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update:
Prudential acquires
Bache Group Inc.

NEW YORK-The Prudential Insur-
ance Co. of America and the Bache
Group Inc., investment brokers, have
reached tentative agreement for pur-
chase o f Bache by the insurer for an esti-
mated $385 million.

Bache owns two insurance brokerage
operations, Ter Bush & Powell of

Continued on next page

IRS rule limits trade trusts
By JERRY GEISEL

WASHINGTON-Internal Reve-

nue Service regulations on tax-ex-
empt 501(c)(9) trusts threaten to
wipe out trusts sponsored by na-
tional trade associations.

Under the final regulation, the
trusts can be offered to employees
who work for one company or by a
trade group in which employees of
members work in the same geo-
graphic area.

This provision rules out trust
sponsorship by national associa-
tions whose members usually are
scattered throughout the country.

"This regulation will destroy
what we have built up over the
years," says Jeremiah Hurley, in-
surance manager of the Water
Quality Assn. Employees Benefit

Trust. It is sponsored by the Water
Quality Assn., a trade group in
Lombard, Ill.

It is unclear how many trade as-
sociations sponsor 501(c)(9) trusts,
named for the IRS statute that gov-
erns them. Mr. Hurley estimates
that 50 trade groups offer the trusts
with tens o f thousands of employ-
ees participating.

Although more than three
months have passed since the IRS
published final regulations gov-
erning the use of the trusts (BI,
Jan. 19), many trade groups only
now are beginning to realize the
danger. Some business groups are
beginning to organize to take their
fight against the regulation to
Washington.

The American Society of Assn.
Executives, an influential trade

Rule on 501(c)(9) trusts
'This regulation will destroy what we
have built up over the years,' says
Jeremiah Hurley, insurance manager of
one trade group trust.

group whose 11,000 members rep-
resent the nation's leading associa-
tions, is urging affected members
to lobby the IRS to get the contro-
versial regulation repealed or
amended.

Mr. Hurley estimates that the
benefit costs of the 600 companies
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Howemployers handle ballooning health costs
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Reducing plans trim
bulky health care costs

By EILEEN NORRIS

CHICAGO-Employers are eating up the higher
cost of health insurance for their employees, but
not without a hefty helping of cost containment
Ineasures.

Of the 45 employee benefit managers replying to
a Business Insurance Employee Benefit Board sur-
vey, 36 said they picked up the tab for the rate
increase, regardless of whether the company was
self-funded or insured.

Only two of the insured firms shifted the rate
increase to their employees, while only one of the
self-insured companies passed the increase on to
their workers, according to respondents, whose
companies range in annual sales from $2 million to
$30 billion.

Ofthe 19 insured respondents, eight have imple-
mented cost containment measures in the last six

months, with three ofthose employers using coor-
dination of benefits and claims control.

Other firms have come up with health care edu-
cation programs, hospital utilization reviews and
the option of a second surgical opinion for their
employees, according to survey results.

Six insured employers have plans in the works
for controlling costs and four more are considering
cost containment measures. Only three respon-
dents said they did not plan steps to cut costs.

Of the 26 self-insured employers, eight said
higher health care costs prompted them to enact
cost containment measures in the last 6 months.

Another dozen say they are seriously consider-
ing cost containment measures. Utilization review

Continued on page 24
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Health tactics

slow rate hikes

in his association-sponsored trust
will jump an average o f 50% if the
trust closes and the members are

forced to purchase health, life and
disability coverages individually.
The average member has five em-
ployees.

"Our trust has been able to offer

its employee participants benefits
equal to those offered by firms
with considerably more resources
than the average member ofour as-
sociation." Mr. Hurley says.
Thet .„ because of their size,

have clout in their insurance mar-
ket and can offer benefits at a
much lower cost than individual
members of the trade association

could get on their own.
The IRS, though, views national

trade association sponsorship of
the trusts as a tax dodge. "To allow
trade associations to provide in-
surance benefits through a trust
. . would simply facilitate circum-

vention of the unrelated trade or

business income tax otherwise ap-
plicable to such organizations:"
the IRS says.

Continued on page 21

Resolving asbestos claims

Are settlements

the best route?
By ELLIS SIMON

NEWARK-Out-of-court settle-
ment of consolidated asbestos

claims cuts offlitigation, but will it
open a floodgate of new lawsuits?

On March 13, a federal judge
here announced a negotiated set-
tlement of a reported $10 million to
$20 million for 680 Raybestos-Man-
hattan Inc. employees who said
they were injured by exposure to
asbestos.

But asbestos firms, insurers and
lawyers disagree on the effect of
the pact. (See story on page 26 for
details of the arrangement.)

Some say the out-o f-court path is
the route to travel to save legal fees
and alleviate court congestion and
delay. But others fear the nego-
tiated settlement will tell claim-
ants that the asbestos firms are

willing to pay up, encouraging
more lawsuits.

The Raybestos case is not the
largest out-of-court settlement in-
volving asbestos claims. Some 440
asbestos workers at a Pittsburg-
Corning plant in Tyler, Texas, set-
tled in 1976 for more than $20 mil-
lion, says Michael Mealy of the As-
bestos Litigation Reporter.

In both cases the details were

sealed by the court, limiting their
effect on future cases, says Wash-

.WS

ington attorney Victor Schwartz of
Crowell & Moring. Mr. Schwartz,
the former Commerce Department
product liability expert, is defend-
ing several asbestos firms.

Massive litigation becomes un-
Continued on page 26

Tax queries
withdrawn

NEW YORK-Three reve-

nue ruling requests pertain-
ing to the tax statutes of in-
surartee exchange syndi-
cates have been withdrawn

to avoid negative rulings
from the IRS, Business In-
surance learned.

The rulings were sought to
determine whether private
investor-owned syndicates
could be taxed as partner-
ships rather than corpora-
tions and whether such syn-
dicates could deduct their

loss reserves under statutory
accounting principles. Al-
though attorneys in-

Continuzd on page 26

Digging into
heavy losses

Page 3
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r-update:
Prudential buys Bache Group
Continued from page 1

Schenectady, N.Y., and San Francisco-based Albert M. Bender Co.
Inc. Observers say the deal may advance the concept of one-stop
financial services where a company provides its clients with insur-
ance, banking and investment.

Prudential also is attempting to enter the Chicago-area HMO
market. Its subsidiary, Prudential Health Care Plan Inc., is trying
to acquire North Communities Health Plan Inc. (Northcare), which
has 30,000 members.

Pepsico sued over pensions
NEW YORK-Pepsico Inc. is being sued for $6.7 million alleg-

edly owed to a pension plan ofa brewing subsidiary it sold in 1974.
That sum, which equals pension plan accrued liabilities at the

time of the sale, was to be paid when the plan was approved by the
IRS, contends the complaint, filed in U.S. District Court here by
the Rheingold Breweries Inc. salaried employees pension plan.

The suit contends Pepsico failed to transfer funds to the
Rheingold pension plan after it was approved by the IRS in 1976
and again after the agreement was modified in 1978.

A Pepsico spokesman called the suit"utterly without merit" and
said the plan participants are protected through an insurance an-
nuity contract purchased several years ago.

Pensions figure in coal woes
WASHINGTON-A strike over pensions and other issues looms

likely this week as the United Mine Workers of America and the
coal mining industry broke off contract negotiations last week.

The pension issue had slowed negotiations earlier this month,
but union spokesmen said it was only one of several issues.

The industry, faced with mine shutdowns, wants the 16,000-
member union to replace the current multiemployer pension plan
with a system of retirement plans set up by individual companies.

Mine closings have left coal companies with a deficit ofnearly $4
billion in unfunded liabilities in the multiemployer plan and the
operation, according to the industry (BI, March 16).

The proposal is unacceptable to the union, however, because it
claims workers would find if more difficult to change jobs within
the industry without losing benefits.

Reserve Insurance sued
CHICAGO-The Illinois Department of Insurance is seeking up

to $500 million in damages from the defunct Reserve Insurance
Co., its directors and officers, and three accounting firms.

The suit, filed in federal court by Illinois Insurance Director
Philip R. O'Connor, charges that the firms covered up the weak
financial condition of the insurer. It seeks $100 million in actual
damages from the American Reserve Corp, the insurer's parent
corporation, and another $200 million in punitive damages from
American Reserve officers, subsidiaries and the three accounting
firms which acted as its outside auditors.

The $100 million request could be tripled if the state proves the
defendants violated the Racketeer Influence and Corrupt Organi-
zation Act.

The three accounting firms named defendants include Arthur
Andersen & Co., Coopers & Lybrand and Alexander Grant & Co.
Also named are Reserve's two Bermuda captives, American Re-
serve Guaranty Reinsurance Co. and Reserve Insurance Managers
Ltd., along with Societe Commerciale de Reassurance, a French
reinsurer and its U.S. subsidiary, Dallas-based Scor Reinsurance.

The suit charges the auditors knew Reserve Insurance had be-
come insolvent as early as 1974 but, in concert with firm officers,
hid the fact until 1979.

Reserve went into receivership of Illinois insurance officials in
May 1979.

Although a major source of its trouble was staggering losses in
the early 1970 from commercial excess and surplus lines, only
about 38% of its 1978 premium volume was commercial.

If the suit were successful, monetary awards would be returned
to policyholders and creditors.

The three accounting firms said they are insured for professinal
liability but declined to discuss details.

Competiton bill passed
OLYMPIA-The Washington House has passed legislation (H.B.

31) that allows private insurers bo underwrite workers compensa-
tion insurance. The state now has a monopolistic system.

The measure, which passed on a 55-41 vote, would establish a
wage-loss system similar to Florida's. Under wage loss, compensa-
tion is based on loss of earnings instead of injury.
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O'Connor proposes
corralling high rates

By JOHN MAES

CHICAGO-

Illinois Insur-

ance Director

Phillip J.
O'Connor wants

state lawmakers

to adopt legisla- -
tion to prevent
excessive rates

in noncompeti- -
tive insurance O'Connor
markets.

Mr. O'Connor, testifying before
an insurance law study commis-

sion composed of state legislators,
said such a law is needed to protect
the buyer from the pricing whims
of insurers where competition
does not exist.

Illinois, in lines other than
workers compensation, has no
way to control excessive price in-
creases other than antitrust laws.

But these only solve problems of
price-fixing and monopolies and
do not attack excessive rates, he
said.

"The antitrust laws really don't
offer as much comfort as they
should," he pointed out.

Benefits a strike issue
Philadelphia-area commuters sidestep picketing
transit system workers in the city's mass transit
strike that includes benefit issues. In addition to

wage and job security, employees of the South-
eastern Pennsylvania Transit Authority (SEPTA)
are looking for a reduction in the amount of time
new employees must wait to be eligible for health

LOCAL 234

In workers compensation, rates

are subject to the prior approval of
the insurance department.

The new law would have the

greatest impact in malpractice and
professional liability lines where
one insurer has the market. Mr.

O'Connor proposed setting up a
system that would allow him to re-
view new insurance rates and or-

der a hearing to determine if the
increase is fair. If the rate hike is

found to be excessive and it is de-

termined that no competition ex-
ists, the increase could be denied.

Continued on page 22

benefits. Currently, new employees must wait 30
months to receive prescription drugs, dental and
vision care. After the waiting period, SEPTA pays
100% of the costs. The 4,900-member union has
struck Philadelphia's bus, trolley car and subway
lines-forcing 400,000 commuters to find alterna-
tive methods to and from work.

Megabroker' service sells
European risk executives

By STACY SHAPIRO

LONDON-Retroactive insur-

ance cover is just one way U.S. bro-
kers can warm the hearts of British
and European risk managers, ac-
cording to Terry Sharpe, group in-
surance manager for BL Ltd. here.

The precedent-setting $170 mil-
lion in liability insurance placed
by Frank B. Hall and its Lloyd's
counterpart Leslie & Godwin for
MGM Grand Hotels is a comfort-

ing bit of technique, Mr. Sharpe
told the Assn. of Insurance and

Risk Managers in Industry and
Commerce.

"The risk manager sleeps well in
the knowledge that the retroactive
insurance will be available if his

calculations on indemnity limits
and sums insured are proved
wrong by a catastrophe loss," said
Mr. Sharpe.

But the megabroker, a U.S.-U.K
conglomerate, could become a
megalith-a huge prehistoric
stone-ifhe can't provide the com-
plete service a risk manager needs,
he says.

"Size alone is not criteria (be-
cause) a broker will only succeed
and retain an account on the stan-

dard of service he provides," said
Mr. Sharpe.

European risk managers are
looking at the services these mega-
brokers provide as the American
brokerages buy up Lloyd's bro-

kers here and expand into the
world communities.

"You'll find us expanding
around the world," said Peter
Pruitt, chairman of Frank B. Hall
Consulting Co. "We'll have the
greater capability to help clients,"
he said.

Retroactive insurance is not the
only way to solve risk manage-
ment problems, however, says Mr.
Pruitt. It's good for chemical corn-
panies who have liability claims
coming in from 40 or 50 years ago.

"But the MGM type of thing is
Continued on page 25

Clippers score on Walton
LOS ANGELES-Three insurers, including Lloyd's of

London, have paid a $1.25 million claim to the San Diego
Clippers ofthe National Basketball Assn. for the loss of star
center Bill Walton, whose pro career has prematurely
ended due to a severe foot iRjury.

Lloyd's and the Home Insurance Co., have each paid
$375,000 to the Clippers while the remaining
$500,000 has been paid by Unat, a Belgian in-
surer based in Brussels, said Alan G. Miller, a
Boston attorney for Lloyd's.

The claim, which stirred controversy and *I
led to a lawsuit, was paid on the March 12 due
date, said Mr. Miller.

The Clippers had filed a suit seeking $12.5 <I
million from the insurers alleging denial of d -« 
the claim, fraud, breach of contract and mis- <- Lk - "
representation (BI, Nov. 10,1980). Bill Walton

Attorneys for the basketball team had said the claim was
denied under a policy exclusion for ankle injuries. Mr.
Miller countered, at the time, however, the claim had not
been denied but that the insurers were waiting for more
medical information about Mr. Walton's condition.

Payment o f the claim terminates the lawsuit.

-6

5

0

2
04



Lilly seeks federal
product liability bill

By JERRY GEISEL
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INDIANAPOLIS-Stung by unfavorable court decisions, Eli Lilly &
Co., the nation's largest manufacturer of the drug DES, now favors a
federal product liability law.

"There is a need for a federal tort law so we can have more certainty and
uniformity," says Walter Taylor, Eli Lilly's assistant general counsel.

Traditionally, the tort law has been fair to both sides, Mr. Taylor says.
But now, because of "revolutionary" court decisions, the law no longer is
fair to defendants, the corporate attorney says.

Other manufacturers also are leaning to a federal solution to DES ..·
litigation.

"You are going to need a federallaw to deal with cases oflatent iniuries
where the potential damages can wipe out an entire industry," says L.R.

Lee, secretary and general counsel
for Abbott Laboratories in Chi-

cago. ...4

"The problem can be more easily

E.W. Rebollo, vp of regulatory af-

addressed by one congressional
committee than by 50 states," adds

fairs for Philadelphia-based Rich-

lyn Laboratories.
In one year, DES manufacturers

have been hit with three major By STEVE SHERWOOD rent a plane and fly the highways on the chance we
court decisions casting new shadows on their corporate exposures. could spot them," he says. "We flew down to the

DES, or diethylstilbestrol, is a synthetic estrogen taken by pregnant GEORGETOWN, Texas-When Don Parker dis- Falcon Dam near Zapata without any luck, then
women to avoid miscarriages. Daughters of some women who took the covered thieves had driven offwith $200,000 worth landed atMcAllen, six miles from the Mexican bor-
drug have developed cancer and other abnormalities of the vagina and of his construction company's heavy equipment, der."

cervix. The Food and Drug Administration removed DES from the mar- he refused to sit back ana let them cross the Mexi- While his partner continued the air search, Mr.
ket in 1971. can border without a fight. Parker rented a car and drove to the border, in-

Last March, the California Supreme Court in a landmark decision said -We:re had people tell us once a machine is in forming customs agents of the theft. He also visi-
when a product causing injury is made by many different manufacturers Mexico you're better off taking the .nsurance on ted shipyards, truck stops and roadside motels to
and the specific manufacturer cannot be identified, liability must be it-irs that difficult to get back," says Mr. Parker, spread the word.

divided among the makers based on their share of the market for the vp of Parker-Davis Construction Co. here. "We Apparently, his efforts paid off. The equipment

product (BI, March 31, 1980). didn't want to do that." became too hot to handle. Two fishermen found

That decision, which rocked the insurance community, turned upside So. after phoning local police and tne Texas De- the abandoned rig 40 miles north of Eagle Pass,
down traditional legal practice that holds that the plaintiff must prove a partment of Public Safety with descriptions and near the border.

specific manufacturer produced a defective product to prove liability. serial numbers of the slolen truck. trailer and Parker-Davis operates about 30 pieces of equip-

In February, however, the New Jersey appellate court rejected in- hauter-bader, he and his partner took to the air ment worth $1 million. At the time of the theft, the

dustrywide liability for DES manufacturers. "We figured rather than just sitting here we:d Continued on page 25

Continued on page 21

Alabama citv Health tactics slow rate hikescuts Blues
By RHONDA L. RUNDLEto trim costs

By MARY ANN MATLOCK

BIRMINGHAM, Ala.-This city
wants the home court advantage in
fighting runaway health care costs
for its 4,300 workers, their depen-
dents and retirees.

By administering its own self-in-
sured program beginning May 1,
Birmingham expects to cut pro-
cessing costs from 7.47% of paid
claims to only 3% in five years.

Blue Cross/Blue Shield of Ala-

bama is losing its administrative
contract for the plan which pays
out about $4 million annually.
Benefits will be unchanged under
the self-insured program that be-
gan in January 1980.

"The city wants to become an ac-
tive purchaser of health care as op-
posed to a passive payer of bills,"
explained chief personnel officer
Gordon Graham.

Containing costs, by whatever
means, is becoming critical to the
finances of the city, he said. Health
care costs have risen 18.6% a year
the last five years and now account
for 6.1% of payroll, he explained.

Costs are growing faster than
city revenues and expenses in
other areas, but may be curbed by
short- and long-term provisions of
the in-house program. Self-ad-
ministration has been planned for
rnore than a year.

"It's hard to say how much will
be saved," Mr. Graham admitted,
"but the potential for containing
the rate of increase and reduced
costs is there."

Immediate savings are expected
in claims administration costs.

They are projected to drop to 5% of
paid claims in the first year despite
the costs of adding five new per-
sons to handle the workload.

However, the brunt of the
program's projected success lies

Continued on page 24

FOUNTAIN VALLEY, Calif. A
small health insurance company
here is proving there is profit .in
group plans that combat surging
hospital charges with potent cost
containment strategies.

While major health insurers are
hitting policyholders with renewal
increases averaging 30% and rang-
ing up to 60%, Health Maintenance

Life Insurance Co. reports typical
increases of 20%.

And while major health insurers
are scrambling to hold business,
especially in pricey Siulhern Cali-
fornia, HML talks about limiting
growth to what it car handle.

The seven-year-old subsidiary of
Family Heakth Plan expects to
write $] 2 m:llion in annualized
premium this year, ug from $4 mil-
lion in 1978.

HML credits itS success to an ef-

ficient medical review system de-
signed to eliminate unnecessary
hospitalization and surgery. The
patent's doctor must tave his di-
agnosis, treatment plan and the
anticipated length of hc spitiliza-
tior approved by HML's medical
director before treatment.

Last year, HML says:t recorded
a hospitalization rate r.early 50%
belcw the national insirance in-

Workers comp
Trust workers, but jump
on phony injuries: Exec

CHICAGO-The first co

your employees. The seco
employees lie or fake in-
juries.

That advice was deliv-

ered to Illinois Chamber
of Commerce members

who participated in a day-
long seminarlast week on
"Workers Compensation:
The Basics" by a man
who should know. He's

Robert Lippincott, re-
gional benefit adminis-
trator for Western Elec-

tric Co. in Chicago.
All too often, says Mr.

Lippincott, employees
are regarded as ma-
lingerers when in reality
less than 3% will actually
try to cheat the employer.

"It's too easy to think
the employee is taking

Continued on page 22

By EILEEN NORRIS

mmandment of employee relasions: Trust
nd commandment: Crack down hard when

dustry average through this man-
datory prior authorization pro-
gram. HML averaged 409 hospital
bed-days per 1,000 members, com-
pared to an 802 bed-day average
compiled by the health insurance
industry, he says.

"While Reagan and Carter were
slugging it out during the cam-
paign, voluntary price controls
went flying out the window," says

Continued on page 23

A county's tale of woe:
It just gets no respect

CHICAGO-This is a story about a hu
claims to get ne respect.

Cook County, a self-insured employer
$3.46 million in workers compensation cl

If a dispute arises over a work comp claim in Illinois, the case ends up at the very
busy Industrial Commission.

ge public bureaucracy that

of 18,0DO, spent more than
aims last year alone on 1,753

reported injuries.
c The county isn't out of
6 the deep yet. It has 1,500
2 active cases pending be-
9 fore the Illinois Industrial
o Commission-the public
2 body charged with settl-
4 ing disputed claims be-

tween employers and
workers.

Some of the claims bor-

der on the unbelievable,

says Steven Klem, ad-
ministrative assistant

with the county's depart-
ment of personnel. Mr.
Klem spoke before 200
persons last week at an Il-
linois Chamber of Com-

merce seminar, "Workers
Compensation: The Ba-
sics." He gave a sampling

Continued on page 22
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Alabama county drops self-insured plan
SHELBY COUNTY in Alabama

has dropped a year-old self-insur-
ance plan for its 25) employees
and switched to 31ue Cross/Blue

Shield for health co·.erage.

County emplc yees, however,
will not have to sh:Ie in the pre-
mium increase, sa.d Dounty chair-
man Thomas Snowden.

The increase will be picked up
by the county, which also paid the
tab when the county was self-in-
sured under a Marketing Manag€-
ment Inc. managemen:

The new insurance golicy will
cost at least $80,060 a year more.

The composite ecst for individ-
ual employees End families is
$146.26 per month under Blue
Cross for hospital, sirgery, majcr

medical, dental and disability cov-
erage.

But keeping.the self-insurance

..

benefit beat

plan with MMI would have cost
even more, Mr. Snowden said.
MR<II said it could not meet Blue

Cross/Blue Shield hospital rates.
The county's employees will

face sligh:ly higher deductible
hospital expenses, $50 under :he
Blue Cross ylan from $35.

As o f March 1, employees fob
Shelby County will also have t.
pay a $25 dental care deductible.

Improved benefits
Workers at the Amax Zinc Cc, in

Sauget, Ill., have won a new denta:
plan and Lension improvements
under a three-year contract with
the Oil, Chemical & Atomic

Woriers L.:al 7-347.

The den:El Flan covers 350 em-
ployees and is underwritten by
Met:opolitan Life Insurance Co. It
will pay al of the cost of exams,

cleanings, X-rays and fluorides,
75% of Co:ts for fillings and oral
surgery and 50% of costs for
crowns, bridges, dentures and
orthodont.c services up to a $750
yer maximum per person and a
lifetime maximum of $3,010.

Employees will pay a $25 de-
due.ible tr basic restorative ser-

vices.

Pension benefits will be raised

to $12.50 perlronth per year of ser-
vice in the first year of the pact,
$1350 the secind year and $14.50

the third year Previous benefits
pard $11.50 per minth for each
year of service.

The ccntract also calls for acci-

dental death and dismemberment

be-iefits to jump to 512,000 from
53.003.

Short term- disability ccver will
increase to $170 from $130 per
week over the :hree years.

Special dental
Bradley Hospital in East Provi-

dence, R.I., has added fully paid
.overage fur endcdontics, inlays,
crowns. space mfintainers, oral
surgery and periodontics to its
dental plan.

rhe added benefi:s are the sec-

or.d par: of a two-s':age dental pro-
gram underwritter by Delta Den-
tal tha. thE hosp-tal added last

April.· Employees are not charged
premiums and benefits are 100%
covered to a maximum of $1,000

per person yearly, the hospital
said.

Basic benefits for exams, fillings

and X-rays carry a $500 per person
yearly maximum.

Profit sharing
General Motors Corp. chairman

RogerB. Smithhassaid GMwould
offer United Auto Worker mem-

bers a profit sharing plan in return

for wage concessions.
Mr. Smith, speaking on the CBS-

TV news program "Face the Na-

tion," said the current negotiations
with Chrysler Corp. over wage
cuts will set the pattern for bar-

gaining with GM and Ford.
Talks between the two auto-

makers and the UAW will begin
once bargaining with Chrysler is
concluded, he said.

Both GM and Ford said last

month they would discuss profit-
sharing plans if the union agreed
to open negotiations on wage cut-
backs (BI, Feb. 16).

Made ant/ benefit changes? Write
Business Insurance, 740 Rush St.,
Chicago, Ill. 60611 or call 312-649-
5430.

Insurers stalk

phony claims
By JOHN MAES

CHICAGO-Inflated property
losses, phony health insurance
claims and arson-for-profit
schemes are still the major com-
mercial insurance frauds, says Ri-

chard Baldwin, regional manager
for the Insurance Crime Preven-

tion Institute.

Though commercial offenses are
j ust a small portion of insurance-
related crime, corporations still
need to beware of the accident

swindles, auto theft rings and
phony auto insurance claims that
make up the bulk of cases the
agency investigates.

Major corporations may feel lit-
tle direct pain from insurance
crime, Mr. Baldwin told Business

Insurance during an Insurance In-
formation Day conference spon-
sored by Aetna Life & Casualty
Co., but fraudulent claims have
cost insurers millions o f dollars in

recent years.

This expense has been passed on
to the policyholders as higher pre-
miums.

Tough investigation, however,
may be turning the tide.

"Before, there seemed to be a lot
of pressure on insurers to settle
claims, but now they're conduct-
ing reasonable investigations,"
said Mr. Baldwin. "They're having
their own people determine cause
and origin of the fire because fire
departments can't keep up with all
the cases."

Inflated property loss claims
also make up a portion of the
institute's 1,000 current active in-
vestigations. Such claims usually
are filed by storeowners and
manufacturing firms when the
company is in "financial straits,"
he said.

Arson-for-profit losses, the most
notorious of insurance fraud, is de-
clining nationwide because insur-

ers are getting tougher in claims
investigation (BI, March 16), Mr.
Baldwin said.

The institute does not investi-

gate workers compensation fraud
unless it dovetails into a casualty
claim. In some cases, a worker will
file a claim with his or her auto in-

surer for an injury actually re-
ceived on the job.
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editorial opinions

Avoid knee jerks...
70 EWARE OF knee-jerk reactions to the
Dcourt of appeals decision in the Carna-
tion captive insurance company case.

The worst reaction we can imagine is
blind entry into the underwriting business
just to defend the captive against attacks
from the Internal Revenue Service.

The path is fraught with more danger
than the traditional first mistake of form-

ing a captive just for tax reasons. -
No one should be surprised at the court's

decision upholding the tax court finding
that the Carnation captive arrangement
didn't constitute insurance for tax pur-
poses.

. Insurance and tax experts have said for
years that the Carnation case would be lost.
And they have questioned the company's
wisdom in fighting the IRS challenge of
what they considered a blatant tax-moti-
vated captive arrangement.

But now that Carnation has lost the first

case testing the IRS position on captives,
we can foresee another rush to bring unre-
lated risks into captive insurers.

The rationale is that bringing unrelated

risks into the captive makes it a bonafide
insurer that can't be attacked by the IRS.
No one is sure what percentage o f business
would have to be unrelated risks to accom-

plish this.

I Anyone considering the bold move of

entering the insurance business with the

corporate captive should reread our Oct.
15; 1979, article on Armco Corp.'s experi-
ence with Bellefonte Insurance Co. Armco

is now building a successful insurance

division, but it required a major corporate

commitment of money and management.

Pooling risks with other companies can
be a beneficial way to spread risk that ap-

pears less risky than becoming an under-
writer of general reinsurance. But pools

can lose money, too.

If the prospect of treating captive trans-
actions as though you were a self-insurer
motivates you to get into the insurance

business, we suggest you get out ofthe cap-
tive business.

The experts haven't been kidding when
they have advised that tax reasons do not
justify forming a captive insurer. +

. . . confusion enough
ATE ALWAYS appreciated the pro-
V V fessed tradition of our judiciary to

limit their comments in decisions to the

bare bones necessary to support their find-
ings.

Too bad Judge Wright o f the 9th Circuit
didn't uphold that tradition when he deliv-
ered his opinion on the Carnation captive
case.

Although not needed to justify the deci-
sion, tacked onto the end ofthe decision is

I an almost o ffhand response to one of argu-
ments in the Carnation Captive tax case.

Carnation, and many other tax experts,

argued that the Internal Revenue Service's
economic family theory behind Revenue
Ruling 77-316 completely ignores the sepa-
rate status of individual but related cor-

porations.

Judge Wright said the appeals court re-
jects that argument.

Now we face more confusion over what

the appeals court meant.
The only ones who will benefit will be

the tax lawyers who will get more business
from clients looking for interpretations of
that comment-and new ways to defend
their captives against IRS attacks.
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letters

Business Insurance welcomes letters from its readers. Please keep Your
comments as brief as possible and we reserve the Tight to edit or shorten
letters for clarity or space. Please send your comments to Letters to the
Editor, Business Insurance, 740 N. Rush St., Chicago, Ill. 60611.

More than just buyers
To the editor: I've hesitated to

writeyou, sincethematterisnotof
majorconcern, butthereisonefea-
ture of Business Insurance which

constantly irritates me (and I imag-
me some others). It is the name of
the regular column entitled "Com-
ings and goings: buyers." To refer
lo risk managers and benefit man-
agers as "buyers" is to ignore the
change in the function, responsi-
bility and status of this job in the
last 25, years. Why don't you
change the name and thereby indi-

cate support of broader movement
to upgrade these functions?

H. Wayne Snider
Professor of insurance and risk

Temple University
Philadelphia, Pa.

• BI welcomes suggestionsfrom its
readers foiT a new flag for our
column. In the meantime, we
assitre you that we know
sophisticated benefit and risk
managers do far more than buy
insurance products and retated
services.

Adding to Fireman's Fund
To the editor: For the record's

sake, I hope you can point out that
Fireman's Fund Insurance Cos. re-

corded a 13% gain in operating in-
come in 1980 to $210 million and
not 10% as was reported in Busi-
ness Insurance March 2 ("'80 earn-

ings decline 2%").

Results like that should have
earned Fireman's Fund a

"winner's" place in your page 1
graphics ahead of Bitco Corp's
12% gain to $16.6 million.

Dan Brigham
News director

Fireman's Fund Insurance Cos.

Who's on first for brokers?
To the editor: In the BI Ticker der and not Marsh & McClennan

article "M&M Leads in Earnings" had the best results in 1980.
(BI, Feb.' 16), I believe the first John A. Bogardus Jr.
paragraph is somewhat mislead- . President and chief executive

ing. officer

Normally, earnings per share Alexander & Alexander

would be considered the principal
indicator for earnings compari-. . The BI Ticker storv compared
sons. On this basis, I believe you net incomes, which showed MaM
will find that Alexander & Alexan- in the lead.

Pools may leak savings
To the editor: Re: "Municipal

pool hopes to cut premiums 25%"
(BI, Feb. 9).

I continue to read with interest

of the structuring of insurance
pools. At a time when property and
casualty insurance companies can
pay up to 70 cents of every insur-
ance dollar in losses and still make

a profit, it seems unusual that
pools can only find 55 cents for the
payment of such losses after the
expenses are paid. This is all the
more unusual when substantial

deductibles such as those

described in your article are also
assumed by the individual mem-

I bers.
It would seem that to be viable,

pools would have to concentrate
on cutting the expense dollar
rather than the dollar available for

the payment of loss.

At a time when the entire prop-
erty and casualty industry has paid
out $1.04 in losses for each $1 taken
in, one might question the ration-
nale of cutting premiums to be
paid to the pool By 25% and cutting
the money available to pay losses
by 31%.

If a pool so structured can do no
better or worse than the property
and casualty insurance business as
a whole, it would appear that they
would be paying out $1.38 for
every dollar taken in. It would take
substantial investment income to

offset such a huge deficit.
Why aren't these pools struc-

tured to save expenses and leave
the loss dollar intact for the protee-
tion of pool members?

Charles A. McAlear

McAlear Associates Inc.

Grand Rapids, Mich.

Which limits apply?
To the editor: Re: "Hospital lia-

bility rates will rise" (BI, Jan. 5).
What limits of liability are applica-
ble to your 1980 rates by insurers?
Those rates listed have little cre-

dence if Michigan Hospital Assn.
Mutual limits are $10 million and
North Carolina Hospital Assn.
Trust limits are $100,000.

If this information is not avail-

able, please advise if the Modern

Healthcare survey is available.
Gary J. Joyal
Assistant vp

Anexco

Boston, Mass.

• The premium-per-bed figures
weTe calculated by Modern
Healthcare by dividing premiums
by number of beds covered. Limits
of insurance were not identified in
the survey·

Consultant omission
To the editor: Your issue

highlighting risk management
consulting (BI, Feb 16) organiza-
tions was good reading, but lacked
completeness: It omitted Tren-
wick Underwriting & Manage-
ment Services, which provides
specialized reinsurance services to

both captive and domestic un-
derwriters.

These services include. under-

writing advice, management and

audits, claims valuation, loss re-
serve/IBNR analysis and imple-
mentation strategy for capitves
and reinsurers.

We operate our management
consulting service with a staff of 10
(six professionals) out of Westport,
Conn.

Mark W. Hinkley
Senior vp

Trenwick, Inc.
Westport, Conn.
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Whyourfounding fathers went
into the insurance business.

100 years ago, our founding fathers
went looking for insurance.

And found that a lot of insurers didn't

even offer the coverage they needed.
Or the premiums they deserved.
As you can see, they considered their

situation to be far from satisfactory.
So they stopped looking for

insurance.

And started their own insurance

company.

Today, that company is Commerce
and Industry And our original philosophy
still exists:

#Insurance should be based on the

needs of the individual, and written
accordingly."

If you feeI the same way, come to

Commerce and Industry
And be glad you weren't looking for

insurance 101 years ago.

Commerce & Industry insurance Co.

The AIG Companies.
Let us take the risks.

For more information, contact Commerce & Industry Insurance Co., Dept. A, 70 Pine St., New York, N.Y. 10270.

1100
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Georgia hotels must post safety signs
ATLANTA-Georgia hotel and

motel operators and apartment

landlords will be required to post
signs listing building safety fea-
tures and lifesaving precautions.

State Fire Safety Commissioner
Johnnie Caldwell has ordered

around the states
signs be posted in hotel and motel
rooms, dormitories and apartment
buildings three stories or taller in-

Charles R. Hall,
Executive Vice President

Financial Guardian, Inc.

is looking forward to seeing you
at the R.I.M.S. Convention

in San Francisco.

You are invited to join him
in the Financial Guardian

hospitality suite. Hilton Plaza.

FInAACIAL
GUARDIAn

CORPORATE HEADQUARTERS
3100 BROADWAY, KANSAS CITY, MO 64111

PHOENIX, AZ • SAN JOSE, CA • CHICAGO, IL
DES MOINES, IA • ATCHISON, KS • DETROIT, MI

ST. JOSEPH, MO • NEW YORK, NY • OMAHA, NE
HOUSTON, TX • WICHITA, KS • ST. LOUIS, MO

LOS ANGELES, CA • SAN FRANCISCO, CA

DENVER, CO • PORTLAND, OR
NEW ORLEANS, LA

THE HAGUE, HOLLAND • PARIS, FRANCE
HAMILTON, BERMUDA

GRAND CAYMAN, BRITISH WEST INDIES

Phone 816-561-8630
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tion plans, fire-safe staircases,

emergency lighting and fire-resis-
tant draperies and bedding.

The placard also must list 18 in-
structions on minimizing inj ury

during a fire.

Fire rating system
LANSING-The Department of

Licensing and Regulation of the
Michigan Insurance Bureau will
conduct a hearing March 31 on a
new fire suppression rating system
proposed by the Insurance Ser-
vices Office.

The system would define levels

of fire suppression capabilities in
commercial buildings for rating
purposes.

Such a system would have sig-
nificant impact on fire insurance

rates throughout Michigan, ISO
said.

Rates to drop
NASHVILLE-Nationwide Mu-

tual Insurance Co. has been given
the green light by Tennessee In-
surance Commissioner John C.

Neff to reduce rates by as much as
25% on several classes of commer-

cial vehicle insurance.

The largest reductions will be for
light local services, private passen-
ger and retail business vehicles.

Other classes include commer-

cial automobiles used for trans-

porting property, light local retail
vehicles making household pick-
ups and deliveries and light local
service trucks or vans in which

carpenters and plumbers drive to
and from a job with their tools.

Private passenger vehicles
owned by businesses are also
slated for rate reductions.

AFIA fined $3,500
ALBANY-The American For-

eign Insurance Association has
been fined $3,500 by the New York
State Insurance Department for
violating disclosure requirements
on assets, liabilities and reserves.

The violations occurred when

AFIA placed advertisments in
various publications without the
financial information required by
the state insurance code, the com-
missioner said.

AFIA, in paying the fine, told the
insurance department the omis-
sion was unintentional.

Judges' pensions
ANNAPOLIS-Maryland's

Court of Appeals has opened the
way for formerjudges who earn in-
come as lawyers to receive state
pensions too.

The appellate court tossed out as
unconstitutional a 1962 statute
that says a judge who "retires and
accepts (a pension) may not en-
gage in the practice of law for com-
pensation."

Judge J. Dudley Digges said the
statute violates the separation of
powers principle because the law
passed by the legislature infringes
on the right of the judiciary to reg-
ulate the practice of law.

Under the ruling, as many as 16
former judges might qualify for
immediate pensions at a cost of
more than $500,000 to the state, the
state Department of Personneles-
timates.

North River fined
TALLAHASSEE-An Ohio in-

surance firm has been fined $2,500
for failure to file rates and a Jack-

sonville dockworker has been ar-

rested in connection with phony
workers compensation claims in
unrelated cases, according to the
Florida Insurance Department.

The fine was assessed. against·.
the North River Insurance Co. for

failing to file rates with the insur-
ance department on 56 liability
policies issued in the state.

Florida law requires that liability
rates be filed with the insurance

department for prior approval. Af-

ter being notified of the violation,
the insurer submitted the required
information, Mr. Gunter's office
said.

Meanwhile, a Jacksonville dock-
worker has been arrested in con-

nection with phony workers com-
pensation claims.

Henry D. Ross, 30, of Jackson-
ville was arrested earlier this

month for allegedly filing some
$9,000 in bogus workers compen-
sation claims, according to the in-
surance department.

Mr. Ross is charged with filing
two fraudulent claims since March

of 1979 and receiving about $9,000
in benefits. He is the second per-
son to be arrested in a month for

suspected work comp fraud, the
insurance department said.

Insurance Commissioner Bill

Gunter also announced formation

of a new unit to coordinate investi-

gations of agents, adjusters and in-
surance companies.

Illness covered
NASHVILLE-A Tennessee

governor's task force on mental
health and retardation has deter-

mined that an illness called "pre-
eclampsia," a high blood pressure
condition among pregnant
women, should be covered as a
pregnancy benefit under em-
ployee hospitalization plans.

The condition was previously
listed under pregnancy benefits
not covered under the Tennessee

Insurance Department rules but
the condition has been shown to

occur commonly among pregnant
women and is dangerous, possibly
fatal, to the health of mother and
child if left untreated.

State Insurance Commissioner

John C. Neff has approved the
change in the insurance depart-
ment rule to allow coverage.

Court to rule

AUSTIN-The Texas Supreme
Court will decide whether a de-

funct elevator company is liable
for paralyzing injuries suffered by
a maintenance man in 1975 while
working on an elevator installed
by the firm 15 years before.

The plaintiff, Theodore Olin
Moeller, filed a $2.3 million suit
against numerous defendants after
an elevator fell on him in a Fort

Worth building while he was work-
ing on it in 1975.

Included were majority stock-
holders of the Hunter-Hayes Ele-
vator Co., which installed the ele-
vator in 1960 but sold out to an-
other firm in 1963.

A Fort Worth judge dismissed
Mr. Moeller's original action be-
cause of a three-year statute of
limitations on suits against dis-
sol*ed companies.

A court of appeals later over-
turned that decision, however, say-
ing that dissolved companies
should purchase liability coverage
for past accidents resulting in law-
suits later on.

Hearing set
NEW YORK-The New York

State Health and Insurance De-

partments have scheduled a hear-
ing March 26 to consider a 14% rate
hike request submitted by Com-
munity Health Plan of Suffolk
County Inc., a staff model Health
Maintenance Organization·.

The HMO is required by state
law to obtain approval before insti-
tuting a rate increase.

The HMO hopes to make the
new rate effective May 1. .
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1
At last, here s an inlormative handbook for making . / .A@*11 f.

 benefit communications mo-e effective!
1 3 1 =

Successfu step-by-step techniques are revealed to ek#,4.Wit

 increase employee inte-est, understandirg, appreciation and 15 .' 51 mnH,e, /

prudent use of oeiefits. il"U"/7.1 4#
 Written by award-whning creative d rector Dennis -\

Hommel, this con=ise manual tells how to evaluate available

 media, select a comrhui cations consillart, plan an effective
creative strategy, determine true costs arc execute mes-

 sages dynam calty!
It also gives tips 07 how to gain management approval

 for an ongoing ccmmunicat,ons budget; aid much more. Elgig r-

Truly a valuable guide for any Benelit Manager.
0, Howle R#MEm».,0.„I,1$20.00, P&H and sales tax included. 30 day money back
-#.Co,·nurue#

b¥ *ri...../1guarantee. D&8 rated·firms may send P.O., others must
 include paymeit. No CDs.

UPG Publications Division, Dept 812, Box 700, Redwood City, CA 94064.
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, OSHA postpones
lead regulation

washington)WASHINGTON-The Occupa-
tional Safety ard Health Adminis
tration has delayed until April 1 its
controversial rule to remove

workers from their jobs if they are
expcsed to certain le,ds of lead.

The final rule was zo go into ef-
feet March 1. 3.it OSHA agreed to
reconsider employer complaints

Under the rule, employers must
lay off with pay worrzers whose
blood lead level equal s or exceeds
60 micrograirs of lead per 100
grams of whole blood. These em
ployees cou_c return -0 their jobs
when their blcod lead level drops
to 40 micrograms

The laid-off workers must con-

tinue to be paid, the OSHA rule
sayf

Whatmakes John Hancodd 
GmupProgramthebestintheworld?

Ask Ded Chvers.
Derek Chilvers, Vice President International Group Department.

Es one ofthe key people responsiblefor thef(rmation and deve:ovment ofIGP.

WHAT SETS IGP APART FROM THE
COMPETITION?

The first thing.you'll notice is our staff
organization. For example, in the Sales and
Service Division, we use an apgroach that's
quite unique in the business. Our staff of
account execut ves, research and support
personnel is organized into teams. This
offers the clients served by each team more
resources to diw from as we'l as continuity
of sen·ice.

This arrangement also allows us to rotate
travel schedules so there's always a team
member in the field to help clients deal with
local Troblems.
YOU MENTION PROBLEMS. HOW
INVOLVED DO YOU GET WITH YOUR
CUENTS' PROBLEMS?

We feel tha. ine of our primery responsi-
bilities is to nelp our clients and their
advisers work together with our Associate
Insurers to rraintain an effective program.
Although problems don't arise often, when
they do we get as involved as necessary
to bring abcut a quick and satisfactory
solution.

Which brirgs me to another point that
separates us from the rest: fiextbil:'6( If a
client asks for something, our people know
that they're to cio everything possible to get

'We hape 371;eople with a lot €regrperience, the
largest staff iii the internatior.al employee
benefts fietd. Naturatty, we can ofer better
and more comprehensive servires. We play a
whole differe,6 kind ofbatt game."

lt done. Even if it's never ieen done before.

And if it's a problem on the local Level, we go
as far up the ladder as necessary with our
Associate Insurer to work it eut. It's under-

stood. We do it automatically every day, no
question.

So, as far as our clients are concerned,
they'd say what really ses us apart is our
people and how they wcrk.
BESIDES THIS FLEXIBILITY IS YOUR STAFF
REALLYANY DIFFERENT?

Definitely.
First, we have more people than anyone

else, wh.ch translates into beter, more
comprehensive service. But more impor-
tant, there isn't another international net-
work that compares mith cur staff in
experience and overall ccmpetence.
WHERE DO YOU GET PEOPLE WITH THIS
KIND OF EXPERIENCE?

Through our own training program. It
allows future account executives to spent
two or three years working with one of our
teams before they assume respensibility for
a client. It's been a very successful program.

Particularly in the field of nternationa
networks we feel experience is important.
Because while our clients are very sophisti -
cated people, the internationt concept js
still relatively young. So they depend on .

"U«ortunate:y, many ·mittir*tionals ju:t
consider up *ont costs. Thgy don't see the
hidden costs q.fa less efticiem program. In tte
end, they couM spend cs mich or more, And
get mne/, tess."

experienced account executives to guide
them through the intricacies )f lia --ew
business.Norjust to service them.
HOW CAN YOU RUN AN ORGANIZATION
LIKE THIS AT A COMPETITIVE COST?

Well, we're not always the cheapest, if
that's what you mear- But at ye:r end, when
you aid up all the money you save by
eliminatng the hidden costs inheren. in a
less efficient program, we feel we've got
everyone beat. Most of the biggest m-ilti-
nationals -and mar.y smaller ones - agree.
If they dicn't, we wouldn't ie handing
their business.

Actua-ly, it's the classic dETerence be-
tweer_ gstting the lowest price and get»ring
the mis-.for your miney.
HOW WOULD YOU SUMMARIZE THE
ADVANTAGES OF IGP?

In two words: our people.
Their experience. Their flecibility. And

their ab :ity to develop and maintain com-
petitive, effective pr.ograms. But -0 see how
true tnis really is, you should talk to them.
Just cal. (617) 421-2348. Then you'll see
what makes]GP the best in the world.

3-1 p dll I
//t*96'ARV2/£€€* Mutual Lile lisurance Company

Boston, Massac,usetts

"People lierceive inmmnce co.1 pa,lies, :End 1
think rightfatty so in many cam. as a punch
ofpeeple itho simply go by the took. If C says
'XYZ', vols say 'XI Z'. We do.i t operat. that
way,it cil:. '

"Internarional Oriup Program" and "ISP' are registered service marks of the John Hanco( k Mutual Life Insuran= 3 Company, Boston, MA 0211; USA.

Employers say layoffs resulting

from the rule would impair plant
operation and production. Busi-
ness groups want a one-year delay
on the rule.

Retirement report
The Employee Benefit Research

Institute has published a new re-
port on the affordability of pro-
posed changes in the U.S. retire-
ment system.

The report discusses public and
private alternatives for additional
retirement income, the experience
of private and public systems in
foreign nations and providing re-

tirement income through advance-
funded systems similar to Social
Security.

Copies of"Retirement Income &

the Economy: Increasing Income
for the Aged" are available for $10
each from the EBRI Education &

Research Fund, Publications Divi-
sion, 1920 N St. NW, Suite 520,
Washington, D.C. 20036 or phone
202-659-0670.

Benefit indexing
Senate Budget Committee chair-

man Pete Domenici (R-N.M.) says
the committee will look at alterna-

tives to the automatic indexing of
federal benefit programs, such as
Social Security, to Consumer
Price Index increases.

One alternative to be considered

is linking federal benefit increases
to national average wage increases
when wage increases are lower
than the rise in the CPI.

The Reagan administration,
however, favors automatic index-
ing of Social Security benefits to
the CPI. The administration will

oppose anything less than 100%
compensation of Social Security
beneficiaries for living-cost in-
creases, says David Stockman,
director of the Office of Manage-
ment and Budget.

Support withheld
Sen. Harrison Williams (D-N.J.)

says he can't support the
President's Commission on Pen-

sion Policy recommendation for a
minimum mandatory pension sys-
tern.

Sen Williams, who led the pas-
sage of the landmark Employee
Retirement Income Security Act
of 1974, said the commission did
not make a convincing case to sup-
port a mandatory system.

The commission recommenda-

tion would require employer con-
tributions of 3% of payroll to pro-
vide immediately vested benefits
to workers over age 25 with at least
one year of service.

Sen. Williams, however, urged
President Reagan and Congress to
consider the final report, noting
that it "brings to lawmakers and
public alike a better understand-
ing of our present situation and
our prospects for the future."

Maritime hearings
The Senate Labor and Human

Resources Committee will con-

duet oversight hearings May 12-13
on the federal Longshore and Har-
bor Workers' Compensation Act.

The act covers more than 1 mil-

lion maritime workers. Employers
say the program's high benefits
and jurisdictional uncertainty
have made the cost of longshore
insurance prohibitive.

The hearings will begin at 9:30
a.m. in Room 4232 in the Dirksen

Senate Office Building. •



Lloyd's sees higher limits
for offshore drilling platforms

HOUSTON-The most expen-
sive offshore oil drilling platform
now insured by Lloyd's of London
has a policy limit of $1 billion, but
Lloyd's chairman Peter Green
says $2 billion limits may not be far
away.

"We recently provided $1 billion
of coverage on a Norwegian oil
platform towed into the North
Sea," Mr. Green told reporters
March 10 in Houston during the
final press conference of his
American Tour.

"It was the biggest insurance
policy ever placed."

While in Houston, however, the
chairman learned of plans by an
unnamed American oil company
to build a rig worth a record $2 bil-
lion.

"Whether that much insurance

capacity is available, I don't
know," he said. "I can only say that
Lloyd's has never failed to find the
needed amount of coverage, pro-
vided the price is right."

Insurance is available on a risk-

to-risk basis, depending on an
item's susceptibility to damage,
who owns it and the amount of the

premium, he said. "Prices are
something the underwriters de-
cided on. You might as well ask

what the price of apples will be in
next year's market."

The point may be reached at
which there is no more insurance

capacity, Mr. Green said. However,
Lloyd's capacity for a single risk
has grown in the past five years to
$1 billion from $300 million, he
pointed out.

"You can never guarantee in a
free market whether one can get
anything," he said. "But there is
nothing like confidence-thinking
you are on to a good risk-to get
underwriters to dig more deeply
into their pockets."

Mr. Green said his American

journey, which lasted three weeks
and took him to New York, Wash-
ington, D.C., Chicago, San Fran-
cisco, Los Angeles, New Orleans
and finally Houston, was a suc-
cessful goodwill tour.

"We met a great many people
and exchanged ideas with them
about where the economy is
headed in the United States and

where Mrs. Thatcher (Prime Minis-
ter Margaret Thatcher) is headed at
home," he said.

"It was a very good exchange of
information."

He hopes interest in Lloyd's was
raised in America, but said he was
not seeking new clients.

"It was not my objective to come
and talk to buyers to find out if
they want business interruption or
hailinsurance," the chairman said.
"I was here on a much more gen-
eral mission."

Lower profits
London insurers and brokers

continue to report reduced profits
in 1980.

The deterioration of U.S. com-

mercial lines contributed to Royal
Insurance Co.'s 9 million pound
loss in pre-tax profit from a 1979
profit of 131.5 million pounds.

"The property business suffered
from an unusual number of large
claims and increased claims fre-

quency," the insurance group an-
nounced. "Both liability and
workers compensation business
made losses."

Underwriting losses totalled 40.4
million pounds in 1980 compared
to losses of 16.5 million pounds in
1979.

Royal earned 146.7 million
pounds in investment income, up
from 133 million pounds earned in
1979.

The Segdwick Group Ltd.

london line
showed a 12% reduction in profits
to 41.6 million pounds from 47.5
million pounds in 1979. Sedgwick
also attributes the drop to "ad-

verse claims experience of under-
writers," strong sterling over a
weak dollar and the solt market
with low insurance rates. .
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AUTO FIRE MARINE

SUBROGATION
BENNETT & BENNETT

Attorneys

Serving over 150 insurance companies. We offer quick, efficient
computerized processing and adjustment of your subrogation
Claims. Carrent status reports-Reasonable contingent fees.

Send for FREE Brochure
Home Office: 769 Northfield Avenue

New Jersey

(201) 325-0033

West Orange, New Jersey 07052
New York Florida

(212) 926-2824 (305) 371-8234
Pennsylvania
(215) 563-2168

Af

Our Flying Fire Engine picks up
where ladders leave off.

The Flying Fire Engine, an incredible invention
from McDonnell Douglas, can whisk trapped
victims safely away from high-rise blazes in
seconds.

Suspended bycable from a helicopter, this
fire and rescue module can turn, circle, move
in any direction under its own power.

While the chopper hovers well
above danger, the SMS (Sus- /
pended Maneuvering System) .i ,-
moves in to dock at a window, FE:
unload firefighters and equip- war

ment, and pluck away trapped il"*t +
victims. Or it can mount an .

I.

exterior water attack using hose :. ./rr,
attached to a standpipe a few
floors below the blaze.

There are as many other uses for the Flying
Fire Engine as there are ways to get into trouble.
This versatile vehicle will combat fires on oil

rigs, ships, bridges-almost anywhere. It can
make otherwise impossible rescues down nar-
row ravines or in remote mountain wilderness.

And aboard the Flying Fire Engine, paramedics
can reach the scenes of accidents

and begin treating victims long
before ground teams could.

To learn more about its fire-

fighting and rescue capabilitiesand
to arrange for a 16mm color film
presentation call (314) 232-3473.
Or write McDonnell Douglas
Astronautics Company, Box 516,
St. Louis, MO 63166.

,>gyong Swe engone
MCDONNELL
DOUGLAS

4
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Former California counsel joins law firm
ANGELE KHACHADOUR has

joined the law firm of Miller &
Daar as attorney in charge of the
firm's San Francisco office. Ms.

Khachadour resigned her position
as chief counsel of the California

Department of Insurance last De-
cember. She has a bachelor of arts

degree from the University of Cali-

fornia at Berkeley and obtained
her law degree from the University

ofCalifornia Hastings Law School.
Other insurer changes:

Howard L. Clark Jr. elected ex-

ecutive vp of Fireman's Fund In-
surance Co. in San Francisco.

Jon E. Fulkerson, former assis-
tant general manager of The Hart-

comings-& goings: industry
ford Insurance Group, named gen-
eral manager of the San Diego re-
gional office, succeeding B.M.
Shephard, who died recently.

Jack E. Hulburd, former execu-
tive vp, named president and chief
operating officer of Unigard Mu-
tual Insurance Co.

James N. Reichgelt named vp of
Fremont Indemnity Co.'s special
risks and services division in Los
Angeles.

Charles H. Roche elected vp-
group contracts in the group insur-

The Board of Directors

of

APPLEBY & STERLING, INC.
Managing General insurance Agency

is pleased to announce
the election of

JOHN T. McLAUGHLIN
As President and 8 Director

A COLDWELL BANKER COMPANY

Self-Analysis
of Your

Self-Funding
Are you

satisfied?

1

4

5

6

G
Genelco, Inc. .
1201 Macklind Avenue I

St. Louis, Missouri 63110 I
(314) 644-3200 

A SUBSIDIARY OF 
Genefal •

American •
LIFE INSURANCE COMPANY 

7

8

2

3

ance department of Prudential In-
surance Co. in Newark: Samuel H.

Havens elected vp.

William M »,*»-
Berry ap- "-wilt,# i
pointed execu- ,/.
tive vp of Armco 
Financial Ser- 1153-0

vices Corp. in ';J
Milwaukee. , C

Stephen J -« 1(Z
Zierak and  F+4Richard T

Elwell named
Berry

assistant vp and
resident secretary, respectively, of
New Hampshire Insurance Group
in Manchester.

Steven D. McCullough named
assistant vp-claims and legal at the
Merchants Insurance Group in
Buffalo; Thomas Ashman ap-
pointed assistant vp of the
company's Western regional oper-
ations. which include Ohio and all

of New York State except Long Is-
land.

Agents/brokers
David M. Santi named head of

Self-funding holds many promises for improving the cost and
delivery of group medical benefits. However, many self-funded
plans are finding some, or all, of these promises not being fulfilled.
By answering the questions below, you will fairly evaluate the
performance of your current plan pinpointing specific strengths
and weaknesses.

Has self-funding significantly reduced the cost of delivering health
benefits to your employees?

Has self-funding provided for more plan flexibility?

Are you enjoying total flexibility from your self-funded banking
arrangement?

Are you getting prompt, fair adjudication of claims?

Are you getting all the administrative support you need, without the
cost of additional, unnecessary services?

Are you getting all the management reports you need-and none
you don't need?

Are you getting too many surprises with unexpected costs?

Does your present self-funded plan successfully blend participcnt
satisfaction with fiscal responsibility to the plan sponsor?
If you answered "no" to any of these questions, we need to talk-
right away.

We have been providing ASO and TPA services to our clients sirce
1973. Every member of our management team hcs spent an en-ire
career in the insurance industry. We can make self-funding work
for you.

Call Dale Skelton at (314) 644-3200 to arrange a discussion or return
the inquiry coupon below.

i Yes, I would like to know more about now Genelco can
Il improve my company's self-funded group medical

plan

Name

Company

Address

City

Phone (Area Code)

State

(Number)

Zip

=...m.l

Marsh & MeLennan Inc.'s Wiscon-

sin operations, including offices in
Milwaukee and Appleton.

Kennen B. Staley named head
of the San Bernardino, Calif., of-
fice of Marsh & McLennan Inc.

Edward C. Shumaker named

president of the newly incorpo-
rated Bayly, Martin & Fay office in
Orange County, Calif.; Erick
Dahlberg named vp-finance.

Nick A. Mascitelli named presi-
dent and chief operating officer at
HL Insurance Services; William
M. Cody ap-
pointed execu-

tive vp. HL In-
surance Ser-

vices is based in , I

Sacramento, Ca-
lif.

Debbie

DeVere ap-

pointed vp of
Saylor & Hill
Co. in Oakland,
Calif.

DeVere

Ian McGregor named supervi-
sor of the newly formed self-insur-
ance department of Corroon &
Black/Sanders & Sullivan in San
Jose.

Jamie W. Zimmerman named

manager of the life and pension de-
partment of Richard N. Goldman
& Co. in San Francisco.

Other suppliers
Michael A. Carey appointed as-

sistant vp of Underwriter's Sal-
vage Co,'s St. Louis operation and
Don MeGrath named manager of
its Boston operations.

Roger C. Bransford promoted to
senior vp and manager of the
Southern division of Meidinger
Inc., based in Atlanta.

James M. Boylan appointed
Northwest regional vp of Spencer
Douglass Insurance Associates, a
San Diego-based surety bonding
firm.

Vp Edward G. Troy named na-
tional sales director of ESIS Inc., a
subsidiary of INA Corp. that pro-
vides risk management services
for self-insureds.

datebook
APRIL 2-3. Occupational Safety & Health
Law Course in New York City, sponsored by
the Practising Law Institute; $265. Practising
Law Institute, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700, ext. 271.

APRIL 5-10. 19th Annual Conference in San

Francisco, sponsored by the Risk & Insurance
Management Society; $395 for full week, $325
for partial week. RIMS, 205 E. 42nd St., New
York, N.Y 10017; 212-557-3221.

APRIL6-7. Employee Health Benefits and In-
surance Plans Directions for the 805 Confer-

ence in San Diego, sponsored by the National
Health Lawyers Assn.; $300 for members, $375
for nonmembers. National Health Lawyers
Assn., 522 21st St. N.W., Suite 120, Washing-
ton, D.C. 20006; 202-393-3050.

APRIL 7-8. How to Improve Your Insurance
Coverage and Reduce Costs Using the Risk
Management hocess Seminar in Las Vegas,
sponsored by International Risk Management
Institute; $435 per person or $375 per person in
two-person team. Also April 21-22 in Chicago,
May 5-6 in Philadelphia and May 19-20 in New

Orleans. International Risk Management In-
stitute Inc., 10300 N. Central Expressway, Dal-
las, Tex. 75231; 214-263-9656.

APRIL 8-9. Wellness in the Workplace: Link-
ing Employee Health and Health Care Costs
Conference in Tuscaloosa, Ala., sponsored by
the University of Alabama; $80. Continuing
Education in Human Services, Box 2967, Uni-
versity of Alabama 35486.205-348-6222.

APRIL 9-10. Eleventh Annual Employee
Benefits Institute in New York City, spon-
sored by the Practising Law Institute; $275
Practising Law Institute, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-5700, ext. 271.

APRIL 10-11. Anatomy of a Personal Injury
Trial in New York City, spon$ored by the
Practising Law Institute; $250. Practising Law
Institute, 810 Seventh Ave., New York, NY.
10019; 212-765-5700, ext. 271.

APRIL 21-24. Third ASIS Telephone Security

Training Course in New Orleans, sponsored
by American Society for Industrial Security;
$415 for members, $490 for nonmembers. Edu-

Richard L. Whynot joins Reli-
ance Risk Management Inc. as ex-
ecutive vp.

Henry Y. Cas-
sel named presi-
dent of Insur-

ance Manage-
ment of Wash- 1

ington Inc., a
member of the

IM family of companies

based in Chevy
Chase, Md. Cassel

Excess/surplus
Lisa Garn Madnick named a vp

of Rhulen Insurance Managers
Ltd., a Canadian affiliate of the
Rhulen Agency Inc. in Monticello,
N.Y.

William D. Piazzi joined Swett
& Crawford/Leslie H. Cook Inc.'s

Chicago o ffice as manager o f prop-
erty business.

Valarie A. Campagna joined
Valle Excess Inc. in Springfield,
N.J., as vp.

Ronald G. Hihn promoted to vp
of Doran Excess Underwriters

Inc., headquartered in Mechanics-

burg, Pa. Elizabeth A. Doran pro-
moted to manager of Dorex Data
Services, a subsidiary.

Reinsurers

Robert Henry Brandon named
senior vp in charge of the Marine
Department at Thomas A. Greene
& Co., a subsidiary ofAlexander &
Alexander. Mr. Brandon currently
is a director o f C.T. Bowring & Co.
and a Lloyd's member.

Gordon Peryam joined Allstate
Insurance Co.'s reinsurance divi-

sion as manager of the new Dallas
branch office, scheduled to open
mid-year. Robert Cass and Robert
Faber have joined the casualty
treaty department in the
Northbrook, Ill., home office. Mr.
Cass will assume the post of rein-
surance underwriting manager
and Mr. Faber will be assistant

reinsurance underwriting man-
ager. I

cation and Seminar Programs Department,
ASIS, 2000 K St. N.W., Suite 651, Washington,
D.C. 20006; 202-331 -7887.

APRIL 23-24. Risk Management Seminar in
Los Angeles, sponsored by The College of In-
surance; $357. Also April 30-May 1 in New
York City. The College of Insurance, 123 Wil-
liam St., New York, N.Y. 10038; 212-962-4111.

APRIL25. Aviation Law Seminar in Newark,
Del., sponsored by the University ofDelaware;
$25. Candice Dalrymple, Division of Continu-
ing Education, University of Delaware, New-
ark, Del. 19711; 302-738-1171.

APRIL 28. Employee Communications, Com-
pensation and Benents Issues in the 803 Sem-
inar in Chicago, sponsored by The Wyatt Co.;
$175. Robert Ellis, The Wyatt Co., Suite 5600,
Sears Tower, Chicago, Ill. 60606; 312-876-1616.

APRIL 30-MAY 1. Libel Litigation in New
York City, sponsored by the Practising Law
Institute, $265. PLI, 810 Seventh Ave., New
York, N.Y. 10019; 212-765-5700, ext. 271.

MAY 6-8. Aviation Risk Management Course
in London, sponsored by Risk Research
Group Ltd., $680. Caroline Atkinson, Risk Re-
search Group Ltd., Bridge House, 181 Queen
Victoria St., London EC4V 4DD; 01-26-2175.

MAY 7-8. First International Political Risk
Management Conference in Washington,
D.C., sponsored by The Wharton Sehoolofthe
University of Pennsylvania; $695 plus $85 reg-
istration, company discounts available. Regis-
tran University Conference Center, 360 Lex-
ington Ave., N.Y., N.Y. 10017,212-953-9022.

MAY 17-20. Offshore Oil Drilling and Insur-
ance Seminar in McAfee, N.J., sponsored by
The College of Insurance; $285 for sponsoring
members, $330 for others. The College of In-
su ranee, 123 William St., N.Y., N.Y. 10038; 212-
962-4111.

JUNE 15. The New Outlook for Hazardous
Waste Management in Washington, D.C.,
sponsored by Booz, Allen & Hamilton; $750.
Karen Smolens, Center for Management Re-
search (Briefing Coordinators), 850 Boylston
St., Chestnut Hill, Mass. 02167; 617-738-5020. •



Baker promotes 2
at headquarters

BAKER INTERNATIONAL

Corp., in moving its corporate in-
surance offices from Orange, Ca-
lif., to Houston, Texas, has named
James E. Goode director of corpo-

rate insurance and James H. Perry
corporate insurance manager. Mr.
Goode, previously asst. treasurer
at Baker, will report to vp and chief
financial officer James T. Dresher.

Before joining Baker, he worked
in the treasury department of Reed
Tool, which merged with Baker in
1975, and has worked in the trea-
sury/banking department of Ten-
neco Inc. He has a bachelor's de-

gree in business from Texas A&M.

Mr. Perry comes to Baker from
Aetna Casualty & Surety Co.
where he was an underwriter for

five years. He is a graduate of Ar-
izona State University and reports
to Mr. Goode. The firm's insurance

department was moved to Texas
because most of Baker's 28 subsi-
diaries and divisions are in the

Gulf Coast area, Mr. Goode said.
The firm's former risk manager-
B. Griffin-is working as a consul-
tant to Baker in the California of-

fice. Mr. Perry's new position may
lead to the risk manager post, Mr.
Goode said.

***

Amax Corp. in Greenwich,
Conn., has named Michael A.
Sweeney to the newly created po-
sition of project supervisor in the
benefits administration depart-
ment. Mr. Sweeney, who reports to
manager of personnel and ac-
counting Ernest Dworschak, pre-
viously worked in the systems/
claims department at Manhattan
Life Insurance Co. At Amax, he
will be responsible for accounting
and administration of benefit

plans through computers. He has a
bachelor's degree from the College
ef Insurance in New York.

***

Mobil Oil Corp. in New York has
named Richard W. Holmes safety
adviser to replace Bill Enderle,
who was promoted to safety man-

ager of Mobil's U.S. marketing
division in Chicago. Mr. Holmes,

who was director of safety and
workers compensation at TWA in
Kansas City, Mo., will report to

Mobil's manager of safety and fire 
protection Richard Petrucco. Mr.

Holmes has a bachelor's degree in
aerospace engineering from the
University of Kansas and a
master's in business administra-

tion from the University of Mis-
souri.

***

Michael P. Kirwan has been

promoted from director of insur-
ance to corporate controller at Del-
aware North Cos. Inc. in Buffalo,

N.Y. He reports to Richard
Stephens, group vp of finance. Mr.
Kirwan is responsible for account-
ing, personnel, tax and insurance
administration. Before joining
Delaware North in 1979 he was

manager of corporate insurance at

Former RIMS

president dies
C. Paul Kipp, 60, manager

of insurance for United
States Gypsum Co. and for-
mer president of the Risk
and Insurance Management
Society, died March 2 after a
long illness.

Mr. Kipp had been em-
ployed at United Gypsum in
the insurance department
since 1949.

He was RIMS president in
1978-79 and also was presi-
dent of the Chicago RIMS
chapter in 1961-62.

comings &
goings: buyers

Quaker Oats Co. in Chicago. Mr.
Kirwan has a bachelor's degree in
business administration from

Canisius College in Buffalo and is
enrolled in graduate studies.

We'd like to report on staff
changes in your risk management
or employee ben€Ats department.
Just drop a note to Mary Ann
Matlock, Business Insurance, 708
Third Ave.,N.Y.,N.Y. 10017 or call
2I2-986-5050.
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Coming Up!
Captives/Offshore
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New York:

708 Third Avenue. N.Y. 10017 (212) 986-5050
Chicago:
740 Rush Street. IL 6C611 (312) 649-5275
Los Angeles:
6404 Wilshire Blvd.. CA 90048 (213) 651-3710

Business Insurance, the national newsweekly of loss
prevention, risk financing and benefit management.

How to get top
protection
on construction

projects

Scottish & York's insurance program for
the construction industry offers several
forms of coverages for both Liability and/
or Property protection. The program
further demonstrates its flexibility by
offering first dollar, deductible, tr . -

partial self-insured retention:·
1" .

Most types of constructio
eligible for Property insura,
our policy extends to cove                                                                                                                                                          ,
transportation of materialS•
your job site and through to,
installation. . I

'=**'.LI

On the Liability side, we offer
protection for bodily injury and
property damage resulting from contract-
ing operations. A wide variety of coverages
are available, including contractual, explosion, collapse and
underground hazards, independent contractors, mobile equipment, even umbrella liability.

For more information on our Construction Industry Liability/Property Insurance Program,
simply contact your nearest Scottish & York regional office. Or ask your agent to get in
touch with us.

Our program is hard to top.

Creative excellence in product development

I..

Scottish EtVork International insurance Group

Home Office

Princeton, NJ 609/924-9696

Regional Offices:
Atlanta, GA 404/325-5800
Englewood, CO 303/779-0055
Glendale, CA 213/956-5737
Princeton, NJ 609/924-9696

Richardson, TX 214/234-1079

Service Offices in major metropolitan areas



Rnancial
Strategies

An INA Series

InBusiness Insurance

Bringing our Until recently, each of the Kellogg Com-
overseas pany's overseas plants obtained property coverage
coverage from their local insurance markets.

rf j back borne. "This left us at the mercy of widely fluctuating
-Kellogg's rates over which we had no control," says Stanley
Stanley King

Aiy@544 King, Kellogg's risk manager. "We determined
that self-insuring through a captive could cut our

2 foreign insurance costs by as much as 25%."
King also decided that the captive operation

£fat.

would require the cooperation of a commercial insurer
with strong loss control expertise. "Our 29 foreign plants
Produce over 750 million pounds of food each year," he
notes, «so the loss of even one facility can have a broad

,& 2 impact on distribution and sales."
After reviewing the self-insurance plan with several

- carriers, Kellogg selected INA. King explains: "INA has
exceptional facilities in every country where we have
plants. And they helped us design a self-insurance pro-

gram that doesn't jeopardize our earnings-per-share performance."
Under the plan, INA reinsures the foreign property coverage back through Kellogg's captive,

and provides excess protection for catastrophic losses which might occur.
"The INA loss control people work closely with our own

engineers to prevent costly shutdowns," says King. "And the 4.*
cost-efficiency of the captive program has improved our finan-
cial performance without reducing the extent of our coverage." 479

Each year, thousands of U.S. citizens are Stopping tbe
sent abroad by the federal government on dollar-drain
cultural or scientific assignments. By statute, on overseas

these individuals are subject to a federally- comp.
mandated workers' compensation program -Wright & Co:s
that is very broad in its provisions. Frank Wright

«The Defense Base Act ( DBA ) requires around-the-clock
comp protection, and the claim limits-where they exist at all-
are very high," explains Frank Wright, chairman and CEO of
Wright & Company, a Washington, D.C.-based broker.

Obtaining this insurance on a project-by-project basis
became a major expense for one government agency: premiums

{
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often ran as high as 20% of a worker's total annual remuneration.
In an effort to bring these costs down, the government agency invited bids from insurance

carriers willing to underwrite all DBA compensation policies. INA International was awarded the
contract, with Wright acting as broker. «In the three years since INA took on the program,"
reports Wright, "premiums have been reduced by 40%." Total savings have amounted to several
million dollars.

Wright attributes this dramatic reduction to INAs international capabilities and administra-
tive expertise. "We've seen enormous amounts of tax dollars saved," says Wright, "and we hope to
make the INA program a prototype for other government agencies."

C Y

Insuring workers' compensation exposures was once very costly for
Sea-Land Service, Inc., the nation's largest container ship operator.

"Each of our four largest marine terminals employs over 400
people," explains Harold C. Krulder, di-
rector of safety engineering for Sea-Land An outside

Industries, the parent company. perspective
"They're involved in vehicle mainte- on in-bouse

nance, warehousing, and longshoring risks.

operations-all of which are classified as -Sea-Land's '.0--.

Harold Krulder
high-risk activities by OSHA."

In order to bring compensation costs down, Sea-Land
launched a self-insurance program three years ago. But this
move meant that Sea-Land would have to conduct its own
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safety inspections, or find an outside company to do so.
"We felt we needed outside inspectors to give us the S «,r c

same level of objective expertise our commercial carrier 4.*1

had provided," recalls Krulder. Bids were requested from
several safety inspection firms.

The contract was ultimately awarded to ESIS, an INA Corporation subsidiary. ESIS' safety
engineers conduct exhaustive quarterly inspections of Sea-Land's primary terminals and file their
recommendations directly with the terminal and Krulder's office.

"Besides helping us meet our own safety standards," he says, «the ESIS people have proved
extremely adept at spotting potential OSHA violations. 16gether, we've brought about a steady
reduction in employee accidents." This fact, coupled with the cash-flow advantages of self-
insuring, has generated substantial economic savings for Sea-Land.

Comments Krulder: "ESIS provides me with an extra set of 'eyes' in the field. And the quality
of their observations has played a large part in the success of our self-insurance program."

Decision-making in business insurance has never been more complex. And the financial
implications have never been greater. Today, devising cost-effective insurance programs requires
knowledge, experience, capacity-and a complete range of products and services. Flexibility and
the willingness to innovate are also essential.

IN Als ability to combine these elements can assist you in developing practical solutions, new
approaches, and better strategies. Consult the professionals. Write directly to John Cox,
President, INA Property-Casualty Group, 1600 Arch Street, Philadelphia, PA 19101 or call
(215) 241-2729.

Tbe resources to do it alt, tbe strategies to do it right. INA
The Professionals
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For the record:
OSHA regulation places 0-/de"* 44> PI',I,-8-,0-

the burden on physicians - 4:5

By John S. Bransford , .4 \

0

0ODAY, THE family physician isregularly practicing part-time oc-
cupational medicine. A recent ap-
praisal made by a national family prac-
tice medical society indicates 80% ofits
members are offering medical services
to local industries.

In late May 1980, OSHA announced
its long-awaited recordkeeping stan-
dard. On Aug. 21, the standard became
permanent and binding on allindustry.

This means there are now at least 437

toxic or hazardous substances which,
by law, require monitoring, tracking,
medical surveillance and recordkeep-
ing. Since much of the material in-
volves medical reactions and examina-

tions, a local family practitioner is
called upon to oversee and become
"medical custodian."

It is not difficult to see that with the

vastly increased and varied parts to the
standard, compliance becomes a com-
plicated matter for the doctor. It is a
simple fact that as workers age, they
become vulnerable to more diseases,
and physicians are more likely to be
held accountable for their work.

The liability is proportionate to theseverity of the problems and it
multiplies with time.

Consider the unclear picture when a
doctor living in one state cares for the
employees of a division of a large cor-
poration domiciled in another state.
The local physician may have been
asked to act as custodian for a plant site
by a national corporate medical direc-
ton However, this does not change the
fact that the local physician is account-
able and responsible for each patient.
At best, the national medical director is

a policysetter for his company. The le-
gal obligations and responsibility be-
long to the local physician.

The recordkeeping standard sur-
vived two early court encounters. The
Louisiana Chemical Manufacturers

Assn. first cha116nged the standard in
the U.S. District Court of Western Lou-

isiana, but lost. An appeal to the 5th
Circuit Court of Appeals was also
turned down and the law went into ef-

feet in mid-September. Some of the
more interesting provisions:

. All records pertaining to medical
exposure and history must be retained
for at least five years. In certain cases of
toxic substance exposure, they must
be kept for 40 years past the
employee's termination date.

 John S. Bransford is

 a Nashville, Tenn.,
- consultant to gov-

- '0 ernment and indus-
IWALA# 1.#-- try on record sys-

tems foT occupa-
tional medicine.

• The physician is responsible for all
medical records including the obvious
omissions or negligence exposures.
The doctor is the agent of the em-
ployer, but only the doctor can be li-
censed by the healing arts board ofthe
state. No company may diagnose or
treat a person. In at least one state, an
appeals court has held the physician is
a free-standing target for suit separate
from the employer.

. Only labora-
tories licensed by Med[screen
the Center for Health Services

Disease Control

may render med-
ical test results ---*---*I.#.*noll....

under some of -- .-I.,I.*.....

the standards. lili

Er,"I.I. N-I

• The physi- Eill„.

cian and the em-

ployer are each
responsible for
knowing the health effects of the 437
substances and the prescribed medical
tests for these substances. In some

standards, there are strict prohibitions
against previously accepted methods
of practice and treatment.

. Both the employer and the physi-
cian must be aware of the specifically
prescribed protective masks, clothing
and gloves provided for the employee.

. The physician must diagnose or
make a health status classification be-

fore the employee can continue to
work at a specific job as it relates to
present health and the exposures.

. The physician must have access to
the measured exposure monitoring of
any controlled toxic substance to
which the employee is exposed.

The physician must furnish themanagement with specific data,
but management should never be pro-
vided with any data relating to an
employee's personal health or habits
unless the doctor considers the

employee's health to be in danger.
The data management needs in-

cludes certification of ability to drive a
truck, forklift or crane to satisfy the re-
quirements of the U.S. Department of
Transportation. Likewise, if the
worker must wear a protective respira-
ton management must be convinced
that wearing the respirator will not in-
duce lung or heart stress. Further, the
type and NIOSH-approved model
must be recorded for the brand of res-

pirator.

. The physician and management
must remember certain formulas con-

tained in any given standard. An exam-
ple: If the exposure to substance "X"
exceeds"Y" micrograms per cubic me-
ter and the whole blood level of sub-

stance " X" in the exposed employees
exceeds " Z," a series of medical exams
must be initiated that can involve up to
three physician opinions. This can re-
sult in a paid 18-month furlough for the

EMP.OVER El"All.

FORHAZAR=-=AL*

employee. Even after that time the
matter can end up in arbitration.

. Both physician and management
are responsible to the employee for full
disclosure concerning teratogens, mu-
tagens and particular hazards of the
substances to which the employee is
exposed. Obviously, the possibility al-
ways exists that a child with birth de-
feet can be born to an exposed male or
female. The spectrum ofthis liability is
nearly unlimited. It is certain the rec-
ords must contain all the data neces-
sary to prove the employer and his
agent physician exercised all due dili-
gence.

The list could go on at great length,
but the general idea is clear. The fact
that health standards have come about

over the past few years is now accented
sharply by the addition of the record-
keeping standard. In terms of measur-
able liability with the new standard,
the absence of a record is damning and
the unskilled creation of a record may
prove worse. Compounding the prob-
lem is the lack of family physician
training on the subject of occupational
diseases.

The Department of Labor's "Interim
Report to Congress on Occupational
Diseases" states: "The limited avail-

ability of medical evidence on work-
related diseases impedes the develop-
ment of health standards. Since physi-
cians are not generally trained to diag-
nose occupational diseases, regulators
must rely largely on epidemiologic re-
search...."

Another problem is local plant man-
agement reluctance to inform the local
physician of the extent of risks, be-
cause finding another doctor may

Keeping detailed medical records
is essential to complying with the
new OSHA ruling for treatment of
industrial patients.

prove impossible.
Most readers are at least somewhat

familiar with past handling of occupa-
tional disease claims. They were a pre-
dictable scenario with management as-
sembling its expert medical witnesses
and the claimant gathering other medi-
cal witnesses of an opposite opinion.
The results were often quite puzzling
to a judge or jury and, in compromise,
low awards were made.

But whether a suit is brought
through state workers compensation
remedies or whether the suit is filed in

court, there can be a strain on corpo-
rate financial health. The reason is that

the standards that exist provide a clear
measurement of the extent to which

the company adhered to the laws. The
health effects are black-and-white and

not subject to serious challenge from a
team o f freshly assembled expert med-
ical witnesses holding contrary opin-
ions.

The government makes the point
that in the past, occupational dis-

ease claims in workers compensation
hearings were rare and difficult to
prove. They further point out that most
victims have chosen the easier, more
lucrative route of obtaining Social Se-
curity disability. However, in recent
months this pattern has shown signs of
changing to negligence suits.

A recent example can be seen in the
action of the California Supreme
Court. They removed the "exclusive
remedy" impediment to some 70,000

Continued on page 19
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Permanent life insurance:
Inhibits the nibbling on retirement plans

By George Mandel

INETY-SIX percent o f all InternalRevenue Service-approved retire-
ment plans could benefit from perma-

nent life insurance funding. Inflation
inhibits adequate personally owned

coverage, and small plans should take

advantage of this need.
These small plans have fewer than

100 employees while 92% of all quali-
fied plans have fewer than 25 partici-
pants.

There are many excellent reasons for

including permanent life insurance in
a qualified retirement plan. I have se-
lected 10 that I believe are the most

important:
. Premiums are tax deductible. The

premium paid by a qualified plan trust

is deductible by the sponsoring corpo-

rate employer.

Conversely, insurance purchased by
an individual with after-tax dollars is

more costly. For example, a policy re-

quiring a $2,000 premium from a non-

participating individual in the 50% tax
bracket.requires earnings of $4,000 to

pay for it. This same individual, as a

participant in a qualified plan, could
request either $2,000 be allocated to his

account to pay for similar coverage or

purchase twice as much coverage for

$4,000.
. Proceeds are exempt from estate

taxes. Generally, life insurance pro-

ceeds are included in the estate of a

decedent whether they are payable to

the executor or beneficiary. However,

life insurance proceeds paid to a bene-
ficiary from a qualified pension trust
are exempt from estate taxation under

Section 2039(c) o fthe Internal Revenue

Code. The life insurance proceeds may
be paid in a lump sum. The estate tax
exemption may be preserved if a bene-

ficiary does not use the 10-year forward

averaging according to the Revenue

Act of 1978. Thus, it is possible to shel-
ter substantial sums of life proceeds
from estate and income taxes on a

long-term basis.
. Proceeds are income tax-free.

Pure death proceeds from life insur-
ance in a qualified plan are income tax-
free when received. Pure death pro-
ceeds, the face amount in excess of the

cash value, are most often the major
portion of the policy, especially in the
early years.

Because death benefits are being

paid, an economic return is being pro-
vided. This income is imputed to the
insured plan participant. The pension

industry refers to this returned income
as PS-58. The name is derived from an

early IRS table published in 1955 (Rev-
enue Ruling 55-747).

-7 George Mandel,
CPA, is a tar part-

3&:68I ner with Seidman &
f Seidman, certified
 public accountants
In//4 of White Plains,

1 NY

NrvT*

While the cash value is taxable in-

come to the beneficiary, the returned
PS-58 deduction will offset the tax.

For example, a participant, age 45,
has a $100,000 trust-owned life insur-
ance policy and, in 10 years, has im-
puted income totaling $8,300. Upon
death at age 55, the policy has an esti-
mated cash value of $20,900 and death
benefit of $79,100, $100,000 minus the
cash value of $20,900. The $79,100 is
tax-free income and the $20,900 cash

value is taxable income offset by the
$8,300 PS-58 accumulation.

Where permanent whole life insur-
ance is used, only the pure term cost of
the death benefit is imputed income.

For example, in one insurance com-pany the total premium is $2,000

for a 40-year-old with a $100,000 death
benefit, but the pure term cost for that
individual is only $442. However, the
cumulative PS-58s are deducted from

the benefit withdrawn from the quali-
fied plan by the retiree, the disabled
employee or in the case of a

participant's death, his beneficiary.
This deduction is available only when

the policy includes cash value from a
permanent life insurance policy. Thus,
term insurance premiums are imputed

income in qualified plans that is never
recaptured.

But beware: Policy death benefits

paid to the pension trust before distri-
bution to a beneficiary may lose the

income tax exemption found in pure
life insurance proceeds.

. The policy is portable. The individ-
ual contract is portable because owner-
ship can change from trustee to indi-
vidual and subsequently, to spouse,
business, a family trust or another pen-
sion trust. At retirement, a policy can

be distributed to the retiree for contin-

uance until old age and death. Another
caution: Transfer of a policy out of a
pension trust may have income and
gift taxes.

. The policies are less expensive.
Qualified plan policies permit the in-

surer to invest reserves on a tax-ex-

empt basis. They are also less expen-
sive than group policies for long-term
employees. These factors make quali-
fied plans a bargain. A similar policy
purchased outside the qualified plan
generally will cost more over the life
expectancy period. The tax-free earn-
ings afforded to insurers, with current
high yields compounded without tax
depletion, lead to a substantial cost re-
duction to the policyholder, especially
with a mutual life insurance company,
because there are no stockholders to

reap the benefits. For example, a 45-
year-old man acquiring a $50,000 pol-
icy outside a qualified plan could accu-
mulate dividends of $11,392, including
7% interest, by age 65.

The same policy, in a qualified plan,
projects a dividend accumulation of
$12,839, including interest. Dividends
from life insurance companies are not
taxable, so tax considerations are not a

factor in this example. However, the

employee will be taxed when the pol-
icy is transferred to him on termination
or retirement.

. The arrangement bypasses double

estates. For many people, one of the
most important objectives in estate
planning is for heirs to receive the in-

herited property intact without settle-
ment costs, forced sale losses and

taxes. A qualified plan is an excellent
device when large blocks of life insur-
ance are payable to a revocable trust.

This trust becomes irrevocable upon

the death of the in-

sured participant,
with the spouse as
an income benefi-

ciary and the chil-

dren or grand-
children the ulti-

mate beneficiaries.

Assuming the death

proceeds ofthe pen-
sion plan are $1 mil-
lion-not uncom-

mon in a well-de-

signed plan-this

4 arrangement by-
passes both a

+ husband's and

wife's estate and ar-

rives intact, estate

tax-exempt, to the

children and grand-
children.

. Premium rate
0 is guaranteed. Par-

ticipants in a plan
with individual con-

tracts are assured of

a guaranteed incep-

tion-age rate, if they

\ \*ANG decide to continue

coverage after re:
tirement. Group in-

surance rates are not guaranteed and

increase annually.

. The policy is affordable into retire-
ment. Because of inflation, increasing

standards of living and costly estate

taxes, few individuals want to surren-

der their life insurance in later years. A

policy acquired at age 35 would be rela-
tively easy to afford. Where dividends

are used to pay premiums, there may
be no additional cost.

ne insurer shows the premium fora 35-year-old man would be $15.86

per$1,000 annually, but the annual pro-
jected dividend at age 65 would be

$22.62 per $1,000, creating a non-taxa-

ble gain. Of course, not all companies

guarantee dividends. Yet it is worth re-

peating that there may be no additional

costs to continue the life insurance. On

the other hand, a term or group policy
converted to a permanent policy at age

65 will cost about $70 per $1,000.
. Personal insurance savings are re-

invested. Those who are sufficiently
covered by qualified permanent life in-
surance may discontinue personal cov-

erage and reinvest the premiums saved

in the tax-deferred voluntary account

within the trust. However, this would

not be recommended if the trust pro-
vided only term insurance.

. There is an additional conversion

option. A permanent life insurance pol-

icy contains an annuity rate guarantee

protecting the sponsoring corporation

from underfunding. This guaranteed
rate is also offered to the investment

funds or the non-insurance portion of

the split-funded plan. However, be-
cause of high interest rates offsetting

the advantage of the lengthening life
expectancy, the annuity rate would de-

cline. m
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Getting complete medical information for the record is vital.

Computers monitor
physicians' records
Continued from page 17

pending cases, which permitted direct
suit o f the employer by employees. The
reasoning o f the court was that the as-
bestos producers had known of the

dangers long before the workers were
so informed.

Industrial expansion in recent years
has moved to the suburbs and rural

areas. Medical specialists do not live
there, as a rule. More often than not, the

plant site medical custodian is a family
doctor assuming the responsibility of
recofdkeeping, workplace toxic sub-
stance monitoring, employee educa-
tion and occupational disease exami-
nations. He is not equipped to perform
these tasks without additional help,
and the risks to the corporations can Ze
enormous.

There are several new and simplifiedcomputer-guided systems that en-

able the family practitioner to produce
excellent records at his own clinic.

These kits provide immediate built-in

audit and guidance that are based upon
the specific exposures each worker has

encountered. The frequency o f exams,

the monitoring data, content of test
protocols and group summaries are all
produced by computer.

The single most important tool of-
fered to both companies and their phy-
sician is information incorporating all
of the known health effects of a toxic

substance in brief form according to
the actual symptoms exhibited by the
worker.

It is impractical for employers to ex-
pect family doctors to return to school
to learn the new occupational skills re.
quired.

Lacking the required education or a
computerized kit, many such doctors

have reluctantly resigned from occu-
pational medicine for industry.

Increasingly, malpractice underwri-

ters have voiced disapproval of the
dual practice.

Many of the larger petrochemical

firms have adopted in-house records
guidance systems for their own em-
ployee physician to use.

Rollins, Burdick, Hunter has been

working on a recordkeeping system
that may soon be offered for risk man-

agers. .
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Inciting mob action
By Peter Downes

THAVE ALWAYS known there is something cathartic about outrage.
lWhenever somebody does something peculiarly witless and the outcome
affects me, the adrenalin starts flowing, spates of invective spurt through
the miasmal atmosphere and everyone within earshot is subjected to a
diatribe concerning the iniquities and idiocies of the perpetrators of the act.

And when the moment has passed, I feel gloriously relaxed: purged, as it
were, of the weight on my mind. Of course, nothing really changed at all.
One day, however, it occurred to me that inciting outrage in others might
actually be constructive. One could, perhaps, make somebody mad enough
to do, out of sheer spite, what one wished to accomplish.

It was not too long before an opportunity arose. An employee went to
work on a press one morning and within 10 minutes, had chopped off some
of her fingers. The accident was reported routinely. In other words, the
usual waffle happened where nobody was quite sure how the accident
occurred, but everybody was quite certain it was nobody's fault. Needless
to say, I ignored all this and conducted my own investigation.

War was declared. Local management seethed and various bodies sent
scathing letters to hordes of people, in fact, to just about everybody except
me. My boss got quite upset about the whole thing and wondered what I had
done now. I suggested he not concern himself, it was just an amphigory. He
wished I would not use language like that. I felt obliged to explain that there
had been a lot of shouting, but nobody had actually said anything.

The immediate outcome of all this was that I was invited to the plant in
question to train some managers and foremen. I was given the whole day to
do the job, but later this was reduced to three hours and finally 45 minutes.

After that training, a curious thing happened. For the next nine months
not a single accident was reported at that plant-not even a finger scratch.
Now this plant had never been a model of virtue, and customarily reported
five or six accidents each month.

Armed with this result, I blandly imagined I would be permitted to do a
similar job for the rest o f the corporation with the wholehearted approval of
management. I was told, however, it was sheer coincidence. There was no
way my talk could have had an effect on events, they continued, so stop
wasting everybody's time.

I was mildly irritated by this attitude, as it appeared to me that talking to
them had gotten results indeed. Nevertheless, if I did it again, there was
always the possibility of adverse side effects, like me getting fired, for
example. It seemed to me, however, there was no need to go to extremes. All
one had to do was to make local management outraged.

At that time, there was an area of the corporation with employees seat-
tered in a number o f locations, that habitually produced claims costs rang-
ing $50,000 to $150,000 annually. It would have been naive to suppose that
one could make all accidents disappear for good, but surely one could make
compensable accidents the exception.

So a couple of us got together, in the teeth of some rather formidable
opposition, and put on mini-seminars that got people good and mad at
bone-headed management, conniving employees, rotten bureaucrats, lousy
politicans and everybody else we could think of. Oddly enough, all this was
directed toward programs promoting sound, safety management. We be-
lieve it had its effect since the accidents in the first year alone were less than
5% o f the average for the previous 10 years.

Management was unimpressed. We were bound to have a good year

sooner or later, I was told, and this must have been it.

The hell it was, I retorted, you have

not had a good year since you started
Peter Downes is business, and that was a long time

manager of insur- ago. In fact, I found myself getting
ance for American increasingly angry as I realized that Trading & Produc- some two-faced, nitwitted twerp was
tion Corp. in Balti- trying to get results from me in the
more. His satire ap- same way I hoped to get them from
peaTs TegulaTIV. others.

Policy ambiguity nixes subrogation rig hts
FEDERAL APPELLATE courtheld that an ambiguity existed in a
builders risk policy and interpreted it
in favor of the policyholder, precluding

the insurer's subrogation rights.
This case arose out of an accident

during construction of the Riverfront
Coliseum in Cincinnati, Ohio. The Col-

iseum Corp. contracted with Paper,
Calmenson & Co. for the structural

steel fabrication and erection. The Col-

iseum Corp. was obligated to obtain
property insurance on behalf of itself

as well as the contractor, subcontrac-
tors and sub-subcontractors.

legal briefs
The Coliseum Corp. acquired a

builders risk policy from American In-
surance Co. Subsequently, Paper sub-
contracted with the L.H. Sowles Co. for

some ofthe construction work. During
construction, a crane operated by a
Sowles employee slipped from its
moorings and damaged the partially
completed coliseum.

American paid for the necessary re-
pairs to the work o f several contractors
and subcontractors. In return. it re-

ceived a subrogation against any per-
son or corporation liable for the loss.
American sued Sowles to recover all

but Sowles' own damages. The trial
court ruled against American.

Sowles contended, on appeal, that its
status as a policyholder under the pol-
icy precluded American from proceed-
ing against it by subrogation. Ameri-
can argued, however, that Sowles' pro-
tection under the policy was limited to
damage to its own property. The court

said the policy was subject to two inter-
pretations, and agreed the one most fa-
vorable to the policyholder, Sowles,
should be adopted. American Insur-

ance Co. us. L.H. Bowles Co., U.S. Court

of Appeals for the 6th Circuit, Aug. 21,
1980 (BI/02/A.-$5).

This abstract was prepared by Cases
Unlimited Inc. Copies Of the entire deci
sion mav be obtained bv sending a
check foT $5 made out to Cases Unlim
ited, Business Insurance, 740 N. Rush

St., Chicago, Ill. 60611. Please list the
number for the opinion.
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info

• Fortune & Co.'s risk manage-
ment services are described in a
free brochure. Write Fortune &

Co., Risk Managers, Box 8643,
Kansas City, Mo. 64114.

• A four-page folder detailing
replacement cost factors for
buildings, machinery and petro-
leum equipment from 1913 to 1981
is available from Industrial Risk

Insurers. For a free copy, write
Communication Department, In-
dustrial Risk Insurers, 85
Woodland St., Hartford, Conn.
06102.

• Earthquake risk analysis and
why trustees and owners should
be concerned about it are included

in a pamphlet from the Group 10
Systems division of Albert C. Mar-
tin & Associates. The pamphlet
outlines steps in an earthquake
analysis program. For a free copy,

L

write Roy C. Van Orden, S.E.,
director, Group 10 Systems, Union
Bank Square, 445 S. Figueroa St.,
Los Angeles, Calif. 99071.

• A booklet summarizing pre-
sentations by insurance industry
leaders at Price Waterhouse's an-
nual insurance seminar focuses

on challenges and issues the in-
dustry will face in th€ 1980s. To ob-
tain a copy, write John L. Mc-
Donough, chairman,Insurance In-
dustry Services Groip, Price Wa-
terhouse & Co., 1 Financial Plazd,
Hartford, Conn. 061C3.

• How important is the insur-
ance industry to the Texas econ-
omy? A new publication, Insur-
ance in the Texas Economy, con-
tains facts and figures on the
industry's economic role in the
state. According to its publisher,
the Insurance Information Insti-

The Saex Group introduces
a new, exclusive program.

Detective
& Patrol
Agencies

ttu
• All Coverages Available

• Any Limits
• Most Competitive Rates
• Immediate Binding
• Top Commissions

• For more inf6rmation

or quotes, contact:

Anne Olsen, Asst. Vice-President

The Saex Group - Underwriting Office:
474 Appleton St.. Holyoke. Mass. 01040

Telephone: (413) 538-8261.

Outside the 413 Area. 1.800-332·3847.

Out of State. 800-628-8906.

Telex. 95·5494. Cable. saex ins·hike.

/

tute, the industry's cor.tritutions
are significant. The 24-page book-
let also has basic informat.on on

property, liability, life and health
insurance in Texas. For a free

copy, write the Texas Insirance
Information Center of the Insur-

ance Information Institute, 1011

Congress, Suite 501, Aus:in, Tex.
78701.

• For the first time, Floridians
can compare current price·s for 37
common hospital services around
the state in a publication by the
State of Florida Hospital Costs
Containment Board. For a free

copy, write Hospital Cost Contain-
ment Board, Larson Building, Tal-
lahassee, Fla. 32301.

• For Better Benefits Manage-
ment is the title of the Interna-

tional Foundation of Employee
Benefit Plans's 28-page bookle:
describing the foundation, its
membership, structure and ser-
vices. For a free copy, write In-
ternational Foundati)n if Em-

ployee Benefit Plans, l E700 W.
Bluemound Road, Box 69, Brook-
field, Wis. 53005.

• A booklet on better. health

and better physical condi:ion has
been published by Blue Cross and

Blue Shield Assns. with the help c f
six experts in medicine, health and
physical fitness from private or-
ganizations, universities and the

federal government. The 32-page
motivational booklet, -which never
uses the word "excercise," de-

bunks the belief that a regular job
that keeps people on their feet
most of the time or pleasant activi-
ties like golf, tennis or bowling ful-
fill all needs for exercise. For a free

copy, write Blue Cross & Blie

Shield Assns., 676 St. Clair, Chi-
cago, Ill. 60611.

. Industrial Risk Insurers has

introduced a 12-page booklet that
discusses that value )f a written

pre-emergency plan for natural,
man-made and energy €mergen-
cies. It describes what to do

before, during and after an emer-
gency and helps industry me-t
new federal regulations for emer-
gency planning. For a fiee copy,
write Communication Depart-
ment, IRI, 85 Woodland St., Hart-
ford, Connecticut 06102.

. The 1981 National E lectrical
Code Handbook is in its second

printing. It contains color-coded
explanations ·and commentary.
The cloth-covered edit:on costs

$19.50; the booklet edition is $8.25.
Write National Fire Protection

Assn., Publication Sales Division,
Batterymarch Park, Quincy, Mass.
02269. •
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Watch your wallets,
scream and shout,
crooks are all about

By LEN STRAZEWSKI

Willie Sutton, a public-spirited bank robber once told
reporters he chose banks as the objectof his career because
"that's where the money is."

If he ever comes out of retirement (or earns a parole),
forget the banks. He is bound to choose insurance for his
comeback. Times seem to be changing for the insurance
business, one ofthe last strongholds of gentlemanly behav-
ior. Cases of criminal, ethical and moral misconduct are
making the business look like an ,
elderly gent ripe for mugging.

More and more often, tales of
white collar crime, phantom poli-
cies, bogus brokers and other
frauds make their way to Busi-
ness Insurance. The "scandal"

beat threatens to become a per-
manent assignment.

Stories about reinsurance from

firms that may not exist, policies
sold without authority and
underwriting done without insur-
ers' approval all seem to say that
insurance is becoming a dirty

Strazewski
business not fit for gentlemen.
And old-fashioned pride of the industry seems to get in the
way of cleaning it up.

Peter Green, chairman of Lloyd's of London and the dean
of insurance gentlemen, disagrees. But he can't help but
acknowledge that the insurance industry is attracting con
men and others looking for a fast, but not clean, profit.

"If you work in an area in which there is a lot o f money
flowing back and forth, there is always the temptation for
someone to try to steal," he told me during his recent tour of
the U.S.

"Wherever there is a lot of money, there is always an
opportunity for the determined crook," he remarked. "If
people are misbehaving, you have to tell them to stop."

New Lloyd's rules regarding underwriting authority and
syndicate disclosure may even clean up the "misbehav-
ing," he said. "Ifyou are in a position to tell people to stop, it
will all happen less."

In light of multimillion dollar losses from underwriting
authority confusion over the Sasse syndicate and others at
Lloyd's, the official response seems a little weak. The insur-
ance industry, as epitomized by Lloyd's, is reknowned for
the way it takes horrible news with a grim smile. You could
chalk it all up to old-fashioned British reserve, too.

But the Sasse loss, which has generated a flood of law-
suits charging all varieties of misconduct, hardly seems like
small change. Though no criminal charges have ever been
filed, $51 million, the latest Sasse loss estimates, may be a
lot of misbehaving.

Recent charges filed in both New York and Los Angeles
courts over unauthorized reinsurance policies issued in the
names of Switzerland General Insurance Co. of New York,
Winterthur Insurance Co. of New York and Northern As-
surance Co. also seem rather extraordinary.

No one knows exactly how many risks may have had
holes in.the reinsurance and no one knows how much rein-
surance premium was paid. But it wasn't small, sources
say.

Calling that "misbehaving" is like saying that they were
all good boys and never meant no harm.

"I'm certain that many of those things (misrepresentation
and phony policies) are against the law," Mr. Green re-
marked. "Still that doesn't seem to stop them from happen-
ing."

Admirable as the calm industry attitude seems, the stiff
upper lip may be hurting rather than helping. An investiga-
tor probing recent reinsurance deals for the U.S. attorney's
office called it "frustrating and just plain stupid."

"Even if you assume that the business has an old-
fashioned style-50 years out o f date-this is not the kind of
thing you can take on yourself. Fraud and white collar rob-
beries are criminal investigations. It's not a job for bus-
inessmen," he said.

When an exposure gets big, insurance experts always
advise getting professional help. When a whole industry is a
target for crime, it's time to call the cops.

Take the advice of an old bank robber. Look for crime in

, the.insurance industry "because that's where the money
is." Then don't be too proud to ask for help.



DES maker seeks

federal product law
Continued from page 3

Industrywide liability "would
result in the taking of the property
of all the named defendants to pay
for harm which may have been
caused by only one of the defen-
dants, or even by one who is not a
party to the lawsuit," the New Jer-
sey appeals court ruled (BI, Feb.
16).

Then one month later a New

York appellate court stunned DES
manufacturers in unanimously
ruling that victims of the cancer-
linked drug can sue drugmakers
who acted in concert to market the

product even though the specific
manufacturer cannot be identified

(BI, March 2).
Legal experts see no end to vary-

ing court decisions on DES manu-
facturers' liability. "The problem
is only going to get worse," said
Victor Schwartz of law firm Cro-

well & Moring. Mr. Schwartz was
recently hired by Eli Lilly to de-
velop a fresh litigation strategy on
DES and other liability issues.

Drug manufacturers, such as
Lilly, traditionally have sought
tort reform at the state level. In re-

sponse to business lobbying, more
than 20 states in the last four years

have passed laws limiting manu-
facturers' exposure to product lia-
bility suits.

But Lilly's Mr. Taylor says un-
less all the states pass the same tort
reform law-an unlikely possibil-
tty-manufacturers still will face
enormous uncertainties in the
courtroom.

Lilly doesn't endorse the Com-
merce Department's model prod-
uct liability bill (BI, Oct. 15, 1979).
However, Mr. Taylor says the pro-
posal, which was introduced in the
last session of Congress by Rep.
John LaFalce (D-N.Y.), is a good
starting point.

A key element of any federal
product liability bill must be a pro-
visionthattheplaintiffmustprove

IRS ruling
limits trade
trust funds
Continued from page 1

One expert says he could under-
stand the IRS's objection if the
trusts were set up to provide bene-
fits only to officers of member
companies. "But the benefits go to
the employees. The objecti6ns just
don't make sense," he says.

The IRS's position that trusts
can be offered by a national trade
association only if participating
employees work in the same geo-
graphic area is a toughening ofear-
lier proposed IRS regulations.

In 1969, IRS proposed that a
trade association could sponsor a
trust as long as the employees
worked in the same industry. Em-
ployees did not have to work in the
same locale.

The 19-69 regulation, however,
was later withdrawn. To now re-

quire employees to work in the
same area as a condition of trade

association sponsorship of 501 (c)
(9) trusts "is tantamount to the In-

ternal Revenue Service enacting
tax legislation," Mr. Hurley says.

Experts say trade association
sponsorship of the trusts was ex-
pected to soar before the IRS regu-
tation. "It is an area of potentially
large growth," says Michael
Vaughn, corporate counsel at Cor-
roon & Black Benefits Inc. in

Nashville.

It was booming because of the
cost savings.

A trust purchases group health,
life and disability coverages from
an insurer to cover employees. .

that a manufacturer made or sold a

product in order for a manufac-
turer to be sued, Mr. Taylor says.

He hopes Congress will consider
a bill this year, as problems mount.

Robert Dickson, national litiga-
tion coordinator for E.R. Squibb,
questions the constitutionality of a
federal product law. In any case, a
bill would not provide retroactive
relief to the 200 suits.

Meanwhile, DES manufac-
turers' legal bills are soaring. E.R.
Squibb, for example, spent
$250,000 recently in successfully
defending one DES case filed in
Philadelphia, he says.

And Squibb alone faces i94
other DES cases. With legal costs

soaring, "no one can buy insur-
ance anymore," Mr. Dickson said..
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Trust your workers but stop phonies
Continued from page 3 employees and said more re-wards "But we found that when we re- welfare investigators make a visit The
you to the cleaners," he says "Ev- should be developed for the boss ward workers and manager. eni "Our ten commandments of em- woman Investigator bought an old
eryone _s responsible for a safe or worker who contribites to for developing a safe work en- ployee benefit policy begins with stove from the guy and asked him
work place ' safety in the workplace vironment, a climate of reduced believing in the worker," Mr Lip- to help her get it in the trunk ofher

He criticized employe-s who "In a lot of places, safety takes a accidents follows " pincott said The company does car Her husband (the other inves-
have productivit/ contests among backseat to productivity," he said At Western Electric, managers that by having the employee write tigator) pretended to have a bad

meet once a week to snare experi- down his or her account of theinci- back himself
ences and talk about accidents dent as soon as they are able "Well, the worker picked up the
that occurred in their area of the stove and moved it four times in'NORTH plant The reward system starts "If we have reason to beheve the and out of the trunk while the

right there, says Mr Lipp_neo-t person might be embellishing the movie camera was grinding away
"The penalties are shared by account of the injury, we mvesti- across the street "

OFTHEBORDER
management " gate and if we find the person lied Western Electric has had good

"The company's position _s that or faked the injuries, we crack success with its tough but fair han-
accidents will not be accepted at down hard," he said dling of employees, adds Mr Lip-
the expense of or cuttmg corners," Western Electric had a case in- pincott Only four employees went

Morris & Mackenzie Is among the largest privately he added volving a worker who was home to the Illinois Industrial Commis-
owned Canadian firms providing insurance Of utmost importance at Wess- on disability when the company mon in 1980 rather than settle with
brokerage, -,sk management, engineering and ern Electric, he said 1: that tte got word that the person wasn't all the employer
benef t cons-Ilting serv,ces on a national basis employee's account of the L-Jury that racked up, Mr Lippincott "Our employees know they'll get

For a zofy of cur brochure "A Unique or accident is accepted and that said a fair shake with us when they're

Concept in Canadian insurance Brokerage" contact the worker believes tnat the com- "The worker had a garage sale so really hurt, and they know we']1 re-

any ot our regional offices pany is concerned about hiso-her we had a male and female team of ward them for safety," he said .

Vancoer Ca gary Toronto

1199 West Hast ngs Suite 306 1901 Ycnge Street 
(604) 685-0191 602-11th Ave SW, (416) 482-7400

(403 265-4270 County gets no respect'
VIontreal 4141 S,erbrooke St W, (514) 937-5755

Continued from page 3 esting Under the work comp act, goes to his or her own physician

6 of some of the count>'s moie infa- we were required to make him sex- There's a tendency to be overcau-
MORRIS & MACKENZIE LIMITED

mous claims ually functional again," he said tious A worker with a simple

V. • A sheriff's deput, assigned so • A chief deputy assessor in the spram might be told to stay homerd
Ch444*iF AH¢ the county Jail was assaulted ar d county died of a heart attack while two weeks "

VANCOUVER • CALGARY • TORONTO • MONTREAL injured by a prisoner The deput>'s attending a White Sox ballgame Cook County also has a safety

-DJLJ
post-concussion syndrome resul- over a weekend "He died of ex- coordinator at each of its working
tedinasexualdysfunctionthatthe citement and we had to pay sites, says Mr Klem "Thatwaywe
employer, by state law, was bound $320,000," says Mr Klem (The get immediate in formation on
to "relieve or cure," says Mr Klem commission awarded death bene- what happened when an accident
"the bills on that case were nter- fits to the worker's widow after she occurs," he said

alleged her husband's attack was Another avenue open to employ-
brought on by stress on the job ) ers, whether they are self-insured

• An employee on temporary to- or not, is outside private investiga-
tal disability, thought to be in a tors, says Mr Klem If an injury

we tell it
body cast, was paid a surprise visit looks suspicious, everyone is
by a team of investigators and aided by an investigation, he saysle.9:"H*SST caught jacking up his car to drain "If the case gets to the Industrial
the radiator, says Mr Klem "His commission, or'the zoo' as we call
award from the commission was lt, the employee will give a descrip-

like it is «= reduced, but he stlll got money " tion of the accident that bears no
resemblence to the actual event,"

... The Industrial Commission be- he said
1 1

*0«*. '432-5' BY LOSS TYPE comes involved in a claim only Even if an employer is insured

ICW'S NEW when the Injured files for an ad- by a reliable carrier, they should. »' BY COST Justment of the workers compen- not rely on that insurer to keep
WORKERS' COMPENSATION #.'... " BY AGE

J sation award received from his or track of accidents claims, he
Act

6E REPORT TO MANAGEMENT her employer If a case is not set- added
tled out of court by the two parties, "Your premium will go up to the

MAKES EVERY .
. I it goes to trail before the commis-:Z 5%2,7-;5 Z••63 ceiling if you allow the insurance

.

OTHER PROGRAM
43

"
.

sion company to handle the case, he
./ ,·

OBSOLETE BECAUSE:
. With 150 work locations warns You've got to remember'4

.

0 throughout Chicago, Cook County that the insurance carrier 15 in
decided some time ago that lt business to make money and can't

C Management receiDes a regular report on how the /4 needed a tight rein on safety and possibly give your claim the atten-
premium dollars are being spent and recapping
Loss prelention actirity. r,ar b

the reporting ofaccidents,says Mr tion it deserves
Klem The county selected certain Another way to control workers

C You know each month who got irijured, how they
got iniured, where they got injured and what the SURife--#---%«-4.293.-/1-

emergency facilites and staffed se- compensation costs, advises Mr

al.£,U• .1 _
lected physicans with whom they Klem, is to keep close tabs on em-

cost ts. You know whether the case is in Litigation __1

already had a good working rela- ployees' medical bills and coordi-or vocateonal rehab. ...0

0 We review each medical and hospital bit/ to make
tionship, he says nation of benefits

"This way we can call and find "If you pay blindly, you're
sure charges are in tine with'medical fee schedules. out the extent of the injury at the crazy," he said "We refuse to pay
Savings last year aueraged 19% on doctor bills and

-_1-zz,183::,FIaf03&=64
-

30% on pharmacy bills. These savings are passed
time the worker lS admitted to the excessive costs We all know how

on through experience rating and dividends.
""

WITH hospital," said Mr Klem "There is doctors are famous for running up

0 We give our Producers and Poticyholders an
..t .., I

./

,Eln.
I .. 0 .'..... T=. '....

*&4. 10/5.
1,1.

COMPLETE a loss of control when an employee those charges "

opportunity to review thetr losses before the 0,1JBO ./ DETAIL

Experience Rat:ng Report is med with the State *. .. 8
#.

Rating Bureau.
./

..¢ Buyers need rate rules
-"l 1* #

1/11..

./The Company with Solutions Continued from page 2 "You're going to get phone calls ". ... ............ I.-
1iO .

INSURANCE
. Mr O'Connor urged the state to . Authority for the insurance

adopt a model bill drawn up by the department to disapprove exces-
.a COMPANY

National Association of Inusrance sive rates only if a formal hearing
Commissioners determines competition to be non-

63:hj OF THE WEST Mglor points of that legislation existent in the market segment1
Member of Western insurance

Holdings Group

are In response to questions from
r • A prohibition agamst unfairly panel members, Mr 0 Connor said

-.* «)*0**tION * discriminatory rates such a law would not amount to

- WORKERS' COMPENSATION• PROPERTY/CASUALTY/
--· 1 • A flat prohibition against prior approval of rates for all lines

PACKAGES • COMMERCIAL A(]TO• UMBRELLA LIABILITY• price-fixing, agreements to adhere of insurance because an increase
--

-

SIMPLIFIED PAKS • BONDS • LIFE to prices and the development of could be denied only after a hear-
recommended retail insurance ing determines that competition
rates by industry trade associa- does not exist "for a particular
tions market during a particular time "

..

---- 4-4&Wmw ,[•]inbrhAId•rial®TriI,mu/Il
Report S-SMES>-DI .' . Filing of personal lines rates In fact, the director said he op-

.gL'
1

\ with the insurance department no poses prior approval Even in

Management  " -1 ., ··· -' 5„ N;*Arr more than 15 days after their effee- workers compensation, insurers
J. q&

=SE ./ '# or.. 39
trve date could compete on price and rates

Commercial rates would be ex- would remain reasonable, he said
&. .

. empt from the fillng requirement, "We can find absolutely no ob-
.. /*111, but Mr O'Connor said he would stacie to competition in workers

learn of unfair rates in noncom- compensation," he told legislators

petitive areas through buyer com- "And there is no reason that insur-
elS.%...... 0. THE WEST plaints ers should not have to compete on

"You're going to hear about it if price the same way the businesses
the market tightens up, ' he said they insure have to "



Continued from page 3
Burke Gumbiner, HML vp-mar-
keting. Hospitals in Southern Cali-
fornia increased charges 40% in a
seven-month period through Jan-
uary, he says.

Hospital rates had been increas-
ing 18% a year, reports Mr. Gum-
biner. HML's parent corporation, a
health maintenance organization,
tracks California hospital bills and

calculates a retail daily rate. ,
This enormous inflationary in-

crease in hospital charges is caus-
ing many insurance companies to
increase rates 50% in Southern

California, says Mr. Gumbiner.
Hospitalization costs account for
about half ofthe total health insur-

ance claims dollar, he says.
By reducing the number of hos-

pital bed-days per policyholder,
HML kept its premium increases
well below those o f other insurers,
according to Mr. Gumbiner.

Although many insurers urge
patients to seek a second opinion
before surgery, HML offers strong
monetary incentives to do so. Pre-
authorized admissions are 100%

covered under an HML policy, but
unauthorized stays are only 80%
paid. Nine out of 10 patients re-
quest prior authorization to avoid
that costly 20% copayment.

If the HML medical director re-

jects a surgery and hospitalization
plan, HML pays for a second phy-
sician to review the case. If the sec-

ond physician agrees the surgery
is needed, it is immediately ap-

proved.

medium-sized groups in Califor-
nia. Most of its policyholders have
25 to 125 participants. HML will

not write coverage on groups of
500 or more employees.

The basic HML plan covers hos-
pitalization at 100% with prior au-
thorization and 80% without prior
authorization up to a $1 million
lifetime maximum. Basic benefits

with no deductible include one

physician exam per year, well
baby care, family counseling and
rehabilitation therapy.

Health tactics slow hikes

If the second opinion concurs
withthejudgmentofHML'smedi-
cal director but the patient still
wants the surgery, the case is re-
ferred to a three-physican panel.

The decision of this panel, which
includes the patient's doctor,
HML's medical director and a

third physician acceptable to both
sides, is binding.

"The medical panel only has
been used once that I can remem-

ber," added Mr. Gumbiner.
The chiefreservation of employ-

ers considering HML's program is
the prior approval mechanism it-
self, admits Mr. Gumbiner. HML
requires the patient's doctor to
submit a plan five days before elec-
tive surgeries and within 48 hours
after an emergency admittal.

"We have a 24-hour answering
service where messages can be left
in case of emergency," notes Mr.
Gumbiner. "These messages
count as prior authorization."

HML's biggest stumbling block

has been policyholders who have
not permitted it to conduct user
training sessions, says Mr. Gum-
biner. Employees at those compa-
nies don't understand how the

prior authorization system works.

"We like to have a half-hour for

our presentation and a half-hour
for questions and answers," ex-
plains Mr. Gumbiner. "The key to
the success of these meetings is
that they have to be held on the
employer's time-not the employ-
ees'." Every participant is given a
prior authorization kit, ID cards
and instructions on how to use the

plan.
Rapid growth and an aggressive

advertising campaign should help
overcome another HML obstacle-

lack of recognition among busi-
ness buyers. "Some people tell us
they want to go with a 'brand-
name' company," says Mr. Gum-
biner. "They say they've never
heard of HML."

Over the past three years, HML
has doubled the size of its claims

department and added a second
medical director. By the end of

1981, the insurer hopes to inaugu-
rate a new automated claims sys-
tem that will speed claims re-
sponse time.

HML specializes in small and

The major medical portion of
the basic plan is subject to a $100
deductible and pays 80% of physi-
cian and outpatient care. Full cov-
erage is extended after each in-

sured individual pays a maximum
of $400 per year. Up to 50 outpa-
tient mental health visits also are

covered. Inpatient mental health

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

care is limited to a maximum of

$10,000 in the most common plan.
Typically, this basic plan would

cost $40 to $50 a month for an indi-
vidual employee and $100 to $150
for a family. The actual cost de-
pends upon the loss experience of
the employment group.

Additional benefits and higher
limits also are available, points out
Mr. Gumbiner. This year, HML
also initiated 100% payment of all
outpatient surgery claims without
prior authorization. This is to en-
courage patients to obtain outpa-
tient treatment whenever possible.

HML plans are· marketed
through independent agents and
brokers. "With rates rising so rap-
idly, brokers are under the gun to
find price-attractive health care al-
ternatives for their clients, or face
losing business to their competi-
tors," notes Mr. Gumbiner. •

New pension service begun
Hicks Franchise Corp. of Fresno,

Calif., has begun franchising a
pension administration service
firm nationally. Hicks Pension
Services has already been awarded
to 22 franchisees in 15 states

stretching from Maine to Hawaii.
Donald L. Jans, president, ex-

pects to add one franchise per year
to a maximum of 350 franchises
nationwide.

Hicks offices currently handle
more than 1,500 different pension
plans for more than 1,200 compa-
nies and is planning to add an addi-
tonal 1,200 plans during 1981. .
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Reducing plans trim bulky health costs
Conhnued from page l monthm 1980, a 42% increase. The cluded them from adding planned change its group contract to a has been deferred indefinitely
programs, pre-admission testing, same employer, who has been self- new benefits to their packages modified premium, but no target Another truck leasing employer
second surgical opinion, ambula- funding group health benefits for Some of those perks left Out in- date for the switch has been set of 20,000 responded that the
tory surgery and home health care about six years, increased family cluded dental and vision care, a The major·ity of self-funded com- nation's financial woes would pre-
are being considered by several of rates by about 18% savings plan improvement, well panies responding to the survey vent it from offering retiree life in-
the self-insured employers, the For the five self-fundec firms baby care and a physical exam pro- said the increase or threat of an in- surance, and sick pay and vacation
survey shows that said they shared the cost of gram crease in health plan costs did not policy improvements

Only seven of the firms said they this year's rate increase with em- One $800 million manufacturing prevent them from adding any Many employers say they con-
are not considering cost contain- ployees, the usual split wa: an 80/ firm is toying with a ccmplete re- new planned benefit changes tinue to be in a holding pattern
ment measures 20 employer/employee ratio A few vamping of its health insurance However, one trucking firm with when it comes to benefit changes

The overall survey results veri- employers said they paid more package A machine tool manufac- 2,000 employees said a hfe insur- because of the tenuous economic
fied earlier reports that healthcare than that, depending on the length turer said it was planning to ance improvement for its workers climate in the country
rates would soar this year (BI, Jan of a workers service with be firm
26) Companies that insure their

All but one o f the 26 self-funded health care weren't hit any less,
firms experienced a health insur- however Seventeen ofthe 19 firms New consulting firm opens
ance claims cost increase at their surveyed reported average rate in-
last annual review, and all but two creases of 26% to 39% Barbara Akk lS founding a man-
of the 19 companies that buy their The smallest employer in the agement consulting business, Bar-
health insurance from an insurer survey, a publishing firm with 520 bara Akk & Associates, in Oak- ( markets
or Blue Cross/Blue Shield saw a workers, had its rates mcr.ased to land, Calif She will specialize in
sizable rise in their rates $40 85 from $35 82 for an individ- teaching client relations, product opened a regional office in Dallas mercial umbrella and excess habil-

Most reported that rates went up ual employee and to $129 23 from development and communica- The new office will provide spe- ity and long haul trucking risks
Jan 1, but some self-insured firms $112 17 for a family plan The em- tions skills to insurance buyers cialized coverages to insurance through Independent insurance
changed their rate structure as far ployer picked up the increases m and vendors Ms Akk, 35, formerly agents and brokers in five states agents and brokers The office ad-
back as July 1980 both categories a staff consultant at EFASCO Risk Texas, Louisiana, Arkansas, Okla- dress is 1221 River Bend Drive,

Self-funded companies, ranging Management Consultants Inc in homa and New Mexico Russsell Dallas, Tex 75247, 214-689-8333
in employee size from 520 to One employer, a consumer prod- Newport Beach, will continue D Hendrickson has been named Specialty Underwriters of
50,770, reported hefty increases in ucts firm with 5,000 workers, said there as an independent contractor Southwest regional vp Texas Inc has opened a Dallas of-
rates, with the average hike about its insurance company did not on selected projects The office insures commercial fice at 2730 Stemmons Freeway,
20% over last year raise rates for the current year property and inland marine, com- # 1005 Tower West

An insurance department super- And a communications firm New consultant
visor of a public utility with 4,500 with 700 employees also reported
employees said that company ex- no increases in group rates from its E W Blanch Co has formed a Alabama city cuts blues
perienced a 19% increase in its msurer new subsidiary, Commercial Risk
monthly health care cost for indi- An overwhelming majority of Services Inc. Blanch says the new Continued j'Tom page 3 A city computer system, which
vidual employees, with the cost those surveyed said they didn't subsidiary W111 provide one-stop with long-term plans to increase will provide the backbone of the
rising to $37 96 this year from plan to revise their beneft plan to shopping for corporations, asso- employee awareness of costs, offer project, is being programmed to
$31 90 in 1980 reduce costs or to lowe= quoted clations and large groups that re- alternatives to in-hospital care, aid claims handling and tracking

The family plan cost for the self- rates Increases quire assistance in planning and track utillzation patterns and influ- Coverage for out-of-hospital care,
funded utility, which has been Only one self-insured employer implementing a risk protection ence providers now unavailable, will be added
self-insured for more than 10 said lt would reduce employee plan Offices are locased at North- About 65 cents of each health "We want to effectively and cost
years, also rose about 19% The benefits and only one firm planned western Financial Center, 7900 care dollar now goes to hospital efficiently use the delivery system
cost of the increase was split 70/30 to increase the workers share of Xerxes Avenue South, Mmneap- care without a loss of quahty of care,"
between the employer and worker, the deductible Of the 19 insured olis, Minn "When you have one budget explained Mr Graham "Dealing
respectively companies surveyed, ] 7 stated item increasing far in excess of dirdetly with providers and em-

One self-insured petroleum re- they would not revise their benefit New offices others, you want to take a closer ployees has long-term potential "
finely saw its health care bill in- plan in attempts to get lower look at utilization and have em- The transition from Blues ad-
crease dramatically this year for quotes on insurer rates Armeo Underwriters Agency ployees handle bills so they feel ministration to self-administration
individual employees The cost But, five insured companies ad- Inc., underwriting manager for the like they're spending their own is being directed by broker John-
rose $85 28 a month from $59 46 a mitted the increase in rates pre- Armco Insurance Group, has money," said Mr Graham son & Higgins, Mr Graham said.
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.onsulting/Executive Search REDUCE EXPENSES
AGENCYfor SALE NATIONAL RISK-BENEFITS

To the Insurance Industry Do your employees smoke?
Ever evaluate cost to your

Assure
Lean, profitable, up to date SALES FORCE MANAGEMENT 1

company? Hold your own stop $400.000 book of personal lines Candidate will be expected to 1
smoking clinic. Order table business Produces $70,000+ We are looking for aggressive, become manager of depart iin annual commissions beforedisplay with one dozen books bright people to join our na ment In one year Company tsUPAUL K DUNKLI on How To Stop Smoking contingencies Prime, North tional sales force national with 3000 employees I Yourself Of

west suburban Chicago loca- Frotected markets are avail- Midwest corporate headquar- 1
AASOC/.47'&<4 ING Send check for $25 00 plus tion Unusually low loss ratios able for the right casualty. ters Business degree preferred $225 handling to Placed in four A+ rated car- life and benefit people With- plus 2 to 10 years experience I 1

One Chase Road EASY RELEASE riers $175.000 cash sate- cut giving up your current in manufacturing employment I
Scarsdale, New York 10583 Box 3024 principals only ui,0 aun. a,fea or insurance management of I Top Quality (914] 725-0773 Richmond, VA 23235 all facets of benefits and risk -

Box 423, BUSINESS INSURANCE employee benefit program of coverages Reply In confidence 
740 Rush St, Chicago, 111 60611 fers an excellent opportunity with details of education, ex

to supplement your income perlence and salary history to
0 1 D I

while using our product to Box 427, BUSINESS INSURANCE
build your business 740 Rush St., Chicago, Ill. 60611

i Employees- 1
0 For further information contact

Property Mgr. ' Sales/Marketing Dept. 1 I
4 .1414

$40-50,000
V I.P. AGENCY

EP.O. Box 536
Leading Fortune 100 corpo- Teaneck, NJ 07666

Let them I
ration situated In Westches- (201) 8374500 RISK

1
1

ter County, NY seeks a Risk MANAGEMENT , 1
EMPLOYEE BENEFITS ground Compensation will range from

Nanagement professional
whose credentials consist ofTexas corporation seeks candidate expe- mid $20 s 10 $4OK+ + Onthese positions COMMERCIAL • Safety i know of your I

nenced In employee benefits functions at Contact Jim Gilbertin Dallas 7-10 yrs RM exp with con-
corporate level Related experience in densed exp in Property Ins UNDERWRITING • Industrial Hygiene 1pensions with actuanal studles/expen- LOUISIANA BROKERAGE programs, both HPR & non- MANAGERS

• Health Care
ence preferred Starting salary in the Two new listings requinng solid casualty HPR oriented, with additional • Employee Benefitsrange of mid $30 s Contact Jim Gilbert in underwnting background and the desire
Dallas for details to enter the agency ranks Desirable ex- responsibilities In the areas Highly skilled productions undrs • Pensions  openings 

perience with leading primary writer and of Casualty & Loss Preven- needed to fill key positions in ex-
HOUSTON AGENCY one who can make proressional presen- tion ins activities CPCU, panding Managing General Agency, ADVANCE/RENEW 1
Leading Houston agency is seeking to tations both verbal and written Salarv to ARM & MBA Finance strong- minimum requirements 5 yrs und YOUR CAREER
expand In two specific areas, marketing $30,000 DOE Contact Jim Gilbert in Oal- ly preferred Additional exp experience, considerable exposure
and Sales They are seeking a strong las for details throughin Risk financing and sophts- to large accounts at company or Representing Select
commercial casualty underwriting back Corporations & Candidates
ground with jumbo account experience, AGENCY SALES MANAGER ticated cash funding methods, MGA level, management/supervisory

Nationally 1
preferably with oil related accounts Fa- This leading and progressive Southeast- Int'I ins programs and Cap. experience des,reable, P/C post I
millanty with Texas markets a real plus on em agency seeks proven sales profes- tives Call or send resume In tions open in Ga, 111, Calif, Wash, Marty Hodes, ARM
this underwnling position They are seek- sional with solid track record in commer- confidence to S D, Ohio Salary negotiable/com-  BUSINESS I
ing to also add one producer m their sales clat products Must be "people oriented mensurate with qualifications At- Call Collect
departmentand are requlring e,ther exist and ready to assume immediate manage- Richard Meyers/Bill Perry
ing agency sales expenence or will con ment responsibilmes Contact Jam Gilbert "A LOGIC Exc:usive" tractive benefit package Equity 1
sider a strong National Accounts back m Dallas Interest potential Opportunity to (212) 599-2662

i_(61 C share in growth of progressive com- 1 INSURANCE 
pany with determined future Send
resume m complete confidence, or METRIC A RECOGNIZED LEADER IN THE RISK MANAGEMENT, Associates, Inc call collect

AGENCY/BROKERAGE FIELD 170 Broadway Paul Sare, J. Gordon Gaines, Inc, 11 E 44th St

New York, N Y 10038 66 S. Miller Rd., Akron, Ohio 44313 New York, NY 10017 1 Classifieds. i
7 (212) 227-8000 1-216-836·9961
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Contmued from page 3 programs run by the Associated a telephone number to call in case line, and we don't want to give him policy for its $7 million to $8 mil-
company was msured for all risks General Contractors and other of theft In Texas, 171 of the 265 a gun " liQn worth of heavy equipment
by The Travelers Insurance Co at groups AGC members participate in the Ray Partain, risk manager for with Marine Office of America
a premium rate of 98 cents per $100 "Theft iS not a problem of any erline prevention program Korf Industries of Charlotte, NC, Corp paying a premium rate of 40
value The policy covered market great magnitude for us," says Sam Whenever possible, Abrams also and former risk manager with Aus- cents per $100
value rather than replacement Stone, risk manager for Henry C puts bars on shop and tool trailer tin Industries ofDallas, says he has Robert Sands of Royal Globe In-
costs, which are often higher due Beck Co, a Dallas-based construe- windows and special locks on the more theft problems now than surance Co in Dallas says insur-
to inflation tion concern "But freak things are doors, Mr Tovar says when he was in Texas ance for heavy equipment comes

"Even if we'd gotten face value, gomg to happen At the beginning "When we are awarded a project Austin didn't have a significant under inland marine, a non-file,
it still would have cost us another of a project in Houston, we rented and set up a yard, we pick the best problem with theft," he says "In Judgment-rated market
$25,000 to $50,000 over insurance a welding machine and left lt location from a security stand- the four years I was there, not one "There are no set rates," he says
to replace the stolen pieces," Mr chained to a trailer along a well point, put up a fence andlights and major plece came up missing " "They will vary depending on the
Parker says "We would not have lighted, well traveled highway and figure out who has keys to the value of equipment, where the
come out well " that little gem disappeared " gate " If there is a concentration of

Organized effort contractor works and what his loss
Not all contractors make out as His company is using more than valuable equipment, guards are experience has been "

well as Parker-Davis And Texas $10 million worth of equipment on provided In North Carolina, however, a Normally, all-risk coverage runs
has earned a reputation as a funnel projects across the Sunbelt, Mr "It has worked for us," he says rented bulldozer was stolen when from 40 cents to $2 per $100 value,
for stolen bulldozers, loaders and Stone says To protect it, Beck car- "One of our people was staying men posing as rental company rep- with deductibles ranging from
backhoes bound for the oil boom rles an all-risk marine floater pol- overnight m a motel and parked resentatives loaded it up and drove $250 to $5,000, Mr Sands says
regions of Mexico, South America icy for owned and rented ma- his rig out front The local police away, he says No one stopped Brooks Patrick of Alexander &
and the Middle East chines, and m special cases will ran a make on its 'icense plate and them because the rental company Alexander in Dallas says the price

In a growing number of cases, put around-the-clock security on a found lt did not match the serial was supposed to pick it up that range is widespread-from 40
the hot goods slip out of the coun- job site numbers They called us, using our day cents to $1 per $100 Someone with
try through the port o f Houston or The Beck pollcy a with Employ- identification number and were "It's quite an organized effort," $3 million worth of equipment
over the 600-mile Texas-Mexico ers of Wausau and costs between told we had changed the plates It Mr Partain says of equipment probably would pay $12,000 to
border 40 cents and $1 per $100 of value, was good to know they could fmd theft "What we found is it'S not $30,000 a year in premiums, with

The state Department of Public he said "The deductible is quite us through the system " somethingthat goes on in the mid- deductibles from $100 to $50,000
Safety recorded 537 thefts m 1980 reasonable and for the premiums Abrams does not insure its dle ofthe night It's an inside Job An underwriter for a large insur-
with total estimated losses of $3 we pay, in comparison to the risk, equipment, Mr Tovar says The You need to guard against equip- ance company in Houston says
million to $11 million The Con- we consider it a bargain " leasing company does ment theft when machmes are left providing coverage for heavy
struction Crime Prevention Ser- Tidewater Constructicn Co of out in the middle of nowhere, but equipment is becoming less and
vice received reports of 728 thefts Houston theft Norfolk, Va, insures its heavy you also have to get involved in less lucrative and is his company's
from members of the Associated equipment under an all-risk floater stopping inside activity by know- loss leader
General Contractors of America Houston has been a hotbed of Policy with St. Paul Fire and Ma- ing whom you're dealing with " "We're really getting squeezed,"
with losses amounting to nearly $3 heavy equipment theft for four or rine, says risk manager Bill Mr Partain would not go into de- he says "Competition is a factor
million five years, Mr Stone says "We Hemingway It covers about $6 tail about his company's insurance and loss experience really bounces

The Associated General Con- weren't that active there until the milhon of land equipment for a or the amount of equipment it op- around But you have to keep writ-
tractors says nearly $500 million last two years Since then, the com- premium rate of 50 cents to 60 erates However, he says insurance ing it if you're going to stay in "
was lost nationwide last year to pany has had an increase in theft cents per $100, with a $2,500 de- is good for a very small company He said his company has re-
heavy equipment thieves But of losses This has not affected our ductible that pools risk, but a heavily expe- stricted underwriting in Houston
all the states, Texas is the biggest rates " "It's a good rate because we have rienced company of any size might because of the heavy losses there
toser and ofall the cities, Houston Dan Tovar, in charge of crime had good experience," Mr be better off self-insuring However, it writes fairly freely in
has the highest incidence rate, an prevention for J D Abrams Co of Hemingway says "Fortunately, Risk manager Dewey Bowers other parts of Texas
AGC spokesman said One insurer El Paso, says his company limits we have not had a great deal stolen can't remember when Fruin-Col- Rates range from $1 to $2 per
has restricted underwriting in theft risks on the $5 million to $25 We lost a couple of compressors, non Corp of St Louis had a malor $100 value on an all-rlsk pollcy, he
Houston million worth of leased equipment but got one back Others I hear equipment theft, and he has been says "We have seen rates increase

The reaction of the Texas build- it operates through an AGC crime about have had dozers or cherry with the company since 1971 in the last two years The people
ing contractors to the thefts varies stoppers program pickers walk away "We have a pretty good rate of paying higher premiums are the

One said the theft problem is "The biggest thing stolen since Tidewater does heavy marine non-theft," Mr Bowers says "De- smaller contractors-those who
only an annoyance, adding his November 1979, when I got here, and nonmarine construction, he pending on where the Job is, it may have less security and get ripped
company has had no major losses was a flatbed trailer," Mr Tovar says It also protects equipment be completely fenced with grid off more often "
in years But another reluctantly says "It was found and returned to through security patterns of sensor hghts installed His company has been turning
confirmed his company lost two us There have been only three "Normally, if we have a concen- in office trailers and hooked up down more risks lately, he says "If
bulldozers valued at $100,000 each other the fts since-a pickup, a tration of equipment, K e'll have a with the police Guards have been we have a contractor come in with

la Buterost have taken steps to cut welder and an air compressor " watchman on," Mr Hemingway used and, when buildings are to- a single item of high theft-loss po-
A computer identification num- says "But that's not really the an- tally enclosed, police dogs may be tential that is left out on the Job site

risk by insuring, tightening secu- ber lS stamped on all their equip- swer because you can't pay some- left to patrol " with little or no security, we may

rity and Joining crime prevention ment and a decal is applied listing one enough to lay his life on the Fruin-Colnon caries an all-risk Just pass it up "

insurance services guide
Continued hom page 2 risk manager in these days of de- another client "
unique," he says layed and disputed claims pay- The megabrokers should also be

The megabroker, by definition, ments A big, international broker an extension of risk management RATES AND CLOSING TIME:

has offices around the world, each may have the international clout rather than an Insurance buyer, he Pubt:shed every Monday Copy inwrittenform in Chicagoofice
specializing in the insurance ch- and expertise to wield quicker added He should be paid for ser- not later than 12 days preceding publication date
mate and law of their respective claims payments, says Mr Sharpe vices by fee rather than commis- Use card rate of $49.00 per column inch with card discounts on
countries, says Mr Pruitt Thus, "Ifthe answer is yes, the mega has sion

size and frequency.international companies can key
into one broker and have his insur- Mail ads to Barbara Toshef, Business Insurance, Insurance Ser-

ance placed for his risks around
the world Insure financial risks vices Ginde, 740 N Rush St, Chicago, IL 60611 Call (312) 649-

5340 for more information.
"We moved on a correspondent

relationship (with American By STACY SHAPIRO loss before 11 happens ACTUARIES PUBLICATIONS

multination industry)," said Mr "British are less numerant as

Pruitt "Risk management has put LONDON-Risk managers risk managers, and I'm not sure it's
greater emphasis on expanding whose companies fear financial such a bad thing," he said "Some- ATWOOD & CO. Books

AGENTS' BIBLE ... HOMEOWNERS
throughout the world " losses must buy insurance before times there's a fallacy in big num- Consulting Actuaries INSURANCE MANUAL AVAILABLE

Thus the megabroker will have spending money on loss preven. ber statistics " Claim Reviews Everything you should know & don't.
an important role in the future tion, says a British risk manager British risk managers, therefore, Reinsurance and Reserve Analysis Valuable expertise and reference

Complete coverages, claims info &
European insurance market, Mr "We know it's hard times," said rely more on insuring a loss They for Captives and Self Insurers

policy comparisons Only $12.95

Sharpe predicts Tony Benson, group risk manager also have a closer rapport with 5000 Ambrose Ave 200pg Order now Money back guar
Los Angeles, CA 90027 Mosaic Publications, Dept 83, P O."He will be super-efficient, use for Arthur Guinness Co Ltd "Our their msurers than Americans do

f213) 661-9260 2219. Cypress, CA 90630
ultra-modern methods and pro- key Job is to protect the corpora- "We've developed more highly a
vide a complete insurance risk tion from a crippling economic face-to-face intimacy with our risk

BUSINESS OPPORTUNITIES
management service with proba_ loss bearers," he said

bly an impersonal touch," Mr "It's our job to strike the eco- British risk managers also are
Sharpe said nomic balances " The biggest buying insurance now to stock up

The brokers must provide a problem a risk manager faces is a policies for the future, says Mr I FORMING A MARINE
broader spectrum of services than cash loss to his company, added Benson "In this soft insurance 1
already is available, he added, in- Mr Benson He must insure market, we're buying for the fu-
cluding loss prevention tech- against that, a step his American ture as well as for the present," he UNDERWRITING SYNDICATE 
niques counterpart might not take, if the said When the marcet hardens,  Inquiries invited from American based insurance compa- "When the mega reports on the loss iS predictable, he stressed at risk managers can go back to their
buyers' insurance and recom- this month's Assn of Insurance insurers and point out how loyal  nies, seeking an opportunity to enter the marine insurance ,
mends maximum risk retention and Risk Managers in Industry they were in competitive times business under capable and experienced management and

and limiting purchased insurance Commerce Conference here. Mr In this competitive insurance I most importantly, a proven track record.
to a minimum for catastrophes to Benson is the chairman of the market, buying inexpensive poll- 1 All replies ansWered and treated in strict confidence. I
comply with legislation, the reac- group cies can simply be cheaper than 1 Please reply to: 1
tion is likely to be favourable," Mr American risk managers depend promoting risk improvement here,
Sharpe explained heavily on statistics to tell them said Mr Benson, and companies 1 Box 430, BUSINESS INSURANCE

A reliable claims service is also a about loss frequency, said Mr approve of the cheapest method of , 740 N. Rush Street, Chicago, 111. 60611 1
good way to attract the European Benson Then they try to control a covering financial loss
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Here's the background
on Raybestos case

NEWARK-Almost 700 Raybestos-Manhattan Inc. workers will
be compensated from a $10 million to $20 million fund for their
asbestos-related injuries.

The out-of-court settlement was announced March 13 by U.S.
District Court Judge Clarkson S. Fisher against asbestos maker
J6hns-Manville Corp., Asbestos Corp. of America, Asbestos Corp.
of Canada, Bell Asbestos Co. of Canada Inc., Cassiar Asbestos Ltd.
of Canada and the Metropolitan Life Insurance Co.

Metropolitan Life was a defendant in the suits because it per-
formed medical studies on asbestos workers during the 1930's, the
results of which, plaintiffs say were witheld from them.

Details of the settlement were sealed by the court, but the
amount is believed to be between $10 million and $20 million. The
figure is based on newspaper reports and interviews with persons
involved in the cases. which were filed in 1975.

Federal judges Fisher, Harold Ackerman, H. Curtis Meanor and
Lawrence Whipple led the efforts to achieve the settlement. The
first of the asbestos suits was to have come to trial Jan. 5.

The settlement calls for two court-appointed special masters to
make awards to individual plaintiffs and report their determina-
tions back to the court by mid-July. Until then, the money for the
settlement will be held in interest-bearing accounts.

One of the special masters, retired Bergen County Superior
Court Judge James I. Toscane said he wasnot told the settlement
figure so it would not influence his determinations.

The sum of the individual awards could exceed or be less than
the settlement figure, said attorneys involved with the case. If that
problem arises, it will be resolved after the masters report.

All defendants contributed to the settlement. The contributiohs
are sealed and are different for each contributor. In most past
asbestos settlements, Johns-Manville, the largest asbestos supplier
in the country, has contributed the largest amount. However,
sources would not confirm if that practice applied in this case.

Plaintiffs include 680 employees of Raybestos' brake lining fac-
tory in Patterson. Most were asbestosis victims and a few had lung
cancer. No mesothelioma victims were involved.

Asbestosis is a disease that impairs breathing ability. Mesothe-
lioma is a cancer of the lining of the chest cavity that is usually
fatal

Few Raybestos claims allege wrongful death. Plaintiffs seek re-
covery for bodily injury, but the majority are not seriously func-
tionally disabled, one attorney said.

Plaintiffs worked at the plant with raw asbestos fibers.

Will negotiating save?
Continued from page 1

manageable, but if the details of
the Raybestos settlement were
known, they could set a precedent
for future settlements, Mr.
Schwartz said.

Negotiated settlements relieve
the court congestion and the delay
that would result if each case had

to be tried one by one, says William
Murphy of Reid, Ochsens 2hlager,
Murphy & Hupp, an Aur:ra, Ill.,
law firm representing 48 Insula-
tions Inc., an asbestos manufac-
turer.

"There's no way these cases
could be settled on a one-by-one
basis," he says.

Settlements like the Raybestos
case could be the only answer to
cutting through the bulk of pend-
ing litigation if a.legisladve solu-
tion to the asbestos problem is not
found, he adds.

Sen. Gary Hart (D-Colo.) and
Rep. Millicent Fenwick (R-N.J.)
have proposed legislative reme-
dies, but Mr. Murphy does not be-
lieve the Reagan administration
will respond.

Widespread settlements will be
more common, predicts Floyd
Knowlton, second vp at The Trav-
elers Insurance Co. "Anything the
courts can do to relieve the back-

log of cases are things other courts
will pick up on."

Robert E. Sweeney a Cleveland
plaintiffs' attorney who advocates
resolving asbestos cases through
arbitration, praised the settlement.
Insurance companies have been
paying more for defense of asbes-
tos suits than in actual indemnifi-
cation to plaintiffs, he contends.

But William Bailey, senior vp at
Commercial Union Ir.surance

Cos., believes quick settiement of
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REGISTRATION I
(202) 659-8274INFORMATION 1

asbestos suits could do more harm,

than good for insurers and defen-
dants.

"Insurers face grave problems if
they attempt to jam asbestos prob-
lems into class actions," he says.

Settlements encourage more per-
sons to file lawsuits, he contends.

If insurers "buy our way out of
lawsuits cheaply in the 1980s, we
will buy our way into a deep hole.
There are not enough dollars in the
insurance industry to pay the ulti-
mate pricetag."

Mr. Bailey recalled a statement
by former Health, Education and
Welfare Secretary Joseph Califano
that as many as 434 million people
might have been exposed to asbes-
tos during World War II. The cost
ofresolving 1 million claims could
run $190 billion, compared to the
property/casualty industry's total
assets of $35 billion, he points out.

"We couldn't generate enough
profit to pick up the cost of asbes-
tos," he said.

Those who have contributed to
asbestos-related health prob-
lems-the tobacco industry and
federal government-should join
the defense of asbestos lawsuits,
advocates Mr. Bailey. At least two
Commercial ,Union policyholders
are suing the tobacco industry (BI,
Sept. 29, 1980 and March 2).

"The more we negotiate, the
more we encourage the plaintiffs'
attorneys," says Frederick
Schauder, vp and chief financial
officer of Raybestos-Manhattan of
Trumbull, Conn. Raybestos was
not named in the suits filed by its
employees, but is a major defen-
dant in other asbestos cases.

Mr. Schauder is "glad" the suits
brought by his firm's employees
are being settled but says, "I don't

think doing a lot of negotiating is
the right answer for the long
term."

Insurers and asbestos defen-

dants have not found the solution,
he says.

The same day the asbestos set-
tlement was revealed, Raybestos-
Manhattan announced that its

1978, 1979 and 1980 financial state-
ments are being qualified by audi-
tors Alexander Grant & Co. The

uncertainty over the firm's ulti-
mate asbestos liability and
whether insurance coverage
would be based on when employ-
ees were expesed to asbestos or
when the injury manifested itself'

cause the qualified audit.
Asbestos firms will be increas-

ingly subject to qualified financial
statements as auditing firms move
to protect themselves from liabil-
ity, predicts Raybestos-Manhattan
risk manager Don Brodasky.

Johns-Manville's 1979 and 1980

financial statements previously
were qualified (BI, March 9).

A spokesman there confirmed
that its primary insurance cov-
erage with The Travelers is nearly
exhausted. The Travelers pro-
vided limits of $500,000 per year
between 1942 and 1976.

Johns-Manville is currently su-
ing Home Indemnity Co. and 26
other excess insurers to determine

if its coverage is based on expo-
sure or manifestation (BI, April 7,
1980).

Raybestos has a similar suit
pending in Illinois against its pri-
mary insurer, Zurich A.G., to en-
force coverage under the exposure
theory.

Although Raybestos originally
believed it had adequate coverage
under the manifestation theory,
Mr. Schauder says if the courts up-
hold the manifestation theory the
company could not obtain addi-
tional insurance.

Raybestos can trace its insur-
ance coverage back to 1945, but
most of its coverage is through pol-
icies issued after 1962. The
company's aggregate limits run to
the "hundreds of millions of dol-

lars," he believes. a

No rehearing
in asbestos case

CINCINNATI-The U.S. Sixth

Circuit Court of Appeals has re-
fused to rehear the INA vs. 48 Insu-
lations Inc. case.

In November, the federal ap-
peals court ruled that insurance
policies in force when workers
handled asbestos are the only
sources of funds to pay current
claims for recently discovered dis-
eases (BI, Nov. 3, 1980).

This is the highest court decision
so far on the issue of exposure ver-
sus manifestation theories for

idemnification for long latent dis-
eases.

INA, which prefers the manifes-
tation theory instead of the expo-
sure theory favored by the court,
has until June 3 to appeal to the
Supreme Court. .

Tax queries withdrawn
Continued from page 1
volved with the requests say they
are likely to be resubmitted, the
failure to obtain a favorable rul-
ing on the partnership issue
means the exchanges probably
will attract little private invest-
ment now.

The promoters of the U.S. insur-
ance exchanges in New York, Illi-
nois and Florida want partnership
treatment, which subjects an in-
vestor to less taxation.

The three rulings were sought by
the New York Insurance Ex-

change, KCC Syndicate Managers
Inc. and Pan Atlantic Group Inc.
All revenue ruling requests were
withdrawn during, the first two
weeks of this month, said Irving
Salem of Kaplan & Drysdale, a
Washington Law firm represent-
ing KCC.

Other revenue ruling requests
were being prepared by backers of
the Illinois Insurance Exchange
and Insurance Exchange of the
Americas, which is based in
Miami.

"By withdrawing (the requests),
we can try again and proceed with
a new administration to get our full
day in court," Mr. Salem said. "We
still have a reasonable shot at ob-

taining some relief."

The first ofthe requests for reve-
nue rulings was made more than a
year ago, and attorneys have had,
numerous discussions with the
IRS since then.

But by the time talks reached
IRS's highest management, the
Carter administrtion appointees
were out of office, Mr, Salem ex-
plained.

"We believe, at this point in the
process, that the position of the
service (IRS) is not altogther favor-
able," said Phillip Adams of Skad-
den, Arps. Slate, Meagher & Flom,
a New York law firm representing
one ofthe interests seeking a reve-
nue ruling.

IRS aides were debating among
themselves whether the

passthrough of income would be
available to the insurance syndi-
cate, said Mr. Adams

Some aides interpreted the sta-
tuatory language to deny
passthrough of income to organi-
zations engaged in the insurance
business, he explained. They con-
tended organizations engaged in
insurance business must be taxed
as corporations.

It will be at least several months
before the IRS would be able to

consider a new revenue ruling re-
quest, Mr. Salem said. .
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T-) URING the past three weeks, property/
155 h 1Jcasualty stocks have come to life and and The Travelers,-the market valuation is parent speed-up on claim payments where

out-performed the market about $12 5 billion None of these numbers possible to lessen the impact of inflation on150
d This levity is the result ofimproved inves- lS particularly large when compared with claim reserves
li tor perceptions about inflation Greater m- the market values of Exxon, Standard of We continue to believe that there are signs22

vestor acceptance of the group can be ex- Ohio and Mobil, which equal $31 billion, $19 of indigestion developing It will be inter-
l

pected if a turnaround of inflation material- billion and $14 billion. respectively esting to see the industry justify its $6 bil-
izes However, the stocks will be affected Final data on 1980 for the companies in hon underwriting loss This malady is sure
throughout 1981 according to how the infla- our universe shows premium volume in the to get worse before it gets better

The Bus,ness insurance industry stock index tion pendelum swings 1980 fourth quarter edged up a paltry 2 5%, The worse is yet to come, and the first and
made its strongest showing in months with a In my last column, I noted that fears of a with half of the companies m our screen second quarter comparisons for 1981 will

stretched-out underwriting cycle could above the average and half below Several confirm this To the extent that these resultsrise of 4.6 points to 174.8 from 170.2. Fifty-five
keep many "profes- major underwriters posted dechnes in com- help to bring about a bottoming of thestocks rose, only seven declined and 10 re-

mained unchanged. Largest increaases were: sional investors" on  mercial premiums during the fourth quar- underwriting cycle sooner rather than later,
U.S. Life Corp., 13%; United Fire & Casualty the sidelines, offering ter This reflects a combination ofrate cuts, bad may be good
Co., 12.3%; MGIC Investment Corp., 12%; an open mvitation to  loss of new busmess and loss of renewals

the "merchant The combined ratio (after pollcyholderPenncorp Financial Inc., 8.3%, and Crum &
Forster, 7.7%. American Bankers Insurance bankers" They under-  dividends) averaged 106 1% for the quarter Financial briefs
Group, down 3.6%, and Chubb Corp., down stand the dynamics of il compared with 99 6% for the same period in

the business (1 e, earn- 1979 Only American International Group,1.7% were the largest declines. The Bl index AIG
rise of 2.71% outpaced the Standard & Poor's ings leverage and divi-  Chubb and Ohio Casualty posted ratios be-
index, up 2.7%, and the Dow Jones Industrials dend growth pros-  low the break-even mark American International Group Inc has
rise of 2%. But it fell behind the New York pects) and thrive on IlllI While the bulk of the swing in the com- purchased 1,895,000 shares of U S Life In-
Stock Exchange, which was up 2.8%. picking off under- / I bined ratio came from deterioration in the surance Co, or 853% of the outstanding

valued situations loss ratio, the expense side of the equation common stock, according to the securities
The price apprecia- -' also is rising This reflects absolute cost and Exchange Commission

tion m many property/ Picoult pressures and the impact on the expense The move touched off rumors on WallBritish Issues casualty issues over ratio of sluggish premium growth When Street of a possible fight for control o f U S
1 Week the past few weeks indicates that both "pro- looking at the companies that posted a su- Life between AIG and Houston-based3/17 Price P/E Div Yield High--Low fessional investors" and "merchant perior underwriting ratio for the year, per- American General Cos , which owns 6 5% ofCompanies pence pence % pence pence bankers" have been playing the stocks At sonal hnes still dominate the ranks while U S Life common stockCommt Union 161 85 1545 96 161-154

this point a chorus of "How Vulnerable I the liability companies have the below-av- AIG says its purchase is for investmentEagle Star 257 89 1571 56 257-243
Gent Accident 324 81 1929 60 324-312 Am" would appear to be appropriate erage performances only and it does not intend to seek represen-

Based on current prices, the 16 property/ Investment income results remain re- tation of U S Life's board of directorsGdn Royal Exch 340 8 9 2143 6 1 340-332
Phoenix 276 8 6 21 43 7 2 276-266 casualty and multiline stocks in our screen, markably strong for the year and were up Although U S Life has outperformed
Royal 382 83 3429 90 382-368 which include most of the companies nor- 20 7% in the quarter The gains are clearly other life insurers, AIG would be hard-
Sun Alliance 808 10 9 45 00 52 810-788 mally monitored by analysts, have a total tied to the expansion of short-term liquid pressed to bring the life insurer's return on
Brokers market value of about $20 5 billion Exclud- instruments and the rise m short-term mter- equity up to AIG's own level, if it acquires

ing the multiline companies-Aetna, est rates U S Life, a secunties analyst saidCE Heath 225 11 0 1387 62 225-215
American General, Connecticut General Cash flows are begmnmg to be squeezed An AIG acquisition of a life insuranceHogg Robinson 101 81 814 81 102-100

and the previous air of complacency lS be- company would also run counter to trendsAlex Howden 112 93 1000 89 112-110

JH Minet 98 122 645 66 98- 97 Myron M Plcoldt ts a up and senior tnsur- ginnmg to give way to unease-a necessary Life insurance companies are generally ex-
Sedg Grp 119 118 714 60 121-118 ance anatyst wtth Oppenhetmer & Co in prerequisite to a bottoming out ofthe unde- panding their activities in the property/cas-
Stenhouse HIdg 80 76 664 8.3 81- 79 New York He is the past president of the rwriting cycle ualty industry, which currently offers
Stew Wrightson 215 105 1714 80 215-212 Assn Of Insurance & Financtal Analysts The decline in cash flows can be attrib- higher returns on equity, the analyst addsWilits Faber 302 134 1614 54 302-297 and a member of the New York Soczetv of uted partly to the slowdown m premium In 1979, AIG made an unsuccessful bid toSource Phil:p OlseWA]an Clifton, Insurance Indus- Secunty Analysts Hts column for Business volume and a rise in paid claims This esca- acquire Los Angeles-based Mission Insur-try Speciallsts Kitcat & Ailken Stockbro-

Insurance appears the fourth Monday of lation in paid losses during 1980 is a com- ance Group Meanwhile the board of direc-kers, London

everv month. bination of economic inflation and an ap- tors of American International Group Inc
declared a 50% common stock dividend

payable May 27 to shareholders of record
May 15 The board also set a 10 cents per

Bl Industry Stock Report share quarterly dividend rate on the new
shares, effectively increasing the quarterly
cash dividend by 20% The increased cashMAR. 17, 1981 3/11/81 THRU 3/17/81 MAR 17, 1981 3/11/81 THRU 3/17/81
dividend is payable on June 19Insurance Cos. Price % Chg P/E $ Div % Yle High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) In each of the past six years, AIG's board-

-Utne Life & Cas Co NYSE 36.75 5 4 5.8 2 32 6.3 36 75 34.38 1,097 3 Bkio Marine & Fire Ins Co OIC 149.25 0.7 16.5 1.03 0 7 149.25 148.50 1.4 has mcreased cash payouts to shareholdersAmerican Bankers Ins Group OTC 6 75 -36 4.5 022 3.3 7.00 6.75 60 6 Travelers Corp NYSE 46.25 36 54 288 62 47 38* 44.38 353 4

through stock dividends or higher cashAmerican Finl Corp Ohio OK 2775 18 57 050 18 27 88* 27.50 21 8 United Fire 6 Cas Co OTC 41.00 12.3 107 100 24 41 00* 36.50 36American Gen Ins Co NYSE 40.75 1 2 6.2 2.00 4 9 41.00* 39.25 210.1 Mited States Pid & Gty Co NYSE 4125 34 5.0 320 7.8 41.25 40.00 254 7 dividends The total effective increase in theAmerican Indty Pinl Corp OfC 1738 -07 67 112 64 17.50 17.38 49 United Sics Life Ins Co OIC 1538 08 62 100 65 15.38 15 25 37 9

cash dividend during that period exceedsAmerican Intl Group Inc OTC 83.25 0 9 11.1 0.50 0.6 83 SO• 80.75 280 8 Uilife Corp NYSE 29.25 13 0 8.2 0.72 2.5 30.25* 26.75 777 1 212%, according to AIG president M RAmerican Natl Ins Co OIC 1350 19 61 068 5.0 13.50 1313 97 9 Washington Natl Corp NYSE 38.00 17 75 162 43 38.00 37.00 59 8
American Sts Life Ins Co OTC 1700 00 58 072 42 17.00 17.00 03 Zenith Natl Ins Corp OTC 15 75 € 8 9.8 0 SO 3.2 15.75 14.75 20 9 GreenbergAneco ins Ltd OTC 450 00 00 0.00 00 4.50 450 58.3

- -

Appalachian Natl Corp OK 213 00 61 0.05 24 213 213 13 REURANCE 00!IANIES AVERA(Z 75 39

Avemco Corp AMEX 9.13 1.4 79 0.50 55 9.13 8 88 7.2 Prudential ReBanks Iowa Inc OTC 27.50 58 46 144 52 2750* 2700 10.0 Agents/BrokersBitco Corp OTC 3700 14 53 216 5.8 37.00 37 00 50

Prudential Remsurance Co reported theCrolina " Ins Co OTC 9.25 2 8 5.9 0.32 3 5 9.50* 9 00 5.2
Alexander & Alexander Sves OTC 35. SO 4.4 11 6Central Natl Pinl Corp OTC 1038 12 38 050 48 10.38 10.25 04 184 5 2 35.50 34.00 173.2

greatest annual earnings in its eight-yearBaldwin & L,ons Inc OK 3125 16 55 0.80 26 3125 30.75 14

aubb Corp OTC 43.75 -17 51 2.68 61 45.13 43.75 155.8 Corroon & Black Corp NYSE 23 50 5.0 10 0 1.76 7 5 23.50 22.38 17 4 history with netincome rising 20 4%to $41 3
Combined Intl Corp NYSE 19 63 61 56 1.60 82 19.63 18.38 166.1 Cr,me E H Coe Inc OTC 13.00 0.0 11.4 0.40 31 13.00 12.88 5.0

Connecticut Gen Ins Corp NYSE 52 75 1.0 6 9 1.76 3 3 52 75* 52.25 382.2
Hall Prank B & Co Inc NYSE 23 63 00 86 160 6.8 24.00 23.50 152 3 million in 1980 from $34 3 million in 1979

Continental Corp NYSE 26.25 5 5 7.0 2.40 9.1 26.25 24.50 379.1 Gross wntten.premium rose 11 6% to $377 7Crawford 6 Co OIC 19.25 0 0 14 7 0.52 2 7 19.25 19.25 14 3 Intigrated ka Inc AMEX 1675 2.3 8.4 0.00 0.0 17.13 16.38 20.2

Jami Fred S & Co Inc NYSE 24 63 3 7 10 6 1 60 6 5 25.00 24.25 64.4 milhon from $338 3 million durmg the same
Crown Life Ins Co OTC 95.50 -0.5 8.0 280 2.9 96.00 93.75 08

Marsh & Milennan Cos Inc NYSE 33.88 -0 7 10.9 2.00 5.9 34.50 33.88 178.0
Crum & Forster NYSE 2963 77 5.5 144 4 9 29.63 27.50 334 0 Plincorp Fincl Inc ASE 6.50 83 5.8 0.16 2.5 6.63 613 200 6 period
E*loyers Cas Co OIC 3250 00 53 120 37 32.50 32.50 90

Reed Stenhouse Cos Ltd OTC 1163 1 1 11.0 0.56 4 8 12.50 1163 87 4 The company's combined ratio, which
Equifal Inc NESE 21.38 4.3 6.8 240 11.2 21.38 20.75 11 2

Group Inc OK 32.13 4 9 10.2 1 12 3 5 32 25* 31.13 868 9
kllins Burdick Hunter Co OK: 22.25 11 10.7 1.24 56 22.25 22.00 95 0 compares premium to loss and operating

expenses, was 97%, due to favorable expen-
First ColorKY Life Ins Co OTC 42.00 6.3 14 4 0.80 1 9 42.00 38.50 84

AGErS/BinKERS AVERAGE 9.1 4.9

Foremost Corp Amer OTC 22 38 41 74 080 36 22 38* 22.00 27 0 ence with two big reinsurance treaties
Great West Ufe Assurn Co OK: 250.00 0 0 10 3 10.00 4 0 250.00 250 00 00 Without the two treaties, the combined ratioHanover Ins Co 0-IC 45 50 1.1 42 072 16 45.75 44.75 31.0 Conglomerates/Holding Cos.
Hartford Steam Boiler Insptn OIC 37 00 28 74 240 65 37.00 36.00 15 4 would have been 105 2%

Amrican Express (Fireant Fd) NYSE 48 00 7.0 9 1 2.00 4.2 48 00* 44.63 897 1 Treaty reinsurance accounted for $266 1Integon Corp NYSE 34.25 0 0 118 0.52 1 5 0.00 0.00 0.0 Anderaon Clayton (Ranger/Pank) NYSE 21 00 -1 2 5 7 1 20 5.7 21 25 20.75 27 8
Jefferson Natl Life Ins Co OK 43 00 0.0 201 0.64 1 5 43.00 43.00 33 Armoo Inc NYSE 40.13 0.5 10.2 1.64 4.1 41.00* 39.00 357 8 million or 705% of the firm's 1980 volume
Kemper Corp OTC 3200 08 49 160 50 32.13 31 88 40 5 City Investing Co. (80,re Ins } NYSE 25 63 2.5 7 0 1 50 5 9 26.13 25.00 651 1 The facultative reinsurance departmentLincoln Natl Corp Ind NYSE 42 75 46 59 300 70 43.25 40.75 130 7 Ca Fint Corp KINA} NYSE 1688 5.5 62 000 00 16.88 15.88 32 1
Mgic Init Corp NYSE 35 00 12 0 96 128 37 35 00* 32.63 747 6 wrote $58 3 mdlion or 15 4% of total volume

Control Data ,Comt. Credit) RSE 66 00 6.9 8 0 0.90 1 4 66.00 60.75 594 6
and the international department contrib-Mission Ins Group Inc NYSE 4238 34 83 100 24 42 38* 4150 42 0 General Re Corp NYSE 6263 -2.9 88 176 2.8 63.88 62.63 112 2ftionwide Corp Ohio OK 2238 17 64 070 31 22 38* 22.00 13 1 na Corp ling. 00. of Ba) NE 42.88 7 2 6.0 2.40 5 6 42.88 39.75 352.0 uted $34 5 million premium or 9 1% of totalNorthwestern Natl Life Ins OTC 27 88 -1 3 62 125 45 28.00 27.88 20 8 ITT ¢Hartford Group) NYSE 31 75 6 3 5.2 2 60 8 2 3175 30 25 2,019 33110 Cas Corp OTC 37.13 0 3 6.2 204 5.5 37.13 36.88 39.0 Fellance Group Inc NmE 71 75 29 57 300 42 71.75 69 50 28 3 volume

Old Rep Intl Corp orc 1675 55 46 092 55 17.00 1613 161 7
Dryden & Co Inc and Gilbraltor Casu-Sears kebuck & 00 (Allstate) NYSE 17 00 0 7 8.9 1 36 8 0 17 50 17 00 2.858 5

Plnehurst Corp OK 6 63 1 9 12.3 0.00 0 0 6.63 6.50 17 1 S & H Co (Bayly Martin & Pay) NYSE 31.88 0 4 14 8 1.00 3 1 32.00 31.63 46 0 alty Co , the firm's excess and surplus linesPreferred Risk Life Ins Co OTC 1863 14 63 064 34 18.63 18.38 05 Teledyne Inc (Argonaut) NYSE 197 25 2 7 8.6 0.00 0 0 200.63 189.13 234 0 subsidiaries, wrote $15 1 million gross pre-Provident Life 6 Acc Ins Co OK 4500 47 66 220 49 45.00 43.00 75 Transamerica Corp Aridental) NVBE 21 13 56 58 128 61 21 13* 20.13 757 2
Republic Natl Life Ins Co OIC 2475 42 14.9 0.70 28 24.75 23.75 25 8

- mium during 1980 The firms's three syndi-Ryan Ins Group Inc OIC 23.50 2.2 93 009 04 23 50* 23.00 10 8 CONGLOIERATESMOLDIN; 005 AVER,GE 7.6 30
cate members on the New York Insurance

St Paul Cos Inc OIC 43.00 5.8 8 2 2.32 5 4 43.00* 40.50 3091

Exchange wrote $3 2 million gross pre-Safeco Corp OTC 36 88 0.3 6 6 2.00 5 4 37.00 36.38 72 6 * Record high/low since Jan 1,198(1
Sri Corp OTC 30.00 2.6 5.0 1.20 40 30.25* 29.50 201 mium
Seibels Bruce Group Inc oyc 19.63 0 0 9.9 0.80 4 1 19.63 19.50, 16 5

System design Altman Information Systems Prudential Reinsurance is a subsidiary ofStatesmm Group Inc OK 5 88 4 4 4.5 0.15 2 6 5 88 5.75 15.0

Newark-based The Prudential Insurance
Illlililllll. Co of America .



That's why he chose The Hartford's Spectrum to protect his business.
If you've ever worked really hard to make your business pace. It offers an option that covers your business
a success, whether it's a sporting goods store or any property to its full replacement value, regardless of
other business, you know how important it is to your inflation or depreciation.
world. And that it's just as important to protect it. If your business means the world to you, let The

That's why The Hartford offers Spectrum business Hartford's Spectrum protect it. Just call an independent
insurance. It provides all the insurance coverages most agent who represents The Hartford and
businesses need, in one complete, cost effective package. ask for a quote. Find

Even as inflation pushes replacement out the best way to

BUSINESS -2:a,wr, costs higher, Spectrum's coverage can keep protect your world. HOME
AUTO
LIFE .B' 4,1 9*

Let us protect your world . THE HARTFORD

t

The Hartford Insurance Group, Hartford, Connecticut 06115.


