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Firms can cut retiree
health benefits: Court

By JUDY GREENWALD

NEW YORK-Employers can terminate health care benefits for
retirees without violating any federal common law, according to a
federal appeals court ruling.

In overturning a September 1984 U.S. District Court ruling against
White Farm Equipment Co., a three-judge panel of the 6th U.S. Cir-
cuit Court of Appeals in Cincinnati said the Employee Retirement
Income Security Act does not allow a federal judge to fashion com-
mon law providing for the mandatory vesting of retiree health ben-
efits.

Congress, not the courts, should decide whether mandatory vest-
ing of retiree health benefits is appropriate, the panel ruled April 21.

However, the panel returned the case to a lower court to deter-
mine if White Farm's benefit communications clearly stated that the
company had the right to terminate the health plan and what im-
pact, if any, other events stemming from the bankruptcy proceed-
ings have on the case.

Employee benefit consultants welcome the appellate court ruling,
saying it permits employers to amend their health benefit plans for
retirees. The previous ruling, if upheld, would have severely limited
employers' ability to change or drop their retiree health care bene-
fits.

"I think this is really good news for employers," said Anna Rappa-
port, a principal with consultant William M. Mercer-Meidinger Inc.
in Chicago.

Now employers can consider making changes in their retiree
health care plans, she said. "Employers shouldn't assume without
looking there's nothing they can do" about their retiree health bene-
fits. But, she added, employers should be "super careful" in how they
communicate retiree health plans.

The case stems from the September 1980 bankruptcy filing by
White Farm, a subsidiary of White Motor Corp., which also filed for
bankruptcy at the same time.

Continued on page 35

update

TPF&C and Tillinghast
to merge operations July 1
NEW YORK-Second-largest ben-

efit consultant Towers, Perrin, For-
ster & Crosby is acquiring Tillinghast,
Nelson & Warren Inc., the largest risk
management consultant, Business In-
surance has learned.

The independently owned com-
panies will merge their operations as
of July 1, with Tillinghast's 75 princi-
pals joining about 280 TPF&C princi-
pals.

Continued on next page

Court limits duty to defend
under former CGL policies

By STEPHEN TARNOFF

Travelers will not have

to pay approximately
$100 million for defense

costs that have piled up
in 7,600 cases.

PHILADELPHIA-In a major setback for policy-
holders and excess insurers, a federal appellate court
says a primary insurer's duty to defend an asbestos pro-
ducer under pre-1966 policies ends with the exhaustion
of policy limits.

The 3rd U.S. Circuit Court of Appeals ruled that
Travelers Indemnity Co. did not have a continuing
duty to defend asbestos defendant Pittsburgh Corning
Corp. after the limits on pre-1966 policies-$4 million-
were exhausted by indemnity payments.

The three-judge panel, interpret-
ing Pennsylvania law, ruled that 1
Travelers could terminate its pay-
ment of defense costs even in the

middle of defending asbestos
claims, as long as it has made an
orderly withdrawal from Pitts-
burgh Corning's defense.

The April 29 decision is a serious
blow to policyholders who have
contended-and found support in
some court decisions-that a pri-
mary insurer's duty to defend is continuing beyond ex-
haustion of primary limits in pre-1966 policies.

In 1966, the insurance industry redrafted the stan-
dard comprehensive general liability policy to specifi-
cally end an insurer's duty to defend at the exhaustion
of policy limits by indemnity payments.

As a result of the appellate court's decision, attorneys
for Travelers say the insurer will not have to pay ap-
proximately $100 million for defense costs that have
piled up in 7,600 cases that were pending when Travel-
ers stopped defending Pittsburgh Corning in 1981.

Pittsburgh Corning's excess insurers will have to pay

the $100 million and cover future defense costs, much
of which will come out of Pittsburgh Corning's limits of
excess coverage, insurance attorneys say. Many of
Pittsburgh Corning's excess policies include defense
costs within policy limits.

Ironically, Travelers is also an excess insurer of
Pittsburgh Corning, but the insurer is denying liability
under those policies.

Pittsburgh Corning has the option of filing for a re-
hearing with the entire appellate court and, if that peti-
tion is denied, seeking review by the U.S. Supreme
Court.

James Restivo, outside counsel
for Pittsburgh Corning in the case,
declined to comment on the deci-
sion.

Some attorneys for insurers con-
tend that the decision is as impor-
tant as the 1981 landmark decision
in Keene Corp. us. Insurance Co. Of
North America, which established
broad coverage for defendants in

- asbestos litigation (BI, Oct. 12,
1981).

They say it is likely to be persuasive in other juris-
dictions, especially in cases involving long-latent
claims such as asbestos, DES and hazardous waste,
where coverage under pre-1966 policies is at issue.

However, attorneys for policyholders, although not
happy with the decision, say the effect will not be that
significant. They contend that the ultimate impact will
depend upon the language in the particular policies at
issue. They also point out that the 3rd Circuit decision is
binding only in Pennsylvania and that contrary inter-
pretations of state law by either the U.S. Supreme

Continued on page 4

Tort reform on the ballot in California
By ROBERT A. FINLAYSON

LOS ANGELES-The television screen dims. It's the

dead of night and two men in protective clothing are
pumping ominous-looking goo from a truck into a ri-
verbed.

"I don't feel good about this," says a man in a business
suit, watching the dumping. But another man in a busi-
ness suit replies, "Don't worry, it makes sense to dump
the stuff here in California. Even if we're caught, it
won't cost us much." An announcer breaks in: "Vote no
on Position 51."

"»UMge channels.
Three beer-drinking teen-agers are throwing a late-

night party on a closed city road. One of the young men
staggers off into the bushes. He leans forward and slips
over a 15-foot embankment and is severely injured.

"Merely because they own the land, San Francisco
taxpayers end up paying a quarter of a million dollars
in damages," says an announcer. "The outrageous deep
pocket law allows this to happen. Vote yes on (Proposi-
tion) 51."

Tort reform is on the ballot in California, and coali-
tions on both sides of the issue are spending millions of
dollars in a rough-and-tumble battle to win the hearts
and minds of the state's electorate.

When California voters g6 to the polls June 3, it will

Publicly held brokers post
profit for first quarter of'86

Page 3

be the public's first chance to formally voice an opinion
in the highly charged debate over civil justice reform.
The outcome of this campaign could have a major im-
pact on tort reform efforts nationwide.

California voters will decide whether to approve
Proposition 51, a ballot initiative that would eliminate
the application of joint and several liability to pain and
suffering awards in third-party liability lawsuits.

The proposition would not alter the way the contro-
versial legal doctrine applies to economic damages, per-
mitting plaintiffs to continue to recover up to alltheir
medical payments and lost wages from defendants who
were only partially liable for the injury.

A major election victory would give businesses and
local governments-and their insurers-a measure of
relief in California courtrooms. And, it would give the
proponents of tort reform a powerful tool that could be
used to persuade state legislatures and even the U.S.
Congress that the public wants the legal system
changed.

But defeat would be a significant blow to judicial re-
form campaigns that are now being waged nationwide,
signaling to legislators that the public does not support
the business community's contention that the U.S. legal
system is unfair and must be changed.

"I have to conclude that our tort reform efforts in

Continued on page 10
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update Five men indicted for fraud

TPF&C, Tillinghast to merge linked to Kenilworth collapse
Continued jTom previous page

Officials of both firms declined comment
By DOUGLAS McLEOD Schact, chief deputy director of the Illinois Insurp

Plans are for New York-based TPF&C to absorb Tillinghast's Department
benefits practice and operate under the TPF&C name while the CHICAGO-Five men involved with the 1982 col- Claims filed against Kenilworth that for various
Tillinghast name will be used by the risk management consulting, lapse of Kenilworth Insurance Co -including con- sons are not covered by state guarantee funds amb....
life actuarial and casualty actuarial practices

New York-based TPF&( is the second-largest consultant special-
vic:ed insurance con man Jack V Goepfert-are facing to $23 million, Mr Schact said

izing in employee benefits, with $180 million of $250 million in gross
fraud charges stemming from the insurer's demise An Illinois Insurance Department report released in

revenues related to employee benefit consulting (BI, Dec 23, 1985)
A federal grand Jury last week indicted Mr Goepfert December 1982 charged that Kenilworth had been bled

It generated only $750,000 from risk management consulting
and four others on charges that they defrauded Kenil- into insolvency by a loosely connected group of agents
worth by diverting premiums or by arranging kick- and reinsurance intermediaries who funneled large

Atlanta, Ga -based Tillinghast is the largest consultant specializ-
ing in risk management consulting, with $98 million of its $543

backs of commissions retained by one of Kenilworth's volumes of high risk business through Kenilworth

million in gross revenues from risk management consulting (BI,
California producers while stripping off excessive brokerage commissions

Chester Mitchell Jr, former president of Kenil- (BI, Dec 6,1982)
March 17) Its benefits consulting division generated $15 million in worth, also is charged with bribing Robert Rasmussen, Some of the illegal acts alleged in last week's indict-
revenues former manager of the Illinois Automobile Insurance ment were previously outlined in the Illinois depart-

MIG offers to debtholders
Plan, in exchange for preferential treatment in the ment's 1982 report
plan's assignment of auto risks to Kenilworth The 23-count indictment alleges three broad schemes

Along with Mr Goepfert and Mr Mitchell, the in- to defraud Kenilworth
LOS ANGELES-Mission Insurance Group debtholders who dictment names The first scheme-in which Messrs Mitchell, Patter-

tried to place MIG into bankruptcy last January are now dropping • Wdlard W Hayne, former owner and president of son, Cosentino and Goepfert are charged-involved the
that action per an agreement that will also reduce American Finan-
cial Corp 's ultimate holdings in MIG

Essex Insurance Brokers Inc , a San Diego agency that alleged concealment of the sale of Kenilworth shares to

The agreement extends two options to all MIG debtholders
produced business for Kenilworth the latter three defendants and the alleged conceal-

The California Insurance Department revoked Mr ment of a managing general agency agreement with
The bondholders, who are owed interest payments by MIG, can

exchange their oustanding debt for MIG common stock and for the
Hayne's licenses in 1984 after Mr. Hayne admitted re- ROBCO Worldwide Facilities, a Chicago agency owned

right to purchase a pro-rata share of $50 million in preferred stock
sponsibility for premium trust account shortages at by Mr Patterson
Essex and two related companies totaling $1 2 million Mr Cosentino agreed in 1981 to buy a block of Kenil-

of Mission American Insurance Co Those who exercise that right • Robert Patterson, a Chicago agent who produced worth stock for $250,000, paying $50,000 of the total as
would also receive an undetermined amount of MIG common stock

business for Kenilworth "earnest money" on execution of the purchase agree-
MIG would have the option to pay the interest owed in cash or
common stock

• Joseph Cosentino Sr, another Chicago agent for ment, according to the indictment

Under the second option, debtholders would be paid the pres-
Kenilworth Mr Mitchell and Mr. Cosentino-knowing that the

ently outstanding interest in cash and MIG could pay future interest
rhe five men are scheduled to be arraigned this Illinois department, which must approve such stock

week in U S District Court for the Northern District of transfers, would "scrutinize" a purchase by Mr Cosen-
in cash or common stock, at its option They would also receive a Illinois in Chicago, according to Assistant U S Attorney tino-concealed it by executing a second agreement
pro-rata share of 7-year warrants for MIG common stock

Regardless of which option the debtholders select, AFC's possible
Joseph Duffy naming Mr Mitchell as the purchaser, the indictment

holding in MIG will decline to a maximum of 60% from a current
None of the defendants could be reached for com- alleges

possible ownership of 92% AFC now controls 49 9% of MIG
ment Mr Mitchell and Mr Goepfert used $200,000 in Ken-

The agreement is expected to boost Mission American's capital by
Kenilworth was ordered hquidated by a Cook ilworth premiums to fund the balance due on the stock

$75 million, bringing its capital and surplus to more than $250 mil- County circuit court Judge in April 1982. purchase and concealed their use of the premiums from

lion, said MIG general counsel Lawrence G Becker
To date, insurance guarantee funds in seven states Illinois regulators, the indictment charges

The agreement, which the parties hope to seal by Sept 30, needs
including Illinois have paid claims of $10 6 million on The $200,000 was transferred to the two men by

the approval of the Securities & Exchange Commission and holders
Kentlworth policies and have set up reserves of $23 BFG Toomey & Associates, a now-defunct London-

of at least 80% of MIG's 11%% notes due 1993 and 9% sinking fund
million for unpaid claims, according to James W. Continued on page 37

debentures due 2002

It is also conditioned upon final approval of a long-awaited rein- Latest tax bill
surance agreement that will spare Mission Insurance Co from hqui-
dation (BI, Feb 17 and March 10) That agreement, tentatively ap- Policyholders, MGA sue
proved by Los Angeles Superior Court March 6, is expected to be palatable, say
presented to the court for final approval by July Comstock for cancellation

benefit experts
Indiana to liquidate Allied By ROBERT A. FINLAYSON

INDIANAPOLIS-The Indiana Insurance Department has filed a By DAVE LENCKUS
petition to hquidate Allied Fidelity Insurance Co.

LOS ANGELES-Several policyholders and a former man-

The petition, filed April 28 m Marion County Circuit Court in
aging general agent are suing Comstock Insurance Co for at- Employee benefit experts aren't
tempting to cancel the pohcyholders' 1tability coverage mid- happy with the employee benefit cuts

Indianapolis, says the insurer is insolvent by about $22 million, ac-
cording to Insurance Commissioner Harry Eakin

term contained in the tax bill reported out of

Allied Fidelity had been ordered into rehabilitation in March, Mr
The outcome of the lawsuit could establish how much clout the Senate Finance Committee last week,

Eakin said The major reason for the insolvency was an estimated
the California Department of Insurance has to back up its pol- but they say "it could have been worse "

$117 million shortfall in Allied Fidelity's reserves, which total
icy of opposing midterm policy cancellations by commercial The proposed Senate legislation is more

about $17 million, Mr Eakin explained
insurers. palatable than previous

Meanwhile, the Texas State Board of Insurance plans to ask a
The suit, filed in Los Angeles Superior Court March 26, was Senate proposals or the

brought against Los Angeles-based Comstock by Factory In- tax bill the House al-
state court on May 15 for a temporary injunction against Texas Fire
& Casualty Co, a Dallas-based Allied Fidelity subsidiary placed

surance Service, which acted as an MGA for the insurer on a ready has passed, em-
program that provided liability coverage to members of the ployee benefit experts

under the department's control in April, according to Gail Allan,
manager of legal services for the board's liquidation division

Independent Garage Owners and Tire Dealers associations. say

Several owners of automotive service firms that purchased In addition to the

Ruling exposes tobacco firms
liability coverage from Comstock through Factory also are employee benefit cuts,
plaintiffs

1

the Senate bill would

BOSTON-Liggett & Myers Tobacco Co is appealing a recent de-
The plaintiffs sought and received a temporary restraining impose new taxes on

order against Comstock on March 26 from Judge Jack M. property/casualty in- f.
cision by a federal Judge that says warnings on cigarette packages Newman The order prevents Comstock from canceling any surers that would gen- Sen. Packwood
don't protect tobacco companies from suits contending they failed to
adequately warn consumers that cigarettes are dangerous to their

policies issued by the insurer through Factory until a May 16 erate approximately

health court hearing. $61 billion in additional taxes over the
Comstock, a subsidiary of Los Angeles-based Fremont Gen- next five years Those provisions would

Judge A David Mazzone denied a request for dismissal by Liggett eral Corp, stopped writing new and renewal insurance poll-
& Myers in a suit brought by the family of a Newton, Mass., resident

require insurers to discount loss reserves

who died in 1980 after 23 years of smoking.
cies for most lines of business in September 1985. However, and include a portion of their unearned
the insurer announced at that time that it would not cancel premium reserves in their taxable income

The suit, seeking $3 million in damages, alleges Liggett was negli- any policies, allowing them to expire (BI, Sept 2). over the next several years.
gent m failing to adequately warn about the harmful effects of
smoking.

After Comstock began in January canceling the Factory-is- Most significant among the emee
sued policies midterm, the insurance department asked the benefit provisions, the bill proposeash-

Judge Mazzone's decision comes shortly after a decision by the Continued on page 38 ing the maximum annual salary deferral
3rd U S Circuit Court of Appeals in another tobacco case that said Continued on page 38
smokers are barred from bringing lawsuits based on claims that the
warning on packages is inadequate (BI. April 14).
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Directory deadlines approaching

Deadlines are rapidly approaching for returning If you have not yet received a questionnaire, please

Ask a benefit manager 23 Ticker 39
questionnaires to be listed in two Bumness Insurance request one immediately by calling 312-649-5279

Books & ideas 24 Vol 20, No 19-Business Insur-
directories The 15th annual directory of agents and brokers will

Classifieds 36 ance (ISSN 0007-6864) is published
The deadline to be hsted in the first employee benefit be published in the June 23 issue of Business Insurance

Comings&goings: industry 33 weekly at 740 Rush St, Chicago,
information systems directory is May 15 The deadline In addition to the directory, BI will also rank the 100

Datebook 18 Ill 60611 Second-class postage is
to be listed m the 15th annual agent/broker profiles largest U S -based agents and brokers, and the largest
issue is May 19. 20 will be profiled The 20 largest brokers worldwide

Insurance services guide 38 paid at Chicago, Ill, and at addi-
Legal briefs

The directory of software providers specializing in also will be ranked and profiled
24 tional mailing offices Postmaster

Letters
employee benefit information systems will be pub- Commercial agents and brokers that wish to be listed

8 Send address changes to Business
London line

lished in the May 26 issue, which also will Include a must complete and return a questionnaire supplied by
26 Insurance, Circulation Depart-

Markets
directory of providers of software for computerized Business Insurance

15 ment, 965 E Jefferson Ave, De-

Opinions 8 troit, Mich, 48207, 313-446-1611
employee benefits communications programs If you have not yet received a questionnaire, you

If your company provides software for use by em- may request one by writing Marilou Jones, Directory
Perspectives 23 Copyright 1986 by Crain Commu-
Speaking out

ployee benefit managers or for use in communicating Editor, Business Insurance, 740 N Rush St, Chicago,
23 nications Inc benefits to employees, we want to include you in this Ill.,60611, or by calling 312-649-5279

directory. There is no charge to be listed in either directory .
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Brokers celebrate profitable first quarter
By LINDA J. COUINS 1st quarter 1986 broker results experience," said John F McCaffrey, chairman and chief ex-

The publicly held brokers' revenues and profits continue to (In thousands of dollars) ecutive officer of Frank B Hall & Co Inc in Briarcliff Manor,
climb, and for once all members of the brokerage fraternity Gross

)N Y
% Net %

have reason to celebrate Broker revenues change income change William F Poe, chairman of Poe & Associates Inc in
For the first time in several years, none of the brokers Marsh & McLennan $444,200 37.9% $65,100 49.7% Tampa, Fla, added that rate increases are beginning to taper

first-quarter earnings reports were marred by extraordinary Alexander & Alexander 249,800 18.7 off somewhat for certain hnes of business "On the liability
losses due to discontinued brokerage, underwriting and non- 22,100 67.4

Frank B. Hall & Co. side, clients still will have large, but tapering, increases On
insurance operations or unauthorized bond trading 116,110 13.2 9,101 353.5* other types of business, rates are tapering off now," Mr Poe

At the same time, the companies are posting double- and Corroon & Black Corp. 80,681 30.6 10,210 114.7* explained
Crump Cos. Inc.even triple-digit revenue and earnings gains as a result of 28,111 38.7 3,187 61.5 Sidney A Stewart Jr, chairman and chief executive officer

new business growth and continued rate increases Arthur J. Gallagher 24,541 26.9 3,705 18.6 of The Crump Cos Inc in Memphis, Tenn, noted that when
Analysts and brokers don't expect the happy days to end Emett & Chandler 13,663 30.5 1,039 42.7 capacity again grows, brokers can place additional business to

anytime soon Poe & Associates 8,213 34.9 1,197 130.6 fill out gaps m existing coverage and to increase clients'
44

After talking to brokerage management and other ana- limits
'lst quarter 1985 results include extraordinary loss Chart Holly Segulne. Amy Palmer

lysts, I'm expecting rate increases at least through the end of "Then our growth will begin to come more from filling out
1987," said John E Keefe, securities analyst with Drexel Bros in New York "I'm very bullish on the whole group " existing accounts and writing coverages that were unavail-
Burnham Lambert Inc m New York able before than from rate increases," he explainedMichael J Cloherty, vp of finance for Arthur J Gallagher It will be tough, however, for the brokers in the future to"Although there are some pockets of capacity opening up- & Co Inc in Rolling Meadows, Ill, pomted out that some match their banner first-quarter resultsnew captives being formed-and some legislative relief, by clients are going bare because of the tight market, which aids First-quarter gross revenues at Marsh & MeLennan "Cosand large there is still need for higher premiums and a tighter brokers like Gallagher that provide services for self-insurers Inc, the world's largest brokerage, Jumped 37.9% to $444.2market," he added

"Much of our business coming in today is service and ser- million from $3222 million in the first quarter of 1985 NetLeonard M Wilson, special limited partner with L F vice only There is a move to self-insurance, higher deduct- incomejumped 49 7% to $65 1 million from $43 5 millionRothschild, Unterberg & Towbin in New York, agreed 144.

ibles or going without some excess levels of coverage," he In addition, M&M last month split its stock 2-for-1 and in-think rate hikes will continue this year and next year as well said.
to a smaller extent I expect that new business momentum creased its quarterly dividend.

Other brokers say that market conditions have Improved "Overall, it was a very strong quarter with very positivewill also continue for the brokers, but will diminish some- somewhat over 1985, but they don't expect that to hurt their results in all of our operations-insurance brokerage, reinsur-what as capacity improves " growth
ance brokerage, employee benefits consulting, investment"I expect these kinds of results throughout the year," re- "We're fairly confident that companies are actually back to management and group associates There was strength frommarked Samuel J Weinhoff, first vp with Shearson Lehman underwriting now They are giving debits or credits based on

Continued on page 39

Top 20 reinsurers Most employers will retain
expect turnaround defined benefit plans: Study

after disappointing '85 By JAMES M. BURCKE

More than 70% of surveyed employers offer defined Preferred types
By JUDY GREENWALD benefit pension plans to their salaried employees, even of retirement plans

though more than half of the employers concede that aOfficials at the largest U.S reinsurers say they anticipate im- defined contribution plan would be a better choice-forproved underwriting results this year, following an almost three- both employer and employee
51% m Employee preference

point deterioration in their companies' aggregate combined ratio  (as judged by employers)
during 1985 However, most of the employers surveyed by benefit

consultant A S Hansen Inc say their defined benefit 39%
The 20 largest U S reinsurers posted a 128 6% combined ratio for Employer preference

plans are working well and do not Intend to terminate1985, according to a Reinsurance Assn. of America survey, compared
with a 1259% combined ratio in 1984 (see chart, page 34) them or make major changes other than those required 2896

by regulation or law
However, the U S reinsurance industry as a whole finished 1985

//2 25%

"In general, most defined benefit pension plans ap-with vastly improved underwriting results The Industry posted a pear to be working quite well," the survey says "They1214% combined ratio in 1985, compared with a 1282% ratio for
1984 are well-funded, and the funds are performing at least

up to the expectations of the plan sponsorsThe worsening underwriting results among the large reinsurers
did not shock company officials "Employers seemed pleased with these programs and

appear to have no intentions of altering them signifi- Defined Defined"I don't think there were any surprises in the results," commented IMP or Cash

cantly or terminating them . Where changes are contribution benefitEdward J Jamison Jr, chairman and president of the Buffalo Rein- cash bonus

surance Co in Woodland Hills, Calif., the 14th-largest U.S rein- planned, they will be to improve benefits first for ac- plan plan balance

surer tive employees and secondly for retirees " plan

He added that 1986 will be a better year, although precisely how The Hansen study, entitled "Defined Benefit Plans
and Retirement Practices," is the second lS a series ofmuch better will depend on how much each reinsurer feels it must Source A S Hansen Inc survey Chart Amy Palmer

strengthen loss reserves. six surveys on employee benefit plans, practices and
policies The first survey in the series, which examinedSeveral large reinsurers that reported higher combined ratios in

1985 attributed the deterioration to reserve strengthening. health care benefits, was released earlier this year (BI, defined contribution plans would be the most popularFeb 17)
The top 20 reinsurers posted a 89 7% loss ratio and a 38 9% expense type of retirement plan with their employees. Another

ratio, while the industry as a whole reported a 92.8% loss ratio with To compile its latest survey, Hansen sent out 1,150 25% said Independent account pension plans, also
only a 28 6% expense ratio questionnaires in February Some 808 employers re- known as cash-balance pension plans, would be mostsponded by mid-March, for a response rate of 70 3%One reason the expense ratio for the top 20 reinsurers was more popular with employees, while only 20% said tradi-
than 10 points higher than for the industry overall lS that the large According to the survey, employers contend that not tional defined benefit plans would be the most popular
companies include a number of reinsurers active in the facultative only would defined contribution plans be more popular Sixteen percent said workers would rather have a

with employees than defined benefit plans, but that de- year-end cash bonus than some type of employer-spon-market, which is "more people- and paper-intensive," explains Wil- fined contribution plans also would be best for the em- sored retirement planham D Warren, chairman and president of National Reinsurance ployer (see chart)
Corp. in Stamford, Conn Furthermore, 51% of plan sponsors felt defined con-Thirty-nine percent of the surveyed employers saidNet reinsurance premiums written for the top 20 reinsurers in- Continued on page 28
creased 42% to $7 1 billion, while net premiums for all companies
surveyed increased 34% to $10 1 billion

Both the top 20 reinsurers and the entire industry reported in- Kennedy bill extends health benefitscreases of more than 27% m aggregate policyholder surplus
The top 20's surplus increased 27.7% to $38 bilhon, giving those By DAVE LENCKUS under the billcompanies an aggregate premium-to-surplus ratio of about 1.9-to-1,

compared with 1 7-to-1 in 1984. Under the budget reconciliation act, an employer is
The industry reported a 27 3% increase in policyholder surplus to WASHINGTON-Noting that the number of Ameri- required to offer health benefits to a terminated em-

$53 billion, which also resulted in a 1985 premium-to-surplus ratio cans without health coverage has Jumped 43% in five ployee for 18 months following the employee's dis-
of 1 9-to-1, vs a 1 8-to-1 ratio in 1984. years, Sens Edward Kennedy, D-Mass., and David missal, but the employee must pay 102% of the cost of

According to the survey, 16% of the net reinsurance assumed by Durenberger, R-Minn, are sponsoring legislation to the coverage
the industry was facultative and 84% was treaty, compared with 11% further extend employer health benefits to laid-off em- • Require all states to form pools to write health in-
facultative and 89% treaty in 1984

ployees
surance coverage for people unable to obtain coverage

However, the RAA noted in its report that a few reinsurers known Terminated workers already are guaranteed ex- through other sources Commercial insurers, self-insur-
to write a substantial amount of facultative business did not com- tended health care benefits under provisions of the re- ers and Blue Cross/Blue Shield plans would be re-
plete this portion of the survey. cently enacted budget reconciliation bill that go into quired to participate in the pools

effect July 1 (BI, April 14, March 10)Of the treaty reinsurance assumed in 1985, 54% was property, 27% • Allow the owner of an unincorporated small busi-The new legislation, introduced May 1, wouldwas casualty and 19% was other lines, including fidelity, surety and ness to write off as a business expense 50% of his or her
aviation In 1984, the breakdown was 48% property, 29% casualty and • Require that an employer extend health benefits own health insurance costs, as long as the business's
23% other. to a laid-off employee for four months following the employees are offered the same benefits

Of the facultative reinsurance assumed last year, 28% was prop- employee's dismissal The employer and employee In addition, this provision requires that the secretary
erty, 69% was casualty and 3% was other lines. That compares with would continue to pay the same share of premium costs of health and human services conduct demonstrationsthey paid before the layoff
39% property, 54% casualty and 7% other lines in 1984. on how small businesses can minimize their health in-

In addition, 66 organizations responding to the survey noted they In addition, the employer would have to offer health surance costs
care benefits to the former employee for another 18paid $533 million in net losses resulting from Hurricane Elena, • Require each state to establish a mechanism to fi-

which hit the Gulf Coast last September. Sixty-five organizations months following the four-month period, but the for- nance charity and unreimbursed care provided by hos-
mer employee would have to pay 100% of the premium pitals.reported $52 6 million in net losses from Humcane Gloria, which cost during this period Sens Kennedy and Durenberger each introduced aContinued on page 34 Employees who are terminated for cause would not version of the bill

- be eligible for the four-month extension of benefits Continued on page 7
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Duty to defend
Continued from page 1
Court or Pennsylvania Supreme
Court would negate the ruling.

In the meantime, asbesms pro-
ducers that have signed the Wel-
lington Agreement, which settled
coverage disputes and establishes
an asbestos claims facility, have ne-
gotiated broader defense coverage.

The issue of who will pay the
enormous cost of defense ccverage
is of crucial significance for policy-
holders and insurers in asbestos

and other toxic tort litigation.
According to a 1983 study by the

Rand Corp., of Sl billion spent in
the previous decade on asbestos liti-
gation, 60% went to defense costs
and only 24% to injured claimants
(BI, Aug. 1, 1983).

In the 7,600 cases at issue in the

Pittsburgh Corning case, Travelers
estimated it would have had to pay
$100 million in defense costs de-
spite having written primary limits
of only $8 million between 1962

and 1970. Now, its total costs
amount tc more than $9 million in

indemnity payments and more
than $7 million in defense costs
under the primary liability policies
and premises-operatior.s coverage.

The court's decision on the duty
to defend arises out of disputes be-
tween Pittsburgh Corning, Travel-
ers and Commercial Union Insur-

ance Co. over coverage for thou-
sands of asbestos lawsuits filed

against Pittsburgh Corning.
Pittsburgh Corning began manu-

facturing and selling a high-tem-
perature asbestos-containing pipe
insulation product called "Uni-
bestos" in 1962. It discontinued the

product before July 1, 1972.
Travelers provided Pittsburgh

Corning with primary comprehen-
sive general liability coverage of $1
million per year from July 1, 1962,
until July i, 1970. CU wrote $74
million in first-layer umbrella ex-
cess coverage between 1959 and
1970.

Travelers also wrote $60 million

in excess coverage over several
years above CU, which it is now
contending should not respond to
asbestos losses.

Until 1981, Travelers defended
asbestos claims on behalf of Pitts-

burgh Corning.
In May 1981, CU filed suit against

Pittsburgh Corning, Travelers and
other primary insurers on various
coverage issues, including the duty
to defend. A month later. Travelers

notified Pittsburgh Corning and
CU that it had exhausted its $8 mil-
lion limits and would no longer de-
fend any claims, includir.g the 7,600
that were pending.

With no defense forthcoming
from Travelers or CU, Pittsburgh
Corning filed a mot:on for sum-
mary judgment with the U.S. Dis-
trict Court in Philadelphia as part
of CU's litigation.

The manufacturer asked the

courz to rule that Travelers had a

continuing duty to defend asbestos
claims despite exhauszion of the
primary limits for policy years

1962-1966 and also under a 1976

agreement involving asbestos
claims.

In a December 1981 opinion, U.S.
District Judge James Giles ruled
that under the pre-1966 policies,
Travelers had a continuing duty to
defend Pittsburgh Corning for as-
bestos claims even though the
limits of the Eolicies were ex-
hausted.

However, under an agreement
between Travelers and CU, CU

began defending the 7,600 pending
lawsuits, plus additional suits filed
ater that date. CU now says its $74
million in limits have been ex-

hausted.

Pittsburgh Corning, as a member
of the Asbestos Claims Facility, is
now receiving defense coverage
under the terms of that agreement.

In May 1985, Judge Giles clari-
fied his original decision, ruling
that Travelers' continuing duty to
defend on pre-1966 policies ex-
tended only to the 7,600 cases pend-
ing at the time its limits were ex-

Call today fora brochure: (305) 593-1881

OATA
CORPORATION

8685 NW 53rd Terrace

Miami, Florida 33166

hausted (BI, May 27, 1985).
Travelers and Pittsburgh Cor-

ninging subsequently appealed this
decision to the 3rd Circuit.

The main issue concerned the in-

terpretation of the language of the
pre-1966 policies that promised to
indemnify Pittsburgh Corning for
all liability due to personal injury
up to the policy limit, and also,
"with respect to such insurance as
is afforded by this policy, to. . .de-
fend any suit against the insured."

Judge Giles had ruled that the
language was ambiguous since it
could mean either the duty to de-
fend ceases when the duty to in-
demnify ends, or that the insurer
must defend "any suit" which
might give rise to the type of liabil-
ity to which the policy is directed.

As evidence of ambiguity, Judge
Giles cited the insurance industry's
redrafting of the standard CGL
policy in 1966 to specifically end in-
surers' duty to defend at the ex-
haustion of policy limits, and to
Travelers internal memoranda in-

dicating that pre-1966 policies
could be interpreted to require a
continuing duty.

Since under Pennsylvania law
ambiguities are construed in favor
of coverage, the district court held
in favor of Pittsburgh Corning.

In its decision, however, the

court of appeals relied on a previ-
ous 3rd Circuit asbestos coverage
decision, AC&S Inc. us. Aetna Cas-

ualty & Surety Co., and found that
the language was not ambiguous
(BI, June 24, 1985).

In the AC&S case, the court in-

terpreted the phrase "with respect
to such insurance as is afforded" to

mean that if at the outset of a par-
ticular action it is shown that the

insurer cannot possibly be liable for
indemnification because policy
limits have been exhausted, then

the policy language does not impose
a duty to defend that action under
Pennsylvania law.

The court noted, however, that

the AC&S decision left open the
issue of whether an insurer could

terminate its defense of a claim in

midcourse.

"But the rationale of that case,

and of other cases construing Penn-
sylvania insurance law, persuades
us that the answer to that question
can only be yes," the court said.

"The principle that. . .the insurer
is not bound to defend where it

cannot be bound to indemnify ap-
plies regardless of when the duty to
indemnify comes to an end," the
court said.

The court added that interpret-
ing the policy in this manner leads
to the most reasonable allocation of

defense responsibilities.
An insurer obligated to pay for

both defense and indemnification

costs has an incentive to minimize

its total liability and thus total costs
arising from a claim, the court said.

However, severing the duty to
defend from the duty to indemnify
creates a serious conflict of interest

with one insurer wishing to mini-
mize litigation costs and the other
intent on litigating even margin-
ally contestable claims, the court
added.

In addition, the court said that
neither the Travelers internal

memoranda nor the 1966 CGL re-

drafting of the policy created an
ambiguity on the duty to defend.

4'.. -These documents indicate at

most that some Travelers employ-
ees, writing many years after the
policies were drafted and issued,
thought them ambiguous," the
court said.

"The documents are not contem-

poraneous evidence of Travelers'
intent. .. .In our view, they do not,
as a matter of Pennsylvania law,
support the view that the language
of these policies is ambiguous."

Rewriting the policy in 1966 to
include language that insurers are
not liable to defend claims "after

the applicable limit of the com-
pany's liability has been exhausted
by payment of judgments or settle-

Continued on page 6
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living longer than everbefore.

The bad news is, manyolder Ameri-
cans are not financially prepared for a
longer life.

Due to advancements in public health,
manypeople now live into their 80's
or even 90's. But as theylive longer,
many face theprospect ofnee(ling long
term medical assistance such as nursing
home care.

These needs can quicklydeplete a
lifetime's savings. Governmentprograms
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Duty to defend
Continued from page 4
ments" did not implicitly acknowl-
edge a continuing duty to defend
on pre-1966 policies, the court
added.

"We think that this amendment

merely makes even more explicit
the extent of insurers' obligation in
the context of its contractual duty
to defend," the court said.

"We conclude, therefore, that the
pre-1966 Travelers policies do not
oblige Travelers to assume the costs
of defending actions against its in-
sured after its duty to indemnify
has terminated by the payment of
judgments or settlements and it has
made an orderly withdrawal from
the insured's defense," the court
added.

Finally, the court found that the
1976 Intercompany Agreement
among Pittsburgh Corning's pri-
mary insurers in which Travelers
agreed to defend to conclusion all
asbestos-related claims pending as
of Jan. 1, 1979, did not impose a
continuing duty to defend those
cases.

James Killelea, counsel for Trav-

elers, said the insurer is "very gra-
tified" by the decision, "We really
feel those subsequent costs ought
not to be the responsibility of the
primary carrier," he said.

Mr. Killelea also said that there is

now a "controlling precedent" on
the issue in the 3rd Circuit, which
includes major litigation states of
Pennsylvania and New jersey.

It also could be persuasive in
other jurisdictions and may have a
particular impact in California,
where Lancaster, Pa.-based Arm-
strong World Industries Inc. is liti-
gating with its insurers over the
duty to defend, among other issues,

There is the possibility Pennsyl-
vania law will be applied in that
case, Mr. Killelea said.

Another attorney representing
Travelers said the decision was

"extremely important."
"It's as important as any insur-

ance case that's come down in the

last five years," said Barry R. Os-
trager, with the New York firm of
Simpson, Thatcher & Bartlett.

"It vindicates a position Travel-
ers has long felt was the appropri-
ate position with respect to these
policies," he said.

Attorneys for policyholders,
meanwhile, acknowledged the de-
cision was a setback, but they
downplayed its potential impact.

They contended that the individ-
ual insured and the type of policies
involved will determine the deci-

sion's effect.

"The decision is significant," said
Peter J. Kalis, a partner with the
Pittsburgh firm of Kirkpatrick &
Lockhart, who represents policy-
holders in coverage litigation, in-
cluding asbestos defendant H.K.
Porter Co. Inc.

"From a polieyholder standpoint,
I believe it is unfortunate and does

not accurately portray Pennsylva-
nia law," he said.

Mr. Kalis emphasized that the
3rd Circuit is predicting how the
Pennsylvania Supreme Court
would interpret state law and that
state courts, which have not
directly addressed the issue, are not
likely to agree.

"The final page on the continu-
ing duty to defend has not been
read yet," Mr. Kalis said.

Some attorneys suggested that
linking defense costs to indemnity
limits leaves open the possibility
that an insurer might seek to avoid
defense obligations in mass tort
cases by settling enough claims to
exhaust its policy limits. That
would cut off its duty to defend and
control its ultimate defense costs.

An attorney for PPG Industries
Inc., a 50% owner of Pittsburgh
Corning, noted there could be some
merit in that argument. "There is
an obvious economic incentive
under the 3rd Circuit decision to

have primary coverage consumed
quickly," said David Armstrong

with the Pittsburgh firm of Dickie,
McCamey & Chileote. But, he em-
phasized that he does not believe
insurers act in bad faith.

PPG has a substantial interest .n

the litigation since most. poliejes in
issue name both PPG and Pitzs-

burgh Corning and to the extent
Pittsburgh Corning uses coverage
for costs of asbestos litigation.
PPG's coverage is depleted.

There are other case:, however

in which the potential impact of
the decision might not be that sig-
nificant, attorneys for policyhoid-
ers pointed out.

For example, scme policies con-
tain language that reqLires the in-
surer to cover defense costs for

pending cases even after the limits
have been exhaussed, cne attorney
said.

Also, some policies may not be
subject to aggregate limits for cer-
tain coverages, which means that
neither indemnity limits ncr de-
fense coverage would ever be ex-
hausted by multip.e claims. .

Court overturns school class action
By STEPHEN TARNOFF

PH]LADELPHIA-A federal appeals court has
overtirned a decision creating a nationwide mandatory
class action for public and private schools that are suing
asbestos producers fcr punitive damages. The suits in-
volve costs associated with asbestos removal

The 3rd U.S. Circu_t Court of Appeals on May 1 over-
turned a U.S. District Court decisic,n that a.ithorized a

mandatory class action for punitive damages in the
school diszrict property damage suits (BI, Oc:. 8, 1984),

However, the appellate court decision affirmed :hat
p)rtion of the district court opinion permitting a volun-
tary class action for compensatory damages in which
school districts could "opt-out" and bring separate suits.

The appellate ccurt said the district court "abused its
discretion" in authorizing the mandatory Ilass action
for punitive damages because "neither the record nor
the court's findings are adequate to suppors the proce-
dure.. . The district court made no factual findings at
all as to the potential amount and scope of punitive
damages."

In addision, the court said a "critical flaw" in the dis-
trict court's analysis is that the certified class action

does not include all property damage claimants and
leaves out municipalities' and homeowners' claims.

On the issue of a voluntary class action for compen-
satory damages, the appellate court said while it may be
difficult to manage, it should not interfere with the dis-
trict court's effort. "We acknowledge that our reluc-
tance to vacate the. .certification is influenced by the
highly unusual nature of asbestos litigation."

"The district court has demonstrated a willingness to
attempt to cope with an unprecedented situation in a
somewhat novel fashion, and we do not wish to fore-
close an approach that might offer some possibility 01
improvement over the methods employed to date."

"We're very pleased with the decision," said Herbert
Newberg, an attorney for school districts in the litiga-
tion. "It will create maximum access for public and pri-
vate schools to obtain relief nationwide."

Mr. Newberg added that the decision should remove
all obstacles to proceeding to discovery and trial if the
lawsuit is not resolved before then.

An attorney for Lake Asbestos of Quebec Ltd., which
opposed certification of voluntary and mandatory class
actions, said companies are considering whether to pe-
tition for rehearing or seek Supreme Court review. .
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The entire four-point program is included
in Sen. Durenberger's bill, S. 2403, which
went to the Senate Finance Committee. Sen.

Durenberger is the chairman of that panel's
health subcommittee.

Sen. Kennedy's bill, S. 2402, is before the
Senate Labor Committee, of which Sen.
Kennedy is the ranking minority member. S.
2402 would not grant tax deductions for
small-business owners, though it includes the
provision authorizing study of small-business
health costs.

In the House, the bill, H.R. 4742, was spon-
sored by Fortney Stark, D-Calif., and Willis
Gradison, R-Ohio., and is before the Ways
and Means Committee.

A spokesman for Sen. Kennedy, citing
Congressional Budget Office statistics, said
the bill's provisions would provide 10 million
uninsured Americans with health care cover-

age within a year after enactment.
Currently, more than 37 million Ameri-

cans do not have health coverage, compared
with 26 million uninsured Americans in 1980,
said the spokesman, citing figures from the

CBO and the Health Care Financing Admin-
istration, part of the Department of Health
and Human Services.

The spokesman also said extending health
care benefits to a laid-off employee for four
months will cost an employer an average of
0.07% of payroll, according to CBO project-
ions.

Insurance industry observers are divided
over the merits of the legislation's provisions.

The Washington-based Health Insurance
Assn. of America supports the measure, par-
ticularly the provision that would require
states to form pools for uninsured people.

The provision "corrects an error caused by
Congress" when it passed the Employee Re-
tirement Income Security Act of 1974, which
exempted self-insurers from participating in
risk pools, explained Jim Dorsch, Washing-
ton counsel for the HIAA.

"This guarantees that the private industry
provides insurance for people under 65
rather than the federal government provid-
ing it as the insurer of last resort," Mr.
Dorsch said. "So, we see this as enlightened
self-interest."

Mr. Dorsch also noted that the provision
requiring states to establish health insurance

pools mirrors a measure introduced last year
in the House and Senate. Both bills, H.R. 1770
and S. 1372, still are pending.

Willis Goldbeck, president of the Washing-
ton Business Group on Health, said the
WBGH supports the bill, but added that the
bill also may serve as a "perverse incentive"
for some middle- and small-sized companies
to drop their health benefit programs.

"I certainly think the senators are correct
in that there is a very significant and grow-
ing problem in this country that Americans
are being left out," Mr. Goldbeck noted. He
called the provision that would give the
small-business owners a tax deduction for

their own health care insurance costs "excel-

lent" and "long-overdue."
Mr. Goldbeck also noted that a require-

ment that employers extend health care ben-
efits to laid-off employees for four months is
consistent with a position the WBGH took
two years ago when a similar bill was intro-
duced. He said the provision will affect
small- to middle-sized companies rather than
large companies, since large companies gen-
erally "are the ones with extended benefits."

However, Mr. Goldbeck said that employ-
ers should be allowed to charge laid-off
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workers 102% of the premium, rather than
100%, for the additional 18 months of cover-
age, noting that the budget reconciliation bill
allows employers to charge 102% of premium
for extended coverage to cover their admin-
istrative costs.

And Mr. Goldbeck noted that the bill could

have some negative effects.
"I think the real risk is that as more of

these mandates are piled on, more companies
are going to drop their benefits," he said.

"What is the clear incentive for middle-

and small-size companies? The incentive is
for them to drop their plans," he said, adding
that "the biggest problem in this country is
companies that provide no benefits."

David Klein, staff attorney in the legal and
information services department of consul-
tant A.S. Hansen Inc. of Deerfield, Ill., sup-
ports most of the bill's provisions, but calls
the four-month extension of benefits to em-

ployees "too far-reaching."
Mr. Klein would prefer to evaluate

whether terminated employees will purchase
extended health coverage under the provi-
sions of the budget reconciliation act before
requiring employers to provide the four-
month extension. .

Equitable sued
over property
used as dump

The Labor Department is suing
the Equitable Life Assurance So-
ciety of the United States for
breach of fiduciary duty in allow-
ing an Alabama property owned by
the Teamsters' Central States

Southeast & Southwest Areas

Health & Welfare & Pension Funds
to be used for hazardous-waste fa-

cilities.

New York-based Equitable also
is involved in a dispute with the
Central States fund in Chicago
over the use of a New Jersey prop-
erty for handling hazardous waste.

Both the Alabama property in-
volved in the Labor Department
suit and the New Jersey property
were managed by Equitable on be-
half of the Teamsters fund, when
the insurer was the fund's fiduci-

ary.
Officials of the Teamsters and

the Labor Department separately
contend that Equitable placed the
nearly $6 billion pension fund in
jeopardy, exposing it to potential li-
ability for damage and cleanup of
the hazardous wastes.

In the Alabama dispute, Labor
Secretary William E. Brock filed
suit April 25 in U.S. District Court
in Washington, D.C., charging Eq-
uitable "breached its fiduciary obli-
gations" under the Employee Re-
tirement Income Security Act.

The suit claims Equitable permit-
ted Chemical Waste Management
Inc., a unit of Waste Management
Inc., both of Oak Brook, Ill., to sub-
lease part of the Central States
property as a facility for hazardous
wastes.

The Labor Department cites Eq-
uitable in the suit for allowing the
sublease without first conducting
appropriate inspections and analy-
ses.

In New jersey, representatives of
the Teamsters fund are negotiating
with Equitable about the responsi-
bility for removing 10,000 gallons
of waste oil contained in 12 storage
tanks on 235 acres of property sold
in 1983.

George W. Lehr, Central States'
executive director, said the fund

has preserved its option to sue Eq-
uitable, while continuing to negoti-
ate with the firm.

An Equitable representative de-
clined to comment on either dis-

pute.
Roger C. Siske, partner with the

Chicago law firm of Sonnenschein,
Carlin, Nath & Rosenthal, who is

not involved in the cases, suggested
the disputes demonstrate how pen-
sion funds might become vulner-
able to liability claims if they own
real assets, even though their hold-
ings might be managed and occu-
pied by other firms. .
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opinions

Making an informed decision
ITH THE VOTE ON Proposition 51 less than amonth away, we hope the debate over this im-
portant referendum extends beyond the 30-second tele-
vision commercials now being aired.

Already, both sides are billing the June 3 results as
the public's response to the entire issue of tort reform
and not just repealing the application of joint and sev-
eral liability to awards for pain and suffering. And, the

impact of the voters' choice could extend far beyond
California (see story, page 1).

While we are encouraged by any discussion of tort

reform issues, we would like to see more focused de-

bate on the specific reform addressed by Proposition
51. There's plenty to explain to the public for voters to
make an informed decision.

Voters need to understand how joint and several lia-
bility is applied in damage awards-that a defendant

can be forced to pay damages far exceeding his respon-
sibility for the damages if one or more other defen-
dants can't afford to pay their fair shares.

And, the voters need to understand the difference

between economic damages, which are awarded for
such monetary losses as medical costs and lost wages,
and damages for pain and suffering, which are
awarded in an effort to compensate someone for physi-
cal and emotional anguish.

Only after a voter understands these differences can
he or she rationally decide if he or she believes it is
appropriate to apply joint and several liability to pain
and suffering awards.

The television commercials aired to date in Califor-

nia by those supporting and opposing Proposition 51
are too emotionally charged to accomplish this educa-
tion. Now that both sides are getting the attention of

the voters with these catchy commercials, there's no

time to waste in presenting more information.

letters

Both advocates and opponents of Proposition 51 have
formed speakers bureaus to provide interested groups
with commentators on the referendum. We urge mem-
bers of the chapters of the Risk & Insurance Manage-
ment Society, chambers of commerce and civic groups
in California to organize meetings at which the public
can hear both sides present their opinions.

Employers, individually or as groups, also should

consider sponsoring meetings for employees.
Insurance companies that operate in California also

could do much more to contribute to informed debate

besides helping fund the drive to pass Proposition 51.
Insurers should compile and release sound statistics on
awards for pain and suffering handed down in Califor-
nia and how often those awards are paid by defendants
out of proportion with their fault.

More important, insurers should attempt to quantify
the impact of the joint and several exposure for pain
and suffering awards on settlement negotiations. This
may be difficult, but we believe it also could be very
convincing because we suspect that settlements are in-

creased substantially by this exposure.
We, of course, hope that informed voters would see

the injustice in joint and several liability, especially as
it is applied to pain and suffering awards, and vote for
Proposition 51. But, at the very least, we hope to see a
well informed electorate make their decisions based on

facts, not rhetoric.

For further information on securing speakers on
Proposition 51, contact:

• Advocates: Taxpayers for Fair Responsibility,
2049 Century Park East, Suite 415, Los Angeles, Calif.
90067; 213-284-8918.

• Opponents: Citizens Against Proposition 51, 1436
LaCienaga Blvd., Suite 10011, Los Angeles, Calif.

90035; 213-855-0394.

Defense trial lawyers support changes in tort system
To the editor: Your editorial, "Wanted:

Hard Facts" (BI, April 8), asking the in-
surance industry to support calls for tort
reform with facts and analysis is both
sound and highly relevant. What had
been the parochial concern of a few has
now become the focus of a major public
debate and we should all heed both the

responsibility and the opportunity of in-
forming that debate.

Along these same lines, there is a mis-
apprehension that needs correction. So
often in discussion, including, for exam-
ple, a letter on the same page as your edi-
torial, it is stated or assumed that all trial

lawyers are opposed to tort reform. That

is not correct. Defense trial lawyers have
long called for corrections to the abuses
and imbalances of the present tort law,
long before the public became aroused
and long before the insurance industry
championed the cause.

Defense trial lawyers through the De-
fense Research Institute and other na-

tional defense lawyers organizations have
formed the National Coalition for Litiga-
tion Cost Containment to seek responsible
tort reform on the state level. The fact

that a number of major corporations, in-
surers and insurance trade associations

have joined the National Coalition under-
lines the great potential defense trial law-

yers have for constructive influence in
this area.

To consign all trial lawyers to the cate-
gory of the opponents on tort reform is to
obscure an important fact. There are re-
sponsible lawyers who have direct knowl-
edge of and professional involvement in
the present tort system and who not only
see the necessity of tort reform but are
working for it. The defense trial bar wel-
comes all those who seek restoration of

reason and balance to tort litigation.
Louis B. Potter

Executive Director

Defense Research & Trial Lawyers Assn.
Chicago

Liability insurance crisis caused by 'greed, ignorance and apathy'
To the editor: We are bombarded with

articles, speeches, seminars and rhetoric
on the reason for the current liability in-
surance crisis.

The insurance industry argues that the
litigious attitude of the American public,
along with a tort system that allows re-
covery of excessive awards, is responsible
for the record-breaking loss ratios posted
by most insurance companies over the
past several years. The insurance industry
argues it must increase premiums, in
some cases by fantastic percentages, to
offset future payouts in expected losses.

On the other side, lawyers and con-

Business Insurance welcomes let-

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

Business Insurance, 740 N. Rush St.,
Chicago, Ill. 60611.

sumer activists, groups and individuals
facing steep increases in premiums point
the finger of blame at the insurance com-
panies. These advocates say that cutthroat
marketing and selling practices at a time
when the insurance industry thought it
could offset losses with investment in-

come on money collected at premium
rates well below recommended under-

writing standards caused "the crunch."
These same groups also allege the indus-
try is misrepresenting the severity of its
losses by use of "accounting tricks."

With all the finger-pointing, accusa-
tions and counter-accusations, the aver-

age person doesn't know who is at fault
for sudden premium increases for busi-
nesses, municipalities, recreational facili-
ties, etc., for which the consumer ulti-

mately will pay.
I can sum up the reasons for this phe-

nomenon with three words: "greed, igno-
ranee and apathy."

The American people have allowed
themselves, private industry and their
government institutions to operate in an
atmosphere where the amount of profit to

be made is far more important than the
quality of service and products produced.

There is also a disturbing attitude that
if anything bad, unfortunate or inconve-
nient befalls an individual, it must be the

result of some action or inaction by some-
one else and this someone else must pav
in monetary compensation. This attitude
allows a tort system to flourish where sue-
cess in litigation is not measured by justice
and equity, but by the size of the award.

Ignorance and apathy, both in the in-
surance industry and in state insurance
regulatory agencies, allows practices such
as cutthroat pricing and discount under-
writing to make a buck today without
considering the consequences tomorrow.

As long as the American people allow
greed to dictate the quality of justice in
the present tort system and fail to demand
better service, quality and professional-
ism from the insurance industry, we can
expect the present liability insurance cri-
sis to be repeated over and over again.

Dennis R. McDonald

Claims Manager
Andover, Mass.
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THE LTD
PUZZLE

j I

The Unionmutual Solution
The puzzle is this: How can you put together exactly the right

Long Term Disability coverage to best meet the individual needs
of your clients?

With Unionmutual, the solution is simple. Unionmutual can
provide you with broad LID coverage-the kind of coverage with
enough building-block options to meet the diverse needs of all
your clients, even the most demanding. That just may be why
over twenty-three thousand employers choose Unionmutual to
provide quality UD coverage fortheir two million plus employees.
And why we've been Number One in LID for over nine years.*

We're anticipating the need in LID. . .
16 put any puzzle together, you need to have all the right

pieces. At Unionmutual, we have those pieces. And we know
how to put them together to meet each of your client's needs.

Take Unionmutual's Long Term /ncome Protection. This
comprehensive and innovative plan can protect higher-income
professionals against income loss due to a disability that limits
their performance in their own occupation. And it never forces
an employee to work at another occupation.

Our Lifesty/e Protectionm LID offers employers and their
employees more flexibility to meet their individual needs than
any other LID product. it allows employees to select the LID
coverage most appropriate for their income-protection needs.

Unionmutual also offers Large Case protection. Protection
with a variety of funding methods, to fit the special needs of
companies with over a thousand lives.

. . . and your need for outstanding sales support
and client service.

There's no better tool to help you solve your LID puzzle than
up-to-date knowledge. That's why Unionmutual Sales Repre-

sentatives keep up-to-the-minute on market trends, legislation,
and new products. They're always ready to answer your questions
and provide you with fast, accurate information.

Unionmutual Client Representatives have the extensive
product knowledge to offer the advice you need, as well as the
service your clients expect. And to ensure that service is always
close at hand, every Unionmutual Employee Benefits Office has
its own staff of Client Representatives.

What's more, to help disabled employees who want to return
to work, we've implemented a comprehensive Rehabilitation
Program as a standard part of our LID coverage. And we've pro-
vided our regionally located Certified Rehabilitation Counselors
with the highest level of training in the entire industry.

Find out how Unionmutual's LID products and services can
meet the current needs of your clients, adapt to meet their future
needs, and provide you with a sales advantage you can put to
work every day. Contact your Unionmutual Representative today.
And solve your LID punle, once and for all.

* Employee Benefit Plan Review, April 1985

Unionmutual
The I commitment to excellenceT

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

at

*l
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Proposition 51 Major political figures in the Gilden Slate The ocmplexity of the iSSUe is an-ther im- Both sides have harshly criticized the
also are squaring off over the init.ative, with For.ant 5:ctor, he saic, e>.plainirs that the other's media campaigns

Continued from page 1 officials such as Gov George [eu.Kmejler. EubIl2 will almost alwags stick v tr the sta- "Their ads are Just outright falsehoods,"

California will be picked up in o-Jier states," and Los Angeles Council Preside* Pat Rus- tis.uowhenitcan'tmake sense )f an issue charged Richard A Wiebe, regional director
said Gene Livingston, a partner with the Sac- sell supporting it, while Attirney Genera. *s highly legalistic," said Mr D Camillo of public affairs for the Alliance of American
ramento-based law firrr of L.,ingston & John Van de Kamp and Los Angeles Mayor '-The public usually leaves these kinds of Insurers, a member of the steering committee
Mattesich and a spokesman for the Assn for Tom Bradley oppose it issues to the legislature " of Taxpayers for Fair Responsibility

California Tort Reform, wn.ch helped get Basically, Taxpayers for Fair Responsibil- "She thing that is true on propp-tion races "They're trying to target the insurance in-
Proposition 51 on the ballet (see related tty is arguing that Joint and several liability s that three out of four of theIr. are voted dustry as the bad guys and the behind-the-
story) unfairly allows courts to make cne defencant dow n," Mr. DiCamillc said "I- s easier to scenes supporters for this whole thing," Mr

"Certainly, the decisions made by the Cali- in a tort action pay for all pain and suffering vote no then to vote a new law in ' Wiebe said

fornia courts in the past, exianding theories damages even when the defendant was or.1, B.,t :he pollster no:es that television can
.Taxpayers for Fair Responsibility will tell

of tort liability, have been follcwed by a sub- minimally at fault Passage of Propcsition 51 have a tremeidous impact on the cutcome of you that the insurance industry has contri-
stantial number of other stases I wculd hope would save cities, counties and taxpayers an initiative campaign buted less than 20% of the campaign costs so

that California's Influence wculd extend to millions of dollars and help s:abilize the "On proposition elections, we' 4 3 seen re- far, and our participation will probably re-
tort reform matters as well," Mr Livingston property/casualty insurance makket, the ec Jersal: of a huge rr agnitude. especially main at that level." he said
said alition contends where tie issues had low saliency to the pub- Campaign treasurer John H Hodgson II

One California trial lawyer #ho asked not However, the coalition does nit offer any .ic. that is, they haven't really heard or says the insurance industry's contribution to
to be identified, put it more bluntly statistics regarding how much n pain and formed an opinion or the issue pior to the the campaign likely will total 17% to 18% of

"If this thing is passed m California,• the suffering has been paid under the dectrine 03 jampa.gn itself," he s:11 total estimated contributions of $6 million

messagewillgostraight to Washington,DC., Jointand several liability However, unlike most propo: tion cam- Most of the funding is from the business

and that could mean God knows what kind But Citizens Against Proposition 51 sees pa.dns in which only ine side has the money and professional community, Mr Hodgson
of changes in our civil Justice system," he the initiative as a major eros on of the rights to 3ui telei ision air time, both sides are said, noting that doctors as a group may con-
said of plaintiffs seeking to recover damages for sper.ding money on tne Propos tion 51 cam- tribute as much as 30% of the total funding

Just two weeks ago, tie Reagan adminis- pain and suffering in tort cases They sal paign. Mr D.Cam1110 -tcted Businesses that have been hit with high in-

tration proposed a bill to establ.sn a uniform Proposition 51 will not save ta>.payers a dime So the puilic will be exposed to both side's surance premiums want to support the effort,
federal product liability -aw. :rd Congress is nor will it bring down the cost of .nsurance arguments That beirg the case, it would be says Mr Wiebe

'4They are paying the bills

considering a variety of othr tort reform or increase its availability pery cifficult for me tc predict what the ef- for the abuses and excesses of the civil Justice
measures (BI, May 5) Political observers say they expect bon fect willbe Youjust e:n t foresee C' he said system It's only logical that they bear the

In this highly charged political atmo- sides to spend as much as $1) million getting The Field Institute Q ill Conicat another burden for trying to correct the problem," he
sphere, the supporters and opponents of their message across to the Ca-:forn.a elector- pcll on the issue this month, anc those results said
Proposition 51 are doing battle ate, mostly through televisio-1 advertising should reflect the impan on the p.lblic of the Further, Mr Wiebe maintains that the

Supporters of the initiative, who call them- But the public, at least inn.a.ly, has been lat2St te-evision advenising, Mr DiCamillo contention presented in the televison ads
selves "Taxpayers for Fair Re:ponsibility," disinterested mtheissue oftort -eform, udg- said sponsored by Citizens Against Proposition 51,

include a broad-based c3alt-ion of large and mg from an early poll of Call'ornia voters Botn sides in the battle over Proposition 51 that passage of the initiative would encour-
small businesses, utilities, 1-surance com- conducted by the Field Insti:ute, ar. indegen- seem fully aware of selevistor's .nfluential age toxic polluters to dump chemicals in the
panies, business and government trade asso- dent research group that has surveyed publ.c pomer Already, the proponenu of Proposi- state, is "utterly false "
clations, and city and count> gcveriments opinion in California since 1347 tion 51 nave spent nearly $2 million on TV He said Proposition 51 would require de-

Richard Dyer, risk maiager for tne This poll, conducted in Marth before Pro- anc rad-o a.r time, wit-e the tri-zative's op- fendants in tort actions to be held liable for
Lawrence Livermore Natior.:1 Laboratory in osition 51 TV ads began appearing, ford por.ents have laid ou: a little nore than $1 all pain and suffering damages they are
Livermore, Calif, said botn the Los Angeles that only about 28% of registered voters had I Llicn found to have caused, including damages
and the Golden Gate chapters of the Risk & heard of the ballot initiative Rhile 72% had And both sides say they are planning major caused by toxic pollution In addition, the
Insurance Management Society Inc support not media blitzes over the next th-fe weeks in polluter could be held liable for all economic
Proposition 51 Of the 28% who had heard cf Proposition K iat cbserzers are predicting willbe a vigor- damages connected with the pollution, even

"From an insurance consimer's point of 51, 13% said they supported 11, 3% opposec it 0-s mecia f.ght to the firish if caused by others

view, we feel that this is real 3 very much in and 12% said they were undecided Argimerts for and against :he initiative Mr Wiebe noted that Taxpayers for Fair

order, that it'S a return to ec Lity in the sys- Mark DiCamillo, a pollster with the Field ar€ well known in risk managzment and in- Responsibility filed a complaint with the Cal-
tem," he said Institute, said the public seems to view Prep- surarce industry cireles, but tra,slating them ifornia Fair Political Practices Committee

The opposition is princip:117 enampioned osition 51 as a battle between local gcvern- into 30-second tele .nsion spots has proved charging that the sponsorship identification
by the 5,400-member Cal.fo-nia Trial Law- ments and the insurance industry vs the tr El difficul. Much of the :elevisi}n advertising of the television ads opposing Proposition 51
yers Assn, but includes a hos. of environ- lawyers As a result, he douots,here will be a dready aired is based on simplist12 slogans or is not in accordance with state campaign
mental and victims groups large voter turnout emotional appeals Continued on page 12

STRUCTURED SETTLEMENT.
BECAUSE SOMETIMES THE

BEST DEFENSE ISA
GOOD OFFENSE

4

1 .,
/

I RE-TRIAL CONFERENCE
, 1 t

Even though the hability is questionable, the
verdict potential is high. On average, Jury ver-
dicts run four times higher than pre-verdict

7
settlements But you know it's not a sure win
for the plaintiff

I.- ,- - TAKING THE LEAD So you seize the initia-
4

tive With the help of a consultant from The
--

Structured Settlements Company you assemble
a structure which meets all the claimant's needs·

14,-- Up-front cash, monthly payments, future lump
1 . sums for college and other f6reseeable costs-

there's even a separate structured settlement to
pay the attorney's fees.

A WIN-WIN OFFER. Plaintiffs counsel eyes
the total payout from the Structured Settlement
It's impressive. Then he calculates the time, the

I/

risk, to try the case Momentum toward a settle-
ment begins

Len Beiser, or another of our consultants who
can help the defense put up a good offense, will
be pleased to attend your settlement confer-
ence. As a negotiator on your team At no cost. 1

Call us at the telephone number most convenient Br you THE
Ins Angeles 213/642-1999 / 800/421-2022 STRUCfURED

St. Petersburg 813/823-2666 / 800/237-6361
Offices in Bos:on . Chmago • Cinsinnatz • Dallas • Lmsas Cf) •

Ins Angeles o New York • San FranmGO • St. Petersbwg COMPANY



Albert L Salvatico
Richard A.Fierstein
Christopher J.Cavallaro
are proud to announce the formation of

RC CONSULTING GROUP, /NC.EXCESS & SURPLUS, INC.

ARC Excess&Surplus,Inc.
ARC Consulting Group,Inc.
specializing in

Directors & Officers Liability
as well as all other

professional liability products.

Please write or call:

RC CONSULTING GROUP, INC.EXCESS & SURPLUS, INC.

114 Old Country Road
Suite LL-2

Mineola, NY 11501

(516) 747-4100
Telex: 4973009 · ARC Ul
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Wrongful Discharge Litigation Reporter 
 The National Journal of Record for Job Termination Lawsuits Alleging Tort and 

Contract Claims Against Employers.

The growing body of law stemming from litigation identified as wrongful discharge or E
 employment-at-will cases is becoming increasingly important to the insurance industry. We are •
 now publishing the definitive journal covering the nation's courts on the subject. Texts of 
 pleadings, rulings and orders plus comprehensive editorial coverage of the evolving issues are 
. published twice a month.

Call or write to receive a sample issue. We are the nation's foremost litigation reporter- .
since 1970.

0 ANDREWS PUBLICATIONS.INC.

P.O. Box 200, Edgemont, PA 19028
800 345-1101 (PA 215 353-2565)

ACME Enterpnses

Proposition 51
Continued from page 10
laws.

The ads are identified as spon-
sored by Citizens Against Proposi-
tion 51, Mr. Wiebe explained. But
they also should include a mention
of CTLA, according to Mr. Wiebe,
because, he said, the trial lawyers
group is substantially backing Citi-
zens Against Proposition 51.

For their part, opponents of Pro-
postion 51 say the complaint was
nothing more than public relations.
And they charge that the TV spots
sponsored by Taxpayers for Fair
Responsibility are false and mis-
leading.

"I think the Prop 51 campaign is
essentially dishonest at its very
core," said Will Glennon, a San
Francisco-based appellant attorney
who serves as spokesman for
CTLA on Proposition 51.

Mr. Glennon said the pro-Propo-
sition 51 camp's TV spots are an at-
tempt to play on the public's mis-

THEPATIENT WASASUCCESS
BUT THE OPERATION DIED.
The businessoperation, thatis.
But itdidn't have to.

The sad fact is, thestaggering costs of medical
care and disability benefits can literallyput a business
outof business.

At CONSERVCO, we don't think that's fair.
That's whyallour efforts are devoted to controlling

these costs through effective medical and disability
management services.

Hospital expenses account for 60% ofall health care
expenditures. Yet, arecent survey disclosed that 90% of
all hospital/provider bills contained errors-errors which
could cost youunnecessary claim dollars.

Our experienced consultants can help youmanage
these medical costs and conserve claim dollars by iden-
tifyingandeliminatingunrelated, undocumented, and
inaccurate charges. Ourmedical bill auditing andutiliza-
tion review services will have a significant impact onyour
bottom line.

The cycle of disability iscostly. Breaking the cyde
withour professional disabilitymanagement services
canhelp return the disabled to gainful employment.

CONSERVCO's medical care coordination, vocational
rehabilitation, and job placement services canassistyou
in effective file resolution and controlofyolirclaim cora

Payment ofunnecessary claim dollars canbe fatal.
Keep yourcompany offthe criticallist.

We'll be gladto show youthe kindof intensive-and
extensive-care that CONSERVCO can provide.

 Contact:
 Catherine D. Johnson NAmp

Vice President

| Marketing Company

CONSERVCO

10004N.DaleN[abryHwy. Arirtreqq
Suite 104

 Tampa,FL33618-4412
 Call collect:

(813)969-0701 Phnnp

Enfervro
CONSTITUTION SERVICE COMPANY

P. S»

trust of lawyers-"you know, these
sneaky, greedy lawyers are out to
pick your pockets."

He said Taxpayers for Fair Re-
sponsibility has been successful at
creating what he describes as a
false impression that California
cities and counties need Proposi-
tion 51 to save them from financial

hardship.
"Prop 51 is really a relief mea-

sure for the professional defen-
dants of California-the California

Manufacturers Assn. members, the

doctors, the dentists-all the people
who do the real harm in personal
injury cases, and all the people who
are looking for a way to save them-
selves some money at the victim's
expense," Mr. Glennon charged.

And, he defended the television

advertisements sponsored by Citi-
zens Against Proposition 51, which
he acknowledges are based on an
emotional appeal, saying that the
issue of joint and several liability is
too complex to explain in a 30-see-
ond commercial.

"To run television ads and say
this is what the doctrine of joint
and several liability is about and
this is the way to change it would
take 20 minutes instead of 30 sec-

onds, and no one would pay atten-
tion to it," he said.

"What we've tried to do, and I

think fairly successfully and with
some integrity, is to fashion our ads
in such a way that they tell an
emotional truth," Mr. Glennon
said.

"Regardless of what happens, I
think the election is not going to
reflect a very well-informed popu-
lace, to say the least," Mr. Glennon
said. •

Prop 51 backers
began as lobbyists

LOS ANGELES-Proposition 51
is largely the brainchild of the
Assn. for California Tort Reform, a
coalition of manufacturers, retail-

ers, utilities, chemical companies,
insurers and local government en-
tities.

The group began lobbying the
California legislature for tort re-
form five years ago, and made sig-
nificant headway in the Senate,
where tort reform measures were

approved in each of the past three
years.

But the association's lobbying ef-
fort fell on deaf ears in the Assem-

bly. The Assembly's Judiciary
Committee bottled up the Senate-
approved tort reform measures, ef-
fectively killing their chance for
passage by the lower body of the
legislature.

Both houses of the Legislature
are controlled by the Democratic
Party.

"There is no question in my mind
that if the Assembly leadership
would back off, that the full As-

sembly would approve significant
tort reform legislation," maintains
Gene Livingston, a partner with
the Sacramento-based law firm of

Livingston & Mattesich and a
spokesman for the association.

Late last year, members of the
tort reform group decided it was
time to take their case directly to
the California electorate, Mr. Li-

vingston said.
After some initial polling of the

public on tort reform issues, he said
the association selected the issue of

joint and several liability as applied
to pain and suffering awards as the
basis for a ballot initiative.

The group then hired campaign
consultant Woodward & McDowell

of Burlingame, Calif., and began
collecting signatures to qualify the
initiative for the June 3 primary
election ballot.

They were able to collect more
than 650,000 signatures in 74 days,
according to Mr. Livingston.

"We hope that the passage of
Proposition 51 will demonstrate to
the leadership of the Assembly that
the public supports some tort re-
form," he said. .
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Can you balance nine
nails on the head of the

standing nail ?
If you can, you know

what we go through to
provide Special Purpose
Insurance and Reinsurance
in a time when the indus-

try's capacity is thin and
some coverages are hard to
place at all.

First State, New Eng-

land Insurance and New

England Re balance
responsiveness to your

\

4/)34 4

Strikinga balance in today's market.

needs with the responsibil-
ity of preserving our own
unshakable dependability
for the future.

It takes imagination,
and practice-like balancing
the nails, as pictured at left.

Cameron and Colby,
60 Batterymarch
Street, Boston,
Massachusetts 4
02110.

Cameron and Colby
Boston, New York, Atlanta, Ch,cat:o, San Francisco, Los Angeles
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Bradley proposes limits on rate increases
By STEVE TARAVELLA from canceling Folicies midterm establish standards for determining This would presLmably include a "public advocate" on rate and

and from not renewing them w th "e>cessive rates " liability coverage for home day availability issues
LOS ANGELES-To ease the less thar 60 days notice Midterm Fc r exarrple. tne mayor main- care centers, taverns, asbestos re- This person could initiate litiga-

woes of California's insurance cancellations and short periods for tains that an insurer's interest in- moval businessess and corporate tion on behalf of consumers related
buyers, Los Angeles Mayor Tom notice of non-renewal are unfair come and civideni payments are directcrs and officers The insur- to any insurance company practices
Bradley is proposing a sweeping, trade practices, rhe ma>or asserts "directly re eva-t' to determining ance department would determine he or she perceives harmful to the
14-point plan that Includes capping • Ihat insurers be reg i red to rate acequacy a-d stould be taken which hnes of coverages would ne- public interest
rate increases at the rise in the con- submit .omprehensive firanc ial into consideratioi #-len reviewing cessitale pozling, Mr Feuer says The insurance department ear-
sumer price index for one year data ti the department beyond rates • That the state strengthen the her this month- did appoint an 11-

The mayor also wants a one-year what is row asked for in the annual • Tnat nsurance companies be conflict of interest 1:w applicable to member consumer advisory board
across-the-board ban on policy can- statemeit so consumers c an see subject to state ant trust laws This the ins.irance commissioner (see related story, page 2)
cellations to take effect immedi- whether underwriters are los.ng could be sccompl ned either by The state s commissioner should • That the department make
ately, forcing insurers to automati- money or making money arrending Caltcrnia's antitrust be proiibitzd from having worked comparative rate information eas-
cally renew policies for one year Chiefly, the mayor seeks line-Dy- law, tte Cartwr iht Set, to encom- for an insurer for one year prior to ily available to consumers by pub-
An exception to the automatic re- line data on both losses vnurred passinsurer conruct, or by rescind- appcintment and for at least three lishing monthly "fact sheets" about
newal could be made if policyhold- and rate increases impcsed, and Ed- inE eert: in :ections of the state m- years after nolding office, the pro- all major lines of insurance
ers exhibit "poor safety records " ditional information on profits surance code (1E6{ 1- 2) that have posal s-ates 'Currently, the commis- • That insurers stop the "absurd

This yearlong freeze would give from nvestments, explains Mi- beer held to supercede that law, sioner is .nly prevented from practice" of territorial rating of
California consumers-both risk chael Feuer, d:rector of research Mr Feuer suggests. working for an insurer while in of- auto insurance, that is, by using ZIP
managers and personal lines insur- and issues for "tie mayor's kiuberna- • That nsurance companies be flee codes instead of a driver's record

ance buyers-some "breathing toria- campaign reqitrec U join pools to provide • That the insurance depart- An exception could be made if in-
space," contends Mayor Bradley • That amendments be made to coverage that is "esecially expen- ment create a salaried ombudsman surers satisfy the department that

The mayor, who has no regula- the insurance code provisions that sive or hard to gst ' position to provide consumers with rating by territory is Justified .

tory authority over insurers, made
these proposals in a speech last
month to the Conference of Cali-

fornia City Clerks He called for '#r:-/: 
the limit on rate increases and the 21.-t Y St .

freeze on cancellations as one of

two short-term and 12 long-term
solutions to the insurance crisis , -2 f 3 -4 9 f #'2   43 1.

fxs' --
¥ ,, St':.3*

The second short-term proposal
3 *rl,

would require California Insurance
Commissioner Bruce Bunner to t

..

hold hearings to determine if past .

4- -24-*'
rate increases were Justified, and
then "roll back" those Judged to be
unjustified

r'k. n %
- 4,0*r. I F f lie d h th:t

.- Z - TY
Mayor Bradley, who lS challeng-

1

ing Gov George Deukmelian in the
upcoming governor's race, charges

-

.

the incumbent Republican's ad- 12

ministration with protecting insur- I Z= L. , C. *4 1.
f

-
4 .10.

ers, not consumers, in the current - 5*42

part of the problem," says the

, . : ' , 1'1

insurance crunch
.

"We think the commissioner lS 1/
mayor's press secretary "They've *5-2 93•*' r itt k ' ..1

had three years and have done LN
nothing " at' CY:, 4. -2 : 2

1,2{
She said, for example, that the ..

department has not yet responded
:ZE

$ .

1.9/4 -4 - F

to a proposal the mayor made re- .Al
..A,

E

cently to impose a six-month mora-
I

torium on rate increases and mid- 94*6844, ; 2 'C
I. t

t *54*,ey>-3 6..3 . · ce

term cancellations
0 0

She acknowledged that the in- 0

surance department did ask insur-
Aft) I · -

02 -*

0 ll
ers to voluntarily halt midterm
cancellations, but says department
officials have not responded to
questions from the mayor's office 0 0

0e

on how effective that request was
000

"We don't know if they're shoot- 000

ing in the dark or if it's had any 00 0 0,00
impact," she said 000

Mr Bunner, however, said in an 0000
0 0,

interview that insurers have com- 0000
00.Q

plied with the department's request 0 0 0 0

to stop midterm cancellations, and 00-0 01
00

that this request is now being codi- 0 0 0'
0 0 0

fied into state law
0 V

He attributed much of Mayor 11 0
COBradley's proposals to a poor un-

derstanding of the industry and
--

said it is "political rhetoric "
The other 12 recommendations

made by Mayor Bradley are long-
term proposals They are

• That California's current open
rating system be replaced with a
file-and-use system, which would
require insurers to file proposed
rate changes with the department

Insurers would then need to JUS-
tify substantial rate increases, and

1>UP

the department could veto those in-
creases deemed unreasonable

• That California prohibit use of
the claims-made commercial gen-

1
eral liability policy form

"We don't think lt protects the
consumer at all," the mayor's
spokeswoman says of the contro-
versial claims-made form The plan
would permit use of the claims-
made form only when "necessary
to ensure a sufficient market"

• That policy limits exclude de- 5.
fense costs, so that insurers are re-

quired to pay the cost of defending
lawsuits against policyholders
without depleting coverage for in-
demnity payments

• That insurers be prevented



UU*ne66 6,66 UJUnCES, 1¥lay 14 1300 1 10

Travelers subsidiary forms TPA network
A new Travelers Corp. subsidi-

ary is providing employee benefits
services through a chain of local
companies.

The Travelers Plan Administra-

tors is marketing health care claims
processing services to employers
with 200 to 3,000 employees. Cur-
rently, five local companies pro-
vide services that include billing,
eligibility screening and statistical
reporting.

The TPA companies that are part
of the network are Third Party
Administrators of Sarasota, Fla.;
the TPA of Pennsylvania in Phila-
delphia; Claims Administration
Services Inc. of Illinois in Palatine;
the TPA of Minnesota in Minneap-
olis; and the TPA of California in
San Francisco.

William R. Horne, president of
the TPA network, said he aims to

66

markets

have nine local companies in the
chain by year-end and expects to
have an office operating in the
southwest by mid-May.

The Palatine and Sarasota offices

were existing operations that
agreed to join the Travelers net-
work. The other three local com-

panies were put in place by the in-
surer, Mr. Horne explained.

"We believe this is the first na-

tional chain of true third-party ad-
ministrator companies," said Mr.
Horne. "It is certainly the first de-
veloped by a major insurer."

"While the TPA is a wholly
owned subsidiary of The Travelers,
each TPA operation is a separate
company and profit center and has

its own management structure," he
added.

Travelers decided to form the

network after spending "quite a lot
of time studying the phenomenon
of TPAs," Mr. Horne said. "Over

the last three to five years, they
have grown and gained market-
share very rapidly" at a time when
employers are working to control
benefit costs.

TPAs are looked upon as being
"very flexible and willing to cus-
tomize" products to fit clients'
needs, Mr. Horne said.

Companies with branches in sev-
eral cities will be able to coordinate

employee benefits administration
easier by using the network, he

added.

"I think you'll see more TPA net-
works in the future," said Mr.
Horne.

TPA purchases
In a leveraged buyout valued at

more than $47 million, a Boston-
based venture capital firm has ac-
quired the health and accident ad-
ministrative services operations of
Employee Benefit Claims Inc. and
four other third-party administra-
ton, as well as the reinsurance op-
erations of two insurance com-

panies.
Summit Ventures did not, how-

ever, acquire the property/casualty
operations of the firms, some of
which feature common ownership.

Employee Benefit Claims is
headquartered in Minneapolis. Its

I,MIKE DEMPSEY;
BELIEVE

IN LIBERTY"
Director-Corporate Risk Management,General Mills.

66Because they're the leader in workers compensation.
Andthat's experience we can count on:'

"in my business conditions change rapidly. So I need an insuranpe company I can
depend on. Liberty Mutual not only has the programs and services year after year,

they also have the financial stability I can count on.
The fact is, the people at Liberty have been the leader in workers compensation since

1936. In some respects, they wrote the book.
Today, they insure well over 100,000 companies, big and small.

And we've been one of them for 12 years.
That's the kind of experience and stability money just can't buy"

AMERICA BELI EVES IN
LIBERTY MUTUAL INSURANCE.

LIBERTY 
MUTUAL. *

Watch "The Statue of Liberty" Monday, October 28 on your local Public Television Station. Funded by Liberty Mutual Insurance Company.

© Liberty Mutual Insurance Group/Boston
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sister company, Employee Benefit
Administration, was not part of the
transaction.

The other administrative-service

companies involved in the acquisi-
tion are Employee Benefit Plans in
Minneapolis; EBP of Oklahoma in
Tulsa; Equitable Benefit Insurance
Services in Walnut Creek, Calif.;
and Equitable Benefit Plans in
Miami.

The insurers acquired by Summit
are Ebbtide Indemnity Ltd. in
Hamilton, Bermuda, and First Se-
curity Insurance Co. in Minneapo-
lis

Richard Dunlap, president of
EBP, serves as chief executive offi-
cer of the group of companies. He
stressed that "no major changes in
management or operating proce-
dures are contemplated."

The move by Summit is part of a
trend toward mergers and acquisi-
tions among TPAs. Some experts
are predicting a shakeout among
the companies that will leave only
a handful of major players in the
marketplace (BI, Jan. 27).

Mr. Dunlap said the acquisition
by Summit gives the companies ac-
cess to substantial capital that can
be used for further expansion and
acquisitions.

"Summit has the experience and
capital base for us to meet the
changing needs of the market-
place," he said.

Last year, Employee Benefit
Claims and Employee Benefit Ad-
ministration together paid claims
for self-insurers of more than

$350,000 and were ranked ninth by
Business Insurance among claims
administrators. The combined op-
eration had more than 2,300 clients
and 91% of the claims it handled

were health-related. The remain-

ing 9% of claims were workers
compensation.

Consulting services
Environmental Strategies Corp.

opened its doors May 1 in Washing-
ton, D.C., offering environmental
consulting services, including risk
assessments, environmental audits
and compliance surveys.

The new firm was launched by
Lynne Miller, Michael Murphy,
Douglas Gladstone and Richard

Continued on nezt page
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Freudinberger, all formerly of Risk
Science International, an environ-

mental consulting unit of broker
Frank B. Hall

Ms. Miller, president of ESC, says
the firm's professional staff has had
extensive experience dealing with
a wide range of environmental risk
management problems

In addition to offering environ-
mental risk assessments and

audits, Ms. Miller says ESC also
will provide environmental as
sessments for companies involved
in mergers and acquisitions and
offer technical support for en
vironmental claims.

Ms. Miller and Mr. Murphy,
ESC's chief executive officer,
launched Risk Science Interna

tional for Frank B. Hall in 1980

RSI was one of the first consulting
firms to offer environmental risk

*ISU, a franchise organization with over 500 offices across
the country, is the smartest way to reach the policyholders
you want wherever they are.

As respected independent insurance agencies with a
cohesive national image, *ISU franchisees are leaders in their
communities. Backed by Merrill Lynch and trained in the
exclusive *ISU/1084 Sales and Marketing System, *ISU agents
have sophisticated sales and marketing techniques ready to
work for you.

Perhaps most importantly, *ISU agents can be your most
effective sales force because they target a pre-screened cus-
tomer base to match your underwriting goals. See how *ISU
can be your "Better Source of Better Business: Call us today.

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

assessments for companies seeking
environment al impairment liabil-
ity insurance.

RSI will re nain in operation but
replacement for the departed staff
members h; ve not yet been se-
lected, the br,ker says.

For more information on ESC's

capabilities, c intact Ms. Miller or Mr.
Murphy at Ei,vironmental Strategies
Corp., 3050 K St, N.W., Washington,
D.C., 20007; 2)2-333-8500.

Archite( t consultants

J.W. Terri.1 Inc., an independent
agency in St. Louis, has formed a
new insurance and loss control di-

vision that offers consulting ser-
vices to architects and engineers.

"Architects and engineers have
experienced staggering increases in
the cost of their professional liabil-
ity coverage over the past year and
cannot obtain the levels of cover-

age they once had," said Cottrell
Fox, executive vp of the firm.

He said Terrill intends to "slow

that trend" by "bringing our exper-
tise in loss control methods and cost

control strategies to what has be-
come a high-risk discipline."

Edward J. Pennington and Nor-
man W. Williams have been named

account executives in the new divi-

sion.

'Partners' covered
Crown Life Insurance Co. will

extend health and dental coverage
to the domestic partners of employ-
ees who are covered under its

group policies.
The coverage is available regard-

less of the sex of the partner, but
the employee must prove to the
company that a relationship exists
between the two individuals.

"As long as the union was
formed for reasons other than

strictly getting insurance, we have
no reason for turning that person
away for dependent coverage,"
explains Herbert Kirschner, bene-
fits analyst at Crown in Alexan-
dria, Va.

Crown charges two premiums
under its group policies, Mr.
Kirschner explains: one for an em-
ployee covering only himself or
herself, and one for employees
whose coverage includes depen-
dents.

An employee with dependent
coverage pays the same premium
regardless of the number of depen-
dents he or she claims.

Since the insurer views an em-

ployee's domestic partner just as it
does any other dependent-hus-
bands, wives and children are con-

sidered dependents-Crown does
not know how many domestic part-
ners currently are covered under
its group policies.

Plumer buyout
Rolling Meadows, Ill.-based

Arthur J. Gallagher & Co. signed a
definitive agreement with Lloyd's
of London broker John Plumer &

Co. Ltd. to acquire all of Plumer's
outstanding capital stock.

Gallagher will exchange shares
of its common stock valued at 17.5

million pounds for the Plumer
stock, pending approval of Plumer
stockholders and the Council of

Lloyd's of London. The U.S. dollar
amount will be figured on an aver-
age of the exchange rate 90 days
prior to the closing. The brokers
anticipate completion of the trans-
action in late August.

Plumer likely will be combined
with Arthur J. Gallagher & Co.
(U.K) Ltd.

New offices
Rocky Mountain Insurance

Brokers has relocated to 1380

Lawrence St., Suite 840, Denver,
Colo., 80204; 303-629-5001. .
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MAY 21-21 Hull and Prozetion & Indemnity MAY 27-30 Reinsurance Contract Writing associate members, $550 for non-members, $95 for
Insirance-ourse in New Jork, sp:,nsored by the seminar m Ossining, New York, sponsored by course materials only Employers C„uncil on
Wo-id Tr4ce Institute, an a tivry if the Por. Au- Robert W Strain Semmaa Inc. $1.295 (includes Flexible Compensation, 1660 L St, Suite 715,
tho-ity )f Mew York and d ew Je-sey; $815.$730 sernmar lodging, -neals ard materials) Robert W Washington, D C 20036. 202-659-4300
for addittoral r.gistrants fom the same org: niza Strain Seminars Lic, Bo< 1000, Wingdale, N Y

MAY 14 The New ISO Commercial General Warren tne, $350 Also June 3 in New Y,rk, June tior Rega rar The Worlc Tirade In"titute One 12594.9 4-832-9384.212-0-5974 JUNE 14 Focus '86 Measuring the Results of

Liability Policies workshop m Plainview, NY, 18 m Chicago Conference Department, Tillingh- Wo-ld Trace Center, 55W, Vew York. NY 10048. Cost Containment Programs confererce m San

sponsored by the Society of Chartered Property ast, Nelson & Warren Inc 722 Pos- Road. Darien. 2 12 466-3173 MAY 23-30 The Role of Business in Health Diego, sponsored by MEDSTAT Systems Inc,

Casualty Underwriters, $125 for members, $140 Conn 06280, 203-655 9791 Cost Containment conference m Palm Beach, $145 C Irwin, MEDSTAT Systems inc, 400 E El-

for non-members Mari Jennings, Society of MAY 22 Harold H Hines J- Memorial Sym- Fl:, sponsored by,he Nat onal Association of Em- senhower Parkway. Ann Arbor, Mich =8104,313-
CPCU, Kahler Hall 720 Providence Road, CB#9, MAY 21 Insurer/Reinsurer Inallvency work- Posium m Chicago spon.ored ty tre Chicago plcyers on Health Care Alternatives. $495 for 996-1180
Malvern, Pa 19355 215-251-2741 shop m Fort Worth, Texas, sponsored ty the So. Chapter of the Risk & Insurance Management So- members, $595 fo- non-msmbers NAECHA. 1134

ciety of Chartered Property Tasuafty Un. cety ard the Insurance School o_ Chicago, f-ee Chamber of Corrmerce Building. 15 S Fifth JUNE 14 New Health Care Systems HMOs
MAY 14 Risk Management of PCBs in Elec- derwriters and the Fort Worth Chapter of CPCU, Ins.,rarce School 01 Chicago, 33 S. Wells St, Street, Minneapolis, Mir nesota 55402, 612-338- and Beyond conference m Minneapchs. spon-
trical Systems seminar in Des Moines, Iowa. $110 for CPCU members. $125 for non-members Sut e 202. Chiego. Ill 6060*.312-427-2520 48:3 sored by the Group Health Assn of Arrerica Inc,

sponsored by Electro-Test Inc, $175, $30 discount Man Jennings, Society of CPCI-, Kahler Hall.
$420 for members, $480 for non-members, $175 for

for cash payments Also May 15 in Minneapohs, Providence Road (CB#9), Malvern Pa 8355,215- MAY 22 Buying Insurance .n a Hard Market MAY 2630 Meeting Yeur Responsibility for members. one day, $200 for non-members. one
May 20 in Long Island, NY, May 21 in Clifton. 251-2741 oirse m itlanta, sponsored by the Ameman Worker Training and R.ght to Know course in day. $185 for students, retirees Group Health
NJ, May 22 in Niagara Falls.NY, May 28 in Ala,agement Assn, $375 lor members, $4'5 for Los Angeles, sporsored br the Institute for Safety Foundation. Group Health Assn of Anierica. 624
Baltimore, May 29 m Harrisburg, W Va Electro- MAY 21 Purchasing Insurance in a Tight nor-members American Manuenen Assn.PO an i Systens Maiageme,t of the Umversity of Ninth SLNW,#700, Washmgton,DC:0001
Test Learning Center, PO Box 159, 3470 Fostoria Market seminar m Los Angeles* sponsored by Box 319, Saranae Lale,NY, 1298S 513-891-0065 Soithern Californ a, $400 Umversity of Southern

Way, San Ramon, Calif 94583, 415-866-8566 Tillinghast. Nelson & Warren Inc, $350 Also Californa, Institwe of S.fety and Systems Man- JUNE 2-3 New Techniques in Analyzing the

June 4 m New York, June 19 m Chicago Confer. MAY 23 The New Commercial General Ilabil- agement, Cifice of Extension and In-Service Pro- Financial Strength of Insurance Companies
MAY 15 Association Captives Answer to the ence Department Tillinghast, Nelson & Warren tty Policies Impact on he Insurance Buyer grams. Los Angeles, Caki 90089-0021, 213-743- seminar m New York, sponsored by Executive
Insurance Crlsts? seminar in Los Angeles. spon- Inc. 722 Post Road, Darien, Conn 06280, 203-655. col rse in 4tlanta. sponscred by the American 6523/6524 Enterprises Inc, $695, $99 50 for meetins, materials
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linghast. Nelson & Warren Inc, 722 Post Road, MAY 21·22 Financial Analysts for Risk Man- 50=319, Saranac Lake, N 6 12983 518.891-COeS America conference m New Orleans, $225 for in New York

Damn Conn 06820, 203-655-9791 agement Decisions program 17 Washington, members, 1375 for non·members. Joyce Harbourt,

sponsored by The College of Insu-ance, $700 plus MAY 23 Elements of a Well-Managed Claim PIAA. Twi Princess Road. Lawrenceville. N J The Datebook is comp:ted from notices sent to
MAY 15 Insurance Orientation Workshoppro- $50 per organization Also Junell-12 in Chicago. senmar tr R= ckport, Mane st»ns,red ty the 08048.619496-2404 Business Insurance Notices should be sent at least

gram m Philadelphia, sponsored by the Insurance July 23-24 in Toronto. Sept 17-11 m >ew York Maine Cooncil of Self-Insurers anc the Maine eight weeks m aduance to Datebook. 8 48*ness In-

Society of Philadelphia, $80 for members, $95 for Laura MeKeon, Professional Develofment Pro- Self-Insu-Ence Guarantee Assn, $10. $20 includ- JUNE 1-3 Flexible Ccmpensation for Non- surance, 740 N Rush St. Chicago, m 6,1611 Bust-
non-members Insurance Society of Philadelphia, grams, The College of Insurance, One Insurance lig lunch An-ee Tara. Mane Coinc l of Self-In- Profit Employers/1986 workshop m Washing- ness Insurance resemes the nght to select meet-
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MAY 15-16 Workers Compensation The Risk
Management Perspective course m Los Angeles, 7% r

sponsored by the Institute of Safety and Systems ' (T "*Ki Ev./4
t 8'

rndN25t Unt,ee,oSoutheSronu,ornia.
Institute of Safety and Systems Management, Of-
fice of Extension and In-Service Programs, Los

1
4.4.+'.

Angeles. Calif 90089-0021 213-743-6523/6524
.

MAY 15-16 How to Audit and Check Insur I 4,4 ., U
ance Policy Costs and Coverages course in Bur- 4% .4

4

lington, Mass, sponsored by the American Man-
agement Assn $675 for members. $775 for non-
members Also May 22-23 m Atlanta American 1..''MT X . / I f ''fi
Management Assn,PO Box 319, Saranac Lake,
N Y 12983,518 891-0065 4 4 Jl , ' $ Y

MAY 16 Valley Forge Chartered Property
4lf

6

Casualty Underwriter l-Day A Commitment 1 .

to Responsibility conference in King of Prussia, , 'Ill, *-3 -
...

Pa, sponsored by the Carnet Agency, $25 Carnet

MAY 16 PPO-Friend or Foe teleconference in

Agency, 351 Conestoga Road, Stratfford-Wayne,
Pa 19087,215-687-8710

r f 4 4 1

Birmingham, Ala, Phoenix, Ariz, Los Angeles,
r , f

San Diego, San Francisco, Denver, Washington,
Miami, Tampa, Fla, Atlanta, Chicago, Kansas *Ar. $2
City, Kan, Louisville. Ky, Boston, Detroit. Min- .

.

neapolts, St Louis. New York, Cincmnati, Cleve-
land, Philadelphia, Pittsburgh, Nashvlle, Tenn ,

* I

Dallas and Seattle, sponsored by the American

Y

%4,
Assn of Preferred Provider Organizations, $100
for AAPPO members. $165 for non-members 4> Z.5

I

AAPPO, 101&4 South Union St, Alexandria, Va
22314.703-683-4918 *:h  "J

f
4_

MAY 16 Control of Legal Expenses Workshop
m Philadelphia sponsored by the Insurance So-

, 1

ciety of Philadelphia, $90 for members, $105 for "4,4*
non-members Insurance Society of Philadelphia /*

V4

Inc, 743 Public Ledger Building, Philadelphia. Pa
19106

MAY 18 New York Cooperative Insurance

Assn's 104th Annual Conference m Liverpool.
N Y, $65 for advance registration. $75 for on-site
registration. $55 for spouses, $95 for non-members
New York Cooperative Insurance Assn, 401 S
MIn St, North Syracuse, N Y 13212, 315-458-
7702

0.- 4,

f.
MAY 18-21 Fifth Annual Employee Benefits

1

. 0*4 'r« (
Symposium m San Diego, sponsored by the In-  1. /1/ 4W¢*/5 *,41: .1

ternational Society of Certified Employee Benefit

3

Specialists. $450 for members, $525 for non-mem-
bers who are ISCEBS graduates International So-
ciety of Certified Employee Benefit Specialists,

786-8771

MAY 18-21 1986 Washington Legislative Up-

P O Box 209, Brookfield, Wis 53005-0209,414-

4'' ·

date in Washington. sponsored by the Interna-
4 4 ·t L

tional Foundation of Employee Benefit Plans, 4,4 11 #26 ' *. a r:.s<*6-*
4

$450 for members, $525 for non-members. Regis
trations Department International Foundation of
Employee Benefit Plans P O Box 69. Brookfield,

I.

e

Wis 53008-0069, 414-786-6700

MAY 18-21 Eighty-Eighth Annual Convention
of the Independent Insurance Agents of Con-

7 ,/10' 4
nectieut in Boston. $220 for IIAC member ($390 ..1=616 * -
plus spouse).$185 for IIAC members under 35
years old ($330 plus spouse), $290 for non-member
($460 plus spouse) Independent Insurance Agents
of Connecticut Inc, 30 Jordan Lane, Wethersfield,

Conn 06109, 203-563-1950
S

MAY 18-23 American industrial Hygiene Con-
terence m Dallas, sponsored by the American In-
dustrial Hyglene Assn and the American Confer-
ence of Governmental Industrial Hyglenists, $75
for members, $100 for non-members $15 fee for
on-site registration Kim Milush, AIHA 475 Wolf
Ledges Parkway, Akron Ohio 44311, 216-762-
7294

MAY 19-20 Fifth Annual Principles of Petro-
leum Insurance conference in Evansville, Ind.
sponsored by Professional Development Institute
and Self-Insurance Resource Inc, $450 Also May
21-22 m Wichita, Kan, June 3-4 in Pittsburgh
Mary Ann Crow. Professional Development Insti-
tute, P O Box 13288 NTSU, Denton, Texas 76203„
3288,800-433-5676,817 565-3356 in Texas

JUDGME
MAY 19-21 56th Annual Meeting of the Inland

Marine Underwriters Assn tri Skytop, Pa Dora
Rothman, Inland Marine Underwriters Assn. 14

Wall Street New York, New York 10005 212-233-

7959

MAY 20 Managing Your Broker seminar in
Los Angeles, sponsored by Tillinghast, Nelson &
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Firm seeks to cut AIDS claims costs
By STEVE TARAVELLA

LOS ANGELES-The AIDS claims of

about 250 U.S. employers that purchase their
excess group health coverage from Lloyd's of
London underwriter A.A. Cassidy & Others
are now being managed by a California firm
that stresses home health and hospice care.

The employers, in various parts of the
country, have their health claims processed
by any one of about eight third-party admin-
istrators.

The TPA will notify Cost Care Inc., a utili-
zation review and cost management com-
pany in Huntington Beach, Calif., when it re-
ceives an AIDS claim and Cost Care will seek

to reduce the cost of treatment for Cassidy.
Cassidy decided to hire Cost Care when it

realized that AIDS hospitalization claims
"could impact us severely," said Merna Galli-
ford, a deputy underwriter in London.

Cassidy issues limits of up to $1 million
above the employer's deductible, which aver-

ages about $25,000, Ms. Galliford says.
The underwriter has so far been "very for-

tunate" regarding AIDS claims, she says. Of
the six it has received so far, the largest med-
ical bill incurred was $129,000.

Under the new contract, Cost Care Will

monitor diagnoses of acquired immune defi-
ciency syndrome (AIDS) or AIDS-Related
Condition (ARC) among some 125,000 em-
ployees nationwide whose claims are pro-
cessed by these TPAs.

The patients are treated through one of
about 800 home health agencies on retainer
with Cost Care nationwide. Medical person-
nel at these agencies are qualified to adminis-
ter intravenous drug solutions, antibiotics
and pain medication, as well as cope with the
discomfort the AIDS patient may experience
from outpatient chemotherapy treatment.

Benefit managers are finding home health
and hospice care to be the most cost-effective
and humane form of treatment for AIDS vic-

tims (BI, Sept. 30, 1985). These individuals

incur an average of $147,000 in hospital bills.
According to the federal Centers for Dis-

ease Control in Atlanta, there had been

19,560 cases of AIDS reported in the United
States through mid-April, and 10,316 of the
victims had died.

Cassidy views the case management pro-
gram as "a positive step in helping us control
and manage the claims rather than let the
dollars slip away," Ms. Galliford says.

Of the two AIDS claims received since the

program took effect in January, one patient
terminated his employment before any large
medical bills were incurred and the other

was enrolled in a plan that Cassidy lost to
another insurer at renewal.

One of the claims was in Texas and one in

Louisiana.

None of the approximately 50 persons with
AIDS whose illness Cost Care has managed
for other clients has incurred more than

$50,000 in medical bills over the course of
their care, reports Sherry Reichle, Cost Care

--®EMPLOYERS REINSURANCE

Even the most careful judgment
doesn't eliminate risk.

But when your plan calls for
hitting the water, head first, a
hundred feet below, judgment
can help make sure water is
what you hit.

So you carefully judge every-
thing. From the wind resistance
to your mental resistance.
And when you're ready, you go.

That's what we've done

at ERC for over 70 years. And
that's why we're in such a strong
financial position today. And why
our Best's rating continues to
bean A + XY.

Now we've decided to take on

even more of those same, care-
fully calculated risks. Are we
ready for it?

Just take a look at our capacity.
Then, judge for yourself.

.TVS SK
Employers Reinsurance Corporation • 5200 Metcalf, Overland Park, Kansas 66201/Atlanta • Boston • Chicago • Columbus · Houston • Los Angeles • New York • San Francisco• Tor'onto

program manager in Huntington Beach. Most
of that amount reflects charges by the home
health agencies.

Cost Care's fee for AIDS case management
averages $2,500-$4,000 over the duration of
the disease, she says.

The AIDS claims of Cost Care's clients-
both insurers and self-insureds-are often

handled under its 2-year-old catastrophic
case management program, in which the em-
ployer selects the expenditure ceiling at
which catastrophic care begins.

Some ask for it when a case has amassed

$25,000 in medical bills, but most use a
$50,000 cutoff, says Ms. Reichle.

Cassidy is the only party so far to purchase
Cost Care's AIDS management program in-
dependently of its other health care pro-
grams (BI, Feb. 13, 1984).

To preserve confidentiality, the employer
generally does not know the identity of the
employee whose case management was
prompted by AIDS, she says. .

Second Hines

symposium
set for May 22

CHICAGO-The second annual

Harold H. Hines Jr. Memorial

Symposium on insurance econom-
ics will be held May 22 in Chicago,
sponsored by the Chicago Chapter
of the Risk & Insurance Manage-
ment Society and the Insurance
School of Chicago.

The speakers at the symposium
will be George R. Abramowitz, a
partner with Sutherland Asbill &
Brennan in its Washington, D.C.,
office; Edmond F. Rondepierre, se-
nior vp and general counsel of
General Re Corp. in Stamford,
Conn.; and Bowen H. Tucker, se-

nior litigating counsel for FMC
Corp. in Chicago.

Mr. Abramowitz will comment

on the formation of captive insur-
ance companies; Mr. Rondepierre
will discuss the current and future

availability of reinsurance; and Mr.
Tucker will discuss the financial

impact of the tort liability crisis on
the long-term competitive survival
of U.S. companies.

A panel discussion will be mo-
derated by Edwin S. Overman,
president of the American Institute
for Property and Liability Un-
derwriters Inc. in Malvern, Pa.

The symposium is being held in
memory of Mr. Hines, who had
served in the commercial insurance

business for 30 years.
At the time of his death in 1984,

he was president and chief execu-
tive officer of Rollins Burdick

Hunter Co., the retail brokerage
subsidiary of Combined Interna-
tional Corp.

Previously, Mr. Hines had been
president and vice chairman of
broker Marsh & McLennan Inc.

The symposium will be held in
The Union League Club at 65 W.
Jackson Blvd., beginning at 3:15
pm.

A cocktail reception will follow
the symposium at 5:15 p.m., hosted
by Patrick J. Ryan, president of
Combined International.

There is no charge to attend the
symposium, but space is limited. In-
vitations to attend should be re-

quested by calling the Insurance
School of Chicago at 312-427-2520.

In addition, copies of presenta-
tions at the first symposium are
available from the Insurance

School of Chicago free of
charge.

Speakers at the first symposium
included Robin A.G. Jackson, a

director at Merrett Syndicates Ltd.
at Lloyd's of London; Donald E.
Harder, vp of the national accounts
department at CNA Insurance Cos.
in Chicago; and C. Arthur Wil-
liams, professor of insurance and
economics at the University of
Minnesota. .
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In 1927, when"The Lone Eagle" braved the Ath
It was the peak of the Roaring 209. One man had a mission. fact, we insured the manufacturer of the Spirit's engine

The pursuit of excellence. In a changing world where events like this shape history, this i
When the Spirit of St. Louis touched down that early morni ng our wayofreminding you ofone progressive company that's bee

in Paris, Allendale had already established a North American around since 1835.

presence serving companies across the country for 92 years. In Today at Allendale, we continue to shape the history of loss
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tic, Allendale had been a risk taker for 92 years.
control with engineering, training, research and testing, respon-
siveness and fairness in the way we do business.

Through the years we've been more than an ordinary insurance
company. Commitment to our insureds goes well beyond the
property coverages we provide.

After a century and a half, that part of our philosophy is not
about to change. Allendale Insurance, RO. Box 7500,Johnston,
Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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The Unionmutual Solution
Today's employers afe faced with a difficult task.

They must satisfy the individual benefit needs of a
diverse workforce while they control their benefit
budgets. Unionmutual lets you offer your clients a
simple solution.

Flexible Benefits. We are the experts in providing
benefit plans that riot only satisfy employee needs,
they give employers an advantage in cost control and
administrative service

Flexible Benefits a116w employees to create their
own personalized plans from a selection of benefits you
and your clients determine. Flex also gives your clients
an added edge in managing insurance dollars because

Unionmutual 5-*s *.t,»1 .... ,-aned it= Flexible Benefits

Represenative an *pert. to each case to handle
everything_from routine questions to benefits pay-

Providing you with the highest quality products
and services is part of our UNUM commitment to
excellence.

f

For more information on how Unionmutual's Flexible

Benefits can help you solve your clients'-employee
benefits puzzle, contact your local UAionmutual office.

Flexible Benefits. Another UNUM" product.

Elmsford, New York 10523
«{New Y*St=-only#-

Union Matual Ute Insuan¢*COR*IM
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ASK A BENEFIT MANAGER
How do supplemental
pension plans work?

|  benefit finabpay pension plan
My company has a defined

that we periodically review to be

sure it's competitive with those
of other companies in the

industry. I understand, however,
- that some of our competitors are

adopting retirement plans that
provide supplemental pension benefits for some of
their executives. What is the purpose of these
supplemental plans, how do they work and how are
they funded?

The Employee Retirement Income
Security Act and subsequent
legislation have imposed limitations
on the maximum benefits that can

be paid to individual employees
under tax-qualified retirement

- plans.
The limitation ERISA originally

imposed on these plans was 100% of an employee's final
three-year average pay, or $75,000, whichever is less.
This dollar limit was automatically raised by increases
in the Consumer Price Index and, by 1982, had risen to
more than $136,000. But it was rolled back in 1983 to

$90,000 and, in 1984, the CPI adjustments were deferred
by the Deficit Reduction Act until 1988.

Legislation currently being proposed in Congress
would restrict these limitations even further.

In response to these present and proposed limitations,
many companies have adopted excess retirement plans.
Basically, these plans provide pension benefits that
otherwise would have been paid if not for the statutory
limitations.

At the same time as excess retirement plans were
being adopted, companies became concerned about the
replacement ratio or the percentage of post-retirement

income being provided to their executives, as compared
with their pre-retirement income.

Typically, the replacement ratio of retirement
benefits, including Social Security, for married
employees ranges from more than 100% for an employee
earning $10,000 to about 50% for an employee earning
$75,000. The replacement ratio declines for an employee
earning more than $75,000 because Social Security
benefits are a declining part of the employee's total
post-retirement income.

As a consequence, companies have adopted
supplemental executive retirement plans, also known as
SERPs, that not only pay benefits for key executives in
excess of the statutory limitations, but also-by targeting a

ratio of post-retirement income like 50% or 60%-they pay
benefits that are greater than those provuded by the basic
tax-qualified defined benefit plan.

By granting additional age and service credits to
designated executives, they also can be used to recruit
executives who are in midcareer or to induce early
retirement.

The major provisions of a typical SERP offered by an
employer are:

• Eligibility: Executives in selected salary grades or
with certain titles are eligible for the plan.

• Benefit Formula: 30% of the highest three years of

earnings in the last 10 years, plus 1% of the highest years of
earnings for each year of service between 10 and 30 years.

• Benefit offset: 50% of the executive's primary

Social Security benefit, reduced pro-rata for less than 30
years of service, plus the basic retirement plan benefit.

• Normal retirement age: 65.
• Early retirement age: 50 with 15 years of service.
• Special early retirement benefit: Up to a maximum

of 5 points at the discretion of the company. One point
equals one additional year of service and/or the
employee will be deemed to be one year older for
calculating benefits.

Unlike qualified defined benefit plans, companies
cannot take a tax deduction for non-qualified SERPs
until the benefits are actually paid to the employee and
the employee pays taxes on them. There are, however, a
number of ways of funding for a SERP. For example:

• The company can purchase individual or group
insurance contracts and cash in the value of the policies
at the time of the executives' retirements to pay the
SERP benefits.

• The company could set up an irrevocable trust
administered by an independent trustee-a so-called
"rabbi" trust- but subject to the claims of the
company's creditors.

• Alternatively, the company could set up book
res6rves to pay the SERP benefits and, when they
become due, simply pay the benefits out of current
income.

Finally, you should carefully review both the design
and the method of funding a SERP with your benefit

consultants to make sure that the long-term objectives
of both your company and its executives are satisfied. .

Would you like advice from an experienced colleague on
a risk management, benefit management or actuarial
problem? Four features in the Perspective section Of Busi-
ness Insurance can give you some answers.

Ask a Benefit Manager, Ask a Risk Manager, Ask a Bene-
fits Actuary and Ask a Casualty Actuary answer written
questions from readers on risk and benefit management
issues and actuarial problems.

This month's column. on employee
benefit issues, is written by Joseph Duva,

12 director of employee benefits and com-

, Ralph F. Perry Jr., up and director of
pensation at SCM Corp. in New York.

risk management at Amfac Inc. in San
; Francisco, answers risk management

4 questions. William J. Miner, an actuary
< with The Wyatt Co. in Chicago, answers

actuarial questions on benefits issues.
And, Richard E. Sherman, a principal
with Coopers & Lybrand in San Fran-

Mr. Duva
cisco, answers actuarial questions in the

casualty field.
Columns by Mr. Duva and Mr. Perry appear alternately

on the second Monday Of each month. Mr. Miner's and Mr.
Sherman's columns appear alternately on the first Monday
of every month. Mr. Duva's net column will appear in
July.

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

Current crisis affects nearly everyone
By Allan P. Waters

NEVER BEFORE HAS a crisis in thecommercial property/casualty
insurance market caused so much

turmoil as the current crisis.

There have been major problems in the
past-many of us recall the difficulties of
the market in the mid-19705-but past
crises affected only segments of the

market, like professional liability,
product liability, government entities,
etc.

The current market crisis seems to be

affecting almost all buyers of insurance
for almost alllines of coverage. There are
exceptions, of course, but they are few.

Compounding the current dilemma is
the pending introduction of the
Insurance Services Office's claims-made

commercial general liability policy to the
insurance market.

These are difficult times, which

demand a total risk management

approach that members of the Society of
Risk Management Consultants-which
represents indeDendent consultants who
do not sell or broker insurance-are

recommending to business, government
and institutional clients.

At the SRMC's annual meeting in
Toronto last October, members were

polled as to what they thought were the
three most important steps organizations

speaking out

should take during the insurance crisis.
The following are the consultants'
consensus:

• First, do everything possible to

improve your risk. Comply with all
reasonable major loss prevention
recommendations received from

insurance companies. If possible,
eliminate or reduce high-risk products or
operations. This will allow you to
approach the marketplace with a greater
advantage.

• Second, consider your ability to
assume risk through some form of
retention. Soft market conditions made it

attractive for many organizations to buy
low deductibles and insure risks with low

loss potential. In a tight insurance
market, appropriate use of retention can
help you to control overall insurance cost.

• Finally, start the policy renewal
process early by working with agents,
brokers or insurers to evaluate options.
Make sure up-to-date risk and loss
information is available and be sure to

communicate with senior management

that cost increases and coverage
restrictions are likely.

In addition to these three basic

guidelines, there are other points to be
considered in coping with the difficult

market:

• Don't count on coverages being
renewed without firm indications,

preferably in writing with renewal
figures. Don't always place absolute faith
in individual brokers or insurers. What

happens if, at the last minute, they can't
or won't produce?

• Check your notice of cancellation,
non-renewal or adverse change on
current policies. How much time will you
have to replace critical coverage if your
insurers provide only the minimum
notice required?

• Don't be too willing to accept
anything that's offered. Just because the
market is tough is no reason to abandon
hope for needed policy modifications.
You will obviously have to be cautious

and diplomatic in stating your desires,
but at least ask for what you think to be
essential.

• Although policy liberalizations are
fewer, some insurers are still reasonable

and will not delete needed protection

through exclusions or restrictions.
Review carefully sample forms that are
submitted.

• Consider avoidance where risks t

associated with new ventures are

difficult to control or finance.

• Consider greater use of contractual
transfer of risk, but evaluate carefully
the capacity of other parties to respond to
their financial responsibility for loss.
Review certificates of insurance very
carefully for diminished coverages on
renewal.

• In addition to consideration of

self-insurance, consider captive
insurance company alternatives.

• Smaller organizations should
explore opportunities to participate in
group insurance pools and/or association
plans to the extent available.

However, care must be taken to

investigate finances, reinsurance
arrangements, management, etc., of such
pools/plans.

Are they assessable? What are their
dividend formulas? Are there any
penalties upon termination of
participation?

Although we understand and support
the need for the insurance industry to
return to a more reasonable pricing
approach, insurers and reinsurers may be
courting danger by being too
heavy-handed in premium increases,
deductible changes and coverage
restrictions.

Buyers have long memories and are
much more resourceful than in the past
to deal with market problems.

Continued on next page
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6 Practical' guide lives up to its name
books & ideas"Practical Self-Insurance: An

Executive Guide to Self-Insurance

for Business"

By John Boyce-Smith and
Alan M. Pearce

Published by Risk Management
Press, P.O. Box 670, Inverness,

Calif. 94937

$24.95,181 pages hardback

By Dave Lenckus

EGINNING FROM THE premise that only certainrisks should be self-insured and only a certain level
of losses retained, "Practical Self-Insurance, An

Executive Guide to Self-Insurance for Business"

examines how to evaluate current insurance programs
to reduce one's dependence on commercial insurance

coverage.

The book is written in layman's terms, and, because it
does not assume that the reader has formal risk

management training, it is useful for those interested in
examining self-insurance options.

It also can help risk managers improve various
elements of an existing self-insurance program or

Dave Lenckus is Business Insurance's assistant managing
editor.

structure a new program.

The first two chapters-"Why Self-Insurance?" and
"Conducting a Feasibility Analysis"-detail the criteria
on which the authors believe a self-insurance program
should be based.

For example, the authors note that self-insurance
may be advantageous when:

• Loss experience is great enough to make accurate
predictions of future losses.

• Exposures are widespread rather than
concentrated only on certain risks.

• Loss frequency and severity is acceptable.
• Funding for anticipated losses will not burden

normal operations.

Also included is a do-it-yourself guide for completing
self-insurance feasibility studies.

Mr. Boyce-Smith and Mr. Pearson then walk the
reader through the process of evaluating whether
certain risks should be self-insured.

Chapters Three through Six tackle the following
coverages: workers compensation liability, vehicle
liability, general and product liability and property
risks.

The authors often use case histories to explain how to
evaluate whether risks should be self-insured.

Chapter Seven, "Excess Insurance," discusses how to
decide on a self-insured retention and limits for excess

insurance.

The authors note that some underwriters will

incorporate excess coverage over a self-insured

retention under an existing umbrella policy.
But, some underwriters require companies

to purchase excess coverage above the

self-insured retention before they will write
umbrella coverage.

Chapters Eight through 13 may be as beneficial to the
risk manager with an existing self-insurance program
as they are for the risk manager implementing a new
self-insurance program. The chapters cover
"Administration-General Considerations, ""Adjusting

and Claims Management," "Accounting for Losses and
Reserves, . 44Safety and Loss Control, „„Alternative Risk

Financing Techniques" and "Employee Benefit
Programs."

The authors, who together have a total of nearly a
half-century of experience in corporate finance and risk
management, keep their explanations concise and often
use examples and tables for reference.

That makes this hands-on reference a valuable tool

for the risk manager or executive who already has
completed exploratory reading on the subject, as well as
for those contemplating starting a self-insurance
program. .

Current market crisis affects nearly everyone
Continued from previous page understands the arguments for consideration to purchase of claims-made associations within and outside the

As in the mid-1970s, many buyers who claims-made general liability policy coverage, we cannot overemphasize the insurance industry that oppose the
turn to individual and group forms as an alternative to occurrence need to carefully review all policy forms, claims-made general liability form
self-insurance may find their new status policies, we are opposed to some intended coverage limits, retroactive dates, defense consider working cooperatively for
quite satisfactory and may never come claims-made form provisions and provisions and extended discovery period desired improvements in claims-made
back to the fully insured market. procedures and eagerly await changes options to guard against gaps or overlaps liability. .
Unfortunately, it is usually the better that assure maximum protection for of coverage and to assure that aggregate
risks that leave the market to never buyers. limits are sufficiently large to afford
return, thus compounding the problem. It is our opinion that buyers should needed amounts of coverage.

A more moderate approach to renewal usually prefer occurrence forms of Further, it is critical to carefully Allan P. Waters, presi-
pricing and coverage by more insurers coverage and should be given a choice by evaluate problems presented by the dent of the Society of

Risk Management Con-and reinsurers can only serve to better insurers-in states in which claims-made purchase of umbrella or other liability .%
sultants, is principal ofposition the industry to regain lost general liability forms are approved and policies that do not follow the policy form --1 Waters Risk Manage-

goodwill when the market returns to introduced-to purchase or continue or which conflict with primary general 4 r» ment, a consulting firm
normal. with occurrence coverage. liability coverage. , in Seminole, Fla.

Furthermore, while SRMC Where buyers give serious Finally, the SRMC suggests the various

Emotional breakdown work-related: court
legal briefsAn emotional breakdown resulting from a layoff and

transfer to another department constituted a

compensable injury arising out of and in the course of
employment, according to Massachusetts' highest court.

In August 1977, Helen Kelly's supervisor told her a
company cutback would result in her being laid off
from her department. She broke down, cried and was
unable to compose herself. Ms. Kelly went home early
and remained upset over the weekend.

When she returned to work Monday, she was told she
could transfer to the cable department as foreman. She
was not pleased with the transfer, became depressed,
developed chest pains and was taken to a hospital and
medicated. She remained out of work for six weeks.

When she returned to the cable department, she again
developed chest pains and was hospitalized. Thereafter,

she underwent psychiatric treatment for depression.
Ms. Kelly applied for compensation but was denied by

the board. A trial court, however, awarded her benefits.

The appellate court said that it was clear that Ms.
Kelly had suffered a "personal injury" within the
meaning of the workers compensation act, because an
emotional disability, if caused by employment, was a
compensable injury.

These abstracts were prepared by Cases Unlimited Inc. A
copy of an entire decision mal be obtained by sending a
check for $5 made out to Cases Unlimited to Business
Insurance, 740 N. Rush St., Chicago, IN. 60611. List the
number for each opinion.

But the key issue here, the court observed, was

whether Ms. Kelly's injury arose out of and in the
course of her employment to entitle her to benefits
under the act.

The court concluded that the event that caused her

disability was an incident of employment "in any of its

aspects."
The court flatly rejected a contention that Ms. Kelly

was not entitled to benefits unless her emotional

disability resulted from an unusual and objectively
stressful or traumatic event. Kelly's Case, Supreme
Judicial Court of Massachusetts, May 6, 1985
(BI/04/A.-$5).

Cancellation not termination
An insurer's cancellation of a group health insurance

policy did not terminate benefits with respect to future
treatment needed for diabetes contracted while the

insured was covered under the policy, a Louisiana
appellate court ruled.

Charles E. Cabibi Jr. was covered under a group
health insurance policy issued to his law firm by Blue
Cross. The policy constituted a continuation of coverage
that was in effect when Mr. Cabibi was born in 1939, at

which time his father was covered under the original
policy.

Mr. Cabibi was diagnosed as a diabetic at age 7 and

had required continuous treatment over the years.

The current policy was issued on Jan. 1, 1981, and was
canceled effective June 1, 1982. The termination

provisions ended health care for services after the
contract termination regardless of the cause of
termination except for "admissions eligible for benefits
beginning before the effective date of termination. . . ."
Admissions was defined as meaning a period of
uninterrupted hospitalization.

Mr. Cabibi sought a declaratory judgment that the
insurer had to continue his benefits with respect to
diabetes.

The trial court ruled for Mr. Cabibi.

The appellate court said that under the plain wording
of the policy, it seemed that the insurer owed no further
benefits to Mr. Cabibi, even though his diabetes was
contracted during the policy term and future treatment
was certain to be required.

However, the court said the law did not sanction, nor

public policy condone, the right of the insurance
industry to establish renewal criteria that would, in
effect, deny those diagnosed during the policy period
from their vested right to uninterrupted receipt of
benefits.

Thus, the court said that the insurer here was*
responsible for continued benefits to Mr. Cabibi
arising out of his diabetes. Cabibi vs. Louisiana
Health Service & Indemnity Co., Court of Appeal of
Louisiana, Jan. 11, 1985, rehearing denied March 27,
1985 (BI/01/A.-$5). .
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DO YOU HA¥E RESERVATIONS
ABOUT OPENING A 401(k)?

Some people still think 401(k) plans are more trouble than
they're worth.

They dread the enrollment and installation process, the dis-
crimination-testing ahd the complicated paperwork.

Yet with the right plan and the right support all these anxieties
can be put to rest.

At Connecticut General, a CIGNA company, we not only help
you design your ideal plan. we help you get it going with on-site
enrollment and customized communication materials.

b keep it going, we help you satisfy the compliance tests.
Streamline the recordkeeping. Provide ongoing maintenance.
And while we offer a full array of investment alternatives, we're
also flexible enpugh to handle the recordkeeping for your com-
par¥s stock or other specially funds.

Weke already initiated over 1,000 plans valued in excess of one

Connecticut General Life Insurance Company
a CIGNA company

billion dollars. The reason this figure is so high is that we aver-
age over 80% enrollment. And that's about as enthusiastic a
response as you can get.

So now that you have no reservations, why not make one? Fill
in this coupon today It just may be the most complicated piece
of.EaperyERN_invokedy!!b your 401{kl.
Fplease send me more information.
1 1

Name Tme

| Company I
| Address
 City State I
 No. of Employees Phone Mail to: Connecticut General Life Insurance Co.

1-PEt. E71[5 89322?UE!!05 295104- _______J

CIGNA
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ABI

Business Insurance gives you total news coverage of loss pre-
vention, risk finandng and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA O $60
Canada OmB O $108

Bermuda (Air on/y) El $105
Europe/Middle East (Air on/Y) [3 $105
All other foreign 0 $76 Rates on request.
3 new subscription. 0 renewal. C payment endosed.
0 bill me. 0 bill company.

name

title

company

natureof business

(please print)

0 business or 0 home address

telephone

city state/country zip/postat code

0 Please send information on your special 20%-off groip cate
for five or mcre subscriptions.

0 I prefer not to receive informaticn or advertising by mail from
companies not affiliated with Crain Communications.

Mall to: Business insurance

Circulation Dept 965 EL Jellerson Ave., Detroit, MI 48207
HBE

An Emerging Star in the
Insurance Community

london line

RICO lawsuit dropped
against Minet, Bowes

By STACY SHAPIRO

LONDON-Re/International

Ltd. and Warwick Feldman are

dropping their suit seeking more
than $25 million in punitive and
exemplary damages from Lloyd's
broker J.H. Minet & Co. Ltd. and

U.S. broker Bowes and Co.

The suit had been filed under the

Racketeer Influenced and Corrupt
Organizations Act.

However, litigation involving
Re/International and Minet con-

tinues in the British High Court to
determine who owns more than

$400,000 Minet has in escrow.

The world of insurance is becoming increasingly complex, often confusing,
and never more vital to business operators. Being able to serve individual
communities on a local level, while also offering the widest possible selection of
products and services, can be an overwhelming task for the average agent and
broker.

American Business Insurance, a dynamic, emerging brokerage firm,
presents a way to bring this about. Backed by the resources, strength and
delivery systems of ABI, each of our ABI subsidiary companies is able to fully
address the individual needs of our local communities, while also making
available the wide range of ABI services.

ABI is backed by one of America's largest, privately owned insurance
organizations.

AMERICAN
BUSINESS
INSURANCE
ABI Management, Inc.
160 Spear Street
San Francisco, CA 94105

(415) 541-0404

Serving the local needs o

American Business Insurance

Agencies
Fort Lauderdale, FL

Overland Park, KS

Minneapolis, MN
Schaumburg, IL

Jacobs-Fendlg, inc.
Tampa, FL

L.K. Lloyd & Associates
San Francisco, CA

Los Angeles, CA

f each of our communities

Patrick Ross Associates

Woodland Hills, CA

San Francisco Agencies, Inc.
San Francisco, CA

Transport Employee Benefits, Inc.
Los Angeles, CA
San Francisco, CA

Portland, OR

Denver, CO

Schaumburg, IL

Wellington Insurance Services

Los Angeles, CA

Both cases revolve around the

defunct reinsurance pools of agent
Re/International Ltd. of Bermuda,
which ceased doing business in
1982. Since then, seven interna-
tional reinsurers have been sorting
out the tens of millions of dollars in

claims from business underwritten

by Re/International.
Reinsurers' inability to locate

Re/International's records has

made that task difficult (BI, Jan. 17,
1983).

Minet was the broker for the re-

trocessionaires of Re/International

in Bermuda, a spokesman said. So
far, Minet has found at least
$400,000 in retrocessions for the

pool, but does not know to whom to
pay it. Re/International believes
the money belongs to its clients.

However, Lloyd's Italico and
other reinsurers of the pool have
filed a lawsuit in the High Court
against Minet and Re/Interna-

tional, saying that the money in es-
crow belongs to them.

Mr. Feldman's attorney Michael
Harris, a partner in Rogers &
Harris, said his clients had asked
the U.S. District Court for the Cen-

tral District of California to dismiss

the RICO lawsuit without prejudice
because there was ongoing litiga-
tion in the United Kingdom, which
was a more suitable venue.

The Feldman/Re/International

lawsuit against Minet and Bowes
had claimed that Minet and Bowes

had devised a "manipulative '
scheme of the reinsurance bro-

kerage market" and withheld 1
funds owed to reinsurance com-

panies that used Re/International's
brokering services, totaling about
$2 million.

A Minet spokesman said that
"Mr. Feldman's actions were ridic-

ulous" and added that Minet be-

lieved there was no basis for a

claim and had planned to defend it
vigorously.

A second firm with the same

name and ownership, Re/Interna-
tional in California, is still operat-
ing as an administrative and man-
agement company for offshore
reinsurers.

Premium cutbacks

Lloyd's of London is forcing two
syndicates at K.F. Alder (Under-
writing Agency) Ltd. to cut back on
the amount of premium income
they write this year.

Last week, Lloyd's instructed
non-marine syndicate 503 and
aviation syndicate 950 to restrict
their 1986 premium income to 85%
of the syndicates' gross capacities.
The syndicates are underwritten
by J.C. Nevitt and managed by
K.F. Alder a subsidiary of the Bel-
lew Parry and Raven Group.

K.F. Alder's five other syndi-
cates were not affected by this di-
rection, Lloyds said.

The agency has 28 days to appeal
to the Committee of Lloyd's.

Meltdown coverage
London insurance market

sources do not believe that there

are any insurance or reinsurance
consequences of the meltdown of a
Russian nuclear power plant on
April 26 near Kiev.

Russian risks are normally cov-
ered by the state insurance com-
pany Ingosstrakh, which pre-
viously was called Black Sea and
Baltic General Insurance Co. Ltd.

Ingosstrakh reinsures its risks in
the London market, reinsurers say.

But, at least one reinsurer be-
lieves that nuclear risks in Russia
arenotinsured. .
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 t may be something to make your teeth
whiter, help you live longer, clean up your

drinking water, or improve the flavor of
zucchini.

But scientific breakthroughsthat seem
perfect now can turn into disasters in the future

If it happensto you, who paysthe
catastrophic damage?

f
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Your reinsurer Provided they are still
solvent and still in business.

Since 1910, North American Re has
paid claims on every conceivable kind of
loss. And if today's newest discovery turns
into tomorrow's terror, we'll still be here.

North American Re We're here to

see that you survive your future.

NORTH AMERICAN REINSURANCECORPORATION 100 EAST 46[14 STREET, NEW YORK, NY 10017 (212) 907-8000

NOETH AME12ICAN

ms
We Take Your Risk
Out Of Reinsurance.
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Pension plans
Conzinued from page 28
ers contributed between 4% and 6%;
18% of the employers contributed
bet,peen 2% and 4%,and 7% contri-
buted less than 2% of payroll.

The other 22% of the surveyed
employers contributed nothing to
thei: defined benefit plans in 1985,
possibly because the plans were al-
reac y adequately funded, Mr. Bor-
leis mys

Sixty-eight percent of the survey
respondents said their plans are
overfunded, noting that there
would be more than enough assets
to Eurchase annuities to cover all
accrued benefits. Another 9% said

their plans are "sufficiently"
funded to purchase annuities upon
plan termination, while 23% said
their plans were underfunded.

Larger employers' plans were
usually better funded than those of
smaller employers, the survey
points out. For instance, 81% of the
employers with 10,000 or more em-

ployees said their plans are over-
funded, compared with only 63% of
those with fewer than 500 workers.

While the survey shows that
most employers are committed to
their defined benefit plans, many
of the respondents also offer some
other form of retirement program,
including defined contribution
plans, to their salaried workers.

The 583 employers that said they
offer defined benefit plans also
offer a total of 903 defined contri-

bution plans, or an average of about
1.55 plans per sponsor.

Conversely, the 225 surveyed
employers that did not offer de-
fined benefit plans offered 342 de-
fined contribution programs, or an
average of about 1.52 per employer.

Of employers offering other
plans besides the defined benefit
plan:

• 36.4% of the respondents of-
fered 401(k) plans.

• 20% offered savings and thrift
plans.

• 17.8% offered Payroll-Based

Stock Ownership Plans.
• 9.4% offered profit-sharing

plans.
0 7.3% offered non-PAYSOP

employee stock ownership plans.
e 9.1% offered some other type

of plan.
An upcoming Hansen survey

will examine issues concerning de-
fined contribution plans.

Other subjects addressed by the
Hansen survey on defined benefit
plans include:

e Eligibility requirements.
Twenty-five percent of the sur-
veyed plans provided immediate
enrollment, while 54% of employ-
ers have adopted the legally re-
quired minimum participation
standard of age 21 wizh one year of
service. Twenty-one percent have
some other eligibility requirement.

Immediate eligibility was mos:
prevalent among government enti-
ties, with 82% offering immediate
enrollment in their defined benefit

plans.
• Vesting. The vast majority-

Sh

Do Employee
Health Care Costs

Make Your Clients

See Red?
Provident Mutual's cost containment features are a sight for
sore eyes.

With our customized plan designs, your large case clients can choose from a
variety of cost containment features designed to help curb the rising costs of
providing employee health care benefits. Features such as pre-admission
certification/continued stay review... mandatory second opinion for
surgery... limitation on weekend admissions... pre-admission
testing... and use of coinsurance and deductibles can support your clients'
cost containment efforts.

Additionally, your clients may select the conventional or alternate funding
method which most completely meets their needs.

To learn more about how our large case medical plans can put your cli:nt in
the pink, call this toll-free number for a referral to the Provident Mutual
Group Office nearest you: 1-800-523-4681 (please ask for Operator 29).

0
PROVIDENT MUTUAL
SECURITY THROUGH FINANCIAL SERVICES

79%-of employers use 10-year cliff
vesting in their defined benefit
plans. Employees fully vest in five
years or less at 4% of the surveyed
employers, with the other 17%
using some other vesting formula.

Thus, most surveyed employers
would be forced to amend their de-

fined benefit plans if a proposal ap-
proved last month by the Senate
Finance Committee to require five-
year vesting becomes law.

• Employee contributions.
Ninety percent of the respondents'
plans were non-contributory. Con-
tributory plans were most common
again among government entities,
with 65% of those employers re-
quiring employee contributions.

• Lump-sum payments. Thirty-
seven percent of the surveyed com-
panies allow retirees to take their
benefits as a lump sum, 4% do not
allow lump-sum payments but are
considering the idea and 59% do not
allow lump-sum payments and are
not considering it.

• Benefit formulas. Seventy-
seven percent of the respondents
offer final average pay plans, while
11% offer career average pay plans,
2% offer floor plans and 2% offer
individual account or cash-balance

plans. The remaining 8% offer
some other variety of defined ben-
efit plan.

• Social Security integration. By
far the most popular form of inte-
gration among the surveyed em-
ployers was the offset method, used
by 62% of the respondents. Another
22% did not integrate their defined
benefit plans with Social Security.

Eleven percent used the "step
rate method," in which the integra-
tion formula varies with income
above and below the Social Secu-

rity wage base. Two percent used
the "excess" method, in which the

integration is determined by the
Social Security wage base over the
working career of a retiree. Three
percent used some other integra-
tion method.

• Benefit statements. Some 72%

of the respondents voluntarily and
regularly supplied employees with
statements of accrued benefits and

vesting status. Thirty-nine percent
of the employers provided this in-

formation as part of a comprehen- -
sive statement including data on
other types of employee benefits,
while 33% issued an annual state-

ment of retirement benefits.

In addition, another 26% of the

employers said they issued benefit
statements on request. Two percent
were not sure of their policy.

• Pre-retirement counseling.
More than half-53%-of the re-

spondents offer some type of pre-
retirement counseling. Twenty-
three percent offer a full pre-re-
tirement counseling program, 26%
limit their program to explaining
the defined benefit plan and 4%
limit the program to financial con-
cerns only. Forty-seven percent of
the respondents offer no type of
program.

• FASB requirements. Only 28%
of the employers said they have
performed calculations that will
eventually be required under Fi-
nancial Accounting Standards
Board Statements 87 and 88. Forty- ,
five percent said they have not per-
formed the calculations, and 27% ,
said they were not sure if the calcu-
lations have been performed.

FASB 87 requires changes in the

way pension expenses are calcu- 
lated and reported on a company's
income statement and the way lia- 1
bilities are reported on the balance
sheet. FASB 88 specifies how a |
company must account for de-
creases in benefit liabilities or the i

purchase of annuities to cover plan 
liabilities.

Because of current conditions in 
financial markets, pension ex- 
penses will be lowered under the

reporting standards contained in 
FASB 87, Mr. Borleis notes. "That j
makes it surprising that only 28% 
have calculated what the impact
would be on their income state- |
ments."

The complete results of the study,
"Defined Benefit Plans and Retire-
ment Practices," are released only
to companies that participated in
the survey. Others can receive a
free copy of an ezecutiue summary
of the results by writing Met Bor-
teis, A.S. Hansen Inc., 1417 Lake

Cook Road, Deerfield, Ill. 60017.

Control Rehabilitation Cost

with Smart Mumbers from

REHAB\\\DATA

We allow you to Track,
Analyze and Manage

Workers Compensation
Rehabilitation Cost like it's

never been done before.

Call or Write for our Information Packet.

REMAB\\\DATA
20121 Ventura Blvd. #325

Woodland Mills, Ca. 91364

818/884-0259
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Fbrsonal Benefits Statement

We're changing the face of benefits communications.

Admit it. Despite your best efforts to explain your bene-
1 lits plan to employees. many are still thoroughly confused.

You need MetLi fe SHOWCASE'
1

As easy to use as an automated bank teller. MetLjfe
R SHOWCASE is the first computer-based service ever offered

that enables employees to obtain complete information on
I their personal benefits status. Whatever they want to know,
' whenever they want to know it.
1

They can check existing benefits participation. They can
plan savings and forecast accrual. They can explore any

''.' :. 5, *1, ·.·.'-AE, Cornmunications S©'vice-Patent Penoing
© 13 65 Meirouu„ ! ·: -1 Ule {nsurance Co. NY., NX

dents said they would support-leg- 1

combination of flexible benefits options. And they can do it
»themselves, making your life simplen

For a demonstration of Metlife SHOwCASE. call 1-800-

Ibl 1 L|1!Vi'fi by:Z 847-8285. After all. what good is an expensive benefits plan jf
your employees dont understand lt?

GET MEI IT PAYS.
Evb Metropolitan Life
 ANDAFFILIATED COMPANILS

3=L\LIJIIIII
2

Coverageis i,r<,Ii<]e<j 1,·,· 4 4,1::„'::Lit 1 . tit'. : .-, :,i;a:,>, - .· SNA JilsurarK<' Corripanits.
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Tors inroiacemert appears as a matter of record only.

TICK, TOELSON & COLEMAN

has become a Division of

LEONARD -NEWMAN, INC.
[nsurance Brokers

199 Main Street 127 John Street
White Plains. New York 10601 New York, New York 10038

May 1, 1986
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Firms, workers should share
pension responsibility: Survey

Employers and employees should
share responsibility for providing
retirement income, according to a
new survey of employers.

Benefit consultant A.S. Hansen

Inc. asked respondents to its survey
on defined benefit plans and renre-
ment praztices to rank in order the
parties that should take the most
responsibility for providing retire-
ment income to workers-employ-
ers, employees, the federal govern-
ment' and state and local govern-
ments.

According to the survey, employ-
ees are perceived as the party that
should be most responsible for re-
tirement income. Employees re-
ceived 1,726 weighted votes, edging
employers, which received 1,628

votes. There was a big gap to the
federal government with 981 votes
and state and local givernments
with 68 votes.

"We see the beg:nning of em-
ployers thinking :he employee
needs to take more responsibility
for his ultimate fate than employ-
ers," explains Mel Borteis, vp and
director of benefits consulting at
Hansen in Deerfield, Ill.

"There's a trend away from pa-
ternalism to the employee being
more self-reliant and taking more
responsibility for his destiny.

"If you would har,e seen this in
1966 and 1967, you wou-d have seen
heavy weighting for employer and
possibly the federal gcvernment "
he says.

August
is just around our

Conference.
The Business Insurance Conference

on Communicating Employee Benefits.
On August 4 and 5, at New York City's all new
and spectacular Marriott Marquis Hotel, an
influential group of employee benefit executives
will be meeting to explore issues critical to their
professional responsibilities.

This year's agenda includes panel discussions on
health care alternatives, computer communications
and pre-retir€ment counseling; and concurrent
case studies will be presented on audio-visual,
print, and total communication packages. Als6,
task force "think tanks" invite you to partake in
problem/solving sessions on employee benefit
communication issues.

Additional highlights include the 14th Annual EBC
Competition Awards Presentation plus "You Be
The Judge" - a look at how other companies
communicate benefit programs to employees.

Come listen, learn and contribute at the BI
Conference on Communicating Employee
Bene8ts at the Marriott Marquis in New York City
on August 3,4, and 5.

. business
insurance

«An oppommit¥ to gain valuable insight into communicating benefits to employees."

Business Insurance, Communication Services Department
220 East 42nd Street, New York, NY 10017

Ann Vazquez, Registrar - (212)210-0137

Yes, lam interested in your conference! Please send me the agenda, registration, and hotel details as soon as possible.

Name

Title

C*ganization

Acidreft

City State - Zip Business Phone ( )

i
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The survey also shows that em-
ployers believe that the federal
government should take less re-
sponsibility for employee retire-
ment income than in the past, Mr.
Borleis says.

However, the Hansen survey alsc
notes that most employees do not
have a good understanding of their
retirement benefits nor fully ap-
preciate their importance until
they approach retirement age,
which could possibly indicate that
employees would not be financially
prepared for retirement if they are
given more responsibility for pro-
viding retirement income.

Hansen asked employers to rate
on a 1-to-5 scale how well employ-
ees understood their retirement

plans and how important workers
thought their pension benefits
were. A grade of 5 means that em-
ployees understand their pension
plan very well and think it is very
important. A grade of 1 means ben-
efits are not understood nor are

considered very important.
For instance, employers gave

employees under age 30 an under-
standing score of 1.72 and an im-
portance score of 1.61, meaning em-
ployers believe that younger em-
ployees neither understand their
retirement benefits nor consider

them very important.
Scores gradually increase with

age. For example, employees be-
tween ages 40 and 49 received an
understanding score of 2.73 and im-
portance score of 3.15, meaning
that these employees had a general
understanding of their pension
benefits and thought they were
somewhat important.

Employees age 60 and older re-
ceived an understanding score of
3.78 and an importance score of
4.58, meaning they had a good un-
derstanding of their benefits and
believed they were very import-
ant. •

Fryer appointed
to Texas board

AUSTIN, Texas-Catherine
Brown Fryer has been named a
member of the Texas State Insur-

ance Board.

Ms. Fryer, 36, was appointed to
the three-member board by Gov.
Mark White last month. She most

recently had been general counsel
to the board since Nov. 1.

Ms. Fryer replaces Carole Ry-
lander, who resigned earlier this
year to run for Congress.

"This really came as a surprise to
me," Ms. Fryer said, adding that
her work as a board member will
be a continuation of activities she

began as general counsel.
She noted that dealing with the

high cost and scarcity of general li-
ability insurance, as well as ap-
proval of the Insurance Services
Office's revised claims-made com-

mercial general liability form, will
be at the top of the board's agenda.

Ms. Fryer began her stint with
the Insurance Board in June 1985,
when she was hired as assistant

general counsel. She also worked in
the state attorney general's office,
joining that staff in 1974 as a law
clerk, and leaving in 1983 as chief
of the insurance, banking and se-
curities division.

Ms. Fryer has a bachelor's degree
in education from Texas Tech Uni-

versity and was an elementary
school teacher from 1971-1972. She

earned her law degree from Uni-
versity of Texas Law School.

Ms. Fryer's appointment requires
the confirmation of the Texas Sen-

ate, but the approval is expected
when the Legislature reconvenes
in January. The Legislature does
not meet this year. .



Wadsworth named president
of new Continental Corp. unit

 comings & goings: industryBeverly B. Wadsworth has
been appointed president of Conti-
nental Guaranty & Credit Corp., a
newly formed subsidiary of New
York-based Continental Corp. that
will specialize in bond, credit and

financial risk in-

surance Ms.

Wadsworth also

is a vp of Conti-
nental Insur-

ance, another
subsidiary.

In addition,
Ms. Wadsworth

is the president
and director of

Ms. Wadsworth Continental

Reed Stenhouse

Management Co., another Conti-
nental subsidiary that provides un-
derwriting services to two New
York Insurance Exchange syndi-
cates of which she is president and
director: The Maiden Lane Syndi-
cate Inc. and The South Place Syn-
dicate Inc.

Before joining Continental in
1978, Ms. Wadsworth served as an
assistant vp of financial operations
and analysis for Home Insurance
CO.

Also at Continental Guaranty &
Credit Corp., Wayne B. Fisher ap-
pointed chairman. Mr. Fisher is a
senior vp in Continental Insur-
ance's Brokerage and Special Oper-
ations Group. And, Michael J.
Beernaert appointed executive vp
of surety and fidelity bonds, Clif-
ton J. Brown appointed senior vp
of financial risk, and Stephen L.
Taylor appointed senior vp of
credit insurance.

Other insurer changes:
James A. Stark elected presi-

dent and chief operating officer of
The North River Insurance Co. of

Basking Ridge, N.J., a subsidiary of
C&F Underwriters Group, which is
a unit of Crum & Forster. Mr. Stark

will be responsible for operations
planning and analysis for all CFU
units, as well as retaining his re-
sponsibilities for branch operations
and underwriting, marketing and
loss control for all CFU operations
in the United States and Canada.

Mr. Stark previously was executive
VP.

George T. Van Gilder elected a
senior vp of Chubb & Son Inc. of
Warren, N.J., a

subsidiary of 
Chubb Group. -
Mr. Van Gilder 
retains his re- ,=
sponsibilities as <'*national man- *1.,2-->, 

ager of Chubb Group's Execu-
tive Protection

Department, A

overseeing Mr. Van Gilder

directors and of-

ficers, commercial fidelity, fiduci-
ary and extortion liability under-
writing.

Hector Medina named vp of
The Home Insurance Co. of New

York, a subsidiary of The Home
Group Inc. Mr. Medina will be re-
sponsible for major lines property
and inland marine operations na-
tionwide. He previously was an as-
sistant vp.

Thomas Jewatt and Leland R.

Anderson appointed regional vps
at Wausau Insurance Cos. of Wau-
sau, Wis. Mr. Jewatt is based in the

Chicago office, succeeding Robert
E. Keefee, who is retiring. Mr.
Jewatt previously was regional
sales manager for the Southeastern
region. Mr. Anderson is based in
the San Francisco office, succeed-
ing Harley C. Hoff, who is retir-
ing. Mr. Anderson previously was
vp and treasurer for Wausau Inter-
national Underwriters of San

Francisco, a subsidiary of Wausau
Insurance Cos.

W. Arthur Betz appointed vp of
Reinsurance Services for The Cen-

tral National Insurance Group of
Omaha, Neb. Mr. Betz most re-
cently was vp and counsel at Hile-
man, Justice & Co. of Dallas.

Stephen A. Michener appointed
senior vp of Minnesota Mutual Fire
& Casualty Co. of Minneapolis,
Minn. He previously was a division
assistant vp and profit center man-
ager for American International
COS.

Michael E. James named presi-
dent of Golden Eagle Insurance Co.
of San Diego, Calif. Mr. James pre-

/1

viously was vp responsible for
marketing and agency relations.
Also at Golden Eagle, Donald
Baldwin appointed executive vp.
He previously was vp of Balboa In-
surance Group.

Thomas M. Waugh appointed
director of general liability for the
Zurich-American Insurance Group
of Schaumburg, Ill. Mr. Waugh
now heads the newly formed prod-
uct support group of the standard
lines division, which will develop a
wide range of automobile, general
liability and umbrella liability
products. •
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CONTINENTAL COVERAGE CORPORATION
... NOW MORE THAN EVER!!

• Celebrating 6th year as Underwriting Managers/Wholesale
Brokers

• Underwriting/Brokerage markets available for:

• Apts/Condos... Stores... Shopping Centers... Office Build-
ings... Motels... Family Restaurants

• Discounted & surcharged... Admitted and Non-Admitted

• SMP Packages... Monoline property... Monoline liability

• Access to all three U.S. Exchanges: NY, IL & FL

• Direct contact with London & International Markets

...and...

YES, WE WRITE NJ RISKS!!

For info:

(201) 368-3777 ...12 Route 17 North, Paramus, NJ 07652
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|NFO SYSTEMS:
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AD CLOSING: MAY 13 AD CLOSING: JULY 8

In-house information systems.
Continuous access to data. Infinite applications.

More and more, benefit and risk managers rely on automated
systems to efficiently handle their responsibilities. In today's
business environment they can harclly afford not to.
To be effective, users need to learn more about what's available in
the marketplace as well as the full capabilities of these systems.
For the first time, Business /nsurance will present two features
devoted to information Systems.

Must reading for our audience of more than 132,000 executives.
Perfect editorial environment for you to advertise your products
and services to the buying influentials who demand immediate
access to information. - -

=*e

'7formation Systems - the applications are infinitel

. business
insurance

New York: 22O E. 42nd St., NY 10017 (2121210-0133

  fn\ » Chicago: 740 Rush St., IL 60611 (3121649-5276-\ t=ttatgeles: 6404 Wilshire Blvd., CA 90048 (213} 651 -3710
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Largest U.S. reinsurers' 1985 results
(All amounts in thousands of dollars) (Ranked by net reinsurance premium written)

Policyholder Not "* Losses

surplus ...... feinsuince a W.

1985 Pe,cent change preink,ms P.,cent chang' premi'""' Mus'"nent Loss Undimaling Expense Comblned Combned

(Minsurers (decline) jusn (dectine) earned 'Apon.ls ,atio .Rpons- .10 ratio Ino

Reinsurer only) 8445 1985 84-85 1985 19/5 1985 1985 1985 1585 1984

General Re $1,087,727 53.0% 41,586,522 48.9% $1,313,724 $1,113,978 84.8% $412,290 26.0% 110.8% 1270%

Employers Re 539,754 22.8 760,380 56.1 614,581 565,377 92.0 181,254 23.8 115.8 1169

American Re 288,876 (0.6) 730,224 65.4 567,469 463,378 81.7 252,987 34.6 116.3 127.5

North American/Swiss Re 224,262 (13.0) 587,666 18.4 519,283 486,276 93.6 216,923 36.9 130.5 1295

Prudential Re Group 263,720 54.8 517,457 14.9 501,034 442,257 88.3 159,842 30.9 119.2 150.9

Munich Re Group 199,807 73.8 459,403 75.0 390,078 294,631 75.5 140,859 30.7 106.2 1229

Kemper Re 147,137 43.5 295,327 45.2 265,739 250,065 94.1 60,175 20.4 114.5 1200

National Re 121,024 105.8 220,301 92.2 180,812 168,941 93.4 46,072 20.9 114.3 1285

INA Re 134,737 2.6 219,451 16.0 212,534 221,740 104.3 72,752 33.2 137.5 1329

New York Insurance Exchange 194,081 6.3 201,132 (7.7) 199,111 225,711 113.4 78,243 38.9 152.3 137.3

Continental Re Corp. 95,886 24.6 198,499 67.8 189,950 161,867 85.2 55,174 27.8 113.0 1158

Transatlantic Re 100,027 8.9 192,417 45.1 169,573 166,745 98.3 50,710 26.4 124.7 1380

Skandia America Group 137,700 58.1 182,709 (28.6) 179,651 164,202 91.4 71,551 39.2 130.6 133.3

Buffalo Re 101,601 10.1 174,615 83.7 165,381 170,282 103.0 39,419 22.6 125.6 1104

St. Paul FaM N/A N/A 160,483 145.0 125,476 102,971 82.1 46,030 28.7 110.8 1344 EMJOUIV JO UNS¥ 339wnsul'11 33;nosConstitution Re 78,878 20.0 141,932 8.1 139,465 110,381 79.1 41,186 29.0 108.1 1176

American Ind. Re 20,242 62.8 114,888 22.1 121,146 122,830 101.4 31,181 27.1 128.5 1140

Fremont Re Co. 36,820 (24.0) 114,146 46.9 108,545 114,252 105.3 28,103 24.6 129.9 1168

Continental Cas. Co. N/A N/A 114,092 121.8 79,750 71,064 89.1 29,424 25.8 114.9 1232

USF&G Co. N/A N/A 109,112 202.9 63,759 58,887 92.4 20,330 18.6 111.0 1076

Total for top 20 3,772,279 27.7 7,080,756 42.0 6,106.998 5,475,835 89.7 2,034,505 38.9 128.6 125.9

Total for all companioi 5,250,227 27.3 10,114103 34.0 8,978,574 8,333,329 92.8 2,892,260 28.6 121.4 128.2

Top 20 reinsurers results in 1986 Mr Jamison of Buffalo Re, which posted a one has ·been saying in the fact that profit-
North American Re/Swiss Re posted a 1985 125 6% combined ratio for 1985, compared ability in the business has been disastrous "

Continued from page 3 combined ratio of 130 5%, compared with with 110 4% in 1984, noted the company In fact, the industry's true results are

battered the Northeast last fall, while 25 re- 129 5% in 1984 Mr Thompson noted the strengthened ltS reserves by $15 million at "probably worse" than the RAA survey indi-
ported $28 1 million in net losses from last reinsurer strengthened loss reserves by an year-end He predicted the company would cates because of the companies that did not
September's earthquakes in Mexico City extra $50 million at year-end 1985 when it generate a 110% to 115% combined ratio this participate in the 1985 survey

Many reinsurance officials were not satis- realized the tail for excess casualty business year "I think the environment we're operating

fied with the Industry's 1985 results, though was continuing to lengthen Reserve addi- A spokesman for INA Reinsurance Co in in now gives reason to believe that there will
they admit the future looks much brighter tions were made for each of the past 20 years, Philadelphia said the deterioration to a be a return to profitability," he said, noting

Despite the improvement in the Industry's he explained 137 5% combined ratio from 1984's 132 9% was that return will not occur overnight
overall 1985 combined ratio, it was still the This reserve strenghening alone added largely the result of "significant reserve This is true of Kemper Re as well at the
second-worst in 11 years, noted LeRoy about 10 points to the combined ratio, he said strengthening " He predicted a "dramatic" industry, said Mr Mathis "We'11 definitely
Simon, senior vp of Prudential Re Group in The company also was hurt by continuing improvement in 1986 show an improvement in earnings" in 1986,
Newark, N J poor casualty results and by poor surety re- Ronald E Compton, president of American "but it won't be satisfactory in our eyes "

He noted that the industry's 1985 combined sults in 1985 Re-Insurance Co in New York, said the in- Kemper Re's 1985 combined ratio was

ratio was nine points worse than three years Mr Thompson noted there already has dustry's 1985 results "were a very good turn- 114 5%, compared with 120 6% in 1984
ago and 20 points worse than in 1977 "It's not been a "dramatic improvement" in 1986, around from '84, but in an absolute sense, did Mr Warren of National Re, which posted a

a satisfactory result," he said with the company reporting a "very conser- not represent the kind of return on equity 1143% combined ratio in 1985 vs a 1285%
Mr Simon added that Pru Re, which vative" 112 4% combined ratio the reinsurance business will have to show " combined ratio m 1984, said "1985 was a tran-

posted a 119 2% combined ratio last year, was The 115 8% combined ratio for 1985 re- An investor could have done better investing sition year for us We did improve our results
"right on the money" with the Industry ag- ported by Employers Reinsurance Corp is his funds in the money market, he said over '84 significantly, but they weren't really

gregate, "and this, of course, is a very signift- better than the industry average, but "the re- The reinsurance industry must continue to a helluva lot better than the rest of the indus-

cant improvement over a year ago" when sults were still dismal," said Michael Fitt, strengthen its surplus and financial stability, try "
Pru Re talhed a 150 9% combined ratio chairman and chief executive officer He he said, "and it's going to take more than '85 While Mr Warren does not anticipate his

"We're pleased, but not satisifed Our re- noted, however, that Employers Re strength- and '86 to do it " company's premium volume will increase as
suits, and the entire Industry's results, have ened its loss reserves last year New capacity is being formed this year, much this year as last, when net premiums
to improve significantly, again, in order to be "We're looking for continued improve- "some of which looks to be pretty responsible rose 922%, "we think there'll be continued
satisfactory " ment through '86," he said. and some of which the Jury is Still Out On improvement in our combined ratio in '86"

N David Thompson, president and chief Edward A Collms, executive vp of Ameri- yet," Mr Compton remarked "Under the circumstances, we were satis-

executive officer of North American Rein- can Independent Reinsurance Co in Stam- Some of the reinsurers that have with- fied that 1985 marked a turnaround That's

surance Co /Swiss Reinsurance Co in New ford, Conn, said the company's combined drawn from the market should never have very obvious," said Bard E Bunaes, chair-
York, said that 1985 was a "disappointment" ratio deteriorated to 1285% in 1985 from been in it in the first place, he added The man and president of New York-based Con-
for the Industry overall "because we found 114 0% in 1984 primarily because of a $20 remaining players have been around a long stitution Reinsurance Corp, which reported
that the lag time for some kinds of reinsur- million boost in reserves for 1984 and prior time and behaved responsibly throughout all a 108 1% combined ratio, compared with
ance is significant " years parts of the cycle, he said 117 6% in 1984

The market is "taking more time to turn As for 1986, said Mr Collins, "We antici- David B Mathis, chairman and chief exec- One problem facing the industry is obtain-
around than we anticipated and 1985 demon- pate continually improved results from an utive officer of Kemper Reinsurance Co in ing recoveries due from retrocessionaires
strates that," he said, though he added there operating standpoint, and also expect to be Long Grove, Ill, said he beheves the indus- "and that's going to continue to hurt" and
will be "very significant improvement" in able to add to policyholder surplus " try's year-end results "confirm what every- delay the industry's recovery, he said .

Aneco Reinsurance Underwriting Ltd.
Measure sets financial

guarantee insurer criteria
reports profit for first quarter of '86 NEW YORK-Insurance companies specializing m finan-

cial guarantee insurance would be required to have a mini-
Bermuda-based Aneco Reinsurance Underwriting Ltd surance protection that will respond if the reinsurer's re- mum capitalization of $75 million under a bill recently intro-

earned an underwriting profit of $368,074 for the first tained reserves on the discontinued business prove to be duced in the New York State Legislature by Sen John R
quarter of 1986, compared with suffering an underwriting inadequate, noted Jonathan J Crawley, president Dunne

loss of $585,160 for the first quarter of 1985 Aneco Remsurance Underwriting released its year-end Currently, there are no capitalization requirements for fi-
In addition to the 1986 first-quarter underwriting profits, 1985 results the same time as its first quarter 1986 results nancial guarantee insurers in New York state

the insurer's results were improved by the effect of a loss because the sale of the loss reserves occurred too late to Philip J Harrington Jr, a special assistant to Sen Dunne,
portfolio transfer that occurred during the period include the impact on its 1985 financials, said Mr Crawley. said a model bill proposed by the National Assn of Insurance

Aneco Reinsurance Underwriting sold $5 4 million of net At year-end 1985, the company reported a $2.7 million Commissioners calls for a minimum capitalization of only $50
aggregate loss reserves related to its discontinued casualty loss, after realized gains, primarily attributable to loss de- million

and multiperil lines As a result, losses were reduced by velopment on the discontinued casualty and multiperll Mr Harrington said the Dunne bill also proposes only mon-
$54 million, underwriting income was increased to $2 mil- business, Mr Crawley said Aneco wrote gross premiums of oline companies be allowed to write all types of financial
hon and capital and surplus were increased $20 million and net premiums of $135 million in 1985 guarantee insurance, while multiline insurance companies

Considering the effect of the loss portfolio transfer, In the first quarter, Aneco write gross premiums of $4 9 would be restricted to writing only municipal bond insurance
Aneco Reinsurance Underwriting reported net income of million. policies
$23 million for the quarter, and including realized gains, Commenting on the first quarter underwriting profit The proposed legislation also provides for the establishment
$2 9 million apart from the sale of loss reserves, Mr Crawley said, "We of special reserves that would be drawn upon if a company

As of March 31, Aneco Reinsurance Underwriting re- see no reason we shouldn't maintain that profit." experiences incurred losses from financial guarantee insur-
ported capital and surplus of $92 million Aneco Reinsurance Underwriting specialnes in under- ance that exceed 35% of earned premiums in any one year

In addition to the loss portfolio transfer, Aneco Reinsur- writing reinsurance for captive insurance companies The bill also would require that an insurer not assume a
ance Underwriting purchased $1 million of additional rein- risk from any single entity that would exceed 10% of the com-

bination of its policyholder surplus and these reserves .
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Retiree benefits ERISA's vesting requirements for chase coverage-have petitioned the contract between employer and can terminate a plan
pension plans should not be ex- for the case to be heard by the en- employee "should not be disre- "It may be that Judges will con-

Continued from page 1 tended to include welfare plans tire appellate court, said the re- garded," pointed out Frederick Ru- tinue to try to find ways to make it
Two months later, White Farm "We find that the statutory scheme tirees' attorney, Russell Brown of mack, director of tax and legal ser- difficult for employers to terminate

was sold to White Farm USA Inc, a of ERISA, though silent on this Stoplestad, Brown & Smith in St vices at Buck Consultants Inc in retirement benefits- by focusing on
subsidiary of Dallas-based TIC issue, counsels against the imposi- Paul, Minn New York And it also is significant plan language, he said As a result,
Investment Corp , under a transac- tion by this court of an absolute But attorney John Parks of because lt affirms that if retiree the "whole class of questions" that
tion approved by the bankruptcy rule effectively requiring manda- Squires, Sanders & Dempsey in benefits are to be vested, the action includes "what did the documents
court tory vesting at retirement of retiree Cleveland, who represented White should be taken by Congress, and say, and were the documents clear

White Farm USA entered into an welfare benefits under these cir- Motors, said it would be "most un- not the courts, he said about the employer's right to termi-
agreement with White Motor cumstances " usual" if the court agreed to hear The earlier decision, said Mr nate" must still be answered before
under which it assumed, under cer- "Congress," it continued, -ex- the case Klein, had Indicated that a pro- changes in retiree health care plans
tam conditions, White Motor's obli- pressly exempted employee wel- Employee benefit consultants gram, once given, was "fixed in are made, he said
gations to White Farm employees fare benefit plans from stringent praise the appellate panel's deci- time" and could not be flexible "A Ms Rappaport agreed In spite of
and retirees under the welfare ben- vesting, participation and funding sion, pointing out its effect on all lot of employers were scared off by the decision, "it's really clear
efit plan That plan provided com- requirements Congress recognized employers that," he said there's a new standard in the last

pany-paid life and health insurance the differences between welfare "The idea individual Judges can For instance, employers may year or two in terms of what's ac-
and coverage for prescription drugs benefit plans and pension plans, fashion their own verison" of fed- have been reluctant to offer re- ceptable" when altering retiree
and hearing aids to retirees and eli- and we discern no basis for finding eral common law "to decide how to tirees a health maintenance organi- health care benefits
gible dependents mandatory vesting in ERISA of re- handle this question appears to be zation option because they were The appellate ruling establishes

White Farm's president sent a tiree welfare benefits squarely rejected by this decision afraid it would have been con- that if documents clearly state the
letter to the company's retirees as- "We believe that the legislature, That is definitely good news," said strued they had a vested right to employer's right to change a retiree
suring them their free post-retire- rather than the courts, should de- Peter Hutchings, a partner with the existing plan "That flexibility welfare benefit, the employer prob-
ment medical, life and prescription termine whether mandatory vest- Kwasha Lipton in Fort Lee, N J was limited by White Farm " ably would not have legal problems
drug coverage would continue ing of retiree welfare benefits is ap- Employers need no longer fear that The appellate court realized that making revisions, said Mr Ru-

But on March 31, 1981, White propriate " no matter how clear their plan doc- ERISA recognized flexibility was mack But, if the plan documents
Farm notified retirees that their In addition to deciding welfare uments, they cannot change retiree important in the dynamic health 'are "not that well-worded, or not
welfare plan would be discontinued benefits were vested upon retire- benefits, he said care field, but relatively less impor- worded at all" then an employer
effective May 1 Retirees were told ment, Judge Aldrich also ruled that Because this is an appellate level tant in the pension planning area, could have "considerable prob-
identical coverage would be made the bankruptcy court had been decision, it will serve as a prece- when measured against the need to lems," he said
available to them, but they would wrong in deciding the plan had an dent for future cases, noted Dan maintain a guaranteed income, said In the case of Bethlehem Steel,
have to pay for it unambiguous termination clause Klein, a staff attorney with A S Mr Klein for instance, the documents

In response, 850 non-union re- The bankruptcy court should have Hansen Inc m Deerfield, Ill "This But consultants warn the deci- "weren't supportive," said Mr Ru-
tirees sued in bankruptcy court for held a hearing to decide whether lS obviously a very important deci- sion by no means gives employers mack In that case, aUS District
restoration of their benefits this was the case, she said sion as a precedent for future deci- carte blanche to change their re- Court Judge John T Elfvin ruled

However, the bankruptcy court The appeals panel agreed with sions," he said bree health care benefits that because of ambiguous plan
found company documents gave Judge Aldrich, and has sent the This is also the first decision in a Mr Hutchings, for instance, re- language as well as extrinsic evi-
White Farm the right to terminate case back to bankruptcy court for a while to favor the employer, and to ferred to the appellate court's deci- dence, including promises made to
or amend the plan, and granted a hearing on this issue encourage both employer and em- mon that the plan language did not retirees, Bethlehem Steel did not
summary Judgment in White "Because we believe the docu- ployee to "work out their own unambiguously state the employer have the right to reduce retirees'
Farm's favor mentary evidence is subject to in- deal," instead of establishing rules had the right to terminate the plan health benefits

The retirees appealed to U S terpretation to ascertain its mean- that must be followed, said Mr This indicates, he said, that "a sub- The steel company eventually
District Court and two years later, ing and intent, we conclude that Klein stantial burden of proof' may still reached a settlement with its re-
in September 1984, U S District the bankruptcy court also erred in The decision says the terms of have to be met before an employer trees (BI, March 18, 1985) .

Court Judge Ann Aldrich ruled granting defendants' motion for
that ERISA, the federal law that summary Judgment," the panel
protects workers' and retirees' pen- ruled
sion benefits, also gives courts the However, the panel pointed out 18 . . .

authority to fashion common law to in its ruling that employers and . ./0. 0 ./.

protect welfare benefits, including employees can agree among them-
health care coverage selves "by agreement or by private

Judge Aldrich held that welfare design, as set out in plan docu- i i
benefits become vested upon re- ments, whether retiree welfare
tirement and cannot be terminated, benefits vest or whether thay may
even if plan language unequivo- be terminated " D D
cally authorizes the employer to do The White Farm retirees-who i i

SO have not received company-paid
But, the appellate panel said in welfare benefits since 1981 and last

its decision last month that year lost the opportunity to pur- 'DI

PRIMA calls public entity
risk managers 'to arms'
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By MEG FLETCHER lighted with sessions on the psy-
chology of safety, quality circles Bl.:-*'9?ijk' "ir=z.A'.3'«=-:fl·

WASHINGTON-The Public and workers comp loss control
Risk & Insurance Management Employee benefit issues Will be
Assn 's annual conference, "Risk considered in sessions on health

<AG:
Management Spirit of '86," is call- care plan design, communicating ,-;85.y-*4 v-- -'t ·  ,·J:,·I*3$001bk74

.

ing public entity risk managers "to benefit changes and wellness M

arms" June 8-11 in Boston to find Sessions also will focus on inter- :" A...., -*.,.,#pe#f,<:.,48*,fi w
ways to cope with the current lia- governmental pooling issues, and
bility insurance crisis PRIMA's pooling section will hold

"The insurance crisis is a na- its annual meeting 9 7
tional emergency for public agen- Newcomers are offered an all-

r

cies in their struggle to provide ser- day program June 9 on the basics of
vices to their constituents and still risk management, including ses-
survive the threat of liability expo- sions on how to establish or fine-

Continental Underwriters. Ltd, has
-, ·'-  /,SLf 70,E earned the confidence and respect ofZi#4'4rsure without adequate insurance tune a program 43: Y. a large and impressive clientele

coverage," said Natalie Wasserman, The conference ends with dinner because those terms "average" and
PRIMA executive director and entertainment at Quincy Mar- "business as usual have no part in our

"Today, as the insurance crisis ket, although space is limited Con- professional vocabulary During our
.

deepens, the need for independenttinental breakfast, luncheons and numerous productive years In the marine
action through sound risk manage- coffee breaks will be included in .4 insurance business, we have been dis-

ment practices has become a neces- the conference registration fee l tinctly unusualin our durability and

sity," she said Individual fees for public entitity staying power in trying times Equally
The central theme of the confer- registrants are now $300 for the unusual Is our willingness to underwrite

Hull and Machinery plus Primary andence is dealing with the realities of first representative of a member
the disappearing marketplace government and $225 for each ad- Excess Protection and Indemnity And

4 most unusual of all Is the consistent
Following a reception June 8, a ditional registrant The fee for non- L

quality of our performance which givespanel of insurance Industry and member public entities is $375, ./

risk management experts will open which Includes PRIMA's member-
an added measure of security to our
clients So if you don't find "average"

the conference June 9 with an ship fee &

appealing, please give us a call
overview of the current market Fees for a representative of an 11'

./

and discussion of alternatives and industrial affiliate member lS $450,
solutions being tested by public en- or $400 for each additional rei:is-
tities across the United States trant from the same organization

Following the opening session, The fee for a non-member from the
%.r.-

conference participants will be able private sector is $500, or $450 for
Continental

to choose from more than 40 con- each additional registrant Undefwriters, Ltd.
current sessions covering a wide Additional programs are being .

range of topics including bonding, offered for a fee, although space is 419 Decatur St

schools' liability, environmental hmited New Orleans, LA 70130

risks, police liability, structured For information, contact PRIMA Telephone (504) 581-7493

settlements, accident investigation at 1120 G St NW, Suite 400, Wash- E Telex 754622 CULT[) UD

and cost allocation ington, DC, 20005 Or, call Lynn Telefax (504} 581-7497

Loss prevention will be high- Armstrong at 202-626-4650
1

. "Lloyd's. London. Correspondents"
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RATES AND CLOSING TIME:
Rates: Display classdied is $79.50 per column inch, minimum of one inch. Straight Closing: Published every Monday Copy must be m typewritten form by noon
classified is $6 50 per Ime, mminium of 5 hnes. Count 34 characters per line (include Tuesday, 6 days preceding pubtishing date. No verbal phone copy accepted
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required. Mail ads to Margaret Hikido. Classified Advertising, 740 N
ads Only those responses which fit mto a business size envelope will beforwarded Rush St, Chicago, IL 60611. For more Information call 312-649-5340.
Responses are forwarded daily.

WANTED

RETAIL AND WHOLESALE PRO- AGENCY ACCOUNT EXECUTIVES TRENWICK AMERICA
DUCERS FOR NEWLY CREATED Prestigious Westchester and Fairfield
ILL ADMITTED P&C CARRIER AND UNDERWRITER REINSURANCE CORPORATION
SYNDICATE ON THE ILLINOIS IN-

County clients offer growth opportuni-
ties for professionals with strong tech-

MARKETING
SURANCE EXCHANGE LOOKING

REINSURANCE UNDERWRITERS
TO ESTABLISH LONG TERM RELA- West Michigan's largest, full- nical abduy MANAGER Trenwick America Reinsurance Corporation has immediate openings in faculta-
TIONSHIPS WITH EXPERIENCED line insurance agency has an For further discussion regarding these

tive property and casualty underwriting Candidates should possess a Bache-
AGENCIES WILL BE OPERA- Career opportunity exists in a large In- lor's degree and have the following experience
TIONAL BY 6-1-86 PLEASE CALL immediate Opening for a Corn- and other fine agency and companY diana based Property/Casualty Insur- Property 3-4 years experience m primary commercial underwriting in the New
MR STEEB AT 312-655-9260 FOR mercial underwriter with at positions, contact the insurance staff- ance Company with volume in excess York and/or Hartford marketplace Candidates with 2-3 years reinsurance un-
MARKET ANALYSIS ing specialists at 914-682-7040least three to five years experi- derwriting experience wilt also be consideredof $200 million for a Marketing Man-

ence in all phases of market CAROLYN OAVIS ASSOCIATES. INC Casualty 3-4 years reinsurance underwriting experience in the New York and/or
ager Responsibilities would include Hartford marketplace Primary experience a plusHARVARD'AIMES ROUP: Placement Send confidential 701 Westchester Avenue--Suite 308 W Market Research Market Planningand Strong verbal and written communication skills and the ability to makedecisions

White Plains, NY 10604
Ex®utive Search resume, including salary his- Product Development The ideal can- are important

tory, to
didate will be from the Midwest and Excellent salary and benefit package, plus the opportunity to be part of a dy-

Risk*Management, Benefits and « have 5+ years experience In the insur
namic growing organization,

Quatified individuals should send resume and salary history to
Insurance Professionals Box 1988, Business Insurance ance marketing function, plus heavy P O Box 33A, 21 Charles Street, Westport, CT 06880

6 Holcomb St PO Box 16006 740 Rush St.. Chicago, ill 60611 commercial underwriting experience An Equal Opportunity Employer

West Haven, CT 06516 Experience ls not necessary as a Mar-

(203) 933-1976 keting Representative We offer a com-

WANTED: petitive salary and benefit package
Skilled Professionals

SALES MANAGER Needed COMPANY
Qualifiec candidates should send re-

sume and salary history m complete

Large Commercial Lines agency
Premier Insurance Agency on 1-1 Central PA seeks skilled profes- CHARTER

confidence to

San Francisco's Peninsula seeks
PERSONNEL DIVISION

sionals for the following positions
Risk Et insurance

experienced individual to de-
Expanding company would like to

* account executive
INDIANA INSURANCE COMPANY

velop and expand our business personallines service representative purchase PC compan, charter Allreplies held confidential Send
115 NORTH PENNSYLVANIA AdministratorUrnmtnznttlt° Egerne  Applicants should have excellent details to ACIC, P O Box 12099. INDIANAPOLIS. INOIANA 46204

:2'ttY:rY caah:ge ehnzs level Tallahassee, Florida 32317

fits package open Send resume
Please send resume to

EOE

Time Inc seeks a highly motivated in-
to

Engle-Hambright & Davies, Inc dividual for a key position in its Risk

Box 1996, Business Insurance PO Box 3080, Lancaster, PA 17604 Management and Insurance Department

740 Rush St, Chicago, IL 60611 To be considered, you must have a BBA or
BA/MBA, a minimum of three to four years'

INSURANCE experience in a corporate risk management

SALES TRAINING MANAGER, FRINGE Manager/ environment, a strong property/casualty
background, accounting/financial analysis

DIRECTOR BENEFITS PROGRAMS skills. and microcomputer experience

We are seeking an aggres- Regional Medical Association in Bir Employee Benefits If you meet the above criteria, this position

sive individual with sound mingham, Alabama ts seeking expe- could offer you an excellent career path
nenced, self-motivated Individual to

communicationsskills to join manage its Fringe Benefits Pro-
and a starting salary of $35K +, along with

our sales division Areas of grams Marketing experience re- The Risk Specialist Group, Inc (RSG). the insurance arm ofThe a wide range of benefits Send resume, in-
responsibility Include class- quired In group Insurance programs cluding salary history, in complete con-
room instruction with use of forassociations with a knowledge of the candidate for this key posmon in this Insurance agency fidence to Ms Lourdes Chinea, Account
audiovisual equipment, de-

term life, major hospital and medical
benefits, and long- and short-term operation The qualmed candidate should possess a BS Manager, Human Resources, Time Inc,

velopment of insurance pro- disability This position responsible
grams for In-house instruc-

National Corporation For Housing Partnerships (NCHP). seeks

degree plus 3-5 years' experience in administration. design, 1271 Avenue of the Americas, New York,
for coordination of the Association's underwriting, and marketing of employee benefit programs NY 10020 We are an equal opportunity

tion and field meetings Fringe Benefits Programs and will
report to the Executive Vice-Pres,- On-line benefit consulting e>per,ence with a major insurance

Qualified candidates should
employer (Our employees are aware of this

dent Ability to work with top level broker or major insurance company is preferred
have college degree or equi-

opening )
physicians and executives a must

valent, 5 years insurance Excellent salary and bent,ts Reloca- The compensation package ts attractive (including bonus)in
related experience with tion expenses will be paid Send re

sume
the marketplace and ts based or performance Forimmediate

broad background in prop- consideration. please send your resume in confidence to
erty and casualty lines with NIr. William J. Ranleri,
both personal and commer-

Time Inc
Executive Vice-President The Risk Specialist Group, inc.

cial coverages We offer a
competitive salary and bene-

Southern Medical Association P.O. Box 33856. Washington. DC 20033
fits package For confidential

35 Lakeshore Drive An Equal Opportunity Employer M/F/H/V

consideration, please send
Birmingham. Alabama 35219-0088

your resume and salary re-
quirements to

Marcella J. Eggemann
Personnel Manager

MILLERS MUTUAL IMANAGEMENT OPPORTUNITIES 1..
111 E. 4th St.

Alton, IL 62002
1 STALEY CONTINENTAL INC.. a aers#* com refiner
1 and food service distrbutor, 16 a high growth Fortne 200 Company The Career Opportunity in Insurance Franchising

A We Are An Equal Opportunity / " following prolessional opportunlies are currently available in our Corporate *
Employer M/F

Rtsk Management Department *ISU, with over 500 franchised offices, is appointing 20 Re-
MANAGER, CASUALTY INSURANCE gional Directors throughout its nationwide network. This is a

Business Insurance Selected candidate will be responsble for the development d policies and
Circulation Breakdown*

career opportunity to earn a six figure income through a com-
procedures to manage casualty risks on a worldwide basis; develop cas-

Commercial Consumers ualty insurance and self-Insurance programs and systems to communicate bination of commission, salary (after 1st year) and profit-
Administrative the cost of risk to operating units and management and design and maln-

CEO's presidents and owners 2,983 tajn programs for effective evaluation and funding otrisk bonus.
Vice-presidents. general managers

Qualified applicants will have a minimum 01 5-7 years experience In cor-and other administrative personnel
2,758 porate risk management or as an account executive for multi-national You will have the opportunity to establish a regional office in a

FInancial dents with a major Insurance brokerage firrn. A BS In accounting. finance
Chief financial officers and vice-pres,- or risk management is required, Individuals with an MBA. ARM or CPCU city in your region. Your investment in pursuing this oppor-
dents of finance 2,018 certification will be given special preterence Familiarity with IBM PC also
Secretaries, treasurers. controllers required tunity is your time and energy.
and other financial personnel 6,484

Risk/employee benefits
PROPERTY MANAGER

Vice-presidents. directors. managers,
To qualify for this top level position you must have superior

This key Indlvidual will be responsble for worldwide property and marine
and other related department person-

net of insurance. risk. employee bene- programs You will develop and inplement risk management programs that knowledge of and experience in the property and casualty in-
fits, personnel, compensation, pen- will conse,ve corporate earnings and proted physical assets. surance business. You must also possess extraordinary sales
sion, safety, security, industrial rela-
tions, human resourcesand employee/

For consideration. candidates must have a minirmm of 5-7 years exper-

labor relations 8,111 ience in corporale risk management, or background as a property account and organizational skills.
Sub-total 22,354 executive with a major Insurance brokerage firm. A degree in engineering,

Associations 483 ARM or CPCU rertificadion 18 preferred

Government, unions and educational
Send appropriate background information with your choice of

institutions 1,252 In return for your spedal talents and expertise. we provide an excellent

Commercial Consumers starting salwy, a full range of corporate benefits, and a rewarding and pro-
location to:

Sub-total 24,089 fessional environment. For confidential consideration, please forward re-

Insurance agents and brokers 10,285 surne. indicating position d Interest, and salary history. to Regional Director - Dl
Insurance companies 6,739
Financial institutions 748 Personnel Depanment *ISU International
Actuaries, attorneys. adjusters, ap-

pra,sers and consultants 3,808 StaleyContinental, Inc. Post Office Box 2822
Others allied to the field 1.308

TOTAL 46,977 1701 Golt Road San Francisco, CA 94126
* Source Business/Occupational
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Indictments
Continued from page 2
based agency that produced busi-
ness for Kenilworth, according to
Mr. Duffy and the Illinois depart-
ment report.

The defendants also concealed an

agreement under which Mr. Mit-
chell was to sell Mr. Patterson, Mr.
Cosentino and Mr. Goepfert each
25% of his Kenilworth stock.

The Illinois department would
have prohibited Mr. Goepfert's in-
volvement with Kenilworth, the
indictment says, noting that he was
a convicted felon who was then
under indictment for insurance-re-
lated fraud in U.S. District Court
for the Southern District of New
York.

Mr. Goepfert was recently re-
leased from Allenwood Federal
Prison Camp in Allenwood, Pa.,
after serving five years of a 10-year
sentence for defrauding the Sasse
Syndicate at Lloyd's of London.

The four defendants also agreed
to conceal from Illinois regulators
the MGA agreement awarded to
ROBCO, the indictment alleges.

Mr. Patterson "improperly con-
verted" premiums received by
ROBCO on business written for
Kenilworth, and distributed the
money to Messrs. Mitchell, Cosen-
tino and Goepfert, according to the
indictment.

The three men concealed the
premium diversions by having the
money paid to relatives, the indict-
ment charges:

• Mr. Mitchell directed the pay-
ment of $34,000 to his son, Clay
Mitchell.

• Mr. Cosentino directed pay-
ment of $31,000 to his wife, Judith
Gibbs.

• Mr. Goepfert directed pay-
ment of $47,000 to his wife, Cath-
erine Sergel.

A second scheme to defraud
Kenilworth-in which Messrs. Mit-

chell, Goepfert and Hayne are
charged-involves alleged kick-
backs of commissions retained by
Essex Insurance Brokers on busi-

ness produced for Kenilworth.
On Feb. 5, 1982, Mr. Mitchell au-

thorized an increase of four per-
centage points in the commission
rate allowed Essex on business it

produced, the indictment says.
Essex's agency agreement had al-

lowed it a 22.5% commission before
the increase, according to the Illi-
nois department report.

Messrs. Mitchell, Goepfert and
Hayne had agreed to split this in-
crease, according to the indictment,
and Mr. Hayne later sent a $22,000
check to Mr. Mitchell representing
Mr. Mitchell's and Mr. Goepfert's
share of the 4%.

Mr. Mitchell concealed this pay-
ment by depositing the check in a
bank account opened in the name
of B.F.G. Toomey, the indictment
charges, adding that Mr. Goepfert
later withdrew the money.

Mr. Hayne received $7,300 as his
share of the deal, the indictment
says.

Mr. Hayne's insurance licences
were revoked by the California de-
partment on April 6, 1984, after he
admitted responsibility for $1.2
million in shortages from premium
trust accounts maintained by Essex
Insurance Brokers, Paragon Insur-

ance Brokers Inc. and Essex Insur-
ance Managers Corp., according to
California department documents.

Licences of the three brokerage
firms and a fourth company-Pe-
gasus Insurance Brokers Inc.--
were revoked in August 1982 when
the firms were taken over by the
California department.

In administrative proceedings to
revoke Mr. Hayne's licenses, the
California department charged that
Essex Insurance Brokers had
placed surplus lines business with
Kenilworth and Amherst Insur-
ance Co. without a license to act as
a surplus lines broker; and that
Essex Insurance Managers had
done the same, though it held no
license at all from the California
department.

The department also charged
that Mr. Hayne and another agent,
John Nicolosi, arranged in 1981 for
Wells Fargo Bank to finance
$189,880 in premiums due under a
purported Kenilworth policy is-
sued to the Valle Verde Truckers

Assn. of San Diego through Essex
Insurance Brokers.

Essex-which deposited the
Wells Fargo checks in a trust ac-
count-made six payments on the
premium loans but failed to pay a
balance of $69,474. Wells Fargo
then moved to have the policy can-
celed for non-payment in May
1982, according to insurance de-
partment documents.

Department investigators later
found that Valle Verde was a ficti-
tious association whose address
listed on the premium finance
agreement was a post office box
rented by Mr. Nicolosi, department
documents say.

Essex had voided the policy pur-
portedly issued to the association
and returned it to Kenilworth, the
documents say.

Mr. Hayne, while admitting the
trust account shortages, denied the
department's other charges.

In the third scheme to defraud
Kenilworth, Mr. Mitchell alone is
charged with paying money for the
benefit of Mr. Rasmussen in ex-
change for favorable treatment by
the Illinois Automobile Insurance
Plan between June 1979 and March
1982.

While the plan is supposed to as-
sign auto risks on a random basis to
member insurance companies-
which are not allowed to refuse the
risks-the indictment alleges that
Mr. Mitchell arranged for Mr. Ras-
mussen to select above-average
risks for Kenilworth, increase the
assignment of risks to Kenilworth
and allow the insurer to reject cer-
tain high-risk applications.

In return, Mr. Mitchell author-
ized payments totaling $47,000 to
Mr. Rasmussen's daughter, who
was placed on Kenilworth's payroll
but was not required to do any
work, the indictment alleges.

Mr. Rasmussen pleaded guilty
last year to mail fraud and tax eva-
sion charges stemming from the
scheme. He was sentenced to one

year and one day in jail and five
years probation and fined $6,000,
court records show.

The indictment also charges Mr.
Cosentino with failing to report
gross income totaling $87,025 on
federal income tax returns for the
years 1981, 1982 and 1983. .

Jeep plaintiffs seek $1.8 billion
SOUTHFIELD, Mich.-Plaintiffs suing American Motors Corp.

here for accidents involving their Jeep CJ vehicles have filed law-
suits seeking more than $1.8 billion in punitive and compensatory
damages.

Information on the $1.2 billion in punitive damages and the $640
million in compensatory damages being sought was released in
AMC's annual 10-K form filed with the Securities and Exchange
Commission.

The report further noted that the company also has received a
"substantial number" of claims that have not yet resulted in law-
suits.

AMC has been hit with more than 1,000 Jeep-related product lia-
bility lawsuits since the 19705. Several studies conducted since 1980
have found that the vehicles are more prone to rollover accidents
than other vehicles (BI, Oct. 28, 1985).
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Isn't it time you talked
to The Specialists in
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SELF-INSURANCE?
Sometimes it takes a crisis in the marketplace
Prohibitive Premiums... Excessive Losses...Or

total unavailability of coverage. But we believe
it makes sense any time to explore the self-insurance

option - risk retention, excess cover, groups,
pools, and captives. We're specialists

in offering claims administration, loss control,

and information systems in the workers'
compensation, casualty, and health care fields.

Call Charles Warne or lim Lane on (800) 421-9139.

HEWITT, COLEMAN, & ASSOCIATES, INC.

SELF-INSURANCE SPECIALISTS SINCE 1923

2717 Poinsett Highway, Greenville, SC 29608 Tel. (803) 242-4350
Atlanta, GA • Jackson, MS • New York, NY • Oklahoma City, OK • Orlando, FL

Pensacola, FL • Raleigh, NC • Richmond, VA • and affiliated offices in major cities.

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

 .
• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

For more than a decade Cover X Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to "specialize"
in this industry have come and gone. In today's
difficult insurance marketplace most are simply
gone. COVER X CORPORATION IS STILL
HERE, providing that industry with custom tailored
GENERAL LIABILITY, PROFESSIONAL LIABILITY
and WORKERS COMPENSATION.

If you have current or potential clients in the security industry whose long range
interests lie in obtaining a quality insurance product in a stable market then you owe,
them a Cover X quotation.

For further information or applications call or write ...

COVER CORPORATION
P. O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 - Telex: 23-5635
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Tax bill fined benefit and defined contribution limits to lieves there may be further changes in the IRA
$77,000 and $25,000, respectively and pension provisions

Equal Opportunities Continued from page 2 • Phasing out tax provisions that allow em- Stuart J. Brahs, executive director of the Assn

to a 401(k) plan to $7,000 from $30,000, although ployees to withdraw already taxed funds they of Private Pension & Welfare Plans in Washing
the committee had earlier appeared to favor a have contributed to a plan within the first three ton, noted that the limit on benefits under de
$12,000 limit years they begin drawing payments fined benefit pension plans may be changed

Each weekly issue of The $7,000 limit is identical to that set by the Under the bill, an employee could draw only perhaps re-establishing the $90,000 maximurr
Business Insurance gives House's tax bill However, under the Finance 50% of those already taxed funds 1 1987 and that can be drawn at age 62 and the $75,000 mini

Committee's proposal, the 401(k) limit would rise 1988. Beginning in 1989, the non-taxable portion mum that is provided under current law
you an equal opportunity the same percentage as increases in the Social of the benefit would be paid to the employee However, the Finance Committee's bill "coulc

to reach and motivate Security taxable wage base. prorated based on life expectancy have been worse," he said. "It's better than 383E

The Finance Committee proposal, which was For example, under current law, assume an and earlier Senate proposals," he said
Bl's mo re than 132,000 spearheaded by Committee Chairman Bob Pack- employee contributed $21,000 in after-tax funds Of the provisions in the bill that would in

wood, R-Ore, does retain the related discrimina- to the plan If his annual benefit under the plan crease taxes on property/casualty insurers, thepurchasing influentials tion rules it had agreed to in April that are less is at least $7,000, each $7,000 withdrawal could be most significant provision would require insur
. . . to p ad mini strative restrictive than those in the House tax bill, HR excluded from the employee's taxable income for ers to discount their loss reserves to reflect the

3838 (BI, April 28) the f.rst three years the employee draws bene- investment income they will earn prior to payinE
and financial executives, The committee also retained a provision in its fits claims

risk managers, em ployee earlier proposals that allow tax-exempt entities Under the Finance Committee bill, the em- Insurers would be required to use a discount
to establish 401(k) plans But, the bill would pro- ployee could exclude from taxation only $3,500 rate of 5% on 1987 loss reserves Then, beginninE

benefits managers and hibit state and local government entities from of those benefits m 1987 and 1988. And, in 1989 m 1988, the discount rate would be based on 75%
the agents and brokers establishing such plans Those entities with and after, the exclusion would be based on the of the midterm applicable federal rate, which lS

401(k) plans as of March 1 would be granted a employee's life expectancy the market rate of return on U S government
who serve their needs. grandfather exemption. In addition, if the employee lives beyond his obligations with remaining maturities of be-

In a surprising development, the Finance life expectancy, the exclusion would end once tween three and nine years

When you want to reach Committee's bill would radically alter the tax the employee recovers all of his already taxed The rate eventually would be based on a five-
treatment of contributions to Individual Retire- contributions to the plan. year rolling average of the AFR, beginning with

your pri me audienCe, the ment Accounts. The billwould subject to current Under current law, an employee who can't re- a rate in 1988 of the average AFR rate over the
Business Insurance taxation contributions to IRAs by employees cov- cover all of his contributions to the plan in three preceding 24 months

ered by qualified pension plans, although the in- years receives the benefit based on his life ex- Except for medical malpractice and workers
audience is unequalled! terest earned in those IRAs still would be tax pectancy But, if the employee lives beyond his compensation lines, insurers generally would

deferred life expectancy, the annual tax-exempt benefit have to assume a 10-year payout for long tail
Under earlier Finance Committee proposals, continues lines-those listed on Schedule P of the conven-

PUBLISHING   CLOSING the limit for 401(k) plans was $12,000 and em- Earlier Senate proposals that were left intact tion statement they file with state insurance de-
DATES DATES ployee contributions to IRAs would be reduced in the Finance Committee bill include provisions partments, according to Robert B Shapiro, a law-

dollar for dollar for 401(k) deferrals exceeding requiring employers to adopt new, faster vesting yer with the Washington, DC, firm of George

Mar 31 Mar 19
$10,000 Under H.R 3838, IRA contributions schedules and new rules governing integration K Bernstein. A three-year payout would be as-
would be reduced by any amount deferred to a of pension plans with Social Security sumed for short-tail lines-those listed on Sched-

401(k) "My reaction is the Senate proposal Just starts ule O of the convention statement, he said
Apr 7 Mar 26 Other changes under the Finance Committee off from House Bill 3838 and makes liberaliza- Medical malpractice and workers compensa-

bill include· tions from the employers' view that are better tion lines probably would be subject to a 15-year
Apr 11 Apr 1 0 Capping the maximum pension benefit administratively," Mr Rumack said payout assumption, Mr Shapiro said However,

under a defined benefit plan at $90,000 The "I think it'S a better proposal than the House the exact discounting period still has to be
Apr 21 Apr 0 maximum defined contribution limit would re- bill, better thought-out But, I still think it has worked out between the Finance Committee's
Apr 4A Apr 15

main at the current $30,000 level areas that need improvement," he added technical staff and the Treasury Department
In addition, the maximum benefit would be Mr Rumack predicted that few changes will Under another provision, property/casualty

available only to an employee who retires at age be made on the Senate floor or in the Senate- insurers would be required to include in their
· May 5 Apr 20 · 65 compared with age 62 under current law. The House conference committee However, he be- taxable income over the next 71,2 years 20% of

benefit would be reduced actuarially if an em- heves the House W111 insist on some changes, their unearned premium reserves as of Jan 1,
May 12 ..pr 00 ployee retires earlier than age 65, and the cur- such as different effective dates and including a 1987 In addition, insurers would have to include
May 19 May

rent minimum benefit of $75,000 would be elimi- 15% excise tax on an annual retirement benefit annually in their taxable income 20% of the in-
nated exceeding 120% of $90,000, which the Finance crease, if any, in unearned premium reserves

For example, under the committee's proposal, Committee bill does not include Earlier, the Finance Committee had proposed
May 26 May 13 an employee who retires at age 62 would be enti- Other observers believe a few changes are requiring insurers to include the 20% of their un-

tled to $65,000 in benefits, instead of $90,000 probable in the Senate earned premium reserves in their taxable in-
Jun 2 May 20 under current law, according to Frederick Ru- "The debate certainly is not over even in the come over a 10-year period

mack, director of taxes and legal services at Buck Senate," predicted Frank McArdle, director of In addition, the minimum corporate tax provi-
Jun 9 May 28 Consultants Inc in New York education and communications at Employee sions could result in taxation of income from tax-

Jun 16 Jun 4
The House bill would cut the maximum de- Benefit Research Institute in Washington He be- exempt bonds

Jun 23 Jun 10
Comstock sued over midterm cancellation

Jun 30 Jun 18
Continued from page 2 the state legislature (BI, Aug 12, and fair dealing, intentional inter- misrepresentations, and promissory
insurer not to do so, but the insurer 1985). ference with advantageous busi- estoppel The suit further seeks $20

Jul 7 Jun 24
defied the request, according to Factory and the other plaintiffs ness relationships, and fraud The million in punitive and exemplary
Charles Fowler, a branch chief in the suit allege that Comstock suit also asks for $15 million in pu- damages on behalf of the policy-

Jul 14 Jul 1
with the department's bureau of "verbally assured" the MGA that nitive and exemplary damages on holder plaintiffs.
consumer affairs. the special multiperil insurance it behalf of Factory The suit also seeks attorneys fees

Jul 21 Jul
Mr Fowler said the department wrote for the insurer would be is- On behalf of the policyholder on behalf of all plaintiffs

8 is awaiting the outcome of the law- sued on a three-year term basis. plaintiffs, the suit asks an unspeci- A spokesman for Comstock re-

Jul 28
suit before taking further action Further, the suit says, the insurer fied amount for actual damages for ferred questions to its outside coun-

Jul 16 against Comstock. agreed that the policies would not breach of contract, breach of cove- sel, Paul Richler of the Los An-
Just what action the department be canceled during the three-year nant of good faith and fair dealing, geles-based law firm of Hahn, Ca-

Aug 4 Jul 23 can take against Comstock or any term, unless an individual policy- breach of fiduciary duties, breach zier, Smaltz, who was unavailable

other insurer that cancels commer- holder proved to be an unreason- of statutory duties, fraud, negligent for comment
Aug 11 Jul 29 cial insurance policies midterm is able underwriting risk, failed to

unclear because the California In- pay premiums or materially
Aug 18 Aug 6 surance Code does not address the changed its business.

1SSUe. The suit says that the non-can-
Aug 25 Aug 13 insurance services guide

And, because commercial insur- cellation assurances given by Fac-
ance policies usually contain can- tory, based on representations al-

Sep 1 Aug 19 cellation provisions, the depart- legedly made by Comstock, were a INDEPENDENT ACTUARIAL AND Risk Analysis & Management Corporation
ment has said it would be difficult "significant factor" in inducing ENVIRONMENTAL CONSULTING • Risk Exposure Audits • Sant, ManagemmtSep 8 Aug 26 to define as an unfair trade practice companies to purchase the cover- • Actuanal Self Insurance Feas,bility Studles Rlsk Finan • Claims Audits • Beitits Plans Dmign
a contractual right to which both age ang Evaluations Budget and Reserving Evaluations • Feasibility Stutes • Actianal Analysis

• Environmental * Audits Loss Control Studies SuperfundSep 15 Sep 3 the insurer and policyholder have Contrary to representations, • Insurance Specifications • litigation Wits
Site Health and Satety Evaluations • Risk Control/Sateg Management

agreed Comstock began "indiscriminate • Joint-Financial Evaluationot Environmental Liabilities
Sep 22 Sep 9 Broclltre Sent on Rmu,st

Mr Fowler noted that the impact mid-term, unilateral purported TILLER CONSULTING GROUP, INC lg61,04ag Road • Suite 260 • St louis MO 63146•1314)569-1740
the case will have on the depart- cancellation of policies of insurance 5698 Golemed Ave + Corona dell!, CA 92625 714 673 7089 St lits • Atlanta • los Ange[,sl Minneapole • Phladelphia

Sep 29 Sep 16 ment's efforts to stop insurers from issued through Factory" to mem-
wholesale midterm cancellation of bers of Independent Garage WORKERS RESTAURANT PROGRAM

Oct 6 Sep 24 classes of business will depend on Owners and Tire Dealers associa- FOR FRANCHISED RESTAURANTS

how broad the court's ruling is in tions, the suit continues. COMPENSATION AND REGIONAL CHAINS STRONG

Oct 13 Oct 1 the case. ADMITTED CARRIER SMP'S WITHThese cancellations took the SOFTWARE FOR UMBRELLAS AVAILABLE IN IL, IN,

Oct 20 Oct 7
Midterm policy cancellations form of a notice of non-renewal

continue to be a "big problem" in "whereby Comstock purported to IBM 34,36 & 38 KS, MI, MN, MO, Wl, IA, NE, ND, SD
5 DAY QUOTE TIME COMPETITIVE

Oct 27 Oct 15
California, Mr Fowler noted exercise a right to decline to renew DATA SYSTEMS RATES SUBMISSION PROCEDURES
While most insurers have rein- such policies of insurance after the ACCORD APPS, FIRE RATES & RCP
stated coverage after prodding by expiration of a one-year policy UNLIMITED, INC. CODE-LOSS INFORMATION

the insurance department, other term, notwithstanding the stated ROSEMONT BUILDING INCIDENTAL BEER AND WINE

.business companies, including Comstock, term of three years on each such ONLY PLEASE SUBMIT TO
5104 N ORANGE BLOSSOM TRAIL

have "resisted" the department's policy of insurance," the suit says

insurance requests The lawsuit asks the court for a SUITE 125 WESTERN INSURANCE NETWORK

4525 NORTHPARK DR #101
In a July 1985 letter sent by Cali- declaration of the rights of both the ORLANDO, FLORIDA 32810 COLORADO SPRINGS, CO 80907

fornia Insurance Commissioner plaintiffs and Comstock with re- (305) 299-0090 (FL) 303-599-5620

New York: (212)210-0133 Bruce Bunner to 675 insurers in the spect to the insurance p61icies at
Chicago: (312)649-5275 state, the commissioner warned in- issue in the action It also seeks on For advertising information in the INSURANCE SERVICES GUIDE

Los Angeles: (213)651-3710 surers that "indiscriminate" policy behalf of Factory an unspecified Contact. Margaret Hikido, 740 Rush Street, Chmago, Illinois 60611.
cancellations would likely result in amount for actual damages for Telephone (312) 649-5340
lawsuits and draw the attention of breach of covenant of good faith
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8, Insurance Index I Brokers reap profits d 'The market is still conducive to gains like this. I would be
/ Continued from page 3

 surprised if we continued to gain at this level throughout thetop to bottom," an M&M spokesman said
S1S "The main thrust of all of our operations I year, but we might,' says Sidney A. Stewart Jr., chairman and510

was basically new business development Our •
505 growth was particularly good in investment  chief executive officer of The Crump Cos. Inc., adding that the
500

management, based on new business and the I brokerage acquired seven agencies during the first quarter.495

level of the securities market We may have
490

benefited a little bit from price increases in -,-=--------=-----
485

our reinsurance brokerage operations," but
480

1
11 475 price increases did not play a major factor in 353 5% to $9 1 million from $2 million million in 1985 The 1985 figure included a $2

M&M's results, the spokesman stressed First-quarter 1985 net income includes million extraordinary loss.
Drexel Burnham's Mr Keefe noted M&M losses from discontinued operations of Also, Corroon & Black stockholders have165

460 /l "is involved in five or six different lines of slightly more than $3 million, while first- approved a 2-for-1 stock split payable May
business and everything is going in the right quarter 1986 earnings include a $27 million 20, and the brokerage has increased its quar-

458 1 direction at the same time It's really phe- gain from carry-forwards relating to the dis- terly dividend by 30%
i1S nomenal " continued operations "Our results exceeded our expectations by
440 Expenses at M&M grew during the quar- Hall received more good news earlier this a bit," said Stephen A. Crane, senior vp and1 ter, the company spokesman pointed out, but month when The New York Stock Exchange, chief financial officer "We are showing, 43»4547%24644 2 %*a*R/7 - j they "have not gone up nearly as much as our which had started delisting proceedings great strengths in our retail property/casu-

/ revenues " Increasing expenses were caused against the brokerage, dropped them The alty brokerage operations and still betterby the addition of new professional staff, in- exchange considered delisting Hall because it strengths in our wholesale and specialty pro-
he Business insurance stock index started to creased marketing and communications ex- did not obtain stockholder approval before grams Our reinsurance brokerage growth
limb again after a recent plunge. The 8/ index penses and the effect of the strength of the the sale of 1.85 million shares of Hall stock was a bit disappointing, but otherwise we are
f insurance stocks closed at 504.5 points on British pound on M&M's U K. operations and $25 million in subordinated debt to Re- having a good year "
lay 7, which was up 3.5 points from 501.0 First-quarter gross revenues at New York- hance Group Holdings Inc last year Share- 44Corroon & Black's specialty sales group
oints recorded on April 30. The 8/ index had based Alexander & Alexander Services Inc holders approved the transaction Feb 21 did really well," agreed Mr Wilson, adding
eached a record high of 514.0 points on April totaled $249 8 million, up 187% from from a Mr McCaffrey says Hall lS beginning to that the brokerage exhibited new-business
3. During the most recent trading period, a restated $210.5 million reported in the first put its problems behind it "and we will now growth across its operations
)tal of 33 stocks rose, 20 fell and seven re- quarter of 1985 The results were restated to have the time to really focus on getting back "Corroon & Black had a really good quar-
Iained unchanged. The biggest gains were set include figures from Reed Stenhouse Cos. to the insurance brokerage business. I think ter and showed a lot of strength in its whole-
y United Fire & Gas Co., up 15.6%; Home Ltd, which A&A acquired last July you're looking at a company that has reco- sale programs," Mr Keefe added.
troup Inc., up 9.5%; Tokio Marine & Fire insur- A&A's net income Jumped 674% in the vered We're in a production mode and our Crump's gross revenues rose 387% in the
nce Ltd., up 9.5%; Baldwin & Lyons Inc., up first quarter to $22.1 million from a restated people are in good spirits first quarter-the biggest Jump of any of the
.2%; Northwestern National Life Insurance $13.2 million "We faced some very difficult problems, brokers-to $28.1 million from $20 3 million
:0., up 7.2%; and Old Republic International Rothschild's Mr Wilson noted A&A's re- but our insurers stayed with us, our clients in the first quarter of 1985 Net income
:orp., up 6.5%. The biggest losses were re- sults lagged behind other brokers' because stayed with us and our employees have Jumped 61 5% to $3 2 million from $2 million
orded by Aneco Reinsurance Ltd., down A&A's mix of business has shifted with the worked very hard. It would have been very "The market is still conducive to gains like
6.1%; Arthur J. Gallagher & Co; down 7.8%; acquisition of Reed Stenhouse "and its inter- difficult to do without the support of the Re- this I would be surprised if we continued to
tatesman Group Inc., down 7.1%; Uberty national business is not growing as fast as do- liance people They've been most helpful " gain at this level throughout the year, but we
:orp. S.C., down 6.1%; Crown Life Insurance mestic business because of lower premium Mr Wilson points out that Hall's new busi- might," Mr Stewart said, adding that the
4., down 5%;and American Indemnity Finan- rates elsewhere " ness growth has not been as strong as the brokerage acquired seven agencies during
ial Corp., down 4.7%. The 8/ index rose an av- But, Mr. Keefe adds that "A&A's domestic other brokerages "because Hall has been fo- the first quarter to Increase its presence on
rage of.69% for the trading period, while the operations were up 27%, so they weren't too cusing on taking care of its problems " the West Coast and in the South
lew York Stock Exchange composite rose much off the other brokers, Just slightly "To the extent that management can re- The acquisitions were made on a purchase
!4%. The Dow Jones 30 Industrials fell .49% under " focus on managing its brokerage business, we basis, so some of these agencies' first-quarter
uring the same trading period. He also pointed out that the most recent should see some improvement in its new revenues are reflected in Crump's results

quarter was A&A's "first quarter in a long business growth," he said Mr Weinhoff said that since Crump di-
British Issues time without an unusual item or discontinued Mr Keefe lS more skeptical about Hall. vested itself of non-insurance-related busi-

operations charge 44

Hall's expenses are below their revenues, ness early in the 1980$, "it went into the up-1 Week

6 May Price P/E Div. Yield High--Low Shearson's Mr Weinhoff says his "con- but their profitability is still relatively low cycle squeaky clean "
cerns about A&A boil down to the Alexander and they're not showing the growth of the "Crump had a good quarter in both reve-Companies pence pence % pencepenel

Commt Union 329 299 169 51 332-329 Howden situation I don't know if we have other brokers," Mr Keefe said nues and income," Mr. Wilson said.
GenIAccident 892 162 314 35 897-889 seen an end to these problems," he said, re- .Looking at just its brokerage business all Arthur J. Gallagher's gross revenues in-
adn Royal Exch 933 203 40 7 43 943-930 ferring to discontinued Howden under- by itself, I still think Hall stock should be creased 26 9% to $24 5 million from $19.3 mil-
Royal 914 167 36.7 39 924--917 writing operations that have continued to be sold, but the stock market is strong and stock lion in last year's first quarter Net income
Sun Alliance 763 25.4 236 32 763-743 a drain on A&A's profitability. For instance, in general is going up," he added rose 18 6% to $3 7 million from $3.1 million
Brokers A&A took a $33 8 million charge in the final But Mr Wemhoff is recommending clients Mr Cloherty said Gallagher's growth did
CE Heath 640 86 360 55 640--635 quarter of 1985 to strengthen the operations' buy Hall stock. "It is my belief that Hall's not match some other brokers' because "un-
Hogg Robinson 310 103 134 43 314-310 reserves (BI, March 24) problems are behind it now-they have hke other brokers, 40% of Gallagher's income
JH Minet 250 93 107 42 252--250 Frank B Hall, which also has been solved them or are resolving them," includ- lS from fees "
Sedg Grp 373 138 157 42 373-360 haunted by losses from discontinued opera- ing the "apparent loss of market share " Fees provide "a much more stable base of
Stow Wlightson 403 12.8 157 38 403-400 tions since 1984, had "its best first quarter in At New York-based Corroon & Black income generation," which will show up
Wills Fabir 466 173 12.5 26 466-448 years," Mr. McCaffrey pointed out Corp., first-quarter gross revenues increased throughout 1986, he said
Source Phlilp Olsen/Alan Clifton, Insurance Industry Hall's first-quarter gross revenues in- 30.6% to $80 7 million in 1986 from $61 8 mil- 4,The industry environment is helping us

Specialists Kitcat & Aitken Stockbrokers, creased 13.2% to $116 1 million in 1986 from lion in 1985 Net income increased 114.7% in better sell our full range of risk managementLondon

$102.6 million m 1985, while net income rose the first quarter to $10 2 million from $4.8 products," Mr. Cloherty said. "From our
point of view, our results are right on track
with where we want them to be'

Analysts do not follow results for Gal-
lagher or the other smaller publicly held bro-Bl Industry Stock Report May 7,1986 5/1/86 thru 5/7/86 kers.

Los Angeles-based Emett & Chandler Cos.
Inc, whose merger with Jardine Insurance
Brokers Inc. should be finalized later this

Brokers Pnce % Chg P/E $ Div 96 Vid High Low Vol (000) Pdce 96 Chg P/E $ Div % Yld High Low Vol (000) month, reported a first-quarter revenue gain
of $13.7 million, up 30 5% over the $10 5 mil-

Alexander & Alexander Svcs NYSE 36 50 0 3 0.4 1.00 2 7 36.63 36.38 379 2 Continental Corp NYSE 45 88 3.7 0.0 2.60 5.7 45.88 44.63 940 1 hon last year Net income jumped 42.7% toBaldwin & Lyons Inc OTC 106 00 8 2 53.3 0 80 0.8 106.00* 98.00 26 Crown Life Ins Co OTC 285.00 -5.0 17.2 0.00 0 0 300.00 285.00 0.4
Corroon & Black Corp NYSE 69.00 1 8 21.9 1.30 1.9 69.00 67.88 122 9 Durham Corp OTC 48 00 0.0 13 2 1.36 2 8 48 25 48 00 15.1 more than $1 million from $728,000.Crump E H Cos Inc OTC 24.88 -0 5 21 1 0.25 1 0 25.25 24.75 134.8 Farmers Group Inc OTC 81.75 32 14.7 2.00 2.4 81-75 79.00 530.2 James L Sobieski, vp of administration forEmett & Chandler Cos Inc OTC 18 75 0 0.25 3 0.00 0.0 19.00 18.75 2.2 Fairmont Finl Inc AMEX 24 75 0.0 20.6 0.00 0.0 24.75 23.50 42 5

the brokerage, attributes the gains to "rateGallagher Arthur J & Co OTC 47.00 -7.8 20.3 0.40 0 9 50.00 47 00* 39.2 Fireman Fd Corp NYSE 38 25 2.7 0.4 0.30 0 8 39.00 3713 415 5Hall Frank e & Co Inc NYSE 21 88 -3 8 0.0 0.00 0 0 23.50 21.88 263 6 Fremont Gen Corp OTC 27.75 2.3 0 0 0.48 1.7 28.00 27.75 322 5 increases and our continuing success in new-
Marsh & Mclennan Cos Inc NYSE 107 38 -2 2 24 1 3.00 2 8 108.75 107.38

13;  td e Assurn Co OTC 650.00 0.0 65 18.00 28 650.25* 650.00 01 business growth "Poe & Assoc Inc OTC 19 50 00 0.0 0.80 4.1 19.50 19.50
AMEX 27.50 95 0.0 0.00 00 27.50 25.88 522.6

=====
Hanover Ins Co OTC 62.00 -2 4 39.0 0.56 0.9 62.25 61.75 46.4 He added: "I don't see rate reductions in

AGENTS/BROKERS AVERAGE 45 17

the near future or a tapering off of rate in-Hartford Steam Boiler Insptn OTC 79.50 1.3 12.6 2.00 2 5 79 SO* 78.00 17.5
Conglomerates & Holding Cos. Kans City Life Ins OTC 33.25 23 13.1 087 2.6 33.25* 32.50 38.1 creases.

Kemper Corp OTC 93 75 0.8 16.6 180 19 94.00 93.SO 294.8 Emett & Chandler shareholders will voteLiberty Corp S C NYSE 40.75 -6 1 17.2 0.72 1 8 42.50 40.75 14.3American Express(Firemands Fd) NYSE 59 38 -1 2 13.9 1 36 2.3 61 00 58.25 4,350 2 Lincoln Natl Corp Ind NYSE 55.25 0 7 12.5 2 00 3 6 55 25 54 50 329.5 on the proposed acquisition by Jardine MayAnderson ClaytonRanger/PanAm) NYSE 50 50 -1.0 28 9 0.00 0.0 50.88 50 50* 305.2
Anco Inc NYSE 975 -37 0.0 0.00 0.0 10.13 9 75 627.5 Mission Ins Group Inc OTC 363 00 00 000 00 4.38 3.63 242.0 15 and, if approved, the transaction will beBerkley W R Corp OTC 48 13 1.9 37.2 0.36 0 7 48 13 46 SO 676.9 Monumental Corp OTC 39.38 -3 7 14.0 1.40 3 6 41.25 39.38 1 completed shortly thereafter (BI, Feb 3).CIGNA Corp NYSE 63 75 20 00 2.60 4.1 64 75 63.38 1,261.6 Nac Re Corp OTC 37.25 4.2 0 0 0.00 0 0 37.25 36.75

Nobel Ins Ltd OTC 17.00 6 2 22.4 0.25 1 5 17.00 16 38 578 0 Poe & Associates' first-quarter gross reve-CNA Fill Corp (CNA) NYSE 63.75 -0.2 21 2 0 00 0 0 64.25 63.25 213.3 Northwestern Natl Life Ins OTC 2988 7.2 14.8 0.86 29 29 88* 28.00 326.6
General Re Corp NYSE 117 SO 3.8 36.2 1 76 1 5 117.63 116.75 516.4 nues increased 34 9% to $8 2 million from $6 1
ITT (Hartford Group) NYSE 47.50 0 8 25.8 1.00 2.1 47.50 46.25 2,041 8 Ohio Cas Corp OTC 84.50 5.3 19.6 3.00 3.6 85.00 81.38 148.8 million Net income soared 130 6% to $1 2Sears Roebuck & Co (Allstate) NYSE 44.63 2.6 12.9 1.76 3 9 44.63 43 13 4,045.6 Old Rep Intl Corp OTC 39 13 6.5 14 3 0.78 2 0 39.63 36.63 510 0
Teledyne Inc (Argonaut) NYSE 340.25 -1 7 8.2 0 00 0 0 347.00 340.25 99 9 orion Cap Corp NYSE 36 00 5 1 0.0 0 76 2 1 36 00 34.25 202 5 million from $519,000 in 1985's first quarter.

Protective Corp OTC 22.75 -1.1 12.4 0.70 3 1 23.25 22.75 190.1 In addition, Poe's previously announced 3-Transamerica Corp (Occidental) NYSE 33 75 -3 6 16 1 1.68 5 0 34.38 33.75 868.6 Provident Life & Acc Ins Co OTC 28.25 -0.9 9.8 0.84 30 28.75 28.25 428 6
====. for-2 stock split was effective last week.CONGLOMERATES/HOLDING COS AVERAGE 17 4 1.2 St Paul Cos Inc OTC 92.38 -3.5 27.9 3.00 3 2 93.25 92.25 598 7

Mr. Poe, the brokerage's chairman, attrib-SAFECO Corp OTC 5850 1.7 158 1.60 27 58 50 5713 360 0
sri Corp OTC 22 00 -1 1 0.0 0 80 3 6 22 75 22 00 132 9 uted the company's growth to a blend of rateInsurers
Se,bels Bruce Group Inc OTC 19.63 6 1 0.0 0.80 4.1 19.75 18 75 139 3

Statesman Group Inc OTC 650-71 0.0 005 08 675 650 365 increases and new business, but "heavy on
the rate-increase side About 80% of the gainAetna Life & Cas Co NYSE 60.38 -0 4 13 3 2.64 4 4 60.88 59.63 1.817.8 Tokio Marine & Fire Ins Co OTC 356.00 9 5 67 0 1 05 0 3 356.00 325.00 19 5

American General Corp NYSE 39 38 1 9 12.2 1 12 2 8 39 38 38 38 1,228 2 Torchmark Corp NYSE 32 13 0.8 14 0 0.60 1 9 33.00 31.50 468.3 iS due to rate increases
Amern Heritage Life Invt Co NYSE 40 63 -1 8 14.9 1 32 3 2 41.00 40.63 4S Travelers Corp NYSE 48 88 -2.0 12 3 2 16 4 4 50.13 48 88 1,416.1 "We're looking forward to the next nineAmerican Indty Finl Corp OTC 20.25 -47 00 1.12 55 20.75 20.25 48.1 United Fire & Cas Co OTC 26.00 15 6 650.0 0 80 3 1 26 50* 23.25 283 6
American Intl Group Inc NYSE 124 25 3 8 25 4 0.44 0 4 127.75 122.63 661.5 United States Fid & Gty Co NYSE 41.88 0 6 0.0 2 32 5 5 42 00 41.25 1,646.8 months in the marketplace," he said. "Every
Aneco Reins Ltd OTC 213 -261 0.0 0.00 0 0 2.75 2.13 8.6 Uslife Corp NYSE 41 75 2.5 11.1 1.12 2.7 41.75 40.25 204.0 new day is interesting because of all of the
Avemco Corp NYSE 41 25 06 15 3 0.75 1.8 41 SO 41.25 45 Washington Natl Corp NYSE 34.25 1.1 15 6 1 08 3.2 34.38 33.75 65.4 changes that have been happening. ThingsBusiness Mens Assurn Co Amer OTC 2825 0.0 131 110 3.9 28.75 28.25 109 0 Zenith Natl Ins Corp OTC 28 00 -3.4 0.0 0.80 2 9 28.75 28.00 156 7
Chubb Corp NYSE 73.13 6 9143 4 1.56 2.1 73.38 70.38 473 5 are very positive at this point in time, andCombined Intl Corp NYSE 60 75 1.7 12 6 2.24 3.7 61.25 60.25 319 5 INSURANCE COMPANIES AVERAGE 11 1 22 we're enjoying a really good year We're in a

posture to groom for continued growth
System design Altman Information Systems
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