G I—3 W g § G-

Entire contents copyright 1985 by
Crain Communications Inc. All rights reserved.

Reporting weekly for corporate risk, employee benefit and financial executives/$1.50 a copy; $52 a year

MARCH 25,1985

.business

Many employers not ready
to battle benefit taxation

By JERRY GEISEL

WASHINGTON-Many benefit managers doubt that their com-
panies will fight to protect the tax-preferred status of employee ben-

efits, according to a new study.

Benefit managers' reaction
to tax proposals

Will actively oppose proposals to tax benefits 31%
Will make contingency plans 23%
Will ignore proposals unless they become law 23%
Will delay implementing new benefit proposals 19%
No opinion 2%
No response 2%

Source: The Wyatt Co.

Just 31% of the
403 benefit manag-
ers surveyed by
The Wyatt Co. said
their companies
plan to lobby ac-
tively against pro-
posals to tax em-
ployee benefits.

Some 23% of the
respondents pre-
dicted their com-
panies would pay
little attention to
proposals to tax
benefits-unless
those proposals are
enacted into law.
However, the same
percentage indi-
cated their com-
panies would de-
velop contingency
plans to alter their

benefit plans if such tax proposals were enacted.

An additional 19% said their companies would delay implementa-
tion of new benefit programs in light of these tax proposals.

These findings, compiled by Wyatt in January and released this
month to Business Insurance, suggest there will be little corporate
resistance if Congress acts on proposals to tax employee benefits. The
findings, which will be published in greater detail later this spring,
also confirm earlier observations that most employers still are reluc-
tant to lobby to protect employee benefits from taxation.

The survey also found that a surprisingly high percentage of ben-

Continued on page 10

update

MGM would get $40 million

in tentative settlement

LAS VEGAS-MGM Grand Hotels
Inc. would receive $40 million under a
"settlement in principle” with most of
the insurers that wrote $170 million in
back-dated liability coverage for a
1980 fire at MGM's Las Vegas hotel, a
source close to the litigation says.

The settlement also includes insur-
ers that wrote liability coverage for
Del E. Webb Corp., a general contrac-
tor who was doing work at the hotel

Continued on next page

Rate hikes won't bolster

insurer profits immediately

By JUDY GREENWALD

The commercial property/casualty insurance indus-
try will look back on 1984 as a watershed year, observ-
ers say.

"For many companies, 1984 was probably the worst
year they've seen since the San Francisco earthquake,
in terms of underwriting losses," says Barbara Stewart,
president of New
York-based consul-
tant Stewart Econom-
ics.

But, 1984 will be re-
membered as the year

125%
Aggregate

120%. combined ratio

115%-

property/casualty un-
derwriters began rais-
ing commercial insur- ——=oOo-
ance rates after years
of unprecedented rate
competition, observ-
ers say, adding that 100% -
the momentum to- 81 82 83 84
ward higher rates has
spilled into 1985.

Industry manage-
ment has finally "bitten the bullet" and decided that to
remain solvent, something must be done about pricing,
notes Frederick V. Hill, principal at New York-based
Derby Securities.

But, company officials and analysts warn that the in-
dustry's recovery will be slow. They predict the impact
of rate increases will not begin to appear on insurers'

bottom lines until late 1985 and that any real improve-
ment will not materialize until at least 1986.

105%1

In the meantime, the industry must still contend with
deteriorating policyholders surplus, under-reserving
and continued underwriting losses, observers say.

And, the industry also has yet to address issues like

Will the industry's™ slide end in '857?

*8/ survey of leading commercial properly/casualty insurers

tort liability and asbestosis, notes Donald R. Frahm,
president of property/casualty operations at the Hart-
ford Insurance Group in Hartford, Conn.

"There's a lot of potential problems out there," he
says. But, he says of 1984, "I'm glad it's over."

Most insurance executives probably would agree. Ac-
cording to Business Insurance's survey of 28 leading
commercial property/casualty underwriters:

- Underwriting
losses at the surveyed
insurers rose 62.3%
during 1984. But, this

was an improvement

Aggregate aftertax over both the 71.9%

§4 - Opirifi:g increase in under-
- - writing losses during
the first nine months
of 1984 (BIl, Nov. 26,
1984), and the 114.8%

rise in underwriting
losses during the first

81 82 83 84 half of the year. That

could be an indication
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that rate increases are
beginning to be re-
flected in insurers' results.

« The combined ratio for the companies tracked by
Bl continued to climb to 122.1% for all of 1984, com-
pared with a 120.4% combined ratio for the first nine
months, as the industry continued to be hit by a big
increase in incurred losses. The surveyed insurers'
combined ratio at the end of 1983 stood at 114.7%.

* Pretax investment income rose 7.6% for the year,
compared with an increase of 7.1% during the first
three quarters. Companies continued in the fourth
quarter to switch their investments from tax-free mu-
nicipal bonds to higher-yielding taxable securities, be-
Continued on page 26

Irish government takes control of insurer

By STACY SHAPIRO

DUBLIN, Ireland-Insurance Corp. of Ire-
land, which was taken over by the Irish gov-
ernment earlier this month, will continue to
pay claims and write new business, including
North American risks, according to its new
administrator.

The Irish government, which assumed
control of Ireland's second-largest insurer
from Allied Irish Banks Inc., will guarantee
that policyholders' claims will be promptly
paid, even though an official at Allied Irish
Banks says the insurer's capital and surplus
has been depleted.

"There will be no moratorium™”™ on claims
payments or underwriting as there often is
when a U.S. insurance company is taken
over by a state, said a spokesman for William
McCann of accountant Craig Gardner &
Co./Price Waterhouse in Dublin, which the
Irish government has appointed to adminis-

ter ICI's affairs.

AFL.CIO voices questions
about Wellington agreement

Page 2
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The spokesman would not speculate on
what triggered ICI's problems, pending a re-
port now being prepared by the auditors.
That report will not be released for at least
six weeks.

However, Neil Dean, group internal audi-
tor for Allied Irish Banks in Dublin, says
ICI's problems may have been caused by
under-reserving in previous years.

ICI wrote gross property/casualty premi-
ums of 389 million Irish pounds ($361.8 mil-
lion) in 1983, the last year for which figures
are available. An official at Allied Irish
Banks said ICI wrote about $100 miillion in
premium for North American risks, includ-
ing both direct property/casualty coverages
and facultative and treaty reinsurance.

The spokesman for Mr. McCann said ICI
would continue to write North American
business under the new ownership, though
he noted that ICl's previous management had

decided to reduce its U.S. activities earlier

this year.

NAIB asks state regulators
to delay approval of CGL forms

At that time, ICI management said it would
"drastically reduce" the amount of North
American business underwritten from ICl's
London office because of poor results.

Also, ICI announced earlier this year that
it would close its U.S. branch located in Chi-
cago because of the federal prohibition
against bank ownership of insurers. The U.S.
branch wrote $5.2 million in gross premiums
in 1983 and $1.3 million net.

The manager of the ICI Chicago office,
William D. Fleming, was traveling last week
and could not be reached for comment.

The Irish government announced March
15 that it had acquired JCI from the Allied
Irish Banks "for a nominal sum. .to ensure
the continuation of the insurance business
and the protection of all policyholders."

Sources in London speculate the purchase
price was less than $10.

Allied Irish Banks' decision to transfer
control of ICI to the government followed the
bank's discovery in early March that ICI

Page 2

would show "major losses" for 1984, said Al-
lied Irish Banks' Mr. Dean.

The insurer's 1984 results have not yet
been compiled, he said. But, a preliminary
audit revealed that ICI posted an operating
loss of at least 63 million Irish pounds ($58.6
million), Mr. Dean said.

ICI's capital and surplus at year-end 1984
stood at a negative 15 million Irish pounds
($13.95 million) from capital and surplus of
38.7 million Irish pounds ($36 million) at
year-end 1983, said Mr. Dean.

Underwriting losses in 1984 will total at
least 78 million Irish pounds ($72.5 million),
he said, noting that about 50 million Irish
pounds ($46.5 million) of that loss was gen-
erated from ICIl's London branch, which
wrote both British and U.S. risks.

ICI's estimated 1984 investment income of
13 million Irish pounds ($12 million) fell far
short of offsetting the underwriting losses.

Mr. Dean said he did not know how much

Continued on page 25

Incentives heighten interest
in 401 (k) plans, survey shows
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Tentative MGM settlement

Continued from premous page
at the time of the fire

However, as of last week, the coverage settlement did not include
Frank B Hall & Co Inc, which brokered the back-dated coverage,
and Union International Insurance Co, a Hall unit that wrote the
first $35 million of the retroactive insurance MGM had 830 million
in liability insurance at the time of the fire

The tentative settlement followed the March 18 opening of the
trial to determine who would pay the $75 million settlement MGM
hau negotiated with 450 fire victims (BI, March 18)

Under the proposed settlement, which is "subject to conditions yet
to be resolved,"” the insurers would pay $40 million to MGM to help
cover the settlement, the source said

According to the source, one of the conditions requires the insur-
ers to pay MGM more than $4 5 million in defense costs if a court
decision that awarded MGM the defense costs is overturned

Another condition that must be satisfied relates to the second
layer of retroactive coverage, which is shared by Union and other
insurers Under the settlement, second-layer retroactive insurers
would agree to pay Union's $35 million participation on that layer
on the condition that they be reimbursed if MGM settles with Union
or recovers any Judgment from Union, the source said

MGM would not confirm or deny the proposed settlement 'l
can't comment at all," an attorney said

MGM sued Hall, Union and a number of other insuers in 1983
after Union stopped paying claims stemming from the fire

Northumberland seeks funds

TORONTO, Ontario-Northumberland General Insurance Co, a
unit of Ivanhoe Insurance Group Ltd, is trying to arrange new
financing for its operations, according to Peter E Reeve, chairman
and chief executive officer

Mr Reeve would not comment further on the insurer's financing
efforts, saying the company plans to make an announcement
shortly Northumberland and its Bermuda-based affiliate, South-
ampton Insurance Co Ltd, continue to write new and renewal bum-
ness and pay claims, Mr Reeve said

Hall posts loss for'84

BRIARCLIFF MANOR, N Y -Frank B Hall & Co Inc will post
a net loss of $14 5 million for 1984 because of a decision to further
increase the reserves of discontinued underwriting operations

According to Senior Vp-Finance Stanley Martinez, Hall added
$16 million to the reserves following a review of the underwriting
operations The reserve addition resulted in a fourth-quarter 1984
net loss of $16 4 million, he said

Hall had earlier reported 1984 net income of $15 million and
fourth-quarter net loss of $440,000 (BI, March 18)

Wisconsin investigates insurer

MADISON, Wis -The Wisconsin Insurance Department is con-
ducting an examination of Northwestern National Insurance Co a
department exmainer says

The "rather general” investigation, which began last December,
was spurred by Northwestern's affiliation with parent Armeo Insur-
ance Group, according to Randy Bluner, deputy director of the Wis-
consin department's financial examinations bureau

Armco has tried unsuccessfully to sell its U S insurance opera-
tions since January 1984 (BI, Nov 19, 1984) Armco affiliate, Univer-
sal Reinsurance Corp,of Holland Township, NJ, has stopped un-
derwriting and is filing regular reports with the New Jersey
Insurance Department

Wisconsin does not conduct regular examinations, but examines

insurers "when and if possible for the most part,” Mr Bluner says
Northwestern National's most recent exam was in 1981

Northwestern National declined to comment

Auditor sued in E.S.M. collapse

FORT LAUDERDALE, Fla -The court-appointed receiver for
E S M Government Securities Inc, the securities firm whose col-
lapse triggered the failure of one Ohio thrift institution and the
temporary closing of about 70 others, is suing ESM's auditor

Chicago-based Alexander Grant & Co, one of the 15 largest U S
accounting firms, and partner Jose Gomez are accused of "gross
negligence" in conducting audits and preparing reports for ESM
and a related company, according to the suit filed in U S District
Court in Fort Lauderdale by Miami attorney Thomas Tew, ESM's
receiver The suit seeks $300 million in compensatory damages and
unspecified punitive damages

John Miller, a Grant partner in New York, declined to comment
on the firm's errors and omissions insurance coverage

Continued on page 22
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AFL-CIO says it is Guneasy'
over Wellington agreement

By STEPHEN TARNOFF Late last month, negotiators of the facility an-

nounced that a sufficient number of asbestos producers

WASHINGTON-The AFL-CIO, many of whose and insurers had conditionally Joined the facility to

members have asbestos-related diseases, is throwing proceed with the plan They set May 29 as the final
some cold water on a proposed asbestos claims facil- deadline for Joining the facility (BI, March 4)

1ty At the March 19 hearing, Mr Silberman told sub-

Testifying before a Senate labor
subcommittee last week, AFL-CIO
Associate General Counsel David
M Silberman said the proposal-
known as the Wellington agree-
ment-won't necessarily provide
adequate and timely compensation

to asbestos disease victims

"Our review (of the Wellington

committee Chairman Sen
Don Nickles, R-Okla , that the
facility's effectiveness will de-
pend on how insurers and policy-
holders ultimately pay victims'
clairns

"What is apparent is that the Wel-
lington agreement, at bottom, is a
peace treaty between the asbestos

. annual report to Congress

fT,4 60 1 producers and their primary insur-

> 11 "1 Wibil ers,"Mr Silberman said

said "But, despite the claims that have
The Wellington agreement been made for It, the Wellington

named for Dean Harry Wellington agreement does not, in and of Itself,

of Yale Law School, who chaired Yale Law School Dean Harry advance the cause of providing ade-

negotiations establishing the facil- Wellington testified last week. quate and timely compensation to
ity, sets up an out-of-court mecha- asbestos victims

nism to handle asbestos claims Proponents say the plan "Whether the agreement will lead to such a result-

is fair and efficient and should save millions of do lars or whether the agreement will lead in the opposite di-

in legal expenses rection-remains to be seen and will depend entirely
In addition, the agreement also would resolve most upon the answers given to questions that are not yet

disputes between asbestos producers and their insirers resolved," Mr Silberman said

over who should pay defense and indemnification costs "The crucial unanswered question” is whether the

for asbestos claims Cont:nued on page 8

NAIB asks state regulators
to delay CGL policy approval

By ROBERT A. FINLAYSON

agreement) has left us uneasy-but
not uninterested,” Mr Silberman

Photo Susan Bcwser

The letter will focus on concerns over
* The inclusion of an overall policy aggregate limit
WASHINGTON-A group of insurance brokers is that will determine in advance how much an Insurer
asking state insurance commissioners to withhold ap- will pay under each CGL policy
proval of the Insurance Services Office's new commer- « The elimination of coverage for sudden and acci-
cial general hability policy forms dental pollution liability exposures
The National Assn of Insur- - A provision in the policy forms that will allow in-
PR BN N P N ance Brokers, which has taken surers to charge up to 200% of the annual policy pre-
=N issue with three key provisions in mium to extend the reporting period for coverage
- the revised CGL contracts, also is under the claims-made form
n a | a asking state commissioners to Meanwhile, the Risk & Insurance Management So-
schedule hearings to debate the clety does not plan to take a position on the new CGL
merits of the forms policy forms, says Jesse Pagonis, chairman of RIMS
The NAIB's concerns will be Products and Services Committee and corporate direc-
spelled out in a letter to be sent tor of insurance for Engelhard Corp, a metals and
this week to commissionels in mining company based in Edison, N J
states that have not yet approved the new CGL claims- "As a matter of policy, we (RIMS) won't embrace or
made and occurrence forms reject it," he says, adding that it is up to individual
(Under a claims-made form, an insurer is responsible RIMS members to take a position on the forms
only for claims first filed during the policy pe-iod, The NAIB sees the aggregate policy limit as a signifi-
under an occurrence form, insurers are liable for losses cant reduction in coverage from what is offered under
that occur during their policy period, regardless of how the existing CGL contracts, said Raymond L Hayes, a
long after a policy's expiration date a claim is brought) Continued on page 21

Group insurers say Maine begins hearings

individual rating :
: on workers comp bills
is not workable

By CAROL CAIN

- —m

1 S/

By JERRY GEISEL

AUGUSTA, Maine-The Maine Legislature will begin
consideration of workers compensation reform this week
as two Joint standing legislative committees begin hear-
ings on several bills

The legislation calls for competitive workers compen-
sation rating, reducing and capping weekly maximum
benefits, a reduction of attorneys' fees and new back-to-
work and rehabilitation efforts

The Joint committees will consider three bills, drafted
by the governor, the speaker of the House and the Senate
president A "dew" of other single-issue bills that dupli-
cate the three main measures are not expected to be acted
on this session, capital observers say

The Joint Committee on Labor meets today and will
take up the issue of benefits Tuesday and Wednesday,
the Joint Committee on Business and Commerce will dis-
cuss the insurance and financial aspects of the measures

Maine's rate of work injuries was 45% higher than the
national average in 1983, and ItS rate of actual workdays
lost was 90% higher than the national average

"The plain truth is all around us. Workers compensa-
tion costs are a barner to an even stronger Maine," Demo-
cratic Gov Joseph E Brennan said in a speech to the
Legislature last month

WASHINGTON-AIthough President Rea-
gan's economic advisers say group health in-
surers could hold down health care costs by
individually rating employees, benefit experts
contend such individual rating could spell the
end of group health coverage

The President's Council of Economic Ad-
visers said the failure of insurers to measure
each individual's health behavior when set-
ting group insurance rates discourages pru-
dent use of health care services

"If premiums are not risk-rated, then the
costs of each individual's behavior are spread
throughout the insurance pool and are negli-
gible to the individual," the council said in its

"Because the benefits of using more medical
care, however slight, accrue to the individual,
each person will have little incentive to use
medical services carefully," the council added

The council conceded it would be difficult
for insurers to rate every employee covered
by a group health care plan But, insurers
could use certain "observable characteristics," Maine employers' groups fuIIy Support the governor's
such as smoking, when setting rates, the re- bill-Legislative Document 1062-which incorporates
port said many of the recommendations of a special study commis-

For example, in the Federal Employees sion (BI, July 16, 1984) Specifically, L D 1062 establishes
Health Benefits Plan, the nation's largest, with Continued on page 4

Continued on page 4
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Asbestos removal firm scrambles for coverage

By STEPHEN TARNOFF . o ) ) said
I'm optimistic we will put something "It totally disrupted and confused us from Jan 1 to the end

together. But it will be at a of February,” Mr Nozko said

. . However, a spokesman for CIGNA said the insurer in-
price substantially greater than formed Acmat at the beginning of the year that it would not
last year,' explains Acmat Executive

EAST HARTFORD, Conn -A company that specializes in
removing asbestos from buildings says it may withdraw from
that line of business because of a lack of insurance

If Acmat Corp cannot find coverage in the commercial in-
surance market at a reasonable price, the East Hartford-based
company says it may either form an offshore captive insur-
ance company to write the coverage or be forced to withdraw
from the asbestos removal business . . L

. . .o ) . - considering three options

You can't bid a Job" without insurance, explained Acmat - Withdrawing from the asbestos removal business, which
Executive Vp Henry Nozko Jr Asbeszos removal generates sidiaries-Insurance Co of North America and Aetna Insur- would reduce the company's annual sales to $25 million from
about half of the company's $50 million in annual revenue ance Co -includes nearly all Acmat's insurance coverage, m- $50 million

Acmat, which employs approximately 700 people, has been cluding general liability, automobile liability, workers com- - Locating insurers who will write all the canceled cover-
in business since 1950 and has been an asbestos abatement pensation, umbrella liability, installation floater, property and ages at a reasonable rate "We haven't found it (an insurer)
contractor since 1973 The company also does heating, venti- equipment coverages yet," Mr Nozko said, noting the company has contacted more
lation, air conditoning, plumbing and electrical contracting Some of these policies, like the auto liability coverage, were than 18 insurers

Acmat's insurance problems began when CIGNA Corp in no way related to the company's asbestos removal opera- - Establishing an offshore captive
canceled, effective April 1, most of Acmat's insurance cover- tions, he added Acmat's investigation into the feasibility of a captive is "Just
age-including its general and umbrella liability coverage- Mr Nozko explained that CIGNA had renewed all of beginning to get off the ground," said Acmat's agent, Frank
because of the company's potential exposure to asbestos-re- Acmat's policies effective Jan 1, but on Feb 15, CIGNA told Craemer, president of Amins Insurance Inc of East Hartford
lated lawsuits, said Mr Nozko Acmat it would cancel the coverage on April 1 "Where the market IS tight, it could be feasible, but obviously

However, he noted that Acmat's asbestos removal opera- On Feb 17, CIGNA told the company it would continue to it will take time to develop "
tions have never triggered a lawsuit write the coverage, but three days later the insurer again no- Mr Craemer said there have been only preliminary discus-

Mr Nozko said the cancellation notice by two CIGNA sub- tified Acmat that coverage would be canceled on April 1, he Continued on page 22

U.S. reinsurers report
underwriting results
lag behind industry's

By JUDY GREENWALD

renew the coverage, but would extend the policies for 90 days
to give Acmat time to find other insurance

As a result of CIGNA's decision, Acmat, which is believed
to be the nation's largest asbestos removal contractor, says it is

Vp Henry Nozko Jr.

1

Sweetening the pot

Incentives heighten interest in 401(k) plans

By ALISON KITTRELL "Clearly, the survey shows that employees, given
tax incentives and financial incentives, are excited
The popularity of 401(k) salary reduction plans about and willing to set money aside for their retire-
continues to boom, a new survey shows ment years," said Tom Roch, a partner in Hewitt's
And, the inclusion of certain features in 401 (k) Milwaukee office
plans-such as employer matching contributions, He said this high rate of participation is especially
loan provisions and hardship withdrawal provisions significant in light of the Treasury Department pro-
-makes the plans posal to eliminate
even more attractive 401 (k) plans (Bl, Dec
10,1984)

"It seems clear,

NEW YORK-The underwriting performance of U S -based reinsurers
is considerably worse than that of the property/casualty insurance indus-
try as a whole, according to a preliminary report by the Reinsurance Assn
of America

The 77 reinsurers surveyed reported an aggregate combined ratio of
127 1% for 1984, compared with a combined ratio of 114 1% for 1983, ac-
cording to the RAA report (BI, April 2, 1984)

The overall property/casualty industry reported a 117 4% combined ratio
for the year, compared with 111 9% for 1983, according to a report issued by
the Insurance Services Office Inc and the National Assn of Independent
Insurers (see story, page 1) The insurers covered m the ISO/NAII report
write 97% of the country's property/casualty insurance premium

The reinsurers' loss ratio was 97%,and their expense ratio was 301%,
according to the RAA report

The reinsurers' combined ratio has deteriorated steadily, according to
the RAA The reinsurers posted an aggregate combined ratio of 1046% in
1980, 105 7% in 1981 and 109% m 1982 The combined ratios averaged
112 9% for the 1980-84 period, according to the report

The surveyed companies reported aggregate net written premiums of
$66 billion, volume comparisons with 1983 cannot be made because of a
difference in the number of companies surveyed A total of 62 reinsurance

Effect of 401 (k) options

to employees, the sur- . i
on employee participation™

vey adds
An average of 75%

of employees eligible f 65%
to Join a 401(k) plan
are making contribu- a
tions to the plan either |

on a pretax or a post- E 55% -
tax basis, according to Ti

the survey conducted 0°50% -
by benefit consultant °

Hewitt Associates of :
E No Employer No Loan No Hardship

Lincolnshire, I1ll © employer match loan provision hardship withdrawal Hewitt surveyed 199
About 60% of the eligi- maen provision winarawat plans offered by 195
ble employees partici- “Pretat contnbutions only Source Hewitt Associates companies, although
pate only on a pretax not all the respondents

based on the statistics,
that 401 (k) plans are
very popular and, to
the extent that the
government wants the

population to set aside
resources for retire-

* 60%-

ment, this is a very ef-
fective vehicle,” Mr
Roch said

companies and 15 other companies that also write reinsurance business
participated in the survey

The reinsurers that had the highest combined ratios in 1984, according to
the RAA report, were

« Capital Assurance Co in Coral Gables, Fla, with a combined ratio of
165 7% in 1984, up from 125 9% m 1983

* United Reinsurance Corp of New York, with a combined ratio of
160 7% in 1984, up from 119 6% in 1983

basis provided answers to all the survey questions
Under a 401(k) plan, employees are allowed to Information about plan design contained in the sur-
contribute to the plan a portion of their salaries and vey is current as of Jan 1, 1985, while plan experience
exclude that amount from their taxable income In data represented are based on 1984 annual results
addition, 78% of the surveyed plans allow employees According to the survey, the inclusion of several
to contribute additional funds on an aftertax basis options ina 401(k) plan increases employee partici—
The survey data indicate that more employees pation on a pretax basis (see chart) For example, the

participate on both a post-tax and pretax basis than survey found

on a pretax basis only because salary deferred on a - Plans in which the employer matches em-

pretax basis cannot be withdrawn, except in the case ployee contributions boast a 9% higher employee

of hardship, until the employee reaches age 591/z participation rate than plans without such an em-
However, m 68% of the plans surveyed, the em- ployer match

ployee participation level in the 401 (k) plan was « Plans with hardship withdrawal provisions

higher than it had been in the savings plan it re- likewise attract 9% more employees than plans

placed, the survey says Continued on page 20

» Gerling Global Reinsurance Corp's U S branch in New York, with a
combined ratio of 153 5% in 1984, up from 115 8% in 1983

+ Galaxy Reinsurance Co in New York, with a combined ratio of
151 2% in 1984, up from 118 8% in 1983

* Prudential Reinsurance Co in Newark, NJ, with a combined ratio of
150 9% in 1984, up from 122% in 1983

"It was a bad year," said Marion A Woodbury, chairman of United Re
He said United Re's book of business was "overbalanced" with property

Continued on page 23

California says agent sold bogus policies

By ROBERT A. FINLAYSON Neither Mr Renna nor his Los Angeles at- According to the accusation, Mr Renna, been operating an insurance company with-
torney, George Hobson, would return phone from October 1984 through February 1985, out a license, Mr Blackey said

LOS ANQELES_-Th_e state Insurance De- calls to comment on the charges issued 118 business owners policies that in- The Insurance Department accusation says
partment is investigating an Orange County The policies in question have combined cluded an authentic-looking policy declara- Mr Renna "fraudulently printed the policy
insurance agent for allegedly bilking limits of $724 million in property coverage tion page bearing the name of Utica Mutual declaration pages bearing the Utica Mutual
$122,000 in premiums from apartment and and $110 million in liability coverage, ac- Insurance Co Insurance Co name, failed to obtain any
office building owners by 1SSUing phony in- cording to Donald Blackey, supervising in- A line on the bottom of the declaration apartment or office building property and 11-
surance policies vestigator for the Insurance Department He page noted the policies were "a self-insured ability insurance for any of the 118 persons,

The department alleges that John Anthony says the department believes that all the poh- and administered plan backed by E&QO car- thereby exposing each person to the risk of
Renna, doing business as John Renna Insur- cies in question were sold in Southern Cali- rier stated above," evidently referring to loss, failed to remit the premium payments
ance Agency of Mission Viejo, Calif, issued fornia Utica Mutual received to Utica Mutual Insurance Co or
118 bogus business owners policies bearing The Insurance Department will not release Mr Renna's errors and omissions liability any other insurer and retained such pre-
the Utica Mutual Insurance Co logo without information about Mr Renna's clients except insurance is underwritten by Utica Mutual, mium payments for his own use and benefit,
the knowledge or consent of the company to say they are owners of apartment and of- but the insurer refused to divulge the limits and was not appointed by Utica Mutual In-
Business owners policies are package policies fice buildings The department indicated sev- or any other information concerning Mr surance Co to represent that insurer as an
covering both property and casualty risks eral claims had been filed on the policies, but Renna's E&0O coverage agent”

Utica Mytual has no_r(_acord (_)f receiving would not discuss the claims further Because the policies sold by Mr Renna The accusation further alleges that Mr
any premiums for policies written by Mr The department filed a formal accusation were not authorized by Utica Mutual, there Renna "demonstrated incompetency or un-
Renna, according to Utica Mutual attorney against Mr Renna late last month with the was no transfer of risk and thus no coverage, trustworthmess in the conduct of his insur-
James M MeFaul of the Carpinteria, Calif, intent of revoking his insurance licenses Mr according to the Insurance Department ance business or has by the commission of
firm of Ives, Kirwan & Dibble Mr McFaul Renna is currently licenseel as a property/ca- Even if Mr Renna had Intended to back wrongful acts exposed the public or those
adds that Mr Renna has never been an agent sualty agent, as a life and disability agent and the policies with his E&O coverage, as stated dealing with him to a danger of loss," which
for the insurer as an insurance broker on the declaration page, he still would have Continued on page 12
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Group health insurers criticize proposal

Continued from page 2

9.2 million participants, premiums
could be adjusted so that those with
"excess health costs" due to smok-
ing and drinking would pay more
than those who don't smoke or
drink, the council suggested.

Participants in the federal plan
pay about 40% of the premium, and
the government pays the remain-
der.

Currently, insurers and health
maintenance organizations that
offer coverage in the federal em-
ployees health plan set rates based
on previous group experience and
the benefits offered. Federal em-
ployees who smoke or drink pay
the same premiums as non-smokers
and non-drinkers.

Benefit experts pointed out that
the federal government has no
jurisdiction over health insurance

ism. These are just a few of today's risks your business
faces. Tomorrow, you can fully expect the emergence of

rates in the private sector. Under
the federal McCarran-Ferguson
Act, primary regulation of insurers'
ratemaking practices are left with
the states and not with the Con-
gress.

But, if the council's recommen-
dation for overhauling the federal
employees health plan were ear-
ried over to the private sector, in-
surers would have analyze the
health risks of every employee and
dependent covered under a group
health insurance policy.

After the insurers compiled this
information, those covered by the
plan who smoked or drank would
have to pay more than others for
coverage.

However, benefit experts say
that-despite the proposal's philo-
sophical appeal-it would be so
costly to administer that it would

'There are very few

of us who don't have

some vice,' said
James Dorsch of the

HIIA.

wipe out group insurance plans.

"IN a world where administra-
tive costs don't exist, this might
work," observed Deborah Cholett,
a research associate at the Em-
ployee Benefit Research Institute, a
Washington-based benefits think-
tank. "But administration is very
costly."

"The administrative costs would
be enormous," said James Dorseh,
Washington counsel for the Health

Insurance Assn. of America, an in-
dustry trade group. "It would be
like going back to individual insur-
ance."

Such individual rating within a
group health care program rould
turn employers and insurers into
"benefit cops" monitoring employ-
ees' personal habits, the benefit ex-
perts said.

"You'd have to set up 'watch-
dogs' at the corporate level," said
Robert E. Hayes, senior vp with
Metropolitan Life Insurance Co. in
New York.

Employers and insurers could
survey employees to find out those
who smoke or drink, but it would
be difficult to determine if employ-
ees were giving honest answers,
said a spokeswoman for Blue Cross
& Blue Shield Assn. in Chicag).

And, it would be even more dif-
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ficult to survey dependents and
verify their responses.

Even if employees and depen-
dents supplied honest answers, in-
surers constantly would have to ad-
just rates to reflect changing em-
ployee behavior.

For example, experts asked,
would rates have to be changed
every time an employee stopped
and started smoking?

"This would be fraught with dif-
ficulties and unfairness," said Met-
ropolitan's Mr. Hayes.

The HIAA's Mr. Dorsch ques-
tions the fairness of singling out
smoking and drinking for special
rating in group health insurance
programs.

For example, a non-smoker may
ski and thus may be more likely in
any given year to incur a claim,
such as a broken leg, than a smoker
who doesn’'t ski.

"There are very few of us who
don't have some vice," he said.

If rates are based on smoking and
drinking, the next step could be
charging employees different rates
based on age, warned Albert Cole
Jr., a consultant with Buck Consul-
tants Inc. in New York.

"This opens up a ton of ques-
tions," he said.

INnsurers are irked that the eco-
nomic councirs report suggests rate
making practices are to blame for
the rapid increases in health care
costs over the last several years.

"The report implies that all the
blame for medical care inflation
rests with the insurance system,”
Mr. Dorsch said.

"The report ignores poorly run
hospitals, an aging population that
needs more health care and the use
of more sophisticated medical
equipment"” as factors in health
care inflation.

The council's report is consistent
with the Reagan administration's
long-held view that individuals
should take more responsibility for
their health and retirement.

For example, the Treasury De-
partment wants to wipe out 401 (k)
salary reduction plans offered by
employers in favor of increasing
the contribution people are allowed
to make to an Individual Retire-
ment Account.

And, the administration wants to
tax employees on a portion of em-
ployers' health care costs. The ad-
ministration believes that employ-

ees use health care services unwi-

sely because they aren't taxed on
the benefits.

Maine considers

work comp bills

Continued from page 2

a competitive rating system based
on a model bill drafted by the Na-
tional Assn. of Insurance Commis-
sioners.

It also calls for capping the an-
nual cost-of-living adjustment of
benefits at 5% and for a reduction
in maximum weekly benefits to
110% of the state average weekly
wage from the current 166.7%.

Another provision calls for attor-
neys' fees to be awarded only in
cases where the employee prevails.

Another bill-L.D. 1063-intro-
duced by House Speaker John L.
Martin, D-Eagle Lake, calls for a
revised re-employment/ rehabilita-
tion system and a restriction of at-
torneys' fees for plaintiffs' lawyers.

The third bill was introduced by
Senate Pres. Charles P. Pray, D-
Millinocket.

The bill calls for creation of the
Maine Occupational Safety Board,
which would provide safety eval-
uations and develop safety educa-
tion programs for management
employees, and would create a
low-interest loan program to help
employers correct workplace haz-
_—aw e — _ ——
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opinions

31% is not enough

. business
msurance®

Reporting weekly for corporate nsk,
employee benefit and financial executives

WE ARE SURPRISED-and a bit disturbed-at In addition, the Treasury's proposal to eliminate Publisher. Alfred Malecki (New York)

the results of a recent study that show only 31% 401 (k) savings plans-which allow employees to reduce
of benefit managers believe their companies will take their pretax income by deferring a portion of their sa-
an active role in the fight against proposals to tax em- laries to retirement savings-would be a giant step
ployee benefits (see story, page 1) backward A recent Hewitt Associates survey shows
And we're even more surprised at The Wyatt Co's that almost three-quarters of the employees who are
finding that 23% of benefit managers say their employ- eligible to participate in a 401 (k) plan make some kind
ers will ignore the benefit tax proposals, unless they of contribution to the plan (see story, page 3)
become law Such employee retirement savings not only relieve
There is, of course, an explanation for such compla- pressure on employers to increase pension plan bene-
cency on the part of some employers. There are provi- fits to ensure that employees will have sufficient in-
sions in the tax reform measures now circulating in come when they retire, but they also take some
Washington-especially the Treasury Department's pressure off the strapped Social Security system
tax simplification plan-that are onerous to corpora- There are many other arguments that can be made
tions' aftertax profits while the taxation of employee against proposals to tax benefits and eliminate 401 (k)
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benefits is not Many corporations appear to have de- plans, all of which have been discussed by benefit man- LONDON: Stacy Shapiro (London Editor)

cided to direct all their lobbying efforts against the agers at length. Now, benefit managers must make sure LOS ANGELES: Robert A Finlayson (Bureau Ch,eO

provisions that would specifically increase their own their superiors are aware of these arguments and know
tax liabilities of the dangers posed by the benefit tax proposals

But, all employee benefit managers should make It's certainly not too late for employers to Join the
sure that top management knows the devastating effect fight to save the tax-preferred status of employee ben-

Steve Taravella (Associate Editor)

NEW YORK: Douglas McLeod (Bureau Ch,e/)
Michael Bradford (Associate Ed,tod
Judy Greenwald (Associate Editor)

that taxing benefits and other benefit provisions in the efits Labor unions and insurance industry organiza- WASHINGTON: Jerry Ge,sel (washington Editor)
Treasury Department proposal would have-on both tions are already in the trenches lobbying against the Corporate: Joe Faraci (corporate Art Director)

employers and employees proposals.

For instance, if the government takes a bigger chunk And, some members of Congress, like Senate Fi-
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out of employees' paychecks because what had pre- nance Committee Chairman Robert Packwood, are Midwest Sales Manager. Robert L Niesse (Chicago)

viously been tax-free benefits are considered taxable lending their support
income, employees are going to clamor for more pay to This battle requires the support of all employers, not
offset their higher taxes just 31%

letters

New York department defends Ideal's liquidation

To the editor The following answers unauthorized reinsurance to preclude im- credit to remove the penalty They did
address the five questions posed in your position of a penalty liability obtain funding for $13 million of the $23
editorial of Jan 21 regarding Ideal Mu- O "Is there any real possibility that the million penalty from 1980 but never sue-
tual Insurance Co, and reiterated in your maJor corporate policyholders of Ideal ceeded in resolving the other $10 million
editor's note of Feb 18 whose risks have been reinsured with At the time of the 1980 examination, Ideal

« "How can the examiners for the New their own insurance subsidiaries would embarked on the managing general agent
York Insurance Department find Ideal not reimburse Ideal for all claims paid on programs that subsequently had such poor
Mutual's loss reserves inadequate if ac- their behalf Is this merely the New York experience
tuaries Tillinghast, Nelson & Warren cer- department expressing its displeasure The department started the 1983 exami-
tified them as adequate?" with fronting programs?" nation process much earlier than normal

It is not unusual for the findings of In- The obvious answer is that major cor- The examination revealed that Ideal was
surance Department actuaries conducting porations are not immune from failure, as treating Optimum as an admittea carrier
their own actuarial review to disagree recent failures prove in New York, failing to fund any reinsur-
with the conclusions of actuarial firms Beyond the obvious, fronting at Ideal ance, and thereby creating an enormous
employed by insurance companies The was not restricted to large corporations A technical insolvency Moreover, a special
department never blindly accepts the number of small trade associations actuarial analysis disclosed a significant
opinion of the company's actuaries and, in throughout the country formed offshore deficiency in reserves Finally, the ad-
fact, has disagreed with Tillinghast's find- captives, associations with no previous ex- verse impact of the MGA experience
ings in the past The Tillinghast opinion perience in this kind of self-insurance manifested itself
showed Ideal's reserves to be at the low program * "Why did the department announce
end of what Tillinghast found to be an ac- The suggestion that any regulator to Ideal Mutual the preliminary results of
ceptable range would foment the rehabilitation of its 11- its triennial examination at the time Ideal

* "Why did the New York department censee as a way of "expressing its displea- Mutual was on the verge of successfully
wait until Ideal Mutual's 1983 triennial sure" is patently absurd negotiating a $30 miillion capital infu-
examination to disallow credit for rein- - "Why didn't the depar‘tment follow sion,"
surance with its affiliate Optimum Insur- up on its 1980 examination of Ideal Mu- For the third time, the question is
ance Co of lllinciso” tual if in fact it found 'problems,’' as a formed on a false premise Never, at any

The question contains an incorrect as- spokesman said," time, was the department presented with
sumption The Insurance Department did Once again, the question contains a any plan that would result in anything
not wait to disallow credit for reinsurance false assumption The department did fol- like a $30 million capital infusion What
with Optimum In 1980, $39 miillion in Op- low up on the 1980 examination At the was discussed, although never formally
timum rei nsurance was treated as un- time, Ideal had total unauthorized rein- proposed to the department, were various
authorized However, in 1980 Ideal had surance that resulted in a technical liabil- deals, mcluding the $30 million one, that
withheld premium moneys from Opti- 1ty penalty of $23 million The depart- might have 1nfused capital into Optimum,
mum totaling $42 million The withheld ment worked with Ideal, and Ideal tried but very little would reach Ideal There
premiums were sufficient offset to the to secure additional funding and letters of was never a proposal for substantial

moneys to go into Ideal

Coverage of computer systems called unfair  ctearly in keeping with its 125-year

tradition, the department regulated in a

To the editor Your Feb 18 issue ap- based systems that were acknowledged responsive, responsible, dedicated man-
peared as though Tillinghast, Nelson & There were glowing reports on com- ner to protect Ideal's policyholders
Warren Inc either owned the magazine panies with PC-based systems for which | N. Barry Greenhouse
or bought up all copy space Virtually have not seen an ad purchased in Bum- Special Assistant to the Superintendent
every article made reference to them or ness Insurance over the last 10 months New York Insurance Department
an individual in the organization Fast Forward Inc spent $14,000 for Bl ads New York

Tillinghast's biennial study of available over a six-month period and did not re-
personal computer-based risk manage- ceive an honorable mention
ment information systems does not in- Fair play is an honorable trait m this Bustness Insurance welcomes letters from

clude Fast Forward Inc, and we are the crazy business world’ 2ts readers Please keep your comments as
only multiuser, multiterminal (non-local Eugene Fair bnef as possible We reserve the ight to
area networking) risk management sys- President edit letters for danty or space We wili not
tem supplier in the country' Our nine-ter- Fast Forward Inc publish uns,gned letters Send your com-
mind, 80-megabyte disk, 300-line-per- Louisville, Ky ments to Letters to the Editor, Business

minute printer system may not be a - The editorial content of Bl is never Insurance, 740 N Rush St, Chicago, lli
mainframe, but ICS better than the PC- directed by advertising considerations 60611
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Asbestos facility

Continked from page 2

producers and insurers will "use
their n€Ew-found harmony to wage
a unified war of attrition against

victims who seek compensation,”
Mr. Silberman said.

He said there is no assurance that
the savings achieved in legal costs
by the .nsurers and producers re-
solving their coverage disputes
through the claims facility will be
used to eompensate victims "rather
than being pocketed by the pro-
duers and primary insurers,"” he
added.

"It is perfectly possible that those
businessmen, having reduced their
own legal costs, will now do what
they can to delay resolving claims
until the victims are forced by their
desperate circumstances to sue-

cumb to inadequate offers of settle-
ments.”

Mr. Silbermar. said he tea. s that
producers and their insunErs may
be more willing to delay settle-
ments once the facility is ope rating
beause they wil not have the in-
centive to settle quickly to cut lii-
ga:ion costs.

However, tho:e represen:ing the
facility who spcke at the hearing
emphasized tha: there are incen-
tives in the agreement to disc-our-
age producers and irsurers frDm
delaying compensatio, or mak.ng
inadequate settlement iffers.

For example. claimints s-ill w:U
have the optic,r. of suing :te as-
bestos producers if they are not s:-
tisfied with the settlement tney re-
ceive.

ANd, if claims are not res,lved
fairly, the facility wil. be ignored
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ty the claimants and their attor-
neys.

'If we don't behave fairly. rhe fa-
cility will not be used; she t,rt sys-
tem will be used," Dean Wellington
said.

Mr. Silberman was the only
speaker who providec tes:imony
that did not specifically endorse the
facility.

Sen. Nickles told the approxi-
mately 75 persons present that the
subcommittee had tried to get non-
signing producers and ins.irers to
a.tend but that they had not ac-
cepted.

In addition to Dear. Wellington,
those speaking on behalf of the fa-
cility included DeRoy C. Thomas,

chairman and chief execut. ve offi-
cer of the Hartford Insurance
Grjup; Robin A.G. Jackson, diree-
tcr of Merrett Holdings P.L.C. and
chairman of the London Asbestos

1 Working Party, compcsed of
Liydis of Landon and other kon-

chairman and chief exec.itive offi-

c€r of Pittsburgh-Corning Ccrp., an
asbestos producer.

The advantages of the facility,
according to Dean Wellington, in-
clude:

- Providing plaintiffs with a
qgi.izker and more equitable resolu-
tion of their claims.

« Overcoming compensa:icn in-
equities by providing a central 10-
cation to file claims.

* Reducing legal costs for plain-
tiffs and defendants by eneourag-
ing settlement of claims.

< Ending disputes te.wen pro-
ducers and insurers over resEonsi-
bility for insurance coverage.

« Allowing producers and insur-
ers to manage their liatility and
plan for the future.

Mr. Baldwin of Pittsburgh-Corn-
ing told Sen. Nickles that the

i agreement provides a 'much

higher level of certainty for both

producers and insurers."

He noted that Pittsburgh-Ccrn-
ing employs only 650 persons and
has been hit with more than 22,000
lawsuits, even though it only man-
ufactured a thermal pipe insulation
product containing asbestos from
1962 to 1972.

"The truth is that asbestcs litiga-
tion represents not only a personal
disaster for thousands of asbestos-
injured workers, but an economic
calamity for defendant companies
and their employees,"” Mr. Baldwin
said.

"There is no question that as-
oestos litigation poses a tremendous
burden on our companies. It de-
vours management time End finan-
eial resources; it hurts our produc-
tivity; it hampers our ab.lty to cre-
ate jobs; it tarnishes our image and
efforts to encourage pubbc invest-
ment; it affects our crecit record
and ability to deal with potential
lenders; in short, it stifles our abil-

ity to reinvest in America." accord-

ing to Mr. Baldwin.

Mr. Thomas of Hartford Insur-
ance Group said a major issue left
unresolved is the need for domestic
reinsurers' participation in the
agreement.

"If reinsurers will not agree to
apply their contracts to 1csses paid
under this agreement, th€n the di-
rect-writing insurers are faced
with having to set aside cne group
cf lawsuits only to initiate an-
cther," Mr. Thomas said.

"If indeed this were only an in-
convenience it might be z iewed as
merely troublesome. But there is
then the real problem of whether
any insurer which wrote the un-
derlying primary and excess poli-
cies can afford to disburse millions
of dollars for which reinsurers
should be obligated, if it must then
litigate this issue and hcpe for a

successful result.

"We believe, however, that rein-

surers will recognize the consider-
able benefits to them in following
the lead of their insureds.”

Mr. Jackson of Merrett Syndicate
said that reinsurers won't actually
join the facility but will agree to
reimburse ceding companies that
do.

In his testimony, Mr. Jackson
said that many insurers have been
"at loggerheads" with reinsurers
whose interpretation of how rein-
surance should respond to asbestos
claims substantially differs from
that of insurers.

As an example, he cited rein-
surers that accept part of a risk on a
quota share or proportional basis
and share premiums and claims
with the eeding insurer. In these
cases, the reinsurer typically fol-
lows the ceding company's for-
tunes.

"The stakes are, however, much
higher if the reinsurance is ar-
ranged on an excess-of-loss or non-
proportional basis," Mr. Jackson
said.

"Here, the risk premium is sub-
stantially lower, as reinsurers only
start to pay when, and to the extent
that, any loss exceeds the amount
retained by the ce(ling insurer for
its own account.”

Since many reinsurance limits
are applied to each "loss occur-
renee,"” whether asbestos claims
ought to be grouped into a single
loss occurrence or considered as
more than one occurrence becomes
a critical issue dividing insurers
and their excess-of-loss reinsurers,
he added.

There is an "increasing chance"
of asbestos losses contributing subs-
stantially to so-called "domino" in-
solvencies within the insurance
and reinsurance industry, Mr.
Jackson said.

"It must be remembered that the
assets of both reinsurers and insur-

ers are not unlimited,” he added. m

EXPERTNE:GOTIATOR.

ON YOUR TEAM.
NO CHARGE.

XPERT Paul Donlon has

earned tne right to be called an expert. He's
been an active participant in claims settlement
conferenzes, helping his clients negotiate the

best possible payment plans, for 12 years.
Paul like our other consultants-knows

his business.

ON YOUR TEAM. Unlike most of our com-

petitors, we work only for the defense an
important difference. Here's why: We will
suggest : structured settlement only when
we believe based on experience and knowl-
edge of the claim that it's the best solution
for our client (as well as the plaintiff).
Results: credibility, momentum toward settle-
ment, a _more productive conference.

NO CHARGE. Paul Donlon (or another of
our equally qualified consultants) will be
pleased to attend your settlement conference.
Asa member of your team. At no cost.

With no risk.
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The last thing

he wants
isa free ride

Helping him earn his own way
is one of Unionmutual's top priorities.

Lost income is only one effect of a disability. Self-
esteem, job security, education and training - all of these
elements of personal pride suffer when an employee is
unable to earn a living.

Unionmutual's Rehabilitation Program is designed to
help a disabled employee return to work as quickly as
possible.

Rehabilitation makes solid business sense.

When a disabled employee can overcome a disability,
everyone wins. The claimant regains the satisfaction of being
employed. Co-workers enjoy a significant morale boost. The
company maintains a skilled employee, avoids the expense
of hiring and retraining a replacement, and reduces claims
which may help lower its LTD premium rate.

Rehabilitation is an important key to reducing the overall
cost of LTD insurance. Unionmutual's rehab specialists can
help make it all possible.

Unionmutual's total approach to rehab.

We employ only Certified Rehabilitation Counselors
(CRCs). Because they are located regionally, their local
knowledge stems from first-hand experience. Working
directly with claimant and employer, Unionmutual's CRCs
are responsible for coordinating the entire rehab process
including physical therapy, career counseling, and helping
the disabled employee accept limitations.

Unionmutual is the LTD expert.

Our ability to underwrite large case plans has helped us
become the nation's number one source of LTD insurance
for eight years.* We are also a leader in rehab services, and
we are highly experienced in reducing LTD costs further
through our comprehensive risk management program.

If you'd like more information on Unionmutual's rehab
capabilities and our risk-management approach to the needs
of large employee groups, contact your local Unionmutual
representative or return the coupon today.

'Employee Benefit Plan Review, April 1984
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Please send me more information about Unionmutual's

LTD plans and rehabilitation programs.

Name

Title

Company

Address

City State Zip

Telephone

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

Unionmutual

— = - Putting employee benefits
in a whole new light.

Union Mutual Life insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance Co. of America, Portland, Maine 04122 (All states except New York)
Unionmutal Stock Life Insurance Company of New York, ElImsford, New York 10523 (New York State only)
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Many employers won't lobby against benefit tax

Continued from page 1

efit managers-41%-are not op-
posed to an overall limit on the
amount of tax-free benefits em-
ployers can provide.

In addition, almost half of benefit
executives say legislation should be
passed to restrict employers' ability
to recover excess assets from pen-
sion plans.

Companies may shy away from
lobbying against increased benefit
taxation because they have other
lobbying priorities and must con-
serve corporate resources, some ex-
perts believe.

"There is only so much lobbying
capital a company can expend,”
said Dallas Salisbury, president of
the Employee Benefit Research In-
stitute, a Washington-based bene-
fits think tank.

When companies decide lobby-
ing strategies, other tax issues-
such as protecting investment tax
credits or rapid depreciation sched-
ules for plants and equipment-
take precedence over benefits, Mr.
Salisbury said.

However, John Menefee, an eco-
nomic consultant with Wyatt, be-
lieves that companies don't lobby to
protect benefits from taxation be-
cause they are frustrated and feel
shut out of the political process.

For example, many benefit pro-
visions in the last tax bill Congress
enacted-The Deficit Reduction
Act of 1984-were decided behind
closed doors, Mr. Menefee noted.

Ironically, companies' blase atti-
tude toward lobbying against bene-
fit taxes comes at a time when
threats to alter the tax-favored sta-
tus of employee benefits have
never been greater.

For example, the Treasury De-
partment, as part of its plan to
overhaul the Internal Revenue
Code, has indicated its intent to tax
most employee benefits.

Under the Treasury proposal,
employers' health insurance con-
tributions that exceed $70 a month
for individual coverage and $175 a
month for family coverages would
be taxable income to employees.

The Treasury plan also would
tax employees on employer contri-
butions for term life insurance, de-
pendent child care, van pooling
and group legal benefits, as well as
wipe out 401 (k) salary reduction
plans and tax-free cafeteria benefit
programs.

And congressional interest in
taxing benefits also is on the rise.
House Ways and Means Committee
member Rep. Willis Gradison, R-
Ohio, recently voiced his support
for a limit on the amount of tax-
tree benefits employees can receive
(Bl, March 18).

In conducting the survey, Wyatt
and Opinion Research Corp., a
Princeton, N.J., polling organiza-
tion, surveyed 403 employee bene-
fit managers working for com-
panies representing a broad cross-
section of American industry.

Of those surveyed, 200 benefit
managers were employed by com-
panies with more than 1,000 work-
ers and more than $10 million in
sales. The remainder said they
work for companies with between
250 and 1,000 employees and less
than $10 million in sales.

In addition to asking benefit
managers how they will react to
proposals to tax benefits, the Wyatt
survey also addressed a variety of
other benefit issues.

On the issue of limiting the
amount of tax-free benefits em-
ployees can receive, 41% of benefit
managers said they support such a
benefit tax cap. Fifty-eight percent
said they opposed the idea, and 1%
said they had no opinion.

"A sizable number of employers
aren't offended by a limit on (tax-
free) benefits,” said Sylvester
Schieber, director of Wyatt's re-
search and information center in

Washington.

As threats to tax employee bene-
fits intensify, more employers may
become resigned that Congress
sooner or later will impose limits
on how much in tax-free benefits
companies can provide, added
Stuart Brahs, executive director of
the Assn. of Private Pension and
Welfare Plans, a Washington-based
benefits lobbying organization rep-
resenting employers.

Survey respondents were di-
vided on whether Congress should
pass legislation to restrict employ-
ers' ability to recover surplus assets
from overfunded defined benefit
pension plans. Forty-eight percent
said they opposed such restrictions,
while 46% favor them. Six percent
had no opinion.

The fact that so many managers
favor restrictions on removing ex-

'There is only so much lobbying capital a
company can expend,’ said Dallas Salisbury,
president of the Employee Benefit Research

Institute, a Washington-based
benefits think tank.

cess assets from pension plans illus-
trates that "a lot of companies are
commitred to their pension plans,"”
said Mr. Schieber.

Yet, the majority of benefit man-
agers indicated they are not willing
to accept faster vesting schedules in
their pension plans. Fifty-nine per-
cent of respondents said they op-
pose shortening vesting schedules
to provide benefits to workers after
five years of service; 40% favored

five-year vesting and 1% had no
opinion.

Currently, most employers offer
10-year "cliff-vesting” schedules in
their pension plans. Under 10-year
cliff vesting, a participant becomes
fully vested only after completing
10 years of service.

Most benefit managers did agree
that pension credits should be
given for employees who continue
to work past age 65.

Some 73% say pension benefit ac-
cruals should continue after a
worker turns 65, while 27% are op-
posed.

"Companies want to be as fair as
possible to participants,” said Mr.
Schieber. "There is a feeling that if
someone wants to work after 65,
they should be credited for that ser-
vice."

Recently, the Equal Employment
Opportunity Commission, the fed-
eral agency in charge of age dis-
crimination issues, proposed that
companies be required to give pen-
sion credits for workers who stay
on the job after 65 (Bl, March 18).
Those proposed rules, now being
reviewed by other regulatory agen-
cies and the Reagan administration,
would overturn a 1979 Labor De-
partment interpretative bulletin

Continued on facing page
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healthy savings for
your group health

program.



Continued from facing page

that pension benefit accruals can
cease when a worker turns 65 years
old.

Benefit managers also were di-
vided on the issue of mandatory re-
tirement. Fifty-two percent of re-
spondents say they would oppose
legislation to wipe out mandatory
retirement, while 48% favor the
elimination of mandatory retire-
ment.

Under 1978 amendments to the
Age Discrimination in Employ-
ment Act, companies can force
most workers to retire when they
reach age 70.

Mr. Schieber, however, said he
questions the importance placed by
companies on mandatory retire-
ment. "This is kind of a hollow
issue," he said, noting that with in-
centives-like sweetened early re-
tirement benefits-companies can
encourage more workers to retire
at earlier ages.

Some 66% of benefit executives

agree that companies should pro-

vide a minimum pension-one that
could not be offset or reduced by
Social Security-to those who vest
in a corporate pension plan.

"This is a fairness question," said
Mr. Schieber. Companies want to
guarantee that workers receive
some kind of bendfit from the plan,
he added.

In 1982, Congress agreed that so-
called "top-heavy" pension plans-
those in which more than 60% of
benefits go to key executives-pro-
vide a minimum benefit that can-
not be offset by Social Security (Bl,
Aug. 23, 1982).

Finally, 56% of managers said
employees in a defined benefit plan
who have not reached retirement
age should not be able to cash out a
vested benefit after they terminate
their employment; 42% said they
favor such benefit cash-outs.

"A lot of companies are rela-
tively paternalistic," Mr. Schieber
explained. "There is a fear that em-
ployees might spend the money"”
before retirement,” he added. .
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PBGC executive director to resign

By JERRY GEISEL

WASHINGTON Charles
Tharp, the executive director of the
Pension Benefit Guaranty Corp.,
will resign on April 1.

Mr. Tharp, 34, said he is resign-
ing to pursue other unspecificed in-
terests.. "I have decided that it is

now time for me to move to other
pursuits,” he said last week.

Mr. Tharp's successor has not yet
been named.

Mr. Tharp was appointed to the
top post at the PBGC in January
1984, succeeding Edwin Jones (Bl,
Jan. 23, 1984). Previously, Mr.
Tharp had been the PBGC's deputy
executive director.

Mr. Tharp spent much of his time
working with legislators to con-
vince Congress to overhaul the
PBGC insurance program and raise
the termination insurance premi-

guarantees
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washington

ums the PBGC charges employers
with pension plans.

More revenue is needed because
the agency is paying out more in
benefits than it is collecting in pre-
mium Iincome.

While major changes in the in-
surance program still are being
considered, such as making it more
difficult for employers to terminate
underfunded pension plans, Con-
gress took its first step to increase
the PBGC premium when the Sen-
ate Budget Committee last week
agreed to hike the premium to
$7.50 per year per plan participant
fromrm S22 _ 0O

Mr. Tharp believes that Congress
will act favorably on the premium
increase and thus eliminate the

SaveStimeswhatyouspendondental

< _

benefits review or don't spend a dime.
Our dental benefits program
controls claim costs before there's a

claim. With incentives for preventive
care, consistent peer review and
- objective claim audits.

We give you a case manager for those

special cases that need managing.
To that one-in-one-thousand case

Our Pre Admission Review program guarantees savings.

that needs specialized, targeted care,we assign a medical case management
coordinator to assure care-effective treatment that's cost-effective as well. -

In fact,our track recoirdis four dollars saved for every dollar spent

onThe Equitable PAR program.Our clients are finding that PAR helps reduce
the number of days a patient spends in the hospital.
Our claims system is programmed to do more than just pay claims.

With Equi-Claims, every hospital admission is monitored, every claim

is reviewed and every dollar saved is reported accurately back to you.

If your group health program can't guarantee savings like these,

write or have your benefits advisor write EVP Gil Reich at The Equitable,

1633 Broadway, Suite 1604, N.Y., N.Y.16019. He'll help you keep the cost of

No other group health program can make that claim.

health care down while keeping the quality of health care up.

THEEQUITABLE

Financtal Services

© 1984. The Equitable Life Assurance Society of the United States, New York, New York

agency's $462 million deficit.
During his tenure at the PBGC,
Mr. Tharp often spoke out on the
importance of defined benefit plans
and rejected suggestions that the
plans were part of a dying breed.

Retirement plan study

The House Ways and Means
Committee says it will study how
employer-provided retirement
plans operate.

Such a study is needed, says
Committee Chairman Rep. Daniel
Rostenkowski, D-IIl., because there
is little information on the effec-
tiveness and cost of retirement
plans and how those plans coordi-
nate with Social Security.

The study will focus on these
issues:

= Which employees at certain
income levels are more likely than
others to participate in various re-
tirement plans?

< How, if at all, should the So-
cial Security program be changed
as private pension plans expand
during the next several decades?

= Should the tax treatment of
pension plans be altered? Cur-
rently, employers receive tax de-
ductions for their contributions to
pension plans.

The assets held by the plans earn
interest tax-free. Employees are
taxed when they draw benefits
from the plans.

= Does the complexity of cur-
rent law and the cost of administer-
ing pension plans discourage em-
ployers from setting up new plans?

- Does the Employee Retire-
ment Income Security Act discrim-
inate against women and other
workers who may never stay long
enough at one job to vest?

Under ERISA, employers may
offer a vesting schedule that enti-
tles.participants to benefits only if
they work for a company at least 10

years.

Tax-free benefit cap

Sen. David Durenberger, R-
Minn., says there should be a limit
on the amount of tax-free benefits
that companies can provide their
workers.

In a speech before an Employers
Council on Flexible Compensation
conference recently in Washing-
ton, Sen. Durenberger said tax-free
benefits "has to stop at some point"
because of the large federal budget
deficit.

Under Sen. Durenberger's pro-
posal, an employee would be taxed
if his or her employer spent more
than $2,250 per year per worker for
group term life, health, and group
legal coverages. Workers with fam-
ily coverage would be taxed on em-
ployers' annual costs that exceed
$4,000.

For educational assistance bene-
fits, employees would be taxed on
employers' costs that exceed $5,000
per employee a year, the same limit
that Congress last year incor-
porated in amendments to Section
127 of the Tax Code which pertains
to educational assistance programs.

In addition, annual tax-free de-
pendent child care benefits that an
employee could receive would be
limited to $2,400 per dependent.

Current limits contained in the
tax code on retirement plan bene-
fits and contributions would be re-
tained under the Durenberger pro-
posal.

Employers now cannot contrib-
ute more than $30,000 a year per
worker to a defined contribution
plan. And, a defined benefit plan
cannot provide an annual benefit
that exceeds $90,000 to a plan par-
ticipant.
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The information break:

California accuses agent
of selling bogus policies

Continued from page 3

the department says constitutes
grounds for suspending or revok-
ing his licenses.

Under California law, Mr. Renna
is entitled to a hearing before the
insurance commissioner. To date,
he has not requested such a hear-
ing, according to the Insurance De-
partment.

Both Utica Mutual and the Insur-
ance Department were surprised
when they learned of the suspect
policies, explains Frederick J.
Fisher, president of Fisher Associ-
ates, an adjusting firm in Torrance,
Calif:, which was retained by Utica
Mutual to investigate the suspect
policies.

"The Utica attorneys didn'r be-
lieve what it said,” Mr. Fisher

explains, referring to the declara-
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five minutes that can make your day pay off.

Keep a step ahead everyday by taking an information
break with Dow Jones News/Retrieval®.
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tion page.

"Nobody ever heard of such a
thing before. Even the department
did a double take,” Mr. Fisher
notes.

The policies came into question
when one of Mr. Renna’'s clients
went to an office in Beverly Hills
listed on the policy to pay his pre-
mium and found only a mail drop
instead of an agency office, Mr.
Fisher explains.

The client then contacted Utica
Mutual, whose name was printed
on the declaration page of the pol-
iey

When the client read the policy
Nnumber to a Utica Mutual official
in New York, the official recog-
nized it as being a policy number
from an errors and omissions pol-
icy.

The company then contacted Mr.
Fisher to investigate.

Mr. Fisher says that after exa-
mining several of the policies is-
sued by Mr. Renna, he concluded
that they were not Utica Mutual
policies. After consulting with
Utica Mutual, he turned the infor-

'Nobody ever heard
of such a thing
before,' explains

Fisher Associates’

Frederick Fisher.

mation over to the California In-

surance Department.

The department's audit of Mr.
Renna's files turned up 118 suspect
policies. That investigation con-
tinues and the department has not
yet decided whether to ask the Or-
ange County District Attorney to
file criminal charges against Mr.
Renna.

Mr. Mefaul says Utica Mutual
has not filed criminal charges
against Mr. Renna, and would not
say if the insurer intends to press
charges.

However, Utica Mutual's attor-
ney obtained an injunction Feb. 25
from Los Angeles County Superior
Court to prevent Mr. Renna from
issuing any additional policies and
to order him to advise his clients
that the policies were not backed
by an insurer and that new cover-
age should be sought.

Mr. Renna subsequently sent let-
ters to the clients explaining that
they have no coverage under the
suspect policies.

Mr. Renna implies in the letter, a
copy of which was obtained by
Business Insurance, that he intends
to refund the premiums paid by the
clients, though he did not say when
the refund will occur.

"Know that we are actively re-
conciling our records in order to
make reimbursement,” the letter
reads.

"Until reconciliation is complete,
your advance premium cannot be
returned," the letter continued.

Both Utica Mutual and the In-
surance Department are in the pro-
cess of sending their own letters to
those who purchased the policies to
warn them that they have no cov-
erage.

Mr. Fisher says he is investigat-
ing the potential for claims against
Mr. Renna's E&O coverage from
those that purchased the suspect
policies.

Mr. Blackey says the department
is investigating the possibility that
other insurers may have been vic-
timized in the scheme.

Investigators are also attempting
to determine what happened to the
$122,000 in premium allegedly col-
lected by Mr. Renna. m
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WE PAY TH N.

Consider everything that an
insurance company can offer you.
Flexibility Capacity Innovation.

Then consider what that is all
worth when that insurance company
won't pay your claim.

After all, more than one insur-
ance company has sought to build its
reputation by offering the most inno-
vative, sophisticated, and wide-
ranging array of emply promises in
the industry

Needless to say at CIGNA
Worldwide, thafs not the way we
choose to do business.

Because we believe the pri-
mary goal of an insurance company
should be to provide insurance. So
we don't use hidden loopholes or

CIGNA Worldwide, Incorporated
a CIGNA company

prolonged "investigations" to keep
your money in our account.

That means, when you get a
policy from us, you should know
exactly what you're covered for And
best of all, it will be what you tell us
you want to be covered for.

If something does happen, we'll
have adjusters on the spot as soon as
possible. And they'll be there to settle,
not quibble.

It's not our practice to avoid
paying a claim to improve our cash
flow at the expense of yours.

Maybe you don't find our
claims handling procedures contro-

versial at all.

But you can bet our competi-

tors do.

CIGNA
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perspective

Strategy helps manage liability exposures

By The Insurance Institute
of America

The following question and answer ts
drawn from the curnculum for the
Associate in Risk Management (A RM)
designation awarded by the Insurance

A.11 exercises

caused by a fire due to a restaurant expenses without delay in situations

employee's negligence where the restaurant's liability is clear

Moreover, the restaurant should

Instltute of Amenca It represents the type A: 1 The actions the restaraunt should investigate both valid and suspicious

of question asked, and possible answers to,

take to achieve each of the three

the three examinations for the Associate in foundations of a legal liability loss control thus minimizing future injuries

Rzsk Management designation

Effective nsk management requires
practical knowledge of many disciplines,
inctuding some basic knowledgeof
"strategy " For example, the case

presented zn the following question

describes three bas2£ strategzes for deahng its customers is to keep all restaurant

with hability erposures and for using
knowledge of psychology management,

medicine and law to apply these strategies

program with respect to the liability to a » To maintain the restaurant's legal

restaurant patron suffering bodily injury defenses, its management and employees
because of impure food served at the
restaurant are defenses and the actions they should take
- The most basic step in the to preserve them.
restaurant's avoiding breaches of duty to
how best to deal with apparently 111

employees alert to the restaurant's duty to customers and what procedures to follow
serve only healthful food under

wholesome conditions may lead to claims Appropriate

With this awareness as a foundation, supervisory personnel should know

codes and should install appropriate
fire-suppression systems

Finally, the restaurant may be able to
reduce its liability to other store owners by
entering into a mutual agreement under
which each owner waives the right to sue
other owners for fire damage

- Because the restaurant has a duty to

claims to correct any hazardous conditions, control the spread of a fire from its

premises, several of the above-mentioned
actions it would take to fulfill this first

part of an effective liability loss control

must be aware of both the nature of these program also would help to minimize

property damage from any fire
Specifically, these probably would include

Thus, all personnel should be trained in calling the fire department immediately,

firefighting action by the restaurant
employees, and operation of the

in gathering evidence about incidents that restaurant's fire-suppression system

» Both before and after any fire, the

restaurant can act to maintain its potential

a: An effective liability loss control restaurant employees should then be able procedures for notifying the restaurant's legal defenses

program rests upon three foundations:

- Preventing breaches of legal duties
owed to others

» Minimizing bodily injury or property
damage caused by any unavoided
breaches

e Maintaining valid legal defenses
against any claims that may be brought
because of an alleged breach of duty

The operator of a restaurant located

within a shopping mall faces a number of preparation, assuring that the restaurant

liability exposures to, for example,
restaurant patrons and the owners of the

other stores within the mall With respect proper conditions, and disposing of

to each of the liability exposures listed
below, describe what specific actions the
restaurant should take to achieve each of
the three foundations of a legal liability
loss control program listed above

The liability exposures include

1 Liability to a restaurant patron
suffering bodily injury because of impure
food served by the restaurant

2 Liability to owners of other stores in

to carry out their individual liability insurer or for summoning some

responsibilities in meeting this other legal assistance Even before any
organizational duty to customers by, for incidents arise, management and other

example, selecting carefully the vendors employees should maintain appropriate

Before a fire, it should keep records
documenting its fire-safety
actions-including employees training and

fire-suppression system maintenance, for

from whom the restaurant purchases food records to document the restaurant's care example

and the utensils with which it is prepared in food preparation These records may

After a fire, restaurant personnel should

and served, checking incoming shipments provide useful evidence in court or during gather information on its cause(s) and

of foodstuffs for their quality and
wholesomeness, storing foodstuffs under

negotiations of any claims
If the restaurant becomes subject to a

extent of the fire, perhaps to document the

restaurant was not at fault or the damage

proper conditions until they are ready for claim involving possible fault by one of its was not as extensive as claimed The

suppliers, that supplier may be able to
complies with all governmental standards assist in-or even take primary
for its operation, preparing food under responsibility for-disposition of the

clainn

outdated or otherwise suspect foodstuffs 2 In the case of liability to other

- Activities for minimizing bodily storeowners in the mall
injury to customers who may have eaten » Again, employees need to be made

impure food focus on proper treatment of, aware of the restaurant's potential liability
and negotiations with, these customers for spread of fire and should be trained in
The restaurant should be prepared to fire-safe working procedures and in
offer appropriate first-aid setvices and, appropriate conduct during a fire
when necessary, prompt evacuation to a emergency
nearby hospital After the immediate The restaurant's management should

emergency is passed, the restaurant should confirm that the restaurant's premises and

the mall for damage to their premises be prepared to meet 111 customers' medical operations comply with applicable fire

Discovery of loss' clear: Court

The term "discovery of the loss" in a
commercial blanket bond was not
ambiguous, according to a California
appellate court

The court said that the term meant that Pacific-Southern won a judgment of $1 7
the limitation period provided by the bond million in the trial court

began upon discovery of an actual loss, not
upon discovery of anticipated loss

Palomar Financial started two real

estate investment trusts, Palomar

Mortgage Trust Co Perry Davis was
president of Palomar Financial and was

also president, treasurer and trustee of

Pacific-Southern

Pacific-Southern was covered under a
commercial blanket bond issued by the
Insurance Company of North America
that indemnified it for fraudulent acts
committed by its employees up to $1

million In essence, Mr Davis made

numerous misrepresentations about a $1 5 Amenca, Court of Appeal of California,

million loan, in which Pacific-Southern
approved participation in 1973

Later, Pacific-Southern sued to set aside
the participation agreement and claimed
Mr Davis had made fraudulent
representations to Pacific-Southern In the
meantime, the loan was foreclosed

On Dec 21, 1976, Pacific-Southern first
notified INA it had a potential claim INA

refused to indemnify, and
Pacific-Southern sued INA

RMIS commentary

Continued from precedlng page

restaurant employees also should refrain
from any admissions of responsibility but
should, instead, summon appropriate
insurance or other legal assistance

1

The sample questions and answers used
in this column are taken from the Asso-
clate :n Risk Management designation
curriculum of the IIA

For more information on the content
of the A R M. program, wnte Dr G.L
Head, Vp, Insurance Instztute of

America, P O. Box 314, Matvern, Pa
19355

administrator assume responsibility for
any existing claims But, the risk manager

should carefully monitor the transfer of

is somewhat simpler, since the vendor has the old claims to the new administrator to

legal briefs

new one There still are difficulties and
expenses involved, but they are much less
severe

In this case, the risk manager would
On appeaL INA argued’ in part, that inform the vendor with as much advance
Pacific-Southern had failed to bring its notice as possible of the impending

action within two years after discovery of changes The vendor would then act as

the technical abilities to convert data from ensure that none are reopened by mistake

the old insurer and receive input from the or that new claims occurring prior to the

change are not omitted
Solving technical problems that can
accompany a switch in insurer or other
service provider is another matter
Depending on the volume of old claims
and the detail needed for accurate reports,

it may not be necessary to make

its loss as required by the bond The court intermediary between the insurer and risk potentially expensive system
Mortgage Investors and Pacific-Southern said that in the case of a secured loan made analyst, changing the RMIS to accept the

because of fraudulent misrepresentation,
the fraud and the loss do not necessarily receive updates from the former insurer
occur at the same time "The loss may The second maJor recommendation
occur much later or not at all,” the court
said from the provider concerning data

The court added that, if INA had wanted continuity If it is an insured program, the

the notice and the limitations period to policy should contain an endorsement
start upon the discovery of the fraud, it concerning appropriate and regular
could have so stated Pacd:c-Southern updates on the run-out claims The tapes
Mortgage Trust vs. Insurance Co Of North should contain the same level of detailed
information received before the policy
May 18, 1984 (BI/05/M -$5) | cancellation and/or expiration

You should also agree to a fair and

modifications to receive both the new data

new data while maintaining the ability to and detailed information on older claims

In some cases, a single "snapshot" view of

the older claims' value at time of policy

would be to obtain an up-front agreement cancellation, with occasionally manually -

in-put reserve changes, may suffice

But, for detailed, comprehensive
reports, the appropriate data are
necessary In these cases, an external
RMIS vendor, experienced in data transfer
and familiar with most insurance
company systems' requirements, is
helpful Internal data processing
departments simply do not have the time

reasonable cost to continue these services, or manpower to handle a complex change

These abstracts txere prepared by Cases depending upon the volume of old claims quickly

Unlimited Inc A copy of an entire dect- and the degree of detail desired
sion may be obtained by sending a check If your program IS self-insured with
for $5 made out to Cases Unbmited to either an internal or external claims

Business Insurance, 740 N. Rush St, administrator, an agreement is still
Chicago, Ill 60611 List the number for

each opinion

recommended

If you switch claims administrators, it

may be wise to have the new

Despite the problems that data
ownership/control can present for a risk
manager, awareness and careful planning
can help avoid them, and the risk
management information system will do

what it is intended to do-make the risk

manager's Job easier and more efficient -
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ASK A BENEFIT MANAGER

Benefit communication

is difficult and costly,
but it pays off in the end

Although our benefits program costs
the company a lot, we don't make
any special effort to communicate it
to employees. How can | convince
senior management of the need for

- effective benefits communication?

Companies usually spend a great deal
of time and money attempting to
communicate an image to the public.
They are, of course, concerned with the
attitudes of their shareholders, the

- government and the general public
toward their operations.

It is also important, however, that companies concern
themselves with the attitudes of their employees. High
turnover, low morale and decreased productivity are the
costly byproducts of this oversight.

And, since their benefits are very important to
employees, the way that a company communicates its
benefit program has a tremendous impact on the attitudes
of employees toward their company.

Many companies, however, still treat their benefits
program as essentially passive-to be communicated only
when triggered by a specific event, such as a specific
benefit change. This is because communicating employee
benefits is probably more difficult than other
communication efforts.

The factors that make communicating a benefits
program so difficult are:

- Benefit programs are necessarily diverse, since they
are designed to affect and protect employees in many
different types of situations (e.g. death, disability or
retirement). An effective communications program,
therefore, necessarily begins with a rational, competitive
benefits package.

+ Benefit provisions are complex, and the potential for
confusion and misunderstanding by employees is great.

+ Benefit plan provisions are detailed, and this detail
must be communicated accurately.

The job of effectively communicating benefit programs
to employees has also been further complicated by
governmental legislation, beginning with the Employee
Retirement Income Security Act. This legislation has
mandated many complex and technical changes to benefit
plans and required that these changes be communicated to

employees.

As a result, employees are being hit with more technical
benefits information than they ever had to deal with
before. And, as a result of that, it's difficult for them to
focus on the basics of their benefits package and to see the
"forest rather than the trees".

Having participated in many industry panels dealing
with this subject, | know the problems involved. However,
| believe that the challenge of effectively communicating
benefit programs must be met if a company is to obtain
maximum value for its benefit dollar.

Furthermore, | believe that this challenge really
represents an opportunity for us to effectively relate our
benefit programs and their costs to our companies'
business needs.

Of course, despite high costs, your benefits program may
not be generally competitive with programs of other
companies, and your management may understandably
not want you to make any special efforts to communicate
it.

Your first task in this instance would be to examine the
benefit levels and costs of your program, and develop a
strategy over the longer term-e.g., three to five years-to
provide a competitive program for your employees at the
least possible cost to your company.

The Perspective section, which is a forum for readers'

opinions, is compiled and edited by Copy Editor
Alison Kittrelt. She can be reached at 312-649-5262.

If your program is competitive, develop a

' communications strategy that will relate your benefit

programs to the company's business needs. The objectives
for such a strategy will vary according to the company,
but they should be specific.

At my company, for example, we have two benefit
communication objectives.

First, employees should recognize the cost of the benefit
program and, correspondingly, the value to them of the
benefits program.

Second, employees should recognize that the company's
ability to maintain the program depends on its
profitability and that we need to work hard to sustain and
increase the company's profitability.

Once you have formulated your communications
objectives, incorporate them in a recommendation to

management for an'expanded communications effort.

Your recommendation should include:

= Al list of the communications in current
use-including those required by law-and their costs and
dates of distribution.

- An evaluation of their effectiveness and a list of
additions or deletions that you believe will improve the
total package.

* Recommendations for the use, where appropriate, of
specific communication techniques, such as audiovisual
presentations or group meetings.

- A list of the costs of additional materials you feel are
necessary. However, be sure to make maximum use of
your company's internal resources. In this way, you will
not only keep outside charges to a minimum, but you will
also have the opportunity to involve the other managers
and departments in your company in your
communications effort.

- Data on your company's payroll cost and the total
cost of your employee benefits program. This will help
show management the relative value of the proposed
communication effort when compared with the total cost
of the company's benefit programs.

Finally, employee understanding and appreciation of
your benefit programs can only be achieved through a
long-range, continuing communications effort that builds
on the important aspects of your benefits program.

This is a tough challenge, and its success will be difficult
to measure. But, it must be attempted if your company is
to get the most for its benefit dollar in terms of employee
morale and productivity.

401(k) savings program
often is strengthened
by a provision for loans

My company recently amended our

savings plan to allow employees to

make pretax contributions under

Section 401 (k) of the Internal

Revenue Code. The plan is very

- popular with employees, but some of

them now are asking that we adopt
a loan provision so that they can borrow against their
401 (k) accounts. How does such a provision work, and
do you think that it is appropriate to a savings plan?

Savings plans are extremely popular

with employeez these plans are more

easily understood than defined benefit

plans, and employees usually can

actively participate in the plan by

- determining the amount of their

individual contributions and by
making investment decisions.

In addition, employee contributions are generally
matched in some portion by an employer contribution,
and there is the convenience of saving by payroll
deduction. In addition, the adoption of a plan with the
401 (k) feature, named after the section of the Internal
Revenue Code that authorizes the plans, allows employees
to exclude a part of their salary from taxable income and
contribute it to the plan.

Perhaps the major reason for the increasing popularity
of these plans, however, is that they are perceived by
employees as being more effective in addressing their
individual needs. This perception is reinforced by the
changing demographics of our workforce, and savings
plans are ideally suited to address these demographic
changes.

For example, older employees can use these plans for
retirement income, while younger employees can
accumulate savings for a home or for their children's
education.

The diversity of individual need among employees is
accommodated in savings plans not only by allowing
employees to determine the amount of their contribution
or to choose among investment funds, but also by usually
permitting them, subject to certain restrictions, to
withdraw a portion of their account while they are still
employed. In the case of pretax contributions to a savings
plan, this option is restricted by the Internal Revenue
Service to withdrawals that meet certain "financial
hardship" restrictions, or to withdrawals when the
employee reaches age 591/2.

The employee's pretax account balance, however, can
be made available to him or her through a loan provision,
without the requirement to demonstrate "financial
hardship."

The Tax Equity and Fiscal Responsibility Act of 1982
specifically permits loans to employees subject to certain
limitations, and most 401 (k) loan provisions allow
payment of all or part of the employees pretax account
balance, subject to the TEFRA limits.

Repayment of the loan-including both principal and
interest-usually is credited back to the participant's
account.

The loan provision also usually provides for a minimum
amount or limits the amount of loans a participant may
have during a specific period of time. Under TEFRA, it
must provide for repayment within five years unless the
loan is used for acquiring, constructing or substantially
rehabilitating a principal residence.

The interest rate that is to be charged the participant is
generally tied to an outside index: At my company, for
example, the interest rate is fixed at 1% above the prime
rate as established by the Morgan Guaranty Trust Co.

Some companies have felt it necessary to adopt a loan
provision to attract the younger, lower-paid employee to
the 401(k) plan and thereby meet the 401 (k)
discrimination test.

Aside from this, however, | see no good reason, given
the diversity of employee needs, why an employee's
pretax account balance should not be made available to
him or her by means of a loan provision, especially if the
provision requires payment of the withdrawn amount
through payroll deductions and limits the number of times
or the amount an employee may borrow from his or her
account.

The only reservation | would have in this regard is in
cases in which the 401(k) savings plan is going to provide
the only source of retirement income for the employee.

Would you like advice from an experienced colleague
on a risk management or benefit management prob-
tem? Two features in the Perspective section of Busi-
ness Insurance can give YyOou some answers.

Ask A Benefit Manager and Ask A Risk Manager an-
swer written questions from read-
ers on risk and benefit manage-
ment issues.

This month's column, on em-
ployee benefit issues, is written by
Joseph Duva, director of employee
benefits and compensation at SCM
Corp. in New York. Next month.
Ralph F. Perry Jr., vp and director
of risk management at Amfac Inc.
in San Francisco, answers risk
management questions.

Mr. Duva Mr. Duva's and Mr. Perry's col-
umns appear alternately each month. Mr. Duva's next
column will appear in May.

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

Continued from page 3
without this feature.

» Plans with a loan provision
have a 6% higher employee partici-
pation rate than those without.

"(These provisions) simply make
the plan more attractive,"” Mr. Roch
said. "If employees can view it as a
capital accumulation device,
whereby they can have access
while they are still employed, and
when employer matching is in-
volved. . .it s almost hard not to
take it."”

Employer matching contribution
is a popular 401 (k) plan feature,
both with employees and employ-
ers, the survey notes.

Some 61.77 of eligible employees
made pretax contributions to 401(k)
plans in which the employer
matches employee contributions,
compared with a 52.8% participa-
tion rate in plans without an em-
ployer match.

Some 84% of the 199 401(k) plans
surveyed included some kind of
employer matching contribution.
And, 55% of the plans that did not
provide employer matching contri-
butions did have provisions for
some other kind of employer con-
tribution, like discretionary or
profit-sharing contributions.

Only 7% of the surveyed plans

precluded any corporate contribu-
tions.

Of the plans providing for an em-
ployer matching contribution, the
most common match was 50 cents
for each dollar contributed by the
employee; 39% of the plans
matched employee contributions at
this rate. But, 21% of the surveyed
plans matched at a rate greater
than 50 cents on the dollar, includ-
ing 14% that matched employee
contributions dollar-for-dollar. In
16% of the plans, the employer
matching contribution was profit-
related.

The survey also found a higher
rate of employee participation in
plans with a hardship withdrawal
provision, which allows employees
experiencing "extreme hardship"
to withdraw the funds from their
401 (k) funds before retirement.

Some 63.4% of eligible employees
participated on a pretax basis in
plans with hardship withdrawal
provisions, compared with a 53.9%
participation rate in plans that do
not.

Some 87% of the surveyed plans
have a hardship withdrawal provi-
sion, even though the Internal Rev-
enue Service has not issued its final
rules on hardship withdrawals.

Ten percent of the plans do not
allow hardship withdrawals. And,
3% of the plans surveyed have a
provision for hardship withdrawal
written into their plan documents,
but the provision will not be used
until the IRS rules are issued.

The largest number of the plans
with a hardship withdrawal provi-
sion-46%-allow the withdrawals
for the purchase of a primary resi-
dence, the education of a family
member or in the case of death or
serious illness in the family

An additional 34% allo-v with-
drawals for these and some other
kinds of extreme hardship, like loss
of property or a catastrophic ex-
pense.

A few plans are even more lib-
eral in their interpretation )f hard-
ship. For example, 5% of the plans
with a hardship provision allowed
withdrawals if the employee gets
divorced; 4% allow withdrawal for
legal expenses; 3% allow with-
drawal if the employee loses his or
her job; and 2% allow witndrawal
for remodeling or repairinE an em-
ployee's primary residence.

In addition to the hardship with-
drawal provision, 36% of :he sur-
veyed plans have a provision that
allows participants to borrow some
or all of the money in their 401 (k)
account. An additional 10% plan to

include such a provision in 1986 or
1987.

Hewitt's Mr. Roch said he ex-

pects the number of plans offering
a loan provision to continue to
grow. He said the reason relatively
few plans have offered the provi-
sion is "primarily that employers
are hesitant to get involved in the
administration and communication
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involved in loans. But, (loan
provisions) seem to be becom-
ing more popular as the
amount of money accumulated
in the 401(k) plans gets
larger.”

This option also increases
employee participation, the
survey shows An average of
63.7% of eligible employees
participated on a pretax basis
in plans with a loan provision,
compared with 58.2% in those
without.

Approximately 15% of the
plans with loan provisions re-
quire employees to satisfy
some definition of "extreme
hardship" before granting a
loan. And, 79% of the plans
with a loan provision limit ei-
ther the number of loans that
can be outstanding at one time
or the number of loans that
can be made in one year.

Ninety percent of the plans
with a loan provision require
employees to borrow a mini-
mum amount, which is usually
$1,000.

Some 46% of the plans allow
an employee to borrow all of
his or her vested funds, but
30% allow the borrowing only
of employee contributions.

The average interest rate
charged by the plans with loan
provisions was 11.61%, and 48%
of the plans set their rate ac-
cording to the interest rate
being charged by some type of
financial lending institution.
The remainder used some
other indicator.

In addition, the survey said,
in the average plan offering a
loan provision, 15% of the eli-
gible employees have a loan
outstanding.

The survey found that 28%
of the surveyed plans have
both a loan and a hardship
provision. And, only 6% of the
plans have neither a loan nor a
hardship provision.

Although the hardship and
loan provisions in some 401 (k)
plans are under attack on Cap-
itol Hill, (BI, Jan. 28), Mr. Roch
was quick to point out those
provisions only enhance em-
ployee participation.

"Although we're getting
rumblings from Washington
that certain parties aren't par-
ticularly enamored with hard-
ship withdrawals or loan pro-
visions, plans without either
provision still have a rela-
tively high level of employees
participating. . .and participat-
ing at relatively high levels,"

he said.

The survey also revealed

that the average 401 (k) plan

deferral among all'employees’
eligible to join the plans was
4.1% of salary.

The average annual deferral
among all employees who ac-
tually participated in a 401(k)
plan was 6.7%.

The percentage of salary de-
ferred into a 401 (k) plan rose
along with the employee's sal-
ary, according to the survey.

Among eligible employees
earning less than $15,000 a
year, the average deferral was
3.2% of salary. But, average
salary deferrals rose to 3.8% of
salary for eligible employees
earning $15,000 to $30,000 a
year; 4.8% for those making
$30,000 to $45,000 a year; and
5.9% for those making $45,000
to $60,000 a year.

And, among eligible em-
ployees earning more than
$60,000 a year, the average de-
ferral rate jumped to 7.4% of
salary.

Copies of "Survey of Plan De-
sign and Experience in 401 (k)
Sa|ary Reduction Plans™ are
available for $25 from Lori
Cuda at Hewitt Associates, 100

Half Day Road, Lincolnshire,
m. 60015.



Brokers ask states to delay
approval of new CGL forms

Continued from page 2

vp with Chicago-based broker Rol-
lins Burdick Hunter Co. Mr. Hayes
is chairman of NAIB's research and
development committee.

The current CGL policy includes
limits on several types of perils, but
does not contain an overall cap on
liability coverage.

NAIB members also believe that
the provision allowing insurers to
charge up to 200% of the policy pre-
mium for tail coverage on claims-
made policies "could limit the in-
sured's options as far as moving
from one underwriter to another,”
according to Mr. Hayes. He says
brokers see this provision as "anti-
competitive."

NAIB members see ISO's total
exclusion of pollution liability cov-
erage as "disasterous because of the
condition of the (environmental
impairment liability) market,” Mr.
Hayes explains.

The market for EIL coverage has
been steadily eroding over the past
two years.

Elimination of sudden and acci-
dental pollution coverage from the
CGL policy "really creates a di-

The NAIB'has not

raised any new
issues,' says
a spokesman
for ISO.

lemma for everyone engaged in
commercial enterprise in the coun-
try,"” Mr. Hayes maintains.

Almost every manufacturing op-
eration in the country has a sudden
and accidental pollution exposure
and the unavailability of coverage
for this exposure would leave
many companies with no protec-
tion against the potential for mil-
lions of dollars in pollution liability
claims.

The decision to ask state regula-
tors to hold hearings on the new
CGL policy forms was unani-
mously approved by NAIB's board
of directors last week, Mr. Hayes
said. "After many hours of analyz-
ing these changes, we felt that they
would substantially reduce the pro-
tection afforded commercial in-
sureds," he says.

"We believe that the coverage
being proposed is radically differ-
ent from what exists and that peo-
ple will suffer," Mr. Hayes main-
tains.

The NAIB wants state insurance
commissioners to hold hearings on
the new forms because it believes
the ISO-backed changes are "not
sufficiently understood by the en-
tire insurance community," he
added.

Mr. Hayes says that the letter
represents the first time that NAIB,
the national trade group for the in-
surance brokerage industry, has re-
quested hearings on proposed
changes in insurance contracts.

Mr. Hayes expects a favorable
response from insurance commis-
sioners.

However, an ISO spokesman says
that NAIB "has not raised any new
issues, and | would expect insur-
ance commissioners would recog-
nize the need for the introduction
of the new forms."

The proposed policy forms would
be available for use by insurers
Jan. 1. 1986 under ISO's implemen-
tation plan.

Just what effect the NAIB action
will have on the use of the insurer-
supported CGL policy forms is un-
clear. The proposed contracts al-
ready have been approved in 12
states and would be available for
use Jan. 1, 1986, in eight others that
do not require prior approval of

new insurance policies by state in-
surance commissioners.

ISO officials are confident that
the new CGL policy forms will be
approved in most states prior to
Jan. 1,1986.

In January, two other trade
groups that had opposed the new
CGL policy forms-the Indepen-
dent Insurance Agents of America
and the National Association of
Professional Insurance Agents-
dropped their oppostion to the pro-
posal after ISO agreed to revise the

extended-reporting-period section
of the new claims-made contract

(Bl, Jan. 28).

ISO agreed to include a 60-day
mini-tail without charge. During
that period, the policyholder could
buy full tail coverage in the event
of non-renewal or cancellation. i
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E:Crawford Risk Control

helped me reduce Hardee's total
loss experience by approximately
30% ...we have added nearly

$1,000,000 to our bottom /ine."

Susan Werner, Director of Risk Management, Hardee's Food Systems, inc.

Risk Control Services have traditionally been
sold as a standard safety program with bits and
pieces; a patch here for a perceived problem,
another patch there. But standard prepackaged
solutions to workers' compensation or other loss
experience problems never truly work

There is anotherway, as Susan Wernerdiscovered.
The Crawford way. When Sue, Risk Manager for
Hardee's (including its 850 fast service restaurants
plus several manufacturing and distribution facili-
ties) and Crawford got together, Hardee's was
experiencing rapidly escalating incidence and
cost in workers' compensation, general liability,
auto liability, and product liability claims.

Eighteen months later, Sue can point with pride
to reductions in loss experience achieved by the
personnel at Hardee's with the help of Crawford

Risk Control Services.

For more information, contact:

Jim Sybert

Crawford & Company

Risk Control Services

5620 Glenridge Drive, NE #1100
Atlanta, Georgia 30342

(404) 256-0830

or you r local Crawford representative

What happened in the intervening time is a story
of Crawford Risk Control's research, analysis, and
implementation of a Risk Control Action Plan
specifically designed to meet Hardee's needs.

The professionals at Crawford Risk Control Ser-
vices would like to help you reduce and control
your total loss experience. We create and main-
tain a total risk management perspective, af-
fording you a well-researched, coordinated, com-
prehensive action plan that works in conjunction
with your organization.

For information abouttheCrawford way, give usa
call. We will be happy to tell you more about how
Crawford helped Hardee's reduce its total losses
or how Crawford Risk Control Services can

help you.

Crawford

RISK MANAGEMENT SERVICES
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tute, $280 Contact Registrar, ILCI, P O Box 345, 4800 tion seminar in Sacramento. Calif. sponsored by
Loganville, Ga 30249, 1-800 554 6001, 404-466- the International Loss Control In.titute. $420
2208 APRIL 16 Surety Claims '85-New Directions Those interested should contact tke Registrar, m Washington, sponsored by The American Assr
in Suretyship conference in Seattle, sponsored by ILCI P O Box 345, Loganville, Ga 30249,1-800- of Preferred Provider Organizations and Health
Care Competition Week, $445 members or sub-
scribers, $490 for non-members or non-subsenb-

APRIL 18-19 Lessons from Success conference

non-members, reduced fees for part of the confer national Foundation of Employee Benefit Plans, Brower, Conference Coordinator, CMA Consult- APRIL 18 Resource Conservatio[ and Refov- ers Contact the Conference Registrar, AAPPO
enee RIMS Conference Departinent 2(5 E 42nd $420 for members, $495 for non members Also ing Group, 170 E Hanover Ave, Morristown, N J ery Actseminartn Washington,sponsored by the 4301 Connecticut Ave. NW #139, Washington,

St New York N Y 10017

APRIL 15-16 Insurance/Credit Enhancement
seminar in Palm Desert, Calif, sponsored by Stan- 53008-0069
dard & Poor's Corp, $500 Gail Neuman, Standard
& Poor's Corp , 25 Broadway, New York, N Y

10004,212 208-1702

APRIL 15-16 Practical Management Over

Rates Display classified is $73 26 per column inch, minimum of one inch Straight
classified is $6 50 per hne, minimum of 5 lines Count 34 characters per line (include
each space and punctuation as a character). Additional $13.00 charge for blind box
ads Responses to blind box ads must fit mto business size envelope Reponses are

forwarded daily
EQUIPMENT

AIRCRAFT FOR TRADE (MU2)
FOR INSURANCE AGENCY
Please call Jim at 215 374 4041 (day)
or 215 777 1120 (evening)

1-ONG HAUL TRUCK

- Worker-, Comp - Bobtail
= Cargo - General Liability

- One A Rated Admitted Mkt

1-800.647.3769

H.rixrt F Baktr Pre.cl.,1,

1 Amen<on Owner/Operator
,|86 Underwhters In(

RISK MGR'S. T.PA'S,
SELF INSURED'S
RISKMASTER

Complete software products
available for Gen Claims Work
Comp incidents, Vehicle Acci

dents, and others Installed m
over 20 states on [BM PC s and
larger systems Free 70 page au-
tomation notebook and freesem-
inars Call Mark Dorn, Prod Mgr,
COMTEQC, Inc (313) 478-8775,
or write, 24350 Indoplex Circle
Farmington Hills, Ml 48018

Business Insurance
Circulation

Breakdown™

Commercial Consumers
Administrative

CEO's presidents and owners 2513
Vice presidents, general managers and
other administrative personnel 2 573

Financial

Chief financial officers and vice-pres!

dents of finance 2,168
Secretaries treasurers, controllers and
other financial personnel 7167
Risk/employee benefits

Vice presidents directors managers,
and other related department personnel
of insurance, risk, employee benefits

personnel compensation, pension, safe

ty, security, Industrial relations, human

resources and employee/labor relations

8,206
Sub-total 22,627
Associations 1,081
Government. unions and
educational systems 944
Commercial Consumers
Sub-total 24,652

Insurance agents and brokers 9,524
Insurance companies 5,867
Financial institutions 556

Actuaries attorneys, adjusters apprals-

ers and consultants 3,265
Others allied to the field 1143
TOTAL 45,007

* Source Business/Occupational break-
down of qualified circulation, Nov 5,
1984 issue as submitted to BPA for Dec
1984, BPA Publisher's Statement

June 17-19 in Lake Tahoe Nev, and Sept 23-25 in 07960, 201-267-7171
Banff, Alberta, Canada Contact Regis ration De-
partment, IFEBP, P O Box 69, Brookfield, Wis

Hazarcous Waste Treatment Council and The En- D C 20008

vironmental Defense Fund, $295 $55 for subse-
APRIL 16 NYPHRM, DRGs or Whar confer quent -egistrants from same compary Those in APRIL 1849 A Brief Course in Reinsurance In
ence m New York, sponsored by The New York terested should contact Richard For-una, HWTC. New York. which 15 being sponsored by The Col-
Group on Health Inc , $10 for members, $25 for 1919 Pennsylvania Ave NW, Washington, DC lege of Insurance, $145 Those interested should
APRIL 15-19 Safety in Chemical Operations non-members Write or call Registrar, The New 20006, 202-296-0778 contact Laura Mckeon, Professional Development
course m Chicago, sponso-ed by the Safety Train- York Business Group on Heal h Inc, 1633 Broad Programs, The College of Insurance, One Insur-
ing Institute of the National Safety Council, $595 way-46th Floor, New York, N Y 10019, 212 397- APRIL 18-19 Third Annual Finamial Services ance Plaza 101 Murray St, New York, N Y 10007,

for members, $740 for non members Registrar, 1260 institute m New York, sponsored b> the Practis- 212-962-4111

the professional marketplace

RATES AND CLOSING TIME:

Closing Published every Monday Copv must be in written form by noon
Tuesday. 6 days preceding publishing date No verbal phone copy accepted
Prepayment required Mail ads to Beverly Kluxdal, Classified Advertising,
740 N Rush St., Chicago, IL 60611 For more information call 312-649-5340

Could 2 plus 2 equal 59 Prmcipal in $400 000

Ins. Market

for Contractors

SEEKING P/C CARRIER

$3 000,000 Agency with 51% Commer-
c al P&C loss ratio seeks carrier wish-
ing to associate for PROFIT Agency
has full computerized rating under-
writing and policy issuing facilities In-

commission agency in Galleria area of Hous
ton desires merger with or acquisition of
sinitarsize firm Ideaisellminationolover

head and other cost saving ideas Mostly
srrali to middle size commission accounts

Interested m buying or acquiring small

RISK MANAGEMENT
ANALYST

PERDUE INC istfelargestsupplierof
fresh poultry prod-cts to the mid-At-

Desire A-rated co to pro- terested inincentive type program So bolks 01 P&C business Looking for outside lantic/Northeast United States The

vide P/C coverages for
heavy construction con-
tractors in Southeast Op-
tion to write coverage ex-
cluding Workers' Com-
pensation is necessary
Please contact

Box 163, Business Insurance,
740 Rush St. Chicago. IL 60611

SR. BENEFITS
ADMINISTRATOR

To manage pension plans-both
salaried and hourly-for one bil-
lion dollar corporation Knowl-
edge of government regulations
plus pension systems required

Excellent opportunity for promo- 1

lion to Benefits Manager Con-
tact
Warren McGarty
DON HOWARD ASSOCIATES
500 N Michigan Avenue
Chicago, IL 60611

312-222-1980

WANTED

POLICY ISSUING INS. CO.
Nationwide insurance adnin-
istrator seeks policy issuing
ins co to assist In setting up
an aviation management divt-
sion Must take small por-ion
of risk on quota share basis
Administrator has excellent

reinsurance connections with

Class A+ security Contact
T J McNerney, President-
American Trust Administra-
tors, Inc 913/469-8000-KC

area

MANAGING VICE-PRESIDENT

Progressive, well known regional
broker has management oppor-
tunities for quallity insurance
professionals Candidates must
have production experience ad-
ministrative abilities and people
handling skills These positions
offer bottom line responsibility
managing independent agen-
cies Locations in both Southeast
and Northeast Attractive salary
and benefit package including
stock purchase plan Please re-
spond to
Box 1655, Business Insurance

740 Rush St, Chicago, IL 60611

CONSULTANTS,
AGENTS,
RE-SELLERS,
DEALERS

Leverage your experience and
time Nationally estab Risk Man-
agement software products
available for re-marketing Com-
patible with IBM PC and larger
systems Good margins, current
leads and good support Call the
re-marketing manager, COM-
TEC, Inc, (313) 478-8775 or
write, 24350 Indoplex Circle,
Farmington Hills, Mi 48018

Calif area
Box 1656, Business Insurance
740 Rush St, Chicago, ILL 60611

brokers as well Please respond to
Box 1669, Business insurance
740 Rush St, Chicago, 11 60611

BUSINESS WANTED

INSURANCE BROKERS

Our clients-a firm of PROGRESSIVE LONDON BASED INSURANCE BROKERS-are
looking to purchase a CONTROLLING interest in a similar firm m the USA

The IDEAL candidates will be well connected with retailing agents, and UNDERWRIT
ING FACILITIES extending to CURRENTLY placing a GENERAL PORTFOLIO in LONDON
would be an advantage

Thesituationcould well suit a RETIREMENT/CAPITAL REALISATION program for ore
or more partners

At] replies in the STRICTEST CONFIDENCE to our NEW YORK office

C N KENYON

KENYON BUSINESS SERVICES LTD

BOX 76

521 FIFTH AVE

NY, NY 10175

Tel 212-752-7510

SENIOR ACCOUNT EXECUTIVE
(GROUP CONSULTANT)

Outstanding opportunity to join a national brokerage organization
Eligible candidates must have a minimum of five years experience in
working with group insurance (especially large experience rated
cases), indepth knowledgeof group medical, LTD, lifeand weeklyin-
demity, and proven ability to commuricate with corporate execu-
tlvesandotherinsurancebrokers Attractivecompensationandben-
efit package offered
Send Resume to
William R Roark, Vice President
CORROON & BLACK BENEFITS, INC
P O Box 1280

Nashville, Tennessee 37202

An Equal Opportunity Employer

RISK MANAGER

Cityof Stamford, Connecticut, (population 103,000) seeks a
highly skilled and innovative individual to direct its Risk
Management Program Negotiates purchase of insurance,
excess insurance, and risk management services, oversees
broker activities and outside claims adjustment companies,
service providers, reviews lease agreement, works closely
with city departments, coordinates citywide safety pro-
grams Position requires at least three years of relevant ex-
perience, preferably in the public sector Salary mid to up-
per 30's Send resume to

Gregory Berg, Risk Planning Group/Tillinghast
722 Post Road, Danen, CT 06820
Equal Opportunity Employer

COST CONTAINMENT

General American is a major life and health insurer with a national
reputation forsuccess in the employee benefits marketplace Weare
a largecasecompany withastrong commitment tocostcontainment
techniques that enhance our quality product offerings

We offer our client companies a variety of cost containment alterna-
tive options that include health risk appralsals, employee communi-
cations programs, utilization review, PPOs, and sophisticated data
analysis and reporting We are seeking the right person to assist in
the development of additional cost containment options and to pro-
vide cost containment consultation to our prestigious list of clients

Qualified candidates will have a graduate degree in Health Planni-,g
or Administration with 2-5 years of professional experience Candi
dates must be aggressive, articulate, and ableto work effectively w th
majoremployerclients Theabilitytotravelregularly,srequired Ex-
perience in marketing and/or contract negotiations ts desirable

For confidential consideration, send resume and salary require-

ments to

Susan Michael
General American Life
P O Box 14490

-,0 ,=SURA.c, co=,Am¥ St Louis, MO 63178

Corporate headqu irters for our multi-

state operations (57.0 mi

on sales,
10,000 employeesl is located In Salis-
bury Maryland, a coastal city that is
within easy commute of mator metro-
politan areas Due to our -ontinued
growth, we need in additional RISK
ANALYST to assistin the ideitification
and analysis of loss exposure risk fl-
nancing control p ograms and tech-
meal advice to senicr management
Candidates should possessadegreein
finance, business cr Insuranie, with 1-
3 years of Risk Management expert-
ence and exposure to uncerwriting
claims and loss coilrol For conflden

tial consideration * end a resume to

PERDUEINCORPORATED
Attn Kenn- L Colbert
Manager Corpo ate Recruitment
PO Box 1537

Salisbury Maryand 21801-1537

ASSISTANT VICE PRESIDENT
TREATY UNDERWRITER

Tle First Horizon Insurance
Co s seeking a highly qualified
person for the position of treaty
underwriter Qualified candidate
should possess 3-6 years of mui-
ti-line treaty underwriting experl-
ence

First Horizon offers a salary
commensurate with experience
and qualifications, a comprehen-
sive benefits package and an en-
vironment enhancing profes-
sena growth, development and
challenge Candidates interested
In this opportunity may send
their resumes in confidence to

Peter Taubenheim
V P Treaty Underwriting
First Horizon Insurance Co
P O Box 9300
Minneapolis Minnesota 55440
612/475-7270

An equal opportunity employer

DIRECTOR OF EDUCATION

Independen: Insurance Agents of lllinois, based In Springfield
with office in Chicago, seeks a self-starter, innovative person
to assume positionas Directorof Education Position willen-
tall-researc-1, development and implementation of Educa-
tion prograns for association members College graduate,
familiarity w th Property & Casualty Insurance and the Inde-
pendent Agency System, as well as teaching ability in adult
education-all preferred qualifications Limited travel re-
quired Submr resume in confidence with salary require-

ments to

Roy E. Robinson, Executive Director
Independent Insurance Agents of lllinois
300 Realtors Plaza

Springfield, illinois 62703

*cost, it
13*cativi

Blue Cross and Blue Shield of Florida, Inc is seeking
experienced Insurancesalespeopletomarketourgroup

health programs to large sized businesses in several
Florida loiations The incumbent must have excellent

negotiat O1, communication, presentation and
interperscnal skills, andthe ability to transactcomplex

contractual agreements

The ideal incumbents must possess or be able to pass
the test or the necessary state insurance license

Excellen product line knowledge ts essential

Demonstration of effective selling skills, self-initiative
and self-cevelopment is Imperative

We offer an excellent incentive bonus program,
company Dar, and If necessary, relocation assistance,in
addition o a competitive base salary and excellent
benefit package This position provides optimum
upward mot),liti and career opportunity If your
backgrouid meets our qualifications, please send
resumeard salary historyinconfidenceto (Pleaserefer
to job #68380 when responding )

Howard Conner

Corporate Recruiter
Blue Cross and Blue Shield of Florida, Inc.

P O Box 1798

Jacksonville, FL 32231

An Equal Opportunity Employer M/F

1 Blue Cross

m Rj/ Blue Shield

ol Florida

A Career Investment With Substantial Rewards



Continued from page 1
business was written by ICl in 1984.

Mr. Dean said the losses were the
result of "considerable underprovi-
sioning for losses of previous
years," rather than heavy claims
activity in 1984.

Mr. Dean noted that Allied Irish
Banks had injected 40 million Irish
pounds ($37.2 million) in new capi-
tal into the insurer last year in an
effort to strengthen ICI.

However, :'lt became apparent
that the restoration of the insur-
ance company to full health would
require major funding and a sub-
stantial further investment,” an
Irish government statement reads.
"Allied Irish Banks informed the
authorities of the position and of
the need for remedial action of the
kind that is being taken.

"In the government's view, it
would not be feasible for the parent
company, Allied Irish Banks, to un-
dertake the reorganization measure
required."

South Carolina

selects regulator

COLUMBIA, S.C.-dohn G.
Richards, who has been the acting
insurance commissioner in South
Carolina for several months, is as-

suming that role on a permanent
basis.

Mr. Richards, 35, was named in-
surance commissioner March 7. He
replaced Rogers T. Smith, who re-
tired Jan. 31 for health reasons (Bl,
Feb. 4).

"During the extended iliness of
former Commissioner Smith, Mr
Richards demonstrated the admin-
istrative abilities and insurance ex-
pertise required of the office," said
Thomas E. Rogers Jr., chairman of
the state Insurance Commission
which appointed Mr. Richards.

"Mr. Richards' 13 years of expe-
rience in working with insurance
has prepared him well for the chal-
lenges that are ahead in dozens of
areas of insurance that are super
vised by the Department of Insur
ance," Mr. Rogers said.

In addition to being insurance
commissioner, Mr. Richards is now
chairman of the Board of Gover
nors of the South Carolina Auto
mobile Insurance Reinsurance Fa
cility, the Medical Malpractice
Joint Underwriting Assn. and the
Patients' Compensation Fund.

Mr. Richards joined the South
Carolina department in 1973 and
has served as deputy commissioner
Before that, he was legislative as
sistant to former Gov. John C
West.

Mr. Richards has an undergradu
ate degree in political science from
The Citadel in Charleston. He has
done graduate work in political sci
ence and has attended the Univer

sity of South Carolina School of

Law.
Eakin to assume

post in Indiana

INDIANAPOLIS-Harry E
Eakin, who has done "a little bit of
everything in insurance at one time
or another," is going to try his hand
at regulation starting April 1, when
he becomes Indiana's insurance
commissioner.

Mr. Eakin, 58, was appointed to
replace Don H. Miller, who is retir
ing from the post he's held since
1981 (BI, Feb. 25).

For the past six years, Mr. Eakin
has worked in Marion County as
the county auditor, which is an
elected position. He also was presi
dent of the Speedway Town Board
for seven years.

Mr. Eakin also had worked for
various insurance companies for

some 29 years, including Lincoln
National Life Insurance Co.

Allied Irish Banks first pur-

chased a 25% stake in the insurer in

1931 and acquired the remaining
ICI shares in 1983.

"We certainly did not buy ICI be-
cause it was in trouble,"” Mr. Dean
noted. "We hear stories after the
event. We thought then Ehat it was
the sixth-largest public company in
Ireland.”

When it sold the insurer to the

government, Allied Ir-sh Banks
wrote off its 90 million Irish pound
($83.7 million) investment in ICI,
said Mr. Dean. The bank has indi-
cated it will sue the accounting
firm of Ernst & Whinney, which
audited ICI when the bank ac-
quired it in 1983, to recover its
losses.

ICI| posted operating income of
600,000 Irish pounds ($558.000) in
1983, the year the bank purchased

the insurer. ICl's property/casualty
gross premiums written totaled 389
million Irish pounds ($361.8 mil-
lion) in 1983. Underwriting losses
totaled 15 million Irish pounds ($14
million), which was offset by 15.9
million Irish pounds ($14.8 million)
in investment income. Including
other gains, ICI posted a pretax
profit of 2 million Irish pounds
($1.86 million).

Any funds needed to cover losses
at ICI will be provided by the gov-
ernment under the the Irish Insur-
ance (No. 2) Act of 1983, said the
spokesman for Mr. McCann.

About 60% of the business writ-
ten by ICI was coverage for risks
outside Ireland, and much of that
business was written by ICl's Lon-
don office.

"ICI took a lot of business in the

London market,"” said Hamish Rit-

00(Z
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Irish government takes control of insurer

chie, chief executive of broker
Bowring U.K. Ltd. in London, an
affiliate of Marsh & MeLennan
Cos. Inc.

Bowring has not yet decided
whether it will continue to place
business with ICI. "If they are sup-
ported lock, stock and barrel by the
Irish government, | think we will
consider them secure. .and have
ICI write business.”

Broker support for ICI may de-
pend on what types of lines ICI
continues to write, Mr. Ritchie said,
noting ICI had been a leading mar-
ket for excess coverage and rein-
surance.

However, IClI's troubles is mak-
ing at least one U.S. broker reluc-
tant to deal with the insurer,

"Quite frankly, | would be re-
luctant to use them even though
the Irish government is backing

them," noted Earl R. Lanning, vp
in charge of surplus lines opera-
tions at The Crump Cos. Inc. in
Memphis, Tenn.

Mr. Lanning had done some
business with ICI, but stopped plac-
ing business with the insurer when

it stopped underwriting through its
U.S. branch.

Another U.S. broker, who asked
not to be named, said the Irish gov-
ernment's guarantee is a good one
and it lessens what could be "far-
reaching repercussions.”" m

Executive Placement

Nationwide specialists In

COMPENSATION & BENEFITS

V.I.P. RESOURCES, INC.
278 Crafton Avenue
Staten Island, NY 10314
(718) 494-6725 Joseph Gross
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Insurer results tinue, predicts David Anthony, an says a Chubb spokesman "Much of the rate increases are to property/casualty insurers sells
) analyst with Smith Barney Harris In addition, The St Paul COS is pay for Inadequate loss reserves," municipal bonds to another com-
Continued from page 1 Upham & Co Inc in New York in the process of issuing $100 mil- and therefore not all the ncreases pany for their cost plus a small pre-
cause the severe underwriting Company officials agree more in- lion in Eurobonds, which are bonds will show up on the bottom line, mium The buyer is also given a
losses have eliminated much of the creases are needed Seattle-based sold on the European markets The according to Conning's M- Rosen- "put," entitling it to sell the bonds
need for non-taxable income SAFECO plans 25% average in- proceeds from the sale of those crants back to the insurer after a period of
* Net written premiums grew creases this year, says George P bonds will be added to the capital Other tactics used by insurers to time
by 8% to $47 9 billion for the year, Yonker, assistant controller And, base of its major subsidiary, St boost bottom line results include The insurer then takes the pro-
compared with an increase of 68% he adds, "l don't think even that is Paul Fire & Marine Insurance Co, put options, loss portfolio transfers, ceeds of the sale, invests them in
for the first nine months going to be enough a St Paul spokesman says sale lease-back arrangements, dis- taxable instruments and eventually
* Policyholders surplus for the The industry has experienced More such deals are expected, ob- counting loss reserves anc termin- buys back the municipal bond By
24 companies reporting the data several years of rate cutting and servers say And as long as stock ating overfunded pension plans taking this approach, insurers
declined to $14 7 billion, down 37% "you can't make that up over- prices hold up, Mr Rosencrants In a put option transaction, a Continued on factng page
from $15 2 billion at the nine- night," says Paul J Robitaille, says, "We think there'll be a fairly
month mark, and down 83% from director of investor relations for steady parade over the next few
the end of 1983 American International Group months to raise addi.ional equity
* Net operating income declined Inc, which plans to continue to capi”
524% in 1984 to $16 billion, com- seek rate increases And, with insurance stocks now
pared with a 518% decline during And, despite the continued im- selling at a premium, insurers
the nine months Only six of the 28 provement in pricing, the Industry would be foolish not to take advan-
companies reporting posted im- will not return to underwriting tage of this opportunity to raise ad-
proved operating results for the profitability any time in the near ditional capital, comments Michael

Insurance services guide

year future, observers warn A Lew is, a vp and financial stock
The entire U S property/ casu- Unless there is a sharp decline in analyst at E F Hutton in New
alty industry suffered a larger drop interest rates, causing cuts in in- York
in income during 1984 than the vestment income, insurance buyers Not everyone will be going to
Commercial insurers surveyed by will not allow the industry to market, though As a mutual com-
Bl, although the industry as a charge the prices that would permit pany, Sentry Insurance Cos cannot
whole posted a better combined a return to underwriting profitabil- raise equity cash, says Bernard C
ratio, according to the Insurance ity, says Thomas G Rosencrants, Hlavac, vp and treasurer But, it
Services Office Inc and the Na- research director of Conning & Co Stlll intends to seek premium in-
tional Assn of Independent Insur- m Hartford creases
ers Those statistics represent the However, industry observers say We're Just going to have to be

Use the Insurance

Services Guide to

reach your best
prospects.

TAKE A COFFEE BREAK

with PC CRYPTO S-an entertaining pro-
gram foryour IBM PC thatincludes 500insur-
ance oriented cryptograms for you to solve

LOSS CONTROL ENGINEERING
by independent professionals
FIRE PROTECTION and SECURITY
Now 7 offices m US. and Canada
GAGE-BABCOCK & ASSOCIATES
Ask for free brochure 312/530-1494
135 Addison. Elmhurst, IL 60126

CASUALTY ACTUARIES, INC.
RobertFLowe FCAS,MAAA,FCA
- Loss Reserve ana Rate Evaluations for

results of insurers that account for the rate increases could lead to an under a temporary strain on our and a wnte your own crypto sub-program as
97% of the country's property,casu- improvement in their combined premium-to-surplus ratio," he e o mter rocreston cord $30-and vour Insurance Gempanies and Se.fin-
alty insurance business ratios of two to three percentage says name and address to PC CRYPTOS Appro-
According to the ISO/NAII re- points in 1985, with even better re- Some analysts also believe -.here D e rame (e s Sy Terrace
port, the Industry generated $1 94 sults ahead in 1986 is less capacity in the marketplace
billion in net aftertax income in C David Mencer, controller of There are very strong indica-
1984, down 68% from 1983's net in- Ohio Casualty Co, says that in tions that a capacity crunch is de-
comeof $6 billion This includes in- 1985, "We're looking for some veloping," says Ms Vogel of Legg
come from capital gains, which is pretty strong rate increases, and Mason Wood Walker This is par- Reinsurance and Reserve Analysis
not included in Bl's figures probably some modest improve- ticularly true of the reinsurance for Captlves, Self Insurers & |,surers.
The industry as a whole had a ment in operating results, 6ut we and specialty markets, Ms Stewart
1174% combined ratio for 1984, don't expect to have a spec-acular says
compared with a 1119% combined bounce-back " But, Sean Mooney, economist
ratio for 1983 The industry's poh- The price increases also will with the Insurance Information In-
cghold_e_rs surplus declined 22% to mean a boost in written premiums stitute in New York, doesn't think INSURANCEINTERMEDIARIES
$619 billion Gloria L Vogel, vp of Legg Mason that capacity is leaving the market Our fee, patd by insurers « 1-drge .counts placed
Industry analysts point out that Wood Walker in New York, esti- Instead, he says, companies are be- * Com,nissions negotiated
1984 insurer operating results are mates there will be an increase of coming involved in "premium-cap ..
really even worse than these fig- 12% to 15% in premiums written underwriting," setting limits as to T =Jut,
ures indicate this year how much business they will write
"What earnings there were for But, observers say that, with But then, other companies are
many companies consisted of, many insurers' policyholder sur- coming in and picking up the good
where they were left, tax benefits, plus declining, there has been m- risks that are available," he says
. . . . . . AUSTRALIA-INFORMAT ON
creative investment strategies and creasing concern about maintain- One problem that observers ex- Written reports on any insurance relatec matter-
income from sources other than ing a proper premium-to-surplus pect the industry to escape in 1985 e g legislation opportunmesforestablisiment ad
property/casualty insurance,1 says ratio And the decline in policy- is last year's estimated 16% Jump in e D e —arr s
Ms Stewart holders surplus is likely to continue incurred losses Mr Mooney blames Ploymeit prospects
Continental Corp, for instance, through 1986, says Mr Rosencrants the increase on bad underwriting e 2irman or e
e . . IcGregor Insurance Management
reported $102 4 million in aftertax of Conning & Co decisions made in prior years Suite6 76AArcher Street Chatswood Sylne,2067
operating income in 1984 because Insurers have found themselves " The chickens came home to Austral a )
of a $129 5 million tax credit. says in a kind of "Catch-22" situation, roost in '84," he says, predicting Telex AA 27642 (Mark for attention User 10 0139)
Mary E Leary, manager of corpo- says Ms Stewart They need the in- there will be a 10% Jump in in-
rate research for Continental The creased rates, but to maintain a curred losses this year
insurer's property/casualty opera- proper premium-to-surplus level, Denis J Callaghan first vp of
tions generated a $48 4 million pre- they are forced to write less busi- New York-based Paine Webber
tax loss last year ness Mitchell Hutchins Inc, who esti-
And while American General The solution, say observers, is for mates a 13 1% increase in 1985, says
Corp reported total operating in- firms to "go to market" in an at- the expanding economy also was a
come of $424 million, it actually lost tempt to raise cash and boost their factor in the Jump
$60 million on its property/casualty surplus But, a continuing cause of con-
operations The bulk of its earnings Some already have The Travel- cern has been the level of reserves
came from life insurance, accord- ers Corp , for instance, filed a regis- Companies that boosted reserves in
ing to company figures tration statement with the Securi- the fourth quarter included Travel-
Analysts note that one factor ties and Exchange Commission to ers, which added $100 million in
leading to increased property/casu- offer 4 million shares of convert- reserves for losses related to toxic
alty rates is the exhaustion of many ible, exchangeable preferred stock substances, AIG, which boosted ItS
insurers' deferred tax liabilities The stock offering is expected to reserves by $193 million, and St
Underwriting improved when in- raise $200 million, a Travelers Paul Cos, which increased its re-
surers discovered they could no spokesman says serves by $177 3 million
longer cut their losses in half by In a similar proposal, Chubb Despite such actions, though,
tapping deferred tax credits, says Corp has filed a preliminary pro- many observers believe the Indus-
David P Wells, an analyst with spectus with the SEC to issue 3 mil- try overall remains under-re-
Merrill Lynch Pierce Fenner & lion shares of convertible, ex- served
Smith in New York changeable preferred stock ex- "We think reserves are in hor-
And, observers say, improving pected to gross $150 million The rendous shape," says David
pricing will be an ongoing process money will be used to strengthen O'Leary, director of research at
Overall rates may not Jump by as the insurer's capital base ard en- Hartford-based Fox-Pitt, Kelton
large a percentage in 1985 as they able it to take advantage of oppor- "The industry still hasn't 'fessed up
did in 1984, but the hikes will con- tunities in the improving market, to its reserves shortage "

- Statutory etters of opinion on loss and
loss expense reserves
One Insurance Center Plaza Suite 1
St Louis MO 63141
(314) 878-5002
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TIME
IS money, and
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IS money lost.

NUMERICON Wi ( restore damaged machine to€)10 to perform
ds effietently and elld,ly d. before Our goal m revoration 10
to work quickly (07 O ght appraisal within 24 hour.) m J co.t
efficient manner (2040 percent of replacement Lo.t)
producing qwlity reult

in less time and at less cost.

When equipment i- drwn. NUMER:CON work. around the
clock to get it back or hne beuu.e we know tin e i. money
and "downtime" 1 money low

Self-Insurance & Captive Concepts EXPERIENCED, CAPABLE, RELIABLE ...

NUMERICON, INC.

A vngle ource or rmponibility

COMPLETELY INDEPENDENT...
NO NATIONAL BROKERAGE or
INSURANCE COMPANY AFFILIATION

24*OUR HOTLINE 1-214-399-1511

For advertising informatiog in the INSURANCE SERVICES GUIDE
Contact Beverly Kluxdal, 740 Rush Street, Chicago, illinois 60611
Telephone (312) 649-5340
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Corporate

Aftertax| Percent Net Percent Pretax Percent Pretax Percent

Percent
increase Pollcyholders Increase

Consolidated i 3 0 P
operatin increase Combined' CombinedI i .
P! 9 premiums increase underwriting increase investment

Rank )
e Tees  1oaa1ses ro6s oo vt Sl o BN e (aeee SURL (decrease)
1 The Continental Corp. 4,641,047 102,408 606.3 116.5 1174 2,615,0142 8.9 (400,451) 7.2 356,063 19.1 1,008,061 7.7
2 American General Corp. 5,362,000 424,000 46.2 131.02 11512 1,023,000 5.2 (306,000) (161.5) 130,000 2~;1 ’ 50’6 000 (16 -8)
3 Fireman's Fund Ins. Cos. 4,025,158 42,820 42.2 121.1 126 0 2,834,432 1.9 (598,155) (15.0) 403,734 (2.8) 928 ,577 1 6-7
4 Old Republic Int'l (inc. life)3 521,300 61,606 20.8 N/A N/A N/A N/A N/A N/A N/A N/A. ;\,,A N./A
5 Fremont General Corp. 419,046 (13,947) 1.8 130.2 129 9 311,812 29.0 (89,317) (21.4) 55,034 290.7 144.159 15.0
6 The Travelers Corp. & subs. 13,476,700 346,100 1.0 121.0 1129 3,275,300 13.4 (662,100) (88.2) 274,800 0.7 gzz;. 700 (21.8)
7 CNA Financial Corp. 3,738,800 138,300 “4.2) 126.2 1197 1,899,3002 21.1 (533,900)2 (56.1) 468,3002 16.7 1.066 3;00 1-_8
8 SAFECO Corp. 1,942,178 113,326 (15.0) 110.2 1031 981,060 10.5 (96,363) (258.6) 112,397 6.6 413 ’428 (16.2)
9 Reliance Ins. Co. & subs. 2,048,938 55,672 (17.9) 113.42 109 92 1,292,237 9.7 (138,436) (58.9) 171,902 4.;1 59; 711 ;,1
10 Chubb Corp. 2,033,600 68,600 (18.7) 1156.52 10882 1,421,600 14.5 (213,300) (101.4) 161,700 22.1 525,442 32.1
11 Amencan International Group 4,280,990 317,438 (25.7) 109.8 1008 2,513,303 2.9 (248,538) (945.1) 327,688 2.1 ,N,A N/A
12 Aetna Life & Casualty Co. 15,411,000 182,500 (43.9) 118.5 1136 4,022,600 9.4 (653,800) (41.7) 522,300 8.8 1,270,406 (23.7)
13 USF&G Corp. 2,839,400 93,300 (45.6) 123.12 11662 2,296,1002 15.5 (512,500) (54.6) 443,000 22_; , 65?,: 200 1 6-2
14 Ohio Casualty Corp. 930,564 30,026 (46.1) 113.32 107.02 886,3352 5.2 (116,391) (95.8) 104,261 16.1 341 ,761 “ 9:8)
15 Hartford Insurance Group 5,724,111 105,153 (54.6) 12z2.0 1140 3,098,951 2.8 (640,935) (53.9) 456,238 1.2 1,192 ,1 32 (13.5)
16 General Re Corp. 1,842,442 72,172 {62.4) 127.02 107 12 1,065,380 18.1 (272,629) (472.5) 218,692 15.5 ' 709, 597 (15.1)
17 Kemper Corp. - 2,301,773 24,723 (63.8) 120.4 1122 650,296 (24.2) (138,568) (33.4) 76,835 a5 295,331 “ 2-7)
18 Hartford Steam Boiler 259,839 6,332 (74.5) 115.9 o8 2 173,641 11.8 (25,227) (1,034.7) 20,908 20.9 11 2,046 (39.5)
19 CIGNA Corp. 14,775,226 38,459 (90.4) 128.32 121 32 4,074,141 15.4 (1,173,556) (45.8) 589,297 4.31.471 ,300 22-3
20 Sentry Ins. Cos.2 476,901 (626) (101.5) 115.4 1046 837,584 13.6 (133,597) (213.1) 97,630 8‘.2 ’ 1 87,466 (26.1)
21 Crum & Forster Inc. 2,482,071 (50,507) (146.2) 124.8 1135 2,099,243 11.5 (528,241) (103.6) 331,405 8.4 667 (;66 27- 3
22 The Home Group Inc. 2,106,140 (61,358) (168.9) 136.4 120 5 1,546,393 (1.8) (564,425) (69.4) 316,789 2.4 552 ,508 (20 7)
23 Royal Group (U.S. Subs.)2 N/A (106,000) (194 .4) 120.0 1140 1,288,000 3.4 (258,000) (50.0) 191,000 6.-7 ’ N/A ,-\,/A
24 The St. Paul Cos. Inc. 2,359,141 (196,794) (269.6) 131.0 1135 1,894,355 8.6 (572,542) (147.7) 319,357 16.6 637,925 (17.6)
25 Mission Ins. Group Inc. 511,515 (200,432) (1,221.7) 161.2 124 7 430,660 7.4 (256,387) (163.7) 55.643 186 4; 399 (81.4)
- Liberty Mutual Ins. Co. N/A N/A N/A 117.5 1143 3,007,834 65 (381,522) (74.5) 535,140 4.9 ,’\,,A ,\-,,A
- Commercial Union ins. (U.S.) N/A N/A N/A 128.12 12392 1,215,500 (10.1) (332,700) (4.0) 172,700 (8.9) 406,700 (18.6)
- Wausau Insurance Cos. N/A N/A N/A 132.7 1120 1,157,749 13.0 (376,269) (192.4) 153,839 2.-0 ’N/A ,;,,A

Cumulative 94,509,880 1,593,271 (52.4) 122.1 114.7 47,911,820 8.0 (10,223,849) (62.3) 7,067,552 7.6 14,653,215 (8.3)

1 After dividends 2 statutory. 3 Before dividends. N/A-Company did not provide data

Continued fromfaang page ays the time, and then invests the proceeds Fire- than $264 5 million by terminating their

the seller of the reserves .
be- man's Fund Insurance Cos is among those overfunded pension plan and purchasing an-

ically, ves
avaid dipping into their policyholders sur- bulfear Péss than the amount of ||ab|I|{3)/
" cause the bug/%re

USF&G and Ohio Casualty were among on the reserve
the first firms to use put option deals The paid

an

ore future claims must

e lease
(Bl, Jan

arn investment income Insurers who recently put through a sale nu
' iy back transaction,¥a9sing $14g5 il

28)

ities to pay benefits to participants (B,
on Feb 25) P& participants (
These efforts can be expected to continue

Itc))ss reserves -and others can be expected tchdevel p-as
oosted Its companies strug le to improve their botiom-

Hartford also participated in these transac- Mission Insurance Group Inc received a Firms that ﬁve discounte
5, according to some ana-

tions, including one $133 milhon transaction $75 million infusion from its major share- include General Re Corp, which t 1ts _

m December and an additional $1247 million holder, American Financial Corp, in part shareholder's equity by $94 million by dis- line results in 1

transaction about two weeks ago, says a Hart- through the use of a loss portfolio transfer counting its tabular casualty reserves, predo- lysts

ford spokesman . (Bl. March 18) minantly workers compensation, using a 4 5% "Who knows what the next gimmick that
In a loss-portfolio transfer, an insurer pays In a sale lease-back arrangement, a com- interest rate they'll come up with will be?" asks E F Hut-

another underwriter to assume a portion of pany sells a building with the condition that Wausau Insurance Cos, Chubb Corp and ton's Mr Lewis

its reserves and the attendant liabilities Typ- it can lease it for an agreed-upon period of The Home Insurance Co expect to gain more "I'm sure they'11 come up with something " .

1

< Bl Insurance Index

Bl Industry Stock Report

March 19,1985 3/13/85 thru 3/19/85

Brokers Price % Chg P/E $ Div % Yid High Low Vol (000) Pnce % Chg P/E $ Olv %YId High Low Vol.(000)

NYSE 25.25-1.5 12 3 0.60 2 4 105
Bitco Corp oTc 1350 0O OO O.40 30
Business Mens Assurn Co Amer OTC 54253 86.82.0838
Chubb Corp NYSE 58.00 -1 3 16.5 2.20 3.8

Av-co Corp 25.50 25.13
0.00 0.00
54 25- 52.75

s8.50 s6.88

s0.63 29 a5 403 6

sa

NYSE 29 88 -2 8331 © 1.00 3.3
ore 540009 115 0.80 1.5
NYSE 42.00 0.0 35 1 1.00 2.4
ore 26.00 -2 3 21 80.44 1 7
Aars oo 1.0 coo oo

Alexander & Alexander Svcs
Baldwin & Lyons Inc
Corroon & Black Corp
Crump E H Cos Inc

Emett & Chandler Cos Inc

54.00 53.00
a3.13 az.00 s0.2
26.75 26.00 1155

orc 14.75 14.75 o=
NYSE 42 63 -2 6 8.6 2.16 5 1

NYSE 41.13 0.3 21.3 2.60 6.3

43.63 42.38
41.13 40.63

Combined Intl Corp

Gallagher Arthur J & Co otc 37.75-07 237 0.28 0 7 37.75 37.75 19 O Continental Corp

Hall Frank B & Co Inc NYSE 26 13 -1 9 50 2 1 00 38 26.25 25.88 705 Crown Life Ins Co OTC 120 00 0.0 12 4 5 00 4.2 120.00 120.00 os

Marsh & Mclennan Cos Inc NYSE 62.88 -2 5 38 8 2.40 3 8 64.38 61.00 338.8 Durha Corp otc 40.00 OO 7.7 128 32 40.00 40.00 sa 208 1

Poe & Assoc Inc oTc 8.25 0 O 0.0 0.00 © O B8.25 8.25 11 Fa-ers Group Inc oTc 5613 0.4 102 176 3.1 56.13 55.88 376 8 200

Reed Stenhouse Cos Ltd ot 24.75 0.5 35 4 0.60 2.4 25.00 za.25 1424 i
Fremont Gen Corp orc 25.634 1 0.00.48 1.9 25 63~ 24.50 858.7 285

AGENTS/BROKERS AVERAGE 29 4 23 Great West Life Assurn Co OTC 350.000.094 14.00 4.0 350.00 350.00 0.0 280
Hanover Ins Co oTe 35.75 -0 7 33.1 0.56 1.6 36.00 35.50 178 6
Hartford Steam Boiler Insptn OTC 77.00 10.0 68.7 3.00 3.9 77 00* 70.50 a0 7 =7 Er
Kans City Life Ins otc 83 00 0.0 9.5 = 88 3.5 83.00 83.00 2.8 270\ A/

Conglomerates & Holding Cos. "

oAl

50.50 50.38 -

- - 4 4 " j
e -83' _*ys&-47..5-:/0%4 42 P PLLN
Soa " %0e

30 00 29.50

American Express(Fire-an's Fd) NYSE 420015151 128 304200 40.38 3,589 6 Keiper Corp
Anderson Clayton(Ranger/Par,Am) NYSE 39.00 2 6 20.1 1.32 3 4 39.00* 38.00 36.3 Liberty Corp S C

NYSE 50 oo oo coo oo s.e3 o.25 sas s Lincoln Natl Corp Ind
15.25 17 OO0 O3=2 =21 45 4 Mission Ins Group Inc
Monumental Corp

Armeco Inc

Berkley W R Corp
CIGNA Corp

ote 15.50 15.00

NYSE 48.63 -1 8 442.0 2.60 5.3 as.88 as.50 995.4

Northwestern Natl Life Ins as.00
Ohio Cas Corp
Old Rep Intl Corp
32.38 31.00 2,962 8 Orion Cap Corp
650  o.50 5 0 Protective Corp

36 13~
51.88 51.25
35.13 3475
24.13 23.38
22.00 21.25

Ins.) NYSE 38.38 -1 O 92 000 OO 38.50 38.38 416.0 1731

76 5

City Investing Co (Home

CNA Finl Corp (CNA) NYSE 36 75 -20 15 2 000 0O 37.75 35.50

2s
NYSE 24.00 -1 5 266.7 0.76 3.2
otc 21.50 -a44a4 7.3 062 2.9

NYSE 72.75 1.4 45.5 1.56 = 1 73.13 7225 366 5

General Re Corp
ITT (Hartford Group)

Optimum Hidg Corp

2518
138.7

NYSE 31.88 1.6 10 7 1.00 3 1
O50 0.0 OO 00O OO

The 8/ index of Insurance Industry stocks rose
slightly for the penod ending March 19, after a
decline the previous week. The 8/index closed
at 331.9 on March 19, up 0.3 points from 331.6
on March 12. In all, 19 stocks rose, 24 fell, and
15 were unchanged. The biggest gains were by
Toi(,0 Marine & Fire Insurance Co., up 12.9%;
Hartford Steam Boiler Inspection & Insurance
Co., up 10%; SRI Corp., up 8.5%; and USLIFE
Corp., up 4.9%. The biggest losses were by
Mission Insurance Group Inc., down 11.4%;
American General Corp., down 4.7%; Protective
Corp., down 4.4%; and Travelers Corp., down
4.1%. The 8/ index rose 0.1% for the penod; the
- NYSE composite fe110.1%.

otc
Provident Life & Acc Ins Co

Teledyne Inc (Argonaut) St Paul Cos Inc
Transamerica Corp SAfECO Corp

(Occidental & Fred S James) NYSE 29 00 -1 3 25 1.64 57 29.25 28.88 438 6 Srsi Corp
e,

bels Bruce Group Inc

otc
otc

©97.00 OO 7.0 338 3.5
56.50 09 0.0 300 5.3
34.75-04 11.4 1.50 4 3
17 50 8 5 29.7 0.68 3 ©

©8.00 96.50
56.50 55.88
34.88 33.88
17.50 16.63
25.63 24.00

5.3

Sears Roebuck & Co (Allstate) NYSE 34 88 -0.4 87 176 50 34.88 33 88 1,985 5
263.3

NYSE 255 88 -2 O -4 O 0.00 0.0 260.00 255.88 159 7
234.2
1138

2425 -5.8 0.0 0.80 33 as o

CONGLOMERATES/HOLDING COS AVERAGE 218 1.8

otc 6.50 40 9.7 015 2.3 6.50 6.25
OTC 175 50 129 30.4 1.05 0 6 175.50* 161.25
NYSE 41 75 09 99 100 24 42.75 41 75 1,000 3
NYSE 41.25 -4 1 10.0 2.04 4 9 41.63 a1.00 702 9
ote 24 00O 0.0 0.0 0.80 3.3 24.00 24.00

Statesaan Group Inc aa.2

Tokio Maine & Fire Ins Co 20 2
Torchmark Corp
Travelers Corp
United Fire & Cas Co

Insurers
0.1

Aetna Life & Cas Co NYSE 40.00 -2 4 25 2 2.64 6.6 saz.5
American General Corp NYSE 28.00 -4 7 9.3 1.00 3.6 28.63 28.00
Amern Heritage Life Invt Co NYSE 31.50 -2.3 95 1.08 3 4 32.25 31.50
otc 17 75 -1.4 0O 112 63 18.00 17.75

NYSE 69.75 -2 6 16 3 0.44 O 6 70.75 69.63

40.13 39.75
United States Fid & Gty Co

Uslife Corp
Washington Natl Corp

0.8 Zenith Natl Ins Corp
837.4

NYSE 31.50 -0.4 18 3 2.20 7 O 31 50 30 88 3,469 1
NYSE  40.13 49 92 104 26 40 25~ 38.63 sos1
NYSE 27.63 -0 5 8.6 1.08 3.9 27.75 27.38
otc 12 75 -1.9 23 2 0.68 5.3 13.00 12.75

561.6

3.5
oz.8

American Indty Finl Corp
14.7

Aierican Intl Group Inc

INSURANCE COMPANIES AVERAGE 3.5

Aneco Reins Ltd otc 1.SO 0.0 0.0 0.00 0.0 1.50 1.50 7.0

System design Altman information Systems



Where doesa company
that turns waste into profits
find efficient insurance protection?
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In steel mills aroundtheworld, international Mill Service operates
systems that convert mill wastes and slag into usefu, commercial
products.

So with a corporate mind-set of high efficiency, IMS sought
insurance protection for their U.S. operations that would provide the
best casualty coverage in the most efficient way.

They found it at Northbrook.

Together, IMS and Northbrook worked out a loss-sensitive
pricing program. Essentially, it enabled IMS to operate much like a
self-insured.

According to Stephen Heumann,"Whatthatdid was increase
employee incentive toward loss reduction. And with continued
employee involvement, plus strong, ongoing communication

between IMS and Northbrook, the program continues to get better
and better."

Take a lesson from IMS. See if the innovative Northbrook

approach to pricing can make your insurance protectjon more
efficient. Call your nearest Northbrook agent or broker today.

For more information: NORTH Northbrook

J. Don Johnson (Chicago) 312-551-2990

Chuck Gehrke (Atlanta) 404-435-2424 BROOK National Accounts
Cheri DeGeere (Los Angeles) 714-851-1447

A Division of Northbrook Property

and Casualty nsurance Company
South Barring-on, lllinois 60010



