars for games, and the
day-care facility is supervised
mostly by college students major-

This announcement is neither an offer to se#nora solicitation ofan offer to buy these securities.
The offer is made only by the Prospectus.

February 4,1988

$125,000,000

Fireman's Fund Corporation

9% % Debentures Due 2018

Price 99.55%

Copies of the Prospectus may be obtained in any State only from such of the several
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Yamaichi International (America), Inc.

ing in child education or related
fields. Supervisors are paid $5 an
hour, but the number of supervi-
sors working at the facility each
weekend depends on the number
and ages of children who need su-
pervision.

Liability exposures stemming
from the day-care program are co-
vered by Andersen's general liabil-
ity insurance, according to Ms.
Regan.

Although some employers suc-
cessfully run on-site facilities,
benefit experts agree that most
employers would prefer not to pro-
vide this type of child-care bene-
fits.

"There are not a lot of on-prem-
ises day-care centers because often
parents work far away from their
homes and they don't want to take
the child out of a familiar environ-

ment," explained Cheryl Tillman,
vp and consulting actuary with
Alexander Consulting Group in
Baltimore.

"On-site day care is not preva-
lent, although more companies are
looking into the prospect of it,"
said Hewitt's Ms. McNaughton. "It
is often an expense that companies
don't want to incur."

When it is not feasible to offer

on-site day-are facilities, some
companies contract with indepen-
dent day-are facilities and share
the cost with employees.

Chicken Soup Inc., a Minneapo-
lis day-care vendor, helps com-
panies control employee absentee-
ism by offering day-care services
for children with colds, flu,
chicken pox and other common
childhood illnesses, according to
Susan Wolfe, Chicken Soup's pres-
ident.

Employers typically cover 50% to
75% of the total cost of either $40
per day or $36 for four hours or
less.

Currently, eight employers-.
each with 10,000 to 60,000 employ-
ees-contract with Chicken Soup.

Children are separated by ill-
ness, and there is an attending
nurse on duty throughout the day,
Ms. Wolfe explained.

"We also insist that all parents
sign consent forms authorizing us
to take care of their children and,
when needed, administer medica-
tion," she added.

First Bank System Inc. in Minne-
apolis has been using Chicken
Soup's services since 1986, in addi-
tion to offering a child-care refer-
ral service to its 6,000 employees,
half of whom have dependent chil-
dren at home, according to Judi
Nevonen, assistant vp of employee
relations.

"We pay 75% of the cost and em-
ployees are very happy with the
care that their children receive.

Both employee stress and absentee
levels are reduced," Ms. Nevonen
said.

For employees who do not want
to take their ill children to a day-
care facility, First Bank also con-
tracts with Tender Care For Kids, a
non-profit child care facility spon-
sored by Health One Home Care in
Minneapolis to provide day-care
services at parents' homes.

"We provide in-home care for
sick children, where trained work-
ers are sent to the home at a rate of

$10 per hour, 24 hours a day and
seven day a week," said Diane
Wigg, director of operations at
Health One Home Care.

As with most child care facili-

ties, parents must sign a consent
form releasing Tender Care from
liability.

"We felt that we had to offer our

employees the choice," said First
Bank System's Ms. Nevonen. "If
employees select Tender Care For
Kids as a provider, then we pay up
to $100 per day."

Employers contracting with
TenderCare typically pay 100% of
the costs, co-pay a portion or pay a
set amount per hour based on a
sliding salary range in accordance
with an employee's salary, Ms.
Wigg explained. I



Few employers offe r
day care, study shows

By STACY ADLER

WASHINGTON-Only 2% of the
nation's employers with 10 or more
employees sponsor day-care cen-
ters for their workers' children, a
recent survey by the Bureau of
Labor Statistics shows.

The survey of more than 10,000
employers nationwide also showed
that an additional 3% of employers
provided financial assistance for
child care.

The one-time "Survey of Em-
ployer-Provided Child-Care Bene-
fits" queried 10,345 employers
with 10 or more employees, includ-
ing those in private industry and in
state and local government. An ad-
ditional 192 federal agencies also
were surveyed.

Of all employers surveyed, about
11% provided some child-care ben-
efit, which includes those that
sponsor day-care centers, provide
financial help, or provide referrals,
counseling and information on
local options.

While employers that offered ac-
tual day-care benefits were lim-
ited, the survey showed that about
three-fifths of the employers of-
fered work schedules to help par-
ents, such as flex-time, voluntary
part-time employment and flexible
maternity leave policies.

Among other survey findings:
• Larger employers are more li-

kely to provide child-care bene-
fits than small employers. Among
those employers with 250 or more
employees, about 5% actually
sponsored day-care centers and 9%
assisted their employees with
child-care expenses.

"The proportions of medium-
sized firms (50 to 249 employees)
and small firms (10 to 49 employ-
ees) providing such benefits was
much less," survey authors note.

Altogether, about 32% of the
large employers surveyed provide
some type of child-care-related
benefits, compared with only 9% of
small employers.

• Government agencies were
more likely to sponsor day-care
centers than private firms. About
9% of the government employers
that responded to the survey spon-
sor day-care centers, compared
with less than than 2% of the pri-
vate employers.

Government agencies also were
much more likely to provide their
employees with child-care infor-
mation, referral and counseling
services, the survey authors say.

However, both government and
private employers were equally as
likely to provide financial assis-
tance for child-care expenses.

• Employers in the service sec-
tor-transportation, public utili-
ties, wholesale trade, retail trade,
finance, insurance, real estate and
other services-were more likely
than employers in the goods-pro-
ducing sector-lmining, construe-
tion and manufacturing-to pro-
vide child-care benefits.

"Employer-sponsored day-care
centers were provided by 2% of the
service-producing firms, compared
with only a fraction of 1% of the
goods-producing firms," survey
authors explain.

Moreover, service-producing
firms were more likely to assist
their employees with child-care
expenses.

"These differences are undoubt-

edly related to the fact that five
out of 10 employees in the service-
producing industries. . .are
women," survey authors point out.

• Among the employers that of-
fered flexible work schedules, 40%
offered flex-time, which permits
employees to vary the time of day
at which they begin or end work;
40% had flexible leave policies, in-
:luding personal leave for short-

term needs, extension of mater-
nity/paternity leave or parental
leave; and 33% reported voluntary
part-time arrangements that allow
full-time employees to work fewer
hours-with reduced pay and ben-
efits-:-on a temporary basis.

"Smaller establishments were

more likely to provide some of
these policies to their workers than
large establishments," the survey
authors said.

Free copies Of "BLS Reports on
Employer Child-Care Practices,"
which summarizes the survey, are
available while supplies last from
the Bureau of Labor Statistics, Of-
fice of Publications, Inquiries and
Correspondence Branch; 202-523-
1221.
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Congress considers four child-care bills
By KARI BERMAN Under the Hatch-Johnson bills, child-care services for sick and Committee and the Labor and • The creation of on-site child

S. 2085 and H R 4002, a total of foster children Human Resources Committee care facilities to accommodate
Legislation currently pending in $250 million in federal funding In addition, in the first year of Another staunch supporter of in- children ages 3 to 12

Congress would expand the availa- would be made available annually the federal funding program an creasing the federal government's • The development of family
bility of affordable child-care ser- for three years to states that apply additional $100 million would be role in child care is Sen Chris- counseling services for parents of
vices for the nation's workers for the funding States receiving made available to states to fund topher Dodd, D-Conn , who is newborn Infants

Four child-care bills that would funding would use part of the liability insurance pools for day- chairman of the Senate Children, • Support of local family day-
provide between $120 million and money to award grants to com- care centers Families, Drugs and Alcoholism care providers
$25 billion in federal funding to munities, schools and for-profit Another $25 million in federal Subcommittee Sen Dodd lS SpOn- • The creation of Information

states to encourage the expansion and non-profit child-care services funds would be made available to soring two child-care bills, which and referral centers
of day-care facilities currently are to create or expand facilities for states to loan to home-based pro- were introduced late last year • The creation of specialized
under discussion in Congress pre-school age children, after- viders to help them meet state S 1885-the Act for Better Child services facilities that could, for

In addition, the nation's gvver- school facilities and Infant day- child-care facility standards Care Services of 1987, which was example, provide care for physi-
nors have passed a resolution call- care facilities All facilities would "This proposal is a boon to the introduced Nov 19-would pro- cally or mentally handicapped
ing for federal funding to help cre- have to be accredited by the state millions of single parents and two- vide a total of $2 5 billion of fed- children or children with language
ate and expand child-care services States also would use the federal earner couples struggling to find eral funding annually beginning in barriers
The governors also propose estab- finding to affordable, reliable supervision for fiscal year 1989 to states to create Sen Dodd's bills are still being
lishing a national commission to • Provide loans to employers to their kids," Rep Johnson said m and expand child-care services, reviewed by the Senate Labor and
devise a code of child-care service cover their initial costs of provid- a prepared statement train child care workers and subsi- Human Resources Committee
standards ing day-care programs Three House committees-En- dize child-care services for low-in- Also involved In efforts to ob-

In Congress, Sen Orrin Hatch, • Subsidize child-care services ergy and Commerce, Ways and come families tain more federal funding for child
R-Utah, and Rep Nancy L John- for low-income families Means and Education and Labor- The funds would be allocated care is the National Governors'
son, R-Conn, introduced the Child • Fund the renovation of com- currently are reviewing Rep John- based on several factors, including Assn in Washington, D C
Care Services Improvement Act in munity centers that house day-care son's bill each state's per-capita income, the At its annual winter meeting on
the Senate and House, respec- facilities On the Senate side, the bill is in number of children under age 5 in Feb 23, the NGA formally adopted
tively, earlier this month • Fund the development of pending before both the Finance the state and the number of chil- an extensive child-care policy

dren receiving free lunches or aimed at creating and improving
lunches at a reduced price under child-care programs, according to, uptcY , bombing . taxation . legislation war risk .. state progranns Wendy Chris Adler, senior staff as-Business Insurance Editorial Indexrage „ terrorism - assoc,ations . superbowl „ HMOs ... F 220 East 42nd Street, New York, NY 10017 "Funds will go directly to the sociate for the NGA's Committee5 . 51**»1*,f,# 4*mical „ renewal ... retirement .- pc state's lead day-care facility and on Human Resourcesant 01- Please send me the following Index(es).drug „ asbestos . employee ... en then be distributed to either child The policy calls for unspecifiedinsur<

IME.IZO. itime ... nuclear..a Annual Index (hardcover) ONLY $150* each
0 1981 0 1982 0 1983 0 1984 0 1985 care providers or in the form of federal funding for grant assis-ilitici,/1//1/Arl//////22- ,ers „ civil justice child-care vouchers to parents," tance...tol

te Ca1&11'MvIM*ME'ru'my - bomdon, Zi Annual Index (softcover) $100* O 1986 01987 according to Lise S Heintz, special In addition, the NGA calls forFull Index Service at $100* O 1488
assistant to Sen Dodd in his Weth- the establishment of a commission

*Foreigi: Postage Additional
ersfield Conn, office composed of child-care specialists

PAYMENT MUST ACCOMPANY ORDERr-0409* Need the facts fast? Also part of Sen Dodd's child and state and federal government
Order Bl's O Visa O Mastercard C Check Enclosed care reform package is S 1995, representatives that would create a

which would call on public ele- code of child care standards for
Editorial Index now! mentary and secondary school sys- state day-care facilities

Account # Exp Date tems to create child-care services "We hope that Hatch, Johnson
Uncover the issues Track the trends Follow the changes Under the bill, called The New and Dodd's ideas can be incor-
and developments In risk management, employee benefits Signature

School Childcare Demonstration porated into one joint bill," sheand the commercial insurance industry Projects Act of 1987, a total of $120 said
· all news reports and feature articles published Name

million annually would be distri- Ms Adler said that 70% of all
· indexed alphabetically, chronologically and geographically buted to schools through grants for mothers with school-age childrenTitle
·indexed by people, companies mentioned, and subjects Phcne the creation of on-site day-care fa- and one-half of those with Infants,
• continuous access-3 quarterly reports plus a cumulative cilities in public schools, according work "By 1995, two-thirds of all

Companyannual edition to Ms Heintz pre-schoolers will have mothers in
Whatever your needs, interests or cur,osmes, Bus,ness Specifically, the bill, Introduced the work force, and the issue needsAddress
/nsurance provides a wealth of news and Information Let on Dec 22, 1987, would provide to be addressed and programs
81's Editorial Index take you there in seconds funding for strengthened," she added .

Cltv State
El 3'14 ZIp

Letters
Contmued from page 8 cal, financial and regulatory
making Many are from states that strength for state insurance de-
require strict administrative pro- partments Without the right peo-
cedures, such as open meeting ple and tools, any regulatory goals

E Capital Accumulation laws, in the examination of insur- set by the NAIC or by state legisla-
ance regulatory issues NAIC pro- tures will be difficult to achieve
cedures for developing model leg- In summary, we see three areas

lb#.6
- Benefits tailor-made islation and regulation can, on the that the NAIC can address
- contrary, prove extremely difficult • Ensure that consumer groups

to monitor This process often are involved on advisory commit-by Corroon & Black.

1-l[Ill Ill ill
moves far too quickly for adequate tees and in NAIC meetings
consideration of issues, meetings • Develop administrative proce-
are closed and sometinies decisions dures for review, comment andCapital Accumulation Plans, tailor-made for are made without adequate input hearing in response to model legis-

you by Corroon & Black, help you implementthe To encourage the participation lation or regulation

most attractive incentives selected from the many of a wide range of interests, the • Continue to promote the tech-
NAIC should implement structured nical and financial development ofoptions available (including savings plans, 401(k)s, administrative requirements for state insurance departments

and profit sharing), while making sure your costs are decision making on model policies Again, we appreciate the oppor-

manageable These procedures should mirror tunity to comment and look
federal administrative require- forward to the NAIC's next step

Your problems are unique. Oursolutions are, ments for adequate notice, com- investigating and improving state
too As one of America's most innovative employee ment and public hearing insurance regulation

The NAIC must assure that all Terry Bonebenefit consultants and brokers, we fashion c-eative, interest groups have a realistic op- President

-- value-added solutions throuh keen thinking of portunity to be heard and that Public Risk & Insurance
their expertise is used More Management Assn-2 seasoned professionals. And provide clearly defined procedures and Washington, D C

-1 the best personal service at every level. more active encouragement of con-
sumer involvement would benefitFor more Information about how we merisure Reader questionsconsumers, the Industry, commis-up, contact your local Corroon & Black office sioners and the NAIC attorney's theoryor Richard I. Citron, National Benefits Division, • The need for resources While

Wall Street Plaza, NewYork, NY. (212) 363-4100 there is an important place for the To the editor In the article1_1_-1-1_1_._1_1_1__1-1-1_ _1 sharing of Information and exper- "Courts Not Cause of Problems
tise, and the promulgation of Lawyer," Eugene R Anderson as-
model legislative and regulatory serts that insurers do not want tort
policy, state insurance regulators reform so that they may increase

5 must still make independent Judg- premiums for more revenue (BI,

CORROON & BLACK ments Adequate resources and Feb 22) May I respectfully refer
staff expertise at the state level are the good Mr Anderson to an econ-

N) for your benefits. vital for effective regulation omist, who will demonstrate
For example, the lack of actuar- through inspection of supply and

ial staff and computer equipment demand curves, that the reverse
in state regulatory offices 1mpedes applies
the monitoring of insurer solvency Jim Boyer

Thit NAIC must therefore con- Risk Manager
tinue to promote increased techni- Perth, Western Australia



Aboard Britannia
Continued from page 1
amenities. So much for the taste of

those who prefer vessels of the air
to those of the sea.)

Upon arrival at the Queen Mary,
guests are handed an envelope
containing the names of the hosts
and the guest list for the event-a
who's who of the London market

and the leaders of major U.S. prop-
erty/casualty retail, wholesale and
reinsurance brokerages (see story,
page 35).

The night before the conference,
the chairman of Lloyd's hosts an
elegant reception and dinner
aboard the Queen Mary, in the
"Queen's Salon."

"This was the Grand Lady's
first-class main lounge-the beau-
tiful, relaxing retreat for enter-
tainment and afternoon tea for the

rich and famous at sea," reports a
brochure about the Queen Mary,
which made 1,001 Atlantic cross-

ings during her 31 years of passen-
ger service.

The conversation among the 40
guests and 21 hosts of the confer-
ence, after exchanging greetings,
invariably turns to anticipation of
the next day's conference aboard
Britannia.

"Isn't this grand?" "I'm really
looking forward to this," are com-
ments repeated more than once, re-
vealing that even those who have
traveled first-class around the

world and have been wined and

dined in the most elegant of sur-
roundings can yet be impressed.

Lloyd's of London Chairman
Murray Lawrence's remarks after a
sumptuous duck dinner are brief,
reminding the gathered only that
time will be tight in the morning
and to please be punctual for the 8
a.m. departure for Britannia.

Punctual we are. All assemble at

the entrance of the Queen Mary
and board a bus heading for the
Long Beach Naval Station where
Britannia is safely docked under
U.S. Navy security.

"No one is doing a head count,"
observes John Washburn, presi-
dent of the National Assn. of In-

surance Commissioners and Illi-

nois director of insurance.

Apparently, it is assumed everyone
has followed instructions. We had.

We depart the bus and show our
"presentation cards."

"You will not be able to board

Britannia without the enclosed

presentation card. IT IS VITAL
THAT YOU BRING THIS WITH

YOU-THERE ARE NO DUPLI-

CATES," the instructions had
ominously warned.

Briefcases and purses are care-
fully inspected by security. We
must walk through a metal detec-
tor.

Everyone, of course, had obeyed
the earlier instructions that "Per-

sonal sidearms are prohibited and
should be left in your hotel."
Asked why the British felt it so im-
portant to stress that we weren't
permitted firearms, a Lloyd's offi-
cial quipped: "We think you
Americans still wear six-shooters

walking down Michigan Avenue."
All guests also had already been

checked by U.S. Navy security.
We leave our cameras with our

coats. There is no photography by
guests permitted aboard Britannia,
as we also had been advised.

"Good mornings," all around
from members of the crew, smiling
and cheerful as they would con-
tinue to be all day, answering the
most mundane of questions from
curious guests.

Coffee is served on the deck from

silver trays while the finishing tou-
ches are put on the dining room
where the conference will be held.

Everyone sips gratefully, most pro-
claiming this their first coffee of
the day and quite excellent coffee
at that.

Ushered into Britannia, before

any of us realizes what is happen-
ing, the Duke of York is holding
out his hand and welcoming us

aboard. I keep my wits about me,
somehow, and manage to curtsy
despite the sudden surprise of
finding myself face-to-face with a
smiling member of the royal fam-
ily.

(This was rehearsed after a dis-

cussion the night before with Jill
Bromley, personal assistant to the
chairman of Lloyd's. Emily Post
contends that American women

who have "any objection to curt-
sying" should not ask to be pre-
sented to royalty. Miss Manners
maintains that American ladies

should not curtsy. Ms. Bromley is
quite clear that I am free to do as I

choose, pointing out ever so gently
that on board Britannia I will be

on British soil. I chose Emily Post's
guidance.)

Voices are hushed as the gath-
ered mill about the royal dining
room, which has been filled with
chairs auditorium-style for the
formal remarks to follow. Surpris-
ingly, the elegant dining room is
bedecked-as it would be by any
oceangoing fam|ily-with various
mementos of ports of call. A jade
breast-breaker from New Zealand

are among the dozens of artifacts
perfectly displayed.

Also in the dining room, as
would be proudly pointed out by
Mr. Lawrence: Two silver-gilt
vases made to commemorate the

Battle of Trafalgar in 1805
awarded by Lloyd's Patriotic
Fund, one to Lady Nelson and the
other to her husband's second-in

command, Admiral Collingwood.
The Duke of York formally wel-

comes us aboard with complimen-
tary remarks about Lloyd's pre-
eminent place in the international
insurance market. He turns to the

subject of Britannia, smiles and
says, "Please don't sink her when
you go to sea."

The master of the household,
that nameless official who issued

this royal invitation, comes forth
to offer a "Welcome from Her Maj-
esty The Queen." He is Sir Paul
Greening, a former admiral of Bri-

tannia. Her majesty is "keen that
the yacht be used this way," he
tells us.

Only later do we learn that this
is not a routine event. Only 10
times has Britannia hosted "out-

siders" for a business seminar such

as this, which are referred to as

"Sea Days." These "Sea Days" are
intended for "promoting British
and Commonwealth trade overseas

and enable leading British indus-
trialists and financiers to meet

their Commonwealth and foreign
opposite numbers onboard in
unique surroundings," according
to an official brochure about Bri-

tannia.

(And, much to my amazement,
never before has a member of the

press been invited as a delegate to
such a sea-going conference. For
those who have read the London

tabloids, which are always eager to
find some snippet of gossip to re-
port about the personal lives of the
royal family, that's understand-
able. Happily, Lloyd's was able to
persuade those in charge of the

guest list that insurance journalists
are not the type to sneak off to pri-
vate quarters looking under bunks
for morsels of intimate informa-

tion to feed the public.)
The master of the household also

reports that the queen selected
what will be served for lunch.

Admiral John Garnier, who con-
fides later that serving as admiral
of Britannia is such an honor and a

joy that he intends to retire when
his service is ended, extends his
welcome.

Now, down to business.
Mr. Lawrence reminds us that

this conference is one of Lloyd's
Tercentenary events. (Only a mar-
ket 300 years old could organize
such a celebration, it occurs to
me).

This conference aboard Britan-

nia is the second highlight of
Lloyd's Tercentenary celebration.
The first event was the lighting of

Lloyd's new building by Queen
Mother Elizabeth (BI, Feb. 29).

"It is appropriate that it is in the
United States and with U.S. bro-

kers," Mr. Lawrence observes of
this event.

After all, 40% of Lloyd's busi-
ness, or about $4 billion in premi-
ums this year, comes from the
United States, and 70% of all

\

\
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Lloyd's business is conducted in
U.S. dollars. In addition, 10% of
Lloyd's 11.2 billion pounds ($20
billion) capacity comes from names
in the United States.

Furthermore, Lloyd's has $8.5
billion invested in a trust fund in

the United States, the recipient of
all Lloyd's U.S. dollar business
from around the world.

David Thompson of the British
Invisible Exports Council reports
that of Britain's invisible trade in

1986 of 12 billion pounds ($17.8
billion at year-end exchange
rates), 2.4 billion pounds ($3.6
billion) was generated by agents'
and brokers' earnings from abroad.
The United States is not only the

Continued on next page
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Aboard Britannia
Continued from previous page
single largest market for Lloyd's but also for
British services in general.

But that's now. The United S- ates wasn't

always as important to Lloyd's. It wasn't
until 1840 that a Lloyd's chairman visited
the United States-and that event was not to
be repeated for 100 years.

"We are, I hasten to add, a lot nore assidu-
ous nowadays," Mr. Lawrence says.

The first overseas members of Lloyd's were
not admitted until 1969 and the first women
not until 1970. Now, there are 6,000 overseas
members from 75 nations and of Lloyd's
33,500 names, 7,500 are women. But only
$10.5 billion of Lloyd's capacity will be

tapped this year with competitive market
conditions driving down premiums and a
sagging maritime business reducing demand
for marine insurance.

Morta speeches from the leaders of the
Lloyd's market followed, recalling its his-
tory, accomplishments-no valid claim has
gone unpaid by Lloyd's-and aspirations for
continued growth and success.

Interruption: The Duke and Duchess of
York are spotted through the windows of the
dining room disembarking for their day's
appointments ashore: participating in UK/
LA '88 Festival, a celebration of British arts
in Los Angeles that runs through April 30.

At coffee break, we are ushered to the ve-
randa deck as the crew casts off the mooring
lines. We're going to sea. A tug boat pulls

HIGH VALUE CARS
UP TO $120,000 IN HOUSE

(NEW RATE ENHANCEMENT FOR HIGHER VALUES)

...
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PACKAGE

HULL AND $1,000,000 LIABILITY (P&1)

...

AVIATION COVERAGE
...

INTERNATIONAL RISKS

PALACIO & WEINRAUB, INC.
INSURANCE AND REINSURANCE
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Britannia off the dock with a line, as no tug
is permitted to nudge her perfect white hull.
We leave in our wake at the dock the re-

commissioned U.S. battleships Missouri and
New Jersey.

Standing on the veranda, feeling the ship
move and gazing at the Pacific, chatting
with other guests and the officers, I realize
this is beginning to feel quite comfortable,
not at all stuffy or overly orchestrated. "Un-
derstated" is a better description.

Reassembled, more speeches ensue. The
clear message: Lloyd's is a financially secure
market, eager to underwrite U.S. risks. It
also is looking forward to underwriting more
business in the European Community, under
freer trading rules scheduled to be adopted
in 1992, and in the Pacific Basin. The under-

lying message: Lloyd's realizes that its 300
year-history does not mean business will
flock to it and that it must market itself
in the United States and abroad. But while
marketing its capacity to others around the
world, Lloyd's believes North America will
remain its primary market.

A few provocative questions from the au-
dience: Alexander & Alexander Services Inc.
Chairman John A. Bogardus asks how
Lloyd's aviation market views deregulation
of the airlines in the United States. John
Tilling, chairman of Lloyd's Aviation Un-
derwriters' Assn., diplomatically answers
that Lloyd's underwriters "place great cre-
dence" in the U.S. regulatory agencies over-
seeing the safety of aircraft and aviation.

Continued on next page

Lloyd's considers requiring
names to have higher assets

By KATHRYN J. McINTYRE

LONG BEACH, Calif.-It's soon
going to take greater wealth to be-
come a name at Lloyd's of London.

Those individuals who pledge
their last collar button to pay
claims when they become an inves-
tor at Lloyd's will soon have to be
worth more than 100,000 pounds
($181,000) in qualified assets to
participate in the marketplace.
And, they will have to deposit more
money before they can underwrite
business.

"It makes much better sense to

get more substantial participation
by those who have means to put
money at risk and are willing to
deposit it with us," said Stephen R.
Merrett, chairman of Merrett
Holdings P.L.C. and a member of
the Council of Lloyd's.

Addressing U.S. brokers gath-
ered aboard Her Majesty's Yacht
Britannia on March 2 for a Lloyd's
"Sea Day" Conference, Mr. Mer-
rett stressed that the Council of
Lloyd's believes "we need to con-
tinue to take a conservative view"

of the resources required to pay
whatever loss hits Lloyd's.

Later, Mr. Merrett said in an in-

Disability Benefits
tailor-made by
Corroon & Black.
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you by Corroon & Black, address issues beyond
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f; through keen thinking of seasoned profession-
000, als. And provide the best personal service at

. Aik5A every level.
For more information about

how we measure up, contact your
local Corroon & Black office or

Richard I. Citron, National Benefits
Division Wall Street Plaza, New York,

NY. (2121 363-4] 00.

CORROON & BLACK
for your benefits.

terview that the increased asset re- liver policies quickly; and charge
quirement probably will be imple- the right price.
mented for the 1990 underwriting Mr. Merrett, also commenting on
year, but declined to comment on the marine market, pointed out
the amount of assets that will be that marine capacity vastly ex-
required to become a name in the ceeds demand. -Names have

future. However, he suggested that sought to write marine business
the increase should be "by quite a because it has been profitable," he
bit." explained.

And, he predicted that by in- Marine underwriters also sup-
creasing the amount of money port other markets, Mr. Merrett
names must deposit to underwrite, pointed out, citing space-related
'names will insist on a better re- coverages and accountants errors
turn so the standard of under- and omissions insurance, both of
writing will have to improve." which can be written freely by ma-

Currently, in addition to show- rine, aviation or non-marine syn-
ing qualified assets of 100,000 dicates.

pounds, non-British resident mem- While the space insurance busi-
bers of Lloyd's must deposit 28% of ness has not yet been profitable,
their premium limit with Lloyd's, Mr. Merrett predicted un-
while U.K. residents must deposit derwriters will have a chance to
20%. Both British residents and make a profit for their names in
foreigners must show they have the the future with the development of
means to deposit 40%. new, expendable U.S. rockets and

Increasing the amount of wealth the launch of more satellites.
required to be a member of Lloyd's In the meantime, the marine
should not be a hardship on too market has made substantial reco-
many U.S. names. One-third of the veries on satellite losses, Mr. Mer-
Lloyd's names worth in excess of 1 rett said. And, the recoveries will
million pounds ($1.8 million) are continue, he said, citing revenues
Americans, commented Robin to be generated by a functioning
Gilkes, chairman of Lloyd's Un- Hughes Aircraft Co. satellite that
derwriting Agents' Assn., during the market had paid as a loss.
his remarks at the conference. Of Underwriters had paid an $85
the 33,540 names at Lloyd's in million loss on the satellite-Syn-
1988, 8% are American, he said. com IV-3-when it was disabled in

And, upping the ante to become a 1985, but they negotiated recovery
name at Lloyd's now probably is of revenues if the satellite were re-
great timing. The demand to be- paired and its services sold (BI,
come a name at Lloyd's exceeds the Sept. 9, 1985).
syndicates' desire to add names, Mr. Merrett predicts the market
Mr. Gilkes observed, because un- eventually will recover $75 million
derwriters currently have excess from revenues generated by the
capacity. satellite.

"We can't meet the demand, and Accountants E&0 insurance also
probably not for the next two has been unprofitable, Mr. Merrett
years," he said. said. "But we believe that where

Lloyd's Chairman Murray there are difficulties, there are op-
Lawrence pointed out in his open- portunities" to adjust the under-
ing remarks that in addition to re- writing approach and make a
quiring members to deposit funds profit.
with Lloyd's, other safeguards to "Accountants are of such pro-
be sure valid cfaims are paid in- found importance to us, if we can
clude: The payment of all premi- give them proper protection, it's of
ums into a special trust fund; an- considerable mutual benefit," Mr.
nual audits; and the maintenance Merrett added.

of a Central Fund, which will Amid the rehearsed descriptions
reimburse a policyholder if a mem- of Lloyd's history and how un-
ber of Lloyd's defaults on his com- derwriters and brokers conduct
mitment. their business day-to-day, a subtle

The discussion of future require- disagreement surfaced between
ments for Lloyd's names was cou- Mr. Merrett and Mr. Rome over
pled with market leaders looking how much U.S. liability business
to their futures and how the mar- should be written by Lloyd's ma-
kets perceive themselves. rine syndicates-a topic of wide

Christopher Rome, chairman of controversy at Lloyd's today (BI,
Lloyd's Underwriters' Assn., de- Dec. 7, 1987).
scribed the marine market at Under Lloyd's rules, only 10% of
Lloyd's as a "large, amorphous, ill- a marine syndicate's premium in-
disciplined body" of 110 syndi- come can be used to write non-ma-
cates. While the marine market rine business.

tries to cooperate "in the clients' "The marine market used to
interest" by agreeing on policy write just the ship's liability to the
wording, for example, "whenever cargo owners," Mr. Rome had ob-
we try to act in concert, at least served during his remarks. "Now,
one member will go the other that's been extended to the oil in-
way," he said. dustry."

Nonetheless, Mr. Rome suggested And in response to a question,
that marine underwriters, "if we Mr. Rome commented that when
have any sense at all," will: listen underwriting the risks of the oil in-
to clients' needs; pay claims dustry, "it is difficult to determine
promptly, because without claims at what point marine becomes
there is no insurance industry; de- Continued on next page



Continued from previous page
Closing remarks are delivered by

Mr. Lawrence, who predicts that
"Lloyd's underwriters, with their
broking colleagues, will continue to
fulfill their time-honored role of oil-

ing the wheels of commerce."
We adjourn to the veranda, where

refreshments are served and two

dozen members of the Royal Marines
Band play military marches, Broad-
way tunes and pop music.

Luncheon is served in the reap-
pointed dining room, where small
tables have replaced chairs, and in
the drawing room, which has been
emptied of furniture to accommodate
more small dining tables, generally of
six people. An officer of Britannia is
seated at each table.

The buffet chosen by the queen:

Mousse de Concombres

C6telettes d'Agneau a ta Menthe
0U

Saumon Pochu Froid

Les Salades Variues

Lemon Posset

After lunch, we retire to the ve-
randa for coffee and port. The ad-
miral orders the crew to take us to

sea. We have been touring mside the
harbor during the speeches and lunch
to make the trip comfortable.

U.S. Coast Guard vessels continue

to circle us while private yachts come
within polite distance to view Britan-
nia.

Lloyd's members
Continued from previous page
non-marine."

However, Mr. Meri'ett pointed out
that marine underwriters' excess-of-

loss reinsurance treaties exclude U.S.

casualty business. And, he added,
"Most members of Lloyd's would
prefer not to participate in any U.S.
casualty business. Underwdters and
underwriting agents must respond to
that."

One member of the audience whi-

spered: "Those are the two most dif-
fermg opinions you will hear on that
issue."

Turning to non-marine markets,
Michael Williams, chairman of
Lloyd's Underwriters' Non-Marine
Assn., emphasized the market's in-
terest in expanding its direct under-
writing in Europe. That will be made
easier when the European Commu-
nity members more freely trade ser-
vices, which is expected in 1992.

Mr. Williams also predicted im-
proved services from Lloyd's with the
implementation of its new computer
network that will link Lloyd's with
correspondents around the world. He
anticipates improved premium flow,
improved claims handling and im-
proved admmistration.

However, he added, "I do not en-
visage a paperless society without
face-to-face negotiation on difficult
risks."

Mr. Williams also noted that the

softening of insurance prices in
North America will "go 'round the
world as well, as underwriters look

to replace business they are not will-
ing to write at lower rates."

Richard Hazell, a member of the

Council of Lloyd's and underwriter
for non-marine syndicate 190,
quipped in his opening remarks that
he was "a non-marine underwriter

talking about his market whilst at
sea."

Commenting specifically on writ-
ing North American business, Mr.
Hazell described the non-marine

market as offering "flexibility, avail-
ability and continuity."

Referring 20 flexibility, Mr. Hazell
pointed out Lloyd's underwriters are
"free-thinkers and free-traders" who

protect venture capital, writing their
own policy forms at their own rates.

On availability, Mr. Hazell com-
mented that Lloyd's underwriters
meet with clients "on a principal-to-
principal basis to establish a rela-
tionship that can survive difficulties.
It helps to generate a partnership
feeling."

The sun is shining, the tempera-
ture is in the 60s and the wind is

blowing about 20-25 knots. The ship
rocks ever so gently.

Officers take small groups of hosts
and guests on tours of Britannia.

The official and private residence
of the queen and other members of
the royal family while on visits over-
seas or while voyaging in home
waters, Britannia requires 21 officers
and 229 crew, all specially selected
from volunteers within the Royal
Navy. The officers are extremely po-
lished at their official duties, includ-
ing mingling with guests and con-
ducting tours. They look like they are
straight from central casting.

Vital statistics: Britannia is 412

feet, 3 inches long; beam, 55 feet;
draft, 17 feet; gross tonnage, 5,769
tons; three masts; 15 miles of teak
decking; built in 1953; first sailed
in 1954.

The royal family, always short of
time between official engagements,
doesn't cruise from one port to an-
other on Britannia, except on holi-
day. The crew takes Britannia, at
seagoing speed of 21 knots, where
she is required for the royal family
to make her home. On this trip,
Britannia is on her way to Austra-
lia for bicentennial celebrations.

Britannia was built as a replace-
ment for the 50-year-old H.M.Y. Vic-
toria and Albert, whose artifacts
adorn Britannia. It also is designed to
serve as a hospital ship in time of
tension or hostility. She has a modern
clipper bow and modified cruiser

And continuity, Mr. Hazell pointed
out, is supported by the continuity of
the underwriters, who once having
achieved the position of senior un-
derwriter "have reached the pinnacle
of their career and there is no where

else to go but to retire."
Mr. Hazell, who is known as a

leading underwriter of U.S. property
risks, acknowledged that he is a "de-
dicated claims-made man" when un-

derwriting U.S. liability risks, ex-
plaining that he wants to pay a claim
once and against one policy. "I am
unhappy to have a claim against
every policy limit I have issued," he
said.

Mr. Hazell also invited the first

debate during the presentations. He
suggested that Lloyd's abolish its
market barriers of marine vs. non-

marine; that Lloyd's remain open 24
hours a day to service its business;
and that Lloyd's brokers should stop
duplicating services also provided by
underwriters.

Lloyd's brokers, he opined, are
"good at producing business and ter-
rible at documentation and worse at

handling money. Allow us to take
away what doesn't provide the bro-
ker with profit," he suggested, nam-
ing policy and claims handlmg ser-
vices.

Robert Keville, chairman of

Lloyd's Insurance Brokers' Commit-
tee, obviously prepared his response
to Mr. Hazell during remarks by John
Tilling, chairman of Lloyd's Aviation
Underwriters' Assn.

Mr. Tilling noted that it was only
in this century that the first attempts
to fly were made. Now, Lloyd's has
51 aviation syndicates writing all
classes "from sow planes to satel-
lites."

The aviation market, which in-

sured the first generation of jets
through supersonic aircraft, provides
hull coverage of up to $200 million
for a wide-bodied jet, Mr. Tilling
pointed out.

"We'll need to respond to even
higher hull values by the turn of the
century," he said.

And, the aviation market provides
$1 billion in product liability insur-
ance limits to manufacturers of air-

craft, he said.

Mr. Keville picked up Mr. Hazell's
challenge when it was his turn to
speak.

"I admire your sense of humor,"
he said to Mr. Hazell, contending that
a Lloyd's broker's day now is hardly
a mere 12 hours long.

stern instead of the traditional swan

bow and counter stern of previous
royal yachts.

As a Royal Navy vessel, Britan-
nia is not insured.

The crew's quarters, forward of the
mainmast, house the main machinery
spaces and a large laundry, equipped
to keep the crew in sea-going whites
and to serve as a hospital ship when
needed. The sick bay includes an
operating room.

In the officers' living quarters tro-
phies abound, with one crew member
charged with their care. The bulk-
heads are cov,ered with art dating
from the early 1900s.

In the royal family's quarters, abaft
the nnainrnast, stairs replace gang-
ways and carpeting covers the inte-
rior decks, but the furnishmgs are not
royal in splendor. Instead, they re-
semble those in an upper-class Brit-
ish country home: comfortable-look-
ing upholstered chairs, oriental rugs
and English antiques. Above the fire-
place in the drawing room hangs a
paintmg of Britannia's maiden voy-
age around the world.

While the royal dining room, an-
teroom and drawing room are quite
comfortable and attractive, the sit-
ting rooms of the queen and Prince
Philip are almost Spartan. The books
in the queen's sitting room are se-
lected for each port, giving Her Maj-
esty access to any reference material
she wants.

While it's a complete tour, under-
standably we do not see the royal
family's most private quarters. '

Regarding underwriters assuming
sole responsibility for duties now also
handled by brokers, he chided: "I
sincerely hope" the underwriters'
performance in handling premiums
and policies is "better than your per-
formance on the claims."

Chuckles and smiles all around re-

duced the sting that the comments
may suggest in print.

Mr. Keville also acknowledged that
"there obviously is room for improve-
ment" in service to clients by im-
proving speed, reducing duplication
of service and decreasmg the "paper
mountain." I

UU)6/6666 175)U/U/GUC, 1¥laICIl itt, 1300 / 00

We are ushered into a sunroom

off the veranda, previously closed to
us, as the last stop on the tour. The
only interior portion of the yacht
decked in teak, its ambiance is ca-
sual. Magazines neatly stacked on
tables welcome a browser.

When serving as a hospital ship,
the royal apartments can accommo-
date up to 200 patients.

Alas, it is nearly 3:30 p.m. and
we are approaching the dock at Long
Beach Naval Station. The crew on

watch is at attention, eyes keen on an
officer on the foredeck who drops a
flag with the attachment of the first
mooring line-the signal to dress
ship. Up come the colors.

A group souvenir photo is taken
by the ship's photographer.

We disembark, reluctantly, clutch-
ing mementos of the conference and
the trip to sea aboard Britannia: an
enamel paperweight by Halcyon
Days with the compliments of Mr.
Lawrence inscribed: "Lloyd's Con-
ference, H.M.Y. Brjtannia, Long
Beach, 2nd. March 1988," and a

plague of the ship's crest.
Everyone aboard Britannia has

hosted or been -a guest at elegant
business events. But when it comes

to recalling truly memorable occa-
sions, March the 2nd aboard Bri-
tannia will certainly rule the waves
of time. m

Robert A. Phillips
promoted at American Re
Robert A. Phillips has been promoted to Vice President of
Underwriting Accounting in American Re's Financial Ser-
vices Division.

Mr. Phillips will manage the Underwriting Accounting Ser-
vices Department, which is responsible for premium and loss
processing as well as cash collections.

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

Atlanta · Boston · Chicago · Columbus · Dallas · Hartford · Kansas City · los Angeles · Minneapolis · New York · Ph:ladelpilia
San Francisco / Bogola · Cairo · London • Melbourne · Montreal · Sam,ago · Singapore · Sydney · Tokyo · Toronto

Special-Risk Benefits
tailor-made by
Corroon & Black.

Special Risk Insurance Programs tailor-made
by Corroon & Black, let you sponsor 6enefit pack-
ages of AD&D, Voluntary AD&D, Business Travel

...6. . .. Accident, and Optional Pemlanent
»» Ufe, at low cdst to you and to your

*- - L- employees.
Your problems are unique.

k Our solutions are, too. As one
Vof America's most innovative
I employee benefit consultants
k» and brokers, we fashion crea-

1 ibi.9- -3-- tive, value-added solutions
through keen thinking of

seasoned professionals.
L--- --- """"-- <p .,2- And provide the best

.*/\4 f/personal service at- every level.
For more infomiation about how we measure

up, contact your local Corroon & Black office or
Richard I. Citron, National Benefits Division,

- Wall Street Plaza, New York, NY. (212) 363-4100.

CORROON & BLACK
for your benefits.
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Yacht a unique setting for meeting
By KATHRYN J. McINTYRE r '9-

LONG BEACH, Calif -Lloyd's of London had a captive
,«Ikl 'audience for its conference aboard Her Majesty's Yacht Bri-

tannia on March 2

When you are on a ship at sea, with one host for every two A&'1'8 .·*Af*#446,,,4.4 I

guests, and you are graciously ushered from one place to 1#*.S .t '. ' ...;,0 i «, 42 j

another by naval officers, you have nowhere to go but where r z ..4
you are told 1/4 /2-L:- L.7 · 4 *.,ce*F1.

But it was obvious that the U S brokerage executives **a
aboard Britannia were as interested in hearing what the

TE «KLloyd's market leaders had to say as the market leaders were b/, 1 r\\
in getting their messages across to their leading business
producers-both ln the formal remarks and in private con-

f .11
1,

l
versations ,/fal 1 5 4 1 '"t

#.

As one principal celebration of Lloyd's Tercentenary, the
Lloyd's Conference on March 2 "was an opportunity to meet 4 -

a distinguished collection of individuals vitally concerned 4 . 44:,

with the American insurance industry," said Stephen R : ap
Merrett, chairman of Merrett Holdings PLC and a member
of the Council of Lloyd's 0

The conference was organized for market leaders "to give a
market report to their principal producers," explained John
Smith, a partner with Lord Bissell & Brook in Chicago and

. liblill r .' *«

'

counsel to Lloyd's, commenting on the conference .

Each of the market leaders at Lloyd's addressed the confer-
ence (see story, page 32)

"It was very interesting hearing about Lloyd's and where .

they are today," said Richard Cole, president of Cole, Booth,
Potter Inc, an Old Bridge, N J -based reinsurance interme-
diary

"To have that many underwriters talking about the over-
all scope of Lloyd's business, the variety of markets and how

f Ithey see the future was very informative," commented Don- ' r** -·-
ald A Greene, a partner with LeBoeuf, Lamb, Leiby & Mac-
Rae in New York and counsel to Lloyd's t

"I've never been to something so broadly based," he said,
noting that the "real value" to those attending the conference Photo Kathryn J Mcintyre

was the opportunity to ask questions in private after the U.S. brokerage executives and Lloyd's of London market leaders board Britannia prior to the conference.formal presentations

"They did an excellent lob in showing the diversity of their personal experience-a once-in-a-lifetime experience, espe- Lloyd's, British Invisible Exports Council Director General
organization and the dynamics that have made them as suc- cially since she put out to sea I found that very exhilarating David Thomson and Director Richard Mason, James Lamb,
cessful as they are," commented California Insurance Com- and exciting " Lloyd's attorney-in-fact in Kentucky, and J V Hagestadt, an
missioner Roxani Gillespie Ms Gillespie called the ambiance "very charming and very official of the British Department of Trade and Industry

"It strengthened my perception of the way they operate," British," including the luncheon menu "I described it to my The guests attending the conference were California In-
she said "It is obvious it iS a very competitive organization mother, who lives in Greece, and when I said cucumber surance Commissioner Roxani Gillespie, National Assn 01
within itself " mousse, poached salmon and lamb chop, she said 'With mint, Insurance Commissioners President and Illinois Insurance

John Washburn, president of the National Assn of Insur- right?' " Director John E Washburn, Alexander & Alexander Ser-
ance Commissioners and the Illinois director of insurance, She was right vices Inc Chairman John A Bogardus, National Assn 01
agreed "I thought lt was really interesting to watch the "The whole thing was so wonderful," Ms Gillespie said Surplus Lines Offices President T C Anderson, Past Presi-
by-play," he said "You could tell there was real tension, "The idea of going out on this ship-I have never done dent Robert Keul and Vp Thomas Bloom, American Assn 01
which iS a healthy prospect It was also interesting to hear anything like that before, and I probably will never do any- Managing General Agents President Wesley Duesenberg Jr,
people talk about themselves " thing like it again It was a very unique event " Vp Peter Scobie and Past President Bob Welch, National

John A Bogardus, chairman of Alexander & Alexander Mr Washburn offered "It was a class act I always thought Assn of Insurance Brokers President William S Jennings,
Services Inc, confided he learned more from informal con- we gave up something when we gave up royalty " John Kohler, president-elect of the National Assn of Ca-
versations with the market leaders than from the formal pre- And Mr Greene said "It was a wonderful, memorable sualty & Surety Agents, California Surplus Lines Assn
sentations party The ship and the men who man lt are magnificent Chairman E F Casey and President Donald Grant, Illinois

I always feel I come away with something when I talk to representatives for the British " Assn of Lloyd's Brokers Chairman Larry R Sorensen, John-
the market makers," he said What he found this time "A "It was a memorable event," Mr Cole said "Being a boat- son & Higgins Vice Chairman Kenneth Hecken, Executive Vp
uniform sense of modest optimism but still a lot of uncer- ing enthusiast, I was very impressed with the yacht and the Richard A Nielsen and Senior Vps George Gibbs and Walter
tainty" about the commercial insurance market's future way they treated us I was proud to be part of one of Clemens, Willcox Inc Chairman Willis T King, Marsh &

"Obviously, senior Lloyd's underwriters don't want to their celebrations " MeLennan Inc Chairman Robert J Newhouse and M&M

comment overly about what lS happening in the United The hosts for the conference on board Britannia were Managing Director Robert Peretti, Frank B Hall & Co Inc
States But in their own market, they see a fair balance in Lloyd's Chairman Murray Lawrence, Council of Lloyd's President Peter Pruitt, Fred S James & Co Senior Vp Reg
1988, and I found a certain degree of optimism about pricing members Stephen Merrett and Richard Hazell, Ivor Binney, Bowers and Senior Vp of James of California Robert Levi-
holding-more so than I might have expected " former council member and chairman of Additional Under- son, Stewart Smith East Inc President Jeremy D Cooke,

In addition, Mr Bogardus noted, "Any time you get insur- writing Agency (No 4) Ltd , Lloyd's Underwriters' Assn Bowers & Co Chairman Raymond White, Cravens & Co Vice
ance commissioners from states like California and Illinois Chairman Christopher Rome, Lloyd's Aviation Underwriters' Chairman Hartley Cravens, G J Sullivan Co Reinsurance
and leading Lloyd's underwriters like (Stephen) Merrett, (Ri- Assn Chairman John Tilling, Lloyd's Underwriters' Non- President John F Sullivan Jr, Cole, Booth, Potter Inc Presi-
chard) Hazell and (Michael) Williams together, lt'S worth- Marine Assn Chairman Michael Williams, Lloyd's Insurance dent Richard E Cole, Victor O Schinnerer & Co Inc Presi-
while and meaningful " Brokers' Committee Chairman Robert Keville, Lloyd's Un- dent Sprigg Duvall, Southern Marine & Aviation Un-

The unique and impressive setting for the conference was derwriting Agents' Assn Chairman Robin Gilkes, C T Bowr- derwriters Inc President Doyle Spell, Hull & Co President
lost on no one, neither host nor guest ing Ltd Chairman Philip Wroughton, Sedgwick Group Richard Hull, J H Blades & Co Inc Senior Vp Martin

"The fact that the queen herself would have a sufficient PLC Director John Swinglehurst, Bell & Clements Ltd Taylor, RFC Intermediaries President David L Cargile, HA
interest in the importance of North America to the U K and Chairman John Clements, R F Bailey Underwriting Agencies Enan & Co President Hussein Enan, Director General of
its financial health to make her yacht available for an Ltd Director Ralph Bailey, Lloyd's counsel Donald A Trade and Investment John Mellon, with the British consul-
event of this kind is very significant," Mr Smith commented Greene of LeBoeuf, Lamb, Leiby & MacRae, Lloyd's counsel ate in New York, Trade Development Office Consul Colin
"It was a once-in-a-lifetime experience for not only ourselves and attorney-in-fact in Illinois John Smith, partner with Bright, and Anglo-American Chamber of Commerce Chair-
but for the people from the London market as well " Lord, Bissell & Brook, Jill Bromley, personal assistant to the man CJN Robinson

Mr Bogardus commented later "It was an exhilarating chairman of Lloyd's, David Larner, chief press officer of Two members of the press also attended as guests .

Lloyd's makes history for 300 yea rs
LONG BEACH, Calif -Lloyd's of Lon- • The establishment of the first Commit- rine and U S reinsurance policies at the 1969 and the admission of women members

don traces its Tercentenary to a notice pub- tee of Lloyd's in 1771 turn of the century in 1970
lished Feb 18, 1688 in the London Ga- • The loss of HMS Lutine in 1799, with • The 1906 San Francisco earthquake, • The passage of the 1982 Lloyd's Act
zette a cargo of gold and specle worth, at today's Lloyd's largest loss in real terms • The opening of the new Lloyd's build-

The advertisement described the theft of prices, about $50 million Lloyd's underwriters paid claims esti- ing in 1986
five watches and said "anyone giving notice • The appointment of Lloyd's agents in mated as high as $100 million, which at A song entitled "We'11 All Go Together
of these watches to Mr. Edward Lloyd's 1811 today's value would be about a $1 2 billion When We Go," by Tom Lehrer implies that
Coffee House in Tower Street should have a • The salvage of the Lutine in the 18505, Lloyd's had only 687 names then, and not Lloyd's alone might survive a nuclear holo-
guinea reward," relates Lloyd's of London which brought up bullion worth $3 million everyone was involved caust, Mr Lawrence noted The line "No
Chairman Murray Lawrence and the ship's bell The bell hangs in the • The development of excess-of-loss re- one will have the endurance to collect on

Since then, important milestones in Lloyd's Underwriting Room and now sym- insurance by C E Heath his insurance, Lloyd's of London will be
Lloyd's history, as related by Mr Lawrence bolizes Lloyd's around the world. • The creation of the Lloyd's American loaded when we go "
during the March 2 Lloyd's Conference, in- • Lloyd's incorporation by a private act Trust Fund in 1939, with an initial contri- Mr Lawrence admitted that is "an exag-
clude. of Parliament in 1871, when its members bution of $40 million Today the fund geration, but short of Armageddon, I can

• The first publication of Lloyd's List in numbered merely 400 stands at $8 5 billion see no reason why Lloyd's should not en-
1734 • The writing of Lloyd's first non-ma- • The admission of overseas members in dure"
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Protex fine
Continued from page 2
cleaning and painting the 15,000
used, 55-gallon drums Protex pur-
chased annually to recycle and
then refill with its products.

Judge Carrigan placed Protex on
five years' probation, fined it
$440,000 and ordered the company
to put a total of $950,000 into trust
accounts to provide restitution for
the three injured workers, accord-
ing to court records.

In addition, Protex was ordered
to place $1.1 million into an ac-
count for cleanup costs, further
fines or to pay restitution claims
that may be filed in the future by
other employees.

The company also was ordered to
contribute $2,700 to a federal
crime victim fund, according to
court records.

Although the issue of whether
Protex had insurance coverage to
pay cleanup costs was raised in
court, it was never resolved,

'The court reaffirmed what Congress intended:
that people in regulated industries have the

burden of knowing what types of hazardous waste
they generate and also have a duty and obligation

to dispose of them properly,' says Mr. Curless.

pointed out U.S. Attorney Kenneth
Fimberg.

A spokesman for the company
declined to discuss insurance
issues.

The $7.63 million fine, "certainly
broke the record for the largest
fine in an environmental crimes

case," said Mr. Starr. The previous
record had been $1.2 million.

Although about $5 million of the
fine was suspended, "it's a hammer
the judge can reinstate" if Protex
does not comply with orders to
clean up the site and provide resti-
tution to the workers, Mr. Starr
said.

Protex, which last month sold all
operations but its barrel recycling
facility and real estate, must clean
up hazardous chemical wastes that
the indictment said included

chlordane; heptachlor; 2, 4-D;
pentachlorophenol; methanol; and
methylene chloride.

The three injured employees,
who had been with the company
for at least seven years, were ex-
posed to those chemicals and
others between September 1982
and April 1987, because the com-
pany either failed to provide respi-
rators and protective clothing or
provided inadequate respirators,
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according to an official at the U.S.
Environmental Protection Agency.

As a result, the three men suf-
fered from solvent poisoning,
which can be cured if they are re-
moved from contamination, and
from permanent neuropsychologi-
cal impairment, including reduced
memory.

However, Protex attorney David
Palmer said previously that it was
not until search warrants were is-
sued in March 1986 that the 66-

year-old, family-owned company
learned that any of its 95 workers
were being endangered.

Earlier inspection reports had
been turned over to the EPA and

Federal Bureau of Investigation
personnel, but not to Protex as
government regulations require,
said Mr. Palmer, an attorney with
the Denver firm of Gibson, Dunn &
Crutcher.

"Anyone in any company han-
dling any chemical should be
scared to death" about facing en-
dangerment charges, Mr. Palmer
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said.

The three injured men will re-
ceive amounts ranging from
$275,000 to $350,000 from the
court-ordered individual trust ac-

counts as disability income and to
meet other needs, including to fi-
nance their children's education

expenses.

The men, who had been em-
ployed at Protex until it was sold
last month, are considered unem-
ployable, pointed out Mr. Curless.

The injured men are able to re-
ceive compensation from the court
proceedings because the violations
were brought under federal en-
vironmental crimes statutes and

not Occupational Safety and
Health Administration regulations,
emphasized Sylvia Krekel, an oc-
cupational health specialist for the
Denver-based Oil, Chemical and
Atomic Workers International
Union.

OSHA penalties do not allow for
employee restitution, and injured
employees seeking financial recov-
ery must file separate civil or crim-
inal action or seek workers com-

pensation benefits, an OSHA
spokesman said.

The three men have not filed

workers compensation claims, Mr.
Curless said. Under Colorado law,
they would be eligible for up to
about $27,000 each, according to
Mr. Curless and Mr. Fimberg.

Judge Carrigan said in an inter-
view, "The workers compensation
system in Colorado is pretty bad in
terms of the amounts available."

A spokesman for Colorado's
workers compensation system did
not return telephone calls.

A labor union representative
praised the decision as a victory
for employees.

"I think the decision is a good
one for workers," said Ms. Kre-
kel of the oil workers' union. She

noted that the three men were not
members of any union.

And, she added, the restitution
ordered by the court is "small con-
solation" for the damage done to
the injured workers.

Ms. Krekel said the decision,
which she plans to discuss while
training other union ernployees at
RCRA sites, "will have a preven-
tive aspect as far as other (employ-
ers) are concerned."

However, Delores Wilson, man-
ager of new business and industry
for the Greater Denver Chamber of

Commerce, said: "Most people
think it was an isolated incident
and not reflective of any other em-
ployers."

And, the case has not caused
chamber members to raise issues
related to hazardous waste dis-

posal, she said.
Protex was fined for three counts

of knowing endangerment of em-
ployees. It also was fined for 12
felony violations of federal laws
for operating a facility for the
treatment, storage and disposal of
hazardous waste without a permit
and defrauding government offi-
cials by "false statement, material
omission and concealment."

In addition, Protex was found
guilty of one misdemeanor for dis-
charging pollutants into the South
Platte River.

Protex was found innocent of

two counts of knowingly storing
hazardous waste in March 1986.

Charles Vesta Hyatt, Protex's
comptroller, pleaded guilty late
last year to misdemeanor charges
of making false statements and il-
legally discharging wastes. He re-
ceived one year probation and a
$3,000 fine.

Donald J. Wilson, Protex's vp
and chief operating officer, still
faces 11 felony charges, including
10 counts of illegally storing or
disposing of hazardous wastes. Mr.
Wilson is the son of the company's
president and founder.

Although the three workers and
a neighbor were considering filing
lawsuits against Protex, none are
known to have been filed, sources
in the case say. I
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Insurers sue Borg-Warner ated and controlled" by Borg-Warner and ltS subsi- Update......diaries, and that Borg-Warner should therefore be re-
Continued from page 1 quired to satisfy Centaur's obligations
total liabilities of $209 1 million, according to the let- The Hartford complaint alleges that
ter The liabilities included $82 3 million in direct in- • Borg-Warner created Centaur and transferred Court rules on merger talks
surance claims and expenses and $126 8 million in re- Centaur's stock from one subsidiary to another at ltS

Continued from page 2insurance claims and expenses discretion

The reinsurance claims consisted of $83 1 million in • Borg-Warner, Centaur and other Borg-Warner ing statements about "material" aspects of their operations
reported claims and $92 7 million in incurred-but-not- units had common directors and officers However, the court ruled that the question of when merger talks
reported losses, less a present value discount of $49 3 • Centaur had no employees, payroll or office space become material would have to be decided ona case-by-case basis
million, the letter reports of its own, and Centaur employees and offices were Among the factors to be considered, the court said, lS the signifi-

Under a proposed rehabilitation plan, Centaur's di- provided by Borg-Warner cance a "reasonable investor" would place on the withheld or
rect insurance claims would be paid in full before any • Borg-Warner and ltS subsidiaries used Centaur misrepresented information
assets are used to pay reinsurance claims for their own purposes, including to insure Borg- Former shareholders of Basic sued the company charging that it

The Illinois Insurance Department has concluded Warner and ltS affiliates, to provide non-interest bear- had misled investors by denying it was involved in merger talks
that Centaur has enough assets to cover all direct in- ing compensating balances at banks for the benefit of
surance claims A portion of Centaur's reinsurance ob- Borg-Warner, and to buy commercial paper issued Boy could receive $19.5 million
ligations also will be covered under the rehabilitation by Borg-Warner Acceptance Corp
plan, which includes provisions for commuting Cen- The Hartford units also argued that it would be un- CHICAGO-A boy paralyzed in a 1985 accident involving a day-
taur reinsurance agreements ]ust for the court to recognize a separate corporate care center van will receive at least $7 million-and could receive

The Insurance Department is expected shortly to file existence for Centaur, alleging that up to $19 5 million-under a settlement with Kinder-Care Learning
a revised draft of the rehabilitation plan in Cook • Borg-Warner and its subsidiaries represented that

Centers Inc

County Circuit Court they would stand behind Centaur and its obligations The pre-trial settlement between Montgomery, Ala -based
Centaur's financial position may be improved some- 0 Centaur displayed the Borg-Warner logo on ltS Kinder-Care and the family of Matthew Victor stipulates that the

what if it is able to recover funds from other sources, stationery and used the letterhead of another Borg- amount the boy will receive depends on how long the boy lives He
the rehabilitator's letter to ceding companies explains Warner unit interchangeably with its own now is 11 years old

For example, Centaur has written off reinsurance • Borg-Warner periodically contributed capital to The accident occurred when a van from Kinder-Care's Schaum-

recoverable from several alien reinsurers, but may re- Centaur, without which Centaur would have become burg, Ill, facility crossed a median and struck an oncoming car
coup some of these losses in lawsuits against "certain insolvent "years before" the Illinois Department took The accident killed the driver of the car and a girl traveling in the
London-based brokers and intermediaries and certain it over van The driver's survivors settled for $700,000 and the girl's survi-
alien reinsurers," the letter says • Borg-Warner persuaded A M Best Co to give vors for $500,000, according to their attorney, Philip Corboy Jr of

Among the targets of this litigation is London-based Centaur an A rating for 1983 by promising to contrib- Corboy & Demetrio

intermediary Andrew Weir London Ltd , which placed ute additional capital to the insurer Cases involving other injured children among the 12 van passen-
Centaur's reinsurance with overseas companies • Borg-Warner and ltS subsidiaries substantially gers also have been settled, though details were not available
Among other things, the suit seeks to recover unremit- overstated Centaur's policyholders surplus, making it Kinder-Care was insured for several million dollars by Mary-

land Casualty Co at the time of the accidentted premiums and charges that Andrew Weir exceeded "appear to be a stronger, more reliable company and
the scope of its authority in placing Centaur's reinsur- better reinsurance security than it actually was " Kinder-Care and the van's driver meanwhile have sued the van's

ance with the alien reinsurers, sources say The latter allegation is also the basis for the Hart- manufacturer, Ford Motor Co, dealer Jerry Burke Ford Inc of
Frankfort, Ill, along with several other companies that outfittedCentaur also is represented on River Plate Reinsur- ford units' claim that they were defrauded

ance Co Ltd 's creditors' committee (see story page Borg-Warner and ltS affiliates maintained Centaur's the van The suit alleges that the van was improperly certified as
4) Some 150 creditors are owed about $50 million by books and records, and deliberately overstated Cen- complying with safety standards and that retrofitting the van with
the Bermuda insurer (BI, Feb 1, Jan 18) taur's surplus between 1980 and 1983 by misstating seats and seat belts sublected passengers to an "unreasonable" risk

In addition, Centaur is suing three insurers-includ- assumed and ceded reinsurance premiums reinsurance of injury

ing two Hartford units-to recover part of the roughly balances receivable and loss and loss adlustment re-
$20 million it lost as a result of alleged embezzlement serves, the complaint charges Accountants' liability expanded
by former employees of Atlantic & Gulf Insurance According to A M Best Co , Centaur reported a poli-

NEW YORK-Big Eight accounting firm Arthur Andersen & CoAgency Inc , a managing general agency wholly owned cyholder surplus of $16 9 million in 1983, S19 7 million
by Centaur (BI, May 6, 1985) in 1982, $15 5 million in 1981 and $13 3 million in plans to appeal aUS District Court ruling that US -based ac-

counting firms can be sued ln the United States for negligence inHartford Insurance Co of Illinois wrote a compre- 1980 Centaur's surplus dipped to $15 2 million in
hensive dishonesty, disappearance and destruction 1984, $7 2 million in 1985 and $4 0 million in 1986 preparing audits in other countries

policy with a $10 million aggregate limit covering Borg-Warner also failed to disclose losses resulting Judge Charles E Stewart denied a motion by Andersen to dismiss

Borg-Warner and ltS subsidiaries, while Hartford Ac- from alleged fraud by employees of Atlantic & Gulf, a $260 million suit filed against it by the British Department of
cident & Indemnity Co wrote a separate blanket bond Centaur's MGA subsidiary, Hartford charges Economic Development in connection with audits the firm con-
covering Centaur, according to court papers For these and other reasons, Hartford also accuses ducted for De Lorean Motor Co and its Irish unit between 1978 and

Continental Insurance Co also wrote a comprehen- Borg-Warner of recklessly misrepresenting Centaur's 1980 The British government had invested in securities offered by
sive dishonesty, disappearance and destruction policy financial strength the now-defunct company

with a $250,000 limit covering Atlantic & Gulf Separately, Central National and Protective Na- "We believe that this decision lS In conflict with decisions in

Centaur and Atlantic & Gulf filed claims with the tional-both units of Professional Underwriters In- other cases, and we plan to pursue in full the alternatives available
insurers in 1983 after the alleged fraud by two Atlantic vestment Inc -also are trying to pierce the corporate to us," said an Andersen spokesman

& Gulf employees came to light The insurers, however, veil between Borg-Warner and Centaur Dan Goldwasser, an attorney and consultant to the New York
denied the claims, and Hartford sued Borg-Warner in Protective National ceded property, casualty and State Society of Certified Public Accountants, said that to win
Cook County Circuit Court in Chicago in 1985 for a workers compensation risks to Centaur under three the case, the British government would still have to establish that
ruling that the embezzlement losses are not covered quota-share reinsurance agreements between 1982 and the accountant's Irish subsidiary correctly followed auditing pro-

Borg-Warner, Centaur and Atlantic & Gulf then 1984, according to the complaint cedures established by Andersen's U S headquarters
sued the two Hartford companies and Continental, this The business was produced for Protective National Andersen is insured by Lloyd's of London underwriters
complaint was later loined as a counterclaim in the by Global Surplus Insurance Services Inc, a managing
Hartford declaratory Judgment action general agency subsidiary of Frank B Hall & Co Inc Briefly noted

In the counterclaim, Borg-Warner seeks to recover Protective National's inability to collect on reinsur-
the full limits of each policy, including two $500,000 ance covering the Global Surplus programs forced it to A hearing on a voluntary rehabilitation plan for American Mutual
payments under the blanket bond, representing sepa- place itself under the supervision of the Nebraska In- Reinsurance Co., which was ordered into rehabilitation last

rate claims for the dishonest acts of the two Atlantic & surance Department in 1986 month, is scheduled for March 24 in Cook County Circuit Court in
Gulf employees Frank B Hall later agreed to pay Protective Na- Chicago AMRECO proposes to run off existing business without

Borg-Warner also seeks to recover an additional 25% tional $45 million to settle disputes over the Global court supervision and not resume underwriting The company's de-
ficiency is estimated at $70 million to $79 million after recoveriesof each policy's limits allowed under Illinois law for Surplus business (BI, May 26, 1986, June 2, 1986)

the "vexatious and unreasonable" conduct of the in- Central National, meanwhile, ceded property, ca- from retrocessionaires Medical care prices jumped 08% in
surers in denying the claims sualty, ocean marine and other risks to Centaur be- January, compared with a 0.3% rise in the overall Consumer Price

The litigation currently is in discovery, according to tween in 1983 and 1984 under a quota-share agreement Index, the Bureau of Labor Statistics reports For the 12-month

the Borg-Warner spokeswoman managed by Cravens Re Treaty Facilities Inc of San period ending in January, medical care prices rose a total of
Meanwhile, an amendment to the Centaur rehabili- Francisco, according to the complaint 6 2% ERT Inc , a Concord, Mass -based environmental consult-

tation order has allowed the four Hartford units, Cen- Neither ceding insurer has ever received any claims mg and engineering firm, has been awarded a contract to assess the
tral National and Protective National to file their law- payments due from Centaur "despite periodic assur- environmental impact of the Jan 2 011 spill into the Monongahela
suits against Borg Warner, court papers show ances from Centaur, its direct corporate parent and ltS River from a ruptured Ashland Oil Co. storage tank (BI, Jan

The rehabilitation order originally barred all court ultimate corporate parent Borg-Warner that such 11) A California auto insurance reform initiative proposed
by a California consumer group has died because of a lack of sup-actions against Centaur or its directors, officers, em- losses would be paid," the complaint charges

ployees or stockholders, including Borg-Warner Centaur now owes Protective National more than $7 port The Consumers Union proposal would have granted "good
But on Jan 27 a iudge granted an Insurance Depart- million for paid losses on the Global Surplus programs driver" discounts and implemented rate regulation On Feb 17,

ment motion to vacate that portion of the rehabili- and ultimately will be responsible for an estimated ad- San Mateo County Superior Court Judge William Lanam turned
tation order, thus allowing the insurers to sue Borg- ditional $5 million in future losses, the complaint says down a motion filed by Travelers Insurance Co to disqualify Shell
Warner Centaur also owes Central National more than Oil Co. attorneys Holme, Roberts & Owen of Denver because of a

The Hartford units suing Borg-Warner and several $640,000 on paid losses arising from the Cravens Re conflict of interest (BI, Feb 8) London marine underwriters
Borg-Warner affiliates include Hartford Casualty In- programs and will be responsible for an estimated $4 last week lowered war risk insurance rates for cargo shipments
surance Co , Twin City Fire Insurance Co , Nutmeg In- million in unreported future losses in the Persian Gulf The minimum rates issued by the Joint Cargo
surance Co and Pacific Insurance Co Ltd of Hawaii Along with their attempts to pierce the corporate War Risks Rating Committee on behalf of Lloyd's of London syndi-

The Hartford units ceded business to Centaur from veil, Central National and Protective National accuse cates and the Institute of London Underwriters were lowered

1981 to 1984 through reinsurance broker G L Hodson Borg-Warner of tortious interference with their con- March 9 as much as 0 25% of value in some areas, including Sirri
& Son Inc, a unit of Corroon & Black Corp , according tracts with Centaur Island The Council of Lloyd's of London approved draft bro-
to the complaint Centaur's failure to pay claims was a breach of ltS ker regulations last week that do not address access to the market

The risks ceded to Centaur included business origi- reinsurance agreements with the two ceding com- by non-Lloyd's entities, despite opposition by at least six under-
writing agencies However, Lloyd's Deputy Chairman Alan Parrynally produced by Baccala & Shoop Insurance Ser- panies, and Borg-Warner "directly or indirectly in-
said the council still plans to debate the issue of wider accessibilityvices, a Corroon & Black surplus lines underwriting duced" its insurance unit to breach the treaties, the

management unit that was shut down in 1985, accord- complaint alleges to the Lloyd's market this year (BI, March 7) The U.S. reinsur-
ing to James I Rubin, a lawyer with the Chicago Borg-Warner itself also had a de facto obligation to ance industry posted a 102 3% combined ratio for 1987, compared
firm of Butler, Rubin, Newcomer, Saltarelli & Boyd, Centaur policyholders, the complaint says, alleging with a 103 6% ratio for 1986, according to the Reinsurance Assn of
which represents Hartford (BI, Feb 4, 1985) that Borg-Warner so dominated Centaur as to become, America The Florida Insurance Department plans to examine

Centaur began to default on ltS reinsurance obliga- in effect, the insurer's true managing officer the shuttered Insurance Exchange of the Americas and its syn-
lions in 1984 and has since failed to pay more than $4 5 As such, Borg-Warner "manipulated the affairs of dicates to uncover what led to the IEA's demise Ten senior

million on losses paid by the Hartford units, the suit Centaur to the detriment of creditors, such as Central executives of Los Angeles-based Fremont Insurance Group lIne.
charges Additional unreported losses payable by Cen- National and Protective National, in disregard of the will buy the group of property/casualty insurers from parent Fre-

mont General Corp in an $82 million dealLaur will exceed $15 million, Hartford says standards of common decency and honesty," the suit
The Hartford units argue that Centaur was "domin- charges .
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Claims facility He said it is also possible that "In a sense we are going back to became liable for the largest share nute "
the facility could be restructured where we were 21/2 years ago," said of the new types of claims But In addition, producers have been

Continued from page l to meet the dissatisfied asbestos Stan Levy, with Levy, Phillips & these producers contend the tire, at odds over what type of cases the
Owens-Corning said in a pre- producers' concerns, which in- Konigsberg m New York steel and sheet metal workers were facility would oversee, added Mr

pared statement that it "no longer clude An attorney for one insurer that not exposed to their asbestos prod- Levy He said cases in which the
believes that the facility is the • The facility's liability alloca- belongs to the facility but did not ucts. victims were not physically im-
most effective means of resolving tion formula want to be identified said he is un- However, the Wellington Agree- paired clogged the facility He said
meI'ltorious asbestos-related • The way claims are being han- sure whether the facility is viable ment does not allow significant some defendants refused to give
bodily injury claims " dled and settled without the six producers, saying it adlustments to compensate for these victims minimal payments to

Pittsburgh-Corning President • The producers' degree of con- probably "would not command the changes in the nature of the claims clear the backlog
and Chief Executive Officer John trol over the facility attention of plaintiffs' attorneys " filed with the facility The alloca- The disgruntled asbestos pro-
L Baldwin said the company was Mr Fitzpatrick maintains the fa- All members of the facility's tion formula can be adjusted only ducers also say they do not have
forced to withdraw because "the cility still can be saved "The par- board of directors, as well as most by 15% after the first year and a enough control over the facility
changing mix" of claims being ties seem genuinely interested in of the other active members of the maximum of 15% every three years They point out that although they
submitted to the facility Include working out the problems," Mr facility, were contacted, but none thereafter are responsible for a vast majority
claims that do not involve Pitts- Fitzpatrick said, would comment on the future of So, for example, the liability of a of the liability costs, they each get
burgh-Cornlng products "If the producers leave, the facil- the facility producer that originally was as- the same single vote as each pro-

Similarly, Eagle-Picher Presi- ity will survive," he predicted, al- Former Yale Law School Dean sessed a 1% share could have been ducer responsible for only a frac-
dent and Chief Executive Officer lowmg, "There may be others who Harry H. Wellington, who chaired increased to only 1 15% after the tion of the liability costs
Thomas Petry told shareholders in disagree " the negotiations that led to the fa- producer's first year. Its maximum Mr Henderson said it is unlikely
the company's 1987 annual report Further pressed, Mr. Fitzpatrick cility's creation, could not be liability after three years would be the remaining producers will give
"Many of the claims filed in 1987 conceded that dissolving the facil- reached for comment 1 32% the dissatisfied producers the gov-
were by workers employed in in- ity is a "possibility " How liability costs should be al- "Many producers believe the cap ernance they want
dustries where there was httle or He added there probably will not located among the members of the formula on liability shares does not Attorneys close to the facility say
no exposure to Eagle-Picher prod- be a final decision on the facility's facility has been a thorny 1SSUe offer enough flexibility," Mr Fitz- it has several other shortcomings,
ucts " future for at least two months since the facility was created patrick said including its failure to adopt a

He said Eagle-Picher was leav- But, plaintiffs' attorneys, who Under the agreement, asbestos Another "basic structural flaw" meaningful alternative dispute res-
ing the facility because "the com- have opposed the facility since its producers and insurers agreed to of the facility is the grouping to- olution system
pany believes that working on ltS creation in 1985, predict the facil- settle insurance coverage disputes gether of defendants with vastly In its suit, Eagle-Picher says the
own, outside the facility, it can ity Will fold stemming from bodily injury different claims philosophies, Mr facility has "adopted an ADR pro-
lower its cost per claim signifi- Mr Glasser said the facility claims and provide a Joint defense Fitzpatrick said cedure which does not accomplish
cantly and pursue other solutions would have to undergo a major against claims brought by asbestos For example, some asbestos pro- any of the agreement's express
to the litigation " restructuring to continue ' 'They victims. ducers want to group similar purposes "

Officials of the other producers have lost a nucleus of key players." In addition, each producer claims together and settle them Eagle-Picher complained that
that are leaving the facility would It was "inevitable" that when agreed to pay a specified percent- quickly, while other defendants- the ADR mechanism, which was
not comment Eagle-Picher and Owens-Corning age of all asbestos injury claims including Eagle-Picher-want to adopted 22 months after the Wel-

In a last-ditch effort to save the left, "a large number of other pro- settled through the facility Those examine each case individually lington Agreement was signed, ap-
facility, a nine-member committee ducers would say 'that is percentages, which are closely and settle each on its own merits plies only to cases that are sche-
is negotiating with the dissatisfied enough,' " because each time an guarded secrets, were based on the "The facility, in making bloc set- duled for trial within one year and
asbestos producers, according to asbestos producer leaves the facil- producers' past settlement and liti- tlement of asbestos claims, has involve claimants who have ac-
Mr Fitzpatrick, who would not re- 1ty the percentage of liability for gation history failed to evaluate each claim on its tually suffered asbestos-related in-
veal who is on the committee the remaining members is recalcu- When the facility was estab- individual merits," said the suit juries

The committee's next meeting lated, said plaintiffs' attorney lished, the formula for determining Eagle-Plcher filed against the fa- "To the extent it discriminates

with the producers is scheduled for Danny Cuplt, with Cupit & Maxey each producer's liability share was cility on Feb 26 in the U S Dis- against claimants on the basis of
Tuesday It already has met with in Jackson, Miss based on the litigation and settle- trict Court m Cincinnati injury and litigation status, and
the producers on March 3 in Wash- "It's the domino effect," agreed ment history of claims filed by Eagle-Picher also alleges in the requires expensive and time-con-
ington, D C Thomas Henderson, a plaintiffs' shipyard and insulation workers, suit that "the facility has settled suming use of the pre-trial judicial

Mr Fitzpatrick said the most attorney with the Pittsburgh firm which at that time were the most claims for inlury other than as- system, the ADR procedure is not
likely outcome of the negotiations of Henderson & Goldberg He said common type of asbestos iniury bestos-related physical impair- uniform, streamline or expeditious
is that the facility will go forward "it is a good possibility" the facil- claims ment and dysfunction " and is not a viable alternative to
without Owens-Illinois, Carey- 1ty W111 dissolve Since then, claims filed by tire, "There have always been philo- the ludicial system," the Eagle-
Canada and Celotex, acting on be- "The concept of a facility set up steel and sheet metal workers have sophical divisions within the facil- Picher suit says
half of the 30 remaining asbestos to reduce defense costs and drive become the most common type of ity," agreed plaintiff's attorney While the future of the facility is
producer members and their insur- down indemnity was doomed to asbestos injury claims filed The Mr Levy "Some producers wanted uncertain, Mr Fitzpatrick said
ers that loined the facility fail," he said same producers that paid the lar- cases resolved as quickly as possi- "it's business as usual," with pro-

gest shares for claims filed by ship- ble, others didn't want cases re- ducers and insurers funding claims
yard and insulation workers also solved until the last possible mi-- payments

Insurance services guide Government unveils settlement
with 4 Challenger victims' families

SAFETY
Go In-House With

U/R In Just 60 Days WASHINGTON-Documents released last week by Thiokol agreed to pay the larger portion of the settle-
CONSULTING the Justice Department show that families of four of ment

We'11 show you how to go in- the astronauts killed in the 1986 explosion of the space The documents also do not indicate the amounts paid
shuttle Challenger received an aggregate $77 million to each familyhouse with Utilization Review at

PROGRAM: settlement financed through long-term, tax-free an- Among the documents was a letter to the Justice De-our free seminar. For cities and
Audits nuities purchased by the U S government and Morton partment from Morton Thiokol's attorney stressing

dates of our free semmar; call
Design

Thiokol Inc that Morton Thiokol made the settlement offer "with-
1-800-558-4353 (In Wisconsin, The cbst of the annuities was not released. out reference to liability, which we specifically deny

Training 1-800-242-2178). The documents were released to settle a lawsuit on the part of Morton Thiokol "
brought by seven news-gathering organizations "Settlement offers were made on behalf of Morton

SELF-INSURED against the Justice Department for its failure to dis- Thiokol and the government with the other three fami-
close terms of the settlements, which had been made in lies, but none of them accepted the offers," the spokes-BENEFACTORS/ December 1986 woman explained

PLUS Under the terms of the settlement, Chicago-based The families of astronauts Ronald E MeNair and
4160 SE International Way Morton Thiokol, which made the shuttle's defective Judith A Resnik later reached -settlements with Mor-

#D206
USe the Insurance booster rocket, paid for 60%, or $4 6 million, and the ton Thiokol of which the federal government was not a

federal government paid for 40%, or $3 1 million, of party," the spokeswoman added.Milwaukle, Oregon 97222 Servi ces Guide to the settlement's value to the families of Gregory B The family of the remaining victim, Michael J.
(503) 659-0700 reach your best Jarvis, Francis R Scobee, Ellison S. Onizuka and S Smith, is still suing Morton Thiokol The federal gov-

Christa McAuliffe ernment was dismissed from that suit on Feb 22, the

prospects. The documents released do not reveal why Morton spokeswoman commented

WORKERS' COMPENSATION RISK MANAGEMENT SYSTEM British Airways launches captive
FOR Self INSUREDS, TPR'S, ASSOCIRTIONS AND CARRIERS

• PREPARES STATE REGULATORY REPORTS & FORMS • TRACKS RESERVES to provide hull coverage to fleet• HANDLES MULTIPLE EMPLOYERS •PROCESSESCLAIMPAYMENTS &CHECKS
•CALCULATES BENEFIT AMOUNTS • PERFORMS ON LINE INQUIRIES

•ADJUSTS BILLSAGAINSTMEDICALFEESCHEDULES •MANAGEMENT & AD HOC REPORTS HAMILTON, Bermuda-British Airways, the United insurance on the airline's fleet of 163 aircraft, which is
• PROVIDES SAFETY AND OSHA REPORTS • MONITORS CLAIMS DUE REVIEW Kingdom's largest commercial airline, a pounng lo worth an estimated $5 billion and includes supersonic

million pounds ($18 5 million) in start-up capital into Concordes
VALUE LEADERS IN RISK MANAGEMENT SOFTWAR€ a new Bermuda-based captive insurer, Speedbird In- According to a British Airways statement released

INSTALLATIONS FROMCOASTTOCOAST • CALL FORA FREE DEMO DISKETTE
surance Co. Ltd last week, the captive initially will be used "solely for

Speedbird, which is named after British Airways' the airline's group activities "
INSURANCE SOPTUIRRIE PRCHAGES, INC. corporate headquarters, Speedbird House, is set to "British Airways has established Speedbird to for-

5118 N 56TH ST, TAMPA FL 33610 800-237-8133 (US) 813-621-6069 (Fl) 212-608-1674 (NY) start operations April l. malize its self-insurance philosophy and to provide
Sedgwick Group Overseas Management Services flexibility in its negotiations with international insur-

Ltd.-the Bermuda-based unit of the Sedgwick Group ance markets," said Peter Lerwill, the airline's risk
For advertising information in the INSURANCE SERVICES GUIDE PLC, which is one of the airline's brokers-will man- management general manager in the statement
Contact: Margaret Hikido, 740 Rush Street. Chicago, Illinois 60611. age the captive. "British Airways intends that the new company will

Telephone (312) 649-5340 Speedbird is a wholly owned British Airways sub- operate on a commercial basis from the outset," he
sidiary and is expected to provide up to 25% of the hull said
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By LEONARD M. WILSON

1 410

Special to Business Insurance '1 pointed out that it was too soon for the soft market to end. The 405

A FEW DAYS AGO, my phone rang It was better commercial underwriters were likely to earn around 15% & uo 00 L esee Buorte.,iqnd neulol wmesfla portfolio manager from whom I hadn't on shareholder's equity in 1988. This is well below the princely 396 heard in some time He had owned insurance

brokerage stocks several years ago when the returns achieved in 1979 and 1980, but still high enough to 390

earnings were bounding ahead, propelled by forestall the pain that usually accompanies a turn in pricing.' 5 5 2 4% 2 2 2
rising premium rates on commercial lines
But he had long since sold the stocks, right 
at the top so he claimed, and was now in-
terested in getting an update with the stocks pretty well Before primary insurance rates appears that from 1980 to 1990, only two

out of favor firm, it seems likely that reinsurance pricing years out of 10 will have witnessed rising Insurance Industry stocks fell last week, halting
I launched into a will have to get softer than it is now, Rein- premium rates This suggests that soft mar- three weeks of gains, as the Business insur-

thumbnail review of the surance may not get as cheap as it did in the kets are almost the norm for the commercial ance/ndex dropped 3 points to 430.0 on March
last several years Pre- last cycle and that may keep competition property/casualty industry 10, from 433.0 on March 3. Advancing issues

mium rates had peaked from reaching the ruinous stage Soft pricing tells a great deal about the were led by: Zenith National Insurance Corp.,
late in 1986, and then Combined ratios forthe property/casualty economics ofanindustry Atthe very least, it 10.7%; Hilb. Rogal&Hamilton, up 8.7%; Orion
started to decline well be- industry now are being projected at 105% or indicates a chronic excess of supply, shrink- Capital Corp., up 6.3%; NAC Re Corp., up 5.4%;
fore anyone in the indus- 106% for 1988 Clearly underwriting losses ing demand or both Insurer managements Fireman's Fund Corp., up 4.4%; and Seibels
try expected The soft are beginning to mount, but interest rates are roundly criticized for their inability to Bruce Group Inc., up 4.296. Declining issues
market was now in full are still high by historical standards Long- stand prospenty, but that behavior may be were led by: Statesman Group Inc., down
swing and even the un- term corporates yield better than 9%, so that rooted in the industry's inescapable, difficult 14.3%; SCOR US Corp., down 8.8%; Frank B.

Mr. Wilson derwriters, perennial op- there iS seemingly room for combined ratios economics and the undifferentiated com- Hall & Co., down 7.4%; The St. Paul Cos. Inc.,
timists, had to admit that to detenorate further modity nature of the product down 5.2%; Fremont General Corp., down 5.1%;

competition had returned to the market- What about new entrants? So far, the flow The Insurance brokers used to be regarded and Corroon & Black Corp., down 4.8%. Issues
place Insurance analysts were beginning to of capital into the property/casualty insur- as growth companies That image may not be showing the most activity during the period
shave their earnings estimates for the insur- ance industry has not swamped the business justified in the face of chronic price compe- were: ITT (Hartford Insurance Group), 3.8 mil-
ance companies, a sure sign that the price Moreover, deteriorating underwriting may tition As middlemen, the insurance brokers lion shares traded; USF&G Corp., 3.8 million
cutting was well-advanced discourage new capital over the next several are not in control of product pricing and shares traded; and Sears, Roebuck & Co. (Alf-

Before I could finish my recitation, he m- years This could help contain competitive their compensation lumps around with the state Insurance Group), 3.3 million shares
terrupted with a poser. How long would the intensity, but in itself is not enough to turn rise and fall in premium rates, irrespective of traded. The Business insurance index lost 0.7%
soft market continue? I was about to mutter premium rates In addition, on the plus side, the costs of servicing the client Even the for the period, performing ahead of the leading
something about three years up and three many underwnters will have heavier tax li- role of the insurance broker suffers in a soft market indicators: The Dow Jones 30 Industn-
years down, but my better Judgment stopped abilities under the Tax Reform Act of 1986 market whenitisrelativelyeasytofind cov- als lost 37.5 points, a 1.8% decline; the Stan-
me. Instead, I decided to introduce him to Finally, I cited a widely held ttheory that lt erage and sophistication counts for less dard & Poor's soo dropped 4 points, a 1.5%
issues that insurance industry observers takes an e*ent of dramatic proportions to These are not the characteristics of an indus- decline; ·and the New York Stock Exchange
think about when confronted with questions turn a soft market In 1974, it was the pre- try that gives comfort to investors composite was down 1.8 points, a 1.2% decline.

about the shape and longevity of the under- {ycu taopciapeatene thaetqpuieds in wrt rS;212Sfeadbmtoy ttegearcatwriting cycle B,Hish hiues
First, I pointed out that it was too soon for 1984, the event was underwriting losses on a free cash flow, their Insulation to the busi- 1 Wesit

the soft market to end The better commer- scale that threatened insolvencies Nothing ness cycle, the difficulty of entry and rising M=ch 10 Pace P/E DIv. Vilid IN*.Low
cial underwriters were likely to earn around is on the horizon at this point to resemble market share? These were considerations Companies penes pence % pli,Depen©*

15% on shareholder's equity in 1988 This is those events that lent a more balanced assessment of the Commt Union 317 12 0 219 69 330-417

08*A©cidant 892 10 3 47 9 54 915-892
well below the princely returns achieved in We would have continued, but portfolio group G*,Roy/Exch 935 138 56.2 60 93$-935
1979 and 1980, but still high enough to fore- managers are relentless in their pursuit of a I sensed we were at an impasse. He had Ropi 403 10 7 264 6.5 413-403

stall the pain that usually accompanies a conclusion Consequently, we ventured a made some telling points Maybe the U S am Ams- 930 145 43.1 4 6 933-929

turn in insurance pricing carefully hedged opinion that premium rates commercial insurance markets are going the

Reinsurance pricing was also currently a would remain soft, at least through 1989 and way of Canada and Australia, plague Blokers
negative as far as the soft market coming to quite possibly through 1990 Soft rates chronically with excess capacity Perhaps CEHI/I 374 139 345 92 376-74

an end Treaty rates so far have held up meant little growth for insurance brokerage the ongoing growth of self-insurance tech- Hallollnlon 134 103 96 72 139--134

earnings and probably investor apathy to- niques have diverted too much demand from ast 478 174 129 30 478-478

5* W 206 127 164 80 207-203

:s a member of the New York Society of "How could insurance brokerage really be of three years up and three years down looks

ward the stocks. But values were attractive established markets
W-Fi= 220 126 148 69 220-215

Leonard M Wilson, a managing director at longer term and maybe the bad news was We thmk it lS too soon to wrlte off insur- Source Phhp Olsen/Alan Clifton, Insurance Industry
L.F. Rothschild & Co Inc in New York, already in the price. ance brokerage as an attractive area for long- Speclalists K,tcat & Allken Stockbrokers,

speczatizes m insurance brokerage stocks. He The rejoinder was not long in coming term growth Nonetheless, the tidy correlation London

Secunty Anatysts an attractive industry?" he countered. It now hke a nostalgic relic of the past

Bl Industry Stock Report ' j I:*
MARCH 10, 1988 3/4/88 THRU 3/10/88

Weekly Year to Date Arnual Mkt/Bk Weekly Year to Date Annual Mklek

BROKERS Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value Price 96 change % change High Low Vol (000) $ Div % Yield P/E Book value value

Alexander & Alexander Svcs NYSE 21 88 06 233 3200 1588 510 100 46 143 361 6.06 Durn Corp OTC 2725 00- 267 3400 2000 4 092 34 233 2693 101

Baldwin & Lyons Inc OTC 1300 00 83 2700 12 00 0 020 15 49 1866 070 Partners Group Inc OTC 6000 44 491 6325 37.75 2398 144 24 155 22 15 2.71

Corroon & Black Corp NYSE 3213 48 137 3750 2200 91 108 3.4 152 682 4 71 Fireman'$ Fund Corp NYSE 2950 44 135 42 75 2413 1142 050 17 324 2981 099

Gallagher Arthur J & Co NYSE 14 75 3 3 78 31.00 1388 19 048 33 102 461 3 07 Fremont Gen Corp OTC 1175 41 220 2050 788 529 060 51 324 1675 070

Hall Frank B & Co NYSE 4.75 -74 649 1900 250 356 000 00 102 000 N/A Home Group Inc NYSE 1288 28 84 2488 1050 399 020 16 27 1765 073

Hilb, Rogal & Hamilton OTC 1250 87 28.2 12.75 725 37 000 00 102 000 N/A Hanover Ins Co OTC 2350 41 11 37 25 21.38 94 036 15 50 21 16 111

Lawrence Ins Group AMEX 900 14 333 1475 625 1 032 36 92 340 265 Harteysville Group Ini OTC 1575 00 200 1938 1200 8 055 35 77 1618 097

Marsh & McLerinan Cos Inc NYSE 54 25 41 96 7200 4375 744 240 44 134 727 746 Hartford Steam Boiler Insp OTC 2875 09 250 36 63 20.25 80 100 35 110 11.87 242

Poe & Assoc Inc OTC 700 00 00 1325 675 0 040 5 7 68 057 12 28 Kans City Life Ins OTC 2850 18 86 3150 2150 0 000 00 110 000 N/A

BROKERS AVERAGE 43 175 29 108 Kemper Corp OTC 2450 10 195 3875 1925 1128 072 29 77 27.11 090

Liberty Corp SC NYSE 4075 2S 148 5300 3250 19 080 20 15·6 2090 195

CONGLOMERATES & HOLDING COMPANIES Uncoin Nat'I Corp NYSE 4550 47 134 6050 3575 333 236 52 88 4485 1 01

NAC Re Corp OTC 2425 54 366 3225 1750 56 000 00 167 1943 125

Nobel Ins Ud OTC 825 44 S 7 1850 775 174 040 48 393 937 088

Barkley W R Com OTC 2725 09 135 37 00 18 75 553 028 10 67 13 72 199
Northwestern Nat I Life OTC 2613 19 142 3238 2075 116 096 37 71 35.18 0.74

Berkshire Hathaway Inc DEL OTC 320000 24 85 440000 251000 396 000 00 201 6253 332

CIGNA Corp
Ohi Cas Corp OTC 3750 47 34 49.25 33 50 81 1.88 50 87 3094 1 21

NYSE 49.13 05 120 69.50 4125 1265 296 60 61 5012 098
Old Rep Int 1 Corp OTC 2488 21 244 3363 1888 90 074 10 54 1980 126

CNA An I Corp NYSE 5700 19 2S 6650 4700 162 000 00 88 4271 1.33
Orion Cap Corp NYSE 1675 63 241 3100 1100 21 076 45 54 939 178

General Re Corp NYSEE 5250 -23 460 6888 4800 867 120 23 110 2660 197
Phoenix Re Corp OTC 800 -30 231 14 63 500 63 000 00 50 1015 079

ITT (Hartford Group) NYSE 4650 24 33 6638 41 88 3842 125 27 91 MOB 105
Protective Corp OTC 1425 -09 163 2125 1138 46 070 49 140 1698 084

Sears Roebuck & Co (Allstate) NYSE 3800 -23 130 5950 29 75 3270 200 53 87 3294 115
Provident Ute & Acc Ins Co OTC 2063 -12 320 28 75 14 25 261 084 41 51 6 2700 076

Transamenca Corp NYSEZ 3475 28 16.8 51 38 2263 460 1.84 53 64 3032 115
St Paul Cos In: OTC 4525 52 16 6000 40.25 633 200 44 67 3634 125

CONGLOMERATES AVERAGE 10 80 28 96
SAFECO Corp OTC 2500 -38 99 3800 2438 1888 096 38 80 2233 112

SCOR US Com OTC 775 48 162 1625 500 81 000 00 60 920 084

INSURERS Se,bels Bruce Group Inc OTC 1250 42 111 1900 975 41 0.80 64 83 1288 097

Selectle tri Group Inc OTC 2125 12 118 2750 1725 37 108 51 57 1947 109

Aetria LIfe & Cas Co NYSE 4675 26 13 6813 4350 749 2 76 59 63 4475 104 Statesrnan Group trio OTC 450 143 41 3,50 1.69 243 005 11 57 5.19 087

American General Corp NYSEZ 3513 22 106 4475 2725 950 140 40 92 27 13 129 Toido Marine & Are Ins OTC 7875 42 195 10338 5075 97 0.19 02 66.7 000 N/A

Amer Heritage L,le [nvt NYSEE 2600 00 72 3400 2300 2 096 37 121 2170 120 Torchmark Corp NYSEE 2925 -29 194 3675 21.75 194 100 3.4 98 1301 225

Amer Indty Fin'I Corp OTC 925 49 28 1900 7.75 3 056 61 121 2030 046 Travelers Corp NYSE 3663 27 43 5263 3075 1704 240 66 89 4668 078

American Int'I Group NYSEE 5775 21 38 8375 5350 1671 030 05 101 2902 1 99 Trenxick Group Inc OTC 1150 22 122 1913 888 73 000 00 110 14 65 078

Aneco Rens Ltd OTC 313 37 74 438 2 13 33 000 00 101 1.93 162 United Fire & Cas Co. OTC 2550 20 19 3300 2025 31 096 3B 49 18 32 139

Aon Corp NYSE 2600 47 136 2988 2050 190 1 20 46 93 1523 1 71 United States Fid & Gry NYSE 3250 44 140 4875 2625 3798 264 81 66 2236 145

Mgonaut Group OTC 4675 39 571 52.13 21 00 383 000 00 83 2754 170 UNUM Corp NYSE 2188 22 183 31.38 1550 442 040 18 126 2884 076

AVEMCO Corp NYSE 2463 31 255 2525 1325 32 028 11 128 850 290 USLIFE Corp NYSE 3600 47 263 4763 2675 246 128 36 86 4309 084

Belvedere Corp AMEX 550 22 256 913 400 8 004 07 13 1 765 0 72 Washington Nat I Corp NYSE 2813 14 178 3788 1925 22 108 38 221 3280 086

Business Mens Assum Co OTC 3500 22 308 4825 2525 286 120 34 946 2739 1 28 Zentth Nat'I Ins Corp NYSE 1938 10 7 292 2400 1350 222 080 41 93 1226 158

ChubbCorp NYSE 6250 22 118 7350 5088 340 2.16 35 75 3952 158 INSURERS AVERAGE 48 147 32 149

Continental Corp NYSEE 3875 2S 00 5488 3050 488 260 67 72 41 62 093 ALL COMPANIES AVERAGE 47 143 31 138
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Noone holdsacandle
to Intracorpt experience

in medical review.

n

At a time when most medical review

companies only have a few candies' worth
of experience on their birthday cakes,
Intracorp offers you sixteen.

Over these sixteen years, we've come to
know the medical community well. The
hospitals and other treatment facilities. The
doctors. The providers. We've worked
closely with all and earned their respect.

We've also built an unparalleled network of
135 offices nationwide, offering your
employees utilization review with a local
touch.

Our sixteen years of experience benefit
you another way, too. The expertise we've
gained reduces hospital stays an average of
17% without compromising quality of care.

Our experience has also led to many
innovations in medical review. For instance,
Intracorp's psychiatric and substance abuse
utilization review program is offered in

conjunction with the American Psychiatric
Association. The APA establishes appropriate
treatment practices for its 32,000 member
psychiatrists across America.

And it's experience that gives our registered
nurses the expertise to identify potentially
catastrophic cases in time to provide on site
medical case management. Our medical case
management program assures quality of care,
while reducing the cost of high dollar claims.

Whether you're a big business, a small
business, or an insurer serving both, let
Intracorp's experience provide the range of -
quality services today's employees deserve.
Call today for more information, toll free,
1-800-345-1075 (In PA, HI and AK, call collect
1-215-687-9450). Or return the coupon.

NameiTitle

1 1 linTracorp
1-14

j

Intracorp 81-BC

Mr. Daniel H. Davis, Director of Marketing
701 Lee Road, Wayne, PA 19087

Please send me information on
Intracol)'s Medical Review Services Program.

ComDany

Street

C#

Phone

Please Visit the Intracorp booths #2212, 2214, 2311 and 2313 at the RIMS Conference

State Zip

Ext.


