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Firm resto res

health coverage
for reti rees

By DONNA DiBLASE

DETROIT-In the latest battle by retirees over health
care benefits terminated or altered by employers, Balti-
more-based Maryland Shipbuilding & Drydock Co. is
reinstating retiree benefits it terminated nearly two
years ago.

Maryland Shipbuilding, a wholly owned subsidiary
of Detroit-based Fruehauf Corp., reinstated health care
and prescription drug benefits on March 1 for about
1,065 retirees who are members of Local 31 of the
Industrial Union of Marine and Shipbuilding Workers
of America in Baltimore.

The benefits were reinstated under terms of a settle-

.,ent between Maryland Shipbuilding and the retirees,
which was approved Feb. 25 by U.S. District Court in
Detroit.

The company also agreed to make a lump-sum pay-
ment of more than $1.5 million to a "settlement fund"
to cover medical, surgical and prescription costs in-
curred by the retirees during the time they were with-
out coverage. In addition, the company will contribute
$270,000 to cover the retirees' attorneys' fees and the
cost of administering disbursements from the settle-
ment fund.

Maryland Shipbuilding, under the settlement, is enti-
tled to negotiate and place the retirees' health insur-
ance coverage with any insurer that..hai an A _or_an
A-plus rating from A.M. Best Co. The company also can ---
self-insure the coverage.

The retirees' benefits are currently underwritten by
Blue Cross & Blue Shield of Maryland, as they were
before they were terminated.

Quinn, Ward & Kershaw, the Baltimore-based law
firm that represented the IUMSWA retirees in the case,
handled a similar case last year in which the salaried
retirees of Maryland Shipbuilding were notified that
their retiree health care benefits would be canceled.

"We obtained a temporary restraining order requir-
ing the company to continue providing those benefits,"”
explained John T. Ward, a partner with Quinn, Ward &
Kershaw.

"When we first took on the salaried retirees' case,
there was no real case law regarding terminations of
retiree health benefits. But, | think there will be more
attention given to protecting retirees in the future," he
predicted.

"Each case is going to have to go on its own. One has
to look very carefully at the terms of collective bar-
gaining agreements, such as what is promised and what
the understanding of the benefits to be provided is on
both the employer's and the retirees' side of the equa-
tion.

"The law is developing and thus far is developing to
the advantage of retirees' whose benefits have been ter-
minated. However, we are far from an open-and-shut
case," Mr. Ward observed.

The settlement between Maryland Shipbuilding and
the IUMSWA retirees is the latest development in the
ongoing legal battles involving employers' attempts to
terminate or alter retirees’ health care benefits.

In a case involving White Farm Equipment Co., a fed-
eral appeals court ruled in April 1986 that employers
may terminate health care benefits for retirees without |

Continued on page 4 -
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Michigan to consider
pool regulation legislation

LANSING, Mich.-A Michigan
state representative has introduced
legislation that would subject the
state's municipal insurance pools
to regulation by the Michigan In-
surance Bureau.

The bill, sponsored by Rep. Mary
C. Brown, D-Kalamazoo, would:

« Subject the pools to regulation
under the state insurance code.

* Require the pools to meet the

Continued on next page

Car rental cover changes
drive up employer risks

By MEG FLETCHER

Car rentals are posing newand in-
creased risks for many employers.

Recent changes in short-term car
rental agreements used by leading
rental companies substantially increase
the likelihood that some employers will
be responsible for collision damage or
liability claims stemming from rental
car accidents.

The four leading rental car companies
have increased employers' exposure for
physical damage if an employee dam-
ages a rental car during a business trip.
While employers previously could be
held liable for only a few thousand dol-
lars of damage, they now face the possi-
bility of having to pay for the full value
of a damaged auto-or more than
$20,000 for a luxury car.

Most employers self-insure this expo-
sure and have no coverage to pay for a
short-term rented car damaged by an
employee. observers say.

In addition, three of the four leading
car rental companies have reduced the
liability coverage they automatically
provide by at least 75% in most states.

These rental campanies usually pro-

Photo: Mary Herlehy

The four leading rental car companies have increased employers' exposure
for physical damage if an employee damages a rental car.

vide only up to $25,000 per person and
$50,000 per occurrence in liability cov-
erage if an employee injures another
motorist or pedestrian, compared with
previous limits of $100,000 per person/
$300,000 per occurrence.

While most employers' business auto-
mobile insurance will cover liability
exceeding these limits, the cost of this

coverage is expected to rise as more
rental car-related claims are filed
under these policies.

Also, provisions of the Insurance Ser-
vices Office's revised business auto and
commercial general liability policy
forms, which insurers now are begin-
ning to use, contain a gap that can leave
employers without coverage for rental

car accidents caused by the negligence
of the car rental company.

"It's an insanity,"” said Bill Eggers, vp
at broker Alexander & Alexander Inc.
in New York, referring to this coverage
gap. The gap increases agents' and bro-
kers' potential for errors and omissions
claims if they fail to inform clients

Continued on page 45

Beneficial to sell insurers,
add $200 million to reserves

By JUDY GREENWALD

PEAPACK, N.J.-The proposed sale of most of Beneficial
Corp.'s insurance operations, including American Centennial
Insurance Co., would relieve Beneficial of a long-term head-
ache, observers say, although it comes with a high price
tag.

Beneficial Corp. said last week it has signed an agreement
in principle for the sale of American Centennial and five
other insurance subsidiaries to a management group led by
Robert Rothman, chairman and chief executive officer of
ACIC and chief financial officer of Beneficial Insurance
Group.

However, in response to Delaware Insurance Department

concerns, Beneficial has agreed to contribute $200 million to
Delaware-domiciled ACIC's loss reserves once the sale is

complete.

Beneficial already had boosted ACIC's reserves by $165
million on a statutory basis in August (Bl, Sept. 1, 1986).

ACIC has been battling with a growing number of its rein-
surers over business produced by former managing general
agents. Many of the reinsurers are no longer paying claims on
the business and have charged ACIC with misrepresenta-
tion and negligence in the handling of its MGA business (BI,
Jan. 12).

The sale of ACIC and the other units must be approved by
the Delaware department. A public hearing on the sale is
scheduled for March 23, with a decision expected to be an-

nounced within 30 days.

Under terms of the sale agreement, Beneficial will receive
$10 million in cash from Beneficial International Insurance
Co., a Hamilton, Bermuda-based subsidiary that is one of the
units being sold. Also included in the purchase price is a
package of notes, most of which have a 10-year maturity,
with a face value of $98 miillion.

The ultimate value of the notes, however, is primarily tied
to ACIC's future market value.

In addition, Beneficial will have an option to purchase at a
nominal price 9.9% of the equity of Beneficial's two profit-
able British-based credit insurance subsidiaries, Consoli-
dated Marine & General Insurance Co. P.L.C. and Consoli-
dated Life Assurance Co. Ltd., the two other major com-
panies included in the sale.

Referring to the $200 million reserve addition, Catherine S.
Mulholland, the Delaware department's director of company
solvency, said Beneficial was told to boost American Centen-
nial's reserves based on worst-case estimates by three actuar-
ial firms.

Beneficial last year announced it would attempt to sell the
entire company, but that attempt failed. Beneficial then an-
nounced plans to divest its property/casualty insurance

units.

While the sale is intended to end the drain on Beneficial's
profits caused by ACIC, Beneficial still will be responsible
for some liabilities created by the litigation and arbitiation

Continued on page 46
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Pool regulation bill introduced

Cont:nued from prevtous page
code's minimum capitalization requirements

* Require the pools to file financial statements with the insur-

« Allow examination of the pools by the Insurance Bureau

* Require annual independent actuarial certifications of the
pools' loss reserves

The bill would amend Michigan Public Act 138, which ex-
empts municipal pools from Insurance Bureau regulation

Public Act 138 requires only that the pools file annual audited
financial statements with the state Treasury Department and
maintain aggregate reinsurance projection in the amount of at least
$5 million

At least one Insurance Bureau official expressed support for such
legislation

"I think we would not object to that bill," said Deputy Commis-
sioner Jean Carlson "l thought it was a good draft "

No hearings have yet been scheduled on the bill

Meanwhile, the Insurance Bureau IS assisting the Treasury De-
partment in reviewing the financial statements of several munici-
pal insurance pools in the state

In addition to reviewing the financial statements themselves,
state officials may also ask to see the working papers of the audi-
tors who certified the statements, according to Laura Lasater, dep-
uty state treasurer Ms Lasater added that the Treasury Depart-
ment has not yet decided to ask for the working papers

She also said that the Treasury Department's recent request for
help in reviewing the financial statements was not related to a
Business Insurance story on the Michigan Municipal Risk Manage-
ment Assn, in which some consultants and MMRMA competitors
criticized the pool as financially shaky (Bl, Feb 16)

Executive Life fined $250,000

JERICHO, N Y -Executive Life Insurance Co has agreed to
pay a $250,000 fine to the New York Insurance Department for
violations that include taking credit for $151 5. million in reinsur-
ance backed by inadequate letters of credit

An Insurance Department spokesman said the size of Executive

8anfianne Asmlantchfconnyectintit{11%11=linir:2 :

(Bl, June 23, 1986)

Ronald L Kehrli, Executive Life's president and chief executive
officer, said the $1515 million in disallowed reinsurance has been
replaced with a capital infusion of the same amount from Executive
Life's parent company, Los Angeles-based First Executive Corp

The Insurance Department charged that Executive Life took
credit for reinsurance on ItS annuity business in 1983, 1984 and
1985 that was backed by letters of credit that had unacceptable
restrictions as to when they could be drawn down

The department also charged that Executive Life entered into
reinsurance transactions without making the required filings or
receiving the Insurance Department's approval

"These were Just technical differences as it relates to our reinsur-
ance treaties," said Mr Kehrli, who described the law as "unspe-
cific and vague "

He said his company agreed to pay the fine to avoid a court
battle Executive Life collected $600 million in premiums last year,
according to Mr Kehrb

Kennedy delays health care bill

WASHINGTON-Senate Labor and Human Resources Commit-
tee Chairman Sen Edward Kennedy, D-Mass, IS delaying until
next month introduction of legislation that would require most
employers to offer a group health insurance plan

Sen Kennedy had been expected to propose the health care legis-
lation last month, but he has delayed Introduction because of sche-
duling problems, staff members said

However, sources are speculating Sen Kennedy needs more time
to line up co-sponsors

While the proposal continues to be fine-tuned, an outline of
the legislation has been widely circulated The legislation calls
for minimum federal standards for employer-provided health
plans, including capping an employee's annual out-of-pocket ex-
penses at $2,000 and limiting an employee's share of the premium
to 20%

Generally, the only employers exempt from the legislation would
be those exempt from minimum wage laws, such as certain reli-
gious organizations

The health care mandate would have its greatest effect on firms
with less than 25 employees, which are least likely to offer a group
health care plan

Unimar investigation dropped

LONDON-Criminal investigations into Unimar SAM,a Monte
Carlo-based broker that wrote reinsurance for Lloyd's of London
syndicates managed by PCW Underwriting Agencies Ltd, have
been dropped by the British director of public prosecutions

The Unimar inquiry was part of a wider investigation into the
alleged misappropriation of millions of dollars of PCW syndicate
funds between 1979 and 1981 (BI, Dec 9, 1985)

Lord Hailsham, the British Lord Chancellor, told the House of
Lords last week that the DPP has concluded "the prospects of a
successful prosecution resulting from the further investigation of
the Unimar affair are not such as to justify the diversion of re-
sources from the efforts now being made to bring the main PCW
investigations to a conclusion "

The Unimar probe was hampered by "considerable difficulty in
obtaining information from sources in Switzerland," he said

Contmued on page 46

Senate Republicans resume
product liability reform drive

By DEBORAH SHALOWITZ

uct liability bill
This Senate action follows the introduction in the
WASHINGTON-Two Senate Republicans, who House of a bill also similar to the legislation ap-
have led the drive for federal product liability reform proved by the Senate Commerce Committee last year
for the IE)east several years, are again proceeding full The House bill is sponsored by Rep William Richard-

speed ahead . o son, D-N M (BI, March 2)
Sen John Danforth, R-Mo, ranking minority mem- SLép[ﬁorters of federal product liability Iegti)slation
ber of the Senate Commerce Committee, said he will greeted these new proposals with enthusiasm, but they

introduce two federal Product liability bills One is noted that the road to congressional passage still isn't
based on a number of tort reforms proposed by the smooth
American Bar Assn (BI, Feb 23, Jan 19), while the We very strongly applaud” the two senators' "stay-
other is a free-standing expedited settlement proposal ing power with S%he issue," said Dirk Van Dongen,
that was one of the most controversial aspects of a tort president of the National Assn of Wholesaler-Distrib-
reform proposal approved by the Commerce Commit- utors in Washington
tee last year (BI, June 30, 1985) "Sen Danforth's decision to throw the ABA's pro-
Both bills were expected to be introduced late last posals into play is quite creative and constructive,"
week Mr Van Dongen added
In addition, Sen Robert Kasten, R-Wis, said he will But Peter Lefkin, federal affairs counsel of the
introduce a bill that is similar in most respects to Washington-based American Insurance Assn , said the
compromise legislation that was approved by the senators "still have significant obstacles to overcome
Commerce Committee last year Sen Kasten's bill, in the committees," referring to opposition to federal
however, does not contain the controversial caps on product liability legislation from Senate Commerce
non-economic damage awards included in last year's Committee Chairman Ernest Hollings, D-S C
legislation Liberty Mahshigian, co-counsel of the Product Lia-
Sen Kasten also said that at some point he plans to bility Alliance in Washington, speculated that if the
introduce, with Sen Richard Lugar, R-Ind, an legislation gains a lot of support from the Democrats
amendment to his product liability reform package on the Commerce Committee, Sen Hollings might be
that would establish a fault-based standard of liability inclined to allow the bills to go forward
for manufacturers Sen Danforth, who noted that he is just beginning to
"There is broad bipartisan support for product lia- "shop for co-sponsors" for his bills, said that while
bility reform," declared Sen Kasten, although at this Sen Hollings "is not of the same mind that we are, he

&oint only Sen Danforth is co-sgonsoring his bill Sen recognizes that there's a strong sentiment in his com-
asten is a co-sponsor of Sen Danforth's main prod- Continued on page 43

Jury awards 4 more |IEA syndicates

ship officer  plgced in rehabilitation
$1O'4 million By JUDY GREENWALD

By STEPHEN TARNOFF MIAMI-Four more syndicates on the Insurance Exchange of the

NEW YORK-Farrell Lines Inc. Americas have been placed in court-supervised rehabilitation, while

must pay $10 4 million to a former the Florida Insurance Department has obtained show-cause orders
. X . . as to why another three syndicates should not be rehabilitated as ,

ship officer and his wife because well

:fdogfs;;fjei?ﬁiittfaifzgsﬁ ) Bill Godwin, assistant direct.or of company regulation gt the Flor-

bestos-related cancer. a state court |d;:} Ingurance Department, salq the department has obtglned reha-

jury says ' bilitation orders for AIB Syndicate Inc and RAM Syndicate Inc at

In a Feb 24 verdict, a New York the syndicates’ request
Supreme Court Jury ordered New In addit on, court orders also were obtained for Syndicate Two
York-based Farrell to pay $8 mil- apq S_yndlcat.e Four, which e:arller.had consented to go Into reha-
lion to Kenneth C Torrens and $2 bilitation, said Dr Clagde Lilly, dlrgctor of the Center for Insur-
million to his wife for loss of con- Syncdefcl;\]’tissearch at Florida State University and a consultant to the
sortium

The lury also awarded $400,000 A fifth syndicate, Hispano American Syndicate Ltd, previously
for Mr Torrens' past and fu;cure had been placed in court-supervised rehai?lhtatlon . .
lost earnings and $60,000 for hos- At least 10 of the exchanges's 15 syndicates have said they will
pital bi.ls ’ seek statufory rehabilitation (BI, Feb 23)

Mr Torrens is suffering from . RAM syndicate,' the IEA's third—lgr.ges.t in 1985, vyrote $134 mil-
mesothelioma, a cancer of the lin- Itlr?n Imtgr;:ss pr?mlur';n.s:?d $9 6 million .Iln I:l;mletli)remu:tmj that tylear,
. . e latest year for which figures are available It reported a net loss
Lﬂgﬁiti'r‘ﬁ;‘:i';%l"”f':; to asbestos of $235,oo)(/) and a surplus cg>f $2 1 million P

Last week, ar): attorney for Far- RAM and anpther IEA syndicate., Administrative Manageme.nt
rell said the company believes lia- Services Syndicate Lt.d Inc, are being sued by Omaha Indemnity
bility insurance will cover the over payments on t?usmess cedeq to the_syndlcates by Omaha In-

. ) demnity The case is currently being arbitrated (BI, Sept 1, 1986,
ta:i\::rd' but he declined to give de- April 28, 1986)
"It Is our strong contention that AIB Syndicate I.nc , the seven.tl']—largest on the IEA in 198’{3,.re—
Continued on page 41 ported grcss premiums of $8 3 million, net premiums of $8 2 million,
a net loss of $34,000 and a surplus of $1 1 million in 1985
Contznued on page 46
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1 Tort and insurance reform legis|ation Is becoming a departments

top priority for state legislatures arourid the country, an

as these proposals receive widespread attention, news-
papers around the country-both large and small-are
voicing their support for attempts to reform the civil justice
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Tort reforms

Virginia legislation too weak, some say

By DEBORAH SHALOWITZ

tors and officers of not-for-profit organizations

* A "Good Samantan" exemption from liability for ob-

RICHMOND, Va -Tort and insurance reform legislation stetricians treating women who arrive in an emergency
awaiting Virginia Gov Gerald Baliles' signature is too room already in labor ) _ )
weak to have a significant impact in the state, some observ- = A limitation on the amount of time a minor has to file a
ers say medical malpractice suit

However, another bill approved by the Legislature that Insurance reforms passed by the Legislature increase in-
sets up a fund to compensate families of infants with deli- surers’ reporting requirements and establish standards by

very-related neurological disorders IS expected to ease the which the state Bureau of Insurance is to evaluate rate in-
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Berkshire units

concentrating
on large risks

By JUDY GREENWALD

OMAHA, Neb -Despite its small staff, Berkshire Hath-
away Insurance Group IS becoming a "big" player in the
commercial insurance business by targeting accounts gen-
erating $1 million or more in premium, its chairman says

When it began actively soliciting new commercial insur-
ance business in August 1985, the group simply did not

have the personnel to handle the volume of requests from
firms seeking lower-premium policies in a capacity-tight
market, says Warren Buffett, who has been described as
the nation's premier investor and dubbed the "Wizard
of Omaha "

But with $1 5 billion in surplus, Berkshire Hathaway did
have the capital to write the

medical malpractice insurance crunch.__ _ . = - - , -f,-p)- crease requests

created last year when one of the However, the reform packages,

state's major medical malpractice in- which are expected to be signed by the

surers pulled out of the market governor, will have 'no measurable ef-
Some of the tort reforms passed by feet on the number or size of claims

the Virginia Legislature at the close of coming through the system, or the cost

its session Feb 28 include of adludicating them,"” complained
< A $350,000 cap on punitive dam- Grover Czech, mid-Atlantic regional

vp of the American Insurance Assn

business

In ads that appeared in
Mr Czech added the legislation does Business Insurance, the com-
not address some of the most-needed pany announced "Berkshire
Continued on page 39 Hathaway wants to see prop-
erty/casualty risks where the

premium is $1,000, OOO

Missouri bill includes insurance reforms theeferringittoeditiargepres'

By LINDA J. COLLINS would modify lomt and several habihty, limit the h&bility

of uncompensated directors and officers of non-profit en- proposals, promising it
JEFFERSON CITY, Mo -Legislation currently winding titles, allow courts to reduce excessive damage awards and rarely took more than 48
through the Missouri General Assembly would make malor increase Inadequate awards, allow defendants to mtroduce hours for Berkshire Hath-
repisions in the state's tort law and property/casualty in- evidence of collateral sources of income, and prohibit plaintiffs

surance regulations from seekmg specific monetary awards for damages
House Bill 700-passed by the House Feb 19 and then The bill in its current from is "very close" to the original
sent to the Senate-represents a cooperative effort deve- recommendations made by the task force, pointed out Rep
loped by a task force of legislators, business owners, insur- Doug Harpool, D-Springfield, a sponsor of the bill, a mem-
ance industry representatives, trial and defense lawyers ber of the House Judiciary Committee and a member of the

task force

away to respond

Results were dramatic,
said Mr Buffett From Au-
gust 1985 through December
1986, Berkshire Hathaway 'Our bias has been
wrote $184 5 million in net toward the
and consumers

The insurance reform provisions contamed m the legisla- The legislation "proki(les a good balance between insur-
tion would restrict property/casualty insurers' rate in- ance reforms and tort reforms,"” stressed Sen Truman Wil-
creases and policy cancellations, increase capital and sur- son, D-St Joseph, a sponsor of the bill and chairman of
plus requirements for both admitted and surplus lines the Senate Insurance Committee
insurers, and increase insurers' data reporting require- -While there are certain areas that we would have made
ments stronger had we had a free hand," the bill is an "artfully
Continued on page 38

premiums for large accounts, commaercial

compared with virtually A
,business,' says'

Warren Buffett:

none previously
"This was the beginning of
the large-risk business, es-
sentially,” said Mr Buffett
For the first three quarters oi 1986, Berkshire Hath-
away?s large-account business generated $50 million in net
earned premiums, compared with less than $1 million

earned from similar business for the comparable period in
1985

The bill's tort reform provisions, among other things,

-
R I M S to exa m I n e h e a It h CO StS Including smaller accounts and personal lines business,
Berkshire Hathaway generated $601 9 million in net
earned premiums during the first nine months of 1986,
Using charts and graphs, David Rosenbloom, president of compared with $176 9 million for the corresponding period
the Health Data Institute in Lexington, Mass, will illustrate in 1985 The group posted a 1016% combined ratio vs a
The growth of health care cost-containment and utilization how cost-containment measures also can improve the quality 114 6% ratio for the comparable 1985 period
review programs are causing benefit manageis to question the of care Mr Buffett said National Indemnity Co, the largest
impact of these programs on the quality of health care John D Oswald, senior vp-administration at the Swedish company in Berkshire Hathaway Insurance Group, had al-
In response, the silver anniversary Risk Medical Center in Englewood, Colo, will point out the differ- ways written some commercial automobile insurance
& Insurance Management Society confer- ences in health care providers' approaches to cost containment "Our bias has been toward the commercial business," he
and teach benefit managers how to apply this knowledge when said, though Berkshire Hathaway was not, however, in-
negotiating contracts with providers volved in large-premium business
Also during the seminar, James D Motz, vp-group insurance "It seemed to me there was an opportunity in that bum-
Management and Employee Benefits Con- At Great-West Life Assurance Co in Englewood, will discuss ness," said Mr Buffett, explaming the decision to run the
ference, to be held March 29 through April how benefit managers should choose the cost-containment ad

— H 1 Many large risks, he said, needed financially stable in-
nggrsL%Sby,?gtaéar’}la%\érswgugsﬁggssgme an- Jr program tgﬁzésap%mpflggghg}lnroggépB%n;yrogram that best fits its surers, "and they did not know about Berkshire " An ad, It
garding flexible benefits, tax reform, the needs, it is necessary to explain the program to employees in a was decided, would serve the purpose of a "large mega-
cost of catastrophic illnesses and mandated benefits positive light phone "

The seminar on health care quality is designed to help bene- Linda G Hellman, compensation and benefit manager at Ongce the degcision to run the ad was made, he said, the
ht managers achieve the precarious balance between keeping Liebert Corp in Columbus, Ohio, will discuss how to commu- next step was to determine precisely what it would say
down costs while assuring quality health care, said Samuel Y nicate a cost-containment program to employees, as well as Berkshire Hathaway, he said, simply could not physi-
Fisher, insurance manager at Hamilton Brothers Oil Co in demonstrate ways to motivate employees to use health care cally handle the number of accounts that would be at-
Englewood, Colo, and moderator of the seminar Continued on page 6 Cont;nued on page 44

Teams must explain injuries to athletes: Court

Krueger could pursue his claim for damages attorney, Clark G Leslie, with the Law Of- pointed out
for fraudulent concealment of medical 1nfor- fices of Clark G Leslie in San Mateo, Calif Last week, an attorney for the 49ers said
SAN FRANCISCO-A California appellate mation against his former team, the San "It's going to make it easier to sue - the team will file a petition for rehearing
court decision could make It easier for in- Francisco 49ers Mr Leslie said that because of the deci- with the appellate court If that IS unsue-
Jured sports figures to recover damages from The former defensive hneman says he suf- mon, sports teams involved in similar cases cessful, the team will seek review from the
their teams if team physicians do not fully fers from traumatic arthritis and a crippling will find it tougher to successfully use a de- state Supreme Court
inform the athletes about the nature of their degenerative process in the left knee Mr fense that an injured player would have con- "We believe the appellate court is wrong,”
Krueger cannot stand foi prolonged periods, tinued to play even if the team had fully in- said 49ers attorney John M Ottoboni. with
In addition, the decision may hold physic- walk up stairs or run without severe pain, he formed him about the nature of their the Santa Jose, Calif, firm of Ferrari, Al-
ians to a higher degree of responsibility for claims in court papers injuries That defense is commonly used by varez, Olsen & Ottoboni
informing patients about the nature of their The decision reverses a ruling by a state sports teams in such cases, he said Mr Krueger played for the 49ers from
injuries, said the plaintiff's attorney in- trial court that held Mr Krueger failed to Mr Leslie says the decision has national 1958 to 1973 During that time, he suffered
volved in the case prove the 49ers concealed material medical implications numerous injuries, according to court
The 1st Appellate District for the State of Information from him The appellate court In addition, he said the decision not only papers, though the injuries in question in the
California ruled on Feb 20 that besides pro- remanded the case to the trial court for dam- applies to the medical information supplied suit involve his left knee
viding basic medical information to an in- ages, which are to be awarded based on the by teams to their players, but It also could At various times during his career, Mr
Jured athlete, a sports team also must fully evidence submitted in a retrial extend to the relationship between doctors Krueger suffered injuries to the knee but was
disclose all medical information concerning Although declining to give an exact and their patients not informed of them or their severity by
the in]ury to the player, such as how it may amount, Mr Krueger's attorney said the for- "It will increase litigation when there is a team physicians, he alleged
affect his or her future health mer player is seeking "several millions" of duty to advise the patient as to what the m- Specifically, Mr Krueger charges that
In the case, the court ruled that former dollars from the 49ers juries are-or what the implications of those = After undergoing an operation for a
"It's a very important decision," said the injuries are-and fails to do so," Mr Leslie

By STACY ADLER

ence will include a seminar entitled "Is

Cost Containment Endangering Health9"
INn addition, RIMS' 25th annual Risk

By STEPHEN TARNOFF

inluries

National Football League player Charles Contznued on page 44
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Retiree coverage

Continued from page 1

violating any federal common law
if employers have effectively com-
municated that right to employees
and retirees (Bl, May 12, 1986).

That ruling followed a federal
judge's decision in a case involving
Bethlehem Steel Corp. that held
the company, because of ambigu-
ous plan language, could not re-
duce retirees' health care benefits
(Bl, Oct. 29,1984; Oct. 1,1984).

That decision was appealed and,
in a later settlement, Bethlehem es-
tablished a substitute permanent
retiree health care program not
subject to later modification or
termination.

Since these two rulings, the
United Steelworkers union has
filed a lawsuit in U.S. District
Court in Los Angeles seeking rein-
statement of health care benefits
for about 5,300 retirees of Fontana,
Calif.-based Kaiser Steel Corp.,
which has filed for protection

under Chapter 11 ofthe Federal
Bankruptcy Act (BI, Feb. 9).

In the case recently settled by
Maryland Shipbuilding and the
IUMSWA retirees, coverage under
the retirees' benefits plan were ter-
minated on May 31 and June 15,
1985, because the company was
having financial difficulties and
needed to reduce expenses, Mr.
Ward explained.

Maryland Shipbuilding is no
longer in business, according to
Richard Darke, general counsel for
Fruehauf in Detroit. "We're just
winding down that company.”

Mr. Darke added that the termi-
nation and subsequent reinstate-
ment of retiree health care benefits
for the IUMSWA retirees will not
have any bearing on future deci-
sions Fruehauf and its subsidiaries
may make concerning group health
care benefits for any of its other
current or future retiree groups.

The IUMSWA retirees, citing
their collective bargaining agree-
ment, initially sought to have the

cC.C.1--F,2\1,/110
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'1 think there will be

more attention given
to protecting retirees
in the future,’

Mr. Ward says.

case settled through binding arbi-
tration, but the U.S. District Court
in Baltimore denied their request,
Mr. Ward noted.

The union, on March 24, 1986,
then filed suit against Maryland
Shipbuilding, Fruehauf, the Mary-
land Shipbuilding & Drydock Co.
Blue Cross & Blue Shield plan and
the Maryland Shipbuilding & Dry-
dock Co. Hourly Employees Group

Insurance Plan.

In October, a U.S. District Court
in Detroit ruled that the suit could
proceed as a class action and set
the trial to begin in April 1987.
However, a settlement proposal

was agreed to in January, Mr.
Ward explained.

Under the settlement, Maryland
Ship and Fruehauf agree to:

* Provide lifetime group health
insurance to IUMSWVA retirees
who were hourly rate workers, for-
mer workers who are on disability
leave and awaiting retirement and
spouses of eligible retirees.

These benefits must be at least

equal to the benefits that were ter-
minated in 1985.

Retirees do not pay any deduct-
ibles or co-payments under the
group health plan, according to
Mr. Ward, the plaintiffs' attorney,
and Mr. Darke of Fruehauf.

For retirees who are age 65 or
older, the company-provided
health insurance will remain a
supplement to Medicare, covering
any costs not paid for by Medi-

« Provide prescription drug cov-
erage to eligible retirees who re-
ceived this coverage in addition to
their health coverage before the

Here'S WhI:.. First, with a safer

working environment, you reduce downtime as well

as insurance costs, and we'll work with you to eliminate
risk and set up safety programs.
Second, because as an Independent Agent, we represent
many fine companies, we can offer you the most tail-
ored benefits programs at the most affordable rates. A couple
of good reasons to rely on your independent agent-us!

THE MORE-THAN-ONE-COMPANY INSURANCE AGENT.

You'll find the Independent Insurance Agent nearest you in the Yellow Pages.

benefits were terminated.

However, retirees who were not
receiving prescription coverage be-
fore termination will not receive
the coverage now.

O Pay 100% of the monthly
health insurance premium from the
time of reinstatement until May 1,
the first day of the next quarter of
the policy year.

After May 1, the company wiill
pay 90% of the monthly premium,
with retirees paying the remaining
10%. However, retirees will be re-
quired to pay their share of the
monthly premiums in quarterly in-

stallments.

- Cover the cost to retirees of
annual premium increases up to
15%.

If the cost of the monthly pre-
mium charged by the health in-
surer increases, the company will
pay for the entire increase up to
15%.

If the annual premium increase
is more than 15%, retirees will be
required to pay any increase ex-
ceeding 15%.

This provision will be effective
until the 1990-1991 policy year,
after which the company will pay
rate increases up to only 11.6%.
Retirees will cover the cost of any
premium increase
11.6%.

If retirees do not pay for the ad-
ditional cost of the premium in-
crease after due notice, their cov-

exceeding

erage will be dropped.

» Make a lump-sum payment of
$1.53 million to a settlement fund.

The settlement fund will be used
to compensate IUMSWA retirees
for the lack of heatlh insurance
coverage from May 31, 1985, until
March 1.

Retirees will be compensated
from the fund for the cost of re-
placement coverage during the
cancellation period, whether or not
they bought the coverage. In addi-
tion, the retirees will be reim-
bursed for any medical, surgical,
hospital or prescription costs they
incurred during that period.

If the benefits had not been rein-
stated by March 1, the company
also would have been required to
increase its payment to the fund by
$80,000 for each additional month
the retirees would have been with-
out coverage.

"We calculated the total pay-
ment by the company to the settle-
ment fund to be more than it would
have paid if coverage had been
continued, because we did not
want the company to profit from
its actions," Mr. Ward pointed
_— e . wm W -

Shalowitz joins
Washington office

CHICAGO-Deborah Shalowitz
has joined the Business Insurance
Washington, D.C., bureau as an as-
sociate editor, announced Editor
Kathryn J. Mcintyre.

Ms. Shalowitz previously was an
assistant editor at MeGraw-Hill Inc.
in Washington.

She covered
Congress, the
Federal Energy

Regulatory Com-
mission, the Se-

curities and Ex- .»" ——

*

v

change

Commission and

general business

for two newslet-

ters, Inside Ms. Shalowitz
F.E.R.C. and In-

side F.E.R.C.'s Gas Market Report.

Ms. Shalowitz, 29, also has a wide
range of experience in broadcasting
and business.

Ms. Shalowitz holds a master of
science degree in journalism from
Northwestern University's Medill
School of Journalism in Evanston,
Ill., and a bachelor of arts degree
from Brandeis University in
Walthann, Mass.

Ms. Shalowitz can be reached at
OO0 =2-—66=2—-7 =200 . 1



How a growing family business keeps on
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growing with Wausau.

What began as a family-farm
enterprise three generations
ago, is today one of the
largest fresh-pack canning
companies on the East Coast.

Kermit Kohl, personnel
mana?er of Furman Foods,
Inc., tells how Wausau helps
his firm manage risks of doing
business.

“We deal with our people in

a family-oriented way. We
want our workers to under-
stand our insurance costs —
and why we must all he}}e)
each other regarding safety.
Wausau works with us to get
these points across.

“The Wausau people are
very professional. They've
helped us with avoiding back
injuries, with air-quality

‘Wausau Wisconsin54401

A Member of the Nationwidé Group.

testing, and with hearing-loss
programs.

“We feel Wausau has our
interests at heart. They try to
keep abreast of changes in
our growing company. Our
experience with them in
workers compensation has led
us to place other coverages
with them. We think Wausau
has the expertise we need”’

WAUSAU WORKS.




6 / business insurance, March 9, 1987

RIMS conference

Continued from page 3
services judiciously.

Employers today also face the
difficult task of maintaining costs
in an era of increasing claims for
catastrophic ilinesses-a problem
intensified by the spread of AIDS
-acquired immune deficiency syn-
drome.

In response, "Catastrophic Medi-
cal Costs-The Impact on Benefit
Plans," another seminar, will show
benefit managers how to imple-
ment case management programs
that will result in "low costs while
maintaining quality care,"” said
Jackie Mazoway, product manager
of medical case management at In-
tracorp, a Wayne, Pa.-based health
care cost management firm.

Ms. Mazoway will define what
case management is and discuss

how it can provide quality care at
reduced costs.

Tom Billet, a consultant with
Johnson & Higgins in New York,

COBRA
1S
WAITING
TO
STRIKE.

will discuss the impact of AIDS on
benefit plans.

In addition, Marjorie Gross,
president of Marjorie Gross & Co.,
a New York-based consultant spe-
cializing in benefit communica-
tions, will discuss how to commu-
nicate these programs to
employees.

Also during the session, Laird
Miller, corporate manager for pro-
vider relations at Honeywell Corp.
of Minneapolis, will describe how
his company's catastrophic case
management program works.

In addition to implementing
cost-containment measures, many
benefit managers are considering
flexible benefits programs.

While there is a great deal of in-
formation available on how to im-
plement these plans, there is little
information available on how to
decide whether flexible benefits
are the best way to meet oraniza-
tional goals, said Bruce E. Noda, a
principal at William M. Mercer-
Meidinger-Hansen Inc. in San

UNLESS YOU STRIKE FIRST.

Pull COBRA's fangs before it's too late-with Corporate
COBRA Manager ("CCM"). CCM helps make COBRA com-
pliance automatic. Just give CCM basic information such as
beneficiary name and eligibility date. CCM handles
notification, enroliment. billing -every aspect

and secondary events. CCM prints out pre-
mium statements and all other documents

on the correct date; premium payments are
posted and tied to an audit trail-all automati- , ?

cally. Beneficiaries won't be lost and are con- - CORPORATE' €OBRA MANAGER

stantty monitored by the system's "tickler'

ble. CCM provides for multiple insurance car-
riers. benefit plans, HMOs, PPOs and varying
eligibility criteriat As new regulations are

For the first time an

industry session
recap will be-held
especially for
non-RIMS members.

Francisco.

"People are familiar with how to
design and administer these plans,
but they do not know how to de-
termine if the corporation or em-
ployees are ready for flexible ben-
efits," Mr. Noda said.

A seminar coordinated by Mr.
Noda, "The Flex Decision-How to
Determine if Your Firm is Ready
for Flexible Benefits," is designed
to help managers judge the corpo-
rate climate and employees' atti-
tudes on flexible benefits.

Mr. Noda and Pamela Reeves, a
principal with Mercer in Houston,
will teach benefit managers how to

judge the corporate climate and
employees' attitudes by conducting
surveys and focus groups.

"All too often, flexible benefits
plans are put together because a
chief executive officer reads about
them-not because there is a real
need," Mr. Noda observed.

Another issue benefit managers
are concerned with is tax reform.
In the seminar, "Tax Reform: Cop-
ing With All the Benefit Changes,"
experts will attempt to help benefit
managers decipher those changes.

Seminar coordinator Gerald Us-
lander, a principal with Mercer in
Louisville, Ky., will discuss
changes in individual retirement
accounts and 401(k) salary reduc-
tion plans.

According to the new legislation,
every 401(k) plan must be amended
to accommodate new, more com-

plex and restrictive non-discrimi-
nation rules.

Mr. Uslander also will discuss
the new rules regarding maximum
pension benefits and contributions.

issued, you get software updates free. No charge for phone
support. either. CCM's cost: only $1,295. So take the bite

out of COBRA-with CCM.

*TPAs: ask about our multi-emp16yer version. CCM runs
with a hard disk on any 256K IBM PCt or full compatible;
no other software required. Dealer/reseller inquiries

welcome.

Travis Software Corp.

11221 Richmond, Suite C-111,

Houston, Texas 77082.

$1295

(713) 496-3737

t'llademark of International Business Machines Corp.

The maximum annual benefit that
can be provided from a defined
benefit plan will remain at
$90,000, and the maximum annual
contribution to a defined contribu-
tion plan will stay at $30,000. Both
limits will rise with inflation, but
the defined contribution limit will
be frozen at $30,000 until the de-
fined benefit limit hits $120,000.
After that, the maximum defined
contribution will be set at 25% of
the maximum defined benefit (BI,
Aug. 25,1986).

Maureen Gorman, an attorney at
Mayer, Brown & Platt in Chicago,
will discuss the new non-discrimi-
nation rules for retirement and
welfare plans.

John E. Stair Jr. of E.I. du Pont
de Nemours & Co. of Wilmington,
Del., will describe the new rules
affecting loan provisions in savings
plans. He also will describe tax law
changes affecting employee stock
ownership plans.

Mr. Uslander will conclude by
describing how all the rules will
affect public sector and tax-ex-
ennpt employees.

A panel discussion featured at
the RIMS conference, "Mandated
Benefits: A Look into the Future,”
will assess the impact of the Con-
solidated Omnibus Budget Recon-
ciliation Act of 1986 on businesses.

Galt Grant, director of risk man-
agement for Polaroid Corp. in
Cambridge, Mass., will moderate
commentary by government and
labor experts. Scheduled speakers
include Phyllis C. Borzi, counsel
for pensions at the House Labor-
Management Relations Subcom-
mittee, U.S. House of Representa-
tives in Washington; David N. Le-
vinson, the Delaware insurance
commissioner; and Mark J.
Ugoretz, executive director of the
ERISA Industry Committee in
Washington.

Other seminars designed for
benefit managers will cover new
benefit accounting rules; managing
doctor charges; health mainte-
nance organization networking;
utilization review; and new
COBRA rules.

In addition, the conference will
feature seminars focusing on gen-
eral risk management, risk man-
agement information systems, in-
ternational risk management,
general insurance, risk financing,
loss control/safety, law/legislation,
workers compensation, claims
management, exposures and per-
sonal and professional develop-
nnent.

And besides the 38 industry-spe-
cific sessions to be held at the con-
ference, for the first time an in-
dustry session recap will be held
especially for non-RIMS members.
Leaders of the industry sessions
dealing with banking, motor vehi-
cle manufacturing and import,
construction, public entities, real
estate and utilities will highlight
issues and ideas expressed by risk
managers during closed sessions,
explained Barbara Parker, assis-
tant RIMS conference director in
New York.

The Hilton Center at the Las
Vegas Hilton will house the 1987
RIMS exhibition hall, featuring
about 150 exhibitors. It also will be
the site of many of the seminars
and meetings, as well as registra-
tion, a message center and hospi-
tality suite listings.

Other sessions will be held at the
Riviera and Sahara hotels.

The registration fee for the full
conference is $595 for members
and $695 for non-members. For a
partial week, the fee is $475 for
members and $575 for non-mem-
bers. The cost for one day at the
conference is $195.

Because attendance is limited,
RIMS' Ms. Parker encourages at-
tendees to register and make se-
minar selections prior to arriving
in Las Vegas.

For more information, contact
the RIMS Conference Department,
205 E. 42nd St., New York, N.Y.
10017; 212-286-9292. |
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opinions

Voices are being heard

S STATEAFGISLATURES around the gauns

heading many of their agendas.

Both Georgia and Virginia lawmakers already
have approved legislation containing tort reforms
this year, while legislative approval may be draw-
ing near in other states, including Missouri. And,
still other state legislatures-including some of the
35 that approved tort reform measures during
1986-are beginning to study new tort reform pro-
posals this year.

We have long been a strong supporter of rea-
soned, balanced tort reforms, as well as reasoned,
balanced insurance industry reforms. And as these
issues receive widespread attention, other publica-
tions-both large and small-are voicing their sup-
port for attempts to reform the civil justice system
and change the way property/casualty insurers are
regulated.

Here are some views from newspapers around
the nation:

The heated issue of tort reform has been building
steam for months as public relations efforts on
both sides gained ground. Insurance companies,
trial lawyers and businesses make good arguments.
However, it's obvious that the Legislature needs to
make some changes.

The Legislature first should change the law to
make sure that the person or company responsible
for a certain percentage of damages only pays that
amount. Currently, the law operates under a joint
and several liability concept. That means, in prac-
tice, the richest party in the damage suit often
ends up paying the entire damage award.

The Legislature also needs to place a limit on
pain and suffering awards. Far too often, sympa-
thetic juries give exceptionally high money awards
in this area.

These reforms won't reduce liability insurance
rates. Those steep rates were caused by a number
of factors, with high jury awards being only one.

However, the changes should help stabilize lia-
bility insurance rates and make sure defendants
only pay for damage they are responsible for. At
the same time, victims will still receive damage
awards for their injuries.

-Beaumont, Texas, Enterprise

What lawmakers ought to be weighing, instead of
wispy claims about insurance costs and availabil-
ity, is whether the current system is flawed by in-
herent unfairness-which it is.

No thinking person should be advocating legisla-
tion that would deny an injured person the right
and opportunity to recover damages from the per-
son or entity responsible for the injury. The prob-
lem with the current system is that it often goes
beyond that.

.. .Current law seeks to compensate for the vic-
tim's hardship by arbitrarily imposing a different
hardship on someone else. And that's not fair.

-Spokane, Wash., Chronicle

.. .The liability insurance problem is not likely
to ease, contrary to the contention of opponents of
tort reform. That should encourage Virginia Gen-
eral Assembly members to act on the wide array of
proposals they face, not the least of which would
apply some carefully balanced restraint on pain
and suffering awards in personal injury cases.

-Norfolk, VVa., Virginian Pilot

Both tort reform and greater regulation of insur-
ers. . .(are) precisely what the legislative commit-
tee recommends. That can be expected to produce

bills intended to reform insurance practices as well
as bills intended to limit some types of damage
awards, to limit the scope of liability and even to
reduce the number of lawsuits.

Texans are caught between greedy lawyers and
greedy insurance companies-to use their own

terms for each other. It sounds as if the legislative
committee has zeroed in on a reasonable middle

ground as well.
-Fort Worth, Texas, Evening Star-Telegram

Business owners are being forced to pass up in-
vestment opportunities, abandon plans for new ex-
pansions and new products, delay expansions, pass
up job-creation opportunities, reduce employment
and even move out of state because Mississippi
hasn't faced up to the problem of tort reform.

Legislation is needed to penalize those who file
frivolous lawsuits, statutes of limitation need revi-
sion. . . .Tort reform should be a priority item for
the 1987 Legislature.

Pascagoula, Miss., Press

Erratic and exorbitant courtroom awards have
an across-the-board negative impact on the com-
munity. Businesses find it necessary either to cur-
tail products and services available to consumers
to avoid potential lawsuits or to hike prices to meet
rapidly rising insurance rates. Municipal services
are threatened with elimination, as are programs
offered by school departments. Hospitals and med-
ical professionals cut back on some regular ser-
vices and procedures and either halt or delay the
introduction of innovative techniques and medi-
cines. The list could be extended and the examples
multiplied, but the net effect is always the same:
The taxpayer and the consumer end up shouldering

the burden.

. .People should let their lawmakers know they
want action on this issue.

-Providence, R.l., Bulletin

The day-care insurance crisis is just another ex-
ample of how the litigation snowball threatens to
cripple elements of our society.

-Birmingham, Ala., News

We think joint and several liability should be
abolished. No person-not even one with "deep
pockets"-should have to pay a Larger proportion
of a jury award than the extent cf his responsibil-
ity for the accident.

Once tort reform is approved, we hope the As-
sembly will give its attention to other elements
which we consider essential to solving the liability
insurance crisis: better policing of physicians and
tougher regulation of insurance companies.

-Columbus, Ga., Enquirer

Moreover-in our opinion-more fundamental
changes will be required to reduce liability insur-
ance costs for government and business.

Laws are needed to: (1) limit the size of awards,
an approach that has slowed the rise of malprac-
tice insurance costs for California physicians; (2)
limit contingency fees paid to lawyers; and (3) es-
tablish a better system for monitoring pricing poli-
cies so that consumers aren't gouged or required to
pay the costs of insurance companies' failed invest-
ments.

Tort reform will again be deba ted in the Califor-
nia Legislature this year. As in the past, the danger
remains that the competing interests-insurance
companies and lawyers-will cancel each other out
and the Legislature will do nothing.

-Santa Rosa, Calif., Press-Democrat
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RIMS supports variable rate PBGC premium

By JERRY GEISEL
and DEBORAH SHALOWITZ

WASHINGTON-The pension
termination insurance premiums
employers pay the Pension Benefit
Guaranty Corp. should be based on
the financial condition of their
pension plans, the Risk & Insur-
ance Management Society says.

A so-called variable rate pre-
mium, already backed by the Rea-
gan administration, is fairer and
more equitable than the current
flat-rate PBGC premium, accord-
ing to RIMS.

"Under the present system, well-
funded plans provide a large sub-
sidy to underfunded plans,”
Howard Greene, RIMS associate
legislative director, said in testi-
mony submitted to the Senate Fi-
nance Committee.

Such a system punishes employ-
ers with well-funded defined bene-
fit pension plans while providing a
windfall for employers with un-
derfunded plans, Mr. Greene
added.

"Switching to a variable rate
will end or drastically reduce the
unfair subsidy-based scheme," he
noted.

"Furthermore, insurance is
based on paying in relation to risk,
and since the PBGC provides in-
surance, it makes sense to conform
PBGC premiums to established
practices."”

While the administration's vari-
able-rate premium proposal con-
tinues to be fine-tuned, it would
set an annual per participant
PBGC premium of roughly $10 to
$15 for plans that were fully or
overfunded.

For underfunded plans, the pre-
mium would rise in tandem with
the extent of underfunding, but
would be capped at about $100 per
plan participant per year (Bl, Dec.
29,1986).

By contrast, all employers with
defined benefit plans now pay an
annual PBGC premium of $8.50
per plan participant. Even with a
variable-rate premium structure,
basic premiums would rise because
the PBGC needs to collect more
revenue to pay for its massive $4
billion deficit.

But if the current flat-rate pre-
mium structure is retained, PBGC
premiums soon could climb to be-
tween $40 and $50 per plan partic-
ipant, Mr. Greene warns.

And, as premiums escalate, em-
ployers with the best funded plans
could flee the defined benefit plan
system, Mr. Greene said.

"These are the solid plans which
the PBGC is meant to foster, not
discourage," he added.

RIMS is believed t6 be the first
business organization to endorse a
variable-rate PBGC premium

structure.

Medicare expansion

Two key congressmen have in-
troduced legislation to expand
Medicare coverage to give the el-
derly greater protection from cata-
strophic health care bills.

The legisla-
tion, H.R. 1280
and HR. 1281,

llip./ ---1/ introduced late
last month by

2i - 2P RSP ERRNBY
11£jl Calif., chairman
/" of the House
HHA IIFBWIII Ways and Means
Al Health Subcom-
Rep. Stark mittee, and
ranking minority
member Rep. Willis Gradison, R-
Ohio, would limit out-of-pocket ex-
penses for Medicare-covered ser-
vices to approximately $1,600 per
year.
This cap on out-of-pocket ex-
penses would be financed by tax-

ing beneficiaries on a portion of the
actuarial value of the benefits for

which they are

eligible.
However,
4 under the pro-
posal, many ben-
eficiaries still
4 would nmnot be
taxed, because
their taxable in-
come-even by
counting the es-
timated $1,800
value of the
Medicare package as income-
would not put them over the thresh-

Rep. Gradison

washington

old that triggers the payment of fed-
eral income saxes.

Under the legislation, the maxi-
mum annual out-of-pocket cost for
hospital-covered services for a ben-
eficiary next year would be $541,
while the maximum out-of-pocket
expense for physician services
would be $1,000.

By contrast, Medicare currently
imposes a $520 deductible for the
first 60 days of hospitalization. For
hospital stays that last between 61

and 90 days, the daily coinsurance
charge is $130.

For any additional days of ho-
spitaization, the coinsurance
charge is $260 per day.

Medicare also now pays 80% of
physician bills, with no cap on the
beneficiary's out-of-pocket ex-
penses.

In addition, while Medicare cur-
rently limits hospice stays for the
terminally ill to 210 -€lays, the
Stark-Gradison bill provides cov-

erage for an unlimited number of
hospice stays.

While an expanded Medicare
program could reduce pressure on
employer-sponsored supplemental
retiree health care plans, taxing
Medicare benefits, as Reps. Stark
and Gradison propose, could be the
first step that could lead to taxing
health care programs for employ-
ees, experts say.

Pension terminations

The Senate Labor Subcommittee

and the House Labor-Management
Continued on next Page

Between vexing insurance problems and non-insuranci

When traditional paths to coverage
prove impassable. james insurance
brokers build new ways to get there.
James is a trailblazer in forming and
managing non-traditional risk man-

agement alternatives. Such as self-
insurance, off-shore captives, risk
retention groups, and over 50 differ-
ent kinds of association programs.

In industries like energy and phar-

maceuticals. in legal and medical
malpractice, in professional and
D & O liability, James is pioneering
new routes.

In more than 90 offices around the
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Relations Subcommittee will hold
a joint hearing March 24 on the var-
ious problems relating to the termi-
nations of under-
funded pension
plans and over-
funded pension i
plans.

Experts worry E

that the termina-
tions of under-
funded pension

plans threaten to .—- IA"Zil

bankrupt the
Pension Bene- 111llh 411'11

fit Guaranty Mr. Brock
Corp.

On the other hand, pension activ-
ists charge that the terminations of
overfunded pension plans could

mean smaller pension benefits for

plan participants-especially if
companies establish less generous
successor plans or no pension plan
at all.

Among the witnesses to testify
will be Labor Secretary William
Brock lIl. Mr. Brock will outline
the Reagan administration's sweep-
ing new pension reform proposals.

The administration's proposals,
among other things, allow com-
panies to shift surplus defined ben-
efit plan assets to special retiree
health care plans on a tax-free
basis, remove surplus assets from
overfunded plans without terminat-
ing the plans and beef up minimum
funding standards (BI, Feb. 23).

The subcommittee hearing will
begin at 9 a.m. in Room 430 of the
Dirksen Senate Office Building in
Washington.

olutions is adangerous chasm.
" PMSffzE/9*T'FFF 'jffp'WI'BMI'II/ZY A j1.#' /&

country through the network of the

Sedgwick Group, in 64 countries
worldwide, James innovations sur-
mount the difficulties to take clients

where they want to go.

Benefit hot line

A Washington-based benefits
lobbying and research organiza-
tion has started a telephone hot
line service to provide fast help on
benefit issues to its members.

The "Technical Assistance

Line," operated by the Employers
Council on Flexible Compensation,
will enable ECFC members to get
quick, informed, answers on ques-
tions regarding flexible compensa-
tion plans and 401 (k) plans, said
Executive Director Ken Feltman.

The special phone number is:
202-659-6364.

"This new telephone line, re-
served for our members, should
allow us to do what any trade as-

sociation should: serve our mem-

bers first," according to Mr. Felt-

America's premier insurance broker
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For more information, contact
the ECFC at 1660 L St. N.W., Suite

715, Washington, D.C. 20036; 202-
659-4300.

HMO Act changes

Employers have until March 16
to comment on a recent Reagan ad-
ministration proposal to repeal the
so-called equal contribution rule
contained in the 1973 Health
Maintenance Organization Act.

The equal contribution rule re-
quires employers to contribute the
same per-employee amount to the
federally qualified HMOs they
offer as they contribute to the
medical indemnity plans they pro-

vide.

Reagan administration officials

Jamesbuilds the bridge.

have said HMOs no longer need the
special protection offered by the
equal contribution rule (BIl, Feb.
16).

Comments on the HMO Act pro-
posal should be sent to the: Health
Care Financing Administration,
Department of Health and Human
Services, Attention: OPH-001-P,
P.O. Box 26676, Baltimore, Md.
21207.

Multiemployer plans

The Supreme Court will decide
whether the National Labor Rela-
tions Board or a federal court has
jurisdiction over a suit filed by
trustees of a multiemployer pen-
sion plan seeking recovery from an
employer that withheld funds from
the plan while it was involved in a
contract dispute with a labor

Gnion.

A 1980 amendment to the Em-
ployee Retirement Income Security
Act of 1974 says that trustees of a
multiemployer pension plan can
file suit against an employer in a
federal court if the employer fails
to contribute the negotiated
amount due under a labor agree-
ment.

However, the employer involved
in the pending case-noting that
its contract with the labor union
had expired-argues that the case
is a labor dispute and should be
decided by the National Labor Re-
lations Board, not the courts.

The case sterns from a dispute
between a construction company,
Advanced Lightweight Concrete
Co., and the Laborers Health and
Welfare Trust Fund for Northern
California, a multiemployer plan.
Advanced Lightweight stopped
contributing to the pension plan
when its contract with the union
expired.

The 9th Circuit U.S. Cour-t of
Appeals in late 1985 ruled in favor
of Advanced Lightweight Concrete
Co., saying that the federal courts
do not have jurisdiction over such
disputes.

Pension plan trustees claim that
if the Supreme Court agrees with
the lower court and upholds the
NLRB's jurisdiction over the case,
pension plans might not recover
the full amount owed to the plan
employers in these types of dis-
putes.

Pension plan trustees also noted
that the NLRB cannot award puni-
tive damages in these cases.

Debating family leave

Legislation that requires em-
ployers to give extended unpaid
family leave to workers could
"devastate" small employers, ac-
cording to a business lobbying or-
ganization.

The legislation, H.R. 925, which
was introduced by Rep. Patricia
Schroeder, D-Colo., requires em-
ployers with more than 15 workers
to provide up to 18 weeks of un-
paid leave to male and female em-
ployees for the birth, adoption or'
serious health condition of a child
or dependent.

Under the bill, employees would
be guaranteed their former posi-
tions when they return to work.

The Washington-based National
Federation of Independent Busin-
esses says the legislation has the
potential to cripple the efficient
operation of small companies.

"This legislation will devastate
small businesses and destroy the
very jobs advocates seek to pro-
teel,” NFIB President John Sloan
said.

Small businesses, Mr. Sloan
maintains, cannot operate effi-
ciently if they have to hold open
jobs for employees on extended
leave programs.

"To enact such an ill-conceived
law will almost certainly eliminate
jobs, bankrupt companies and, in
the long run, ensure the downhill
slide of our national competitive-
ness,"” the NFIB's Mr. Sloan
PPoimtecd couwuato 1
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Hansen board OKs Mercer-Meidinger merger

Shareholders of Deerfield, Ill.-
based benefit consultant A.S. Han-
sen Inc. gave overwhelming ap-
proval last month to a merger with
New York-based WVilliam M.
Mercer-Meidinger Inc. (BI, Dec.
15, 1986).

The merged firms will operate in
the United States under the name
of William M. Mercer-Meidinger-
Hansen Inc.

The merger, valued at about $45

million and earlier approved by the
board of directors at Marsh &

MelLennan Cos. Inc., Mercer-Mei-
dinger's parent, brings together
two firms of very different size.
Mercer-Meidinger, the world's lar-
gest benefit consultant, reported
benefit consulting revenues of $281
million and 4,129 employees in
1986, while Hansen, the ninth-lar-
gest U.S. benefit consultant ranked

i markets

by Business Insurance, reported
benefit revenues of $48.4 million
and 703 employees.

Steven W. Fargason, Hansen's
former chairman and chief execu-
tive officer, has been named a vice
chairman at Mercer-Meidinger-
Hansen and will serve on the board
of directors.

Diljit S. Juneja, who served as
president of Mercer-Meidinger,
will continue to serve as president
of the merged companies.

Including Hansen, the Mercer or-
ganization will have more than
4,900 employees with consulting
offices in 94 cities around the

world.

Under the terms of the merger,

Mercer-Meidinger paid about $45
million for Hansen, with the pay-
ment consisting of M&M stock and
a small amount of cash equiva-
lents.

Corporate headquarters for Wil-
liam M. Mercer-Meidinger-Hansen
Inc. are at 1211 Ave. of the

Americas, New York, N.Y. 10036;
212-997-7171.

Vision care PPO

A national vision-care preferred
provider organization, National
Vision Services, is now operational
in eight states: Arizona, Colorado,
Idaho, lHlinois, Massachusetts,
Mississippi, New Mexico, Ohio and

Utah.

In addition, the National Vision
Services now is being marketed in
20 other states.

National Vision Services says it
can provide vision care services to
employees at a 30% to 60% dis-

count.

Phoenix-based NVS offers se-

lected optometrists a chance to in-
crease their patient load in return
for discounted service and
eyewear.

Currently, there are more than
270,000 enrollees in the program,
including 100,000 subscribers of
Blue Cross & Blue Shield of Ari-
zona and 100,000 subscribers of
Blue Cross & Blue Shield of Mis-
souri.

This month, 38,000 additional
enrollees will be added, subscrib-
ers of Blue Cross & Blue Shield of

Colorado.

Employers also can contract
directly with the PPO. NVS acts as
its own third-party administrator.

In July 1986, Chief Executive Of-
ficer Ben Ward took the company
public, selling 880,000 shares at $5
a share.

"We would be very happy to
have 5% of the people in the United
States,"” Mr. Ward said. "We're
looking to build a national pro-
vider network of approximately
2,000 doctors, providing vision
care services to approximately 5
million subscribers and their fami-
lies.”

Mr. Ward and his associates also
launched a subsidiary, National
Hearing Services Inc., a hearing-
care PPO, in late 1986. NHS offers
enrollees full audiometric exams
by licensed audiologists. In addi-
tion, enrollees receive hearing aids
at a 50% discount.

Currently the NHS serves 60,000
enrollees in Arizona. But it will
soon be operational in Missouri
and Washington, D.C., where in-
surer contracts have just been
signed.

Mr. Ward said, "A hearing-care
PPO has great appeal to insurers
that carry Medicare supplements,

but many employers are gaining
interest,” as well.

As in the vision-care PPO, NHS
acts as the TPA and employers can
contract directly.

For more information on either
program contact National Vision
Services Inc., 4201 N. 24th St.,

Suite 300, Phoenix, Ariz. 85016;
602-956-7287.

New consulting firm

James S.
opened Brownlow Associates Inc.,
a risk management consulting firm
specializing in financial institu-

tions.

Brownlow Jr. has

Services offered include contin-
uous consulting, preparation of
specifications for bidding, claims
analysis and audits and risk man-
agement audits.

Mr. Brownlow formerly was se-
nior vp in the financial institution
division of Corroon & Black Corp.
in Chicago.

For more information, contact
Brownlow Associates Inc., P.O.
Box 498, Western Springs, lll.
60558; 312-246-5225.

Mergers/acquisitions

Charles V. James, former presi-
dent and chief executive officer of

Rollins Burdick Hunter of Wiscon-
sin Inc., has purchased Fitzgerald,
Clayton, Noyes & Kasten Inc.,
a Milwaukee insurance agency.

QCC Inc., an affiliate of Blue
Cross of Greater Philadelphia, ac-
quired Delaware Valley HMO of
Concordville

Noble Lowndes & Partners
Ltd., a major British-based inter-
national employee benefit consult-
ing and actuarial firm, has ac-
quired Chicago-based Compen-
sation & Capital Inc., an actuar-
ial and consulting firm.

New offices

Third-party administrator Hew-
itt, Coleman & Associates Inc.
in Greenville, S.C., has opened new
branch offices in Birmingham,
Ala., and Albuquerque, N,M. The
Birmingham office is located at: 25
W. Oxmoor Road, Suite 35, Hager
Building, Birmingham, Ala. 35209;
205-942-9510. The Albuquerque
office is at: 300 San Mateo N.E.,
Albuquerque, N.M. 87108; 505-
265-2250.

FLX Corp., a manufacturer of
flexible benefits software, has
moved to 130 S. State Road, Suite
103, Springfield, Pa, 19064; 215-
B oSN e Y =F—c W |
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If you want a reinsurer
who will plan ahead with you -

ring National Re! We work dosely with our clients to assum each treaty gives them optimum
protection for today's risks and for tomorrow's, as well. As a direct writer we modify the terms of treaties to meet
changes in our client's business plans.

If you want a reinsurer responsive to your present requirements, and concerned about your future, ring
National Re!

1411:111! National Reinsurance Corporation

Responsive Reinsurance

777 Long Ridge Road, PO. Box 10167, Stamford CT 06904 » 203/329-7700+ Telex: 965938
Atlanta + Chicago ¢ Dallas « Hartford « Ins Angeles * New York
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Deciphering flexible benefits can
be like learning another language.
No one should be expected to

know it all.

But we know one thing for sure.
The best way to tailor benefits to
satisfy employees and still control
costs is with the right flexible
benefits program.

At the CIGNA companies, we
believe we have just that, Because
in addition to being flexible ifs
manageable.

Our specialists start by working
with you and your advisors to
establish your plan objectives,
evaluate your current program
againstthese objectives, and design
your new Flexible Benefits plan.

A plan that can be as extensive
as you want. Because we can
provide a full range of products

underwritten by our various
subsidiaries.

Then together; well work to
implement the plan with an
employee communications
program. A highly individualized
program that reflects the character
and nuances of your company
Which does more than generate
understanding; it creates
enthusiasm.

As for the maintenance of your
plan, we'll always be there. Our
uniqgue systems handle enroliment,
recordkeeping and claims
processing. And we provide all the
day-to-day administrative support.
Everything you'll need to take your
plan into the future.

So if thafs where you're ready to
take your company write to Peter
Goff, Assistant Vice President 8256,
CIGNA Companies, Hartford. CT 06152.

Pbull discover our

CIGNA

Flexible Benefits plan
Nneeds no translation.
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MBGH conference

Experts study cost-containment efforts

By DONNA DiBLASE

CHICAGO-While employers
have made great strides in manag-
ing health care costs, they must put
even more effort into cost manage-
ment and quality assurance of
health care, sorne health care ex-
perts say.

These efforts are especially im-
portant if employers are to keep up
with the many trends in the health
care delivery system, they add.

And, employers must take a more
active role in lobbying efforts,
making known their views about
proposed health care benefit legis-
lation, they say.

Employers' health care cost-
management efforts as viewed

from the perspectives of physic-
ians, hospitals and government
were discussed at the seventh an-
Nnual conference of the Midwest
Business Group on Health, held
Feb. 26 and 27 in Chicago.

"One of the fundamental
changes employers have to adjust
to is high-technology medicine,"
said Dr. Richard Frey, a Minneap-
olis physician.

Most health care purchasers
focus their buying efforts on the
price of services, he said.

But, "discount buying is coun-
terproductive to cost control be-
cause there is no control on the
volume of services used. With dis-
counts, you're buying mismanaged
care," he said.

"If employers don't get away
from the mentality of discounts
and beating up the system-with
no volume control-we're going to
see health care costs go through
the roof," he warned.

And, while employers have re-
duced utilization of inpatient
health care through utilization re-
view programs, "they have done
little to effect quality, cost-effec-
tive ambulatory care,” Dr. Frey
said.

An effective health care pur-
chasing process first should ask
whether the service is necessary, he
explained.

Then, a quality assurance mech-
anism should be put in place to
review the quality of the service

SAVINGS PLAN
FOR UNDERWRITER

INTRODUCING THE ISU/AUTOMATED UNDERWRITING SUBMISSION SYSTEM, ISU/AUSS.
Your cost of doing business iust got lower. Why? Because the ISU/AUSS eliminates your need for
pre-acceptance inspections. You get a computerized inspection report based on unique and specific
questions revealing special exposures in over 500 separate and distinct types of risks.
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ACORD application right in your hands. Now you can process new and renewal submissions more efficiently.

ISU. Your BeHer Source of Better Business.

N o §

COST SAVER
FOR UNDERWRITERS.

With the ISU/Automated Underwriting Submission System you can be confident in applying
credits that get you iust the business you want at significantly reduced costs and an
improved quote-to-write ratio.

delivered. The process also should
include a mechanism for determin-
ing the most appropriate setting in
which to deliver the care-either
inpatient or outpatient.

Finally, the purchasing process
should determine whether the
price of the service is reasonable,
Dr. Frey said.

Cost-sharing with employees
also is an important cost-control
tool, he said. "The patient has to be
involved in his own health care and
should share in the costs of the
care. We've seen that first-dollar
coverage can be a disaster.”

And, physicians also should be
put at some financial risk to avoid
the delivery of unnecessary care.
Through risk-sharing, physicians

Only an ISU agent has access to the ISU/Automated Underwriting Submission System.
So call an ISU agency today. And find how we can be your Better Source of Better Business.

THE BETTER SOURCE OF BETTER BUSINESS.

insurance Systems Unlimited-(800) 682-0707- In California (800) 622-0974
Each Firm Independently Owned and Operated.

have an incentive to provide only
health care that truly is necessary,
because they could be responsible
for the cost of care that is deter-
mined to be unnecessary, he ex-
plained.

"Involving the patient and the
physician in health care costs gives
you volume control. Don't buy into
any system that doesn't give you

volume control,” Dr, Frey empha-
sized.

New trends in the health care
system also require employers to
be informed, active purchasers of
health care, the experts noted.

For example, in the near future
"we'll see more health care deli-
very on a regional basis instead of
on a national basis," said Joseph A.
Wasserman, president of Mercy-
Memorial Medical Center Inc. in
St. Joseph, Mich.

Other trends he predicted in-
clude:

« Regional health care organiza-
tions that have relationships with
quality physicians will grow and
be successful.

"As a result of this, some hospi-
tals will close or develop alterna-
tive delivery systems,” Mr. Was-
serman said.

- Hospitals will continue to di-
versify. And, many hospitals will
fail because of competition, size,
location, payer mix and inadequate
reimbursement, he said.

- Employers and health care
providers will place more emphasis
on the quality of health care.

"l predict the preoccupation
with cost will shift to an obsession
with quality,” Mr. Wasserman
contended.

- There will be significant
changes in both the way physicians
practice medicine and in the way
they are compensated.

"There will be more salaried
physicians and, by 1990, 80% to
90% of physicians will practice in
groups. There also will be a con-
tinued growth of alternative deli-
very systems,” he said.

Physicians also will face greater
malpractice expsoures and a more
competitive environment, since
there may be more doctors than
needed, he added.

- Health care will remain ex-
pensive because of increased tech-
nology and demand for services.

- The role of government in
health care will increase.

"This will be in the areas of indi-
gent care: nursing home care and
AIDS, which is a ticking time
bomb," Mr. Wasserman predicted,
referring to acquired immune defi-
ciency syndrome.

- Hospitals will become the
focal point for health care.

Hospitals will become high-tech-
nology centers and providers of
medical information and wellness
programs, he predicted.

= Providers will form networks

to maintain quality and control
costs. These networks will be
formed on regional and national
bases, and in cooperation with
payers of health care, he said.

And, Mr. Wasserman emphasized
that employers have been and can
continue to be more active pur-
chasers and payers of health care
through their own coalitions.

"Coalitions are not a transitory
phenomenon. This is a real effort
by employers to control what, in
the past, had been beyond their
control," he said.

In the future, the impact of coali-
tions will be important in both

rural and urban areas and for both

large and small businesses, he pre-
dicted.

But, an important change in the
work done by employer coalitions

is that hospitals will begin to be
Continued on page 18
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Mi, * caré plans could be the best

pprotection against employer liabil-
ity for the quality of health pro-
vided through the plans, one attor-
ney says.

"The key thing is to make sure
whatever you're doing, that you
clearly communicate it and you'll
go a long way," said John D. Blum,
director of the Institute for Health
Law at the Loyola University of
Chicago School of Law.

"And, if you can, build arbitra-
tion into any utilization review or
managed care contract," so litiga-
tion can be avoided, he advised.

However, "I don't foresee the
legal implications of health care
benefit plans as being major bar-

riers to employers cost manage
ment actions," he predicted.

Mr. Blum discussed the legal
issues for employers as purchasers
of health care at the seventh an-
nual conference of the Midwest
Business Group on Health, held
Feb. 26 and 27 in Chicago.

"A corporation must determine
its obligations to provide health
benefits. There are few statutory
requirements, except that once you
offer benefits, you are legally
bound to provide what you said
you would," Mr. Blum said.

One of an employer's major re-
sponsibilities in purchasing man-
aged care plans, like health nnain-
tenance organizations, preferred
provider organizations and utiliza-
tion review programs, is "you have
a duty to investigate and monitor
what you are offering," he said.

Also, you should know the
plan's -track record of lawsuits
filed against it, as well as the per-
formance of health care providers
participating in the plan," he ex-
plained. However, litigation pend-
ing against a plan does not indicate
overall poor health care perfor-
mance of the plan, he added.

Employers also should use any
credentialing criteria as a guide in
evaluating the plan.

For example, the American Assn.
of Preferred Provider Organiza-
tions soon will have available a
new credentialing function for
PPOs, he said (B, Feb. 16).

This credentialing process can
indicate to employers the selection
criteria used by the plan to choose
participating health care provid-

ers, quality assurance procedures,
utilization review and financial

solvency of the plan.
"A very clear liability for em-

ployers stems from the employer's
interaction with its health care

plan,"” Mr. Blum.

For example, administrative
errors can occur in which an em-
ployee or dependent may think
they are covered by the plan and
discover the contrary only after
they receive health care services.

If clear, current records are not
kept by the employer or the un-
derwriter of the health plan, the

employer or insurer could be liable
for the costs of the uncovered

health care services, he said.
Although there is little case law
of emp16yers' liability in the utili-
zation review area, one lawsuit
over utilization review was filed in
California last summer.
In the case, a female Medicaid
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We dont just call it our
Return-to-Work Systemr
We get results.

Not every disabled claimant can return to work in the same
job as before the disability. But Crawford & Company's
RETURN TO WORK SYSTEM assures you that many will
reenter the work force in jobs that suit their present skills.
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We earn your confidence . . .

Our professionals in Health and Rehabilitation assess skills,
motivate people, and-most importantly-find jobs.

one assignment at a time.

For more information, send coupon or write:

L. Patrick Norton

Assistant Vice President

Crawford & Company

Health and Rehabilitation
Services

5620 Glenridge Drive

P.O. Box 5047

Atlanta, GA 30302
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y stem liability

patient sued MediCal, the utiliza-
tion review program for Califor-
nia's Medicaid program. ,

In the case, the plaintiff and her
attorney claimed that she was dis-
missed from the hospital too early
after being treated for blood clots
in her leg. MediCal notified the pa-
tient and her physicians that she
had been in the hospitalfor the
necessary length of time and would
not be covered for any additional
services, the suit alleges.

The patient later had to have her
leg amputated because of compli-
cations resulting from an early
hospital discharge, Mr. Blum said.

While her doctors did not argue
against the hospital dismissal, the
plaintiff sued only the MediCal re-
view organization.

A court decision in the case is
at least two years away, he said.
However, in preliminary rulings,
"the court did make very clear that
the reviewer could indeed be held
liable," he said.

Fourth-party audit organiza-
tions-like the employer's utiliza-
tion review agent-can' definitely
be held liable for errors in their
utilization review process and
errors in their professional judg-
ment, Mr. Blum explained.

However, employers can control
this liability by working arbitra-
tion into the contract to avoid liti-
gation, he said.

Issues that can trigger liability
problems in utilization review pro-
grams include patient confidentia-
lity and the patient's or employee's
understanding of the mechanisms
for obtaining approval of care and
coverage from the review organi- f
zation, he said.

A major liability issue for health
maintenance organizations falls
under a law known as "bad-faith
breach of contract," he said.

Under bad-faith breach of con-
tract, a defendant can be charged
with conscious wrongdoing and
failure to perform a duty stated in

a contract.

"In California, we see hundreds
of these actions. But, they are not
widely reported because in Cali-
fornia, HMOs require mandatory
binding arbitration. This says

something about the benefits of 1
building arbitration into the con- 1
tract to avoid litigation,” he ex- ;
plained.

And, if such a case is litigated,
the award can be huge, he said. 9

For example, in one bad-faith
breach of contract action against a
health insurer, a plaintiff was
awarded $3.5 million, $3 million of ,
which was punitive damages, he
noted.

This tort has not been aggressi- 2
vely introduced into the area of
utilization review, he added.

The main liability concern for
employers with regard to PPOs is
in the antitrust area, he said.

"For the future, we may see an
increase in private litigation over
antitrust" concerning an issue
called monopsony, he said.

Monopsony WhICh is the oppo-

§|te mono o ly;oceurs in the 1

ealt care m lace when a

rouB urch sers b yserwces

rovi ers W O are wi
set prices at very low levels in re- 1
turn for a certain marketshare of
— ===atice—nr » = _ -
Before managed care, providers

had a monopol%/ in which they
could set prices at very high levels,
€ explaine

While em Iogler I|ab|I|t stem-
ming from managed care p
may be limited, employers stlll
should be aware of the potential
for liability.

However, implementing preven-
tive measures is the best strategy
for employers to limit their expo- 1
sure while concentrating on health
care cost control and quality assur-
ance, he said. |



Cont:nued from prev,ous page
against the risks, he said

For example, "if you were in a
burning building, the benefits of
you jumping out the window far
outweigh the risks of staying in the
burning building But, if you are
dared through a bet to Jump out
the window of a non-burning
building, the risks far outweigh the
benefits of a payoff,” he illus-
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must be evaluated, he said
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"In one test series, about 22% of medic
the patients who received routine highe
chest X-rays during emergency outcor
room treatment after accidents had Fer
false negative results," he said
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'Safer and more cost-effective medicine that
brings better quality outcomes for patients could'
mean cheaper medicine. But, cheaper medicine
does not necessarily mean safer medicine,' says
Dr. Eugene Robin of Stanford University.

terectoi...

DbRﬁ;bﬂtEurther rotefd "Ab(lut sciﬁ‘ntiﬁc studies S@i the[ 15 no canger that one is exposed to go 1,000,women die during the sur-
BOURRSIBYE PRI HRECR S DR e @%?'%F‘gﬁéfr X&%ﬁ@%%’@ﬁﬁ%eﬁ@ﬁiwqggwws
thre€'to five years atter the sur- Ro%ﬁng%tﬁﬂe risks of the X-rav IS even.areater." he contended In" 1986, 200,0 f'these were

y Eﬂf, a?ohg Wit aﬁa@/zmg the performed About 100,000 of these

re often

impair- : .

LS R PG o R ARt ks epefs o rcseiies Sgeros areseromIed a0 e
d lb@tgﬁﬂ?@%aen ead 16 feped &ést X- costs andeenefitstBof r%%%%al gro-sggyefit from t??e prog]edure,"phé

and eyen more corrpgliscgt cedures; Dr Rabinabsetiedective ~ Some unnecessary tests, while

NCNOS | %Hﬁmélmmeé'iﬁkfa@:q%%id' false
ng@@ﬁﬁﬁ( S thPt the X-rap( cheager. meddlcme E%ut cheaper co d "w njure or kill the
could be read as a ralse negative medicine does not necessarily paqﬂg@t, Xﬁi o |b ;@1‘% 188X
- Routine chest X-rays and a treatable condition could be meawﬁﬁgecre?seadr'f 'Qﬁrgg§,8%gts and cals posé more risks than benefits,
"Since 1972, a series of excellent overlooked i

he said

But, employers and employees
can take action to control costs,
risks and quality during the iatro-
epidemic, he said These actions

include
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* Learn more about the medical

system and how It generally works
"Medical education and leader-

ship is a perfectly legitimate con-

‘ T cern of business and Industry
14 1.-1 -k There's an enormous hunger for
medical information in this coun-

try-so, form Classes in your com-

pany to meet that need," Dr Robin

advised

» Know and understand your
own medical records
» Obtain an independent second
opinion or more than one extra
opinion
= Buy and learn to use the
At 7 KL A "Physicians' Desk Ref_e_rence,"
vk AT which lists medical conditions and
3%3*-1'4'1, how they normally are treated
4.1 - Learn to use some doctor as an
T . "ombudsdoctor" who can advise
61:2%. 6.7t» , and inform you about your care
without actually treating you
* Develop an active role in your
own health care
t.*S:1, Most of all, Dr Robin recom-
mended, "Patients, get off your
knees and take the doctor off of the
pedestal
"We need an organized effort in
which educated employees and em-
ployers can improve the safety and

effectiveness of health care,” Dr
Robin said
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Hurricane Hotline.

Since CATALYST can simulate individual storms,
we offer our Hurricane Hotline as an earlywarning
system. In the hours before landfidl, we will run the

catastrophe losses within 48 hours of notification
of your companfs paid loss recoverables

Find out more about

howE.W. Blanch can helpyou.

* Fast Quotes
* High Limits
* VERY COMPETITIVE

RATES
National Weather Service's latest estimates of likely Call us and let us show you what our thirty (213)
storm characteristics and instantly communicate the years of reinsurance experience and state-of-the-art 653-5060
range ofloss estimates to you So you can plan claims cataslt:rophe capa}pilities.can do”fgr yoll(J.W ”
strategies beR»r the storm or more information, call Fran IIKInson, BEDFORD®
i CPCU and Partner at (612) 893-1977. E W Blanch
Recoverables advanced within

INSURANCE SERVICES, INC
7966 BEVERLY BOULEVARD

Co. Reinsurance Services, 3500 West 80th Street,
Minneapolis, MN 55431, Telex 62814039.

e o ©E W Blant h Co 1987
'Itidi,-idual ic,mpanv's nickiel results m.t) van anth &o

E.W. BLANCH CO.

48 hours.

In addition to CATAIYSI for qualifyingprograms
we have developed a rapid recovery facility to protect
you from potential investment liquidation or cash
flow shortfalls We will advance first layer windstorm

90048-4590

A Crusader Insurance
C 1982 Unto American Corp



1 benefit beat \
NCR offers new pr6g-,--

for mental health cove r

NCR Corp. is offering its em-
ployees an incentive to control the
cost and quality of the psychiatric
care services they utilize.

Under a new psychiatric bene-
fits program called "The Psychiat-
ric Advisory Service," employees
receive increased coverage if they
contact the company's employee
assistance program before seeking
mental health care services, ex-
plained Douglas M. Bartlett, direc-
tor of U.S. employee benefits for
the Dayton, Ohio-based electronics
manufacturer.

"We have had an employee assis-
tance program for three years and
it helped employees to handle
problems through company-paid
short-term counseling," he said.

Originally, the EAP provided
confidential counseling for prob-
lems such as family and marital
conflicts or stress.

The EAP is administered by St.
Louis-based Personal Performance
Consultants Inc.

Under the new Psychiatric Advi-
sory Service, which became effec-
tive in January, the EAP will refer
employees needing further treat-
ment to the appropriate psychia-
trist, psychologist or counselor.

After receiving a referral, em-
ployees receive a special health
claim form that entitles them to
increased coverage of their outpa-
tient psychiatric care, he said.

Usually, the plan covers 50% of
the cost of office visits, up to a
maximum of $30 per visit and a
maximum of 50 visits per year. But
if employees use the EAP referral
service, coverage is increased to
80%, up to a maximum of $70 per
visit for up to 50 visits per year.

NCR's group indemnity plan-
which includes psychiatric bene-
fits-is self-insured, with claims
administered by The Prudential In-
surance Co. of New York. Some
25,000 employees aFe covered by
the plan.

"Employee reaction to the Psy-
chiatric Advisory Service has been
very positive," Mr. Bartlett said.

Wellness program

Travelers Corp. is combatting
medical care cost increases with a
wellness program for its own em-
ployees.

The Hartford, Conn.-based in-
surer recently opened The Tra-
velers' Taking Care Center, the
newest component of its Taking
Care Program.

The program is a product of Tra-
velers' subsidiary, The Center for
Corporate Health Promotion,
which markets wellness programs
to employers, according to a spo-
keswoman.

The new fitness facility houses
exercise equipment, a swimming
pool, a sauna and a track. There
also are meeting rooms for health
education courses such as nutrition
education, stress management and
prenatal classes. Some 5,000 em-
ployees are eligible to use the cen-
ter, at an annual cost of $100, pay-
able through payroll deductions,
the spokeswoman said.

Employees must obtain authori-
zation from their own physicians
that they are in good health to par-
ticipate. Then, Travelers' own
medical staff performs a fithess
evaluation, which is used t6 help
employees set their own fitness
goals. The fithess evaluation in-
cludes tests that measure body fat,
stress levels, back condition, car-
diovascular fitness, strength and
cholesterol levels.

Employees' physical conditions
and their progress in the fitness

programs will be periodically
monitored as part of a Travelers'

study on the rela tionship between
modification of health habits and

medical care cost savings, said the
spokeswoman.

Benefit beat keeps insurance and
employee benefit managers in-
formed on what other companies
are doing and of current develop-
ments in the employee benefit field.
We'd like to know if you've made

any changes. Write Donna DiBlase, 3755 Orange Place « Cleveland, Oh.#
Associate Editor, Business Insur-

ance, 740 N. Rush' St., Chicago, Il
60611; 312-649-5393.

Strength and seous+Hy in a changing world.

Strength in our oapitaland surplus.
Streng:h in our service loboth treayand
facultallve clients. And seeurly in
knowing Ihal Skandia, serving clients
sinee 1900, isthe aides' operating
relnsurance com In the

qyam#eageJ a‘Q}or >5 eFjﬁa C/YOI’KAL

SKANDIA AMERICA GROUP
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- to the report, in 1986,
j» % of the companies paid pre-
miums of less than $25,000 for
their primary liability insurance,
compared with 16% in 1982. And
36% of the companies paid
$500,000 or more for their primary
coverage in 1986, compared with
only 17% in 1982.

A similar increase has been seen
in the cost of excess liability cover-
age. In 1986, only 3% of the re-
spondents paid less than $25,000
for their excess liability coverage,
compared with 20% in 1982. And,
in 1986, 48% paid $500,000 or more
for their excess coverage, com-
pared with 8% in 1982.

Deductibles also have risen. Ap-
proximately 26% of the companies
reported a deductible or self-in-
sured retention of less than

$100,000 in 1986, compared with

389 in 1982. And, 199; had a de-
ductible or SIR of $1 million or
more in 1986, compared with only
9% in 1982.

These increases in premiums, de-
ductibles and retentions ma.v force
more corporations to use risk fin-
ancing alternatives, such as cap-
tives. The report says, about one-
fourth of the respondents are con-
sidering making such a move
within the next two years. How-
ever, 86% of the companies still
bought their liability insurance
from a commercial insurer in 1986,
down from 89% in 1982.

"For most of the companies sur-
veyed, product liability insurance
coverage has remained fairly
steady, notwithstanding increases
in its cost,” Mr. Weber said.

He also claims that, although the
number of product liability law-
suits filed against the respondent
companies has increased in recent
years. the effect on the companies
also has been minor.

"The current findings leave no
doubt that a substantial number of
lawsuits are filed against com-
panics on product liability charges.
Two-thirds of the corporations
surveyed have had suits filed
against them within the past five
years," he said.

Of those companies sued, 60%
face up to 25 suits annually, 20%
face 30 to 100 suits an year and
14% face 101 to 500 lawsuits. And,
the report notes, the cost of re-
sponcling to such large numbers of
suits can be high-regardless of the
outcome.

"But for many major corpora-
lions, the task of responding to a
large number of lawsuits has be-
come a way of business life." Mr.
Weber said,

And. the report shows most com-
panics do not fare badly in the
legal arena. In commenting on the
disposition of their five most-re-
cent lawsuits, risk managers said
that the complaint was dismissed
in 14% of t.he cases, the COUI't ruled
in favor of the defendant in 12% of
the cases, the ruling went against
the defendant in 6% of the cases
and they were not sure of the dis-
position in 4% of the cases. The
remaining 64% of the cases re-
suited in out-of-court settlements.

And, in 57% of those cases set-
tled out of court, the settlement
amount was less than $25,()00. The
settlement was $500,000 to
$999,999 in only 2% of the cases,
md $1 million or more in only 3%
of the cases.

In response to the liability issue
in general and the increased cor-
porate costs associated with it, 439
of the respondents said their com-
pany had passed on a small por-
tion of those increased costs in the
form of higher prices to consumers.
Mot-e than two-thirds of the com-
panies said that 19/;, or less of the
final cost of their product can be
attributed to the cost of liability
insurance, and an additional 11%
put the figure at 2% to 3% .

The next-most common manage-
ment response to the liability issue
was to alter product labeling, an
action that was taken by more than
one-third of the companies sur-
veyed. Less than one-third of the
companies improved the safety de-
sign of their product. And one-
fourth of the firms said that they
had discontinued a product or ser-

Mr. Weber concluded that, al- ;
though the responses of the survey
participants do not reflect the state
of the liability situation among
small businesses, the report's find-'f
ings "refute the general contention S
of a severe and deepening crisis in 7
tort liability and insurance avail- 1
ability, at least for the nation's
large corporations. The impact on j
the general economy, likewise, is f
believed to have been minor." |
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Cost containment

Continued from page 16

included and viewed as part of a
solution to health care problerns,
instead of as the cause of the prob-
lems, he added.

However, Mr. Wasserman said,
to take an active role in employer
coalitions, hospitals must be will-
ing to:

* Provide occupational health
services, health education and
wellness programs.

= Participate in concurrent
claims review.

* Support the development of
alternative delivery systems if the

employer community desires.
- Provide information on health

care issues and local health care
concerns.

« Assist in the development of
model health benefit plans and
data base development for claims
review.

In general, he said, hospitals
must be willing to work together
with employers in a positive, con-
structive way.

But, employers also must recog-
nize that they are part of the prob-
lem of high health care costs, Mr.
Wasserman said. For example, if
employers offer first-dollar medi-
cal coverage to their employees or
don't have a utilization review
program, costs and utilization are
not being controlled.

To move toward solutions to
health care problems, he said, em-
ployer coalitions should focus their
efforts on:

- Inviting provider participa-
tion in coalitions.

« Becoming involved in local or
regional health care planning
projects.

+ Determining health care prob-
lems before implementing solu-
tions.

- Rewarding cost-efficient,
quality providers and punishing
those who aren't.

* Trying to understand the hos-
pitals' concerns, problems and
goals.

* Clearly communicating em-
ployer objectives to health care
providers to gain acceptance and
support.

This can help avoid a "we/they"
mentality, Mr. Wasserman said.

- Playing a stronger role in
health care legislative issues, such
as indigent care or medical mal-
practice problems.

"If not, employers may be forced
to overpay their share," Mr. Was-
serman said.

Employers must exercise their
ability to "get in there and tell
your ideas for dealing with health
care problems," agreed Robert B.
Helms, Assistant Secretary of the
U.S. Department of Health and
Human Services.

The major health care issues cur-
rently facing Congress and em-
ployers are an increasing elderly
population, a large number of peo-
ple with no form of health insur-
ance and medical costs that are
steadily rising at an annual rate of
about 8%, Mr. Helms said.

"I'm concerned that we may have
oversold the ability of the private
sector to take care of all of these
problems," he said.

And, while there is "still a very
real resistance in the Reagan ad-
ministration to raise taxes, Con-
gress is still concerned about these
problems and costs,” Mr. Helms
continued.

"But, | think Congress has deve-
loped unrealistic expectations
about what employers can do. I'm
optimistic that business can do
something, but Congress wants to
push too much to employers," Mr.
Helms observed.

"On the state level, there's talk
of mandating benefits for cata-
strophic care," and there could be
more action taken to provide
health insurance for some 37 mil-
lion uninsured Americans, he said.

"Mandating insurance would
have enormous cost effects. The

mandates in COBRA already make
employers responsible for some
uncovered individuals," he said,
referring to the Consolidated Om-
nibus Budget Reconciliation Act,
which requires employers to ex-
tend health benefits to divorced
and widowed spouses of employees
and to most former employees.

And, in addition to the increased
health care costs employers could
face as a result of the coverage
continuation requirements of
COBRA, they also are facing a cost
shift from providers, he said.

Health care providers shift Costs
to employers and insured patients
to make up for revenues lost as a
result of providing care to unin-
sured patients and Medicare recip-
ients.

Aside from actively monitoring
and participating in legislative
movements, employers -must re-
quire employees to share in medi-
cal costs up front. This gets people
to take control of their own costs,"

Mr. Helms advised. -

Overutilization of health care
creating new risks: Doctor

By DONNA DIiBLASE

CHICAGO-AN "iatro-epidemic" is spreading
throughout the nation's health care system, according
to one physician.

The iatro-epidemic is the overutilization of some
medically unnecessary services-which also may be
unsafe-by doctors or medical practitioners, according
to Dr. Eugene Robin of Stanford University in Stan-
ford, Calif. +

"In our country, if we're not hemorrhaging from
escalating health care costs, we're certainly dropping a
trail of blood," he added.

Dr. Robin discussed the risks and costs vs. the bene-
fits of some of these overused services at the se-
venth annual conference of the Midwest Business
Group on Health, held Feb. 26 and 27 in Chicago.

"There has been an increase in the number and na-
ture of risks resulting fromm medical care services
today. This is because rapid advances in medical sci-

Alicia $1.27 billion. Elena $622 million. Gloria

$618 million. First there's the calm. Then the storm.

The losses pile up.
Whben tbe next devastating hurricane happens,
will your catastrophe minsurance limits be adequate?

E.W. Blanch announces CATALYST.'

Finalli the latest technological advances in
computer science and weather analysis combine

to create a hurricane and tornado catastrophe risk
modd that dares to look to the future. CAIAIYSI

severity for as many as several thousand storms, we i
develop a profile of potential losses. From this you
can more confidently decide how much catastrophe
reinsurance to buy

Using National Weather Service Data
and Monte Carlo mathematical simulation, the

CAIAIYST model can estimate your Probable

Maximum Losses due to either hurricane or

tornado catastrophe.

ence and technology over the last 20 to 30 years have
not been matched by improved safety and efficiency of
delivering care," he explained.

The current iatro-epidemic is different from iatro-
genie conditions-unanticipated health complications
resulting from surgery or other medical procedures, he
said.

One of the causes of the current iatro-epidemic is
gross errors in medical judgment, such as ordering un-
necessary tests for a dying patient that serve no health
benefit, he said.

Another is deliberately performing a procedure
without taking all the necessary safety precautions,
he explained.

For example, performing surgery on a patient who is
in a sitting position after general anesthesia has been
administered can cause serious brain damage, Dr.
Robin said.

It is important to weigh the benefits of an action

Continued on next page

a1

The analysis is tailored toyour book ofbusiness,

using your insurance in force by line by zip code.

Make reinsurance decisions
with more confidence.

By simulating both the frequency and the

Test cases prove CAIAIYST is reliable.

The CATALYST model has been run using the

measured storm characteristics of Hurricane Gloria

and applied to sample companies. Estimated losses
were within 8% of those actually incurred.”



Introducing Our New Line ...
One Size Fits Groups of 10 to 99

Ifyour clients with 10 to 99 emptoyees haven't
found a plan that fits, Provident Mutuatt new
group coverage is tailored to their needs.

Our new plan is suited to the medium-sized employer who wants a
coordinated gack_agse gﬁigy]allty coverage, competitive cost and

convenient administr

Let your client try this selection of coverages:

- Life, AD&D, Dependent Life

* Major Medical (15 +lives), with Prescriptive Drug Plan
» Dental Coverage

* Long'lbrm Disability

Our standard cost containment features, styled to your client's
needs, are included in all plans. They include second surgical opinions
... pre-admission testing... out-patient surger%/... limitations on
weekend admissions... hospice and home héalth care benefits...
skilled nursing facility benefits... with pre-admission certification/
continued stayreview available as an option.

Compﬁtitive, rates, quick quotes and simple enroliment procedures
complete'this winning combination.

Soifyourclients are feeling the pinch fromplans that just don't fit
try Provident Mutual's new product for groups of10 to 99.". . ith just
your style. Call your nearest group offic€'listed here.

Provident Mutual Group Sales Offices

Atlanta
(404) 393-1300

Baltimore/Washington
(301) 598-4800
Charlotte

(704) 376-6209

Chicago Area
(312) 990-8200

Detroit Area
(313) 354-5850

Florida Northern California
(305) 660-0801 (415) 392-5117
Greensboro Philadelphia

(919) 294-4240 (215) 568-3930

New England Southern California
(617) 423-4283 (213) 383-6000

New York [exas (Dallas Area)
(212) 759-0111 (214) 506-9200

North & Central New Jersey  ‘|pxas (Houston Area)
(201) 233-3400 (713) 621-7650

PROVIDENT MUTUAL

SECURITY THROUGH FINANCIAL SERVICES
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The Kiss." Edvard Munch.

Diagnosis ismore
than half the solution.

Help.When your people need help.

Swiftly and accurately getting to the
source of an employee's problem means
help has already begun. Brownlee Dolan
Stein are the Employee Assistance
Program professionals with the special
experience, the unique skill, to diag-
nose a problem, often within one single

session.

Mistaken ldentity.

As you know, people often misunderstand
what their problem is, or are reluctant to
acknowledge it. Brownlee Dolan Stein is
so skilled in diagnosis, they quickly get
beyond seeming causes to the real source.
Valuable time is saved, and people are
spared the pain ofprotracted analysis.

Pressure is released.

Once a person knows and acknowledges
what is wrong, pressure is released, help
and healing have begun. By achieving this
rapidly, Brownlee Dolan Stein dramati-
cally reduces your Employee Assistance
Program costs, and starts your employees
on the path to better job performance.

A program especially designed
for you and your people.
Your company and its people are special,
they require a special program. Brownlee
Dolan Stein sits down with you to under-
stand your business, your employees, your
Employee Assistance Program objectives.
A program is conceived especially for you.

Cost Containment.

Together you and Brownlee Dolan Stein
monitor your Employee Assistance Pro-
gram to measure how it reduces medical
claim costs and absenteeism, and improves
job performance and employee morale.

Let us help you help your people.
Brownlee Dolan Stein will be pleased to
present their credentials to you and
acquaint you with their work for a diverse
group of America's leading companies.
Together you and they can analyze your
Employee Assistance Program needs and
design a program to achieve the agreed on
objectives. Jack Dolan will be pleased to
have you call him at (212) 608-5638.

BrownleeDolanStein

TheEmployee Assistance Program

© 1987 Brownlee Dolan Stein
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By ALISON KITTRELL

Virtually all employers offer
some sort of mental health cover-
age for their employees, and almost
half also offer an employee assis-
tance program, according to a re-
cent survey. However, the types
and amounts of coverage offered
vary widely.

The survey by Lincolnshire, lll.-
based Hewitt Associates showed
that 292 of 293 companies offer
mental health coverage to employ-
ees and their dependents, but very
few companies kept statistical data
on their mental health programs.

Of those companies that kept
such data, a slight majority noted
at least a small increase in em-
ployee utilization of mental health
services in the past few years;
others note an increase in per-em-
ployee costs for mental health

The two most common reasons
for offering the coverage were a
sense of moral obligation, cited by
37% of the companies, and a need
to keep up with the competition in
benefits, cited by 35%.

Only 15% said they offered men-
tal health coverage as part of a cost
management scheme for their over-
all medical plan. Six percent cited
employee demand for the benefit,
and a mere 1% said they offered
the benefit to improve employee
productivity.

In addition, although virtually
all employers offer some coverage
for mental health care, most of
them place restrictions on the
kinds of treatment covered.

For example, 91% of the pro-
grams surveyed cover the costs of
treatment for substance abuse.
Psychotherapeutic treatment costs
are covered by 85%, and the costs
of psychiatric drugs prescribed by
a doctor are covered by 84%.

Some 69% of the programs sur-
veyed cover the costs of psycholog-
ical testing, and 64% cover group
psychotherapy.

Only 36% of the programs cover
the costs of marital or family
counseling, while 24% pay for psy-
chological day care, and 19% cover
therapy for developmental or
learning disabilities.

In addition, 93% of the surveyed
companies provided separate
limits for the treatment of mental
health problems. Some 71% have
specific limits for both inpatient
and outpatient costs. But, 19% said
their specific limits are for outpa-
tient care only, while inpatient
care is covered as any other ililness
under the medical plan.

About 18% of the companies
have combined limits for inpatient
and outpatient mental health care.
Of these, 91% have a lifetime dollar
maximum ranging from $3,750 to
$500,000, with a median of
$45,000. And, 22% have an annual
limit ranging from $1,000 to
$20,000, with a median of $3,250.

And, about 22% of the companies
have a separate limit for substance

, abuse treatment. Of these, 71%

have an annual length of stay limit,
with a median of 30 days per con-
finement, and 38% have a lifetime
limit on number of confinements,
with a median of two.

Ten percent have a dollar limit
per plan year, with the median
limit of $1,250, and 17% have a
lifetime dollar limit, with a median
limit of $10,000. And, 13% cover a

limited percentage of costs asso-
ciated with treatment of substance

abuse, with a median of 80%.

Some 58% of the companies in-
clude some kind of cost-control

measures in their mental health
benefit plan, including pre-certif-
ication of inpatient admissions, re-
quired by 38%; concurrent review
of inpatient admissions, required
by 34%; data analysis, 26%; mental
health case management, required

by 20%; and retrospective review
of inpatient admissions, 16%.

Only 10% of the companies sur-
veyed could provide data on per-
employee mental health care costs
for the years 1984 through 1987.
Among those that could provide
the data, the average cost in 1984
was $118. That rose 15% in 1985 to
$136. And, the report estimated
another 15% cost increase in 1986,
to $156, and an 8% boost in 1987,
to $169. Further, 33% of the com-
panies could not provide data on
employee use of mental health

Finally, the survey showed that
47 % of the companies sponsor an
employee assistance program, with
an additional 10% considering of-
fering such a program. And, 91% of
those companies that offer an EAP
extend coverage to the dependents
of employees.

The most common problem co-
vered by an EAP is substance
abuse, covered by 99%. Mental and
nervous disorders are covered by
92%, and marital or family prob-
lems are covered by 91%.
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Survey examines mental health benefits

Most of the EAPs are free to enn-
ployees, at least up to a certain
Nnumber of visits. Some 34% offer
unlimited visits at no cost to the
employee, and 47% are free to em-
ployees up to a median of three
visits.

Only about half the employers
surveyed could estimate the EAP's
annual charge per employee.
Among those that could, the me-
dian was $18 per employee.

One respondent said that, as a
result of the EAP, his company had
experienced "reduced turnover by

rehabilitated employees who might
otherwise be discharged."

A second said that the EAP
"program essentially paid its own
costs in the first year." And an-
other said that, through the EAP,

"A lifewas saved.”

Copies Of the survey, "Company
Practices in Mental Health Cover-
age," are available for $45 each
from Hewitt Associates, 100 Half
Day Road, Lincolnshire, Ill. 60015,

Attention: Cathy Schmidt; 312-
295-5000.

BALTPM

THE LAST MORNING IN A GERMAN PORT
ANNO 1866

E arly German settiersset salfone..

land requiring their skills and talents.
They knew a hard life lay ahead

but they accepted the risks involved.
We, too, came to North America

many years ago in search ofnew
markets requiring our skills and talents.
We knew that many years ofhard
work layahead and we accepted

the risks involved.We persevered

and succeeded as they did.

HANNOVER Re: your partner for the future.
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HANNOVERRE
Karl-Wiechert-Allee 50 D-3000 Hannover 61 - West Germany
Telephone 011-49-511-5604-0 Telex 841-922599 (hanr)



THIS APPROACH,F | PLOYEE BE NEFITS

oesn't try to herd ev r

mpI, yee benefit plan mto a

* Because no two emplovee populatlons arealike. ™

| And no two employee benefit plans need be either. A plan ’that works

so well in one company could be a costly failure at another.

‘That's why we generate creative solutions to your company’s

'--'-employee benefit problems based on our experience and broad capabilities in
treating employees as the individuals they are. i

i In so doing, we'll show you ways to meet your speafic objectives.

Real ways to provide meaningful, value-added benefits while controlling

costs. Effective ways to encourage posmve Cost-effectlve changes in

- employee attitudes.

o Our flexible-benefit solutions help you manage costs and help your

employees better appreciate the value of the benefits you provide.

Our managed health care system offers you an expanding network of
excellent programs to contain costs, including mdemmt) plans PPOs and
prepaid health care plans.
~ Our Group Universal Llfe program not only enhances your benefit
- package at no cost to you, but can also help reduce your retired life liability.

And our innovative information management systems allow you to
evaluate performance, analyze trends, and make more effective decisions.
- See how our 70 years of experience and experhse in employee benefits
can answer your needs.

Call Bruce Davidson, Vlce President, at (203) 277-4518. He'll answer all
your questions and send you a copy of our new comprehensive brochure,
“The Travelers Seven Part Solution.”

The Travelers Insurance Company and its Affiliates, Hartford Connecticut 06183.
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Will history recur?

Market hardening for administrators of work comp claims

By Dave Guyer

OT LONG ARG curance

industry sounded a warning to the
public: Premium increases are
inevitable. Because of substantial
losses from previous years, rates for
almost all lines of commercial

insurance would rise.

Few took the warning seriously. And
when the hard market finally hit,
there were policy cancellations,
astronomical rate increases, reduced
availability of needed coverages and a
public outcry.

No one likes to believe that history
repeats itself, but a similar hardening
of the market is now being felt in the
market for third-party workers
compensation claims administration
services. This time, let's hope the
marketplace hears the warnings and
prepares for the worst.

At the heart of the storm is the
increased cost of doing business.
Claims examiners currently are
demanding-and receiving-higher
fees from their clients. General
business expenses have increased and
profits have dwindled into the red.
Third-party claims administration
firms are faced with the simple
alternatives of either closing their
doors or increasing their fees to
produce a reasonable profit. The days
of absorbing loss, loss-leader
departments and continuous
downspiraling of profits are a thing of
the past.

Conscientious buyers need to get
ready for higher fees than they have
paid in the past.

As an observer of the industry, |
have witnessed many situations that
support this forecast. For example, in
1985 it was not uncommon to observe
spreads in bid proposals in California
as high as 136% for the same account.
In 1986, we see those spreads reduced
significantly to about 30% to 40%. |
have also watched the cost per claim
rise from $150 to a more realistic
figure of $225 and higher.

In a recent bidding for the workers
compensation claims administration
business for a Southern California
public entity, 80% of the companies
bid a fee of more than $200 per claim,
and 60% bid $225 and higher per
claim. In this same example, the firms
with a low-bid tradition were still 30%
above their quoted cost per claim of a
year earlier. Even a high bidding firm
came in with a quote higher than the
previous year, though the difference
was only 10%.

While most self-insurers would
think that these increases are
exorbitant within such a short period,
in actuality, they are long overdue.
Many changes have taken place within

the industry in the past two years that
are reflective of the business

environment and the need for a more
realistic pricing for quality service.
Several companies have left the
workers compensation claims
administration business entirely

because of economics-big names such
as Marsh & McLennan Cos. Inc.,
Employee Benefits Insurance Co. and
Industrial Indemnity Co. Likewise,
independent companies have been

unable to compete and have closed
their doors. Still others have suffered

marked reductions in business and
substantial crunches within their
organizations in their attempts to
remain solvent.

Claims administration firms
dedicated to providing quality service
for their clients face some basic
economic factors. One of these
elements is the high cost of competent,
service-oriented personnel. A
certificated examiner in California
now commands approximately $30,000
in annual salary, plus benefits. The
recommended case load for such an
experienced examiner is
approximately 250 open indemnity
files. The cost to the company for
overhead and support is
approximately two times salary.
Therefore, the examiner really costs

entirely

While those firms are busy cutting
their fees, a client's claim costs are
skyrocketing. Under such a scenario,
the self-insured program ultimately
costs more in claims expenditures than

the increased cost of administrative

services.

Another phenomenon earning
greater acceptance and popularity is
the movement of qualified claims
examiners from employee to
independent contractor status. More
and more certificated examiners are
finding they can earn $20 to $30 per
hour as independents, and earn $200
per week more than if they were an
employee earning $30,000 per year. At
that differential, they need only work
40 weeks per year instead of 52.

This movement could dramatically
increase the cost of doing business for
a third-party administrator that is
forced to employ independent claims
examiners as a result of staffing
shortages.

Additionally, these independent

Third-party claims administration firms are faced with the

simple alternatives of either closing their doors or increasing
their fees to produce a reasonable profit. The days of
absorbing loss, loss-leader departments and continuous
downspiraling of profits are a thing of the past.

the TPA $60,000 per year.

Divide the average case load of 250
claims into the $60,000 and you find
that the TPA's actual cost per claim is
$240. And, keep in mind that this is a
minimum figure.

Some executives of well-known
claims administration firms say that
salaries must remain around 40% of
total costs in order for them to break
even. If that's true, the real cost of an
examiner is $75,000, for a cost per
claim of $300.

Other executives say 2.3- to
2.5-times salary is the break-even
point, which produces a real
administration cost of $276-$300 per
claim. If you use the theory that each
employee must produce $65,000
income, the cost per claim is $260.

No matter what formulas or
methods are used, the conclusion is the
same: To achieve quality
performance-the real

cost-saver-claims administration

companies will be forced to charge
their self-insured clients more.

How then can some firms quote fees
below the real cost of handling an
'account? The answer is simple: They
cut services.

These administration firms increase
examiner caseloads and reduce the
level of quality. They utilize defense
law firms, rehabilitation firms,
investigative firms and other vendors
to perform claim functions that are
billed against the claim file. They
render huge increases in following
years; they commingle profit centers
and accept clients as loss leaders; or
they suddenly leave the business

claims examiners may not have the
best long-term interests of the client
at heart. They can always move on to
another company if the going gets too
tough. These factors can easily create
increased costs to a slef-insured
claims administration program.

How then does the self-insured
employer know how to choose a
quality claims administration firm, or
know when they are receiving quality
service from their TPA? It's not easy,
and self-insurers may need help if they
are not familiar with the workers
compensation industry.

I have found that it is not so much
what a company says it will do but,
rather, what it doesn't say that creates
large differences among
administration firms.

First, you cannot assume that every
claims administration company will
provide the same level of service for
the quoted fees. You must know about
what services you need and desire, and
what it takes to provide these services
at your desired level. Then you need to
evaluate each proposal and compare
them in great detail.

Proposals that promise to
"administer your claims in accordance
with workers compensation laws" are
not sufficient. You need much more
specific information and you need it
incorporated as part of your formal
contract.

Second, have the proposing (or
incumbent) firm clearly demonstrate
how they arrived at their quoted fee
for your program. Justification that
the administrator's fee is the "going
charge in the industry” is meaningless

and insufficient. You should know the
people who will handle your program,
how much they make in salary and
benefits, overhead costs and profit
factors.

With this information you can more
easily determine which company can
do the best job for you. This exercise
may also give you important clues as
to the forthright responses and the
productive relationship you can expect
in the future.

Third, do your homework. Check
references and independent sources. |
even recommend that you check with
former clients to determine why they
left and what level of service they
received for specific fees. If an equal
size client received the same promises,
for the same fees, but was not
satisfied, you also may experience
similar problems.

Fourth, it is advantageous for
self-funded employers to consider

claims administration firms that have
established cost-containment
programs, because generally 50% of
the claims dollar is spent on medical
reimbursement. Historically, employee
benefit programs have been more

advanced in their use of
cost-containment features than have
workers compensation programs.
Therefore, it might be wise to
consider choosing an administration

firm that has a good cost-containment
track record in health benefits as well.

Claims administration firms with
cost-effective cost-containment
features will perhaps require higher
fees because of additional costs in
setting up and maintaining these
features. In the long run, however, the
higher fees will probably be worth it
in terms of lower claims levels.

Fifth, conduct your own annual
independent audit of your workers
compensation TPA's performance. |
have seen employers, which haven't
audited their TPAs for several years,
react with great surprise when they
discover that their self-funded
program is not performing the way
they expected or wanted. The
administration firm is not going to tell
you they are not performing, so you
need to find out for yourself.

The audit is a double-edged sword
and a very beneficial tool for the
client. The annual independent audit
can reveal problems but can also
disclose the high-quality programs
and areas producing good results and
accomplishments. | frequently find
employers that are unaware of the
high-quality service they are
receiving, or how well their program is
being administered.

Continued on next page

David G. Guyer is
president of Insurance = —Im>.
Management Services
in Anaheim. Calif.
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ASK A BENEFIT MANAGE R

DEFRA made changes

to life insurance rules

I understand that income

may be e 1a-tnses

"grandfathered" under the

law. Would you please explain

how the law works in this
regard and what classes of retirees are
"grandfathered?"”

' Before 1984, an employee who
retired and was covered for
retiree group life insurance had
no income imputed to him or her
on account of such insurance,
regardless of the amount.

The Deficit Reduction Act of

1984, however, imposed the
following change on the more liberal pre-1984 law
by extending Internal Revenue Code Section 79
rules for group term life insurance to retirees.

First, income is imputed for amounts of retiree

group life insurance provided under non-discrim-
inatory plans in excess of $50,000 at the Section 79

Table | rates.

Second, key emplcyees in discriminatory plans
plans that favor the key employees over other
employees have income imputed to them in the
entire amount of their retiree group life insurance
and such income is imputed on the greater of the
actual cost (age-related) of the insurance or the
Section 79 Table | rates.

Key employees include: Officers of the company
(not to exceed 50 or, if lesser, the greater of three
employees or 10% of all employees); the 10
employees owning the largest interest in the
company; employees owning 5% or more of the
company; and employees owning 1% or more who
are paid more than $150,000 a year.

All other employees in a discriminatory plan have
income ascribed to them on the basis of Section 79.

Third, all employees who were age 55 or older on
Jan. 1, 1984, were "giandfathered" by DEFRA. For
these employees, the liberal pre-1984 law would
apply as long as they continued to be covered by the
plan. Employees lose their grandfathered status if
the plan is changed to increase benefits.

Furthermore, emp_oyees who retired after Jan. 1,
1987, also lose their grandfathered status if the
plan is discriminatory.

If the employee is a key employee, income is
imputed on the entire amount of insurance or the
Section 79 Table | rates. If the employee is not a key
employee, income is imputed on the basis of Section
79.

Accordingly, you must have amended your plan

before Dec. 31, 1986, to eliminate any
discrimination either in eligibility for coverage, in
benefits or in employee cost, to protect the
grandfathered status for all of your employees who
were age 55 or older on Jan. 1, 1984.

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

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

This month's column, on employee

benefits issues is written by Joseph W.

s IL Duva, director Of employee benefits at

'S Allied-Signal Inc. in Morristown, N.J.

HL- ,’0*1 1 Ralph F Pern, JT., up and director of

' | risk management at Amfac Inc. in San

f Francisco answers risk management

questions. And, William J. Miner, an

76 actuary with The Wyatt Co. in Chi-

cago, answers actuarial questions on

benefits issues. Richard E. Sherman, a

principal with Coopers & Lybrand in

San Francisco, answers actaurial

questions in the casualty field. Mr. Duva's and Mr.

Perry'S columns appear atternatety on the second Mon-

day of each month. Mr. Miner's and Mr. Sherman’'s col-

umns appear alternately on the first Monday Of each
month. Mr. Duva's next column will appear in May.

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

Mr. Duva

Job stress caused heart attack: Court

A heart attack, suffered by an
employee after he left work, was
compensable where it was established

legal briefs

Cooke.

The appellate court concluded that
the employee exclusion in the policy

that he was under severe stress while
at work and that job stress was a
material contributing cause, according
to an Oegon appellate court.

Howard Hurst worked as a union
business agent. For six months prior to
his heart attack, he had worked long
hours under serious stress. Mr. Hurst
had frequently lost sleep at night
during this time because of worry over
his job.

On Oct. 4,1984, hehada strenuous
and long day beginning at 4:30 a.m.

with travel for the union and
attendance at several emotional union

meetings. During the night of Oct. 5,

he awoke ill.

His wife drove him to the hospital
where it was determined that he had
suffered an acute myocardial
infarction. A later angiogram

confirmed that he also suffered from
arteriosclerotic heart disease that
pre-existed the infarction.

Mr. Hurst filed for workers

compensation benefits, but his claim

was denied.

The appellate court said that,
although Mr. Hurst suffered the
infaretion after he left work, he was
under severe stress while at work.
According to his physician, the
court said, the attack followed that
stress.

Thus, the court concluded that Mr.
Hurst had proven by a preponderance
of the evidence that his job stress was
a material contributing cause of his
infarction.

The court held that his injury was
compensable.

Hurst us. SAIF, Court of Appeals of
Oregon, Nov. 20, 1985 (BI/05/D.-$5).

Race discrimination defense

AN insurer was held to have
breached its duty to defend its
policyholder in a suit claiming
employment race discrimination,
according to the Court of Appeals of
Washington.

In 1976, Castle & Cooke Inc. was

sued in federal court in an

employment discrimination class
action. Cooke was covered under an
insurance policy issued by Great
American Insurance Co. that obligated
the insurer to pay all sums that Cooke
became legally obligated to pay

as damages because of personal

injury.

Personal injury was defined to
include racial discrimination not
committed by or at the direction of the
policyholder.

The policy excluded coverage for
mental anguish or bodily injury to any
employee arising out of and in the
course of employment.

The federal racial discrimination
suit sought lost wages and damages
for physical suffering, arbitrary
treatment and mental anguish. Cooke
notified Great American of the suit.
However, Great American denied
coverage and refused to defend Cooke.
Cooke then brought this suit seeking a

declaration that Great American had a

duty to defend and damages for

breach. The trial court ruled for

was clear and unambiguous.

"Although there is no insurance
coverage and no duty to defend
employee claims for bodily injury or
mental anguish, there is a duty to
defend non-intentional employment
race discrimination claims which
allege damages for lost wages and
arbitrary termination,” the court
said.

The court concluded that Great
American had a duty to defend Cooke,
although the court also held that
Great American had not acted in bad
faith.

Castle & Cooke Inc. us. Great
American Insurance Co., Court of
Appeals of Washington, Jan. 6,1986
(BI/0O1/N.--$10)

These abstracts were prepared by
Cases Unlimited Inc. Copies Of these
decisions are available by sending a
$10 check payable to Cases Unlimited
to Business Insurance, 740 N. Rush St.,
Chicago, lll. 60611. List the number for
each opinion.

Workers compensation TPAs

Continued from previous page

The hardening of the workers compensation
claims administration market is a good indicator of
the need for higher TPA rates, but caution and
research are still appropriate. Some companies that
have consistently underpriced their services for
years are now utilizing this hardening market to

"blend fees."

This is the process of using exorbitant fee
increases to correct the substantial losses of the
past. This activity is unacceptable.

Fortunately, high-quality workers comp claims
administration firms are not participating in "fee

blending.”

While their costs are also increasing and their
fees are reflecting these increases, the percentage
of increase is reasonable, justifiable and
explainable.

New legislation, other recent state requirements
and the multitude of new, innovative and
competitive administration programs are forcing the
quality firms to increase fees in order to provide
quality service and cost-effective administration.
The savings produced by high-quality programs far
outweigh the increased fees.

The hardening of the market is a clear indication

that those companies that have traditionally been
"low balling" their fees have recognized they cannot
continue to exist at past fee levels and provide the
quality of service now demanded by the educated
employer.

Employers can expect to see much greater
competition among TPAs than ever before, with the
emphasis upon individual programs and techniques
that will produce greater savings to the self-insured
employer, rather than large fee differences. Quality
programs will produce savings in self-insured

workers compensation programs that far exceed the
administration fee.
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Get the red carpet difference
foryouandyour clients.

There's a difference with CareAmerica Health Plan.

We call it the red carpet difference.

Unparalleled service-

before, during and after the sale
One of our plans or options not quite right? Our pro-
fessional sales staff will work with you to customize
exactly the right plan for your client or prospect. We'll
even help prepare proposals and assist in the presen-
tation. And we're still with you after the sale with
timely answers and fast response.

Our spirit of service extends to plan members, too.

For example, we've installed a 24-hour Hotline to
answer virtually any question about their plan.

CareAmerica's quality is
second to none

As you'd expect, we offer only the best providers and
facilities available-over 2,000 doctors and 35 maijor
medical centers to choose from. And coverage extends
throughout Los Angeles, Orange, Ventura, San
Bemardino and Riverside Counties. All of this in addi-
tion to the expected HMO advantages such as no
deductibles and no paperwork.

So, what's the bottom line?
Special service. Quality support.Very competitive
rates. And our assurance of long term price stability.
Let us give you red carpet service and show your
clients the red carpet difference.

Call CareAmerica at 1-800-CARE-4-US. Or
return the request form below. .

CareAmerica -

It's tomorrow's health plan. And it's here today.

CareAmerica i

20520 Nordhoff, Chatsworth, CA 91311-6191
Name
Company
Addreqq
City Stnre 7™
Average Client size:

75.99 1004000 O 1,000
,Under 7.5 ver 813
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British timber industry forms brocer

By CAROLYN ALDRED

LONDON-The British timber
industry is hoping to improve in-
surance terms and availability

through the formation of its own
insurance broker.

T.T.F. Insurance Services Ltd.
was formed jointly by the Timber
Trade Federation, representing 530
timber firms in the United King-
dom and Ireland, and Lloyd's of
London broker Bain Dawes P.L.C.
to provide insurance services ex-
clusively for TTF members.

T.T.F. Insurance Services, which
began operations on March 1,
plans to offer premium reductions
on marine, credit, property/ca-
sualty, life and pension insurance
for TTF members, said the com-
pany's chairman, John Wright,
who also acts as honorary trea-
surer of the federation.

So far, 27 members of the federa-
tion have said they plan to place
their insurance through the new
broker, said Mr. Wright.

"We hope to offer significantly
better terms than those available
for non-members by using the bulk
buying power of our members to-
gether with improved risk manage-
ment methods designed to mini-
mize claims,” said Mr. Wright.

The broker already has placed
policies for TTF members with sev-
eral underwriters, including Royal
Insurance Group P. L.C., Lloyd's
underwriter A.L.S. Motor Policies
and credit insurer Trade Indemnity
P.L.C., said John Loosemore, man-
aging director of the new bro-
kerage and director of Bain Dawes'
U.K. new business division.

Bain Dawes also helped form a

london

brokerage for the Road Haulage
Assn. in Britain several years ago.

Duty of care

A decision by a London High
Court overturns the British insur-
ance industry's 200-year-old prin-
ciples of duty of care, according to
an insurance lawyer.

The high court decision last year
that awarded a group of banks as
much as $33 million because an
employee of the insurers failed to
disclose information about credit
insurance policies written for the
banks sets a very worrying prece-
dent, said David Higgins, the in-
surers' lawyer and a partner of the
London law firm Herbert Smith.

"If the judgment is upheld. . .all
insurers will have to review their
understanding of duty of care.
After 200 years, the underlying
principles by which the insurance
industry is governed will have to
be changed,"” Mr. Higgins told a
meeting of the Insurance Institute
of London.

The two insurers, Skandia (U.K.)
Insurance Co. Ltd. and Westgate
Insurance Co. Ltd., formerly Hodge
Mercantile & General Insurance
Co. Ltd., are appealing the deci-
sion in favor of the banks. The
banks involved are: Chemical Bank
of New York; America Fletcher
National Bank of Indianapolis;
Banque Keyser Ullman of Switzer-
land; Credit Lyonnais Bank Ne-
derland N.V. in Switzerland; Ar-
buthnot Lathan & Co. Ltd.; and

Banque Arabe et Internationale
d'Investissments in Paris (BI, Oct.
13,1986).

The insurers were held liable be-
cause an underwriter, who worked
at different times for both insurers,
failed to tell the banks that cover
notes were inaccurately prepared
by the broker.

The credit insurance policies at
issue in the case were written to
guarantee loans worth up to 53.8
million Swiss francs ($32.8 mil-
lion), on which the borrower later
defaulted.

"In principle, an insured can
claim damages from an insurer
arising from loss suffered by the
insured as a result of a breach of
the obligation of the utmost good
(faith) by the insurer," said High
Court Justice Johan Steyn during
the ease.

However, this decision implies
that "every insurer and insured
owes a duty of care quite separate
from his liability in contract,” ac-
cording to Mr. Higgins.

"The judge'™ finding is quite
without precedent and devastating
in its implications. . .if the judg-
ment is upheld in appeal, | can see
the economic activities of our
country becoming inhibited by the
threat of endless litigation," he

said.

Football stadium fire

More than 200 people are ex-
pected to file claims against Brad-
ford City Football Club, which has
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been found partially liable for a
1985 stadium fire in which 56 peo-
ple died and 200 were injured (BI,
May 20, 1985).

Claims are expected to total be-
tween 5 million and 10 million
pounds ($7.74 million and $15.5
million), sources say.

In a test case brought jointly by a
woman who lost four members of
her family in the blaze and a po-
liceman who suffered injuries, a
High Court judge in Leeds appor-
tioned two-thirds of the blame to
the football club and the remain-
der to the local county council.

American International Un-
derwriters (U.K.) Ltd., insurer for
the now-disbanded council, has
been given 14 days to file an ap-
peal, said Claims Supervisor Ste-
ven Eckhardt. However, no deci-
sion to appeal has been taken yet,
he added.

No appeal is being planned by
Sun Alliance P.L.C., the football
club's insurer, sources say.

Some 110 claims, including 40 by
policemen who were injured at the
scene of the blaze, have been filed
so far, but more are expected, said
Mr. Eckhardt.

The council, whose affairs are
now managed by a residuary body
to handle any outstanding matters
faced by the council, is covered
under a general liability policy
written by AlU, said Stuart Hoare,
the body's lawyer.

Neither Mr. Eckhardt nor Mr.
Hoare would comment on the pol-
icy limits, although they are be-
lieved to be "more than adequate."

Bradford City Football Club,
which is a member of the British
Football League, is "fully covered"
under a policy held with Sun Alli-
ance, said Brian Cook, a director of
Lloyd's of London broker S.W.
Taylor & Co. Ltd., which acts as
broker for all 92 clubs in the
league. However, he would not
comment on policy limits.

A spokesman from Sun Alliance
confirmed the company was the
sole liability insurer for Bradford
City Football Club, but refused to
comment on the policy "while the
case is still subject to appeal by the
council.”

The fire, which took place during
a football match at the grounds in
1985, was watched by millions on
television as it spread though a
grandstand in less than five mi-
nutes. The football club had been
warned in 1980 by the govern-
ment's Health and Safety Execu-

tive that years of trash accumu-
lated underneath the stadium seats

presented a fire risk, according to
evidence presented to the court.

Sedgwick plans

Lloyd's of London broker Sedg-
wick Group P.L.C. plans to con-
tinue its growth in the United
States with the help of its three re-
cently acquired U.S. brokers, ac-
cording to Chairman Carel Mossel-

Mr. Mosselmans predicts that
profits from the United States will
exceed the broker's home-grown
profits next year, and he pinpoints
employee benefits as a major
growth area for Sedgwick in the
United States.

Meanwhile, Sedgwick's world-
wide pretax profits in 1986 rose 9%
to 135.5 million pounds ($209.6
million) from 124.3 million pounds
($192.3 million) in 1985. Revenues
increased 10.1% to 640.4 million
pounds ($990.7 million) compared
with 581.5 million ($900 million)
pounds the previous year.

About 245 million pounds ($379
million) of revenues came from
Fred S. James & Co. Inc., Sedg-
wick's major U.S. subsidiary.

Sedgwick acquired three U.S.
brokers last year-The Crump Cos.
Inc., ranked as the eighth-largest
U.S. broker in 1985; Armistead
Group Inc., the 37th-largest U.S.
broker in 1985; and Arthur L.
Owen & Co. Inc., the 69th-largest
broker-giving it a good base from
which to expand in the United
States, said Mr. Mosselmans. The
retail brokerage operations at all
three companies are being merged
with James.

"The strategy of establishing a
major presence in the United
States, initially by acquisition and
subsequently by organic growth, is
of fundamental importance to the
future. . .of Sedgwick," he said.

In the past year Sedgwick "has
achieved an important strategic
goal in the U.S. in direct retail
broking, wholesale broking and re-
insurance broking from which to
expand organically,” said Mr.
Mosselmans. Business is now be-
ginning to flow in both directions
across the Atlantic, he added.

Overall, the company's expenses
rose to 504 million ($780 million)
in 1986 from 450 million pounds
($696.2 million), part of which was
due to a doubling in Sedgwick's
errors and omissions insurance
premiums to nearly 20 million
pounds ($31 million) in 1986 from
less than 10 million pounds ($15.5

Continued on next page
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Continued from previous page
million) the previous year, said Mr.
Mosselmans.

Increased E&O premiums is a
problem being faced by all British
brokers, he said, admitting that the
1987 premium had remained static
at around 20 million pounds but
for "substantially less cover."

Also, Mr. Mosselmans said that
Sedgwick did not face any "ma-
terial financial loss" as a result of
litigation involving a $62.2 million
claim for a damaged oil rig in the
Beaufort Sea.

The rig's insurers, led by Com-
monwealth Insurance Co. of Van-
couver, are refusing to pay the
claim, contending the risk was
misrepresented either by the rig's
owners or by two Sedgwick subsi-
diaries that brokered the coverage
(Bl, Feb. 23).

Royal's results

Royal Insurance P.L.C. is pre-
dicting a "substantial improve-
ment" in its U.S. workers compen-
sation business over the next two
years the only line of business in
its North American portfolio that
didn't improve in 1986.

A turnaround in Royal's North
American underwriting experience
in 1986 helped boost the group s
total pretax profit more than 600%
to 304.8 million pounds ($471.5
million) from only 41.4 million
pounds ($64 million) in 1985.

Royal pretax profits from U.S.
operations jumped to 141.7 million
pounds ($219.2 million) from a
1985 loss of 22.7 million pounds
($35.1 million) on written premi-
ums of 1.4 billion pounds ($2.2
billion), up from 1.3 billion pounds
($2 billion) in 1985.

Royal's U.S. combined ratio 'm-
proved by more than 12 percentage
points in 1986 to 102% from 114.3%
in 1985, mainly due to h'gher

prices in commercial business said
Chairman Alan Horsford.

Comings and goings
Michael Eve appointed chair

man of the non-marine and special
risks division of Lloyd's of London
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broker Seascope Insurance Hold-
ings Ltd. Mr. Eve was previously
managing director of BankAmerica
Insurance Services Ltd. and has
held senior non-marine director-
ships with Jardine Insurance Bro-
kers and Sedgwick/Bland Payne.
Mr. Eve has been appointed to de-
velop Seascope's development of
its non-marine activities.

Peter Syfret appointed a direc-
tor of Lloyd's broker Jardine
Glanvill Ltd., the London and in-
ternational insurance markets op-
eration of Jardine Insurance Bro-
kers Group. Mr. Syfret, formerly a
director of Price Forbes Federale
Volksas (Pty) Ltd. in South Africa,
will be responsible for running the
company's cargo department.

Alexander Stenhouse Europe
Ltd. appointed Michael J. Barrett
as chief executive officer, succeed-
ing Malcolm J. Grint who retires
in April. Mr. Barrett, was pre-

viously chief operating officer of
Alexander Stenhouse Ltd.'s Lon-
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HOW WEINSURED AN
AIRPORT WHEN IT WENT TO SEA

Every bitof material and equipment needed
to build the 96-square-mile King Khaled
International Airport in Riyadh, Saudi
Arabia more than a billion dollars' worth
of cargo from around the world-was
insured by Fireman's Fund.

Few companies will ever take on such
a mammoth project. But with 122 years
of ocean marine experience, we knew we
could handle it. And we did.Without a hitch.

Over the years, we've insured virtually

every type of ocean cargo imaginable.

From peanuts to locomotives.

Our ocean marine surveyors know the
business like the back of their hand. Many
grew up with the sea in their bones.

They've been boat builders, steve-
dores, sailors, and ocean captains. Our chief

surveyor went to sea when he was seven-
teen. He's been with Fireman's Fund

since 1970.
Our independent surveyors are

likewise part of the famil We can call
them up at a moment's notice. Whether
they're in Buenos Aires or Borneo. And
we can depend on them to be down at aport
checking a ship or settling a daim within
hours of our phone call. In short, we know
the seven seas. Call us up anytime. ,,i
Fromanywhere intheworld.If you /
have cargo that has to cross the ®/,8 JIL
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Mutual of Omaha names top executives

John D. Minton has been pro-
moted to deputy chief executive of-
ficer of Mutual of Omaha and
United of Omaha in Omaha, Neb.,
in a realignment of top manage-
ment at both companies.

Mr. Minton has served as presi-
dent and chief operating officer for
Mutual of Omaha since 1970 and as
senior executive vp at United of
Omaha since 1984.

John W. Weekly will succeed
Mr. Minton as president and chief
operating officer of Mutual of
Omaha. Mr. Weekly has served as
senior executive vp in charge of

group insurance and computer
data services for Mutual and

United of Omaha since 1981.

In addition, William J. Hetzler
will take over as president and
chief operating officer of United of
Omaha on April 1, succeeding
Conrad S. Young, who is retiring
from those positions and also from
the post of senior executive vp for
Mutual of Omaha.

Mr. Young has been with the
companies since 1948. Mr. Hetzler
has served as senior executive vp-
operations for United of Omaha
since 1983.

Other insurer changes:

Charles T. Gerry named senior
vp-operations planning at Crum &
Foster Corp. in Morristown, N.J.
Mr. Gerry, who joined Crum &
Forster in 1960 as an inland marine
underwriter in Los Angeles, most
recently served as senior vp-human
resources and planning for a Crum
& Forster unit.

Eldon A. Ziegler elected vp-
claims for Nationwide Insurance
Group in Columbus, Ohio, suc-
ceeding Carl MacDonald, who re-
tired. Previously, Mr. Ziegler was
vp-claims for Employers Insurance
of Wausau, a Nationwide affiliate.
He joined the company 24 years
ago.

At Celtic Life Insurance Co. in
Chicago: James Daly promoted to
senior vp-special health products
division, Lindsay Resnick pro-

comings & goings: industry

moted to senior vp-product man-
agement and Barbara P. Neihus
promoted to executive vp in
Celtic's small group division. Mr.
Daly joined the company in 1986
after working at Humana Insur-
ance Co. in Louisville, Ky. Ms.
Resnick came to Celtic in 1985
from the Blue Cross & Blue Shield
Assn. Ms. Neihus, formerly senior
vp-actuary, has been with Celtic
for two years.

Richard R. Savage appointed
vp-government and industry rela-
tions at The Home Insurance Co. in
New York. Mr. Savage formerly
was executive vp at the Insurance
Services Office in New York.

At San Francisco-based Indus-
trial Indemnity Co., 10 field man-
agers were promoted to the posi-
tion of resident vp: Steve Albers
of Seattle; Jim Bily of Portland,
Ore.; Don Blackwell of Walnut
Creek, Calif.; Maury Costa of
Sacramento, Calif.; Nancy Dun-
gan of Stockton, Calif.; Bob Giar-
raputo of Fresno, Calif.; Larry
Jones of Orange, Calif.; Dean
Middour of San Jose, Calif.;
Roger Newman of Phoenix, Ariz.;
and Gary Purdom of Anchorage,
Alaska.

Wade W. Hersperger Jr. pro-
moted to vp-national accounts at
Penn Mutual Life Insurance Co. in
Philadelphia. Mr. Hersperger for-
merly was second vp-sales.

Ilvan 0. Ace named president of
the Kemper Group's Northeast di-
vision headquartered in Syracuse,
N.Y., and elected vp of Kemper's
national property/casualty com-
panies. Mr. Ace formerly was
Kemper's Quincy, Mass., branch
manager.

Robert J. O'Brien elected vp-
group special plans and Philip E.
Soule elected vp-group benefit
plans at State Mutual Life Assur-
ance Co. of America in Worcester,

Mass. Mr. O'Brien, who has been
with the company since 1958, was
elected second vp-group insurance
underwriting in 1978. Mr. Soule
has been with the company since
1972, most recently serving as re-
gional sales vp for the Midwest re-
gion.

James M. Cooper Jr. elected se-
nior vp of Selective Insurance
Group Inc., an insurance holding
company based in Branchville, N.J.
Mr. Cooper has been with the com-
pany for 25 years, most recently
serving as director of under-
writing.

In a move to create a new field
structure for Novato, Calif.-based
Fireman's Fund Insurance Cos. in
Texas, Jack Cannon has been ap-
pointed vp, Texas regional man-
ager and manager of the Dallas
branch, which will serve as a hub
for operations throughout the
state. Mr. Cannon formerly was
branch manager in Greensboro,
N.C. Also, L.A. Smith, who has
been resident vp in Dallas for 25
years, moves up to vp-regional af-
fairs for the Texas region. He re-
mains in Dallas. Fireman's Fund
previously established similar re-
gional "hub" operations in Cincin-
nati for three Midwest states and
in Atlanta for six southeastern
states.

Also at Fireman's Fund, Charles
M. Wenger named senior vp and
managing director of California
commercial insurance. He is based
in Novato, Calif. Mr. Wenger most
recently was senior vp in CIGNA
Corp.'s Property/Casualty Group.

Other suppliers

Robert W. Hessel joined Becher
& Carlson Risk Management Inc. in
Woodland Hills, Calif., as senior vp
in charge of business development.
Most recentlv, Mr. Hessel was ex-

ecutive vp of Equity Reinsurance
Managers in Dallas, where he was
responsible for property/casualty
facultative underwriting.

Philip C. Roller named senior
vp of Midwest Benefits Corp., a
third-party administration firm
with offices in Southfield and
Grand Rapids, Mich. Prior to join-
ing Midwest, Mr. Roller was execu-
tive director of the QicClaim Cli-
ent Assn: Inc., an affiliate of
Resource Information Management
Systems Inc. of Oak Brook, lIl.

Jerry Cronin appointed general
manager of Risk Management Inc.,
a wholly owned subsidiary of the
Louisiana Municipal Assn. in
Baton Rouge. Previously, Mr.
Cronin was a corporate vp at Blue
Cross of Louisiana in Baton Rouge.

Agents/brokers

James E. Mahon promoted to

senior vp at Jardine Emett &
Chandler Inc. in New York.

Also at Jardine Emett & Chan-
dler in New York, Roland Land,
Samuel G. Pal and Sue Utsuno-
miya-Nuding promoted to vps. In
the Los Angeles office, John A.
Higashi promoted to vp.

George M. Kearon joined
Braishfield Associates Inc. in New
York as senior vp. He previously
was a vp at Corroon & Black of
New York Inc.

Steven C. Deal elected vp at
Hilb, Rogal & Hamilton Co. of
Richmond, VVa. Previously, Mr.
Deal was agency and development
superintendent for the state of Vir-
ginia.

George J. Griffin joined Inter-
National Insurance Group Ltd. in
Boston as vp. Prior to his appoint-
ment, Mr. Gri ffin spent 17 years
with Fred S. James & Co. in Boston
and at its New York corporate
headquarters.

At Frank B. Hall & Co. of Michi-
gan, the following changes were
made: William J. McCaffrey
named president and chief operat-

ing officer; Robert C. Ball named
executive vp; Joseph H. Dimond,
Timothy E. Teagan, George J.
Walleman and James W. Webb
named senior vps; and Thomas W.
Roberts, William J. Colgan,
James L. Glynn, Edwin W.
McGuire and Edgar B. Therasse
named vps.

Howard Herzog joined Alex-
ander & Alexander Inc. in Los An-
geles as a vp specializing in jewel-
ers block and fine arts markets.
Prior to joining A&A, Mr. Herzog
was president and chief executive
officer of Lazare Kaplan Interna-

tional Inc., a New York-based dia-
mond firm.

HMOs/PPOs

David B. Snow Jr., formerly vp
of operations for Blue Bell, Pa.-
based U.S. Healthcare Inc., named
president of HMO of New Jersey.
While Mr. Snow will concentrate
on administration and marketing
of the HMO in New Jersey, he also
will continue to direct operations
in the metropolitan New York and
Connecticut region for U.S.
Healthcare.

Excess/surplus

Edward Cooke elected presi-
dent and Michale Garin elected
executive vp of Global Special
Risks Inc., a New Orleans-based
specialty insurance broker. Mr.
Cooke joined Global as executive
vp and partner in 1980. Mr. Garin
joined the company in 1980 as one
of the original partners and vp.

Reinsurance

John Cashin named vp in the
New York office of Sullivan Payne
Co., a U.S.-based reinsurance bro-
kerage unit of Sedgwick Group
P.L.C. Mr. Cashin formerly was vp
and producer for domestic treaty

business at Guy Carpenter & Co. in
New York.
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LONDON Ja
derwriters probably will not form

a reinsurance market for overseas

risks, predicts a Japanese rein-

A profitable domestic insurance
market and the lack of under-
writing expertise to write interna-
tional risks in Japan will prevent
the development of an interna-
tional reinsurance market, said T.
Kimishima, deputy chairman of
Tokio Reinsurance Co. Ltd. in
London.

"Japan is one of the very few de-
veloped big countries where insur-
ance is still profitable overall and
need not necessarily seek overseas
business, particularly when the
business is not profitable," Mr. Ki-
mishima told members of the In-
surance Institute of London last
month.

"It follows from the above that
there are in Japan very few un-
derwriters of international busi-
ness and this is a point of crucial
importance.”

Even at Tokio Marine & Fire In-
surance Co., which has the largest
overseas network among Japanese
insurers, overseas risks only com-
prised 15% of total premium vol-
ume last year and are predicted to
drop to less than 10% in 1987, said
Mr. Kimishima.

On the other hand, the Japanese
market is dependent on the London
reinsurance market through Lon-
don brokers, he noted.

"The ties between the two mar-
kets will be further strengthened,
but will never be weakened," he
said.

Japan and the London market
have worked together for more
than 100 years to develop their re-
insurance relationship, according
to Mr. Kimishima.

The Japanese insurance industry
began in 1879 with the formation
of Tokio Marine, 20 years after
Japan's 230-year-old foreign trade
seclusion policy was abolished.

Tokio Marine specialized in ma-
rine cargo insurance, first for its
parent, Mitsubishi, and for other
companies, and within five years
was also writing marine hull risks,
he explained.

At that time, "Lloyd's had been
in existence for 180 years," Mr. Ki-
mishima noted.

In 1890, 11 years after its was
founded, Tokio Marine appointed
three British agents to write non-
Japanese risks on behalf of the
company, said Mr. Kimishima.
"But this venture soon turned out
to be disastrous to the Tokio Ma-
rine." The premiums written by
these agents in only two years ac-
counted for as'much as 60% of
Tokio Marine's entire volume.

"This was brought about by the
agents' reckless writings of highly
hazardous sailing vessels, which
accounted for 90% of their writings
for the Tokio Marine," he said.

Claims quickly began to roll in.
As a result, Tokio Marine dis-
patched to London Kenkichi Ka-
gami, 26, who only had three years
of insurance experience, Mr. Kimi-
shirna said.

After one year, Mr. Kagami can-
celed the three agency agreements
and became the company's un-
derwriter. He will "perhaps have
been the only Japanese who may
well have been ranked amongst the
top London marine underwriters,"
Mr. Kimishima said.

In 1899, Mr. Kagami was called
back to the head office and hired
Lloyd's of London broker Willis
Faber P.L.C. to act as Tokio Ma-
rine's underwriting agent in Lon-
don. He also placed Tokio Marine's
cargo reinsurance in the London
market, the first time Japanese re-
insurance was placed outside the
Japan market.

To this day, Willis Faber repre-
sents Tokio Marine and places re-

London is "an indispensable re-
insurance market" for reinsurance
ceded from Japan, Mr. Kimishima.

In 1985, Japanese companies
ceded 192.8 billion yen ($1.1
billion) to overseas markets, of
which 42% was ceded through
Willis Faber, he said.

In contrast, in 1985, the Japanese
companies wrote 313 billion yen
($2.5 billion) in reinsurance premi-
ums, nearly 70% more than they
ceded abroad, he added.

Although Japanese companies
are still dependent on London for
their reinsurance, Japanese com-
panies are shying away from writ-
ing international business through
subsidiaries in London, said Mr.
Kagami.

"As a result of the miserable ex-

ESPEFECR'EENTON s il =

perience which almost all the Jap-
anese companies have had in Lon-
don recently in contrast to their
profitable domestic business in
Japan, London writings appear to
have greatly lost their attraction,-

he said.

-By Stacy Shapiro

Greek pensions

ATHENS, Greece-Shipping
magnate John S. Latsis has offered
as much as $10 million to rescue
Greek seamen from their finan-
cially troubled pension fund.

Mr. Latsis wants to use the

money to set up a new non-profit
mutual insurer. The mutual would
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Japanese shy away from overseas risks

offer pension programs and other
insurance coverages for Greek sea-

The new mutual would rival
Greece's largest seamen's insur-
ance fund, the Greek Seamen's
Pension Fund, known as N.A. T,
which is in financial trouble, say
observers in the main Greek port of
Piraeus.

In the past, Mr. Latsis has con-
tributed hefty sums to the N.A.T.,
including $10 million to boost pen-
sions benefits for retired seamen.

Now, however, he wants to form
the new mutual because "I want
the seamen to live in harmony and
I also want them to remember me,"
he said.

The shipping tycoon has offered
$5 million to start the fund with
another $5 million in the future if
it is necessary. Only Greek seamen

will be shareholders of the new
mutual, which will be a non-profit
organization.

Mr. Latsis has already met with
representatives of the seamen's
unions, including the powerful
Greek Seamen's Federation,
known as P.N.O., to discuss the
proposal.

His proposal has hit a roadblock,
however, because several seamen's
unions are opposed to shipowners
making contributions to their
members' pension funds. Never-
theless, P.N.O. has set up a com-
mittee to study Mr. Latsis' pro-
posal.

If his proposal is rejected,
friends of Mr. Latsis say that he
will then consider buying an un-
named insurance company in
Greece to offer pensions.

-B Louis Economopoutos

GroupFads-The Group Life and Health Administration System
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When a GroupFacts customer
got a report that showed a new

product was losing money, their
first reaction was to question the
figures. Closer scrutiny soon re-
vealed that GroupFacts was right.

The big difference between ex-
perience costs and premium in-

come was unexpected. But thanks
to GroupFacts, the news came in

time to remedy the situation.

It takes complex analyses to
monitor the profitability of a new

product. But they can mean the
difference between success and

failure in the business of group
life and health insurance. And

time is of the essence. Only an
online system as comprehensive
as GroupFacts, from Erisco, can
weigh timely, accurate and mean-
ingful information from many
areas. And then provide vital
reports, just days after the month's
figures come in. So you can exam-
ine your block of business and
take action to retain your com-
petitive position.

Only GroupFacts addresses
all the basic functions. It calculates
premiums and commissions.
Handles billing and remittances.
Takes care of reinsurance and pro-
vides carrier reporting. And it fully

95.781.06

ible? Call ="

supports Administration, Mar-
keting, Actuarial, Underwriting
and Accounting.

GroupFacts was designed to
grow along with your business.
Easily. So that even its extensive
system tables can be modified
online, without reprogramming.
And this new, advanced system is
backed by Erisco's years of main-

frame experience in group
administration.

complex and highly competitive
business. Just like we do regularly
for this once skeptical customer.

To learn more about Group-

Facts or other Erisco mainframe
benefits software, call or write the
Sales Department at Erisco,

1700 Broadway, NY, NY 10019,
(212) 765-8500.

GROUPFACTS

Erisco-The benejits of information

If you are an insurance
carrier orTPA, we'd like to show
you how GroupFacts can help you
to anticipate and respond to op-
portunities in your fast-changing,

Ensco

IDN Thel3H&BY&dstreetcorporation



38 / business insurance, March 9, 1987

Missouri reform

Continued from page 3

crafted compromise that provides a
delicate balance"” between insur-

ance and tort reforms, stressed Ri-
chard C. Heydinger, vp of govern-
ment affairs for the Risk &
Insurance Management Society
and director of risk management
for Hallmark Cards Inc. in Kansas
City, Mo.

"Our position is that the bill at
this time is a good, well-balanced
piece of legislation," agreed Randy
Scherr, coordinator of Missourians
for Civil Justice Reform in Jeffer-
son City. "We think it will bring a
little more predictability and fair-
ness to the court system."”

"I'd put it a little over halfway
up on a scale of reforms nation-
wide," said Dee Ann Bernhard, re-
gional manager of the Alliance of
American Insurers in Schaumburg,
.

But, "it's certainly not as strong
as some of the other reforms that

-/ T-34

have been made throughout the
country. While we see it as a step
in the right direction, we hope it's
just a start, because if it's an end-
all, it certainly stopped short" of
the tort reforms RIMS feels are
necessary, Mr. Heydinger ob-
served.

The 15-member task force
"really got active in late August
and early September," Rep. Har-
pool explained. "We worked so-
lidly until the first week of Jan-
uary, and then an informal
subcommittee spent three weeks
drafting the legislation," he said.

During the fall, the task force
held meetings in various cities
throughout Missouri "to talk to the
people about reforms they felt
were necessary. Many of us spoke
before the task force and discussed
our problems," said Jim Pohtos,
president of the St. Louis Chapter
of RIMS and risk manager for St.
Louis County.

The bill was hotly debated on the
Senate floor last week after sailing

Eirst-they insist

Then the bit about a sunset

clause...

. . -.And now they wa a smaller v

share?

What is it wit tD**

anyway?

im.h

"1 4

smoothly through the House with
only minor technical changes in
the language drafted by the task
force, those involved in the legisla-
tive effort explained.

"I'm confident there are ade-
quate votes in the Senate to pass
the bill. It's just a matter of any
amendments that might still be
adopted," Rep. Harpool said.

One major amendment has al-
ready been approved by the Sen-
ate. A provision in H.B. 700 that
would have based punitive damage
awards against a newspaper on a
scale related to the paper's paid

circulation was dropped from the
Senate version last week.

"That is the one substantive
change that could have taken place
that will not destroy the delicate
balance of the bill,"” Mr. Scherr
pointed out. "If the bill went back
to the House in its present form, we
would recommend that the House
accept it without taking it to a
joint committee,” he said.

The Senate rejected an amend-

ment that would have placed a
three-year sunset clause on the
bill. "I was strongly opposed to
that," Sen. Wilson stressed.

Other amendments are still being
debated.

The insurance reforms spelled
out in the bill are:

+ A requirement that insurers
provide 60-day notice to policy-
holders prior to cancellation or
non-renewal of liability coverage
-except in cases of non-payment
of premium, fraud or misrepresen-
tation, changes in condition, invol-
untary loss of reinsurance or insol-
vency of the insurer.

Insurers also would have to spec-
ify the reason for the action. Upon
request, the insurer within 30 days
must provide a policyholder with
its claims history for the three
years prior to the cancellation or
the non-renewal.

+ A requirement that insurers
provide the Division of Insurance
with 90-day notice prior to cancel-
ing an entire book of commercial

If you're a reinsurance
broker looking for
property and casualty
coverage these days,
you're probably
frustrated by a lot of
the hoops you have to
jump through to get it.
Providers do have to be
careful about terms and

prices.

Because re-

insurance is a business.
But it's aTTo a service.
And at John Hancock Re
we find that it's that
balance between business

and service that makes

us unique.

From a business stand-

point, we have the strong
actuarial and technical
background needed for
creative underwriting.
We do our homework. We
have confidence in our

ability and in our re-

sSsources.

Which is why

we can go a step further

with service.

Everything

is done on a case-by-case
basis...Nno cookie-cutter

solutions.

VWhat does that mean to
you? The most carefully
thought out underwriting

possible.

AnNnd overall,

the stability that's so
crucial to both you and
your business.

JOHN HANCOCK RE

e guys

6/. 1

1 Real life, real answers.

..bv.H>V«-1/®
s

ervices -

John Hancock Reinsurance Co., Boston, MA 02117

casualty business.

= A requirement that insurers
seek approval by the director of
the Division of Insurance 60 days
prior to implementing any rate in-
creases or decreases exceeding 25%
annually. The insurer would have
to justify the increase.

This provision would not apply
to changes in hazard or in magni-
tude of the exposure base or to in-
dividually rated risks for which no
class rating is available.

Sen. Wilson said this provision is

important because substantial rate
variations created "the trouble

that insurers are in now."”

But Ms. Bernhard predicted that
while "these provisions were
aimed at controlling insurance
prices,"” they will instead "slow
down processing time and add
costs to the insurance depart-
ment.”

O An increase in insurer capita-
lization and surplus requirements
to a minimum of $800,000 in capi-
tal and $800,000 in surplus for sin-
gle-line property/casualty com-
panies and $1.2 million in capital
and $1.2 million in surplus for
multiline companies.

O An increase in commercial
property/casualty insurer report-
ing requirements. The additional
reports, which must be made to the
Division of Insurance, include in-
formation on closed claims, the
amount reserved for those claims
and the actual loss payouts. In ad-
dition, insurer would have to sub-
mit information on the number of
claims in which the insurer paid
between $300,000 and $500,000 in
non-economic damages and puni-
tive damages to one person or en-
tity and more than $500,000 to one
person or entity.

But, the problem with reporting
non-economic damages is that
"Missouri does not have itemized
verdicts,"” Ms. Bernhard of the Al-
liance explained. "Oftentimes,
awards include actual damages
and pain and suffering” without
distinguishing the amount
awarded for each, she noted.

The requirement will create "an
added burden to the insurance in-
dustry,” she predicted.

= A requirement that surplus
lines insurers register with the Di-
vision of Insurance; provide the di-
vision with the same annual re-
ports required of domestic
insurers; and increase their capital
and surplus on a scheduled basis to
a total of $5 miillion within six
years of the law's effective date.
This provision also would require
that surplus lines insurers pay pre-
mium taxes.

RIMS' Mr. Heydinger stressed:

"We were pleased to see that a lot
of the more drastic insurance re-

forms” that have been enacted in
other states-such as rate freezes
and rollbacks-"didn't make their
way into the bill." He said those
types of reforms can decrease in-
surance availability.

And Mr. Scherr of Missourians
for Civil Justice Reform noted that
the fact that "buyers will be
warned of any rate increases, can-
cellations or non-renewals will
make the whole arena more pre-
dictable for businesses.”

The tort reform provisions
would:

= Modify the doctrine of joint
and several liability so that if one
defendant's share of the damages is
uncollectible, that amount is reap-
portioned among all other parties
-including the plaintiff, if the
plaintiff is found to have contri-
buted to the loss.

Also under this provision, a
party less at fault than the plaintiff
would not be responsible for more
than two times its equitable share
of damages.

< Limit the liability of uncom-
pensated directors and officers of

non-profit or tax-exempt organi-
zations to cases of intentional tor-

tious conduct, willful or wanton
conduct or gross negligence.
Continued on next page



o/ 1 -

- L 1985- 1985 EMBASSY
EXCESS EXCE S|

, 9'6 57-'041 5, 44 1975 - 1985<

11 MEANINGLESS.

Isn't it time you called General Star?

GENERAL
STAR

The Stable Market

sSM

General Star Manaﬁement Compar% Stamford, CT » Sgemaltgunderwrltmg for primary and excess risks through a pomted surplus lines brokers
ew York (212) 770-0/50 ¢ Ch|cago 207-5400 « Los Angeles (213) 383-7734 « Stamford (203) 328-57

A memberot Glam[Ra®Grova



36 / business insurance, March 9, 1937

Whether It starts in the booth or in the ductwork, a
fire can shut down an auto body shop or stop an
entire production line But take heart! Ansul, the
world's leading manufacturer of fire protection
systems, has developed Ingenious, cost-effective
solutions that you should know about

Write for our free booklet "The Standard of
Excellence in Fire Protection.”

Ansul, Dept | A, Mannette, WI 54143.
Or call(715) 735-7411.

, New York,NY 10010-6904, 212-645-7880, 800_ Society of %hartered Properﬂt;){
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CAFETERIA PLAN SOFTWARE
Cofeteria Mon Proposal System™ (CPPS)

E] Confirmation Letters ond Mailing Labels
E] Interfaced with Cafeteria Plan Manogement

m Statement of Before/After Savings for Each
Employee
El Company Statement of Employer Savings

E] Dismmination Reporting Based on Prolected
Enroliment

System ™ (CPMS)

Cofeteria Plan Management System™ {CPMS)
0 Messages Customized by User
C Complete Aud t Trail with Forms and Procedures *

0 Easy lo Use Menu Format with Help Stotus Lines S
-*Softwore Requires IBM PC, )(1, or AT or Compatible

[3 Employee Stotements By Plan
O Company Statements By Plan
El Discrimination Reports

El Checks and Check Register

Guide to Cafeteria Plan Marketing and Administration

0 Marketing Slide Presentation to the Employer [3 Sample Sumirory

0 Marketing Slide Presentation to the Employees m Cheddists, Forms, and Procedures e

m Sample Plan 0 Much More

1Get Both Soffware Rackagesdn el entirely on a trial basis for §50.00 This includes! e Smyma Béggﬁfﬂétﬂiow; Q427223

For Fastest Service, Call 1-800-433-2292 or 1 -816-753-3870

To Order: Simply dip this coupon and mail along with yout check to

MAYER HOFFMAN MICANN (PAs Coleteno Plan Monogement System, 420 NKhols Road Koma, City, MO 64112
0 Send me the (PFS and CP/AS Softwote Packages on o Inol Basis | unde,stond the $50 cho:ge is non-refundable but applicable to the

purchise of (PPS ($495) of (PMS ($1950)

El Send me the Guide to Coleteia Mon Mo kettng ond Admmistrotion for $495 | Indetstand Ihis jude is available Apnl 30,1987

C I've enclosed o (heck or 0 Moste,Cord m Visa EI Amerion Expiess

Cord # Exp Dete

Name

datebook

Cont,nued from page 34 students American Bar Assn, Division for Pro-
bers Also April 7 m Schiller Park, lll, April 15 fessional Education, Department NI 452,750 N
m Tampa, Fla, May 5 in Pittsburgh Man Jen. Lake Shore Drive, Chicago, Ill 60611, 312-988-
nings, Societ/ of CPCU, Kahler Hall, 720 Provi- 6200

dence Road, CB#9, Malvern, Pa 19355, 215-

251-2741 MARCH 29-31 Health Promotion Programs
Taking Charge of Wellness seminar in
Charleston, SC, sponsored by the Group Health
Foundation affiliate of the Group Health Assn

of America, before March 9 $290 for GHAA

MARCH 25 Health Improvement/Wellness
workshop in Stamford, Conn, sponsored by the
Health Research Institute, $250 Also May 13 in
Houston, June 3 in Chicago, July 29 in Hono- member, $360 for non-member, after March 9
lulu, Aug 19 in San Diego, Oct. 7 in Boston, $350 for GHAA member, $420 for non-member
Oct 28 in San Francisco, Nov 11 m New York, Health Promotions Programs, Group Health
and Dec. 9 in Chicago Health Research Insti- Foundation, 1129 20th St NW, Suite 600,
tute, 1600 S Main Plaza, Suite 170, Walnut Washington, D C 20036
Creek, Calif 34596, 415-676-2320

MARCH 29-APRIL 1 Corporate Benefits
MARCH 25 Workers Compensation for In- Management Conference in Buena Vista,
surance and Non-Insurance Professionals Calif, sponsored by the International Founda-
workshop in New York, sponsored by the Col. tion of Employee Benefit Plans, if received 60
lege of Insurance, $195 for sponsors of the col- days prior to meeting date $560 for IFEBP
lege, $215 for non-sponsors The College of In- members, $635 for non-members, regular rate
$605 for IFEBP members, $680 for non-mem-
bers Also May 3-6 m Dallas and June 22-25 in
Lake Tahoe, Nev International Foundation of
Employee Benefit Plans, Registration Depart-
ment, 18700 Bluemound Road, P O Box 69,
Brookfield, Wis 53008-0069, 414-786-6700

surance, Professional Development Programs,

101 Murray St , New York, N Y 10007, 212-
962-4111, ext 301 or 302

MARCH 25 tdvanced "Post Graduate" Cost
Management workshop m Stamford, Conn,

sponsored bv the Health Research Institute,
$250 Also April 15 m Orlando, Fla, May 13 m MARCH 29-APRIL 1 Health Promotion

Houston, June 3 m Chicago, June 24 in Phila- Management and Evaluation conference in
delphia, July 29 m Honolulu, Aug 19 m San Indianapolis, co-sponsored by the Institute of
Diego, Sept 16 in Cleveland, Oct 7 m Boston, Wellness, Ball State University and Blue Cross
Oct 28 in San Francisco, Nov, Il in New York, and Blue Shield of Indiana, $350, $150 for stu-
and Dec 9 1 Chicago Health Research Insti- dents, $350 for exhibitor Institute for Wellness,
tute, 1600 S Main Plaza, Suite 170, Walnut Ball State University, Practical Arts Complex
Creek, Calif 44596, 415-676-2320 223, Muncie, Ind 47306

MARCH 26 1ISO Commercial General Lia- MARCH 29-APRIL 3 25th Annual Risk and
bility Rating workshop in Georgetown, Del, Employee Benefits Conference in Las Vegas,
sponsored by the Insurance Society of Philadel_ Nev, sponsored by the Risk & Insurance Man-
phia and Delaware Tech, $65 for members, $75 agement Society, $595 for RIMS members, $645
for non-members Also April 2 m Philadelphia for non-members for full week, $525 for RIMS
Insurance Sonety of Philadelphia, 737 Public members, $575 for non-members for partial
Ledger Building, Philadelphia, Pa 19106, 215_ week RIMS Conference Department, 205 E
42nd St, New York, N'Y 10017, 212-286-9292

627-5306

MARCH 26 Surety Claims '87 Conference in A
New Orleans, sponsored by the CMA Consulting dent Potential In the W

Group, $195 Also April 28 m ChicaPo,_May 1 Human Factors course m Los Angeles, spon-
phia Be- sored by the University of Southern Califorma,

in San Francisco, May 5 in Philade

MARCH 30-APRIL 3 Recognition of Acct- semmarin Tarrytowr, NY, sponsored b
rkplace Due to Robert W Strain Seminars’Inc ,
ncludes Iod%i/ng and meals) Also Se%t

-11 Robert i1

Malvern, Pa 19355, 215-251-2735

APRIL 13-14 Health Policy Confer-
ence in Washington, sponsored by the
American Medical Care & Review Assn
before March 23 $375 AMCRA members,
$475 for non-members, after March 23
$425 for AMCRA members. $550 for non-
members American Medical Care & Re-
view Assn, 5410 Grosvenor Lane, Suite
210, Bethesda, Md 20814

APRIL 15 ISO Commercial General
Liability Policy workshop m Blue Bell,
Pa, sponsored by the Insurance Society of
Philadelphia and Delaware Tech, $ 105 for
members, $120 for non-members Also
May 14 tn Philadelphia Insurance So-
ciely of Philadelphia, 737 Public Led-
ger Building, Philadelphia, Pa 19106,
215-627-5306

APRIL 21-22. Advanced Safety Man-
agement seminar m Phoenix, Anz, $295
Dr Rick Summers, Waite Hill Services
Inc ,PO Box 5816, Kingwood, Texas
77325, 713-358-0949

APRIL 21-22 Insurance Claims for En-
vironmental Damages. Technical and
Legal Considerations conference in
Washington, sponsored by Executive En-
terprises Inc, $875 for first registrant,
$775 for second registrant from same or-
ganization, $650 for third or more regis-
trant from same organization Executive
Enterprises Inc,22 W 2 Ist St, New
York, NY 10010-6904, 212-645-7880,
800-223-0787 within New York, 800-831-
8333 outside New York

APRIL 21-23 Laboratory Safety course
in Chicago, sponsored by the Research &
Development Section of the National
Safety Council, Industrial Division,
$415 for NSC member, $520 for non-
member National Safety Council, 444 N

Michigan Ave, Chicago, Ill 60611, 312

527-4800

APRIL 21-24 Reinsurance Accounting
and Finance for Ceders and Assumers

1,29

rain Seminars Inc,P

verly Loughl-n, CMA Consulting Group, Box Institute of Safety and Systems Management, Box 1000, Wingdale, N 'Y 12594, 914-

2287, Mornstown, N J 07960, 201-267-7171
tute of Safely and Systems Management, Office

$425 University of Southern California, Insti- 832-9384 or 212-677-5974

MARCH 26-27 The Fundamentals of Rein- of Extension and In-service Programs, 3500 S APRIL 23-24 New Issues in Public
surance Agreements and Functions confer- Flgol{)%roa St, Suite 202, Los Angeles, Calif Sector Employee Benefits conference in

ence in New York. sponsored by Executive En- 7,213-743-6523

terpnses Inc , $875 for first registrant, $775 for

second registrant from same organization, $650 MARCH 31 Questions on the New CGL and & Higgins Edward
CP Polmesi Ask the Claims Department sion, $250 Laura S Horvath, J&H/Ed-
workshop m Bryn Mawr, Pa, ?)onsored b{\jthe ward H Friend & Co Division, 1800 K St

Casualty Un- NW, Suite 500, Washington, DC 20006,

for third or more registrant from same organiza-
tion Executive Enterprises Inc , 22 W 2Ist St.

derwriters, $110 for CPCUs, 50 for non-mem-
bers Mari Jennings, Society of CPCU, Kahler
Hall, 720 Providence Road, CB#9, Malvern, Pa
19355, 215-251-2741

223-0787 within New York, 800-831-8333 out-
side New York

MARCH 27-28 Going Bare A Survival
Course for Self-Insureds in Las Vegas, Nev,

sponsored by the American Bar Assn 's Section
of Tort and Insurance Practice and the Division

MARCH 31-APRIL 3 The Association of In-

Washington, co-sponsored by Pension
Commission Clearinghouse and Johnson

Fnend & Co divi-

202-785-9080

APRIL 26-29 Sixth Annual Conference
on Employee Benefits in Scottsdale,
Ariz, sponsored by the State and Local
Government Benefits Assn , $120 for

surance and Risk Managers m Industry and SLGBA members, $140 for non-members

for Professional Education, $400 for non-mem_ Commerce 1987 Conference Symbiosts or George L Morawski, State of Arizona,

bers, $375 for ABA members, $350 for TIPS

Self-Rehancep in Cambridge, England, £320 1831 W Jefferson, Phoenix, Ariz 85007,

members, $323 for young lawyers, $75 for law (approx $468) for AIRMIC, Assn Europeene des 602-255-5482, ext 263

Assures L'Industrie and Risk & Insurance Man-

retariat,
= Fenchurch St, London, EC3M 7DX

strial Accident Boards an

| member International Assn of Industrial Acct-

Jackson, Miss 39236

- APRIL 6-8 ProBerty Loss Managers Confer- ence m
iego, Calif, sponsored bFY the tive Enterprises Inc , $87
LRB regi

5 ence in San
1 Property Loss Research Bureau, $75 for

EAJDRIL -11 14th IBtern tion Iéssn of In- sit
u ommissions

- Workers' Compensation College in Tempe, Programs, U-56,1 Bishop Place, Storrs,
Ariz, $350 for IAIABC members, $450 for non- Conn 06268
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lantation House, 31/35 Systems conference in"S,tom, Conn, co-

sponsored by the University of Connecti-
cut, Cornell University, Rutg@rs Univer-

%r\}grg_ }r/aé:tuée UnlverS|tyN0150 Tget

onnecticut, n-cr-edi

95 dent Boards and Commissions, P O Box 13449, APRIL 30-MAY 1 SEC Accounting &

Financial Reporting for Property/Ca-
sualty Insurance Companies confer-

l\f/ew York, sponsored by Execu-
for first
strant, $775 for second registrant

- member company personnel, $200 for others from Same organization Executive Enter-

= Judith Bollman,

APRIL 6-10 Safety m Chemical Operations

i trial Division, $655 for NSC member,
5 non-member National Safety Council, 4

. Michigan,Chicago, Ill 60611, 312-527-4800

Plan Description

rwrit

dent Reinsurance Un ers Assn Inc

?Fla, $250 plus room deposit Robert L Sias,

roperty Loss Research Bureau, prises Inc,22 W 2Ist St, New York, N Y
1501 Woodfield Road, Suite 400W, Schaumburg, 10010-6904, 212-645-7880, 800-223-0787

within New York, 800-831-8333 outside
New York

course in Chicago, sponsored by the Chemical MAY 5-8 50th Anniversary Annual

Section of the National Safety Council, Indus- Meeting of the National Assn of Inde-
$§15Nfor pendent Insurance Adjusters Golden

Year-Investment in Excellence con-
vention in Orlando, Fla , $200 for NAIIA
members/guests, $100 for spouse Na-

-1APRIL 7-10 Joint Meetigg of the Indepenl- tional Assn of Independent Insurance Ad-

ers, 222 W Adams St, Chicago, Il

lust
and Reinsurance Brokers in Wesley Chapel, 60606, 312-853-0808

- vention Manager, Independent Remsurance MAY 6-8 Insurance Coverage, Prac-

ircle, New tice & Risk Management seminar in

Chicago, sponsored by the Defense Re-
search Institute Inc , $395 for DRI mem-

a APRIL 8-9 Latest Developments In Arbi bers, $420 for non-members Defense Re-
1 tréat}i?ng and Litigzting Disptuted Ifnsurance sDearchSIr]stitsuotg Ieﬁ! 750 ’\llllLGaOI%ﬁ 1St§?5e
ana ~Reinsurance Agreements conrerence m unve, oul , Lhicago, wolz-
*New Yor?(, sponsor%c?%y %xecutive nterpnses 944-05l?5 g
e Inc, $875 for first registrant, $775 for second
- registrant from same organization, $650 for MAY 14-15, Health Management Con-
- third or more registrant’from same or%arlza- ferenee Case Management in San
tion Executive Enterprises Inc,22 W 2 Ist St, Dlego, Calif, sponsored by the National
New York, N'Y 10010-6904, 212-645-7880, 800- Assn of Employers on Health Care Alter-
9 223.0787 Mthm New York, 800-831-8333 out- natives, $395 for NAEHCA members,
’ $300 for additional registrant from same
s X . NAEHCA organization, $495 for non-
- APRIL 9 ISO Commercial Property Rating members, $400 Tor additional registrant
9 workshop_in Blue Bell, Pa, sponsored by the from same non-member organization Na-
Insurance Society of Phlladelghla and Delaware tional Assn of Employers on Health Care

§ A% Aﬂrﬂ%f? TS o nonapesieets ANermalles: R2) Biecame FHk 0 18"

) ciety of Philadelphia, 737 Public Ledger Build-
Firm Teleghone * ing, Philadelphia, Pa 19106, 215-627-5306 The Datebook :s compiled from not:ces
sent to Business Insurance Notices should
Address Suite # 5 APRIL 9 How to Use the Rtsk Retention Act be sent at least eight weeks m advance to
= of 1986 symposium in San Francisco, sponsored Datebook, Business Insurance, 740 N
City Smte 7P by the Society of Chartered Property & Casualty Rush St, Chicago, 111 60611 Bwmess In-
172 5 Underwnters, $20 for CPCUs, $250 for non- surance reserves the nght to select meet-

members Also April 21-22 in New York, May ings of most interest to :ts readers and
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"This should help availability of
non-profit D&O insurance and put
a lot of minds at rest, because the
personal assets of these people
were at stake,”" Ms. Bernhard said.

"There was fairly broad support
for this provision in both camps,
because both sides have people
who serve as non-profit directors
and officers, and they know the
problems” in finding coverage, Mr.
Heydinger noted.

* Limit the liability exposure of
entities that clean up environmen-
tal hazards to $1 million per indi-
vidual per accident or occurrence
and $3 million for all claims aris-
ing out of a single occurrence, ex-
cept in cases of intentional, willful
or wanton failure to comply with
state and federal standards. The
entities' liability would be limited
for damages resulting from such
operations as investigation, evalu-
ation, planning, designing, engi-
neering, removal, construction and
ancillary services carried out to
abate or clean up a pollutant.

However, Mr. Heydinger pointed
out: "We have to be careful that
the legislation does not encourage
fly-by-nights to come out of the

woodwork. But the incentive
makes sense because of the social
need" for such entities.

* Permit use of comparative
fault in product liability cases if
the plaintiff: failed to use the
product as reasonably anticipated
by the manufacturer; used the
product for a purpose not intended
by the manufacturer; used the
product knowing the danger in-
volved in such use; unreasonably
failed to appreciate the danger
failed to undertake reasonable
precautions in using the product
or failed to mitigate damages.

« Permits use of the state-of-
the-art defense in strict product li-
ability "failure to warn" cases.

"We would have preferred a re-
instatement of state-of-the-art
across the board. There are three
areas upon which product liability
suits can be based-design, manu
facture and failure to warn. We
only got part of what we wanted
there," Mr. Scherr stressed.

- Readopts the concept of "re
mittitur and additur,” which was
abolished in Missouri in 1985. This
permits courts to increase or de
crease a jury award if they deem
the award to represent excessive or
inadequate compensation.

- Limit the product liability ex
posure of "sellers" that have
shown no other liability for dam
ages, as long as the plaintiff can
recover damages from other defen
dants, including the product man
ufacturer.

» Modify the collateral source
rule. This provision would allow a
defendant to introduce evidence
that it or its representative already
has reimbursed a plaintiff for dam
ages, but without identifying itself
as the payer

» Require a bifurcated trial for
punitive damage awards, if such a
trial is requested by any party. In
the second trial, the same jury
would determine the amount of pu
nitive damages. Evidence regard
ing the defendant's net worth
would be admissible only in the
second trial to determine the
amount of damages. Remittitur
and additur rights apply to puni
tive damage awards.

However, the Senate amended
H.B. 700 to omit a provision per
mitting a defendant to be given
credit for previous punitive awards
arising from the same incident.

The punitive damage reforms
would have been more effective if
the second trial in which damages
are set was not before the same
jury, Ms. Bernhard said. Because
the amount of punitive damages
are decided by the same jury, you
have "the same emotional issue.-

* Require that 50% of a punitive
damage award, minus court and
attorney costs, go into a state fund
for victims to be established by the

General Assembly.

"This creates a disincentive for
the plaintiff to go after the mother
lode," RIMS' Mr. Heydinger said.

» Require that if an award ex-
ceeds a settlement offer by the
plaintiff, the defendant must pay
pre-judgment interest on the entire
award. The interest would begin to
accrue 60 days after presentation
of a written settlement offer or
upon rejection of the offer without
a counteroffer, whichever date is
earlier.

"While pre-judgment interest
was listed as a tort reform, in our
opinion it was a backward step
rather than a step forward. It in-
creases costs rather than reduces
them, and we viewed with dismay
the fact that it is being touted as a
tort reform," Ms. Bernhard said.

However, both she and Mr. Hey-
dinger pointed out that pre-judg-
nnent interest has been a pet con-
cern of plaintiffs' attorneys in the
state for several years.

"The defense side needed to give

on this point, because it was tied in
with the entire package," Mr. Hey-
dinger explained.

- Abolish use of the "ad dam-
num" clause generally contained in
lawsuits. Under this provision, the
plaintiff must request only unspe-
cified reasonable compensation
rather than a specific dollar
amount for damages. In addition,
plaintiffs would be required to
make a separate request for puni-
tive damages.

Overall, Rep. Harpool predicts
that if the legislation is enacted,
the Missouri public will "see
greater stabilization in insurance
availability and insurance rates,
and fairer treatment in the court-
room. "

"Eventually, the legislation will
result in a fairer civil justice sys-
tem and hopefully a less costly one.
The need was not only for greater
insurance availability, but also to
create a good environment in Mis-
souri in which to work and live,"
Mr. Heydinger said. |
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Virginia tort reform measure

Continued from page 3

tort reforms, including a cap on non-economic damages, reducing awards
by the amounts received from collateral sources and abolishing joint and
several liability.

One of the reforms passed by the Legislature, S.B. 402, would cap
punitive damages at $350,000 in personal injury suits. The bill, as origi-
nally proposed in the Senate, had placed a $250,000 cap on non-economic
damages, but the House Courts of Justice Committee eliminated that cap
and replaced it with the higher cap on punitive damages only.

"This is a fig leaf to cover the legislative retreat," declared Marc
Rosenberg, vp of federal affairs for the Insurance Information Insti-
tute in Washington.

Paul Shuford, legal counsel of the Virginia Trial Lawyers Assn. in
Richmond, noted that awards for punitive damages are "few and far
between.”

But Katharine Webb, vp of the Virginia Hospital Assn., commented that
the cap on punitive damages at least "sends a message to judges in the
state" that the tort system is "getting out of whack."

Meanwhile,insurers strongly opposed the two bills passed by the Legis-
lature that address insurance reform.

"There appears to be no benefit to this legislation," declared the
the AIA's Mr. Czech.

The insurance reform package, composed of H.B. 1234 and H.B. 1235,
requires broader closed claim reports for all commercial lines of insur-

ance. Currently, property/casualty insurers are reguired to submit an an-
ontinued on next page
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Virginia reform
Continued from previous page
nual report and an annual medical
malpractice closed claim report.

However, the reports would not
have to be filed on individual
claims; they could be aggregated
into types of coverage or claims.

Among the additional require-
ments included in the package are
45-day notices to policyholders of
rate increases greater than 25%
and of any changes in coverage,

Under the package hammered
out in the Legislature, the Insur-
ance Services Office could file
many of the reports on behalf of
the individual companies.

Also, the Bureau of Insurance
would be required annually to
evaluate competition in 1,100 dif-
ferent classes of insurance. Trou-
bled lines identified by the bureau
would be subject to a prior ap-
proval system, which would re-
quire insurers to file rate changes
60 days prior to their effective

dates.

The bills effectively give greater
oversight power of the insurance

industry to the state Corporation
Commission-of which the Bureau

of Insurance is one division.

"The thrust of the whole bill
could be to undermine the work-
ings of the competitive rating sys-
tem, which allows competition to
regulate rates as opposed to bu-
reaucratic process," Mr. Czech
said.

The insurance reform package is
considered by many to be a politi-
cal victory for Virginia Attorney
General Mary Sue Terry, who
pushed for the two bills.

However, Mr. Czech said that
Attorney General Terry was "mis-
guided"” in proposing these
changes. He explained that these
requirements probably will make
insurance in Virginia harder to ob-
tain and more expensive-the op-
posite of its intent.

Mr. Czech claimed that it will

cost insurance companies "millions

of dollars" to comply with the ad-
ditional reporting regulations. He
added that the state Bureau of In-
surance already has this type of in-
formation cA file, or doesn't need it
for regulation.

Several of the tort reforms
passed by the Legislature were less
controversial.

One bill, S.EL 404, would limit
the liability of directors and offi-
cers of for-profit corporations in
suitsfiled by stockholders to
$100,000 or their annual compen-
sation, whichever is greater.

An exception to this rule is in
cases of willful or knowing viola-
tion of the law. The bill also ex-
pands the right of corporations to
indemnify directors and officers if
they are sued.

Under this bill, directors and of-
ficers of not-for-profit corpora-
tions would be totally exempt from
any liability.

Another bill, S.B. 409, would
grant immunity from liability to
members of local government enti-
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ties while they are performing the
duties of their positions.

Pesticide applicators and solid
waste permit holders would be
able to certify and pledge their fi-
nancial net worth in lieu of pur-
chasing insurance coverage under
S.B. 406, modeled after similar
federal action.

Also passed was S.B. 407, based
on Federal Rule 11, which allows a
court to impose sanctions against a
plaintiff or defense attorney for
frivolous motions or suits.

A few of the tort reforms ad-
dressed medical malpractice.

One bill, S.B. 405, would give a
minor until age 8 to file a medical
malpractice suit for injuries that
occur during his or her lifetime,
after which a two-year statute of
limitations would apply.

Under current law, a minor has
until age 21 to file a medical mal-
practice suit for any injury occur-
ring during his or her lifetime.
Adults, however, are subject to a
two-year statute of limitations.

Another bill, S.B. 408, would
grant immunity from liability to
emergency room doctors and
others who care for women in ac-
tive labor if the health care practi-
tioner has not been involved in the
woman's prenatal care and if her
medical records are not available,
except in cases of gross negligence
or willful misconduct.

A related bill, H.B. 1216, would
establish a fund to compensate fa-
milies for the care of infants born
with birth-related neurological in-
juries to the brain or spinal column
because of deprivation of oxygen
or mechanical injury occurring
during the course of labor, delivery
or post-delivery.

Ms. Webb of the Virginia Hospi-
tal Assn., which, along with the
Medical Society of Virginia, sup-
ported the legislation, said the bill
"does a lot to solve a societal prob-
lem.”

Participation in the plan is op-
tional for both doctors and hospi-
tals. If an eligible infant is born in
a participating hospital under the
care of a participating physician,
the family may not sue the doctor
or hospital for damages of any
Kind.

To be covered under this bill,
called the Birth-Related Neurolog-
ical Injury Compensation Act, an
infant must be permanently non-
ambulatory, aphasic (unable to
speak), incontinent and in need of
assistance in all phases of daily

living. An estimated 40 infants per
year born in Virginia fall into this
category.

Obstetricians who want to par-
ticipate in the program would pay
an annual fee of $5,000. Hospitals
belonging to the program would
pay annual fees of $50 per birth, up
to a maximum of $150,000 per hos-
pital. Deadline for paying these
fees would be Jan. 1, 1988.

Physicians licensed to practice in
the state that decide not to-partici-
pate in the program would be re-
quired under the act to pay an an-
nual fee of $250 by Sept. 30 of this
yvear.

State-employed physicians 6
would have to pay their fees by ;
July 30, 1988. This allows the state |
enough time to figure these costs
into its annual budget.

The fund also would be financed
by insurance companies, if contri-
butions from doctors and hospitals
do not cover all costs. If necessary,
the state Corporation Commission
could annually assess insurers an
amount no more than 0.25% of net
direct premiums written in the
state, beginning Jan. 1, 1989.

If signed, the compensation act
would become effective Jan. 1,
1988, and be administered by the
Virginia Industrial Commission,
the sannestate regulatory agency
that administers workers compen-
sation in the state.

The program is expected to cost
$20 million annually. Of that
amount, $12 million would come
frorn doctors' and hospitals’ fees,
and the remainder would come ,

from insurance companies' assess-
—_—w m " — — ™
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insurance crisis that hit Virginia ;
obstetricians last yvear when one of |
their major insurers, PHICO Insur- |
ance Co. of Mechanicsburg, Pa,,

stopped writing coverage for all ;
but groups of 10 or more obstetric-
o —_——e- m m == -

That left about 160 obstetricians
and numerous other physicians
without medical malpractice cov- 1
erage. Furthermore, two other in-
surers, The St. Paul Cos. Inc. and
Virginia Insurance Reciprocal,
have severely curtailed writing
new and renewal medical malprac-
tice business.

The Virginia reciprocal has said
that it would resume writing ob-
stetrics' medical malpractice cov-
erage again if this bill, 6r a similar
proposal, is enacted. -
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Asbestos award

Continued from page 2

there is insurance,” said R.A. Hul-
ten, with the New York firm of
Kirlin, Campbell & Keating. "But
there may be problems areas.
"There is a whole bunch of grey
area involved. The waters are far
from clear.”

Mr. Hulten noted, however, that
Farrell and its liability insurers are
currently not involved in litigation
over coverage for asbestos injury
clairns.

Ted Friedman, the attorney for
Mr. Torrens with the New York
firm of Friedman & Eisenstein,
said "there clearly is insurance
coverage for at least one-half and
probably for all" of the award.

British and U.S. insurers have
written coverage for the shipping
line for many years, but there is
some dispute over which olicies
will apply to the Torrens case, Mr.
Friedman said.

Many companies sued in asbestos
litigation and their insurers are in-
volved in disputes over which lia-
bility insurers should pay for dam-
age awards and settlements.

Following the verdict, Farrell
filed motions with the trial court to
reduce the verdict. The company is
also seeking a judgment in its favor
despite the verdict, said Mr. Hul-
ten.

"We think (the verdict) is ex-
cessive," Mr. Hulten said, noting
that virtually all of the award was
for pain and suffering.

Mr. Torrens was a chief officer
on various Farrell ships, which
carried asbestos from South Africa
to the East Coast of the United
States, and monitored stowage of
the cargo, including asbestos. He
was exposed to asbestos from 1948
until 1959.

He alleged in his lawsuit that
part of his exposure came from the
torn and broken bags of asbestos
that allowed asbestos dust to enter
the atmosphere.

Mr. Torrens also alleged that he
also was exposed to asbestos in his
duty as a repairer of insulation on
the ships.

According to Mr. Friedman, Mr.
Torrens was able to sue Farrell, his
employer, because maritime work-
ers, who are not covered by state
workers compensation statutes, are
permitted to sue their employers

Company
may appeal
jury verdict

NEW HAVEN Conn.-New En-

gland Telecommunications Corp. is
considering appealing a $7.5 mil-
lion federal jury award to a man
who claimed the improper place-
ment of a pay phone caused an
accident that left him permanently
paralyzed from the shoulders
down.

While using the pay telephone at
the Mohawk Mountain Ski Area in
Cornwall, Conn., in 1984, Damon
Sable, 23, stepped back, toppled
over a railing and fell down a set of
stairs, a spokeswoman for South-
ern New England Telecommunica-
tions said.

A U.S. District Court jury in
New Haven originally awarded Mr.
Sable $10.7 million from the tele-

phone company, the spokeswoman

noted.

However, the jury reduced the
award to $7.8 million after decid-
ing Mr. Sable was 30% responsible
because he was intoxicated at the
time of the accident, the spokes-
woman said.

The spokeswoman noted that the
Mohawk Mountain Ski Area Inc.
also was sued but was not held li-
able.

"We're totally insured for it,"”
said the spokeswoman, who would
not provide further details of the
telephone company's coverage. |

'This is the first time a maritime worker has fi

recovered for asbestos exposure under this j
theory' of breach of warranty, said plaintiffs’

attorney Ted Friedman of the New York firm
of Friedman & Eisenstein.

for damages for breach of a war-
ranty that they will provide a safe
place to work.

He also sued Farrell for negli-
gence under the Jones Act.

Mr. Torrens alleged his physical
suffering included shortness of
breath, fatigue, nausea and loss of
motor capacity. He had to undergo
eight hours of surgery for removal
of a lung and also chemotherapy
and radiation therapy, according
to Mr. Friedman.

"The prognosis is poor,"” Mr.
Friedman added, noting Mr. Tor-
rens' doctor said he had lived an

unusually long period of time since

the February 1985 diagnosis of me-
sothelioma and predicted Mr. Tor-
rens would not live another two
years.

Mr. Friedman asserted the 64-
year-old Mr. Torrens had been in
excellent health prior to contract-
ing mesothelioma, and had a rea-
sonable life expectancy of 20 to 25
years.

He said the jury was charged to
give adequate compensation for
the years he would have lived, the
earnings capacity he would have
had, the loss for enjoyment of life
and his physical pain.

While the jury found Farrell was

business insurance, March 9, 1987 / 41

not negligent and was not liable
for punitive damages, it did find
that there was a breach of war-
ranty of the ship's seaworthiness.

"This is the first time a maritime
worker has recovered for asbestos
exposure under this theory (breach
of warranty),"” Mr. Friedman said.
But he added this was "no great
feat. He clearly should have won
what he won.”

Mr. Friedman also said that the
award was unique because it was
uncommon for individuals to be
compensated for a reduction in
their life expectancy. "That is not a
traditional item of compensable
damages," he said.

Mr. Hulten, Farrell's attorney,
said the award is a good example
of the need for tort reform.

Virtually all of the damages were
for pain and suffering, he pointed

out.

He also noted that a more strin-
gent standard for a judge's review
of pain and suffering awards, en-
acted along with other tort reforms

in New York last year and applying
to cases filed after July, would
have eliminated a large part of the
verdict (Bl, June 30, 1986)

"If the new law affected it, the
result could have been different,"”
he said.

Still pending is a third-party ac-
tion filed by Farrell against vari-

ous asbestos manufacturers, Mr.
Hulten added.

This action was severed from Mr.
Torrens' claim because of his phgs-
ical condition and the judge's be-
lief that a trial should be con-
ducted as soon as possible.

Mr. Hulten said that to his
knowledge it is the only case in-
volving a seaman suing on the
basis of his exposure to asbestos as
cargo, although at least one other
similar case has been brought in-
volving a longshoreman.

"It is unique in that it involves a
deck officer," added Mr. Hulten,
noting that claims by ship person-
nel brought so far have usually in-
volved engine room workers. m
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meaningful career opportunity and meet the above requirements, please reports directly to vice president of claims employee health and life Insur- PLOYEE BENEFITS department of
send your resume including salary history and requirements to Experience Must have a proven history in the field of medi- anIcT F;;ograms th relatod ) risk management division Will be
Mr. Matthew A. Cantont, Jr., CPCU, CLU . - ) h ‘Interfacing with related uni- ) - )
r aD_ ewt :_n o: : rl gl cal malpractice claimhandling The successful candidate versity departments working m harmony with Benefits
irector o echnica airs . . . . N 3
will have had substantial hands-on claim experience with a manager on all benefit programs such

Requirements are a college degre. as wetiness programs, fler benefits,

Independent Insurance Agents of America, Inc.
and 5 years "hands-on" work ex-

record of successful resolution of high-exposure losses, ag-
medical, dental, life and group A&H

100 Church Street, Suite 1901 gressive litigation management skills and knowledge of cov- perience, general knowledge of _ !
New York, New York 10007 erage interpretation Leadership ability and strong admin- the Industry's methodology and programs Starting salary to mid $406
istrative skills are highly desirable training is preferred

: , Send current resume, sample of professional writing and We offer a competitive benefits GILBERT - HAFNER & CO.
People committed to bang the be'st'area company's present salary to package and salary commensurate 6060 N Central Expressway, Suite
strongest asset Thanks to the vision and drive of with your skills and background 470, Dallas, TX 75206 (214) 361-
dedicated professionals, Protection Mutual, a part Box 2251, Business Insurance 9341
of the Factory Mutual System, has built a reputation 740 Rush St., Chicago, IL 60611
over the past 100 years as a leader in the fields of Please send resume, wit
loss prevention and commercial property insurance salary history,in complete

confidence to
Box MBW-6940

- 1 Lincoln Plaza, NY,NY 10023

RISK MANAGEMENT Equal Opportunity Employer

Occidental 0,1 and Gas Corporation, an interna-
tional petroleum company headquartered in Tulsa,

Oklahoma, has an immediate opening for an expe- Chief Underwriter

Due to our continuing growth, we are planning significant staff- . d Risk M t f . |
ing additions in a number of key areas Many of our offices rence 1S anagement protressiona ACH

listed below are seeking qualified individuals for the follow- iy . . . .
Ing positions The position involves international risk manage-

ment program design, evaluation, implementation
and administration, including contract review and
claims handling

Southern California
« HPR ACCOUNT ENGINEERS

« HPR ACCOUNT UNDERWRITERS
- BOILER AND MACHINERY

For life insurance company at Corporate Head-
quarters in surburban Orange County, one hour's

REPRESENTATIVES Qualifications include a degree in business admin- drive south of Los Angeles.

16 individuals with credentials suitable to our current needs, Istration or finance, ten or more years experience m Reporting directly to the President, willlead in
we can offer highly competitive starting salaries supported international risk managementofoilandgas explo- establishing rates for all classes of,insurance
by a superior benefits package . . . .

) . . . " . . ratlon and production opgratlons, .brc?gd experience offered. Will participate in team efforts at the

For confidential consideration or additional information, we in property, Casua'ty’ marine and ||ab|||ty CoverageS,

; ) highest levels of pricing and benefit decision-
and knowledge of alternative methods of risk making.
financing

invite you to contact our Personnel Office by calling

(312) 692-3158

Or wnte to the Personnel Department at: This position offers an excellent working environ-
Protection Mutual Insurance Company

Requires five years of Group life and health
underwriting experience including mathematical

300 S. Northwest Highway ment, international travel, career growth opportuni- and statistical abilities needed to formulate pric-
Park Ridge, lllinois 60068 ties, and a competitive salary and benefit package ing models and strategies
Regional and District Offices Atlanta, Boston, Chicago, Cleveland, For confidential consideration, qualified applicants
Dallas, Detroit, Houston, Indianapolis, Kansas City, Los Angeles, should send resume and salary history to An outstanding high-visibility management
Milwaukee, Minneapolis, Montreal, New Jersey, Ph,ladelphia, St Louis, . . .
San Francisco, Seattle and Toronto opportunity for an innovative Group AGH under-
an equal opportunity employer Risk Management writing executive in a well-funded, professionally
O>XY Personnel Department managed public Corporation. Please send
Protection Mutual Occidental Oil & Gas Corp. resume in strict professional confidence to:
CITIESI P.O Box 300
Insurance Company HISERVICE Business Insurance Box 2246

Tulsa, Ok 74102
740 N. Rush St.. Chicago, IL 60611

. . Equal Opportunity Employer M/F
No agencies please An Equal Opportunity Employer
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« Fine anyone found willfully destroying or concealing sponsible for the accident For example, if the defendant
relevant materials or evidence no less than $1,000 and re- with the greatest responsibility for the accident iS deemed
Continued from page 2 quire that party to pay the other party's legal costs 60% liable, then Joint and several liability would be abo-
mittee" for some action on federal product liability reform < Encourage both sides to settle in a liability damage suit lished for defendants whose responsibility for the accident

Sen Kasten said that, if necessary, supporters of product before the case is tried was 20% or less
liability reform might have to examine other legislative vehi- If a settlement offer is made by one side but relected by the - Require trial ludges to review the amount of compensa-
cles to accomplish their goals He mentioned that legislation other, and if the final Judgment is equal to or less favorable tory and punitive damages awarded in each case and allow
to amend the McCarran-Ferguson Act, which gives insurers a to that party than the offer, then the party who relected the them to seek modification of the amount awarded or set the
limited immunity from federal antitrust law, would be a logi- offer would be liable for the other party's legal costs award aside
cal place to attach a product liability reform proposal If the defendant rejects the offer, these costs would be

The Kasten product liability reform package would added to the Judgment, if the plaintiff rejects the offer, the system of awarding product liability damages The commis-

- Establish a uniform fault-based standard for product costs would be subtracted from the ludgment sion would disseminate its findings and make recommenda-
sellers Product sellers other than manufacturers would be Meanwhile, the bill based on the ABA tort reform recom- tions on product liability jury instructions and awards
liable only if the plaintiffs harm was caused by either the mendation that Sen Danforth said he would sponsor would Under Sen Danforth's expedited settlement bill, both
seller's lack of reasonable care or a breach of the seller's « Allow punitive damages only in cases where the defen- manufacturers and plaintiffs would have incentives to settle
own warranty dant's conduct Indicates that the inlury was the result of a suit before going to trial

- Limit the application of }oint and several liability to intentional and conscious disregard for the safety of others, For example, if a plaintiff re]lected a defendant's offer to
economic damages only as opposed to mere negligence pay all economic damages and at least $100,000 for a "digna-

- Set the standard of proof for punitive damages at "clear - Elevate the standard of proof used for punitive damage tory" loss (death of a parent, spouse, child, serious and per-
and convincing evidence" and set the standard of liability for awards to "clear and convincing evidence," which is higher manent disfigurement, loss of a limb or organ, or serious and
punitive damages at "conscious, flagrant indifference to the than the standard used in awarding compensatory damages permanent impairment of a bodily function), then the manu-
safety of persons " - Allow evidence relevant only to the question of punitive facturers' maximum liability for non-economic losses-ex-

» Require product liability lawsuits to be filed within two damages to be introduced only after the defendant's liability cluding punitive damages-would be $250,000 in dignatory
years from the time a plaintiff discovered-r should have for compensatory damages and the amount of those damages cases and $50,000 in all other cases
discovered-the harm posed by a product and its cause has been determined On the other hand, if the plaintiff made a settlement offer

» Give manufacturers protection from product liability « Abolish joint and several liability for non-economic and the defendant relected It, the defendant would be liable
lawsuits if their products complied with federal safety rules damages for defendants whose responsibility for the injury is for up to $100,000 in plalntlffs legal fees, assuming the

- End workers compensation subrogation liens one-third or less of the liability of the defendant most re- plaintiff won

Product liability

- Establish a national commission to review the current

the professional marketplace

* Executive Placement FOR SALE

Nationwide specialists in
COMPENSATION & BENEFITS

V.I.P. RESOURCES, INC.
200 Park Ave, Suite 303 East
New York, NY 10166
(212) 344-2100 Joseph Gross

TPA MANAGER

Well established Texas health care ben-
efits TPA/insurance firm seeks manager
for TPA operations Salary/benefits/
bonus commensurate with expenence
and results, plus long4erm equity possi-
bilities Excellent location Our employ-
ees know of this ad Send resume and
salary requirements to Box 2252, Busi-
ness Insurance, 740 Rush St, Chi-
cago, IL 60611

Business Insurance

Circulation

Breakdown™

Commercial Consumers

Administrative

CEO's Presidents and Owners 2,426
Vice-presidents, General Managers
and Other Administrative Personnel

9136

Financial

Chief Financial Officers and Vice-
presidents of Finance 2,683
Secretaries. Treasurers, controllers

and other Financial Personnel 4,888

Risk/Employee Benefits

Vice-presidents, directors. manag-
ers, and other related department
personnel 01 Insurance, risk. em-
ployee benefits, personnel, com-
pensation. pension, safety. security,
industrial relations, human re-

sources and employee/labor rela-

lions 8,144
Sub-total- . . 21,277
Associations 506

Government. Unions and Educa-

tional Institutions 1,400

Commercial Consumers

Sub-total 23,183
Insurance Agents and Brokers 11,009
Insurance Companies 7,111

Financial Institutions o89

Actuanes, Attorneys, Adjusters. Ap-

pralsers and Consultants 5.560
Others Allied to the Field 1,442
TOTAL.ccoiiiiiieee. 49,294

* Source Business/Occupational
breakdown of qualified circulation.
November 24,1986 issue, as sub-
mitted to BPA for December 1986
SPA Publishers Statement

MGA LICENSE

Texas Grandfathered
License For Sale

Reply to
P Schatz
P 0 Box 1663
Evanston, IL 60204

LOSS CONTROL
REPRESENTATIVE
Southern Cal,forma Agency seeks individual
with three to hve years multi-line loss con-
trot expenence Excellent salary and ben

fits Send resume or call

Rtck Gregory Loss Control Manager
HOFFMAN BROWN PROP.ISEL
15233 Ventura Boulevard, West Plaza
Sherman Oaks, California 91403
(818) 986-8200

CAN YOU ANALYZE
PROPERTY/CASUALTY
POLICIES?

HOW ABOUT
RETRO PLANS?

CASUALTY
REINSURANCE BROKER

STRUCTURED
SETTLEMENT
CONSULTANTS

PHARMACY CREDIT CARD
SOFIWARE

EMPLOYEE BENEFITS
MANAGER

Highly visable Alaska agency ts looking Field tested 6 years Includes pro

Chicago based reinsurance Major nationwide structured set- for a highly ‘motivated individual Must cessing, cost contajnment & in depth

intermediary seeks an inch- tlement firm has openings for have good Ilfe background and knowl

vidual with at least 2 years consultants/sales persons with 2
experience in placing ca- to 3 years of experience Excel-
sualty facultative reinsur- lent compensation for good re-
ance Salary to be commen- suits Broad benefits package

surate with experience
Please send resume with

salary history to

Box 2226, Business Insur-
ance, 740 Rush St , Chicago,
1, 60611

RISK MANAGEMENT
CONSULTANT

Medium size independent Risk
Management and Employee

including retirement Send re-
sume with work and earnings
history to Box 2247, Business
Insurance, 740 Rush St, Chi-
cago, 11 60611

Our employees are all
aware of this ad

RISK MANAGER
CITY OF REDDING
CAUFORNIA
Salary $35,404 City of Reddingis re

cruiting a Risk Manager Qualified ap-
plicant should have knowledge of risk

management techniques, loss control,

Benefit Consulting firm located accident prevention procedures,

in the Midwest has the need for

claims adjustment and administration

If you answered "Yes" to both and a property/casualty consultant practices. Insurance theory. marketing,

are interested in working in an
eating consulting environment
(Great Neck, Long Island)

College degree Is required
Work or educational experience
in risk management, finance, or

COMPUTER FAMIUARITY A PLUS legal fields is desirable Strong

Send resume and salary history

Box 2253, Business Insurance

740 Rush St , Chicago, IL 60611
Equal Opportunity Employer

Treaty

communications skills are criti-

cal Salary based on experience

underwriting, safety programs, and
knowledge of pertinent laws and regu
lations Position requires a degree in
Business or Public Administration or a
closely related field, progressive re
spons,bility and administrative expert

ence in the areas of nsk management

Send resume and salary history or safety with a public agency Please
to Business Insurance, PO Box send resume by 500 pm. Apnl 15.
2249, 740 Rush St , Chicago, 1987 to City of Redding. Person-

IL 60611

Underwriter

Our client, an established professional reinsurer
oriented to growth, offers an excellent opportunity

to a Treaty Underwriter

The ideal candidate has three to five years'
experience, a sound foundation tri treaty
reinsurance underwriting, and a good rapport with

insurance brokers

Competitive salary and benefits and a pleasant
work environment are offered Our client's

employees are aware of this advertisement

For prompt consideration, send your resume and
salary requirements to Confidential Reply Service,
Department A510, Thompson Recruitment
Advertising, Ten North Main Street, Suite Two,
West Hartford, CT 06107 All replies will be
forwarded to our client unopened No phone calls,
please Our client Is an Equal Opportunity

Employer

Confidential Reply Service

Thompson Recruitment Advertising

net Department, 760 Parkview Ave

nue, Redding CA 96001 (916) 225
4065 EOE

cal repor ing capal
documentation & training. Perfect for
large HMO's Available for license Call
800-645-3332 (In NY 516-6260007)

of group*health insurance Salary
plus Reply to Pouch 1872, Fairbanks,
AK 99707 907/456-8801

ASSISTANT
MANAGER

CORPORATE RISK MANAGEMENT DEPARTMENT

Centel Corporation, a Chicago-based telecommunications com-
pany, has an immediate opening for Assistant Manager in fts
Corporate Risk Management Department Pnmary responsibili-
ties of the posmon include property/casualty insurance admin-
Istration, claims administration and coordination, contract re-
views, and supervision and development of staff

Individual should have Bachelor's Degree in Business, with
some accounting and statistical background, excellent com-
mumcations skills, five years insurance experience, with
three years m a Risk Management supervisory capacity

We offer an excellent compensation and benefits package

Forward your resume, including salary history, in confidence to

Centel Corporation

Assistant Vice President
Taxes & Risk Management
8725 Higgins Road
Chicago, lllinois 60631
An Equal Opportunity Employer M/F

PRODUCER
INSURANCE BROKERAGE

Frank B. Hall, a name synonymous with high quality and excellent ser-
vice, m seeking a producer for our New York company.

Background should include experience as an account executive or pro-
ducer in the insurance brokerage business and a track record of suc-
cessfully dealing with clients and prospects. Technical skills will be a

plus, but the drive, desire and self-confidence to solicit and develop new
business will be the critical factor.

Starting salary will be competitive based on experience. However, the
potential of virtually unlimited earnings resulting from the successful pro-
duction of new business should be what motivates you to respond to this

opportunity.

If this is the type of challenge you are looking for, please contact:

#41 0

William D. Pringle
Executive Vice President

FRANK B. HALL & CO.
OF NEW YORK, INC.

Wall Street Plaza
New York, New York 10005

(212) 952-1200
An Equal Opportunity Employer M/F/HA/
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Berkshire Hathaway ture, candy and newspaper companies, includ- former GEICO Chairman John J Byme When
Equal Continued from page 3 ing the Yvashington Fost .o Mr Byrne left GEICO to become chairman and

L e . . Also, ire Hatha aintains a 41% chief executive gfficer of Fireman's Fund, Berk-
Opportunities  §asistijuarasLastatal asiouotom sase 0 eEICK Cop et i BOFEATeddy SineHGIRENRY fole” i anc nefonatet
annual premium Norwag the gro%) 0par’tic*larl That relationship that began when he took a ﬁefg?’l?’n to Fireman's Fynd an M8 me,

the additional ecléss@éolumtﬁla %ver%try usiness School in Mr Buffet fo%serves mT:“aerks |reh ﬁtha{/%ys

ew York taught by Ben Graham and became a somewnhat folksy annual report-which includes

Each Weekly issue of Interest n hiri eop

Business insurance gives LPL%EW,Q&[ bﬁ,vﬁ,,B eplgquired to handPe t?wose W r . i
SRV SO S e St e T s i Fe ey
Aralfes a landmarc ook ratFrom ol Lalticket

you an equal opportunity Thus, it was decided "sort of arbitrarily" to

to reach and motivate "managégﬁ%ﬁﬂﬁﬁlr&ﬂmﬂté’vg éﬂﬁiﬁ@é itwould be’a 'vallie approach,” which calls forbuying un- one {G'let go of am et .
\ i q%valueq(c?m%anles ang] holdlqg onto them Mr Buffett says he has no plans now for addi-

81's more than 133,000 In fact, because of the large volume of re- until the market recognizes their valde _ ional investments jr the iln q{ nce Industry, 'a|-

purchasing influentials  SARASSRBSHSHIG Hahaupy fecaled, e $1. Anytiog Ber ias nterested in. | was in- though he adcs, T wouldn'tbe Surprisea”

th I 10 to 15 f
When he learned that Mr Graham was also "YOU Rever ean el fi this Busiaea ® o™ "W
GEICO! ,cgai(grﬁwg%aqer\éiaslited GEICO's Wash- This is not to say that Mr Buffett is nece§s?r—
u -

and financial executives, "The key to efficiency is really people with a ingfon offic After banging on 1ly sanguine about the insurance industry's
s managers, employee the conyVE ST e i o iy el ol s o A R PG R

ISk man one
[)ene its’mdnagers and large compates became Berkshire Hathaway the sixth floor " of prosperity will not last long "

. . . top administrative %'ﬁt‘.%‘ﬂ%t‘ it was still more rabctical than_g lower

premium wo haVe been, he sai

policyholders as a result of the ad That fellow turned out to be Lorimer David- " 4 . : : "

the agents and brokers —  goyopire Hathaway primarily writes general son, a GEICO official who later became chair- added ™ 'S changing very fast right now.” he
who serve their needs. liability, directors and officers liability, product man of the company "Davey spent about four The hard m%rkreft will turn by this gvhear's third
uffe insurers

iapity and Someg{égﬁ%ameoﬁp]s il%msvsg\d%’-ﬂbgtuésa?&%%%tlWrrggf?er}ttpeeclal?géance business t)qtzﬂtacanr:grl’inl\gg won'ttE)ep Ef(fj;gz:jt"hfgy another nine

When you want to reach expecP&5THMEI

; ; , Upon his retyrn to, Omaha at the age of 21, Mr months or thereafter" because of the time la
your prime audience, the The a,d"ma?/ be reg?,ated, said Mr Buff%tt But B,uffeﬁ continued his ties 16 insurance by selﬁngsbetween price changes and their appearance on
Business insurance 10t until"our phone lines are ready to handle insurance company securities for his father's financial statements

. . I o ) ' stockbrokerage firm He even wrote an artiﬁ:le Mr Buffett also admits he IS somewhat frus-
audience is unequalled! One, indication of Berkshire Hathaway's new gn insurance stocks later fhat year, called Th% trated by the fafct| that only in insurance can a
conmttment F% ardge comrme cial risks Is the [e-oe unt'){ Like Best," an article he still points to business put out false profit'and loss statements
o g o Do Dust fofmel presist orwitipride ~ o for @ while *and get away with it
PUBLISHING CLOSING t i G | bsidiar At the same time, he studied insurance regula- In other businesses, whether automakers or
DATES DATES ernationa’ teroup Inc subsidiary ndons in he state house at Lincoln, Neb, so his dressmakers, "the expenses are clear-cut "
Mr Busti Joined Columbia Insurance Co, a insurance knowledge was "selt-taught to a de- An analogy, he said, would be if General
Berkshllre Hathayvay syb5|d|ary, as .pre5|dent gree . . Motors made a’eqr to Sell’ for $1dp O?O, to be deli-
Mar =2 Fcb 18 apd shief operating officer earlier this year (B, In 1965, I\r/]Ir Buffett acqtlured BerkshlEr;e I;(Ia;[]h- vered in 6y(<)ag(;s tlmektcoul tell geopf% the
L . . way, at fhe time, a textile operation Berkshire ¢a , nake, when in fact it Cpst
Mar 9 Fcb . Joining Mr BUF’[I were Ameélgan Hor\T)e ec- ﬁatﬁ%maytsggg@.gﬁt%tﬁe msﬁrance sjness §1§6§8 §Ifﬁey cou‘g kg peopfé for1 years 4
Mar 16 o 1 ytive Vo' Dinos fordanau and Senior Vp Mi- occurred in™1 i e purchase of National Mr Buffett also noted that he is in the insur-
ar : . . . . .
Columbia, with policyholder surplus of about I\Jlgql%@@y Insurance Co and National Fire & anclarbgfgfgitooitgﬁfdﬁngee:[Hgrghcll)onseogl?{/ﬁf
Mar 23 Mar 10 $500 million, will concentrate on writing com- oth Omaha-hased companies had been con- Graham's tenets, according to summaries of his
mercial casualty insurance, mostly excess and trolle John ingwa work, is that stock should be sold after a com-

Mar 30 Mar 17  umbrella liability coverage "For about inutes once a year," Mr Ring- pan hes a profit objective of between 50%
. With Mr B;,Jﬁ’%i's hiripé; Mr{ Bfuffett enthus}as- walr wou?cf.ge%?o&ﬁg rpoo toyse?Irihe insurg- gnd%%%z), Wth?] € assumed woufd e three
tically said, "The world’5ort of opened up Tor ance operation, Mr Buffett said years or less from the time of purchase

Apr 6 Mar 24 rs
us" in terms of opportunities to expand Mr Byffett haﬁ]pened o be op hand Blﬁ r Buffett saH],turmngtover companies

In 196
A 13 M 31 "When you get talented quys you shoul makewhﬂe Mrﬁin It was in the mood, and oftered quickly IS not part of his investment strate
A p2r0 Aor 8 -IT-W 0 tak the ovgth\?r BU‘EQI agdédj ere a?wgys Mtrh Irg\%v tggﬁ.mil %on ﬁrtNat?olnlgl ndemnity | cg'lll that Siq-rummy corporate Martage-
pr22 APTS WITING 10 1aKe B & oMpans 15 Mot neceaaatlly "sperdinig a loL Mf Ringwall acepied. butmmedidtely re- M Buffelt sad he prefers fo become Involved

I
, comEany IS not nece"s?arfly spen ingwalt ] : , ecory
Apr 27 Apr 15 ftime beatind the bushes" for them or even gretted his decision, said Mr Buffett However, with people and businesses he likes "and Just sit

eeds " . h P .
@%kﬁ;”é%%f‘ FBUASt added T nelar really Stance, Mir BURSTE said. A&l own tiat for-

May 4 Apr 22 ver, "We've got plenty of an

Y P mFL%Wﬁ\éq;erll% algdr%e‘yv t ftgh 2 K BI: gave him a chance to back out of it ever:
May 11 Apr 28 nsurance Is only one part of the berkshire "He worked for a number of years for me Mr Buffett said he has no plans to leave the
Hathawazioperatlon In fact, to the general pub- thereafter," said Mr Buffett . insurance business "We love it It's other people

May 18 May 6 lie, Berkshire Hathaway IS best known as an In- esides the direct insurance business written that come and ge Our involvement will [ast as
vestment firm Mr Buffett, 56, estimates_Berk- by égerighlre I-fa%awa um?s,%ﬁ_ey allso reinsure long asni]ﬁve-ar?dQ longer

May 25 May 13 shire Hathaway, of which he and his wife own 7% of all business written by Fireman's Fund e int tina.busi M ffott
slightly Jess dhan 4% hglds between $3 billion Insurance Co The quota-share agreement ex- sald s BIS3 FRORE T Than making Rorse:

tends through Aug 31

Jun 1 May 19 ; s . 0 : g . . , " .
Jun 8 May 27 CoolUECARALS iergsisinclude, 19 of Berishice atiawars Ink with Freman's e added, Jnoughtiully, its not as profitable

Jun 15 Jun 3 SportS injurieS

shoes "

Junmn 22 Jun 9 Conti””e.d fr‘?m page 3 ) ) the other necessary elements of fraud or deceit, including

rupture in his left knee, he was not informed that his knee lacked the  There was a misrepresentation or suppression of a material fact by
Jun 29 Jun 17 "anterlor cruciate ligament," which can result in instability in the knee, the 49ers

particularly if combined with other inJuries ]  The 49ers knew that it was misrepresenting or suppressing facts from
JdJul 6 Junmn 24 - After experiencing pain and swelling in his left knee in 1964, he Mr Krueger

was injected with steroids but was never informed by the team medi- - The 49ers intended for Mr Krueger to rely on its misrepressen-
Jul 13 Jun 30 cal staff of the dangers associated with such injections tations, and that based on that Information, Mr Krueger did base his

« He was not informed by the team medical staff that he suffered decision to continue playing
Jul 20 Jul 8 from a thinning_ and loss of cartil%ge on the undersurface of the kneecap, a The court also ruled that the team's evidence never directly con-
condition known to be an adverse reaction to prolonged steroid use tradicted Mr Krueger's testimony that the team's physicians never dis-
Jul 27 Jul 15 » He was not informed of "degenerative post-traumatic changes" in his closed the true nature and extent of his injuries or the adverse effects of

left knee Joint that were indicated by X-rays taken between 1964 and steroid injections, the court said
1o71 "As to the crucial 1SSUe of full disclosure we find the evidence

Aug 3 Jul 22
« He was not advised that he risked permanent injury by playing uncontradicted the requisite disclosure was never made," the court

Aug 10 Jul 28 the remainder of the 1970 season without surgery after "a substance" was ruled
dislodged from his left knee joint following a hit during a game "That the team physicians withheld no material information from
Aug 17 Aug 5 It was not until 1978, five years after Mr Krueger retired, that a Krueger is not, in our view, the proper focus of inquiry," the court
team physician showed him X-rays of his knees and advised him for added "The critical question is whether full disclosure of his med-

Aug 24 Aug 12 the first time that he suffered from chronic and permanent disability leal condition was ever made to Krueger "
of the knee, he alleged The court noted that in a doctor-patient relationship under the Cal-
Aug 31 Aug 18 In 1980, Mr Krue?er sued the 49ers for fraud or deceit under two ifornia Civil Code, failure to make full disclosure constitutes not only
sections of the California Civil Code Those sections illow an inJured negligence, but also fraud or concealment, when the requisite intent
Sep 7 Aug 26 party to recover damages from another that has willfully deceived the is shown
injured party or has suppressed facts to mislead him A physician cannot avoid responsibility for failure to make full disclo-
Sep 14 Sep 2 Another defendant named m that lawsuit, the Bert Bell NFL Player sure by simply claiming that Information was not withheld," the court
Retirement Plan, had previously settled said
Sep 21 Sep 9 In 1985, a state Superior Court Judge in San Francisco ruled that The court also found that Mr Krueger established that at the time the
Mr Krueger failed to Frove all of the elements of fraudulent con- team concealed medical information from him, the 49ers intended to in-
Sep 28 , Sep 15 cealment necessary to hold the team liable duce him to continue playing football despite his injuries Mr Krueger

The Judge also ruled that Mr Krueger would have continued to play relied on the medical advice of the team's physicians and was not required
. football even if he had been advised of the nature and extent of his in- to consult outside sources or undertake Independent investigation of the

. b usiness juries This finding negated a crucial element in Mr Krueger's case-that nature of his in]Urles, the court further ruled
the team’s actions were the "proximate cause" of his injuries _ "We think the record unequivocally demonstrates that, in its de-
iNnNsurance However, the appellate court disagreed "This finding seems to us mere sire to keep appellant on the playing field, respondent consciously failed
conjecture," the court said, refernng to the proximate cause element of to make full, meaningful disclosure to him respecting the magnitude of
Mr Krueger's fraud or deceit charges "Appellant demonstrated through- the risk he took in continuing to play a violent contact sport with a

New York (212)210-0133 out his football career a courageous-some might say foolhardy-willing- profoundly damaged left knee," the court said
Chicago. (312)649-5275 ness to endure pain and injuries for the sake of his team and employer, but "It is in this palpable failure to disclose, viewed in the light of the
Los Angeles. (213)651-3710 no credible evidence suggests that he ever assessed and accepted the 49ers' compelling obvious interest in prolonging appellant's career, that
prospect of permanent disability we find the intent requisite for a finding of fraudulent concealment," the

In addition, the appellate court found that Mr Krueger had proven court said
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Car rental exposures cult o know what employees are getting fo the foe, some available to $1 milion per person and por aceident_ s
Continued from page 1 However, the four leading rental car companies say most or Fund Insurance Cos and brokered by Alexander & Alex-
about their new car rental exposures, he added all of their franchises use standard company wording for the ander, A&A's Mr Eggers said A&A now is marketing the
ISO representatives promised a few weeks ago to give a collision sections of a rental agreement and that there is even program to other rental car companies, he added )
high priority to resolving this coverage dilemma, said C more consistency in the wording concerning rental liability Meanwhile, liability coverage limits for damage to third-
Courtney Wood, a principal with Moore-Lofgren-Wood StandardiZation of collision damage waivers IS one of the party property at Hertz, Avis and National continue at
Agency Ctd 'in Edmond, Okla He IS also chairman of the aims of a model act adopted last summer by the National $25,000 in most states However, Budget is now offering only

Technical Insurance Cémmittee of the Independent Insurance Assn of Insurance Commissioners It requires car rental the minimum required coveraﬁe in each state, which ranges
Agents of America, which meets periodically with ISO companies offering CDWs to follow specified terms and con- from $5,000 to $30,000, said Henry Peterson, Budget’s assis-

Until then, business auto policies written on the new ISO ditions, be licensed and file rate information Legislators in tant vp for risk manaqement R
form must be modified through an endorsement to prevent lowa now are considering adopting the act as law, according Emp'oyers ty_plC_a_Iy can purchase liability insurance for
the gap, though some insurers say they are reluctant to add to Mr Schrader third-party bodily injury and property damage claims that
the endorsement Employers can reduce their exposure for rental car damage exceed the amount of the coverage that IS automatically fur-

Combined, the recent changes in employers' rental car ex- by obtaining coverage under mther the old or the new version nished by the car rental company by filling in the declara-
posures are causing confusion in the commercial insurance of the business auto policy, sources say That coverage would tions page of both the old and the hew business auto polic
marketplace Risk management consultants, brokers, risk be excess of any coverage obtained through the auto rental with notations that say cars rented by employees are covered,
managers and insurers differ on how employers should man- agreement The coverage is obtained by checking the applica- sources sa

age these risks ble box on the declarations page of the policy, entering limits Employgrs' business auto coverage costs will increase after
Only the country's largest corporations-such as the For- and deductible amounts and specifying that hired autos be "losses g_o through the system," noted Ted Melinosky, assis-
tune 1,000-generally are free of these worries because they covered by the policy, experts suggest tant director of the commercial lines product management
have negotiated overriding agreements with car rental com- In addition, ISO offers insurers a blanket endorsement (CA division at Travelers Corp )
panies that provide both coverage for damage to rented 99 33) to the new business auto policy that includes collision In addition, employees who rent cars for business use cre-
cars and increased liability insurance limits coverage for all authorized employees, according to an ISO ate a contractual liability exposure that is creating a new
However, at least one of the major rental companies is spokeswoman coverage dilemma for many businesses . .
withdrawing from some overriding agreements and IS reduc- Another option IS tP amenc! the business auto policy b_y . Rental agreement contracts typically include indemnifica-
ing the coverage it will provide under other agreements (see endorsement to provide physical damage coverage on hired tion or hold-harmless clauses that could create contractual
related story) autos liability for an employer, sources say Under such an agree-

"Auto contracts are becoming more onerous from the For instance, broker Bayly, Martin & Fay International Inc ment, a company renting a car agrees to hold the rental car
standpoint of the renter," said Robert Dauer, senior consult- obtains physical damage coverage for its own rental automo- company harmless for the rental company's own negligence if
ing editor with The John Liner Letter, a Boston-area risk bile exposures through a manuscripted endorsement to its an accident arises out of that negligence ]
management advisory publication "Large auto renting firms auto physical damage policy, said Sam Alcorn, senior vp at For example, an employer could be held liable for an acci-
are placing more responsibility on the renter of cars " Fort Worth, Texas-based BMF dent, even if the accident was caused by a rental car's faulty

For instance, in recent weeks both Avis Inc and National Mr Wood suggests employers add an endorsement to their brakes that the car rental company knew or should have
Car Rental System Inc have joined Hertz Corp and Budget business auto policies that emphasize a company's employees known about, Mr Dauer explained
Rent a Car Corp in making a renter liable for the full value are covered by the policy Such an endorsement reflects an Previously, most employers were covered for contractual
of a rental car if it is damaged employer's moral responsibility to his employees, prevents an liability exposures under comprehensive general liability po-

Car rental companies' own insurance woes are part of the employee from suing an employer if there is no coverage licies. either automatically 02r through an endorsement
reason behind the change and protects the broker from errors and omissions claims, he However, the new commercial general liability policy spe-

"The losses and premiums have both risen dramatically said He believes an endorsement IS needed because a typical cifically excludes contractual liabilities . )
over a period of years," explained Stan Roth, vp of insurance business auto policy names the company as the insured, while O’intended that the new business auto policy provide

for second-ranked Avis rental agreements name the individual employee as the per- contractual liability coverage for rental cars, but ISO's com-
"In the past two years, there has been a sharp erosion of son responsible for the car mercial Automobile Committee uplain overlooked it," said
coverage availability," noted Peter J Piacentino, president of Ideally, cars should be rented m the name of the company Philip Brown, a Travelers' assistant director who represents

Rental Industry Services Inc in King of Prussia, Pa, a bro- itself and not an individual, observers say, though many Travelers on the ISO committee, which helped develop the
kerage that specializes in coverage for car rental agencies rental car companies require the use of an individual's name revised business auto form ) )
Coverage for these high-risk businesses has been "hard to Most employers consider employees traveling on business The ISO committee is expected to consider the issue when
get," and it also has been "hard to get high limits," he said as their agents and will provide insurance protection for it meets next month and may draft preliminary wording of a
While an employer's liability for damage to a rental car has them However, an employer could decline to do so in cases new endorsement to cover the exposure by May 1, he said
increased significantly, "at least 90% of all employers do not where an employee has an accident during a vacation day The wording Sho“_'d be formally adopted no later than
have any physical damage coverage for leased or rented tacked onto the end of a business trip Sept 1, Mr Brown said
cars,” Mr Wood pointed out As a result, employees also should check their personal An ISO spokeswoman would only say ISO has agreed that
Companies that self-insure their rental car collision expo- auto policies to see whether they will respond if a car is the committee will review the topic )
sure face "a big problem" now that they are responsible for damaged, experts advise . As a stopgap measure, an en.dorsement (CA 99 16), which
the full value of the car, said the vp of finance for a atever the form, rental car physical damage coverage covers non-owned autos as if the employer owns them,
Chicago-based publishing company has become more important as the loss potential has in- should be added to an employer's business auto policy and a
Some companies, like Skokie, Il -based Bell & Howell Co , creased, but many companies do not seem to realize it, one note should be written on the policy to emphasize that the
are continuing to self-insure their collision damage exposure, broker notes coverage is for daily rentals, Mr Brown said
(BI, Oct 18, 1982) However, Bell & Howell's exposure has Yet, despite the new exposures for rental car collision dam- The ISO spokeswoman said another endorsement (CA 20
been capped at about $3,000 by an overriding agreement with age, "it's the liability exposure that can kill you," pointed 01) also could be used, but that endorsement is primarily
a car rental company, said Bruce Wilson, director of risk out Joseph H Albert, president of J H Albert International designed for long-term leases )
management Insurance Advisors Inc in Needham Heights, Mass A broker is going to be in trouble if he doesn't get the
Employers can reduce their exposure for rental car physi- Rental agreements previously used by the four leading car required endorsements on the new policies," Mr Eggers
cal damage by having employees pay the rental car company rental companies automatically mcluded liability coverage noted )
an additional fee-usually about $9 a day-for a "collision limits of $100,000 per person and $300,000 per occurrence to However, some insurers say they are reluctant to add these
damage waiver," which eliminates the renter's liability for pay for claims stemming from bodily injury to anyone other endorsements to the business auto policy
damage to the rental car However, most companies in the than the driver of the rented car o We are definitely not very willing to adopt the endorse-
past have told employees not to purchase CDWs because of However, Avis and National have dropped those limits to ment," said Mark Kinder, a commercial casualty underwriter
the high cost $25,000 per person/$50,000 per occurrence except where specialist with Kemper He explained that too many vari-
The rates charged for CDWs "are just terrible," noted Tony state laws require car rental companies to provide higher ables exist to properlx_underwrite the coverage, Including the
Schrader, lowa's deputy insurance commissioner "What limits ) o o companies from which cars can be rented, requency of r.e”t'
rental car companies are doing is increasing the threat level Meanwhile, Budget dropped the liability coverage limits it als and the nature of the rental agreement wording, he said
so the individual consumer will be pushed into buying" offers to state minimums, which can vary from $10,000 per Itwould be hard to rate and therefore hard to determine a
CDWs, he said person or $20,000 per accident to unlimited coverage in a fair price for such blanket coverage, said an underwriting
But, Rolland L Krefall, National's director of insurance, state like Hawaii, sources say manager for a commercial auto insurer who asked that his
said increasing the amount of damage for which a renter is "The $25,000/$50,000 limit is not enough," Mr Albert said name not be used
liable is "not a move to develop profit but a move to pay our "I'm surprised they are dropping hability limits That will ~Another approach would be for a broker or agent to con-
expenses " He points out that the more than 75,000 cars cause a hue and cry and get the politicians involved " vince an insurer to delete language in the new business auto
in National's fleet often come back "battered and dinged " Hertz adopted $25,000/$50,000 limits for a few months last policy that excludes contractual liability coverage for rental
Some employers have avoided CDWs not only because of year but then re-established the $100,000/$300,000 limits, cars, the underwriting manager said )
their cost, but also because the wording of the waiver may Hertz's Mr Russo said ) ~ But, an insurer will want payment for deleting the exclu-
vary, especially in locations operated by franchises The lack And, employees renting cars from Hertz in most states can sion, said Richard N White, a senior vp with Fred S James &
of consistency among car rental agreements makes It diffi- pay an additional fee to increase the limits automatically CO in New York City

Companies told to revi ew car rental procedures

By MEG FLETCHER They need to consider whether the rental One of the most favorable overriding However, at least one major car rental
car agreement contains exclusions that void agreements calls for a company's employees agency began de-emphasizing overriding
Risk managers who want to be in the coverage furnished by the rental company if to pay no fee for a collision damage waiver agreements durin%the hard market
driver's seat need to re-evaluate their com- the driver uses any drugs, Including moder- and to receive $1 million in liability insur- National Car Rental System Inc 15 with-
panies' approach to managing risk created ate use of alcohol, drives unsafely, drives off ance from the car rental agency. said Ralph drawing from some of ItS overriding agree-
by car rentals, experts say paved roads or if someone else drives the car Pound, vp in the Chicago office of broker ments and, in other cases, is reducing the lia-
"| think this is an excellent time for a com- other than the person whose name appears Rollins Burdick Hunter Co bility coverage it offers under the
pany to re-evaluate its policy about short- on the form, said William Foran, president of A special advantage of an overriding agreements to $100,000 per person/$300,000
term rental of automobiles," said Robert T E Brennan Co, a Milwaukee-based risk agreement or having proof of collision insur- aggregate from $1 million total, said Rolland
Dauer, senior consulting editor with The management consulting firm ance is that it gets employees off the hook if L Krefall, National's director of insurance
John Liner Letter, a Boston-area risk man- Some "exclusionary language is worded so a rental car company seeks immediate pay- To clarify the question of employee re-
agement advisory publication broadly that anyone leasing a car is exposing ment for damage to a car, said Sam Alcom, sponsibility for rental car damage and liabil-
"Risk managers should set a threshold on himself to some severe penalties," Mr Bren- senior vp at Bayly, Martin & Fay Interna- 1 ty, employers should write a corporate
the amount they will sustain a loss for and nan said tional Inc in Fort Worth, Texas statement advising who is covered under dif-
temper that with the amount the rental car After reviewing the contracts, risk manag- Some franchisees can get "awful rough" if ferent circumstances and give copies of that
companies are charging for the protection ers may want to mandate that employees there is no way to Immediately satisfy them statement to employees as well as include it
and the number of times a year cars are rent from a company that offers acceptable for damage to a rented vehicle, regardless of in the company's risk management manual,

rented and adjust accordingly," said Lanny terms and conditions fault, he said said Dean Brooks, executive vp with Brooks-
L Hair, executive vp of the Independent If possible, risk managers may want to try Mr Alcorn cited one incident in Hawaii in Lussem Insurance in Des Moines, lowa, and
Insurance Agents of Arizona to negotiate overriding agreements with which police were called to prevent a person chairman of the Independent Insurance

Risk managers also should review rental rental car companies to obtain higher limits who returned a damaged rental car from Agents of America's commercial lines com-

car company contracts, observers suggest and more favorable terms and conditions boarding a plane mittee
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Beneficial insurer sale

Continued from page 1
against ACIC

Phillips Petroleum Co that no longer is writing commercial nothing," said Ms Mulholland
reinsurance business-has demanded arbitration on its par- They have been most anxious to satisfy the demand that
ticipation in treaties reinsuring business produced by an- the company is solvent and can continue to do business, even
A - . . . Pther cf_f ACICE fﬁlrmer MGAs, Dar Allen Reinsurance Agency with all the vagaries" of the reinsurance disputes and other
mencan Centennial is going to, in general, be liable for Inc of Freeport, problems, she said
all the lawsuits,” said Andrew Kerstein, ACIC senior vp and Walton also has sued ACIC and another reinsurer to block ?nal sts IE}‘?‘t-VVl?eF said the)hgei‘gfa”y support the sale,
I IClal's 10 ou

president of First Delaware HoIdin%s Inc, the hoIding com- the companies from drawing down on letters of credit and noting Benefi rtunes s improve once It with-
pany created to acquire ACIC and the other insurance units custodial funds maintained by Walton In addition, a group draws ffom the insurance business
However, Beneficial has agreed to indemnify ACIC if it is of ACIC's ceding companies, including Employers Insurance "American Centennial was a disaster” for Beneficial, noted
ordered to in some of the disputes, inclyding those over of Waysau, IS suing ACIC and demanding arbitration on Joanne Morrissey, president of Firemark, an investment
bus?ness prggxcedsb)m'?he andervﬁiters Inc o?g’_a%ippany, treaty angL#aCLHta?ve reinsurance ceéjed to A&Hg banking and insuxagce research firm in Morristown, N J
NJI‘, a former 'Vt'?A for ACI'.Cb'.\I’.'tS M‘#}h‘;'_'jlnd said Be’t‘?;" Meanwhile, Mr Kerstein said ACIC has negotiated a five- While she said many of ACIC's problems were caused by
gia’s agreemen o assume fiabllily In the Tl case was atine  vear production contract with Beneficial for credit property overzealous underwriting during the soft market, she added
partment's instigation . . s A d ' "
. insurance business generated through Beneficial's Ipan of- the company was an illustration of Murphy's law "Every-
Ab%ut 15 reinsurers, who together may account for more fice system This represents an "ongoing and immediate thing that could go wrong did go wrong
than $40 million in reinsurancerecoverable by ACIC, have source of premium income," he said, estimating it will gen- The_result, she said, was a "black hole" in ACIC's loss
dlsclalméad |IQ%I|It¥JPr and éiemanded arbitration on busi- erate $75 million in premium over the next five years This reserves The fact that Beneficial found no one that was will-
ness produced by » according fo court papers . g_l{lsineﬁs, he said, will bg.used as the oundatior],to write ing to buy American Centennial suggests there were still
The $40 million estimate is disputed by Mr Kerstein, who additional linies, suchas credit property and personal lines "grave concerns” about loss reserve adequacy And, the fact
described it as "grossly overstated,” and said the total could Mr Kerstein said ACIC had a policyholder surplus of $61 that the value of the $98 million in notes will be determined
i . million as of Dec 31, 1986, and he expects that to change "by over time "still suggests reserves are difficult," she added
ACIC Senior Vp Scott Goodell noted the TUI business has no more than 10% in either direction- after the change in "l would think Beneficial's main purpose is to get the rein-
generated lawsdits in.hoth. state and federal courts, and that ownership Ms Mulholland noted the company was told surance (liabilities) out from under them," said Claire M
roitration’involving  ACIC reinsurers is still pending to have a minimum of $60 million in capital and surplus Percarpio, an analyst with Duff & Phelps in Chicago "It's
ACIC filed a lawsuit in 1984 in federal court in Newark, "We think there's an excellent opportunity in the future for lust a black hole No one knows what the future liabilities
N J, charging that TUI and others defrauded ACIC on a por- the companies,” said Mr Kerstein, explaining why the man- are likely to be
tion of the usiness that the reinsurers are now contesting agement team decided to buy American Centennial’He said "Beneficial was motivated by the fact that management

(Bl, Oct 29, 1984) o . : . ; age
Liability for some other disputes will be shared by Benefi- tﬂe egi(r%ects 15 to 25 people to have equity in ACIC following vgii:r;fagl;fuﬁzsaigztr?oetyt:rggvxanr:(t:;mg about," said an

cial and ACIC, said Mr Kerstein Mr Goodell stressed ACIC The transaction "will put ACIC on a very sound financial "Th A -
. . . . s . . . . . y didn't get ver uch for it, but on the other hand

will be sufficiently reserved to cover any eventual loss devel- basis" and allow it to meet its obligations, he said, stressing they had Just putina fot orFmoney to reserves in 19§6,r'} said
that ACIC has no plans to seek rehabilitation Tanva A%vah’ ap analyst with S_tgndard &(roor's Corp i

ork "You might say they paid to get rid of |t, depend-

Besides the disputes stemminE from the TUI business, Ber- If anyone does expect American Centennial to be put into New ]
muda-based Walton Insurance Ltd -a captive owned by rehabilitation, Beneficial "has paid a helluva lot of money for ing on how you lookat the'timing of these things "
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RISK MANAGEMENT
AGENCIES

NICHE SYSTEMS, INC.
274 Madison Ave , NY NY 10016

(212) 686-4468
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'Capbves & Self Insurers

Spectallang In medical mak
Rak Retenbon Groups
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INSURANCE SOFTWARE
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(800) 237-8133 (U.S.)

CASUALTY ACTUARIES, INC.
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- Loss Reserve ana Rate Evaluations for

Insurance Companies and Seif-In-
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- Statutory letters of Opinion on loss and
loss expense reserves
One Insurance Center Plaza Suite 102
St Louis, MO 63141
(314) 878-5002

PROGRAM BUSINESS
We specialize in putting groups of
insureds into their own captives, risk
retention groups and self-insured
plans single lines or packages We
Can provide the reinsurance and the

carrier Agent's programs also wel-
comed Please write or call about

your needs to

Write Corporate Risk Consultants
24370 Northwestern Highway
Southfield, MI 48075

Call Kenn Allen, Vice President
(313) 358-1100
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Temporary Claims Examiners

Quallified, experienced medical & dental claims examiners are available

nationwide to assist you with claims processing

On-site or off-site staff is available during regular hours, after hours and

on weekends Employee skills are exactly matched to your requirements
in either group Or individual claims on both manual and on-line pro-

cessing systems

As the leading national firm devoted exclusively to temporary assistance
in claims processing, we have been the proven answer to claim backlog

problems for over 300 companies Call usto find out about how we can be

a part of your solution

Claim Services Resource Group, Inc.
800-331-5039 = 214-701-0606 (In Texas)

IEA syndicates

Continued from page 2

Meanwhile, show-cause orders
answerable March 19 were issued
last week for the American Man-
agement Service Syndicate, Ameri-
can Royal Syndicate and Usher
Syndicate, Mr Godwin noted

"We have not seen sufficient
data to see that they're insolvent,"”
said Mr Godwin He noted, how-
ever, that based on statements filed
with the Florida department, It IS
clear the syndicates have less than
the required $1 million in capital
and surplus Mr Godwin said he
could not be more specific about
the syndicates' surplus at this time
"They're between zero and $ 1 mil-
lion," he said

Mr Godwin said American Royal
wrote $7 million in gross direct
premiums in 1986 and reported a
$100,000 profit He said that AMS
wrote $3 million in gross direct
premiums and reported a $10,000
profit

In both cases, the amount of re-
insurance written cannot be deter-
mined, he noted Because both syn-
dicates had canceled assumed
reinsurance contracts, the amount
of reinsurance reported assumed
by both syndicates was a negative
number, he explained

Usher reported $8 5 million in
assets, $ 1 million in direct premi-
ums and $6 million in reinsurance
written during 1986 It posted a
loss of $50,000, said Mr Godwin

Show-cause orders answerable
March 19 already had been Issued
for Syndicates One and Three by
Leon County Circuit Judge Wil-
ham L Gary (BI, Feb 16)

Syndicates One, Two, Three and
Four are managed by Daum Man-
agement Inc

Sources say Syndicate One-
whose owner, RLI Corp , produced
financial reports that initially led
to concerns about financial stabil-
ity of syndicates One, Two and
Three-may be having second
thoughts about rehabilitation

"We really haven't heard from
the people with respect to Syndi-
cate One," said Mr Godwin

AN RLI official could not be
reached for comment

Last month, the IEA board voted
to indefinitely cease underwriting
following mounting treaty reinsur-
ance losses

Exchange officials and the In-
surance Department are investi-
gating the participation of most of
the 15 IEA Syndicates on as many

, as a dozen reinsurance treaties that

have produced heavylosses The

update

Unimar investigation dropped

Continued from page 2

However, police inquiries are continuing into the activities of
Peter Cameron-Webb, former PCW chairman, and Peter Dixon, an
ex-PCW underwriter, he added The police allege that Mr Ca-
meron-Webb and others concealed PCW's payments to Unimar,
failed to report to the Bank of England movements on money
outside the United Kingdom and did not properly record any of the
arrangements

PBGC terminates Kaiser plan

WASHINGTON, D C -The Pension Benefit Guaranty Corp says
it has terminated one of the four pension plans offered by Kaiser
Steel Corp , which recently filed for reorganization under Chapter
11 of the Federal Bankruptcy Act (Bl, Feb 16)

The Kaiser Steel Retirement Plan, which was established in April
1950 and covered approximately 1,000 plan participants, had an
unfunded liability of about $27 million, according to a PBGC spo-
keswoman

The spokeswoman said the plan, which covered salaried workers,
had a monthly pension obligation to 176 retirees of about $175,000,
with no assets available to pay these benefits

The PBGC spokeswoman also noted that three other Kaiser pen-
sion plans are also underfunded, but these plans have enough
assets to provide for continued benefit payments The agency is
now reviewing the status of these plans

Drexel forms Bermuda captive

NEW YORK-Drexel Burnham Lambert Inc 's newly formed
Bermuda captive, Capital Securities Assurance Ltd, IS providing
the firm with part of its excess Securities Industry Protection
Corp coverage

Government-sponsored SIPC coverage indemnifies investors up
to $500,000 per account in the event that a securities firm goes
bankrupt

Drexel previously had $9 5 million in excess SIPC coverage writ-
ten by Aetna Life & Casualty Co, but Aetna did not renew the
coverage when it expired last week

An Aetna spokesman would not comment on the Drexel coverage
beyond stating policy renewals are determined on a "case-by-case
basis "

American International Group Inc and a London insurer are
writing $2 million of excess SIPC coverage for Drexel, said a
Drexel spokesman, who would not identify the London un-
derwriter

An AIG spokesman could not be reached for comment

The remaining $7 5 million in excess insurance coverage will be
written by Capital Securities, which was incorporated in Bermuda
Feb 27

The Drexel spokesman would not provide any details on the cap-
tive's capital

Drexel recently has been in the news because of its ties with

arbitrager lvan Boesky, a key figure in the Walll Street insider
trading scandal

Briefly noted

Public transit districts serving Miami, Atlanta, Philadelphia and
Boston are working to establish a Bermuda-based captive insurer,
TRANSCAP Insurance Ltd., which is expected to provide partici-
pants with $25 million in liability insurance excess of $25 mil-
lion A total of 31 public housing authorities nationwide are
seeking Vermont regulators' approval to establish a captive insurer

' For advertising information In the INSURANCE SERVICES GUIDE IEA has questioned whether man- to provide property coverages and a risk retention group to write

Contact: Margaret Hikido. 740 N. Rush Street, Chicago. lllinois 60611 | aging general agents properly han-
Telephone (312) 649-5340

1 dled business connected with the

treaties

hability insurance Each facility is expected to provide $5 million
in per-occurrence limits, beginning about June 1
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Bl Insurance index

y 4th-quarter broker results
| indicate stanilizing market

14--

oo By LEONARD M. WILSON the basis of the fourth quarter surance rose 22_% .
Special to Busi | It is encouraging, however, that expense Investment income growth, with only one
pecial to Business Insurance growth decelerated along with revenues exception, was either flat or down in the
i rT'HE CURTAIN has rung down on 1986 for So much for the broader yardsticks More quarter The drop reflects lower short-term
o ) 1 the publicly owned insurance brokers It speC|f|caIIy, domestic retail insurance bro- interest rates year after year Growth in
‘o5 o  also has rung down on the hard market for kerage commissions expanded between 17% funds available for investment continues to
a60 :’commercial insurance Fourth-quarter re- and 19% in the fourth quarter Since pre- be strong
11 sults confirm that insurance brokers face a mium rates have petered out as a significant Profitabihty for public brokers received a
‘ 0 6 0 [ o new environment source of growth, new businesses assumed shot in the arm during 1986 All of the re-
auvlr == 41 Total revenues for four brokers that have pride of place as the engine of commission porting brokers but Alexander & Alexander
\i so far released their 1986 results were up an growth ) . ] Services Inc of New York, achieved pretax
average 17% in the fourth quarter, compared New business IS traditionally strong in margins of better than 20% Profit margins
The Bus,ness msurance stock index closed at with an increase of about tight markets The professional broker has a are almost back to the levels of the late
5258 on March 5, up a slight one-tenth of a 25% for the full year chance to prove his mettle under conditions 1970s, before the competitive market ex-
point from 525.7 on Feb. 26 Of the 63,nsurance New York-based Marsh / of adverse supply However, the slight eas- acted its toll ) ] )
industry stocks,ncluded in the index, 28 posted & McLennan Cos | ing in insurance markets has not affected the Clearly, new business will be the prime
*. .
gais, 30 declned and 5 remeined unchanged, once agan opoed te [t - .1 foy et sness SOl TRL s celenggeouce ol nJSE1 Fremiun igs
Men's Assurance Co of America, up 7.8%; for the final quarter and , prove they were able to sustain the ﬂOW ofgrowth Moreover, by the end Of the year, It
Toi(10 Marine & Fire Insurance Co, up 74% 32% for the year Al- -6 new business through concerted salesman distinctly possible that prices may be, on

Berkejy Cor| .0%; MEG-Conp. no opg can quarrel | ship balance, slightly negative
Zg |g an&auc 5 K 5(5 Tﬁlt d‘fooe(}reprqe 1 International insurance brokerage has not 'n‘.’eStO':S_a_r.e a "t.t'e nervous about th.e
benefited from rate increases to the same de- earnings visibility of insurance brokers This

Baldwin & Lyons, up 5. 0% Decllnlng stocks for slowdown Mr Wilson gree as domestic brokerage In the fourth uncertainty accounts for the low price-to-
the period were led by United Fire & Casualty This deceleration in rev- quarter, international commissions revealed earnings ratios now prevailing Greater in-
Co down 8.6%, Fremont General Corp., down enue growth clearly indicates that premium no consistent pattern It appears that inter- vestor enthusiasm will depend upon earnings

2% Arthur J Gallagher & Co., down 4. 3% Old rates for commercial property/casualty in- national wholesale brokerage was restrained progress in upcoming quarters
Republic Insurance Co., down 41 %; Frank B. surance lines are no longer the drivm? force by the reluctance of leading reinsurers to as-
Hall & Co Inc., down 3.7%; NAC Re Corp, down for commission expansion We calculate that sume U S risks Retail commissions dis- UNUM Corp.

32%, and Zenith National Insurance Corp., also price Increases contributed only 2% to 5% to played rather solid improvement, perhaps in

down 3.2% The Business insurance index the advance in revenues in the fourth quar- part due to translation into a depreciating UNUM Corp , the holding company of
climbed only 0.2% for the period, trailing the ter The figure for the full year was in the dollar UNUM Life Insurance Co, reported weak
leading stock market Indicators. The Dow area of 10%, we believe Domestic reinsurance brokerage remains results for 1986 as a result of poor perfor-

Jones industrial average grew 2.7% for the Industry contacts agree fairly consistently relatively strong, but not unaffected by the mance in its %rou medical division
week; the Standard & Poor's 500 average kept that premium rates are soft m the property change occurring in markets Marsh & Operati come In 1956 1ell 14% to
pace at 2.7%; and the New York Stock Ex- Insurance market and have leveled out in tﬁe MeLennan iS the bellwether here through ItS $101 2 million from $117 4 in 1985 Like-
change composite posted a 2.5% gain. liability insurance market It appears insur- subsidiary, Guy Carpenter & Co Inc Com- wise, net income for 1986 dropped 4% to
ance companies are not ready for across-the- mission growth also slowed, a hkely mdica- $1 15 1 from $120 4 million in the year ear-

British issues board price competition, but we do hear of tion that tightness in reinsurance has not lier ) )

1 Weer selective instances where insurers quote ag- precluded a slackening in rate escalation The company said that approximately
March 3 Pike P/E Div Yiold High-Low gressively on attractive risks Employee benefit consulting performed three-quarters of the decline in its 1986 pre-
Companies pence pence %  pencepence Expenses in the fourth quarter rose less well during the year This segment varies tax operating income resulted from the loss
Commt Union 340 194 183 54 349-340 than revenues and, as a consequence, profit considerably from one broker to another in the group medical business Chairman and

Genl Accident 1037 173 377 36 1037-977

margins widened On the average, expenses based on which services are involved None- Chief Executive Officer Colin C Hampton
Gdn Royal Exch 957 157 465 49 957-927

increased 14% in the fourth quarter against a theless, without the lift from higher prices, cited the higher costs of providing medical

Royal 1080 111 422 40 1062-1012 17% rise in revenues The fourth quarter is the segment posted gains in the range of 15% care and an increase in claims as the cause of

Sun Aliiance 796 177 298 37 8O2-764 often used by brokers to make up for un- to 20% The Tax Reform Act of 1986 and a the group medical division's performance

Brokore deraccrual of expenses in earlier periods greater share within this fragmented market Premiums written in 1986 totaled $1 6

e o 435 12 5 54 5 78 445438 Therefore, one must be careful about draw- likely account for the solid growth billion, up 23% from $13 billion in 1985

Hogg Robinson 375 139 162 43 383-375 ing too many conclusions about costs on Self-insurance activity also seems to roll

JH Minet 266 118 120 45 268-266 on The escalation in premium cost and the The Home Group |nC.

Sedg Grp 325 148 169 52 336-318 shortage of capacity enhances the appeal of

Stew Wrightson 498 126 190 38 502--498 Leonard M Wzlson, a prmczpal at L F the self-insurance solution Arthur J Gal- The Home Group Inc of New York has ap-

wills Faber 440 169 155 35 445-439 Rothschild, Unterberg, Towbzn zn New York, lagher & Co of Rolling Meadows, Il , a proved a leveraged employee stock owner-

Source Philip Olsen/Alan Clifton, Insurance Industry speczatzzes m znsurance brokerage stocks He leader in self-insurance services, affords in- ship plan The company will make open
Specialists Kiteat & Aitken Stockbrokers. 25 a member of the New York Soczety of sight into this category's growth In the market purchases of approximately | million

- SectEnty Analysts fourth quarter, Gallagher's fees for self-in- shares during 1987 for the ESOP

Pan Atlantic Re Inc.

Pan Atlantic Re Inc of White Plains, N Y

R March 5, 1987 2/27/87 thru 3/5/87 is offering 1 75 million shares of common

B I I N d u Stry StOCk e po rt stock at $16 a share The offering IS being
managed by Dillon, Read & Co Inc

The proceeds from the offering will be

Brokers Price % Chg P/E $ Div % Yid High Low Vol (000) Price % Chg P/E $ Div % Yld High Low Vol (000) used to increase capital and surplus of Mut-
Fairmont Finl Inc AME>x 1850 -07 128 0.00 0O 1s.8e 18.50 1644 liPlus Insurance Co, a New York-domicled
Fireman Fd Corp NYSE 4050 -06 172 040 10 4050 4000 5398 subsidiary, to more than $20 million and to
Aloxander & Alexander Sves NYSE 27 50 -0 9 26 4 1 00 3 6 28 13 27 50 1,855 1 Fremont Gen Corp ot 1775 72 0O oas =7 18.75 17.50
Baldwin & Lyons Inc oTc Z100 S0 91 020 10 23.00 21.00 1 3 Great West Life Assurn Co OTC 700.000 0 14 4 18.00 2 6 700 00 7 1 Increase the Capltal Of Pan Atlantlc Re S
Corroon & Black Corp NYSE 34.753 7 15 4 0 84 2 4 34 75 33 38 393 8 Home Group Inc AMEX 24.38 2.6 6 6 0,20 0.8 24 38 2150 466 2 London insurance subsidiary, Pan Atlantic
Gallagher Arthur J & Co otc  27.76-43 198 0.40 14  28.0027.75 3438  anover ins Co otc  74.2621 1680.6608 742577275 °?  Insurance Co , to more than 15 million
Hall Frank B & Co Inc NYSE 16.38 -3 7 OO0 OO0 OO 17.00 16.38 109 O
Harleysville Group Inc OTC 18.50 00 60 040 22 1863 18.38 972 pounds ($23 4 miillion)
Marsh & Mclennan Cos Inc NYSE 67.00 -2 7 20 3 1 90 2 8 69 00 66 75 823 1 Hartford Steam Boiler Insptn OTC 62 50 -1 2 14 6 1 60 2 6 62 75 61.00 99 4
Poe & Assoc Inc otc 13.25 19 16 8 0.40 3 O 13.25 13.00 5 8 Kans City Life Ins otc 28.50 -0.9 11 0 0.96 3 4 28.75 28.50 253
Kemper Corp oTe 37.00 2.8 14 7 0.60 1.6 37 00* 34.75 611.9
AGENTS/BROKERS AVERAGE 172 25 Liberty Corp S C NYSE 40.0026 14 1 0721 8 40.00 39.25 Tass C I G NA CO I"p -
Conglomerates & Holding Cos Lincoln Natl Corp Ind NYSE 5063 07 111 216 4.3 51 88 50.50 5359 . -

g 9 o o nd o o e GO coo o on o oo CIGNA Corp of Philadelphia increased ItS
Anderson Clayton(Ranger/PanAm) NYSE 65 63 00 18 8 0 00 0.0 00 o000 n’:zz.g:egzupclarp OTC 55 6330 O4 188 0000 0315§0(2§c§)5 63 1 1 quarterly dividend to 70 cents a share from
Armeo ine weE | 8.13 -3 000 0000.0  ess  e1a 7143 NCRCOD OTCHAL 527 TF 7037 2 6 14,50 13.887738 0 65 cents a share The dividend is payable to
Berkley W R Corp oTc 34.50 7.0 14 4 0.24 O 7 34.88 32.00 o289 t khold f d fM h 13 198
Berkshire Hathaway Inc Oel OTC 3340.000 1 193 7 O 00 0.0 3360 00 3060 00 =0 . ore boos_13 88 08 2o 56.50 20.25 5101 stockholders of recora as o arc
CIGNA Cor NYSE 66.50 1 1 10 5 2.80 4 = 66.50 65.75 1,138 1 Northwestern Natl Life Ins

P Ohlo Cas Corp otc 450006 149 168 3 7 45.00 44.25 1118
Old R Intl C oTc 29.50 -4 1 123 078 26 30.88 29.50 178 9 . .
CNA Finl Corp (CNA) NYSE 60.88 -0 6 15 1 00000 z;zz Z:;i Zziz Orlon ggpréorporp NYSE 28.00 14 OO0 076 27 28.13 27.63 185 5 Com blned | nternatlonal
General Re Corp NYSE 68.38 56 250 10015 : ore 1875 14 121 O70 3.7 18.75 18.25 734
ITT (Hartford Group) NYSE 65.255 7 185 1 00 1 5 65 25~ 67.13 3,338 4 Protective Corp
Sears Roebuck & Co (Allstate) NYSE 52 88 3 7 14 6 2 00 3 53.00 51 25 4,832 5 e 58.1% 1313108430 28632813 182 Combined International Corp reported
Transamerica Corp (Occidental) NYSE 34 88 -0 7 98 176 50 35.38 34.88 893 2 Provident Lite & AccINsCO  orc  sss0 05 155 176 33 53.50 52.50 1,419.1 1986 operating income of $184 2 million, up
7 SAFECO Cory oTCc 5900 -21 122 170 29 60.50 58.75 367 1 . A
CONGLOMERATES/HOLDING COS AVERAGE so o= scor U S::er ore 1450 18 260 OO0 OO 14 50+ 14.25 208.0 14 4% from $161 O million in 1985
Selbels Bruce Group Inc orc 17.50 14 0O O8O0 4.6 17.50 17.00 180 Likewise, net income increased to $247 2
nsurers
OTC 24 00-1011.1 092 3 8 24 25 24 00 265 6 up 35 9% from $182 0 in 1985
Aetna Life & Cas Co NYSE 675002109 2. 76 4 1 67 75* 66 00 3 018 3 Sele tive Ins Gro ) Inc ore 4 513 500 1197 P . . -
atesman Gro! SO 0O 00 00S 10 Net premiums written totaled $13 billion
A oo Life Invt Go NYSE 43,00 0 6 14 0 132 3 1 43134275 1L TokoMane aFieimco 6 730000820047 02 7a007s00 = "
e Foriage Life Invt GO NYSE 2290955 9123 134275 1% Torohmark Corp NYSE 3263-111201203732753175 1147 1 up 26 8% from $1 02 billion in 1985
American Intl Group Inc NYSE 77.756 3 5 22 2 0 25 0 3 7775 7475 1.627 5 Travelers Corp Combined International's insurance bro-
Aneco Relns Ltd otc 3.004 3 0.0 O 0O O O 3.00 2.88 461 T'e"W'Ck Gro‘”’ '"° ore 1700 291308  ©.00 9.0 lresT.oo rose

kerage division, which includes Rollins Bur-
31.50 29.25 65

BUSineSs Mens Assum CO'Atner UTC'$1'2578 00 110 3537007312593 3 United States Fid & Gty QQM§,E54)6 3@ %@1)24% 2458 54.47.0046. 00;22,0366 6 dlek Hunter €, the natlon'S SeVenthilargest

er, repo d revenues o
Combined Intl Corp NYSE 57 00 -15 103 224 39 58.38 57.00 3737 Uslife Corp 20 1% from 1985 This division had an

s s Washington Natl C 1 2 O, 3é:ga 3é§o az 9 . . . -
Continental Gorp NYSE 527514 14626045 53635213  7soz  Wasaingion Nat Sorp OTT 2275 -82'17.4°6 80°3.5 8 50 22°75 582,7 operating income in 1986 of $25 8 million up
Crown Llife Ins Co OTC 340.00 -1.4 11.7 6.40 1 9 345.00 340 OO ©o 16 2% from 1985 Commission and fees at
Durham Corp oTe 4325 -06 14.5 136 3.1 “43.50 4300 e INSURANCE COMPANIES AVERAGE 137 24a
Farmers Group Inc oTc 49.00 -0.5 15,9 1 20 2 4 49.00 47.00 1,091.3

Rollins Burdick Hunter increased 20 3% for

the year
System design Altman Information Systems



Efficient. Effective.
Every bit Swiss.

o
01
Efficient. Effective. Expertly designed to do it all. And unrivaled financial stability
Inthat same Swiss tradition, ourversatile insurance Come to Zurich-American Insurance Companies
programs are well organized and well planned. for sound business insurance advice. Vast technical

Expertly designed to protect every facet of your  experise. And the financial strength to protect your
business. enterprise.

Wedo itwith tough-minded Swiss professionalism. You'll find we speak plain English. But if you listen
Open-minded American ingenuity closely, you'll hear our Swiss accent on efficiency

Zurich-American
American Creativitp Swiss Dependability
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Zurich Insurance Company * American Guaraitee and Liability Insurance Company « Schaumburg, IL 60196
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