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update

Manville settles with Peerless

in California asbestos litigation
SAN FRANCISCO-Manville
Corp. has settled with another of its
liability insurers with which it is in
litigation in a California court.
Manville said last week an "agree-
ment in principle" was reached with
Peerless Insurance Co. of Keene, N.H.
Peerless wrote excess insurance for
Denver-based Manville "generally in
the 1950s,"” according to Manville Vp

and General Counsel Richard B. Von

Continued on nezt Page

Profit rebound Mission audit qualified
pending suits’' outcome

Brokers' earnings increase,
but problems still remain

By LINDA J. COLLINS

The long-predicted profit rebound for the publicly held insurance
brokers is finally here, brokers and analysts agree.

However, analysts are quick to point out that despite rising com-
mercial insurance rates, which should hike brokers' revenues and
profits, the brokers' problems are not yet behind them. Increased
effort to place clients' coverages-and sometimes the inability to
find the policy limits sought-could put a dent in the brokers' recov-
ery.

"This is a very difficult market for brokers.. It is chaotic," ex-
plained Joan Zief, vp at Merrill Lynch Capital Markets in New
York.

"Brokers can't get the coverages they need in many cases, they
must deal with cancellations, and they have to work very hard,” she
explained.

Leonard M. Wilson, special limited partner at L.F. Rothschild,
Unterberg & Towbin in New York, echoed Ms. Zief's statement: "It's
hard to know exactly how all of this will shake down. There is some
leakage of the system. Rate increases can have a negative effect
through loss of some business-it's not a one-way street.”

But, Mr. Wilson added: "Big brokers gain market share in a tight
market. The first-quarter results set a pattern. We should see strong
results for the rest of the year."

Brokers admit they are concerned about finding the coverage
their clients desire, but, in general, they say the tightening market
provides them with an opportunity to display their skills and their
clout to clients and prospects.

"Market strength is becoming the key (survival) skill," said Peter
Densen, chief financial officer for Alexander & Alexander Services
Inc. "We are well-positioned as one of the larger players in the mar-
ket."

"We are very optimistic about the next 21,4 to three years with
regard to the operating environment for insurance brokers as a
whole," said a spokesman for Marsh & McLennan Inc.

All eight publicly held brokers reported revenue gains in the first
quarter.

"Overall the trends were quite good, and the brokers continued to
excel in revenues progress," said Thomas G. Rosencrants, director of
research and general partner of Conning & Co. in Hartford, Conn.

In addition, all of the brokers-with the exception of Frank B.
Hall & Co. Inc.-reported increased net income in the first quarter.

Hall's income from continuing operations was up; however, the

Continued on page 4

First.quarter 1985 broker results

(In thousands of dollars)

Gross % Net %
revenues change income change
Marsh & McLennan $322,200 14.5% $43,500 N/M
Alexander & Alexander 148,700 9.4 10,700 24.4%
Frank B. Hall 102,684 8.5 2,007 -47.8
Corroon & Black Corp. 56,732 22.0 4,270 20.6
Crump Cos. Inc. 20,274 36.6 1,973 43.0
Arthur J. Gallagher 19,332 22.9 3,125 a7.6
Emett & Chandler 10,473 23.8 728 313.6
Poe & ASsociates 6,087 1.7 519 0.2

N/M-Not meaningful

Losses from warehouse fire
could reach $200 million

Page 3
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By STEVE TARAVELLA

LOS ANGELES-After pulling off a quick infusion
of capital two months ago that rescued it from near-
death, Mission Insurance Group now is laden with a
qualified audit statement.

Accountant Coopers & Lybrand qualified Mission's
1984 financials, citing the uncertain outcome of two
lawsuits charging that a Mission Insurance Group sub-
sidiary mismanaged a reinsurance pool.

"The absence of such a clean statement has placed a
cloud over the group's head,"
according to court papers
filed May 6 by Mission Insur-
annce Group . 0O

Coopers & Lybrand in- - -Estimate
formed Mission Insurance f
Group in late March that the - 40
company's year-end 1984 fi- ; a
nancial statement would r
have to be qualified because E '=
of the contingent liability 5

created by the lawsuits. 10

Estimate for Iil months only
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ment subsidiary Pacific Re-

insurance Management

Corp., and its insurance subsidiary Mission Insurance
Co. were sued in February in two separate actions by
Ohio Reinsurance Corp. of Celina, Ohio, and Federated
Reinsurance Corp. of Piscataway, N.J.

Both companies are suing the Mission companies to
rescind the reinsurance contracts in which they partici-
pate through a pool managed by Pacific Reinsurance
Management. Missic, Insurance Co. fronted certain re-
insurance policies for some pool members and also re-
troceded risks to other companies.

The lawsuits seek to rescind from inception manage-
ment, reinsurance and retrocession agreements involv-
ing more than 100 reinsurers and Pacific Reinsurance

Pacific Re's escalatina oremium volume

Management and Mission Insurance Co.

The suits also seek damages and legal costs.

The 15-year-old reinsurance underwriting pool
ceased underwriting in mid-1984 with estimated ulti-
mate premiums of $350 million. Over its 15 years, the
pool entered into more than 2,000 reinsurance agree-
ments with about 1,500 ceding companies, according to
court papers.

The pool had 30 to 40 members each year, but the
members changed often.

The management agreements between Pacific and

the seven plaintiffs in the
Ohio Re suit were in force,
collectively, for 38 years.

If the retrocession plain-
tiffs win contract rescission,
Mission Insurance Co. could
be liable for the reinsurance
policies it issued.

.. And, if reinsurance poli-
cies written by Pacific on be-
half of other reinsurers in
the pool are rescinded, those
that purchased this reinsur-
ance would lose their cover-
age. Their recourse could be
suits for damages against Pa-
cific and perhaps Mission Insurance Group.

Mission Insurance Group-MIG-contends in liter-
ally thousands of pages of answers to the Ohio Re and
Federated Re complaints that it should not be held li-
able for the activities of Pacific Reinsurance Manage-
ment. And, Pacific and Mission Insurance Co.-MIC-
argue that any disputes should be submitted for arbi-
tration and not litigated.

In March, MIG orchestrated a $75 million capital in-
fusion from American Financial Group, which owned
49.9% of MIG's stock (BIl, March 18). The additional cap-
ital will increase MIG's 1984 year-end statutory surplus

Continued on page 43

Aetna fires back at Gen Re

with suit over asbestos losses

By STEPHEN TARNOFF

HARTFORD, Conn.-Aetna Casualty & Surety Co.,
hit with a lawsuit by General Reinsurance Corp. claim-
ing that it does not have to pay reinsurance claims for
an Aetna policyholder's asbestos losses, now is suing
Gen Re.

In a suit filed in Connecticut state court April 19,
Aetna contends that Gen Re breached reinsurance cer-
tificates with Aetna by refusing to reimburse it for
losses paid to asbestos defendant Owens-lllinois Inc.

Aetna contends that the reinsurer "repudiated and
continues to repudiate its obligations" to pay Owens-IlI-
linois asbestos claims, which it reinsured from 1960 to
1977.

Aetna also argues that it complied with all of the
terms and conditions of the reinsurance certificates is-
sued by Gen Re and is, therefore, entitled to reimburse-
ment.

The suit asks the court to award unspecified damages
to reimburse Aetna for the money owed under the re-
insurance contracts; interest on any payments Aetna
makes to Owens-lllinois for any liability that the rein-

surance contracts require Gen Re to assume; and the
costs of the suit.

The Aetna lawsuit comes more than two months

after Gen Re filed its suit on Feb. 8 against Aetna in

state court in New York.

The Gen Re suit asks for a declaratory judgment that
it does not owe Aetna any reinsurance payments under
the facultative reinsurance certificates, because Aetna

failed to promptly notify it of asbestos claims against
Owens-lllinois.

Gen Re's suit asks the court to rescind the last two
years in the series of reinsurance contracts because it
contends Aetna, during 1975 and 1976 renewal negotia-
tions, withheld information about claims it had already
received from Owens-lllinois of Toledo, Ohio (BI,
March 4).

Besides filing its own suit in the Hartford court,
Aetna also filed a motion in the New York state court
seeking dismissal of the Gen Re suit, contending that
New York is not the proper forum for the litigation.

The separate seven-page Aetna suit filed in Hartford
asserts that from Sept. 1, 1960, through Sept. 1, 1977,
General Re contracted to reinsure portions or dollar
amounts of Aetna's policies with Owens-lllinois
through facultative reinsurance certificates.

The certificates provided that with respect to the dol-
lar amount or portion of the policies Gen Re would
assume, General Re would "follow that of (Aetna) and
except as otherwise specifically provided. . .be subject
in all respects to all the terms and conditions of Aetna's

Continued on page 44
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Manville settles with Peerless

Continued from previous page
Wald He declined to reveal the amount or other terms of the settle-
ment until final details are worked out

The agreement is conditional upon final approval of a reorganiza-
tion plan for Manville, which sought reorganization in August 1982

Manville already has settled with six of its primary and excess
insurers for approximately $426 million in coverage and cash Man-
ville and other asbestos producers are currently litigating with
about 20 Insurers in California Superior Court in San Francisco

Also, in the first verdict in the California case, the Jury found
Pacific Indemnity Co issued a policy to Fibreboard Corp in 1956
and that the policy limit was $500,000 per person and $1 million per
occurrence and there was no aggregate limit on bodily injury

Pacific Indemnity, a Chubb Corp unit, had claimed the policy
never existed, while Fibreboard had claimed it was issued for 1956

The Fibreboard case is one of several disputes in the trial's first
phase, which addresses in part whether policies actually existed

The company is very happy" with the decision, an attorney for
Fibreboard said An attorney for Pacific Indemnity said the com-
pany is "considering all post-Judgment options "

Agent Orange suits dismissed

NEW YORK-A U S District Court judge has dismissed a lawsuit
against the U S government by seven companies that manufactured
Agent Orange seeking to have the government contribute to last
year's $180 million settlement of a class action suit (BL May 14,
1984)

And, in a separate decision last week, Judge Jack Weinstein also
dismissed the claims of about 280 Vietnam veterans who did not
participate in that settlement

In the suit against the government, Judge Weinstein said it was
- within the government's right not to contribute to the settlement
An attorney for one of the chemical companies said an appeal of the
decision dismissing the suit against the government is likely

In his ruling on the veterans' claims, Judge Weinstein said the
veterans did not demonstrate a link between their exposure to
Agent Orange and any health problems they claim to have suffered
The veterans opted out of the class to pursue their individual cases

An attorney for Monsanto Co, one of the chemical companies,
said the veterans' attorneys have already indicated they will appeal

The chemical companies participating in both suits were Mon-
santo of St Louis, Dow Chemical Corp of Midland, Mich, Diamond
Shamrock Corp of Dallas, Uniroyal Inc of Middlebury, Conn,TH
Agriculture & Nutrition Co of Kansas City, Mo, Hercules Inc of
Wilmington, Del, and Thompson Chemical of Newark, N J

Wellington deadline extended

NEW YORK-A May 29 sign-up deadline by which a group of
insurers and policyholders were to unconditionally endorse an
agreement to establish an asbestos claims-handling facility has been
extended until June 19 The original deadline was Sept 13, 1984,
and the deadline has been extended several times since then

A spokesman for members of the group that have conditionally
signed what is known as the Wellington agreement said the dead-
line was extended because all paper work iS not completed

The agreement would establish a out-of-court facility to handle
asbestos claims and would resolve most of the disputes between as-
bestos defendants and their insurers (BI, April 9,1984)

Fireman's Fund pension dispute

NEWARK, N J -Fireman's Fund Insurance Co will pay $52
million to 1,600 participants in the pension plan of an insurer Fire-
man's Fund bought in 1964, ending a 10-year legal battle

Last week, U S District Court Judge Dickinson Del*voise ap-
proved the settlement, calling for payment of $400 to $38,000 to each
of the participants The average payment will be about $3,000

The dispute began after Fireman's Fund purchased American In-
surance Co of Newark Fireman's Fund froze American's pension
plan, which had a small surplus, and transferred the participants to
Fireman's Fund's plan Litigation developed in 1975 when Fire-
man's Fund said it wanted to terminate the American plan The
plan's surplus by then had grown to $11 million The plan partici-
pants sued, contending the money belonged to them

After payment of the $5 2 million to the participants and various
other fees and payments, the American plan may have a surplus of
$28 million to $30 million, which Fireman's Fund will collect, said
Irvin Freilich of Hannoch Weisman, a Roseland, NJ, law firm rep-
resenting Fireman's Fund

Novato, Calif -based Fireman's Fund, though, believes the re-
manning surplus is substantially less, a spokesman said

The settlement is independent of Fireman's Fund's decision to
terminate its own pension plan to recover $120 million (BI, May 6)

department spokesman says

Igggreat Atlantic & Pacific Tea Co in February (

who is special deputy superintendent of insurance

a

irginia
month approved legislation that is closely patterned

after Vermont's ca‘gtive statute, the most liberal of any tives did no- take any action on captive legislation that

domestic captive la also is modeled after Vermont's landmark 1981 captive

Rep B P Smith, R-Amherst, the author of H B 696

EBC contest entries

By JUDY GREENWALD

ldeal policyholders facing
assumption deal deadline

holders of the Ideal Mutual affiliate in lllinois, Opti-

) mum Insu-ance Co, after reaching an assumption
NEW YORK-Ideal Mutual Insurance Co policy- agreement .vith Dart & Kraft Inc

holders have until Wednesday to reach any assumption And, at least three state guaranty funds have begun
agreements with the New York Insurance Department assessing insurers to cover claims by Ideal Mutual poli-
so that their claims can bypass state guaranty funds, a cyholders in their states, despite a plethora of problems
and uncertainties in handling Ideal Mutual claims fae-

Talks are continuing between major policyholders ing all guaranty funds

who essentially self-insured their risks and the depart- Ideal Mutual was put into liquidation in February,
ment on possible assumption agreements, under which after the New York Insurance Department found the
other insurers would take over Ideal's outstanding lia- insurer was $155 million short of meeting its liabilities

(Bl, Jan 14, 21, 28, Feb 4, 11)
The only agreement so far to be finalized was with Many of -he policyholders whose coverage provided

BI, for reinsurance % ith a captive insurer or reimburse-
ment of Ideal Mutual under paid-loss retrospectively

Some observers doubt there will be any to follow the rated insurance policies have sought to transfer re-

A&P agreement, but Andrew A Alberti in the New maining liabilities from their prior programs to other

York department says there is "a good possibility that insurers and avoid claims payment by state guaranty
we may be able to conclude and effectuate one or two funds

of these by that deadline " The New York department had intended its agree-

Mr Alberti is special counsel to Joseph A LaMonte, ment with A&P to become the standard for such agree-

ments But, each policyholder's arrangement with Ideal

Meanwhile, the lllinois Insurance Department con- differed-from retro plans to fronting for captives with

tinues to negotiate assumption agreements with policy-

Court tells California comp fund
to pay millions to municipalities

By ROBERT A. FINLAYSON

LOS ANGELES-About 365 California cities and counties should
be reimbursed by the State Compensation Insurance Fund for mi.-
lions of dollars in benefits paid to disabled firefighters and police
officers, according to a California Judge

The decision came in a class-action suit filed by 11 cities and coun-
ties on behalf of all California cities and counties whose workers
compensation risks were insured by the state workers compensation
fund.

Plaintiffs' attorneys estimate the fund owes compensatory dam-
ages of at least $78 million, plus punitive damages Attorneys for the
fund, however, say that figure is far too high

A hearing on damages has not yet begun

The suit claimed the state fund was required to pay full salary
benefits for up to one year to disabled firefighters, police officers and
other safety workers mpred on the Job The fund had been paying
only a temporary disability payment to such injured employees
Those payments covered only a portion of the injured workers' sa-
laries, with the municipalities making up the difference

After a two-week trial, Los Angeles Superior Court Judge Eli
Chernow ruled last month the fund was liable for reimbursement of
the full-salary continuation benefits paid by the cities and counties
to injured firefighters, police officers and other safety workers

Athough the fund has paid only temporary disability payments for
Continued on page 40

By JERRY GEISEL

Continued on page 40

Firms settle
blast claims
for $30 million

By MEG FLETCHER

DEDHAM, Mass -Four defen-
dants will pay $30 2 million to settle
litigation stemming from a 1981
fire and explosion at an aerosol can
plant that killed five workers

The plaintiffs had originally re-
quested $68 million, including $15
million in punitive damages, on be-
half of four of the five production
employees who were killed and 14
others who were injured

The accident occurred at a Hol-
brook, Mass, plant operated by
Aerosal Research Lab Inc and
owned by Amadel Corp, affiliates
of Holbrook-based Barcolene Co

The explosion occurred when a
highly flammable propellant used
in aerosol cans, isobutane gas, alleg-
edly leaked during the installation
of a 20-year-old can-filling ma-
chine made by Kartridge Pak Co
of Davenport, lowa

Continued on page 44

New Hampshire acts on captive bill

"There is no reason why we can't do as well as Ver-

mont," which js the fastest-growing domestic domicile,

New Hampshire may Join its neighbor Vermont as a Rep Smith Haid
domicile for captive insurance companies AIthouEh H B 696 was scheduled for a hearing late
in the Senate Insurance Committee, Rep

cal island domicile for captives riva«ling foreign 1Slands Smith was not sure what kind of a reception the bill
will be carried over to the next legislative session

And, a bill that would make Hawaii a domestic tropi- last wee

So far, five states authorize captive insurance com-

The New Hampshire House of Representatives last the state

"I'm very positive about the captive legislation," said law

would get "The Senate is unpredictable," he said

But, Rep Smith believes New Hampshire is a natural
nies Colorado, Tennessee, Vermont, Delaware and captive dorricile because of its proximity to the Boston
financial market and the low cost of doing business in

Across the Pacific, the Hawaii House of Representa-

The Hawaii captive bill, H B 1136, introduced by

Rep Mitsue Shito, D-Waipahu, automatically carries

over to next year's legislative session
The legislation is designed to build Hawaii's position

) ) . as a leader in the world financial market, Rep Shito
Only one week remains to submit entries to the 13th told the House of Representatives

Classifieds
Datebook

Info

Insurance services guide
Letters

London line
Opinions
Perspectives
Products & services
Speaking out
Ticker

index

42 Vol 19, No 19-Bustness In-
32 surance (ISSN 0007-6864) iS pub-
16 lished weekly at 740 Rush St ,
44 Chicago, lll 60611 Second-class
8 postage is paid at Chicago, lll, and
34 at additional mailing offices Post-
8 master Send address changes to
27 Business Insurance, circulation
31 department, 740 Rush St, Chi-
28 cago, Il , 60611, 312-649-5221
45 Copyright 1985 by Crain Commu-

nications Inc

annual Employee Benefits Communications Awards
competition sponsored by Business Insurance

All entries must be received by May 20 to qualify for
the competition, which recognizes outstanding em-
ployee benefit communications programs in five cate-
gories booklets, personalized communications, audiovi-
sual programs, total communication programs and spe-
cial projects

Awards in each category will be presented Aug 5
during the Business Insurance “Communicating Bene-
fits" conference in New York City

The competition is open to all U S and Canadian em-
ployers with no restriction on size To obtain entry
forms and rules for the competmon or Information on
Bl's upcoming conference, contact Ann Vazquez, Com-
munication Services Department, Business Insurance,
220 E 42nd St, New York, N Y 10017, 212-210-0137

Continued on page 33

errors & omissions

* The sample letter that appeared in the April
29 Perspective section concerning the taxation of
employee benefits was drafted by Personnel Re-
search Associates of Verona, N J The Perspec-
tive articie wrongly credited Pension & Group
Services Inc in Kalamazoo, Mich Donald G
Lightfoot a vp at Pension & Group Services and
author of the Perspective article, regrets that
credit for the sample letter was not properly at-
tributed in the Perspective article



Warehouse fire losses may

By MICHAEL BRADFORD

PORT ELIZABETH, N.J.-Dozens of insurance
companies, adjusters and tenants are still tallying the
damage from a February fire at a 500,000-square-foot
warehouse that may be the worst fire loss at a single
site in U.S. history.

Unofficial estimates have put losses at between $100
million and $200 million. If losses top $100 million, the
Feb. 21 fire at the 15-year-old structure would be the
largest fire loss at one building in U.S. history, accord-
ing to the National Fire Protection Assn.

A 1982 fire that destroyed a K mart Corp. distribu-
tion center in Morrisville, Pa., resulted in a $100 mil-
lion loss of property and merchandise (BI, July 19,
1982).

But, no one expects a final damage tally to be com-
pleted soon at the New jersey warehouse, which was
owned by a partnership that leased space to three
major tenants, which in turn subleased space to some
50 other companies.

"It will be a long time before there is a reliable indi-
cator of how much was lost," said Norman Sade, an
attorney with Bud Larner, Kent, Gross, Picillo, Rosen-
baum, Greenberg & Sade in Short Hills, N.J., the law
firm that is representing the owners of the warehouse,

MTM Partners Ltd.

"We've heard from $100 million to $200 million,”
Mr. Sade said, referring to estimates of the loss. "There
was a lot of ocean cargo and Japanese products, some
of it quite expensive," he said.

One attorney investigating losses for an insurance
company called litigation in the accident "a lead-pipe
cinch."” Another said, "l think we will eventually see
the most complex litigation ever in the New Jersey

courts.”

Continued on page 42

The fire, which destroyed the massive Port Elizabeth warehouse, burned

The system's a mess’

State regulations muddy work comp waters: Self-insurers

By CAROL CAIN

CHARLESTON, S.C.-Employers and state regulators agree
the workers compensation system for self-insurers is a mess
and say everyone must share the blame.

"Unless you have gone through trying to get a company
self-insured. . .you won't realize what a screwed-up mess it is.
Nothing is done the same way twice," said John J. Molloy,
manager of workers compensa-

tion for K mart Corp. in Troy,
Mich.

"I've called two states to ask
for the requirements and they
asked: 'What do you think they
should be?'. . . .I've had states
ask me: 'What do you think the
excess (insurance) should be?™
said Mr. Molloy, noting that K = e ~anionac

mart self-insures its workers

counNcIL oF

compensation risks in just about
every state.

Self-insurance of workers
compensation risks is regulated
by individual states. The prob-
lems of dealing with those various state regulations were dis-
cussed by Mr. Molloy and other speakers during the annual
meeting of the National Council of Self-Insurers, held April
28-May 1 in Charleston.

In order to self-insure, an employer usually must post a se-
curity deposit-generally in the form of a surety bond or letter
of credit-with the state. And, the employer must have excess
insurance, but the amount of the deposit and the excess insur-
ance required vary from state to state. Employers also must

1| State and federal issues affecting employers that

1 self-insure their workers compensation risks were

hom

tended the event, at which state work comp regula-
tors explained their problems to the self-insurers.
Meeting coverage continues on pages 10-22.

supply various financial data to the state and often have to pay
taxes and assessments.

The regulation and administration of these self-insurance
requirements usually is handled by the state workers compen-
sation commission or bureau, which often is part of the state
Department of Labor or Department of Commerce. In less
than a dozen states, however, self-insurance of workers com-
pensation is regulated by the Department of Insurance.

Two state workers compensa-
tion administrators-the current
president and the immediate
past president of the Interna-
tional Assn. of Industrial Acci-

among topics dis-
cussed at the annual

meeting of the Na- dent Boards & Commissions-

tional Council of also spoke at the NCSl's annual
meeting, giving the regulator's
side of the story.

"We've got problems within
the system," admitted Will S.

Defenbach, president of the
IAIABC and chairman of the

Self-lInsurers, held
April 28-May 1 in
Charleston, S.C.
Some 165 people at-

Idaho Industrial Commission in
- Boise.

He noted that the docket of
disputed claims is getting crowded, cases are becoming more
complicated and the value of claims has gone up by "hundreds
and hundreds of percent."

Part of the problem, he said, is the increase in workers com-
pensation litigation.

"For a claimant to have a good lawyer, most of the time is to
the advantage of the claimant,"” said Mr. Defenbach, himself
an attorney. "But we're seeing more and more protracted
Continued on page 14
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hit $200 million
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out of control for 14 hours and smoldered for days.

New rate system

for workers comp
set in three states

By CAROL CAIN

A new system of computing workers compensation
rates for construction job classifications is slated to go
into effect July 1 in Oregon, lllinois and Maryland.

Employers in other states and in non-construction
industries are expected to keep an eye on the new rat-
ing system, since some believe it might be adopted by
other states that then may use it to calculate rates in all
job classifications.

Some of these other states already are considering
the concept for the construction industry and may
have it in effect by year-end, while others are looking
at either of two other options:

= Capping the amount of payroll used to compute
work comp rates.

- Basing rates on the number of hours worked by
employees.

The plan approved by insurance departments in Or-
egon, lllinois and Maryland-known as the Loss Ratio
Adjustment Program (LRAP)-allows for the use of
an additional credit or debit factor on top of experi-
ence modification credits or debits when an em-
ployer's workers compensation premium is calculated.

An employer's loss ratio from the three previous
years is used to figure both the credit and debit factors.

Under LRAP, total premiums collected in the state
would remain the same. However, employers with a
good loss experience would presumably pay lower pre-
miums, while those employers with a bad experience
record would pay higher premiums, said Robert L.
Hilton, senior vp with the National Council on Com-

Continued on page 38

Employers rally workers to fight benefit tax

By DIANNE LYNN KASTIEL

Employers are starting to call out the
troops-namely thousands of their employ-
ees-to help defeat proposals to tax employee
benefits.

"We're urging our employees to write to
their senators and as many representatives as
they can," said Jerry Murbach, manager of
benefits planning at First Interstate Bank-
corp in Los Angeles.

"We want to have the people who would be
the most affected be the ones to write to Con-
gress. We thought (they) would be the most
eloquent voices to be heard in Congress," Mr.
Murbach said.

A small, but growing, number of employ-
ers-including First Interstate, FMC Corp.
and Tenneco Inc.-are organizing their own

grass-roots effort to dissuade the federal gov-
ernment from taxing employee benefits.

And employers that want to launch an em-
ployee lobbying effort on their own can use
already existing programs designed by bene-
fits organizations and insurer trade groups to
spread the word among employees.

Although these programs take varied ap-
proaches, all have the same goal: to convince
congressmen to vote against proposals to tax
benefits.

For instance, as part of its plan to overhaul
the Internal Revenue Code, the Treasury De-
partment has proposed taxing employees on
employers' health insurance contributions
that exceed $70 a month for individual cover-
age and $175 a month for family coverage.

The Treasury plan also would tax employ-
ees on employer contributions for term life

insurance, dependent child care, van pooling
and group legal benefits, as well as wipe out
401 (k) salary reduction plans and tax-free
cafeteria benefit programs (BIl, April 8; Dec.
3,1984).

First Interstate's effort began a few months
ago when the company's senior personnel ex-
ecutive, Jerry Shott, wrote letters to the
chairmen of each of the company's 35 affili-
ates. The executives were urged to write
their U.S. senators and U.S. representatives
and voice their opposition to taxation of em-
ployee benefits.

Then, the company's 36,000 employees also
were asked to write their legislators, and
were provided by the company with three
sample letters upon which they could model

their own.

The company is planning a follow-up mes-

sage in its newsletter, Mr. Murbach said, "just
to remind people to write if they haven't al-
ready."

Having embraced a "strength in numbers"
philosophy, the company is considering in-
volving its retirees in a future letter-writing
campaign. It also may launch another cam-
paign solely in opposition to the proposed
elimination of 401 (k) plans.

"We're just doing our bit to keep benefits as
untaxed as possible," Mr. Murbach said.

Chicago-based FMC Corp. conducted a let-
ter-writing campaign similar to First Inter-
state's in January. The company's 16,000 sala-
ried employees were sent letters, signed by
FMC Chairman R.H. Malott, asking them to
make their views on benefit taxation propos-
als known to their representatives.

Continued on page 39
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Brokers' results

Continued from page 1

broker's bottom-line profitability
was damaged by a $2.95 million loss
attributable to Jartran Inc., Hall's
truck leasing subsidiary that re-
cently emerged from Chapter 11
reorganization proceedings.

At Marsh & McLennan, the larg-
est of the brokers, gross revenues
rose to $322.2 million in the first
quarter of 1985 from $281.3 million
in 1984, a 14.5% increase. The bro-
ker reported net income for the
first quarter of $43.5 million, com-
pared with a $28.3 million loss in
the first quarter of 1984. That loss
was attributable to unauthorized
investment activities that triggered
a $110 million unusual first-quarter
1984 charge (BIl, June 25, 1984).

Herbert E. Goodfriend, securities
analyst for Prudential/Bache Se-
curities Inc. in New York, said that
"as a consequence of their very
strong first quarter, we have raised
our estimates for Marsh & McLen-

nan for the year."

"On the insurance services side,"”
an M&M spokesman said, "there
was a gradual increase in earnings
beginning in the fourth quarter of
1984. Now there is dramatic up-
ward movement, although this is
somewhat offset by the limited
market capacity in some lines for
the large risks we are trying to
place."

He said capacity problems have
forced M&M to redirect much of its
efforts to the location of markets
for certain risks. But, in spite of this
shift in focus, M&M is still ex-
periencing strong new business
growth, he said.

Alexander & Alexander reported
gross revenues of $148.7 million for
the first quarter of 1985, up 9.4%
from $135.9 million in 1984. The
broker's net income rose to $10.7
million in the first quarter, a 244%
increase over the $8.6 million A&A
reported in first-quarter 1984.

"Alexander & Alexander's earn-

ings were up, but we were disap-

pointed in them" said Mr. Rosen-
crants of Conning & Co. "Their
earnings improvement didn't meet
my expectations because of their
weak revenue growth."

However, Mr. Goodfriend of
Prudential/Bache Securities said:
"A&A was in line with our expec-
tions. Their slower gains are un-
derstandable because they are
more decentralized, and it takes
longer for improvements to show. |
expect improvements in their re-
sults over the rest of the year."

A&A's Mr. Densen said: "Our
first-quarter results indicate very
strong operating results, in line
with our expectations."

He said A&A is continuing to see
rate increases and is having "more
difficulty in completing coverages,"
which delays placement.

Hall's gross revenues increased
8.5% to about $102.7 million in the
first quarter of 1985 from $94.7 mil-
lion in the first quarter of 1984.
However, the broker's net income

dropped 47.8% in the first quarter

XXX XXX)*XXXX rror

vm:#mm6

of 1985 to slightly more than $2
million from the previous yea fs
$3.85 million first-quarter figure,
due to losses from Jartran.

In contrast, Hall's income frcm
its insurance services operations for
the first quarter was up 26.5% to al-
most $5 million in the first quarter
of 1985 from nearly $4 million in
first-quarter 1984.

Stanley Martinez, Hall's senior
vp of finance, said: "We are pleased
with the insurance services results
and feel that those results speak to
the improvement of conditions in
our industry." He would not com-
ment on Jartran, saying it was bo
early to make predictions on t-le
subsidiary's future performance.

Analysts had mixed reactions to
Hall's first-quarter report.

"Hall had the only low earnings
results,” Mr. Rosencrants said.
"They were disappointing and
caused me to lower my estimate.”

He said Hall "is no longer a pure
brokerage play. Management is
spending a lot of time on JartrE n,

DIGITAL LIKES OUR PROGRAM.

It doesn't take a computer to figure out why AAU's aviation

insurance programs are unsurpassed in the industry Or why we're
the choice of so many fast-paced companies like Digital Equipment
Corporation. Simply add it up for yourself Fast, creative under-
writing. Highly efficient claims service.Plus a 50-year reputation of
financial strength and stability. No wonder Digital Equipment
Corporation has been on_|ine with us since 1973.Togetthe com-

plete story on all our programs and how they can AA-/ ||
interface with your clients, contac
nearest AAU office. FIY

our /I/1.
G RRSr CLASS

ASSOCIATED AVIATION UNDERWRITERS. 90 JOHN STREET. N.Y. N.Y. 10038 - ATLANTA, CHICAGO - DALLAS ‘- DETROIT, KANSAS CITY - LOS ANGELES - SAN FRANCISCO - SEATTLE

Hall is now a hybrid insurance bro-
ker. When classifying insurance
brokerage firms, you might want to
put Hall in a separate category."

According to Mr. Wilson, the
"first quarter of 1985 was a fairly
satisfactory quarter for insurance
brokerage revenues for Hall."

Corroon & Black Corp.'s first-
quarter revenues jumped 22% to
$56.7 million for first-quarter 1985
from $46.5 million in 1984. Its net
income increased 20.6% to $4.27
million in the first quarter of 1985
from $3.54 million in 1984.

The broker realized this first-
quarter gain despite declaring "an
estimated loss on disposal” of
nearly $2 million stemming from
the decision of Minet Holdings
P.L.C., the Lloyd's broker in which
C&B holds a 20% interest, to dis-
pose of its Lloyd's underwriting
agencies (see story, page 34).

"l would be very surprised if the
momentum that seems to be build-
ing would reverse itself before the
end of the year. We expect to see
continuing improvements in our
operations," said Stephen Crane,
senior vp and chief financial offi-
cer for Corroon & Black. "We've
done a good job of soliciting new
business, and now it's paying off for
us. Our results were in line with
our expectations."

The Crump Cos. Inc. reported
first-quarter 1985 gross revenues of
about $20.3 million, a 36.6% jump
from $14.8 million in 1984. Crump's
net income for the quarter was
nearly $2 million, a 43% increase
from $1.4 million in 1984.

James M. Power, Crump's presi-
dent and chief operating officer,
said that one of the reasons for its
gain is that two agencies it acquired
in the second quarter of 1984
boosted the brokerage firm's 1985
first-quarter income.

"This large of an increase proba-
bly won't hold true for the rest of
the year. . .but we will have a good
strong year," he said.

He said other strong contributors
to earnings are its excess/surplus
and reinsurance operations.

Arthur J. Gallagher & Co. had an
increase in gross revenues of 22.9%
for the first quarter of 1985, to $19.3
million from $15.7 million in 1984.
Its first-quarter net income in-
creased 47.6% to $3.1 million in 1985
from $2.1 million in 1984.

"Gallagher showed a husky pace
of gain," observed Mr. Goodfriend.

Patrick Gallagher, the firm's vp,
said, "We're extremely satisfied
with our results, | think they speak
well of the position we are in. We
have been talking about the need
for risk management and self-in-
surance when the market hard-
ened," he said.

Mr. Gallagher added, "We offer
one product that most of our com-
petitors do not-the ability to help

our clients establish self-insured
funds. When there is no insurance
available, someone still has to step
in and handle claims, tell them how
to fund a self-insured plan, etc."

Gross revenues for Emett &
Chandler Cos. Inc. increased 23.8%
to $10.5 million from $8.5 million in
1984. Its net income soared 313.6%
in the first quarter to $728,000 from
$176,000 in 1984.

Lawrence H. Patton, vp and
chief financial officer for Emett &
Chandler, said: "All of our start-up
operations are now beginning to
mature. We are seeing the results
in our income as these operations
begin to come into their own."

Poe & Associates Inc. reported
only minor increases in net income
and gross revenues for the quarter.
Its gross revenues rose to slightly
more than $6 million in 1985 from
slightly less than $6 million in the
first quarter of 1984. Its net income
rose to $519,000 in first-quarter
1985 from $518,000 in 1984.

A spokesman said Poe's actual
experience was better this year, but
"two or three extraordinary items
inflated last year's first quarter re-
sults. We expect improvements
through the rest of the year.” .
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Sometimes it seems that there are more
tonsillectomies in this world than tonsils.

It would be laughable except that over-
treatment helps drive up medical costs,
which, as any employee benefit manager

knows, is no laughing matter.

At Connecticut General, a CIGNA
compan¥ we're not simply wringing our
hands and raising our rates. We're doing
something to help contain costs.

Our Medical Management Information
system pinpoints overtreatment through
DRG-based analysis. For example, are
your employees exceeding the expected
length hospital stay for their diagnosis?
Which providers routinely admit on Friday
for Monday surgery? Is there an excess of
short hospitalizations that could have
been outpatient procedures?

Information like this, along with utiliza-
tion review programs and employee edu-
cation, helps our clients hold down their
costs. We have instituted a hospital pre-
admission certification program in many
areas around the country with more on
the way That's a great step in cost con-
tainment because we are examining
treatment plans before charges are
incurred.

If you'd like to know how we can help
reduce your company's costs or want
more information, call your broker, your
local Connecticut General representa-
tive, or call Chip Sharkey, Marketing Vice
President, at (203) 726-8500.

Benefit costs won't be contained by
providing bigger and bigger bandages,
but by finding the correct programs for
your company's needs.

Connecticut General Life Insurance Company
a CIGNA company

CIGNA
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opmions

Don't pass up this opportunity

OST EMPLOYEE BENEFIT MANAGERS are We can't imagine any corporate management refus-
passing up a one-time snap opportunity to influ- ing such a proposal

. business
msurance®

Reporting weekly for corporate risk,
employee benefit and financial executives

Publisher. Alfred Malecki (New York)

ence public policy and to shine in front of their man- Starting the program also will polish the employee Editor Kathryn J Mcintyre, ARM (chicago)
agement and employees benefit department's image with employees, an image Manag,ng Ed,tor James M Burcke chicago)

They aren't informing their employees about propos- becoming somewhat tarnished with successive benefit
als to tax employee benefits and ways to lobby for the cuts and a harder line on medical claims payments
preservation of tax-free employee benefits Informing employees about the benefit taxation issue

They should be-for the cause and for themselves and helping them lobby against it with suggested let-

Everyone agrees that congressmen listen most to ters will help rebuild the benefit department's image as
their constituents the voters To convince Congress management that cares about employees and the value
that employee benefit plans should remain tax-free of their benefit programs
will take an outpouring of lobbying by the people who But, as we report this week, so far only few benefit
send the members to Congress managers are seizing this opportunity Frankly, this in-

Employee benefit managers are in the best position ertia surprises us
to inform the public on the issue Benefit managers are generally pretty organized

Employee benefit managers who act not only will folks, SO, It can't be that the benefit managers don't
help influence public policy on benefit taxation, but know how to develop a program to encourage employ-
also will promote their own interests ees to lobby

Developing a program for employee lobbying and Benefit managers also are generally pretty good
taking it to top management will enhance the visibility communicators, since communicating employee bene-
of an employee benefit manager And it won't be in the fits is part of their Jobs So it can't be that they don't
context of reporting the bad news on higher benefit know how to present a lobbying proposal to manage-
costs or with a hand out for more money for a new ment or how to develop the program for employees
benefit plan A benefit manager who proposes such a So there's really no excuse for any benefit manager
program will be exhibiting proactive management, an not to act Unless, of course, you're a benefit manager

esteemed trait who wants benefits taxation

letters

'Quick answer' on waste-site cleanup is flawed

To the editor Speaking only for myself, pleted surplus (One current estimate sug- much more complex and contentious
the editorial on Superfund called "A gests that about one-third of the entire issues of whether the cost is covered by
Quick Answer Is Needed" (BI, April 22) property /casualty industry's surplus insurance, and, if so, whose and in what
contains one serious flaw It suggests that would be needed merely to clean up measure This is likely to necessitate pro-
the insurance industry should "cover EPA's 1,800-site "baseline" ) Moreover, tracted and costly litigation over the
their policyholders' share of the cleanup the result would be to transfer the liabili- cleanup of every one of the thousands of
costs " If so, the suggestion IS neither equi- ties of thousands, or tens of thousands, of sites identified or to be identified as con-
table nor sensible polluters to a much smaller number of in- taining hazardous waste

Most of the costs involved arise because surers Surely, this is the antithesis of in- Two likely results will be to delay
insureds for years have been dumping the surance cleanup of existing sites and to discourage
wastes that are generated by their normal Worst of all, this exercise is potentially the establishment of the financial respon-
operations Their conduct lacks the ele- self-defeating Insureds can doubtless sibility system for hazardous wastes con-
ment of fortuity that is an essential ele- dragoon their general liability insurers templated by the Congress Your proposal
ment of insurance Moreover, it has long Into defending them in hazardous-waste for apportionment of the cleanup costs for
been clear that the insurance industry did site cleanup cases However, this will only all hazardous-waste sites appears to over-
not intend to cover such exposures in complicate and delay the process of clean- look these fundamental difficulties
their general hability wordings To re- 1ng up the sites Preliminarily, it becomes James A. Greer Il
quire these insurers to pay the costs of the insurers' duty to provide a vigorous New York
cleaning up pollution generated by their defense, typically under reservation of
insureds' normal operations is hardly rights because there are serious coverage * Editor's note The author 23 a partner
right issues with LeBeouf, Lamb, Lezby & MacRae in

It is also not very sensible If successful, Experience also suggests that the pres- New York but he stresses that these views
the effort would drain substantial sums ence of the insurers shifts the focus from are his own and not necessarily those of
from the liability insurers' already de- arriving at a sensible cleanup plan to the hzsfzrmor the jirm's clients

Insurers simply cannot afford to pay for hazardous-waste cleanup

To the editor The proposal in your edi- dollars Unfortunately, it I: considerably ums
torial (BI, April 22) that the insurance in- more billions than the surplus of the U S In the end It does not matter whether
dustry should have tO Cover its pollcy- property/casualty industry the money comes from the taxpayer's
holders' share of the so-called cleanup If those who, like you, should know pocket or the consumer's pocket, since
costs of many of the nation's hazardous- better add encouragement to a system these pockets are in fact the same and it iS
waste sites is certainly a quick answer that IS already intent on finding coverage from this pocket that the money must
However, as with many quick answers, It where none was given and then spreading eventually come
is not a particularly good one' coverage over sufficient years to satisfy The problem is a fair-seeming method
You are careful to omit under which its Own Inflationary demands, it is mevi- of collection The fatal flaw with your
type of coverage these huge potential table that major U S insurers will either suggestion is that it cannot work and may
costs should be met This is Only to be ex- file Chapter 11 to protect themselves or bankrupt the U S insurance industry

pected The most likely candidate to foot become insolvent Dr. R.M. Aickin
the bill is the comprehensive general lia- In either event, they will not be able to Director
bility policy There is no Justification for fund these costs while they collect the ERAS (International) Ltd
attributing these costs to a general habil- billions needed through increased premi- London

tty policy any more than costs of car
maintenance should be metby an aute Experience rating available for small groups

The question is not "Who should pay'>" To the editor Richard C Mattingley of groups to a more limited extent to derive
but "How can the money be put togetherv" Ruland & Mattingley in his letter (BI, their renewal premiums
You correctly judge the cost as billions of Feb 11) feels that experience rating is not Also, cost-containment efforts of any
available to groups of 50 lives or so and insured plan do ultimately benefit em-
that cost-containment measures will not ployers These features lower the in-
benefit employers surer's loss ratio, which eventually filters

First of all, I'd like to mention that down to the employer in lower-than-av-
Manufacturers Life (an A-plus Best-rated erage rate increases This is the essence of
company) and US Administrators of Cal- the Manufacturers/ USA Patient Pre-
ifornia have recently launched a mul- certification Protection Plan

Business Insurance welcomes let-
ten from its readers Please keep
your comments as bnef as possible
We reserve the nght to edit letters
for clarity or space We wilt not

publish unsigned letters Send your tiemployer trust for 3 to 99 lives in which Jerry Loterman
comments to Letters to the Editor, 5 : .
. we use the group's past experience to cal- Associate Actuary
Business Insurance, 740 N Rush St, N . . i L
) culate the group's renewal premium Group & Pension Benefits Division
Chicago, 11l 60611 (without using experience refunds) Also, The Manufacturers Life Insurance Co

we will use the experience of smaller Toronto
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SOME mMmIES
ARISK ANAGER

TMES TOMANAGE
w, I Hou T us.

No one envies the job of a risk managen

Because planning forthe unknown is nerve-
racking. Especially in today's state of the insurance
business. And some risk managers have even more to
worry about than others. Because they try to manage
without GAB.

At GAB, we've been helping insurers face the
unknown for 100 years. We'vehelped them successfully
manage all kinds of claims from leaky ceilings to the likes
of Thme Mile Island. And from minor back strain to major
chemical exposures.

What's more, we've always made it our policy to
be over-attentive to our clients, as well as to our clients'
clients. Maybe that's why we've become the number
one independent insurance service organization inthe

country.
So call Paul Dougherty at GAB, 201-993-3790.

And have a little less to worry about GA B
Bemusela yourmoner
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Regulators, self-insurers diagnose system'’s ills

Continued from page 3
hearings. . . .Some of these lawyers
are driving these cases for financial
gains.

"But not all the blame rests with

the claimant's bar. Some insurance

companies and some self-insured
employers have contributed to the
problems by treating claims as tort
claims, rather
F.1 than as workers
— . r— compensation
claims," accord-
ing to Mr. De-

fenbach.
AnNnd, he ad-
mitted, some of
the problems

4" may ke the fault

Mr. Defenbach trat6rs them-

selves.

"Perhaps we've been too slow,"
he said.

But, another state workers com-
pensation administrator notes that
some of the caution on the part of
state regulators is caused by the re-
cent rash of bankruptcies of self-in-
surers.

"Insolvency and bankruptcy-
these words strike fear in the heart
of all of us,"” said James C. Pullin,
secretary-treasurer of the Georgia
State Board of Workers' Compen-
sation in Atlanta.

"My main concern is that self-in-
surers and insurers pay claimants’'
benefits in timely and legal
amounts, and that they have the
money to do so," Mr. Pullin ex-
plained.

Mr. Pullin said he favors an "in-
solvency pool" or guaranty fund
for self-insurers "to be used if

needed.”

"We are approached by those

(employers) that want to self-in-
. They think they will see an
immediate savings in dollars, but
they don't see the liability,” Mr.

Pullin said.

sure. .

He also would like to see regula-
tions that would require third-
party administrators of self-insured
plans to make state administrators
aware of any fi-

nancial difficul-

ties of the erm—

—_— —m -
there's a prob-

lem until claim-

ants start call-

ing," Mr. Pullin

NMr. Pullinm M -. Pullin

ployer.
"Many times
we don't know

added, however,

that most states don't have ade-
quate personnel to audit or monitor
self-insured accounts.

Mr. Molloy and other self-insur-
ers agree.

"TBut self-insurers them-
selves. . .don't even have adequate
administrators. We're going to have
to start policying (third-party ad-
ministrators). They should be certi-
fied. If we don't start doing it, (state
regulators) will do it for us,” Mr.
Molloy said.

Mr. Pullin said that state regula-
tors should push for adoption of the
IAIABC's model set of rules and
regulations for workers compensa-
tion administrators. The model
rules were adopted by the associa-
tion in 1980.

The model calls for setting sev-
eral requirements an employer
must meet in order to self-insure.
Those requirements are in several
areas, including:

Call us at the telephone number most convenient for you.
Los Angeles 213/642-1999 / 800/421-2022
St. Petersburg 813/823-2666 / 800/237-6361

- Ratio of tangible net worth to
annual self-insurance retention.

= Ratio of current assets to cur-
rent liabilities.

- Ratio of debt to tangible net
worth.

« Profit and loss history.

= Organizational structure and
managment background.

« Compensation loss history and
proposed excess insurance cover-
age.

- Ratio of net worth to annual
compensation premium.

« Guarantee of the parent com-
pany that the parent will be re-
sponsible for the liabilities of its
subsidiary.

*« Surety bond or other security.

= Claims administration.

- Safety engineering program.

However, some self-insurers said
that it is impossible to set arbitrary
prerequisites for self-insurers, as
the IAIABC model suggests.

For instance, the financial ratios
in the food industry are not the
same as those in manufacturing,
but workers compensation admin-
istrators do not consider those dif-
ferences when drafting regulations,

noted Douglas F.
Stevenson, a
Chicago attor-
ney who repre-
sents the lllinois
* 1 Manufacturers
Assn. Mr. Ste-
venson also is
executive direc-

tor of the NCSI.
E=1 TStates are

Mr. Minnick trying to come
up with blanket
standards for ease of administra-
tion,"
an attorney with LTV Steel Co. in

said Daniel Minnick, who is

Cleveland and the outgoing presi-
dent of the NCSI.

But, Mr. Minnick said states
should review the financial situa-
tion of each employer that is seek-
ing to self-insure. And, if the em-
ployer's financial condit:on is
found to be adequate, then that em-
ployer should be granted the privi-
lege to self-insure, Mr. Minnick
said.

"If there's a problem, then addi-

tional securities could be required,"
he noted.

But, Mr. Minnick and other em-
ployers echoed Mr. Molloy's call for
employers to become active in the
area of self-insurance regulation
now, instead of
waiting for new
regulations to be
handed down or
for the responsi-
bility of admin- - ——
istration of self-
insured pro-
grams to be .

shifted to state % :
insurance de- _ .O L
partments. Mr. Molloy

"They're start-
ing to apply insurance rules to self-

insurance already,"” Mr. Molloy
said.

"And there's a movement afoot
to put this regulation under insur-
ance departments, to be regilated
like insurance,"” he said.

He suggests self-insurers set up a
program of reserves using a loss de-
velopment factor. Loss develop-
ment factors are used to predict the
ultimate cost of workers compensa-
tion claims.

Loss development factors help
account for the fact that liability
loss reserves are estimates anc that

these estimates are likely to differ
from actual final losses. The loss
development factors are based on
the historical difference between
estimated loss reserves and actual
losses paid.

This type of reserving should
provide for the injured worker and
satisfy regulators, according to Mr.
Molloy.

"Loss development factors will
be the coming thing," predicted Mr.
Molloy, explaining that this loss re-
serving method is based on empiri-
cal actuarial data rather than on a
company's individual case experi-
ence.

But the main problem in setting
up such a reserving program is
finding an actuary that knows
about self-insurance "and won't re-
serve like an insurance company,”
Mr. Molloy said. He added that the
National Council on Compensation
Insurance-the New York-based
workers compensation ratemaking,
research and statistical organiza-
tion-helped him in setting up K
mart's work comp loss reserving
program.

Both the NCSI and the IAIABC
are continuing to work together to
develop regulations for self-insur-

"A lot of these problems are
(self-insurer's) problems, for failing
to participate (in the regulatory
process)," said Joseph E. Burns,
manager of workers compensation
for Aluminum Co. of America in
Pittsburgh. Mr. Burns also is the
NCSI's new president.

Mr. Burns encouraged employers
and self-insurers to discuss workers
compensation with state adminis-
trators in an effort to develop fair
and workable regulations. .

STRUCTURED SFITLEMENI
BECAUSE IT'S YOUR OR
TO KEEP P.I. CIA MS

rACT 1: The Rand Cor-

poration's Institute for Civil Justice reports
that payments for personal injury claims at
jury verdict are, on average, four times
higher than pre-verdict settlements.

FACT 2: According to the Risk Management

Foundation. the earlier a claim is followed

up, the less likely it is the claim will mature
= into costly and time-consuming litigation.

What do these facts have to do with Struc-

tured Settlements? Just this: Putting a struc-

ture on the table early may help keep a
claim out of court. It can offer a remarkable

settlement package for less than the value
assigned to the claim. And it provides
dependable long-term security for the plain-
tiff. In addition, Structured Settlements are

attractive to many claimants because
payments are tax-ftee.

Rich Carroll, or another of our equally
qualified consultants, will be pleased to at-
tend your settlement conference. As a
negotiator on your team. At no cost.

THE

SrRUCrURII)

SEITLffMENTS.

Ofices in Boston « Chicago * Cincinnati - Dallas « Kansas City «

Ins Angeles « New York ¢ San Franoisco . St. Petersburg
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for high-performance
iNSUrance Serviges..
omart management
plays the course
with Frank B.Hall.

Think about it. Your best golf
shots are the ones you plan most
carefully. The same technique
applies to your corporate insur-
ance protection. Keeping hard-
earned business assets on
course takes well-planned risk
management. That's why smart
insurance decision makers rely
on Frank B. Hall. The high-per-
formance insurance services
company with a sixth sense abil-
ity to analyze corporate risks,
design creative programs, invent
new insurance products and fol-
low through with ever-present
service.

We're Frank B. Hall, the cre-
ative force in our industry. The
company with ingenuity and
professional substance. Frank
B. Hall. For all forms of business
protection. Insurance placement.
Reinsurance. Self-insurance. E&S
lines. Employee benefits consult-
ing. Claims management. Envi-
ronmental risk management.
Special risks coverages. And
21st century insurance products
of all kinds.

When planning your next cor-
porate insurance move, survey
the course carefully. Then drive
straight to Frank B. Hall. Where
talent, professionalism and plan-
ning determine high performance.

Photographed at Casa de Campo golf resort, La Romana, Dominican Republic.

FRANK B HALL & CO E& &=
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CPT DRG Assignment Software

Health Systems Internitionall developers of the DRG Patient Classification Scheme,

offers its CPT DRG Assignment Program u sing CPI (Current Procedural Terminology).

Correct DRG assignment is critical to any cost containment efforts. HSI® CPT DRG

Assignment software is completely compatible with the Medicare DRG definitions.

HSI

HSI's CPT DRG Assignment software is currently
used by leading insurers and third party administrators.

You can be sure of correct DRG assignment
with HSI's CPT DRG Assignment software.

Hralth Sy,tenis Initernallonal

Airpor.tte Headquarti-r%
100 81-und.:'
New lim-il, Curnecticut 06511
424)3 (2-2101

info

< A comprehensive exam_nation
of the major changes affecting self-
insurance mandated by the Deficit
Reduction Act of 1984 has been
published in the Betterley Risk
Management Commentary, pub-
lished by D.A. Betterley Risk Con-
sultants Inc. To order, send $20 to
D A. Betterley Risk Consultants
Inc,, 446 Main St.. Worcester Plaza,
Worcester, Mass. 01608.

- Free copies of the 1985 di-
rectory of claims service loca-
tions, published annually by Un-
derwriters Adjusting Co.. are now
available. The directory has a state-
by-state listing of all UAC branch,
service, drive-in and franc-hised
claims adjusting offices throughout
the United States. State maps out-
line areas covered by each office,

and toll-free numbers are given for
UAC's 24-hour Dial-A-Claim ser-

serveice (sur'-vis), n. 1. an act 04 lielpful activity. 2. the
performance of any duties or work or another. 3. supply.

ing aids or services rather than products or goods. 4. v. to

perform services for; meet needs 0£

Service is a hallmark at

Chubb. Our insureds demand

more in terms of mnovation

and technical know-how.

Thats why Chubb insurance
programs are frequently

tailored to fit particular needs
and requirements.

With support services like
Loss Control, Claims, Audit

and Appraisals, Chubb is
more responsive to the needs
of producers and their clients.

CcCHUSsS

Insurance from Chubb.

Understanding
is the difference.

Chubb Group of Insurance Companies, Warren, New Jersey 07060.

vice. To order, write UAC
Marketing Department, 2 Cor-
porate Place South, Pisca-
taway, N.J. 08854.

- A free reprint of "Bene-
fit Basics: Health Care Cost
Containment,” published in
the monthly newsletter of the
International Foundation of
Employee Benefits, is now
available. Aimed at those who
are new to the field of em-
ployee benefits, the article
explains current efforts to con-
tam the rising cost of health
care, including health mainte-
nance organizations, preferred
provider organizations, well-
ness programs and health care
coalitions. Order from the
Public Relations Department,
IFEBP, P.O. Box 69, Brook-
field, Wis. 53008-0069.

= The new 1984 'Medicare
Directory of Prevailing
Charges" provides informa-
tion that can aid physicians
and Medicare patients in de-
termining the average costs
of health care services in
their area. Published by the
Department of Health and
Human Services, the 291-page
directory displays 1984 Medi-
care reimbursement data
based on physician charges
submitted during calendar
year 1983. Prevailing charges
are listed for 29 medical ser-
vices provided by general
practitioners and for 100 ser-
vices provided by medical spe-
cialists. Charges for seven du-
rable medical equip m ent
items, such as wheelchairs,
walkers and hospital beds, also
are included. The directory
costs $9. Order by stock num-
ber-017-060-00161-5-from
Department 36-LS, Superin-
tendent of Documents, Wash-
ington, D.C. 20402.

« Educate your employees
in how to recognize stress-in-
ducers with a new guide from
Krames Communications. The
16-page illustrated booklet
shows employees how to dif-
ferentiate between negative
and positive stress, balance
stress reactions and practice
relaxation techniques. Tips for
maintaining a positive attitude
and lifestyle with exercise and
Nnutrition are also included.
For a free sample copy, write
Krames Communications, De-
partment STR 31, 312 90th St..
Daly City, Calif. 94015.

< Industrial Risk Insurers is
offering an information kit
which, in observance of IRI's
95th anniversary, contains a
history of IRI from 1890 to
1985. A discussion on IRI's Ac-
tive Loss Prevention program,
a six-page brochure describing
OVERVIEVW, IRI's manage-
ment program for loss preven-
tion and control: and a copy of
The Sentinel, IRI's quarterly
magazine of loss prevention,
also are included. For a free
copy of the kit, contact Ms.
P.A. Sasso. Industrial Risk In-
surers, 85 Woodland St,, Hart-
ford, Conn. 06102.

Have a new report, booklet or
promotion(1/ brochure you'd like
to send to buyers of insurance?
Business Insurance will describe
material costing less than $25 as
an editorial service in the ?veekly
Info for Buyers column. Simplv
send us (i short description o4 the
material to be offered. a/ong with
the cost and a mailing address.
Address all contributions to Info
for Buyers. Business- Inmo-ance,

740 N. Rush St., Chicago, lIl.
60611.



NCSI members get update on individual states

By CAROL CAIN

CHARLESTON, S.C.-The
National Council of Self-In-
surers says one of its goals for
this year is to encourage dia-
logue among workers compen-
sation self-insurers in differ-
ent states.

And, such a dialogue took
place at the NCSlI's ahnual
meeting, held last month in
Charleston. Representatives
from Ohio, Texas, Michigan,
New Jersey, Washington. Lou-
isiana and California discussed
self-insurance developments
in their states.

The NCSI hopes such discus-
sions will keep its members up
on what is going on in other
states and help them dealing
with changes in their home

states.

Ohio
Although the Ohio Legisla
ture has not adopted any sig
nificant legislation since Jan

uary 1977. the state Supreme
Court has

been active

especiallk
rin thg past

O rmonths,
I moted Rich
=ard Do
Sehafstall
w h o is
director of
Mr. Schafstall Safety and
mental health with the Cincin
nati Gas & Electric Co. and
president of the Ohio Self-In-
surers Assn.

In the 1984 general elections
two Democratic judges on the
Ohio Supreme Court were re-
placed with Republican judges
The Ohio Self-Insurers Assn
was instrumental in the elee-
tion of the Republican judges
Mr. Schafstall said.

But before the new judges
were sworn in, the old court
handed down several decisions
that "dealt severe blows to em-
ployers in the area of workers
compensation,”" Mr. Schafstall
said (BIl, Feb. 25).

And, he added. the court's
latest decision, which was
written April 17 by one of the
new Republican members, is
not much better for employ-

The case, Oswald us. Con-
nor, involved a zookeeper at
the Cincinnati Zoo whose ail-
ment began with wrist pain
that later was diagnosed as
carpal tunnel syndrome. The
injured worker also developed
severe respiratory problems
and, although he admitted to
having been a heavy smoker,
he attributed the problem to
an extremely rare disease
called atypical avian tubercu-
losis, Mr. Schafstall said.

The zookeeper also had dia-
betes, high blood pressure and
coronary artery disease.

When he died of a heart at-
fack in 1976, his widow filed
for death benefits, claiming
the death was caused by oceu-
pational disease under the
workers compensation law.
She argued that her husband's
heart attack had been caused
by the frustration of not hav-
ing his physical problems
properly diagnosed. And, she
said, the stress, anger and re-
sentment were repressed,
causing continuing depression
and burnout. She said that led
to significant chronic stress,
accelerating his coronary ar-
tery disease and ultimately
causing his death. Mr. Schaf-

stall said.

The majority of the Supreme
Court justices held there appeared
to be "a chain of direct and proxi-
mate causes demonstrating that
death was directly and proximately
accelerated by the occupational dia-
ease" because the acceleration

would not »have occurred "but for"
the disease and the worker's reac-
tien to it, Mr. Schafstall said.

Other employer groups in Ohio,
including the Ohio Manufacturers'
Assn., believe this new ruling
"completely rewrites the state's
workers comp law" and will have
"far-reaching and costly implica-
tions for employers."

In addition to dealing with the
Supreme Court rulings, the self-in-
sured community also is waiting
for the Ohio Bureau of Workers'

Compensation to complete its new

self-insurance audit rules and for
the Industrial Commission of Ohio
to complete its new operating
guidelines and security require-
ments for self-insurers.

"Obviously, there is much activ-
ity in Ohio, and we certainly are

not out of the woods yet," Mr.
Schafstall said.

Texas

The Lone Star State is one of
only three states that prohibit pri-
vate employers from self-insuring
their workers compensation expo-
sure, but a 3-year-old group-the
Texas Sel f- Insurers Assn.-is
working to change that.

The Texas Legislature currently
is considering two bills that would
allow workers compensation self-

insurance.

One bill, H.B. 1430, permits em-
ployers to become self-insured and
requires self-insurers to post a min-
imum of security deposits. Admin-
istration of self-insurers would fall
to the Texas Industrial Accident
Board. The bill is in the state's
House Committee on Business and
Commerce.

The bill is

-—— identical to one
«</" —=- drafted in 1983,

-1 said Richard C.

..»», 42 Keady, an insur-
51 1 ance representa-

B ve with Shell

O t il Co. in Hous-
Fn, who is on

SIA's board.

= 71— The TSIAa
Mr. Keady helped draft the
bill, he said.

The sponsor of H.B. 1430. Rep.

Bob Leonard, R-Fort Worth. also
introduced H.B. 1785, which Mr.
Keady said was drafted by the in-
surance industry.

H.B. 1785 contains several eligi-
bilty requirements that severely re-
strict the number of employers that
could self-insure, Mr. Keady said.

For instance, an employer must
have a combined worth of at least
$3 million; have average net profits
of at last $300,000 per year for at
least three of the preceding five
years; have a net working capital of
21/2 times the amount paid for
workers compensation insurance
for the last full policy year; and
have an average Texas payroll dur-
ing the two most recent accounting
years that would result in a manual
rate premium of at least $500,000.

The bill also requires self-insur-

Continued on nezt page
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America's leading TPAs, insurance
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prevention is the best cure.
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ers to participate in an assigned
risk pool. No other state requires
self-insurers to participate in such a
pool to provide coverage to high-
risk employers, Mr. Keady said.

H.B. 1785, which currently is in
the House Committe on Insurance,
also calls for the establishment of a
self-insurers guaranty association.

The Texas Legislature meets
every other year and is scheduled
to adjourn May 27. Since no hear-
ings have been set for either bill, it
appears they will die at the end of
the session, Mr. Keady said.

The TSIA is working with the
Risk & Insurance Management So-
ciety and the Texas Assn. of Busi-
ness to draft a workable bill for the
1987 legislative session. The bill
would have to be filed next year,
and Mr. Keady is hoping other in-
terests, including insurers and
labor representatives, will help the
TSIA put together a self-insurance

somebody out to look around and make

bill. A drafting meeting is sched-
uled for July, Mr. Keady said.

And, he said, in addition to draft-
ing legislation, the TSIA and others

interested in workers comp and
self-insurance also must educate

legislators.

Michigan
The self-insurance scene in
Michigan is "pretty healthy," ac-
cording to attor-
ney Thomas P.
Chuhran, execu-
tive secretary of
the Michigan
A Self-Insurers’

Assn.

-—*ro..

The workers

', compensation

, »s picture also has

s' improved for

Mr. Chuhran Michigan, in

sharp contrast to

the situation just a few years ago,
he reported.

"In 1978-79, we were seeing a

drain of Michigan business leaving
the state," he said. But the plight of
Michigan businesses became a hot
issue in the press and ultimately
workers compensation reforms
were drafted and passed.

Now business is coming back, Mr.
Chuhran noted.

He advised employers in other
states who want or need workers
compensation reform to "take full
advantage of the press" and for
business coalitions to press for
changes.

New Jersey

A compromise between New Jer-
sey employers and the state AFL-
CIlO five years ago apparently
cinched lower workers compensa-
tion premiums, and self-insurers
are hoping judicial review will up-
hold the intent of those changes.

"Five years ago, New Jersey
made extensive revisions to its law.
The stated purpose of its changes
was to make available additional

1.0-l CONTROkGONSUUANT

HOmME??

You've been through it before. You
picked a carrier because they talked
about all the wonderful things they
were going to do for your client, like
reducing losses. They probably sent

some suggestions. Then you never

saw them again. When the loss ratio

went up, nobody was home.
Western Employers knows that

effective loss control requires an ongoing

safety program, sound management

training, worker awareness, and keeping

a close watch on the results. It's easy

to see that all this takes time, something

many carriers are unwilling to spend.

In fact, while some carriers just talk

about service, Western Employers

Phoenix, AZ
Fullerton, CA
Los Angeles, CA

San Francisco, CA
San Mateo, CA

dollars for benefits to seriously dis-
abled workers, while eliminating,
clarifying or tightening awards of
compensation in order to provide
genuine reform and meaningful
cost containment for New Jersey
employers,"” said

J.J. Purtell, de-

partment chief

of benefit ad-
rminmnistratiorm .

with AT&T

Technologies-

Inc. in Newark, MS.<..,
N.J.
Among
changes in the £1
law were in- Mr. Purtell

creases in the

maximum total disability benefits
to 75% of the state average weekly
wage, from 66.7%; and an increase
in funeral allowance to $2,000 from
$500.

But the reform also set a limit on
attorneys' fees in cases wher€ the
employer made a bona fide offer of
compensation; established require-

NOBODY

assigns a highly trained loss control
consultant to each of its policyholders.
The consultant works with your client's
management to design and maintain a
long range safety program that really
works. That means fewer accidents,
increased worker productivity and sub-
stantially lower workers' comp costs.

The next time you're looking for a
comp carrier, give us a call. We don't
hide from our responsibilities.

VVES T ERMN

-V 1

EMPLOYERS

I INSURANCE

515 North Cabrillo Park Drive

Santa Ana, California 92702
714/973-2813 213/588-5151

Orlando, FL Roseland, NJ
Chicago, IL New York, NY
Bedford, NH

Portland, OR
Dallas, TX
Houston, TX

ments for determining compensa-
bility for heart and stroke claims;
and created a new definition of
permanent total disability, which
required a 75% physical and mental
impairment before other factors
such as age and education can be
considered.

The past four years have seen a
significant decline in workers
comp premiums, and some balance

has been restored to the system,
Mr. Purtell said.

Washington

Self-insurers in Washington may
be forced to go back to the com-
mercial workers compensation in-
surance market because brokers
are reporting that security bonds
for self-insurers are scarce, re-
ported Gail Kelly, personnel spe-
cialist in charge of safety, workers
compensation and group health
benefits for VWhatcom County,
Wash.

The Washington Department of
Labor & Industries requires a mini-
mum $200,000 bond, securities or
escrow deposit for self-insurers in
the state.

Meanwhile, employers in this
Pacific Northwest state are won-
dering what will become of the "lit-
erally thousands" of vocational re-
habilitation firms that poured into
the state since 1982, when a manda-
tory vocational rehabilitation law
was adopted.

That law has since been re-
pealed, and new rehabilitation reg-
ulations are being drafted.

Louisiana

Self-insurers are teaming up
with trial attorneys in Louisiana to
beef up the security deposit re-
quirements for self-insuring in the
state, said Ray Fredlund, president
of the 11/2-year-old Louisiana Self-
Insurers Assn. Mr. Fredlund also is
a senior administrative speacialist
with Dow Chemical Co. in Plague-
mine, La.

Currently, the state requires
proof of immovable property as-
sessed at $25,000 or more, or a
$25,000 surety bond or Treasury
bond.

Self-insurers and trial lawyers
have tentatively agreed on a "mod-
est" bond of $200,000, the creation
of a post-assessment fund in case of
insolvencies and a temporary advi-
sory board, Mr. Fredlund pointed

out.

California

A post-bankruptcy assessment
fund is up and running in Califor-
nia in the wake of the bankrupteies
of three self-insurers, reported Jo-
seph E. Markey,
legislative advo- .
cate for the Cali- a -—a&. .

formnia Self-In-

surers Assn; one

of the directors . (*

of the California

Self-lnsurers Se-

curity Fund (BI, , .3/
April 15).

Now self-in- 1/4 44*,A
surers are em- Mr. Markey

broiled in a

class-action lawsuit brought by fo-
rensic physicians against the self-
insurers, insurers and third-party
administrators in the state.

The suit charges there was a
lengthy delay in the payment of
bills submitted by people who pro-
vide services during compensabi-
lity hearings-people like physi-
cians, interpreters and photocopy-
ing businesses (BI, April 1).

And on still another front, self-
insurers are working with other
employers and other interest
groups in California to develop
workers compensation reform leg-
islation that would base benefits on
actual lost wages rather than an ar-
bitrary schedule of benefits.

Such a wage-replacement system

work comp is now used in Florida
=armd Louisiama. -
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FROM ONE BRILLIANT ADMIN]JSTRATOR

TO ANOTWER,THE BEST ADVICE
ON FLEXIBLE BENEFITS:

KEEP IT SIMPLE WITH MET LIFEI

BENEFITS
ADMINISTRATOR

THE ADMINISTRATOR

Before choosing a flexible benefits program for calculations to record maintenance and employee

your employees, first consider the demands that the
plan will make of you, the employer

At Metropolitan Life, we offer a computerized
administration system specifically designed for flexi-
ble plans. From election forms and flexible credit

GET MET.

turnover. Result: a simple, manageable plan for you
and your employees.
For more information about our group benefits

plans, call your broker/consultant oryour Metropolitan
Life Group Representative.
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YOU NEED A
COST CONTAINMENT PROGRAM

THAT WILL GIVE YOU

Speak out about legislation,
NCSI official tells employers

CHARLESTON, S.C.-Workers
compensation managers must be
more vocal in letting lawmakers
know how pending legislatic n may
affect their business, says : long-
time board member of the National
Council of Self-Insurers.

"You've got to let your legislative
people know in your company ex-
actly how you feel,"” M. Russell
Guy, legislative chairman of the
NCSI and workers compensation
counsel with Bethlehem Steel
Corp. in Bethlehem, Pa., said dur-

ing the NCSI's annual meeting in
Charleen last month.

Both federal and state work
comp programs are subject tc legis-
lative change and empliyers
should monitor legislation, he said.

The NCSI and the Risk & Insur-
ance Management Society have

USS MUTINLAND MORE BOUNTY.

An unhappy crew can set ¥ou adrift. That's why you should be thinking about a cost contain-
|

onal Employee Benetits.

ment program from Lincoln Na
l«incoln's cost containment programs encourage employees to reduce costs. Utilization re-

view, preferred provider networks, and a nationwide

second surgical opinion panel are just a few of the pro-

grams Lincoln offers. Plus communication materials that YO | '

help your employees understand and appreciate

your benefits program. L B E
THINKIN'

our toll free number to chart a course for L I N C O L N -

cost containment today.

Over the past 40 years, Lincoln has be-
come one of the top ten group insurance car-
EMPLOYEE BENEFITS

riers in the nation. Today Lincoln is a leader
in cost containment, and alternate funding methods to
improve c}/our cash flow. To help control your costs
now. And contain them in the future.

Ask your agent or broker about a Lincoln
National cost containment program. Or call

Ext. 500
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been and will continue to be a
strong lobbying force, but individ-
ual employers also must establish
links with Congress and their state
legislatures, Mr. Guy said.

For instance, the 1984 Deficit Re-
duction Act, which prohibits em-
ployers from taking a tax deduction
on workers compensation reserves,
overrules the victory self-insurers
attained in the Kaiser Steel Corp.
us. United States of America deci-
sion, Mr. Guy said.

Referring to DEFRA, he said,
"The IRS was very slippery in this
deal. . .it didn't even mention
workers compensation.”

This year, the issue is taxing
workers compensation benefits re-
ceived by injured workers, Mr.
Guy said. If a tax is approved, he
said, labor unions will pressure
state legislators to increase benefit
levels to offset the tax.

"This will increase employers'
costs," he said, adding some type of
tax reform during the current ses-
sion is "a good possibility."

He noted employers have two
strong allies in Washington: Sen.
Bob Packwood, R-Ore., chairman
of the Senate Finance Committee,
and Rep. Charles Rangel, D-N.Y .,
ranking member of the House
Ways and Means Committee.

These are just two of the federal
lawmakers employers and their
representatives should contact re-
garding pending or needed work
comp legislation, Mr. Guy said.

Some bills on workers comp and
occupational disease already are
before Congress and more are ex-
pected this year, according to Bruce
C. Wood, Republican labor counsel
for the House Committee on Edu-
cation & Labor.

For instance, S. 100, introduced
by Sen. Robert W. Kasten Jr., R-
Wis, would establish a federal
product liability law.

"The bill reverses the drift to-
ward a no-fault (workers compen-
sation) system by reincorporating
negligence as the standard of liabil-
ity, restricting punitive damages
and, essentially, better segregating
workers compensation and tort by
eliminating subrogation, indemni-
fication and contribution, and by
reducing the amount of a third-
party award by the amount of
workers compensation benefits
paid or payable," Mr. Wood said.

Although it won't relieve the as-
bestos producers of their current
product liability litigation burden,
Sen. Kasten's bill would benefit
them in the future, Mr. Wood said.
While it may have some impact on
a plaintiff's ability to win tort cases,
the greatest significance for as-
bestos producers from S. 100 is its
segregation of workers comp bene-
fits and tort award, he said.

"The bill does not force-feed the
workers compensation system, but
in reducing a third-party award re-
gardless of whether workers com-
pensation benefits have been
awarded, it does reduce the incen-
tive to file a tort suit to the exclu-
sion of a workers compensation

claim.

"To the extent the workers com-
pensation system awards benefits
for asbestos disease, the primary
cost of disease will revert to em-
ployers-where it should be-and
that shift will concomitantly re-
lieve asbestos producers of this ad-
ditional liability, as is appropriate,”
he said.

In his remarks, Mr. Wood also
pointed out that Sen. Christopher J.
Dodd, D-Conn.,has proposed an
amendment to S. 100. The amend-
ment calls for an alternative com-
pensation plan that would make it
easier for victims to receive pay-
ment for damages in eases where it
is difficult to prove whether the
manufacturer or consumer is at

fault (B, April 1). .

these claimants alllerea signili-
eantly from those to which all busy
trial lawyers, judges and insurance
adjusters are exposed," Mr. Marks
said.



WCRI names officers, announces plans
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town, NJ,is the new chairman of
WCRI He replaces John L Eaven-
son, WRCl's first chairman, who
recently retired as vice chairman of
the board at Liberty Mutual Insur-

ance Co in Boston

And, Rodger S Lawson, senior How to design a more
vp with the Alliance of American ffici t fl ibl
Insurers in Schaumburg, lll, is the erncien exible
secretary/treasurer .

The WRCI, created in October compensation plano
1983, is in its first year of gathering
workers compensation research It Draw on Peat Marwick ' s
is currently tackhng three projects,
and is planning to conduct three unequa”ed tax experience
more, according to the institute's
first annual report and our computer systems

The three studies underway are

« "Multiple Benefit Programs and human resources
Income Replacement by Workers H
Compensation and Other Pro- expertlse.
grams "

Resolving O tional Dis- . .

case Cfisifn\;"}ghe Tj;’g i}o,c,zdic'z, The future ofcompensation ts to be flexible
Panels " The benefits to employees are obvious Re-

cently, however, questions have arisen about

- "Asbestos-related Claims Fae-
the tax implications ofsome programs

tors Affecting the Use of Workers
Compensation Systems "

According to the WCRI, injured The question is this Can a flexible compensa-

workers are eligible not only for tion plan be developed that complies with
state workers compensation bene- X
fits but also for a variety of other the tax code, and at the same time helps man-
public and employer-paid income agement control rising costs?
benefit programs, including Social
Security, mandated state disability a, The answer is yes And Peat Marwick is
;nsurzﬂci_la”‘(ate long- ang short- uniquely qualified to doit Drawing on a tax
hoolth aaq it ineuranee T OroUP services department with unsurpassed expen-
-z =
In the study on multiple benefit ence, we are also at the forefront ofcomputer
programs, which is due to be com- systems development and human resources
pleted in September, the institute consulting It is with the synergistic combina-
will attempt to determine whether tion of these skills that we work with you to
there are any significant gaps or ffici flexibl f
overlaps among these benefit pro- create an ef icient e?ub e compensatlon pro-
grams, and the amount of com- gram specifically designed to integrate with
bined benefits provided to injured your overall business strategy
workers from these programs
Flexible compensation is only one ofthe

The results of the study are ex-

pected to provide data for assessing o services offered by Peat Marwick's Human

the adequacy of workers compen- ' T e : Resources Consultants Others include
sation benefits in light of other £3<271 A <:C1:H#, 6 i ) . .
available income benefits, for eva- tr, - ia executive compensation, employee benefits
luating the effect of multiple pro- . and personnel services
grams on the incentives to return to s ) )
work, and for understanding the - ; - ' Peat Marwick has Just completed an in-depth
opportunities for improved coordi- 1.3 1.f ) . 20 analysis of flexible compensation planning in
na}g\%';f?eingtrgjeu%rggﬁgfen by 550 companies For a free copy ofthe executive
WCRI will examine occupational . summary ofthis study, send in the coupon
disease claims and the use of medi- below, or call 800-344‘3600("‘1 Illinois
cal panels in these cases ' * 800-328-4200)
“Recent years have witnessed an

increase m the number of long-la- N t< -
tency occupational disease claims ’ = . Mail to Peat. Marwick, Mitchell & Co

. . > ) ’ i
and a growing Concern in many 1] PT...V>\ 345 Park Avenue, Box FC, New York, NY 10154
quarters about the future increase
in these types of claims These dis- 1 N
ease claims present many difficult . SLF . - ame
evidentiary problems for claim- . Tite
ants, defendants and adjudicators,” ‘ e Ayt o Company
according to WCRI's annual report CArA < Ag'e Address

Diagnosis of occupational disease e e e _ .
-whether the disease can be City
directly linked to the employee's 4,r,t h; 3** State zZIP
81-FC-5/13

Job and whether the person's dis-
ability is total or partial-will be

examined in this study o ;
It also will assess the potential of 12, W PEAT
medical panels to improve the han-
dling of occupational disease claims - MARWICK
in workers compensation systems - . . .
The results, due in June, will Accounting and Auditing/
Tax Services/Management Consulting/

guide those who advocate the broad
use of medical panels, as well as B 1, o Private Business Advisory Services

others who design legislation to
create panels or improve existing % _ W
ones, the report notes co:3
The study on asbestos-related cYu TTMEN, . -
claims will zero in on the Massa- . ar i \J
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me how to read a green:

The 2Nnd Annual

Jerry Silver Miami

Unionmutual Seniors Golf Classic

and your chance to play with Arnie.

Last year Jerry Silver teamed up with golfing
great Arnold Palmer at the Unionmutual Seniors
Golf Classic. For Jerry and other insurance
professionals, it was the chance of a lifetime -
playing side-by-side with golf's legendary
Seniors.

Our 1984 Classic was so successful, we're
playing again in '85. And we invite you to shoot
for a spot on this year's pairing sheet.

During the two day Pro-Am portion of our
tournament, half the contest winners on one day
and half on the next will play with 22 of golf's
greatest, including Senior pro, Arnold Palmer
and special guest Gary Player. We're also spon-
soring two great days of court skills clinics with
tennis legend, Rod Laver. And, during the remain-
der of the week, you can watch the Senior golfers
battle each other in another exciting cliff-hanger,
as they compete for $160,000 in prize money.

We're competing
against a tragic disease.

The net proceeds from Unionmutual Seniors
Golf Classic ticket sales will be donated to the
National Sudden Infant Death Syndrome (SIDS)
Foundation. Unionmutual has guaranteed a
minimum donation of $10,000. We're very proud
to sponsor an event which will aid parents in
coping with the tragedy of SIDS and help fight
this mysterious sickness that affects 7,000
families in the U.S. each year.

Unionmutual:

The professional's choice.

Our company specializes in providing group
and individual disability, life, health and pension
products and services that meet the needs of
you, the insurance professional, and your client.
Bringing together golfing and insurance pro-
fessionals at our tournament is an appropriate

extension of our reputation as the professional's
choice.

Let us know

if you haven't received an entry.

If you haven't received full contest details
and entry material from Unionmutual, contact
your local field office. We want everyone to have

the chance to tee off with the legends of golf at
the 2nd Annual Unionmutual Seniors Golf Classic.

uninall«

(6)\ toA) 0,986,9800i
@)*' 460<90900

c.*” 7f-«SIjBO

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)
Unionmutual Pension & Insurance Corporation, Portland, Maine 04122
All prizes are taxable as ordinary income.

Individual Disability Division Contest: Only submitted Unionmutual Stock Life Insurance
Co. of America individual disability policies will be considered in awarding prizes in the
Individual Disability Seniors Contest.

Employee Benefits Division Contest: Unionmutual Stock Life Insurance Co. of America and
Union Mutual Life Insurance Company group life insurance products sold in Wisconsin will
not be considered in awarding prizes in the Employee Benefits Seniors Contest.

Individual Life Division Contest: Only paid premium received in conjunction with the sale of Group Pensions Division Contest: Only pension sales representatives for Unionmutual

Unionmutual Stock Life Insurance Co. of America universal life insurance outside of Pension & Insurance Corporation and Union Mutual Life Insurance Company will be
Wisconsin will be considered in awarding prizes in the Individual Life Seniors Contest. eligible to win prizes in the Group Pensions Seniors Contest.



The Travelers wolittreat

Of course we don't treat

casualtyprograms or employee
benefits lintly either.

But by combining the two
with The Travelers you can
really tip the scales in your favor.

We've been offering this
approach for more than 10 years.
Now that's experience.

But don't take our word

for it. Weigh the advantages.
First and foremost, with a

combir_ed plan you gain leverage.
As a result, no matter

how unique your needs, we'll
exp19re every avenue to deliver

solutions, not excuses.
Vi/hat's more, combined
plans are more efficient. Your

account will be handled by one
account executive who, above all

else, is accountable.
Should vou need some-

thing, vou make only one phone
call. Tats it.

Another advantage is that
a combined plan means one
renewai rocess. Which means
simplifiea administration, greater
financial control and reduced
risk charges.

Finally; when you com-
bine your programs, we can
combine your aggregate. Even
the self-insured portion.

That means we can guar-
antee an overall annual maximum
above which you won't have

to pay: No deficit recoupment.
No hidden costs.

Discover how we can

make risk management a whole
lot more manageable for you.

Call George Furbish or
Bob Haller, Corporate Accounts
Dept. at (203) 277-2179.

TheTravelerC

Fairness is good business
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ENTERPRISING LOOK AHEAD

Unless insurance industry acts now, grim future may not be science fiction

By John R. Dunne

ET VESTARLwith.2.confession, |

reruns that come through the night. I've
done it on the road in hotels and motels
and other hostelries in Albany and
Washington and other places where the
legislative business has taken me.

This confession is no idle muttering of
guilt. For, the electronic images of one
recent night showed me a nightmare that
I and many others involved in insurance
regulation long have feared might
someday be very real.

Here's what happened:

As the odd but familiar shape of the
starship Enterprise floated through the
darkness of space, | could hear Captain
Kirk make his log entry. What got my
attention were not the words of "Trekky"
talk, like "star date, " “energize." and
"beam down," but more familiar terms
like "insurance," "state regulation,”

"annual statements,"” "quarterly
reporting” what was going on?

Here's how it went:

KIRK: Star date, April 1, 2085. The
damage from Klingon sabotage is severe.
Our engine generates no thrust. The
Enterprise continues to drift. | have
asked Spock to investigate and report.

MT. Spock approaches the captain.

SPOCK: With the captain's permission,
| believe we've found the real trouble.
The main burner is down and must be
replaced. We need to be towed to a
friendly planet to effect repairs. But, the
problem, it seems, is not mechanical but

financial.
KIRK: How's that?
SPOCK: It seems, sir, that no one will

tow us. And, even if they did, no service

station will repair our engine.

KIRK: Impossible!

SPOCK: No, it's quite the reality. Let
me explain to the captain. When we
signaled for the tow, they asked if we had
insurance. We signaled back with our
group policy number, the one all
starships have as proof of insurance in
case they have an accident and need to
pay for repairs while on a mission. Well,
Captain, when we did, they told us that
Light Year Mutual, the insurance
company that covers the Enterprise and
all the other starships, was not able to
cover any claims that, sir, as | believe
you Earthlings used to say, the company
had gone "belly up.”

KIRK: Ridiculous, Spock! | know the
Star Fleet risk manager personally. We
were at the academy together. She'd
never let this happen. And, what
happened at the Federation Insurance
Department? Those lads are supposed to
be on top of things like this.

SPOCK: | knew the captain would
have questions. That's why | sent our
Chief Engineer Scott to investigate. He
was beamed down to a nearby service
planet and has just returned.

Scott, his brow furrowed, approaches
the captain.

KIRK: Well, Scotty, what's this about
our not having any insurance money to
buy our way out of this pickle?

SCOTT: Aye, Captain, it's true. We
dinnah have insurance, ni a bit. And, if
we dinnah have it, we cannah pay, so
they dinnah want to help us.

KIRK: Spock, have you confirmed all
this?

SPOCK: Affirmative, Captain. It is all
very logical. No insurance, no repairs.

KIRK: Can't anyone help us? What

about Star Fleet Command?

SPOCK: Negative, Captain. They said
that without any coverage, they can't risk
sending another starship to rescue us. All
they gave us was the 800 number of the
Federation Insurance
Department they're in charge of this
sort of thing.

KIRK: Well, have someone call that
number.

SPOCK: We have, sir. No answer-the
phone just keeps ringing.

KIRK: There must be someone on the
service planet who can help us.

SCOTT: Aye, sir, the fellow who runs
the towing place gave me this card. It
tells you to call when you have an
insurance problem.

KIRK: Good work, Scotty. Let's beam
down there, see this guy and get to the
bottom of things.

The three appear again, seated in what
seems like a reception area of a small
office.

KIRK: What do you make of this place,
Spock?

SPOCK: Very Earthlike furnishings,
captain. Antique, the type used in
America around the year 2000.

Just then the door opens and a man in a
three-piece pin-stripe suit and a 10-gallon
hat appears and motions the three
visitors into his office. He introduces
himself as Mr. Brokerman and asks them
what brought them to his office, and thev
tell their story. Mr. Brokennan listens
knowingly and seems to be weighing
carefully what to tell them. He leans
forward over his desk blotter before he
speaks.

BROKERMAN: Well, | sure would like
to help you dudes, but it may be too late.
Your insurance company might have
been big, but it can't help you now. It's
gone plumb to Boot Hill.

SPOCK: Such a statement requires an
explanation.

BROKERMAN: Well, I'm just the man
to give it to you. You see, I've been in this
business all my life, and I've had a
chance to study up real good on what was
going on. The trouble started long before
your ancestors were born, way back in
the days long before the Federation,
before my own great-great-grandpappy
came out here and opened an insurance
office.

SPOCK: Indeed. | remember learning
of those days in school on Vulcan. It was
the time when Earth people were most
emotional and short-sighted.

BROKERMAN: Indeed they were.

That is why they lost lots of good things,
and that's why you boys are stuck here
on this service planet.

KIRK: What do you mean? What good
things?

BROKERMAN: One of the good things
was that they kept all the insurance
companies under real close watch, in tiny
little jurisdictions. They called 'em states
Yep, state regulation was what they
called it. It wasn't perfect. But, compared
to the way things are now, it worked
damn well.

People who had problems when their
companies went belly up got help real
fast. And, hardly any companies went
belly up.

The folks that did the regulating were
real proud about the job they were doing
They did such a good job that the
big-time financial wheeler dealers had to
use all kinds of tricks to outfox 'em. They
had to get real smart lawyers to form
holding companies. Then they moved
money all over the place, from company
to company and from state to state, and

Continued on next page
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Transport Indemnity a needless sacrifice

By Timothy Morton

AVE. JU RECENTLY witnessed, lived through
and'SUrvived the death of an Stirance company.
Not, | regret, as an heir, but rather as the downstairs
butler who has been omitted from the will.

I'm referring to the early demise of Transport
Indemnity Co. (BIl, May 6) It should be everybody's
concern as to why it met its untimely end, even though
it represents only a drop in the ever-shrinking bucket
of capacity and regardless of the 200-plus bodies who
have been and are being dumped on the street with a
couple of days vacation pay and a week's severance for
every year worked, compliments of American
Financial Corp. of Cincinnati, Transport's ultimate
parent.

American Financial, needing a fast infusion of cash
to patch up another insurer in its stable-Mission
Insurance Group, whose hull has been mortally
pierced-is in the process of raiding Transport's larder
and moving all its assets over to Mission (receiving a
13.5% interest-bearing note in the bargain), leaving a
smoking shell and an awful lot of bodies. Sadly, they
also have not shown the slightest interest in assisting
any of these newly unemployed with inter-company
moves, job searches, etc., but merely dumped them out
the door.

Going down the drain with Transport Indemnity Co.
also are all its carefully negotiated treaties-in force,
intact and in operation. They are consigned to that
place across the River Styx where all good treaties
finally end up, which is a pity in today's market, when
valuable and viable capacity is so greatly needed in the
industry. Dumping it is like discarding your filled
canteen in Death Valley.

The tears would not flow quite so heavily if this had
all come about because of shoddy underwriting and
heavy financial losses; if treaties were having
difficulties being renewed; and if Transport had been

speaking out

one of the price cutters now paying for its sins.

But, the fact is that the company was in sound
condition-despite some parental dipping into its
surplus-and on the verge of a good year. The excess
and special risk property/casualty book in Los Angeles,
for example, ended 1984 with a pure loss ratio of under
30% on business written during that year. And, 1985
was expected to be an excellent year.

The question should be raised as zo whether a
relatively small but fairly successful company should
be sacrificed in toto for another concern that, in this
case anyway, apparently had not been welllooked into
or after by its parent, American Financial.

If last summer, when they were hungering for more
of Mission's stock, American Financial had taken a
closer look at Mission's writings, had any sort of feeling
for sensible pricing or checked out what the
marketplace was doing, they might have corrected this
situation a lot more satisfactorily.

They could, in fact, have questioned the first bag
lady they met on Wilshire Boulevard about the state of
the market, and she, along with practically everybody
in the industry, could have told them to look beyond
the gross writings. Mission not only was one of the
leaders in price cutting, it was largely responsible for
its continuance. It did not take a very high 1Q to tell
where such irresponsible rate cutting would end for
those indulging in it.

Talk to a trucking underwriter who was at Transport
Indemnity during the last few years and ask him who
largely helped to drag the truck rates down to the
bottom of the dumpster, to such an extent that there is
practically no truck market left. You will find it was
one of the Mission companies that hopped into the fray
at the sight of those big premiums and cut the heart out
of them, at a time when they didn't know a Peterbilt

from a Honda.

As a result, another specialty truck company leaves
the market, one more of a dying breed, at a time when
such a specialty is greatly needed. Unfortunately,
Mission's rebirth will not plug up that vacancy, for the
losses suffered by the truck underwriters in the last
few years-due largely to rate cutting by
inexperienced newcomers such as Mission-have
resulted in a greatly restricted capacity for those
insurers that know what they are doing, and complete
withdrawal by those that don't. The closure of one
more specialty ir.surer in Transport Indemnity is just
one more kick in the pants to the trucking
industry-and one that Mission's possible new lease on
life will not ame.iorate.

| certainly do not mean to knock the underwriters at
Mission, who are as capable and experienced as any,
and probably a lot more than most, as they have proved
in the past. They. too, have had their production
pressures from the top. They, too, have heard the
screams to "loosen up the pen."

The departments of insurance apparently are
powerless to put their foot down when they see some
money moguls buy up a local company and siphon off
the cash-thereby often lowering the company's rating.

Some attempt, though, should be made by the
regulatory bodies to discourage those who hungrily eye
all that exposed cash on the table.

After all, our industry does not deal in a commodity
line like hot dogs or bananas, but in promises and
financial security, and is therefore vulnerable to those
who have no interest in its products.

Continued plunder and mismanagement hurts both
us who work in this profession and also us who require
its financial security for the benefit of growth in this

country.

Timothy Morton is the former underwriting manager
for Transport Indemnity Co. in Los Angeles.

Enterprising look at future offers lesson for present

Continued from previous page
pretty soon even the furthest corners of
their planet Earth.

Those were great days to be in the
insurance business, fellahs. The way |
heard it, interest rates were so high you
could make money just by stashing it in
the bank.

The insurers wanted to get their hands
on money so bad they started cutting
their prices. For a while, everyone was
happy. In fact, everyone-banks,
stockbrokers, oil drillers, even one piano
company-got into the insurance
business. The insurers and the
wheeler-dealers that had entered the
business got computers and a lot of
electronic equipment, which some of the
regulators thought were "Star Wars"
gimmicks. Well, things got to happening
so fast that these state regulators just

couldn't keep track of things.
SPOCK: There must have been a

BROKERMAN: The state regulators
were mainly poking into what insurers
were doing, reviewing annual statements
and trying to figure out whether
companies had the money to pay claims.
But, they were using stale data-the
annual statement stuff-that was just too
old. Without even 20th century
equipment and working with outdated
intelligence, they got way behind in their
work.

Some folks said the companies should
give them financial statements every
three months. Lots of the insurers
pleaded poor-mouth, saying that some
states couldn't afford the computers and
people needed to handle all that data

every three months. Meanwhile,
companies started losing lots of money
because of the low prices. The piano
company went bankrupt, and the state
had to take over the insurers it owned.
There were some folks'in a place called
Kansas City who tried to help. They got
some computers and started analyzing
data and succeeded in speeding things up

a lot.

SPOCK: It seems to me | recall that
people began to focus on the idea of more
centralized, more efficient ways to
monitor insurers.

BROKERMAN: Not bad. But, what
really happened was that the individual
states were just too gosh dang content to
buck off their responsibilities to some
centralized operation. They failed to pay
enough attention to the need for more
timely information and for their own
analysis of it. They just didn't really
understand that it was their
responsibility to regulate insurance, and
no way could they delegate that
responsibility.

But, there were others who coveted the
role of nationwide monitor. You see, in
those days, on what must have been a
real big planet called Washington, there
were government folks who never liked
the idea of little states regulating a big
worldwide business like insurance. They
said, "Hell, these guys are admitting they
can't do the job. Rather than do their best
on their own to keep track of what's
going on, they're farming out their work
to the Kansas City Volunteers. We're
bigger than they are. Let's take their

job."

And that, fellahs, was the end of state

regulation. It was also the end of the way
states permitted lots of little insurance
companies to pool their information.
They couldn't do that under the feds.
Soon, there were fewer and fewer small
companies. But, the big ones flourished
and got so big that when one went bust,
the fallout hurt everyone. So, what
happened was the Federal Insurance
Department got bigger and bigger.

SPOCK: And that agency was the
forerunner of the Federation Insurance
Department?

BROKERMAN: You've got it.

SCOTTY: But, sir, how does that affect
us?

BROKERMAN: Well, for that part of
the story, you'll have to come with me. It
will take some time, but then, you fellahs
ain't going nowhere soon.

It just so happens that the Federation
Insurance Department has one of its
10,000 branch offices only two planets
from here. C'mon, we'11 take my Toyota
spacemobile.

The foursome next appecr at the foot Of
what seems like a large, endless stairway.
There is a long queue Of people, all
pushing and shouing, Mr. Brokerman
directs the Enterprise officers to a small
machine.

BROKERMAN: Just reach in and get a
ticket; it gives you a place in line.

Kirk nodded for Scott to take a ticket.

SCOTT: It makes us number 701,637 in
line.

KIRK: There must be somewhere else
to go.

BROKERMAN: Not in this universe,
Captain. The Federation Insurance
Department is all there is.

KIRK: But. look at that line. What
about my crew, my ship?

BROKERMAN: They have to wait,
Captain. Just thank your lucky starships
that you're early. Wait till you see the
line tomorrow, after word gets 'round
about what's happened to Light Year
Mutual.

All its policyholders could show up.
I',e got millions of 'em. Placed lots of 'em
myself. Made big commissions, too.

KIRK: Tomorrow? How long will it
take?

SPOCK: More than five years,
according to my calculations in regard to
the leng:h of the line, Captain.

KIRK: There must be a shortcut.
BROKERMAN: This is the shortcut.
This is the line for big group clients like

the Star Fleet captains.

| guarantee the line for individual
pclicyholders is longer. You're just lucky
yc u met with a broker who knows the
ropes.

That's where the chapter ended. But, |
keep remembering it. If only we could
make state regulation work better now,
we could really accomplish something.

Come to think of it, we could even save
Captain Kirk-and maybe even
oirselves. And all we have to do is get

b.sy now.

John R. Dunne is a New
-
.3

York state senator from I—7|7,
Garden City, N. Y., and

chairman of the New York ./ 1
Senate Judiciary Commit-

tee.
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ASK A BENEFIT MANAGER

War on taxing benefits can

| am the director of personnel for a
manufacturer of consumer
products, and for the last several
years the major part of my
responsibility has been to cope
with increased government
regulation in the area of employee
benefits. | understand that there is further legislation
affecting employee benefits proposed by the
administration (e.g. the Treasury Department's
Report to the President) and several bills pending in
the Congress. How do you account for this continued
effort to regulate employee benefits, and can you
suggest any strategies that would help us to manage

these changes?

Since the Employee Retirement
Income Security Act was enacted in
1974, nine more major bills affecting
A employee benefits have been signed
into law. Obviously, the dollars spent
on voluntary tax-favored employee
benefits-estimated by the U.S.
Chamber of Commerce to be more than $45 billion in
1983-has led to the increased interest on the part of the
federal government over the last 10 years in this benefits

This is because the federal government perceives
employee benefits as being the largest single "tax
expenditure" or "tax subsidy" in the federal budget, and
the apparent size of this subsidy has captured the attention
of the current administration and Congress.

The first concern of the government, of course, is the
search for more revenue to help reduce the federal budget
deficit.

This deficit is a serious economic problem: It is projected
to reach $200 billion in fiscal 1986, an increase of more
than $30 billion from the administration's previous
projection made last summer.

In fact, it now takes one-third of all the federal income
taxes paid by individuals and corporations to pay the
interest on the national debt.

The size of the national debt forces interest rates up,
results in less business investment at home and is one of
the reasons for last year's record trade deficit of $123
billion.

Viewed against this background of tremendous deficits,
the government estimates that it willlose more than $75
billion in taxes for voluntary and government-mandated
employee benefits in fiscal 1985. And, it estimates it will
lose more than $120 billion in fiscal 1989.

The government measures tax expenditures on a cash
flow basis, with the taxes deferred for employee benefits
offset by the taxes paid by the recipients of the benefits.
These government estimates probably overstate the
amount of tax benefits by failing to distinguish between
taxes deferred and taxes permanently lost to the Treasury
Department.

But, even if the government's estimates are overstated
by as much as 50%, employee benefits are certainly a
significant source of potential tax revenue.

Tax simplification or tax equity is the second force
drawing the government's attention to the area of
employee benefits.

For example, the tax reform proposal put forth by the
Treasury Department is built on the following premise:

"The present U.S. income tax is complex, it is inequitable
and it interferes with economic choices of households and

businesses.”

The Treasury Department claims that the changes it
proposes for basic tax reform generally affect special tax
treatments that are not used by a majority of individual
taxpayers. And, ignoring the wide application of benefits

The Perspective section, which is a forum for
readers' opinions, is compiled and edited by Copy
Editor Alison Kittrell. She can be reached at
312-649-5262.

to lower- and middle-income employees, the Treasury
Department is seeking to achieve a tax system with
"economic neutrality."

Favorable tax treatment for employee benefits is, the
Treasury claims, in direct contravention of this goal of
"economic neutrality."

In addition, proponents of taxing employee benefits
argue that the tax benefits that are derived from the
existing tax preferences on benefits are not fairly
distributed among U.S. taxpayers, because the Internal
Revenue Code directs a disproportionate share of such tax
preferences to individuals who are able to participate in
employer-sponsored benefit plans.

In other words, there is no so-called "horizontal" equity
in the existing tax code, because employees that work in
strong industries have better benefits than those in weak
industries, where employers cannot afford to provide the
better benefits.

Members of the 99th Congress are focusing on all these
issues as a result of the Treasury Department's tax
proposal.

The Treasury proposal, one of several so-called
"modified flat-tax" proposals, would eliminate or
consolidate about 65 provisions of the current law and

'What is lacking in (the Treasury)
proposal-and in the government's
focus on employee benefits-is a clear
definition of what public policy should
be regarding employee benefits.'

would remove or limit the tax-favored status of most
employee benefits.

What is lacking in this proposal-and in the
government's focus on employee benefits-is a clear
definition of what public policy should be regarding
employee benefits.

Currently, the structure of programs designed to
provide economic security for workers in the United
States includes: government-mandated programs that
provide a basic level of income protection, such as Social
Security and workers compensation programs;
employment-based voluntary programs that supplement
the basic protection of mandated programs, such as
pensions, and health and life insurance plans;
government-encouraged individual savings efforts; and
employment-based voluntary programs designed to
achieve certain social objectives, such as educational and,
child-care assistance.

Compared with other countries, this structure of public
and private programs has been successful, not only in
terms of its range, but also in terms of its flexibility and
cost-effectiveness.

For example, more than 162 million people at all income
levels participate in voluntary programs, and more than
50% af new retiree households receive employer-provided
pension income.

In addition, millions of workers and their families are
covered by employer-sponsored health care plans worth
$100 billion at a "tax subsidy" cost to the government of
less than $30 billion.

To promote the role of the private sector in this
structure, tax preferences for employee benefits were
deliberately built into the tax code. If these preferences
are eliminated, private industry's sponsorship of these
programs will be severely restricted and the federal
government will find itself making additional revenue
expenditures on a less cost-effective basis to meet these
social needs.

Over the long-term, such an occurrence would have a
dramatic impact, not only on the financial well-being of
your company's employees, but on your company as
well.

The first step | would advise you to take in addressing
these issues, therefore, is to thoroughly inform yourself
and your senior management about the details of the

and must

be won

various proposals that currently are before Congress, such
as the Treasury proposal, the Bradley-Gephardt bill and
the Kemp-Kasten bill.

The Employee Benefit Research Institute, a non-profit
research organization based in Washington, is an excellent
source for this information, particularly their January
1985 "Issue Brief" No. 38.

The second step would be to formulate a company
policy on the issue of the taxation of employee benefits
and, as appropriate, to have your senior management (for
example, the chief executive officer) make this policy
known to the Reagan administration and to members of
Congress.

Your employees also should be informed about the
various benefit issues before Congress and encouraged to
express their individual views to their representatives and
senators.

The third step is to evaluate the basic objectives of your
company's life, disability, health, savings and pension
plans.

Over the years, the government's tax policy coupled
with inflation has made employee benefits extremely
cost-effective as a form of compensation, and companies
have redesigned their plans to maximize this
cost-effectiveness.

The basic purpose of these plans, however, still remains
to provide an employee and his on her family with
economic security in the event of retirement, death or
illness.

By identifying the basic purposes of your benefit plans
and understanding the reasons for their current design,
you should be able to reposition these programs in a
meaningful way for your employees, even though the
government may restrict or eliminate the tax preferences
for them.

| know that many benefit professionals-with a stoicism
born of 10 years of intense government regulation in the
employee benefit area-are passively waiting to see how
the next round of tax legislation will affect employee
benefit plans.

| firmly believe, however, that we are at a crossroads in
the history of employee benefits.

Since 1921, the government has encouraged the
development of employee benefit plans. But there is every
indication that it is now attempting, for the reasons noted
above, to reverse this policy.

Complicating this fact are the increased cost pressures
on our businesses at a time of intense international
economic competition and the changing demographics of
our workforce, which has complicated both the design and
communication of our employee benefit plans.

I know it will be a tough challenge to proactively
manage the employee benefits area during these changing
times, but it must be accomplished if we are to maximize
our companies' earnings by preserving the current
cost-effective system of employee benefits. .

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

Ask A Benefit Manager and Ask A
Risk Manager answer written ques-
tions from readers on risk and bene-
fit management issues.
This month's column, on employee
benefit issues, is written by Joseph
Duva, director of employee benefits
and compensation at SCM Corp. in
New York. Next month, Ralph F.
Perry JT., vp and director of risk
<'r management at Amfac Inc. in San
Mr. Duva Francisco, answers risk manage-
ment questions.

Mr. Duva's and Mr. Perry's columns appear alter-
nately on the second Monday Of each month. Mr.
Duva's net column wilt appear in July.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, m. 60611. Please give us your
name, title and employer, however, Business Insurance
will consider unsigned letters.
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New Blues health plan ties rates to CPI

Blue Cross of Greater Philadel-
phia is marketing a new group
health insurance program that
equates changes in premium rates
with changes in the Consumer
Price Index and gives refunds to
groups that reduce their health
care utilization.

The new "CPI" program will be
available July 1 to groups of 30 or
more subscribers. It guarantees that
a group's annual rate of premium

increase or decrease will be equal
to the increase or decrease in the

Consumer Price Index.

To encourage participation in
CPI, Blue Cross will reduce the
premium of groups already insured
by the Blues by 5% during the first
year of participation in the pro-
gram. After that, premium in-
creases or decreases will depend
solely on the change in the Con-
sumer Price Index.

David S. Markson, president of
Blue Cross of Greater Philadelphia
said the CPI program is made pos
sible through the plan's Quality
Care Admissions Review program
which is included in the CPI pro
gram. Under this program, employ
ees must obtain pre-certification
for all non-emergency hospital ad
missions and second surgical opin
ions for certain procedures, such as
hysterectomies and knee surgery.

Utilization review also is per
formed on all hospital admissions.

Mr. Markson said several clients
have reduced their hospital utiliza
tion rates significantly using pro
grams similar to the Quality care
review program, including Hon
eywell Inc. in Minneapolis, whose
utilization decreased 28% from 1983
to 1984, and Bell of Pennsylvania
in Ardmore, whose utilization de
creased 19% from 1983 to 1984.

Participating groups also will re
ceive a refund equal to 10% of their
annual premiums for each year
that their health care utilization is
10% less than it was the year they
joined CPI, Mr. Markson said.

For more information, contact
Blue Cross of Greater Philadelphia,
1333 Chestnut St., Philadelphia, Pa
19107; 215-448-5795.

Ransom coverage

MacLean, Oddy & Associates Inc
now offers kidnap and ransom in-
surance with limits of up to $20
million per occurrence.

The Dallas-based insurance
wholesaler places the broad-form
extortion coverage with Lloyd's of
London syndicate Cassidy Davis
Ltd. If an incident were to occur,
policyholders would have access to
security and management services
provided by Control Risks Ltd. in
London at no additional cost.

The coverage will respond to:
ransom paid after the actual or al-
leged kidnapping of an insured
person; extortion paid after a threat
to kill, injure or abduct an insured
person; and extortion paid after a
threat to contaminate or pollute
raw materials and/or products
manufactured by the policyholder
or a threat to cause physical dam-
age to the insured's property.

The policy requires that the in-
sured not reveal the terms or con-
ditions of the coverage.

For more information, contact
Lafay Westbrook, MacLean, Oddy
& Associates, 2121 San Jacinto,
Suite 1818, Dallas, Texas 75201;
214-969-0090.

Electronic equipment

North American Managers, an
American International Group Inc.
company, says it has introduced
electronic equipment insurance

that provides coverage beyond the
standard risks.

The insurance, which is tailored
for the protection of telecommuni-
cation systems, data processing

products & services

equipment, measurement control
facilities and medical systems,
among others, also protects against
negligence, improper handling,
clumsiness, human error, over- or
under-voltage and willful acts by a
third party. None of these is usually
covered, according to the company.

North American says coverage
also can be expanded to cover risks
including changes in :he room tem-
perature where the equipment is
kept, condensation or corrosion
damage and mistakes in inventory.
The coverage is available through
the Birmingham Fire Insurance
Co. of Pennsylvania, another AIG

affiliate.

Computer crime coverage and

errors and omissions coverage also
can be provided through the Na-
tional Union Fire Insurance Co. of
Pittsburgh, an AIG company.

Deductibles and limits vary ac-
cording to the type of equipment.
For instance, coverage for private
branch telephone exchanges can
range from $2,300-$3,300 for small
installations, to $36,000-$180,000 for
large ones.

For further information, contact
Jeffrey Lejfer, North American
Managers, 99 John St.. New York,
N.Y., 10038; 212-770-8350.

Reinsurance books

Oklahoma City-based Interstate

Service Corp., has published three
books: "Reinsurance: A Practical
Guide," "The Captive Insurance
Company" and "Reinsurance and
Reinsurance Management."”
"Reinsurance: A Practical
Guide," is a 40-page softbound pub-
lication written by Andrew J.
Barile which frovides an overall
view of the reinsurance market
and of what goes into designing a
comprehensive reinsurance pro-
gram. The publication, which is
$9.95 postpaid, includes a glossary

of reinsurance terms.
"Reinsurance and Reinsurance
Managment,"” which was compiled
by Mr. Barile and Peter R. Barker,
has more than 100 articles written
by leading insurance and reinsur-
ance professionals worldwide over
the past 25 years, according to In-

terstate.

Topics covered include treaty
and facultative concepts, the role of
the reinsurance intermediary and
buyer and the reinsurance agree-
ment. The 600-page looseleaf
binder costs $75 in the United
States and $90 elsewhere.

"The Captive Insurance Com-
pany," written by Mr. Barile, dis-
cusses offshore locales for captives,
the reasons for forming them, their
management and administration,
how they can become a profit cen-
ter, and tax information.

Included is a list of more than 650
captives in existence, their owners
and where they are domiciled. The
80-page softbound book is $12.95
postpaid.

The books can be purchased
from the Interstate Service Corp. at
P.O. Box 1725, Oklahoma City,
Ok<la. 73101 .

66It took us 6 years to develop

Commercial Lines Automationl
Your company can have it

right now:’

Edward B. Shires, President, CLA Corp.

Our automated cost benefit model can project the potential impact of CLA
on your insurance company's operation in minutes.

Write Ed Shires, President, CLA Corp., 1 Riverview - -.
Square, East Hartford, CT 06108.

A subsidiary of The Hartford Insurance Gratp

orp.
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Washington D C 20036 202 467 6738

ence in San Francisco sponsored by Peat Mar

ticipants $535 for all other's Also Oct 34 m New Programs, The College of Insurance One Insur- JUNE 27 Stress Management Sharing Japan's
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grams Divts on The College of Insurance One n

surance Dlaza 101 Murray St, New York N Y
10007,212-962 411

10007,212 962-4111

and America's Experiences conference in New
York, sponsored by The New York Business
Group on Health Ine, fees to be announced The

JUNE 18-20 Industrial Fire School i Ma- New York Business Group on Health Inc 1633

rinette Wis sponsored by Ansul Fire Pro ection

Broadway, 46th floor, New York NY 10019, 212-

JUNE 9-12 Risk Management'85, The Turning $650 Also Aug 6-8, Sept 17-19 and Oct 7-@, all in 397-1260
F merican Bankers Assn $555 for members $-35 JUNE 34 Asset/Liabality Management Prof- Tideconference in San Diego Calif, sponsored by Mannette Sara Lambrecht, Ansul Fire hrozee

the Publ c Risl- & Insurance Management Assn, non, 1 Stankn St, Mannette Wis 54143

$400 fcr memb-rs $325 for additional registra -Its

JULY 15-19 Occupational Respiratory Protec>
tion course in Los Angeles sponsored by ihe Unt

wick and Darling & Assoc ates $€75 Also July from same company, $450 for non-members $375 JUNE 19 Long Island Update Cost C,intain- versity of Southern California $750 Registrar
ment Through Benefits Design and Acmints- Office of Extension and In Service Programs In
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Eon 69 Brookfield Wis 53005 0069 414 786 6700

JUNE 3 Michigan Surplus Lines Assn's Edu-
cational senunar jn Troy Mich $30 formembers

JUVE 4-6 Utilities Fire School m Marinette
Wis spcnsored by And rtre Patection $650
Also July 30-Aug | and August 2; 29 all in Ma

Stanton St Marinette n B /4.43

JUNE 67 Quantitatife Techniques for Risi

for additional -egistrants $220 for PRIMA gov

ernmeit. Reg strar, PRIMA, 1120 G St N W
Suite 717 Washington, DC 20005 202-737-7556

JUNE 1[-14 Industrial Ventilation Fundamen

and In-Ser,ier Programs Los Angeles Ca,,if

$35 for non members Thomas Bloom prewdent Management seminar in Ch,ago sponsored b, 9008940:1,1 13-743-6523/6524

Michigan Surpluf Lines Assn PO Box 37)1

The College of Insuranze $495 for sponsoring par

WE'RE TRUCK WRITERS!

We use A rated paper.
We write PHD, Cargo, Fuel Bonds,
WC, GL and Primarv.
We write individuals and we write fleets.

OUR TRUCK UNDERWRITERS ARE:

Wally Crapo - Rrmerly of Alexander
Howden

Guy Stephenson - Rrmerly of Occidenta

John Majewski - Fcrmerly of Carohna

JUNE 1*14 Loss Control Management servi

The New York Business Group on Health 510 for versity of Southern California, Los Angeles Calif
members $25 for non-members Registr. r The 90089-0021 213 743 6523/6524

New York Business Group on Health In, 1633

Broadway, 46th floor New York, N Y 100 9 212- JULY 16 Preparedness for Chemical Emer
tals coirse 1 1 Los Angeles, offered by the Univer- 397 1260
rinette Sara Lambrech Arsil Fire Protection sity of Southeri Cahforn,4 $650 Registrar, Unt
versity O- Sc,uthern Cahforma, Insti ute of Safety JUNE 19 Advanced Cost Contammen{ work
and S>stenb Management Office of Extension shop in New York, held by Health Researen Insti- Wacker Dr Chicago, Ill 60606 312-372 7373

tute, $195 Workshop Coordinator, Hea-th Re

search Institute. 49 Quail Court Suite 200, Walnut

Creek Calif 94596 415-676-2320

nar in Attaita sponsored by the nternational JUNE 19 Third Party Administrator work
Loss Cortrol Irstitute $695 Registrar, ILCI, PO shop in New York sponsored by Health R .search Dr Chicago, Il 60606 312 372 7373

Box 345 Liganville, Ga 30249 1 300 554 60)1
404-46E-2208

JUNE 1- 11 Petroleum/Chemical Fire School
in Mannette, Wis, sponsored by Ansul Fire P-0
teetion #65( Also June 2446, July 16-18, Aug
20-22, Sept 1042 and Oct 1-3 all in Marmette

Institute $395 $195 for subsequent registrants

from same zompany Workshop Coord- nator

Health Research Coordinator, 49 Quail Court,

Suite 200 Walnut Creek Calif 94596,4 :5-676
2320

JUNE 1421 Fourth Annual Workers Ccmpen.

gencies conference m Chicago held by llhnots
State Chamber of Commerce $90 for members
$135 for non members Carol Jensen iSCC 20 N

JULY 17 Health Care Cost Containment con

ferenee in Chicago sponsored by lllinois State
Chamber of Commerce $90 for members $135 for
non members Carol Jensen ISCC, 20 N Waeker

JULY 17 Plan Design conference in Chicago
sponsored by the lllinois State Chamber of Com
merce, $90 for members, $135 for non members Reg
:strar ISCC, Center for Business Management 20 N
Wacker Dr Chicago Il 60606, 312-372 7373

Sara Lambrecht Ansul Fire Protection, 1 Stanton sation semirar m Orlando, Fla, sponsorec by the JULY 21-27 National Wellness con ference in

St,Mainette Wis 54143

Florida Assn of Self Insurers, $150 for me mbers

$175 for non-members Keylon Patch executive

JUNE 11-11 The Supervisory Management director, FASI, PO Box 4850, Winter Pa-' Fla

Prograir, w N,w York, sponsored the The Col

lege of Insu-anze, $540 for college sponsors $620

32793 305-657 9574

Stevens Point, Wis, sponsored by the University
of Wisconsin-Stevens Point, $325 for the week
$75 per day members of the National Wellness
Assn receive $15 discount on full registration or
gantzations with three or more attendants receive

for others Ronnie Kranis Professional Develop- JUNE 20 MediCal Directors workshop ,n New special discounts Registrar National Well ness
ment Fregrams The College of Insurance One _n- Yolk, sponsored by the Health Research Irstitule, Conference South Hall UWSP South Point Wis
surance Plaza-101 Murray St New York, NY , $195 Registrar, Health Research Instit-te, 49 54481 715 346 2172/2572

10007 212-9E 2-4111

JUNE 13 Secoid Annual Competition for Out-

Quall Court Suite 200, Walnut Creek, Calif 94596
415 676-2320

JULY 22-26 Sampling and Evaluating Air-
borne Asbestos Dust course in Los Angeles

standlig Performance luncheon n New Yo-k, JUNE 20-21 Permatal Risk Management Un sponsored by the Ur tiersity of Southern Catifor
sponsored by he National Absn of Insurarce derstandang and Preventing the Multinillion nia $675 Registrar, Office of Extension and In
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Bond Servi.es 127 John St Neu York, N Y the America- Society for Hospital Risk b anage- Management University of Southern California
mentand The Structured Settlements Co 5 1 75 for

John Fbrtune - trmerly of Carolina
Mike Lane - R:rmerly of' Ransportat on GA

Herbert F. Baker

President
(Former Vice President of Zurich of lllino s,

Agency contracts available for truck producers

---—-6 TRUCK UNDERWRITERS

OFAMERICA,INC.®

1655 Peachtree St , Suite 520, Atlanta, GA 3C309 TELEX 80-4319

E 1984 American Truck Underwriters, inc (TM)
All Rights Reserved

Watch for

} ou r ad
OO in the
May 27
’ issue.
RearidLenihan

10038,212-4.0-E393

ASHRM members $235 for non-members Also

JUNE 13 Strietured Settlements and Risk Sept 30-Oct 1 in San Francisco ReE strar
Management seminar in Minneapolis sponsored Amenean Hispital Assn Division of Edcation Strategies course in Los Angeles, sponsored by

by Set lement Planmng Inc $95 Dave Terull
hger, Seulernert Planning Ine 6800 France A.re
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840 N Lake Shore Drive, Chicago Ill 606 1 312
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Los Angeles, Calif 90089 0021 213 743 6523/6524
JULY 29-31 Industrial Hygiene Sampling
the University of Southern California $425 Reg-

istrar Office of Ex,ension and In Service Pro-

grams Institute of Safety and Systems Manage

JUNE 20-21 Labor/Management confer.nee in ment University of Southern Cahforma Los An

New York ponsored by Health Researca Insti

JUNE 11-18 Health Care Cost Containment tute, $195 Workshop Coordinator, Heaph Re
search Institute, 49 Quail Court Suite 200, Walnut AUG 1 2 Ergonomics course in Los Angeles
search Institute $395 Workshop Coordinabr, Creek Calif 94596, 415-676-2320

workstop in New York, sponsored by Health Re

Health Research Institute 49 Quail Court Suite
200 Wal.aut Creek, Calif 94596

geles Calif 90089-0021,213 743 6523/6524

sponsored by the Ur iversity of Southern Califor
nia, $375 Registrar Office of Extension and In

JUNE 20-21 The Brief Course in Reinsirance Service Programs, Institute of Safety and Systems

in New York sponsored by The College o Insur

JUNE 11-19 1985 Trustees and Administrators ance, $145 Laura McKeon Professional Dn elop
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International Foundation of Employee Benefit surance Plaza-101 Murray St. New Yorr NY

Plans $420 -or members $495 for r on-members
Also Sept 23-2: m Banff Alberta, Canada Relis-

10007 212 962 4111

Management University of Southern California
Los A ngeles, Calif 90089 0021 213-743 6523 /6524

AUG 5-7 Recognition of Accident Potential m
the Workplace Due to Human Factors course in
Los Angeles sponsored by the University of

tration [ep,rtnent. IFEBP PO Box 69, Brook- JUNE 23-27 The Advanced Course m Rdinsur Southern California $425 Registrar, Offtce of Ex
ance in New York sponsored by The Co lege of tension and In Service Programs Institute of
Insurance, $825 for college sponsors $450 for Safety and Systems Management University of
JUNE 18 Delending Insurance Claims for others Laura MeKeon Professional Devel,pment Southern Californi: Los Angeles Calif 90089
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$295 Ronnie K,rannis Professional Development

The Special Risk Specialists
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JUNE 23-28 The Management Program 3 New

0021 213 743 6523/6524

AUG 8-9 Legal Aspects of Occupational
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sored by the University of Southern California
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New Hampshire House

OKs captive

Continued from page 2

"Additionally, Hawaii will find
itself as a unique resource to the
captive insurance market with its
natural ties to Asia. Clearly, com-
peting locales such as Vermont and
Tennessee cannot offer the affilia-
tion Hawaii has long enjoyed with
such markets in Japan, Hong Kong
and Singapore," Mr. Shito said.

Several provisions in the New
Hampshire and Hawaii bills are
identical to Vermont's captive stat-
ute. They include:

« Capitalization and paid-in sur-
plus requirements of $250,000 for
single-parent captives and $750,000
for association captives.

« Simplified reporting require-
ments for single-parent captives.

* Freedom from prior rate and
form approval.

* Freedom to underwrite third-
party reinsurance.

There are some differences, how-
ever, between the two bills and
Vermont's captive law. For exam-
ple, the New Hampshire and Ha-
waiii bills allow captives to directly
write all commercial property/cas-
ualty lines, including workers com-
pensation. Vermont bars captives
from directly writing workers
compensation risks, though cap-
tives can reinsure work comp cov-
erages written through a fronting
arrangement.

In addition, a special group cap-
tive arrangement, known as an in-
dustrial insured captive, is allowed
under Vermont's statute and the
Hawaii bill. The New Hampshire
bill does not call for such an ar-
rangement.

In Vermont and under the Ha-
waii proposal, an industrial insured
captive is required to have $500,000
in capital and paid-in surplus, com-
pared with the $750,000 require-
ment for an association captive.

The New Hampshire bill calls for
a 1% premium tax, the same as the
Vermont captive statute.

In Hawaii, captives would pay
the same premium taxes as com-
mercial insurers: 0.8775% on ocean
marine gross underwriting profits
and 2.9647% on premiums written
in other property/casualty lines.
Hawaii's premium tax, though,
would be phased in over a five-
year period.

The introduction of the New
Hampshire and Hawaii captive
bills follows a trend of rising state
interest in attracting captive insur-
ance companies after years of in-
difference or hostility.

In 1972, Colorado became the
first state to pass a captive law.
Tennessee followed in 1979, and
later liberalized its statute in 1982.
Colorado now has 23 licensed cap-
tives, while Tennessee has at-
tracted seven.

Virginia, which enacted a cap-
tive law in 1980, still is waiting for
its first captive.

In Vermont, 24 captives have
been licensed-including two cap-
tives set up this month by Toyota
Motor Sales U.S.A. of Torrance
Calif., and Charter Medical Corp, a
Macon, Ga.-based hospital chain-
since the Green Mountain State

Storm damage
set at $15 million

Wind, hail and tornadoes caused
an estimated $15 million in insured
property damage in parts of the
Midwest on March 26-29, according
to C.E. Hermanson, vp of the Prop-
erty Claim Services division of
American Insurance Services
Group Inc.

The heaviest damage, an esti-
mated $5.5 million, occurred in
Texas.

The storm was assigned Catastro-

phe Number 62 by the Insurance
Services Office. -

legislation

passed its pacesetting statute in
1981.

Delaware, which passed captive
legislation in 1984, could become
the home of several captives later
this year, state insurance depart-
ment officials say.

Employer groups are cheering
this recent move by states to re-
move barriers to the formation of
captives.

"With the market crunch coming
up, we are going to need as many
financing mechanisms in as many
states as possible," said Jon Har-
kavy, director of governmental af-
fairs for the Risk & Insurance Man-
agement Society in New York.

"States see captives as a revenue
source and a way to attract and re-

tain corporate business," Mr. Har-
<avwvy added. -
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Beckett to explain huge losses to members

By STACY SHAPIRO

LONDON Officials at Richard
Beckett Underwriting Agencies
Ltd. are scheduled to meet today
with up to 1,500 members of
Lloyd's of London syndicates it
managed to explain why the mem-
bers must pay up to 60 million
pounds ($74.4 million at recent ex-
change rates) in syndicate losses.

The agency already has advised
members to contact their individ-
ual stop-loss insurers to see if those
policies will cover any of their

Il r A <> 1

debts. And, the agency has told
members that a special steering
committee to look into the matter
has been formed by the members.

Members of the beleaguered syn-
dicates also have contracted with
accountant Price Waterhouse to
audit the syndicates' accounts.

"We will do everything we can to
help the names of these syndicates,"
said Graham White, managing

director of Richard Beckett. "But,
to the names, the message is, 'keep
calm.” This is not a moment for
hysteria."

The syndicates managed by
Richard Beckett-formerly called
PCW Underwriting Agencies Ltd.
-have suffered the largest losses in
Lloyd's history. Mr. White said a
total of eight syndicates lost the 60
million pounds over a four-year pe-

rioggbetwveen 1979 and 1982, the
ye! jl!st !ndingﬁ
three-year accounting system (Bl,
May 6). That's larger than the $42
million loss suffered by the Sasse
Syndicate in the late 19705 (BIl, May
30,1983).

In addition, Beckett's parent,
Minet Holdings P.L.C., has an-
nounced it will close the agency by
the end of the year and run off its
business.

The syndicates affected are ma-
rine syndicates 810, 618, 869 and
948 and aviation syndicate 859-all
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of which suffered moderate losses

Lloyd's——and non-marine syndicates 918,

940 and 157 which suffered se-
vere losses.

Except for the aviation syndi-
cate, all these syndicates ceased un-
derwriting last year under these
syndicate numbers.

Worst hit is syndicate 918, whose
350 names may have to pay up to
51,800 pounds ($61,642) each for
every 10,000 pounds ($11,900) of
premium volume they wrote.

The syndicate's results from
1983 and 1984 are not known yet
under Lloyd's three-year account-
ing system, but Beckett's prelimi-
nary estimates are that those losses
will not be as great.

If the agency has over-reserved
to pay current and future losses, the
members may get some money
back in the future. But, if the losses
are greater than anticipated, they
may have to pay again.

The losses stem from "bad under-
writing," and not from any alleged
misappropriation of syndicate
funds, Mr. White said. According to
a letter sent to syndicate members,
the main losses were on American
liability business.

"Particularly hit have been such
coverages as product liability, pol-
lution, medical malpractice and
personal injury, all of which have
produced substantial settlements
and outstanding reserve increases,"
the letter says. "In addition, there is
an increase in asbestosis liability
claims.

"American liability business con-
tributed over 50% of Syndicate
918's total premium volume during
the period from 1973-1982, which
did not alter materially for the
years 1983 and 1984. As is apparent
from the results of other syndicates
now being reported, this general
class of business is now, with bene-
fit of hindsight, recognized as an
area where, ignoring the effect of
investment income, underwriting
profit is difficult to achieve."

The losses are in addition to the
38.9 million pounds in losses that
resulted after reinsurance premi-
ums allegedly were diverted be-
tween 1973 and 1981 to offshore
companies to benefit former PCW
and Minet officials. About 90% of
the members last year accepted an
agreement with Minet and Alex-
ander Howden Group P.L.C. to pay
most of those losses in exchange for
the members agreeing not to sue
(Bl, July 2, 1984).

Lloyd's has extended the compli-
ance with its solvency require-
ments to July 31 from the normal
May 31 deadline. But, the members
must pay their share of the losses to
Richard Beckett by June 30 to meet
this deadline.

Under Lloyd's rules, the mem-
bers are unlimitedly liable for the
losses. "Inevitably, certain people
will not be able to pay,” Mr. White
said.

Any valid claims that cannot be
paid by the members will be paid
by the Lloyd's Central Fund.

"Clearly, the losses reported to
you above will be of grave financial
consequence to you," Richard
Beckett said in the letter to names.
"Nevertheless, it is our duty in the
interest of the protection of policy-
holders who have paid premiums
on Lloyd's policies to comply with
the audit procedures laid down by
Lloyd's and approved by the De-
partment of Trade."

Meanwhile, Minet has an-
nounced that it will close the
agency and run off its business by
the end of the year. As the business
is being run off, Minet will consider
what to do with three profitable
syndicates the agency managed.

The closure "will ensure chat as
far as possible, the interests of our
shareholders, employees and the
members of the syndicates are pro-

Continued on nezt page
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tected,” Minet said in a statement.

"The company has received firm
legal advice that it has no liability
for the PCVV affair nor the under-
writing losses now faced by names
and will vigorously defend any suit
brought against it," Minet said.

Minet has reported an 8.3 million
pound ($9.9 million) extraordinary
charge in its 1984 results stemming
from the Beckett losses.

Last week, Lloyd's Chairman
Peter Miller said if Minet closes the
agency by the end of the year,
Lloud's will make sure an agent is
appointed to oversee members' af-
fairs and complete an orderly run-
off.

"It is the duty of the Council of
Lloyd's to ensure that all names
have a competent agent to act for
them," he said. "We shall monitor
this aspect very closely in the com-
ing weeks and months.

Sphere Drake loss

Sphere Drake Insurance PLC.,
the largest of Alexander Howden
Group P.L.C.!'s ill-fated under-
writing subsidiaries, reported an
aftertax loss of nearly 12 million
pounds ($14.3 million) in 1984, com-
pared with a profit of 969,000
pounds ($1.2 million) in 1983.

Howden's parent, Alexander &
Alexander Services Inc., an-
nounced earlier this year that it
would boost the reserves of Sphere
Drake and other Howden under-
writing units and planned to sell
off the subsidiaries.

The losses were attributed to "a

number of factors, the major ones
being a high incidence of new as-
bestosis losses advised during the
latter part of the year, an unex-
pected deterioration in certain ex-
cess-of-loss non-marine accounts
and a high frequency of loss on the
now terminated U.K. property and
overseas facultative accounts,”
Sphere Drake announced.

Sphere Drake is more optimistic
about the future, however, now
that its loss reserves have been
strengthened by A&A to 122.7 mil-
lion pounds ($146 million) from 99.5
million pounds ($118.4 million), the
company said.

Sphere Drake, however, will
continue to underwrite until A&A
disposes of the company (Bl, March
11).

'Matter of disgrace'

It is a "matter of disgrace"” that
suspects accused of misappropriat-
ing millions of dollars at Lloyd's of
London have not been prosecuted,
Lloyd's Chief Executive lan Davi-
son told the International Reinsur-

ance Law conference in London
recently.

So far, no criminal indictment
has been brought by the Depart-
ment of Public Prosecutions, which
would bring such charges, against
any of those accused of misappro-
priating money at Lloyd's, Mr. Da-
vison noted.

"l believe it is a grave indictment
of the British Constitution that
shoplifters are regularly given six
weeks, but those who lift larger
sums seem to be able to escape
without prosecution,” Mr. Davison
said.

However, he stressed, such cases
of misappropriation of funds have
been few at Lloyd's. And, in these
cases, money has been recovered
for members and "in no case were
policyholders affected,"” he said.

Mr. Davison admitted that
Lloyd's, too, has delayed final ac-
tion on investigations into syndi-
cates once managed by Alexander
Howden Underwriting Ltd. and
PCW Underwriting Agencies Ltd.
But, he said, the delay has been
caused by those people accused
testing Lloyd's authority in the
civil courts.

And, he said, "There will be no
kangaroo courts. .There will be
no cover-up. . .And the results (of
any investigation) will be made

known and clear.”

In his luncheon speech at the re-
insurance law conference, Mr. Da-
vison said that, before he came to
Lloyd's, he did not realize "what an
extraordinarily litigious market
this is.”

Mr. Davison said three things
have been done during his tenure
to prevent "dubious" underwriting
practices.

Lloyd's members now must be
informed of any personal interest
underwriters or their relatives
have in any related business. Un-
derwriters also must disclose their
reinsurance arrangements in their
annual reports. And, the Council of
Lloyd's has banned any syndieate
reinsurance with companies in
which underwriters or their rela-
tives have any personal interest.

In addition, Mr. Davison said, the
council plans to ban managing
agents from owning reinsurance
companies or placing business with

a brokerage in which the agent or a
relative has an interest.
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Continental Underwriters. Ltd.. has
earned the confidence and respect of
a large and impressive clientele
because those terms "average" and

a. "business as usual" have no part in our

1 professional vocabulary. During our
nimerous productive years in the marine
insurance business, we have been dis-
tinctly unusual in our durabilily and
staying power in trying times. Equally
unusual is our willingness to underwrite
HLII and Machinery plus Primary and

Excess Protection and Indemnity. And
most unusual of all is the consistent
quality of our performance which gives
an added measure of security to our
clients So if you don't find "average"
appealing. please give us a call.

Continental
Undefwriters, Ltd.

419 Decatur St.

WGpheE ) 5617493

Telefax (504} 581-7497
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Asbestos litigants eye
decision apportioning
costs among insurers

By STEPHEN TARNOFF

SANTA ANA, Calif.-In a deci-
sion that could affect insurance liti-
gation between asbestos producers
and their insurers, a state aEpellate
court says five insurers must share
payment of a policyholder's de-
fense costs for litigation over prop-
erty damage that occurred over a
10-year period.

In American Star Insurance Co.
us. American Employers Insurance
Co., the California Court of Appeal
for the 4th District held that there
was an "occurrence" in each policy
period and that $60,000 in defense
costs should be apportioned among
all of Kennedy Mechanical Con-
tractors Inc.'s liability insurers.

The litigation against Kennedy
stemmed from "pinhole" leaks

caused by defective pipe that was
installed in 1971. The leaks Dontin-

ued at least until 1981, The Ken-
nedy case did not involve asbestos.

But, because the decision defines
"occurrence" in CGL policies and
spreads the liability among the in-
surers, some say it could be a prece-
dent in litigation between asbestos
producers and their insurers cur-
rently taking place in a state court
in San Francisco (Bl, March 4).

In that litigation, five asbestos
producers, including Manville
Corp., and scores of insurers are
fighting over what should trigger
coverage for long-laten: bodily in-
jury and property damage claims
pending aganst the asbestos pro-
ducers.

Since the decision, insurers in
the San Francisco litigation have
filed an amicus curiae brief with
the California Supreme Court ask-
ing that the American Star decision
be reversed or that it be decertified
so that it cannot be cited as prece-
dent.

The dispute in American Star
was between various primary in-
surers that insured Kennedy from
1971 through 1980 under compre-
hensive general liability policies.

American Employers wro-e cov-
erage for Kennedy from Jan. 1,
1971 until Dec. 31, 1972; Northern
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Assurance Co. of America from
Jan. 1, 1972, until Dec. 31, 1972;
American & Foreign Insurance Co.
from Dec. 31, 1972, to Dec. 31, 1973;
American Star from Dec. 31, 1973,
to April 15, 1976; and Gulf Insur-
ance Co. from April 1976 to April
1980.

Kennedy had entered into a sub-
contract with a general contractor
to install water and gas pipes in a
building project. The pipes were in-
stalled in 1971 and 1972.

From 1973 to 1981, various "pin-
hole" leaks occurred in the pipes;
however, the defective pipes that
caused the leaks were not reason-
ably discoverable until 1974, the
court said.

After the suits were filed against
Kennedy, it first requested a de-
fense from Gulf, which declined.

American & Foreign, however,
accepted the defense under a reser-
vation of rights and spent $2,100 on
defense. American Star subse-
quently picked up the defense.

Kennedy was eventually found
not to be negligent in installing the
pipes.

In 1980, American Star filed a
declaratory judgment action to re-
cover defense costs and indemnity
from the four other insurers.

The Superior Court held for
American Star, finding there was
continuous damage from installa-
tion of the defective pipe up to the
time of trial and that all of the in-
surers whose policies covered only
a portion of the period were jointly
and severally liable.

The court also found that Ameri-
can Star paid $60,294 for defense
costs, which the other insurers
would have to share.

American Employers, Northern
Assurance, American & Foreign
and Gulf then appealed this part of
the judgment.

Relying on a 1983 case, California
Union Insurance Co. v. Landmark

Insurance Co., the appellate court
affirmed the trial court's decision
apportioning the defense costs
among the insurers.

"We agree with the conclusion
reached by the trial court," said the
appellate court. "There was an 'oc-
curence' in each policy period,
hence each insurer was liable for
the costs of Kennedy's defense.”

The court noted there were two

"crucial facts" upon which it based
its decision. One was that the dam-
age was caused by pipes that were
defectively manufactured.

"The resulting damage was, in a
very real sense, preordained frorn
the time the pipes were installed,"

the court said.

The second "crucial fact” was
that the damage occurred during
each policy period.

"It was occurring from the time
the pipes were installed and placed
in use. This was a continuous de-
generative condition,"” the court
added,

"IN our view, under these cir-
cumstances, it would be arbitrary
to select some finite point, or
points, to fix liability."”

"We are called upon to deter-
mine whether there was an 'occur-
renee' during each policy period,”
the court added. "We believe there
was."

The court said that American
Employers and Northern Assur-
ance would also be liable even
though they insured Kennedy in
1971 and 1972, before any leaks
were observed.

". . .Damage was occurring from
the time the pipe was installed and
put to use," the court said.

"Since we view this damage as
one continuing occurrence result-

Continued on net page
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the process of deterioration was in firm of Bolton Dunn & Moore. said construe it to be binding on a trial it as an overwhelmingly significant from those buildings, said Mr An-

motion," the court said "Thus, an that a_mong the arguments by Judj.;e he said That might restrict case because it is "not @ new depar- derson of the firm of Anderson
'occurrence’ was taking place dur- American Employers IS that prod- Judge Ira A Brown in his decision ture in California," and the Califor- Russell Kill & Olick in New York

ing IAII-TIQI'S,,coverage period, and it uct liability and work product ex- ir. the California asbestos litigation, ma Union case cited by the court in He added that the American Star
oF s ave clusions in the policies negated cov- said Mr Kaufman of the firm Hall, the American Star decision comes decision was also significant be-

Donjald H Moore, an a_ttorne_y for erage Henry Oliver & McReavy to a similar conclusion cause the suit did not involve poli-
American Employers, said the in- Those issues were not addressed "We don't want to restrict Judge Attorney Eugene Anderson, who cyholders but was a dispute involv-
surer has filed a petition for a hear- in the appellate court Brown in his decision " represents asbestos policyholders in ing only insurance companies
Incentives

help Blues cut
maternity cost

Blue Cross/Blue Shield plans
across the country are reducing T

maternity costs by as much as $785 Believing in whatyoss do

by offering incentives to new
mothers who shorten their hospital -A /i Andwbpyoldelt

stays These savings will help re-
duce group health care rates, ac-
cording to BC/BS

A spokeswoman for the Blue Fa%% f .
Cross/Blue Shield National Assn - Ann MCCI’eary haS ra|sed OVer.tWO
said at least 16 plans offer incen- -,z
tives ranging from home nursing T hundred children. But not one of
care coverage to up to $200 cash «

Blue Cross/Blue Shield of New . them was hers
Hampshire pays $200 to new moth- /; . : - '
ers who leave the hospital within
24 hours after delivery The mother 44 1/2 ,-f 1 Over the last 35 years they've
also receives three visits by a regis- - f -
tered nurse and nine hours of L] r, . .
h ) come to her ranch Tired, afraid,

omemaker services f =50 1-118
inshoef about 1618 on tese navterage I unwanted And they're still coming.
maternity stay, a spokesman for —-I>» .
i i *i . .

BC/BS of New Hampshire said Though it might seem Impossible,

Seven of New Hampshire's 27

. - . . - . 7T4a41 s

hospitals participate in the incen- .
tive program by identifying candi- she gets to know them all Each one
dates and coordinating the home
health care To take advantage of as an individual Each one entitled to
the program, which is offered as
part of the plan's regular hospital- -4 R-12s
ization coverage, a woman must . . be treated and respected as such She
stay in a participating hospital 5 A K .«

Blue Cross/Blue Shield of Rhode g|ves them the |ove and attenhon
Island does not offer a cash incen-
tive, but it supplies up to 14 days of e 1
free home care to mothers who they need
leave the hospital within 24 hours

‘ She cares

after delivery This includes three _
visits by a registered nurse, one

visit by a pediatrician and up to 20 H .

hours of health aid services I I I I At ERC! we try to glVe eaCh Of our
These incentives also are offered

to women who deliver by Cae- clients the same kind of personal

sarean section and leave the hospi- )

tal within four days after delivery attention. We strive to know each one

The Rhode Island plan iS in-
cluded in its regular hospitalization
coverage and saves $517 on Cae-
sarean sections and $785 on routine

as an individual, with his or her own

deliveries, a spokeswon?an said f particular needs and wants
Blue Cross/Blue Shield of Cen- e
tral Ohio is testing an early mater- .
g Y And while our efforts aren't as

nity discharge program with two
local employer groups The Ohio
program pays new mothers $200 1f noble as Ann McCreary's, we hke to
they leave the hospital within 24
hours after delivery and $100 if
they leave within 48 hours after de-
livery An evaluation of the pro-
gram showed a savings of "at least approach that's helped us raise quite
$400 a case," said Molly Michael,

director of cost containment

think that it's been our very personal

In January, Blue Cross/Blue a large family of our own

Shield of New Jersey began offer-
ing an incentive program as part of
its regular coverage It provides

three visits from a registered nurse 5' Emple,wrs Rednessrers< Colper#NON 5200 Metcalf, Overland Park, Kansas 66201
and one visit from a home health ’ ’
aid for mothers who leave the hos- Atlanta Boston Chicago Columbus Houston

pital within 48 hours after delivery Los Angeles New York San Francsco Toronto

Cost savings figures were not
available yet, a spokesman said .
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Three states to test new comp rate system

Continued from page 3
pensation Insurance.

The plan was developed by the
NCCI, a New York-based workers
compensation ratemaking and re-
search organization, in response to
growing concern by employers in
the construction industry that the
present workers compensation rat-
ing system is inequitable.

Every state-except Washington
-figures workers compensation
rates by multiplying a job classifi
cation rate by $100 of payroll.

However, building and construe-

Executive Placement

Nationwide specialists in

COMPENSATION & BENEFITS

V.I.P. RESOURCES, INC.
278 Cratton Avenue
Staten Island, NY 10314

(718) 494-6725 Joseph Gross

tion companies that employ high-
wage or unionized workers say
they are paying higher-than-aver-
age workers compensation premi-
ums, even though they have better
safety programs and, therefore,
better loss experience than com-
panies with lower-paid employees.

They have convinced state legis-
lators to introduce bills that would
base work comp rates on the num-
ber of hours wcrked by employees,
as is now done in Washington.

lllinois, Maryland, Pennsylvania.
Nebraska and Oklahoma consid-
ered similar legislation last year.
Legislation was introduced again
this year in all of these states ex-
cept Oklahoma. Similar legislation
has also been introduced this year
in California and Montana.

The Montana and Maryland
measures, which called for the con-

CDC

Award of Excellence
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employee benefits program
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version to a man-hour-based sys-
tem in the construction classifica-
tions only, were studied and subse-
quently killed in committee. How-
ever, the measures in lllinois,
Pennsylvania and Nebraska are
still under consideration.

In lllinois, H.B. 159 calls for the
use of a man-hour-based system in
all classifications, while H.B. 160
calls for the man-hour-based sys-

tem to be used just in calculating
rates for construction elassifica-

tions. Both bills are in the House on
second reading.

The NCCI is working with the
sponsors of the lllinois legislation
in an attempt to have the bills
withdrawn since the lllinois Insur-
ance Department already has ap-
proved the use of LRAP. But, a co-
sponsor of H.B. 159, Rep. William
Shaw, D-Chicago, said he saw no

reason why the Legislature
shouldn’. still consider the bills
calling for a man-hour system.

The NCCI is compiling data to
determine how much construction
companies in lllinois would pay in
premiums under she current sys-
tem, compared with those under
LRAP and a man-hour-based sys-
tem. That study is expected to be
completed in early June.

A similar study was conducted
last year in Oregon. The results of
that stLdy supported the contrac-
tors' claims of premium inequity
(BI, Sel:t. 24, 1984). The conclusions
of that and a subsequent study con-
vinced a special workers comp task
force in Oregon to recommend to
the insurance commission that
LRAP be approved in that state
(Bl, Nov. 26, 1984).

"We're following the recommen-
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dation of the governor's task force;
at least for now," Oregon Insurance
Commissioner Josephine M. Dri-
scoll said (BI, Feb. 4).

In California, A.B. 2119, which
calls for a man-hour-based system
for construction classifications, has
been assigned to the Assembly Fi-
nance and Insurance Committee
for study. It currently is consid-
ering amendments to the bill.

In Nebraska, L.B. 485 calls for a
man-hour-based system for all clas-
sifications. It has been assigned to
the Business and Labor Committee.
Observers say the bill probably will
be held over to next year, because
the Legislature is set to adjourn
next month.

In Pennsylvania, S.B. 369, which
calls for a man-hour-based system
for construction classifications
only, has been assigned to the Sen-
ate Banking and Insurance Com-
mittee.

Because the Pennsylvania Legis-
lature is looking at a major work
comp reform package this session,
backers of S.B. 369 believe their
measure doesn't stand a chance.

"They want us to trade off for
benefits (reductions), and we won't
accept that," said Tom Miller, presi-
dent of the Pennsylvania Building
and Construction Trades Council.

Meanwhile, legislation to cap the
amount of payroll currently used to
calcuate work comp rates was in-
troduced in California, Oklahoma
and Massachusetts.

The California measure, S.B. 267,
calls for a cap tied into an em-
ployee's minimum earnings rather
than total payroll. The bill has been
assigned to the Senate Industrial
Relations Committee.

In Oklahoma, a measure calling
for a $200 cap on payroll used to
calculate premium was defeated
early in the session.

And, in Massachusetts, the use of
a payroll cap is one of several major
work comp reform proposals intro-
duced last month (BI, March 11).

The NCCI has studied all of the
work comp proposals being consid-
ered by the states, and has given
the highest marks to LRAP, said
Michael Camilleri, NCCl's assistant
vp and director of national affairs.

Mr. Camilleri and other NCCI
representatives have presented the
LRAP concept to the National
Assn. of Insurance Commissioners
and to employers and trade groups
in several states, including Ne-
braska, Virginia and Massachu-
setts.

"I think the key states that have
been scrutinizing this issue would
like to see how LRAP works," Mr.
Camilleri said.

He noted that the bottom line-
the amount of premium collected
by a state that uses LRAP-proba-
bly would be unchanged.

"LRAP is just a redistribution of
collected premiums," said NCCl's
Mr. Hilton. It rewards those em-
ployers with good loss experience
by giving them a larger experience
modification rating credit, and pe-
nalizes those with bad loss experi-
ence, he explained.

For example, an employer that
pays $100,000 in premium and sus-
tains $50,000 in losses may receive
an initial 15% experience modifica-
tion credit, reducing the premium
to $85,000. However, under LRAP,
a maximum credit of 45% could be
added, reducing the premium even
further, Mr. Hilton said.

The same principles are applied
using debits for those employers
with poor loss ratios.

The NCCI is responsible for cal-
culating both the initial experience
modification factor and the LRAP
factor, Mr. Hilton said.

"An important feature of the
program is that there is no addi-
tional work for the insurer or em-
ployer,"” Mr. Camilleri said. "It's an
automatic program.”



Lobbying effort

Continued from page 3

That letter, and a sample letter
employees could send their con-
gressmen, were enclosed in em-
ployees' annual benefits state-
ments. Employees were also asked
to send the company photocopies of
their letters to legislators.

"We've received copies of over
4,000 letters in response from em-
ployees who wrote to their con-
gressmen or senators," said Ken-
neth J. Morrissey, manager of em-
ployee benefits. "And it's still going
on-every day we get more. We'll
probably get 5,000 before this is

He said some union members at
several company locations have
taken a cue from the salaried em-
ployees and started their own let-
ter-writing effort.

The flurry of activity seems to
have captured the sought-after at-
tention in Washington.

"Our Washington office has
heard from some representatives
who are wondering what's going
on," Mr. Morrissey said. "So it's
given us an opportunity to talk to
some legislators about the taxation
question."

He said FMC led the campaign
because it felt its employees' letters
would have more impact than let-
ters on the corporate letterhead.

"It's much more effective for em-
ployees to do this than it is for cor-
porations to do this," he said. "Un-
less employees can convince their
representatives that this is against
what the people want, these bene-
fits may very well be taxed. And if
employees don't want them taxed,
they'd better let their representa-
tives know it."

FMC continues to publish articles
in its in-house newsletter that ex-
plain the employee benefit taxation
proposals and remind employees to
contact their representatives. Sam-

ple letters are printed in the news-
letters, along with the names of
senators and congressional repre-
sentatives in employees' districts.

For most companies, such grass-
roots political organizing is un-
usual. For many, it is a first.

"l don't remember the company
ever encouraging its employees to
become involved in any legislative
lobbying," First Interstate's Mr.

Murbach said.
"It's a deviation from our normal

practice," agreed Howard Mead,
manager of benefits-finance for
Tenneco Inc. in Houston. "Nor-
mally, we have been very low-key,
(but) we felt like these benefits
were under attack. . .(and) it's time
to be proactive rather than reac-
tive. If you aren't proactive, you're
going to miss the boat."

In February, Tenneco sent the
800 salaried employees at its Hous-
ton office a notice alerting them to
the proposals in Washington to tax
benefits and eliminate 401(k) plans.
To make sure the notices got the
employees' attention, they were
enclosed with their paychecks.

The notice, which included a
sample letter, referred employees
to Tenneco's personnel office for
the names and addresses of their
representatives.

"Please read everything you can
on this critical public policy issue,
think about it and act on it,"” the
notice said. It urged employees to
write to their senators and repre-
sentatives, the Senate Finance
Committee and the House Ways
and Means Committee.

Since February, Tenneco has ex-
panded its letter-writing campaign
to include the rest of its 35,000
workers. The company also plans
to ask its retirees to join in, Mr.
Mead said.

Several industry associations and
organizations are helping com-
panies mobilize their employees in
grass-roots campaigns. For in-

stance, the National Employee
Benefits Institute's March meeting
focused on such lobbying.

Clyde Manning, director of legis-
lative affairs for BellSouth Corp. in
Washington, which sponsored the
meeting, called grass-roots lobby-
ing efforts "absolutely vital."

"Employees are constituents as
well as employees, and this is a sit-
uation where congressmen are par-
ticularly interested in finding out
what their constituents think," he
said. "Six or seven congressmen
spoke to us in that (NEBI) meeting
and everyone asked us to get our
employees involved in this issue
because they need to be sure of our
v.ews on these issues-they want
and need that grass-roots input.

"It's always been my philosophy
that anything but the grass-roots
constituents that speak to con-
gressmen or senators are a stand-in
fe r the grass roots. The most effec-
tive input to the congressmen is for
them to receive grass-roots input
directly on an issue," he added. .
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Industry groups offer arsenal
of aids in war on benefit tax

Ready-to-use materials encouraging employees to lobby for the preser-
vation of tax-free employee benefits are available to employers.

The Health Insurance Assn. of America and the American Council of
Life Insurance have put together an "Employee Action Kit," which is
available free of charge to any company that wants it.

The kit contains educational and support materials, including samples of
letters from a company official asking employees to write their representa-
tives; sample letters by employees to their representatives; sample letters
to the editors of newspapers and magazines; and names and addresses of
representatives.

The kit includes graphics materials that can be reprinted in company
newsletters. One headline says, "It's Time to Say 'No' to New Taxes on
Employee Benefits." A graphic illustrating the hand of Uncle Sam forcing
money out of a wallet briefly explains the tax proposals and encourages
employees to write their representatives.

Several articles on benefit taxation that are "camera-ready"-easy to
duplicate for use in an in-house publication or as hand-outs or payroll
"stuffers"-also are contained in the kit, as well as a prepared speech that
can be delivered verbally or reprinted in a newsletter or handout.

The HIAA and the ACLI also have made a 12-minute videotape called
"The Worst Little Horror Story in Taxes," which discusses employee bene-
fits taxation and urges employees to write their representatives.

Dracula introduces the video, saying, "In my role as a husband and
father, | see something that really frightens me."

The video features representatives from the federal government, the
insurance industry, the U.S. Chamber of Commerce, organized labor and
the general public, all of whom address the issue of benefits taxation.

Pamphlets titled "What You Can Do About the Threatened Tax on Em-
ployee Benefits," which sul%alements the video, are 5 cents each. The cost
of the video ranges from $40 to $70, depending on the type of tape needed,
but it also can be borrowed and taped by groups free of charge.

The HIAA and the ACLI are both located at 1850 K St. N.W., Washing-
ton, D.C. 20006. The HIAA's phone number is 202-862-4124, while the
ACLI's is 202-862-2284.

The Association of Private Pension & Welfare Plans in Washington also
is developing an information kit similar to one prepared by HIAA and
ACLI. A spokeswoman said APPWP's goal is to educate employees on the
issue of benefits taxation and encourage them to take action.

"What we want to do is get into the hands of employees materials that
will explain to them exactly what is happening in Congress," the spokes-
woman said. "We want to generate a large flow of mail. Our philosophy is,
'Contact your representative early and often.™

For information, contact the APPWP at 1201 Pennsylvania Ave. N.W.,
Washington, D.C. 20004; 202-737-6666.

The National Employee Benefits Institute also is compiling a package of
information on employee benefits taxation and suggestions on organizing a
grass-roots campaign. Mr. Manning said the kit will be free to NEBI mem-

ers and may be available to non-members.

For more information, contact NEBI, 2550 M. St. N.W., Suite 785, Wash-
ington, D.C. 20037; 800-558-7258. .
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California comp fund
told to pay millions

Continued from page 2
more than 40 years, attorneys say the state's four-year statute of
limitations probably will prevent the cities and counties from col-
letting damages prior to January 1976-four years before the lawsuit
was filed

Nonetheless, attorneys for the plaintiffs say they may ask for re-
imbursement of benefits paid prior to 1976 by some of the cities and
counties

The Judge based his ruling on the policy language, the California
Labor Code and several prior decisions

According to the ruling, the language of the fund's policies re-
quires the fund to pay policyholders for all workers compensation
benefits required under the California Labor Code And, Section
4850 of the Labor Code states that publicly employed firefighters,
police officers and other safety workers are to receive full salary for
up to one full year if they are disabled as a result of a job-related
injury

The court has not yet ruled on the issue of damages, but before the
trial, plaintiffs estimated they paid $78 million in benefits that the
fund should have paid

The plaintiffs are asking for reimbursement with interest for the
benefits they paid, that the fund should have paid, and for payment
of court costs and attorneys' fees They are also seeking an unspec:-
fied amount of punitive damages

An exact determination of damages will involve an examination
of the historical records of each plaintiff, explains Robert P Mallory,
an attorney with the Los Angeles law firm of Pettit & Martin, who
represented the plaintiffs

But, another plaintiffs' attorney said that, with interest and court
costs, the amount could top $100 million

Attorneys for the fund say even the $78 million estimate is far
over-stated

Alan Halkett of the Los Angeles-based firm of Latham & Watkins,
which is representing the state fund, says he does not know how
much the fund will utlimately have to pay under the ruling But, he
said he doesn't believe it will be "anything near"” the $78 million
estimate

Officials of the State Compensation Insurance Fund could not be
reached for comment

The fund reported written premiums of $606 3 million and policy-
holder surplus of $494 2 miillion in 1984

Attorneys for both sides will meet with the judge later this month
to discuss how any damages ultimately awarded should be calculated
and divided among the plaintiffs

And, that issue could be litigated separately if they cannot reach
agreement, Mr Halkett says

The fund has not yet decided whether to appeal Judge Chernow's
decision, according to Mr Halkett But, sources say the fund's board
of directors will meet today to decide how to proceed

Under California law, public entities must either self-insure their
workers compensation risks or insure them through the fund

\ the department does what is neces- unpaid liabilities under the policy
\ sary for the good of policyholders as well as unreported claims re- anty fund also complained that
1 and creditors, and "well-inten- lated to the policy period
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Ideal policyholders face deadline

Continued from page 2 In the meantime, his company is Fox, general manager of the Wis-
various retentions by Ideal There- paying claims within its retention consin Insurance Security Fund
fore, no two assumption agree- of $150,000 per workers compensa- The Indiana Insurance Guaranty
ments could be the same, according tion claim and $100,000 per general Assn, which expects tO aSSeSS ItS In-
to Mr Alberti liability and auto liability claim surers a total of $3 million, is mak-
The assumption agreement Any assumption agreement will ing a "first call” for $1 million, says
reached between A&P and the have to resolve how reinsurance an employee
New York Insurance Department will be handled, says Anne A With the exception of the guar-
provided for payment by A&P of Sharp, a vp in Chicago for Kemper anty fund in New York, which IS
all premiums due Ideal, and for Reinsurance Co, one of Ideal Mu- prefunded, state guaranty funds
National Union Fire Insurance Co tual's reinsurers (BIl, April 29) are funded by assessments on in-
of Pittsburgh, an American Inter- Kemper Re had a number of in- surers doing business in each state
national Group Inc unit, to assume volvements with Ideal, Including a Not all guaranty funds are pay-
all liabilities related to A&P 75% share of a $750,000 excess-of- ing ldeal Mutual claims yet because
The agreement also says that loss treaty that covered business of procedural problems, the most
Ideal assigns to National Union re- written Jointly by Ideal and Opti- troublesome of which is locating
insurance related to A&P's ac- mum The two companies retained ldeal's files
count However, A&P further $250,000 per risk, she said Guaranty fund officials estimate
agreed to release reinsurers of their Ms Sharp said she has been con- that about 90% of the files are seat-
obligations and is not obtaining any tacted by policyholders because tered in various locations around
return premium, according to a "apparently someone indicated"” the country, many with claims ad-
reinsurer on the account that Kemper Re was an obstacle to Justing companies
A maor concern of the New making progress on assumption "We've got a disease in the guar-
York Insurance Department IS that agreements anty fund industry today It's called
none of Ideal's creditors be given Some of the policyholders, she 'ldeal-itis," and it'S bad It's curable
the "preferential utilization of said, have suggested that Kemper only through patience and under-
Ideal's assets,"” according to Mr Al- Re return to them their share of standing," says E L Peterson, man-
berti any reinsurance premiums paid if aging secretary of the Indiana In-
The A&P agreement met these they had no losses But, Kemper surance Guaranty Assn in India-
conditions for several reasons, he Re's premiums were based on the napolis
explained National Union issued entire book of business, Ms Sharp
new insurance policies to cover the said, and returning premiums guaranty funds files from the liqui-
period previously insured by Ideal under individual assumption dating company's headquarters
A&P's plan also was essentially a agreements would leave Kemper The Texas Insurance Depart-
retrospectively rated plan and, as a Re with a much smaller book of ment, which administers that
result, retaining the A&P business business, and much higher losses state's guaranty fund, has been able
would not benefit Ideal Much of "We went in for an apple, and we to obtain only a small percentage of
A&P's business was reinsured with don't want to carry out an orange," the files so far "We're touching the
A&P's captive insurer, and A&P she said very tip of the iceberg," says Bar-
agreed to assume Ideal's retention, In addition, "It simply is not the bara Tacker, a department official
which was about 5% to 6% kind of reinsurance agreeement Further complicating the situa-
Hospital Corp of America in that lends itself, conceptually and tion, says Mr Peterson, is that it
Nashville, Tenn is among ldeal practically speaking, to being seg- appears Ideal was not informed of
Mutual policyholders that have mented out,” she said claims of less than $5,000 before
been unable to negotiate an as- Policyholders should consider they were settled
sumption agreement with the New that they may never have to draw Mr Peterson added that the situ-
York department on Kemper Re's reinsurance, she ation has been made more confus-
"l don't know what IS holding it said ing for the guaranty associations
up,” says Robert A Reeves, who is In lllinois, the agreement be- because they must adjust so many
in charge of risk management for tween the lllinois Insurance De- different types of claims
HeA partment and Dart & Kraft Pro-
"It's Just dragging on, and on, and vides for Aetna Casualty & Surety a nightmare," he said
on," he said Co of lllinois, a subsidiary of Aetna Another complication is that
HCA IS willing to do "anything Life & Casualty Co, to assume Op- some major policyholders have
reasonable,” he added "So who do timum's liabilities for Dart & been paying their claims, particu-

"It's the worst I've ever seen It's

- you think is holding it upp" he Kraft's workers compensation, au- larly workers compensation claims,

asked rhetorically tomobile and general liability poli- notes David Bowers, chairman of
A New York Insurance Depart- cies (Bl, April 29) the National Committee on Insur-

ment spokesman responded that Aetna will pay all reported and ance Guaranty Funds

The administrator for one guar-

when he told one claims adjusting
The agreement also provides for firm to continue paying claims on a
the cancellation of three 1983 let- Hospital Corp of America policy,
Archer-Daniels-Midland in De- ters of credit with a total value of he was told tt was already doing so
catur, lll, had essentially reached $4 4 million on HCA's orders "You really feel
an agreement in principle with the Dart & Kraft had an essentially you're sort of walking on Jello," he
New York Insurance Department self-insured program, with a $2 said
over a month ago million deductible per claim for its Mr Reeves of HCA confirmed
However, "all of a sudden" the workers compensation and general some of the firms' hospitals are
department informed the company liability insurance program The proceeding on their own to pay
that it was re-evaluating the con- biggest claim the company has ever their workers compensation claims,
cept, said David Spector, a partner faced IS $900,000 (Bl, Jan 14) although he could not identify how
with Isham, Lincoln & Beale in Further, the lllinois department many because the company is de-
Chicago, which is representing has reached an agreement in prin- centralized
ADM ciple with Quaker Oats Co in Chi- "What would you do as an em-
Since then, despite dozens of cago and has sent a proposal to At- ployer," he asked, if faced with
phone calls, Mr Spector says he has lanta-based Diversifoods Inc unresolved discussions with the
been unable to re-establish contact In the meantime, at least three New York Insurance Department
with the department guaranty funds are starting to as- on an assumption agreement, as
Lack of an agreement with the sess insurers doing business in their well as questions from employees
New York department also is pre- state to cover the unpaid claims of about why their workers comp
venting ADM from finalizing an Ideal Mutual policyholders in their claims had not been paid "The
agreement with the lllinois depart- states problems are Just falling in on us,"
ment regarding Optimum, he Minnesota is sending out an mi- he said
added tial assessment of $10 million, says HCA is aware it might be hit
Mr Alberti counters that the Ralph F Fenske, managing secre- twice on some claims if its pay-
New York department has had to tary of the Minnesota Insurance ments are not recognized as satis-
deal with more than Just hammer- Guaranty Assn He estimates that fying the claims, but "that's the
ing out assumption agreements in Minnesota insurers ultimately will risk you take," Mr Reeves said
managing the Ideal Mutual hquida- be assessed $20 million to $30 mil- Louis Blankenbaker, director of
tion lion About $13 million of Ideal's risk management and employee
These assumption agreements re- $2001 million in direct premiums benefits for Diversifoods, con-
quire a "tremendous effort,” and in 1983 were written in Minnesota firmed his company is also paying
are being handled on a first-come, Mr Fenske, whose association all its claims, while it continues to
first-serve basis, he added A&P has already started paying a van- negotiate assumption agreements
was the first m the door ety of claims, said he also expects to with lllinois and New York
Another Ideal Mutual policy- hire additional staff and has al- ADM is paying hardship workers
holder who asked not to be identi- ready appointed legal counsel to compensation claims Spokesmen
fied said he had submitted to the represent the association in Ideal for other major Ideal policyholders,
New York department a proposal cases that are approaching trial which Include Quaker Oats and
for an assumption agreement but dates New York-based Philip Morris
was refused In Wisconsin, where Ideal wrote Inc, could not be reached for com-
"They were not interested in our about $6 million in 1983 premiums, ment as to whether they were pay-
proposal," he said "l don't think an assessment of $2 million is being ing their workers compensation
they want to discuss it " levied on insurers, says James R claims -

tioned people"” might disagree on
what that means

Normally, the hquidator sends '
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BALANCE

In gymnastics, balance requires versatility,
flexibility and precision. Keeping the readers of a
newsmagazine informed and up-to-date demands
these same elements. At Business Insurance,

we also stay on balance by serving the varied
information needs of more than 123,000 corporate

insurance executives.

Every week, Bl editors report on every facet
of the commercial insurance spectrum. They
balance their coverage between breaking news
articles and industry features and analyses. They
embrace subjects of insurance and reinsurance,

risk management and employee benefits, loss
prevention, surplus lines and specialty risks.
This well-balanced editorial coverage remains
consistent week after week ... and week after
week we consistently draw the purchasing

influentials from all segments of the market you
need to reach.

If you want to be within eyeshot of your
prospects and customers, then place your
advertising in the newsmagazine that doesn't lose
sight of what its readers need or want ... the
balanced perspective of Business Insurance.
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Newark cluded motorcycles, canned food, at Yasuda Fire & Marine Insurance parently was caused by an electri-
New York Bronze Powder Co home electronic equipment, kero- Co of America in New York said cal problem at the point where
Continued from page 3 stored its own product-the aerosol sene heaters and office equipment the fire caused "probably our larg- power lines entered the building
However, no litigation stemming paint-at the Port Elizabeth facil- One tenant said it stored "general est loss, it involved so many ac- Electrical service for the ware-
from the fire was known to have tty The other two tenants are merchandise" that Included almost counts " house was provided by Public Ser-
warehousing companies that do not anything that could be found in a He wouldn't disclose the nimber vice Electric & Gas Co in Newark
Although the cause of the fire manufacture goods but suppliea department store
has not yet been officially deter- warehouse space to some 50 firms Most of the firms that stored the amount of claims it faces, ex- ficials wouldn't comment on specu-
mined, investigators believe an The fire apparently began in the merchandise in the Port Elizabeth cept to say "It is a very large loss lation that the fire was caused by
electrical p roblem may h a ve section of the warehouse occupiec warehouse are Japanese importers Thank heavens for reinsurance " electrical problems, or on the util-
sparked the fire Aerosol paint cans by New York Bronze Powder, ac- that used the facility to house goods According to A M Best Co, Ya- ity'S liability coverage
spread the blaze from the point cording to attorney Gerard Harney for distribution to U S retailers suda retains a Mmaximum of The ATF spokesman said the
where the fire started of the law firm Cozen, Begier & Sanyo Business Systems Inc, $120,000 per property risk agency determined the blaze to be
A spokesman for the Federal Bu- O'Connor in Westmont, N J Mr American Honda Motor Corp and "We were involved, bLt we accidental and agreed that a faulty
reau of Alcohol, Tobacco and Fire- Harney said his firm was hired by Ricoh Corp are among the com- didn't have a big bite," said a electrical system could be the
arms, which is investigating the Mission Insurance Co to investi- panies that are currently determin- spokesman for Chubb & Son Inc in cause He added that no electrical
blaze, said electrical problems ap- gate the accident ing exactly how much was lost Warren, N J. He added that after safety code violations were found
parently caused the warehouse Mission wrote $10 million ir. A spokesman for Honda at its reinsurance, Chubb's exposure was during the inkestigation
sprinkler system to malfunction property coverage for the goods Gardenia, Calif, headquarters said "maybe a half million " Mr Harney, Mission's attorney,
The loss of the building will be stored by New York Bronze in the the company lost motorcycles val- Chubb wrote coverage for '*quite said experts hired by his law firm
covered by about $17 million in warehouse, Mr Harney said Mis- ued at around $10 million in the a few small firms with limits from have determined the fire started at
property and business interruption sion confirmed that it wrote cover- fire The loss was covered by a pol- $25,000 to $50,000," he added the part of the building where elee-
insurance written for MTM Part- age for a warehouse tenant icy written by Tokio Mar.ne & Fire An official at St Paul Fire & Ma- trical lines entered the warehouse
ners, the warehouse owner, by Mr Harney said New York Bronze Insurance Co Ltd , according to the rine Insurance Co said St Paul
Great American Insurance Co of has a "fairly substantial” amount of spokesman An official at Tokio in provided coverage for two un- that exploding aerosol paint cans
Cincinnati, says a Great American liability coverage, but wouldn't com- New York confirmed the insurer named tenants The limit of c ne of helped spread the fire to other
spokesman He said the coverage ment on the limits or underwriter wrote coverage for Honda and the policies was $100,000, while the parts of the warehouse
was fullly reinsured with Industrial New York Bronze officials couldn t noted that the motorcycles were other had a $70,000 limit The ATF spokesman said the
Risk Insurers of Hartford, Conn stored in the Meiko section of the Atlantic Mutual Insurance Co of main power switch that controlled
An MTM spokesman would not Mr Harney explained that New- warehouse He also said the insurer New York has already paid claims the sprinklers' pump was tripped to
estimate the value of the building, York Bronze stored aerosol paint in wrote around $4 million of cover- to the two warehouse tenants it in- the "off" position, indicating an
but said the policy would be suffi- the warehouse for distribution to age for other tenants sured, according to a spokesman for electrical problem The switch may
retailers across the country A source monitoring loss figures the insurer, who added, "They have been tripped by an unusually
The policy will also cover an es- Property insurance covering the said Sanyo lost an estimated $21 were so small they didn't even heavy surge of power, he added
timated $15 million in rental in- merchandise in the Van Brunt and million in electronic equipment make our large claims list " Since the disabled pump could
come MTM will lose during the 14 Meiko sections of the warehouse and Ricoh lost $13 million in office Talbot, Bird & Co Inc in New not supply adequate water pressure
to 18 months it takes to rebuild the was purchased individually by the equipment Neither company York, an underwriting mar ager, to the sprinklers, water could only
companies that stored their prod- would confirm the figures or re- also wrote coverage on behalf of a fall from the sprinklers into a small
IRI officials commented the ucts there, according to officials at lease insurance information pool of insurers for tenants of the area of the fire, he said
cause of the fire was still under in- the two warehousing firms Attorneys and others involved in warehouse A spokesman for Tal- Belden Menkus, a fire protection
vestigation Van Brunt officials would not determining fire losses say there bot, Bird would not disclose the consultant in Middleville, NJ, said
MTM rented space in the ware- comment on their insurance cover- are 30 to 50 insurers involved, amount of coverage written ty :he local firefighters might not have
house to three major tenants New age Officials at Melko could not be many of them Japanese companies pool or the names of the pool mem- been aware of the type of mer-
York Bronze Powder Co of Port reached for comment Several insurers confirmed they bers, but said it was spread chandise that was stored In the
Elizabeth, Meiko Warehousing Inc The Van Brunt and Meiko sec- wrote coverage for warehouse ten- throughout all of the approxi- warehouse and were not ade-
of Port Newark, N J, and Van tions of the warehouse were ants, but wouldn't identify them mately 10 members quately prepared to fight the kind
Brunt Packaging Inc, also of Port stocked with merchandise that in- Ron Moore, assistant vp of claims |nvestigators say the fire ap- of fire that erupted _

Warehouse fire

been filed as of last week

of tenants that Yasuda insured or Public Service Electric & Gas of-

Investigators have pointed out

be reached for comment

cient to cover the loss

warehouse, Mr Sade said

the professional marketplace

RATES AND CLOSING TIME:
Rates- Display classifted is $73.26 per column inch, minimum of one inch. Straight Closing- Published every Monday Copy must be in written form by noon
classified is $6 50 per line, minimum of 5 hnes. Count 34 characters per hne (include Tuesday, 6 days preceding publishing 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 Beverly Kluxdal, Classified Advertising,
ads Responses to blind box ads must fit into business size envelope. Reponses are 740 N. Rush St, Chicago, IL 6061 1 For more information call 312-649-5340.
forwarded daily

Snuthe.Ktein Reinsuiance Bioke: Seeking Facultative Moduce, me-
seeking c perienced ploduction dium ,ze literniedialv Nintheav 1, STATE RISK MANAGER TRADE ASSCCIATION PRESIDENT

Business Insurance

Circulation
Breakdown™

Commercial Consumers

Administrative:

CEO s presidents and owners 2,513

o tented individual with F *,cult,ime wrion Ewillent wteet ptitentint

b,ekgiound Riply to
130\ 1720 Bu'.tne,s Inqui.rnce
748 N Rush St Chi,ago IL 60611

MANAGER WANTED
L ngo piogiescive independent agin
i vi. rn fit- ed of O\ pe,ianced mclividuid
to manage peisonal lines (ILpat 1 11,Int
with apto,im,ilely 3 million plemium
vilume Mu h ivi complete knowl
edge of petsonal lines Lfcollent
people skills and company,appoit to
coordinate sales and se,vice effoit
Compensation p,kkage include. com

Riply ti
Bof 17 9 ]J3uvnes, 1:hut niL
740 N Rush St Chicago 11-60611

SELL TO CFOs

Prodtic, 5.011 | spected state o the art
financial fo ecaving tool with sirong mai
ketapleal Six figi,/income(sal,liy bo
nus) Fost,ons created,n a few major ci
Nes du-:to zonipany s existing clients in
te,estinthisnew product Majoifinancial
service fin Gic,wths, tuation We need a

Vice-presidents, general managers and petitive salan, bollug and complete linanciall¥ sophisticated salespic,*ession

other administrative personnel 2,573

Financial:

Chief financial officers and vice pres,-
dents of finance 2,168
Secretaries treasurers controllers and

other financial personnel 7,167

Risk/employee benefits:

Vice presidents directors managers,
and other related department personnel
of insurance risk, employee benefits,
personnel compensation pension, safe
ty secunty industrial relations, human

resources and employee/labor relations

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

Insurance agents and brokers 9,524
Insurance companies 5,867

Financial institutions 556

Actuaries attorneys. adjusters apprals

ers and consultants 3,265
Others allied to the field, 1,143
TOTAL 45,007

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

brnehts Send iesunie oi phone Rob-
elt P Coule Ld.hel-Cowle Agency
liu PO Bo\ 13058 Phoent. AZ
85002 602 258 4444

SITUATION WANTED

Senior Executne 20,),1 experience in
Clilding Admitted non admitted 1115111

. lok folontion an.1 o,
ce ASKMIML K cinaurance awmi.d

and ceded dimestic md internal,inal
Willing to,elocate Send Inquiriesin conli

dence to

Box 1722 Business Insurance
740 Rush St Chicago IL 60611

TREATY REINSURANCE
UNDERWRITING
EXECUTIVE

Exceptional opportunity for pro-
minent role In further develop-
mentthis 25,000,000volumecom-
pany owned by nine and repre-
senting twenty-eight prominent
reinsurers
Position requires excellent com-
municative skills, comprehensive
awareness of treaty construc-
tion, and sound, knowledgeable
underwriting judgement
Excellent living/working envt-
ronment, salary, benefits
For confidential consideration
please contact
James A Lyon, President
California Reinsurance
Management Corporation
790 E Colorado Bivd
Pasadena, California 91101
818/792-0271

al with at east 5 years expeitence and
denion:trat d success in selling to CFOs
.ind CEOg| Forti,ne 1000 firm, Fo, mole
_10'malion please Call 0., ¢ .ecitive

searchcons,iltant Divid Shiplm oit Ship
*coff & A.<.ociales 213 557 3080

lhe State of Louisiana is seeking a too
level e<ectillve to adimmstei its self 1
sutanceptog,am Themaijoitesponsibil
tty is n anaging the system of Hsk lelen
hon which includes state Insurance cov
eiing i lot)eities insuiable inteiest ac
tivmes and grouppiogiams Malidatoi
quallhcation requllementsalea BA plus
five years of plolessional level experi
ence In nistnance underwriting Thiee
yeals 01 this experience must have bee 1
as a manager/directoi of multi line in
Sulance supervising at least thilly pio
fessio,als Salaiyis 541 544/no,inegoti
able Domicile/Baton Rouge Submit de
lailed tesume with sala,y histoly posi
maiked by June 5lh to Jessie Small
wood Assistant Commissionei Division
01 Administration P 0 Box 94095 Bat 011
Rouge LA 70804 9095 504/342 7060
An Equal Oppoitunity Employer

LLOYD'S BROKERAGE

A small firm of Lloyd's Brokers wish to ex-
pand their American portfolio by forming
a mutually profitable relationship with
M GA'swho presently place business

into Lloyd's.

Our London Group has revenue of approx
US $2 Million and staff of 50 We are also

represented in New Yorkthrough an asso-

clate company.

Releaseof Minority Shareholdingcould be
made available to suitable party

Please reply to.

Box 1716, Business Insurance
740 Rush St., Chicago, IL 60611.

All replies will be held in strictest confidence

GROUP MANAGER

Upstate New ¥01 k Assoc atio i seek. pei son
with strong backgrounc In Gloui Life &
Health Woike,s Comp F lowledgeof plop
eityand casitally helpill Cald,dat,3 Khotild
have administrative exp,nerice plus excel
lent veibal & w men conmt, i,cation .kills
S,1}my iang e 30 to 35 DOC ilus bt nelits

P 0 Box 7347 Albany NY 2220 Al: Personnel

Midwest based casualty reinsurer
seeks highly motivated individual with
proven leadershup ability to lead man-
agement team Substantial salary plus
relocation expenses For confidential
consideration please send your re-
sume anc salary requirements to

Box 1701, Business Insurance

740 Rush Street, Chicago. IL 60611

RISK MANAGEMENT
ADVISOR

The Saudi Basic Industries Corporation (SABIC), a
multi-bilhon-jollar holding corpo’ation involved in
heavy Indust-les, mainly petrochemicals, has an tin-
mediate ope,ing at its corporate headquarters in
R,yadh, Saudi Arabia for a highly qualified profes-

sional to serve in an advisory capacity His duties will
include

-providing Fofessional advice to SABIC's manage-
ment on insurance matters, and

-participatirg in the implementation of a compre-
hensive risk management program
The successf.Jl candidate should havea minimum of

10 years of corporate insurance experience, includ-
ing 3 years asa risk managerof a multinational corpo-
ration, preferably in petrochemicals or heavy indus-

tries

Qualified individuals should have aBS degree in
business administration CPCU and ARM certifica-
tion is preferred, CLU certification is desirable
Salary Is up to U S $70,000 per year (commensurate

with experience), a liberal fringe-benefits package ts
included Serd resumes, Including salary history, to

Morgan-Newman Associates, Inc
Attention MD

2121 K Street N W Suite 600
Washington, D C 20037
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Missi ies fight | ' :
Ission companies fight lawsuits Ohio Re reports pool losses

Contznued from page 1 Re's case cannot be a class action because Fe-
to $118 million from $43 million, improving derated Re would have to be a member, too
the company's premium-to-surplus ratio and On May 6, the three Mission defendants Ohio Reinsurance Corp was insolvent by $500,000 on the basis of generally accepted
enabling it to continue underwriting filed a cross-motion in New York to stay all accounting principles, according to the 1984 financial statement of its parent, Celina
For 1984, the new capital improves the claims in the Ohio Re suit that fall within Insurance Group
company's premium-to-surplus ratio from an arbitration agreements, pending the outcome However, the insurer reports to the Ohio Insurance Department on its statutory an-
unacceptable 10-to-1 ratio to an acceptable of an arbitration petition filed by Pacific and nual statement a surplus of $3 4 million, due to a loss portfoho reinsurance transaction
3 6-to-1 In 1985, Mission projects premiums MIC That petition was filed three days pre- effective Dec 31, 1984 Reserves of $7 2 million and assets of $3 1 million were trans-
will drop 21% to about $340 million, for a 29- viously in U S District Court in Los Angeles ferred to the reinsurer, the company said The reinsurer was Pinnacle Reinsurance Co
to-1 ratio if surplus remains at $118 million If arbitration is ordered, the Mission defen- Ltd in Bermuda, according to Ohio Re's attorney
(On a generally accepted accounting basis, dants ask that all claims-except those seek- "Since the treaty included a schedule for the reimbursement of losses, It has been
before the capital transfusion, MIG's assets 1ng tO hold MIG responsible-be stayed recorded as a financing arrangement” in the company's GAAP statement, the company
exceeded its habilities by $85 million at pending the outcome of arbitration said
year-end 1984 MIG said it could not state the MIG apparently believes it can succeed in An actuarial review during 1984 of Ohio Re's accounts resulted in the addition of $8 5
comparable figure after the capital infusion ) its motion to have claims against it dismissed million to reserves Of that, $72 million was applicable to 1983 and prior underwriting
While claiming in court that it is not re- The three Mission defendants also claim years caused by "the discovery that larger volumes and more long-tail casualty cover-
sponsible for Pacific's business, officials from plaintiffs' allegations are invalid because the age were written by certain ceding companies than were previously reported to Ohio
MIG, Pacific and MIC over the past sir weeks statute of limitations for such claims has ex- Reinsurance Corp,"” the company said
have initiated at least three group meetings pited The statute of limitations for contract Although Celina doesn't name Mission Insurance Group in its statement, it says
with various members of the Pacific Reinsur- claims in New York, where both suits were “Ohio Reinsurance has initiated two legal actions, one of which is a class-action suit,"
ance Management reinsurance pool filed, is six years which apparently refers to the suit against Mission Insurance Group and two MIC
1 Those discussions took place on or about Some contracts in dispute go back as far as subsidiaries (see related story)
March 25 in New York, March 28 in Los An- 1970, the inception of the pool The other legal action involves a 1983 action against Bellefonte Underwriters Insur-
geles and April 3 in London In addition, all three MIG units claim that ance Co, British National Insurance Co Ltd and British National Life Insurance Co
One source described the London meeting throughout the period of their management Ltd, three Armeo Insurance Group units for which Ohio Re wrote reinsurance That
, as "pretty acrimonious " agreements, each plaintiff was completely dispute is now before an arbitration panel in London
The Ohio Re suit, filed Feb 21 in U S Dis- aware of Pacific's business practices yet none Ohio Re says it has recorded $26 1 million in losses on $21 9 million of earned pre-
trict Court for the Southern District of New ever objected, never asked Pacific to change mium related to the litigated treaties
1 York, names MIG, MIC and Pacific Fe- them, nor terminated the management
derated Re's suit, filed Feb 19 in the same agreements
court, names only MIG and Pacific Therefore, the reinsurers have waived in his affidavit that in July 1982 he was asked risks were initially underwritten, and that it
Ohio Re was a retrocessionaire of MIC and their right to complain about those practices by E R DeRosa, then MIG president, to help did not clearly explain to them the role and
had a management agreement with Pacific now, the Mission companies contend oversee Pacific's operations scope of its managing general agent, Allen-
Federated Re only had a management agree- MIG asserts in its response to the Ohio Re "I was surprised at Mr DeRosa's request Miller & Associates in San Francisco The
T ment with Pacific suit that although Pacific is a wholly owned since PRMC had been run by Ronald Beng- reinsurers returned premiums received from
The Ohio Re suit was filed on behalf of subsidiary, its operations have always been ston as one of the most isolated and auton- Unigard, which was forced to assume the lia-
more than 100 pool members that had man- entirely independent of the parent omous insurance holding company subsi- bilities
agement contracts with Pacific and retroces- It says Pacific has always functioned as a diaries | have ever encountered," said Mr If the contracts are rescinded in the Mis-
sionaires of MIC It charges that Pacific "im- separate and distinct corporate entity, a Heyward, who iS now senior vp at Zenith In- sion company cases and MIC is forced to as-
properly manipulated"” loss-reserve develop- "stand-alone"” operation at arm's length from surance Co in Encino, Calif sume the liability, one reinsurer suggests the
ment, failed to reserve for property losses MIG Mr Heyward participated in May 1983 in result will be like "getting blood out of a
that had been incurred but not reported, re- MIG states in affidavits and court papers the selection of a new president of Pacific stone " Having to assume those liabilities
ported as property treaties certain risks that - MIG was not a party to the manage- MIG and Pacific's reponses to the Fe- would put Mission in more trouble than it is
were actually long-tail casualty risks, and ment agreements between Pacific and the derated Re suit are similar to their responses now," he says
withheld specific information about the risks plaintiffs to the Ohio Re suit But, most of the reinsurance community
being underwritten - Pacific's assets have never been co- Over 15 years from mid-1970 to mid-1984, does not see the Mission companies on the
Federated Re charges that Pacific "negh- mingled with those of any other MIG unit Pacific's annual written premiums grew to a losing end when all is said and done
gently and intentionally” breached manage- - Pacific's operating officers and staff high of an estimated $55 million in 1983 with "If Pacific Re adhered to the philosophy of
ment agreements, manipulated reserves, im- have been separate from those of MIG about 30 participants annually MIG stopped using the cedant's reserves (as a standard to

properly classified policies and lines of busi- = Pacific had its own computer and per- reporting separately Pacific's premiums in its set their own) and never going below that, |
ness, concealed material changes in the na- formed its own data processing functions, annual reports, instead consolidating them think they have some protection Assuming

ture of risks assumed, misallocated premiums unlike all other MIG affiliates Employees at with other Mission remsurance operations they posted the reserves the reinsured did,
and losses, and failed to perform proper other MIG units did not even have password Mr Bengston said recently in an interview the suit has little chance for success," said one
claim audits of ceding companies access to the Pacific system that the risks Pacific wrote comprised "a real U S reinsurance underwriting manager
In addition to rescission of the contracts, = Pacific maintains all its bank accounts vanilla book, nothing really exotic In the "These pool participants are all big boys
Ohio Re is demanding unspecified damages separate fromm MIG accounts mind of the management at the time, it was They went into this with their eyes open,”
on behalf of all pool members and retroces- = Checks issued by Pacific did not have to just a routine type of business " observes Jack Buettner, president of Ameri-
sionaires from each of the three defendants be countersigned by any MIG representative Mr Bengston, who says he had "a very fine can Intermediaries Inc in Los Angeles
Federated Re demands $10 miillion from Pa- - Pacific prepared its own federal tax re- working relationship” with Mission manage- Leonard J Meredith Jr, president of
cific and $10 million from MIG turns and its own financial statements ment, left Pacific about two years ago to set NWNL Reinsurance Co, agrees He says that
Both the Ohio Re and Federated Re suits - Neither Pacific's premises nor property up a similar operation in Pasadena, Calif, in today's "buyer-beware" market, rein-
allege that MIG-as Pacific's parent com- were used by MIG Pacif.c even maintained called Continuity Reinsurance Management surers must select their business partners
pany-was in complete control of Pacific's its own telephone and telex numbers Corp carefully and then be willing to accept re-
operations and was the company's financial « Pacific was charged by MIG for its share Several pool participants are reportedly sponsibility for that decision
support, and therefore responsible for any of the cost of insurance policies, taxes and preparing to conduct an audit of Pacific, He adds that NVWNL was once asked to
damages caused by Pacific other business expenses Pacific even main- which would take place in Los Angeles participate in the Pacific pool, but decided
Ohio Re calls Pacific "the alter ego" of MIG tained its own errors and omissions liability INn a recent letter to certain pool partici- against it "I can't imagine why anyone
and MIC Federated Re alleges Pacific coverage, with current limits of between $30 pants in response to that pending audit, would come to a contrary decision," he says
operated as "a mere department” of MIG million and $50 million which was read to Business Insurance, Many predict the case will trigger similar
On March 15, five other Pacific pool partic- = Pacific purchased its own supplies from Lawrence G Becker, MIG vp and corporate disputes

ipants and one retrocessionaire of MIC joined vendors not patronized by other MIG units, general counsel, wrote, "If the audit shows "Anyone who's an underwriting manager
Ohio Re's suit as named plaintiffs in an arranged for its own printing, unlike all that business which was intended to be ex- would be interested in seeing what the pa-
amended complaint filed in the U S District other MIG affiliates, which used MIC;'s print cluded was nonetheless ce(led to pool mem- rameters are for holding someone responsi-
Court for the Southern District of New York shop, and used its own travel agency, unlike bers, PRMC will seek to produce a fair and ble," observes W E (Gene) Taylor, chairman

The additional pool participant plaintiffs the other MIG units, which used an agency equitable solution to put the parties as nearly and CEO of John F Sullivan Co, a subsidi-

are Abeille-Paix Reassurances in Paris, supplied by MIG as possible in the same position as if that busi- ary of Fred S James & Co Inc

France, Hamburg International Reinsurance - Pacific implemented its own dress code ness had not been ceded " If either the Ohio Re or the Federated Re
Co in Hamburg, West Germany, Hassneh In- and, unlike any other MIG affiliates, re- At year-end 1984, MIC reported $896 mil- Suit is successful, "It will trigger a ton of
surance Co of Israel Ltd in Tel Apiv, Se- quired employees to use a time clock lion as reinsurance recoverable from Pacific others," predicts Mr Meredith of NVWNL, a
guros America S A in Mexico City, and Caja Numerous affidavits written by current on unpaid losses subsidiary of Northwestern National Life In-
Reaseguradora de Chile in Santiago, Chile and former MIG and Pacific officials cite an Pacific has errors and omissions insurance surance Co in Minneapolis

Also Joining the action was Walton Insur- insistence by Ronald C Bengston, Pacific's with a combined limit of $30 million to $50 Earl Lanning, vp at The Crump Cos Inc in
ance Ltd in Hamilton, Bermuda, which had president and general manager until January million, court papers show For that cover- Memphis, says, "It sounds to me like some-

reinsured MIC 1983, that Pacific be run entirely indepen- age, placed through Sayre & Toso-MIG's thing that's going to be happening quite a
However, Caa Reaseguradora de Chile dent of MIG wholesale subsidiary-Pacific paid $125,845 bit"

wired Ohio Re's New York attorneys, Kroll, "In all my interactions with Mr Bengston, between 1980-84 Without referring to either of the suits

Pomerantz & Cameron, on March 21 that it he left no doubt that he was running the Pacific's current net worth, according to against the Mission companies, Mr Lanning

declined to act as a co-plaintiff show at PRMC and that PRMC would con- affidavits, is about $2 7 million said such types of suits are "like grasping at
A copy of Caja Reaseguradora's telex has duet its affairs in whatever way he wanted,"” If the reinsurers are successful in rescind- straws-when you're going down the tubes,

been filed in court, and the three Mission according to sworn statements by Richard D mg the treaties written by Pacific, then Mis- you'll grasp at anything you can

companies allege that "Cala expressly re- Silver, a former MIG director Mr Silver is sion Insurance Co -which fronted virtually Reinsurers, he explains, are even more

Jected their offer of representation (but) now the chief financial officer of Westwood all of the pool's risks in its last years of opera- under-reserved than direct underwriters

plaintiffs' counsel still have made wholly un- Savings & Loan Assn in Los Angeles tion-would be responsible for all the attend- Also not commenting on these suits,

authorized representations m Caja's name " In fact, Pacific ignored a 1983 recommen- ing liabilities, some observers say Douglas King, chairman of Frank B Hall

MIG, Pacific and MIC filed their responses dation by MIG's director of internal auditing Several reinsurers cite parallels between (Reinsurance) Holdings Inc in New York,
to the Ohio Re and Federated Re suits on that Pacific's data processing system be coor- the suits filed against Pacific and a 1980 court said "l think there are going to be a lot more
April 30 and May 6 dinated with MIC]'s system, according to ruling that rescinded four reinsurance trea- (such disputes) A lot of reinsurers are find-

They all ask that the Ohio Re class not be court papers ties issued to Unigard Mutual Insurance Co ing very substantial negative results and are
certified and that the court grant a summary "l was personally unhappy with the ex- of Seattle by Central National Insurance Co attempting to delay payment or renege on
judgment on the Federated Re suit traordinary degree of autonomy which of Omaha and Calvert Insurance Co of New agreements "

The Mission companies seek to have the PRMC has had, an autonomy which permit- York (Bl, Dec 8,1980) The Mission defendants are represented in
class certification denied chiefly because the ted PRMC's management to dismiss our rec- That October 1980 decision by the U S Dis- Los Angeles by Buchalter, Nemer, Fields,
court had been convinced by Ohio Re that ommendations as it saw fit," says the affida- trict Court in Omaha, Neb, was upheld by Chrystie & Younger and in New York by
the Ohio Re and Federated Re suits should vit of David L Elsebush, the auditing offi- the Eighth Circuit Court of Appeals in St Miller, Singer & Raives Ohio Re is represen-
not be consolidated because common ques- cial Louis ted by Kroll, Pomerantz & Cameron, and Fe-
tions of law and fact did not exist Westley M Heyward, who until three The trial court said Unigard deliberately derated is represented by Rein, Mound &

Thus, the Mission companies reason, Ohio months ago was executive vp of MIG, recalls misled the two reinsurers about the way the Cotton, both in New York
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torney for Aetna with tne Hartford firm of
Day Berry & Howard

Aetna sues Gen Re

Continued from page 1
policies "

Aetna's suit contends that General Re has surance certificates and did not make late

failed to live up to this obligation
"Although the certificates provide that General Re alleges

General Re's liability thereunder shall follow "We ve the notice rquiﬁg nde[(tp\ﬁstand to obtain al

Aetna's in all respects, General Re has repu- terms 8?the contract " sal roark "We age from Aetna

The decision also said that all policies writ- reinsurance contracts But, Aetna is Cur-
) ten by Aetna for Owens-lllinois are triggered rently only reimbursing Owens-lllinois for
Mr Groark also said that Aetna had con- from the time an asbestos victim is first ex- claims paid since the decision was handed

formed to all of the requjrements of the rein- posed to asbestos tg manifest
i?f Y gm Iﬂt)e%os-relate d|esease-c|?ncludingt

claims or withhold proper information, as period (Bl, Jan 7)
As a result of the decision, Owens-lllinois ing and defending these claims and IS billing

bout $380 llion in cover- A$tnﬂ,month,lr\{1for the expenses Aetna then
n turn, Gen 5 fili

%tion of an as- c/ian Iag,t November in the Owens-llli-
e latency nois/Aetna dispute

Owens-lllinois is handling the cost of pay-

s with Gen Re under its rein-

e would be on 15 filing clal

diated and continues to repudiate its contrac- Jave them what we were required to under the line for the reinsurance it provided for surance contracts

tual obligation to pay Owens-lllinois asbestos the terms of the contract '
claims ," the suit charges

"General Re's repudiation of its obligation owe Aetna, if the Aetna suit were successful,

Owens-lllinois' asbestos risks, if Aetna's suit
How much General Re could ultimately against it is successful
Aetna attorneys decli

. o : . ) ed
fo pay its share of any liability constitutes a hinges on Aetna's appeal of a November 1984 much was at stake in the lawsut or
reach ot the reinsurance certiicates court decision that granted Owens-lllinois much Aetna IS seeking to recover from Gen-

Pending the outcome of Aetna's appeal of
the Owens-lllinois decision, Aetna is not

to reyeal |!;1ow reimbursing for claims Qwens-lllinois paid
ow before the November ruling

(As of late last year, Owens-lllinois report-

Aetna also contends that General Re's re- broad coverage for asbestos-related claims eral Re ] S
o - N -2 I o= dly had paid more than $60 million in out-
pudiation of its obligations is final The decision by the U S District Court for H : © L L
. o . . owever, John F Shea Jr, Aetna senjor of-pocket expenses for asbestos injury litiga-
Last week, an attorney for Aetna said the the District of Columbia said that the manu- vp anchﬁalm counsel, said iﬁe amoun?%e?na ﬁon P jury itig

insurer filed the suit against Gen Re in Con- facture and sale of asbestos by Owens-lllinois is seeking is an "ongoing figure" that changes
pecticut because that iS the more appropriate constituted a single occurrence Asbestos in- from month to month due to the funding ar- nois decision, Owens

If Aetna, wins its appeg| of the Qwens-llli-
f1|I|n0|s will have {o

ct to a sin- ran erqﬁint worked out between Aetna and reimburse Aetna under terms of the funding

ury claims, therefore, were subj
"Aetna thinks it is a dispute between two g‘{e Xeducti%le rat%er than eacH é?alm being Owe%s- nois
Connecticut companies involving Connecti- treated as a separate occurrence that would

cut law and, therefore, the a
is Connectidut,” said Thomas

Gen Re faces second asbestos suit

By STEPHEN TARNOFF

roark, an at- the ision s.

edge and act reasonably or been awarded to Transamerica
promptly upon Transamerica's during the course of the coverage
LOS ANGELES-Besides its dis- communications, and failed even to litigation
pute with Aetna Casualty & Surety provide Transamerica with an ex- The suit contends that after the
Co over reinsurance for asbestos planation for its continued refusal settlement was finalized, Transa-
losses, General Reinsurance Corp to acknowledge reinsurance cover- merica filed a formal claim against
is embroiled in a similar dispute age for Transamerica's settlement General Re
with another.insurer plans," the suit says However, General Re failed to
Transamerica Insurance Co sued Transamerica says it notified honor the claim and waited ap-
General Re in April 1984 in U S General Re in April 1982 of its need proximately six months before
District Court in Los Angeles seek- for a prompt response to its request even providing the insurer with a
1ng to recover approximately $2 5 for reinsurance coverage “cryptic and factually inaccurate
million in relnsurance It contends The suit says that, in June 1982, explanation of its denial of cover-
is owed Transamerica also seeks General Re finally denied Transa- age, the complaint says
$25 milhon in punitive damages merica's request for reinsurance The suit charges General Re with
That suit, since referred to arbi- coverage for claims to be paid breach of reinsurance treaties and
tration, involves Transamerica's under the proposed settlement, al- common law and statutory bad
settlement of asbestos injury claims though General Re offered a "loan" faith It also seeks a declaratory
against GAF Corp on unreasonable conditions, Tran- Judgment that Transamerica is
General Re wrote reinsurance samerica says owed 83 5% of defense costs it paid
treaties for American Surety Co, Thereafter, General Re re- in defense of GAF for asbestos
which subsequently merged with mained intransigent so that Tran- claims
Transamerica American Surety samerica was forced to resolve the An attorney for General Re de-
from 1951 to 1953 insured Rub- GAF asbestos claims on its own, the clined to comment on the suit
beroid Co, which has since merged suit alleges At the time the suit was filed,
with GAF Transamerica says it finally ne- Transamerica claimed General Re
Transamerica was among a num- gotiated a settlement with GAF in owed it
ber of insurers named in a 1978 suit January 1983 Its provisions in- - $247,500, which stems from
filed by GAF that asked a court to cluded that Transamerica would General Re's 90% share of the
determine the coverage it was « Pay GAF a total of $900,000 in $300,000 indemnity payment for
owed by its liability insurers indemnity payments under the policy year 1951 above Transa-
In its complaint against General American Surety policies and also merica's $25,000 retention
Re, Transamerica says it initially concede certain defense obliga- - $275,000, which stems from
fought GAF's claims for coverage, tions General Re's 100% share of the
but concluded by February 1982 » Reimburse GAF $100,000 for $300,000 indemnity payment for
that It should settle the dispute part of GAF's defense costs it in- policy year 1952 above Transa-
Transamerica says it then began curred from the time GAF notified merica's $25,000 retention
negotiating with General Re on the Transamerica of ItS asbestosts - $250,000, which stems from
effect of the proposed settlement on claims until the settlement General Re's 100% share of the
its reinsurance coverage » Reimburse GAF $966,899 for a $300,000 Indemnity payment for
"At first General Re was cooper- portion of GAP"s coverage litiga- policy year 1953 above Transa-
ative and encouraging, but soon, tion costs Transamerica also merica's $50,000 retention
claiming difficulties with its retro- waived an approximately $20,000 0 $83,500, which stems from
cessionnaires, it ceased to acknowl- claim for attorney's fees that had General Re's 83 5% share of a
$100,000 payment by Transamerica
to GAF for asbestos claim defense

costs

- $807,360 71, which stems from |

General Re's 83 5% share of the
$966,899 payment made by Transa-

arrangement, Mr Shea added

Mr Shea sa,d that amount potentially Attorneys for Gen rald:{e co IF not b
d t An Owens-lf

pgrogriate forum trgg er the deductible, as Aetna contended, owed by Gen Re is "cumulatively substan- reache
aid tial" over the 17 years covered by the Gen Re ficial declined comment

or commen nois of1-

Blast claims settled for $30 million

Continued from page 2

The machine injects propellant into an aerosol can and then seals
the can, said Kartridge Pak attorney John A Donovan Jr of the
Boston firm of Burns & L€vinson

The propellant was accidentally ignited and created "a fireball"
that blew the roof off the plant

The proposed settlemer t was reached last week during the first
day of a Jury trial in Norfolk County Superior Court in Dedham
Judge Robert V Mulkern will review the settlement, which requires
court approval, at a May 20 hearing

The settlement agreement had not been drawn up late last week,
so it was not known whether or not It would Include a statement
asserting that defendants were not liable in the accident, said Barco-
lene attorney Joel Pierce of Morrison, Mahoney & Miller in Boston

While attorneys have agreed not to comment on their clients
share of the settlement cr their insurance coverage, sources con-
nected with the case provided some details of the settlement

« Kartridge Pak will pay the bulk of the settlement Kartridge
Pak has $1 million in primary liability coverage written by Conti-
nental Insurance Co. and at least $100 million in excess coverage,
primarily written by Lloyd's of London underwriters

« Barcolene and ItS affiliates will pay $14 million, the limit of

their coverage The companies' primary liability coverage was writ-
ten by Pawtucket Mutual Insurance Co of Pawtucket, RI, and the
excess coverage was written by Peerless Insurance Co, a unit of
Nationale-Nederlanden U S Group

= Deublin Co of Northbrook, lll, will contribute an unknown
amount to the settlement Deublin manufactured a valve-like device

that connects the supply of aerosol propellant to the machine that
fills the cans

Deublin has $500,000 in primary liability coverage and $5 million
in excess coverage The underwriters are not known

« ITT Corp, parent of Leiman Brothers Inc, which manufac-
tured a portion of a vacuum pump used in the process, also will
contribute to the settlement

The $68 million plaintiffs sought included $53 million in compen-
satory damages and $15 million m punitive damanages It was the
largest demand ever made in Massachusetts history, said ITT attor-
ney Tom Porter of Melick & Porter in Boston

The plaintiffs' suit charged all of the defendants, with the excep-
tion of Aerosol Research, with breach of warranty and negligence
Aerosol Research was charged only with negligence

The 18 plaintiffs will individually receive between $160,000 and
$3 95 million, less what they have received in workers compensation
benefits An additional $125,000 will be used to reimburse plaintiffs'
attorneys' out-of-pocket costs and to pay financial advisers to advise

the plaintiffs, according to a plaintiffs' attorney Michael Mone of
Esdaile, Barrett & Esdaile

Valve may have triggered salmonella

bursement for GAF's coverage liti- CHICAGO-A valve that con- tainted raw milk and pasteurized
gation costs nects a tank containing raw skim milk, was among 13 "observations
« $821,858 55, which stems from milk with pasteurized milk tanks at being evaluated by the U S Food
General Re's 83 5% share of Tran- Jewel Food Stores' Hillfarm Dairy and Drug Administration, a state
samerica's litigation costs of may have played a part in the re- health official said
$984,261 74 cent Midwest salmonella epidemic, Jewel is facing more than 100
The total amount in reinsurance according to a prehminary report lawsuits seeking more than $200
payments sought by the suit was The valve, which may have al- million in connection with the epi-
approximately $25 million In ad- lowed the blending of salmonella- demic (BI, April 15, 29) .
dition, Transamerica seeks $2 5
million in punitive damages
Since the suit was filed, "the -
numbers have increased dramati-

cally," said Michael J Murtaugh,

outside counsel for Transamerica
with the Santa Ana, Calif, firm of ' -
Murtaugh, Hatcher & Miller

This is because Transamerica has
subsequently paid additional de-
fense costs for GAF Mr Murtaugh
estimated Transamerica has paid a
total of $3 5 miillion in defense
costs, and that is still increasing

General Re has paid Transa-
merica, "not a nickel,” he said

Discovery in the arbitration is al-
most concluded and the arbiters
will then set a time and place for
the arbitration hearing, he added .

April 26,1985 : ! !
merica to GAF as partial reim-
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Brokers' annual reports
- more subdued than usual

3300 - -4 By LEONARD M. WILSON ) Frank B Hall & CO Inc, m. contrast, high- du-bbed R-ISX-FA-CS. Based on the roster of
oo ’ . ' lighted the capabilities of virtually every of- services, this sophisticated software system
e Special to Business Insurance flee in its system For example, turn to page has few gaps It clearly is aimed at differen-

1315, TT IS THE season of annual reports A close 18 and read about the catalogue of skills em- tiatin Gallaaggler from the competition
310-1-1 4 ireading of a company's annual often pro- bodied at Frank B Hall of San Francisco Notably dbsent from most annuals is any
vides insights into thé direction of the firm or No public broker, in our memory, has fur- forecast for prices on commercial lines At
300-1 44 - ! the Industry nished so illuminating an account of its orga- the time the reports were being written, It
298, 1111 ‘ ' 1or “ This year's crop of insurance brokerage re- nizgtional skills 9ffice-by-office Any'r'eader was clear that premium rates had turned
P 0P G- O 50-0A 5 ports is quite varied in style, content and would be impressed with the sheer versatility Managements may have felt no need to bela-

tone, and more subdued than usual The of the firm, perhaps representative of toc?/ay's bor the obvious, or we might add, express

common denominator, in our view, seems to international broker In our view, for othér even quiet Jubilation over the profit imBIica-
be a sense of relief at having survived the brokers, public or private, Hall's profile is tions of the firm market for the insurance

The Business insurance |ndex of Insurance In- worst cycle in recent must reading brokerage business That can wait for next
dustry stocks set a record for the fourth con- memory Corroon & Black Corp,ina more straight- year's reports

secutive week. The Bus,ness insurance index Marsh & McLennan forward approach, describes some of its cur-

closed at 347 7 points on May 7, which was an Cos Inc chose to high-/ ' rent initiatives The fi.rm‘s computer system Tri b un al h ears
increase of 3.5 points from the previous record light key staff contribu- , 1 'S almost on-line with & coast-to-coast inte-

high of 3442 points set April 30. A total of 33 tors to various disciplines 19 *2* Am  grated network that will support client ser-

stocks were up, 15 stocks were down, and nine within itss far-flung orga- 1 ! vices and lead to many sophisticated initia- POSg ate a p peal
stocks were unchanged. The biggest gains nization While not ex- tives . . .

were posted by Emett & Chandler Cos. Inc , up plicitly emphasizing spe- _ In another direction, Corroon & Black is

14.1%, Mission Insurance Group Inc., up 12.9%; cific directions, the com- expandln.g a partlelpattqn m health services By STACY SHAPIRO

General Re Corp, up 91%, Baldwin & Lyons pany's annual report In some instances, the firm serves as broker LONDON-Former Liovd's of London un-
Inc , up 7 7%; and CNA Financial Corp., up provided some interest- e i {?\r n‘i‘ided cdovera_ges BUtI 3.” |ncreasu|r1tg d itor | ROP € toy hs Old ° i g u
74% The largest losses were posted by Pro- ing insights rviisen rust toward services including consulling derwriter 1an ,OsQa € shou " not be ex-
tective Life Corp.. down 12%; SRI Corp, down .. In one vignette, the in- . and adm|n|§tratlon of health maln.tenance plellgd _from Lloyd's for life andl depljlved of
8.4%; USLIFEpCorp., down 7%; Kansas City Life dustry-group concept is cited as an important organizations and preferred provider organi- his livehhood" as an underwriter, his attor-

Insurance Co, down 65%; and Frank B 'Hall & contributor to chent services Marsh & zations promises to generate important ney Says.. . mobert Al der. Mr P te'
Co Inc., down 53%. The Business Insurance  |cLennan has organized industry teams, and grcm/th . n ton, o er, exander, WMr Fosgate s
index rose 1% for the trading period, outper- in this instance, describes an undertaking of e Crump Cos Inc , one of t.he fe.W public counsel, told a Lloyd's appellate hearing last
forming the New York Stoc xchanlge Index, the chemicals and pharmaceuticals client brokers to have escaped the mine fields of week that Mr Posgate should not have been
which Tose 0.06%, the Standard & Poor's 500 group The industry team reinforces the underwriting, is preparing to increase the found guilty by Lloyd's of accepting gifts that
index, which rose 0 09%. The 8/ stock index kndwledge of market conditions and client written premium of its small but well-capi- swaye, IS underwriting decisions.” 4 not

also outdistanced the Index of the Dow Jones needs talized and profitable underwriting subsidi- e sugges
30 industrials, which dropped 0.4% during the In another instance, the firm's nuclear ary Cautious in soft markets, the unit stands be found guilt oI] miksjconfguct and celztrtainly,
i iod. roup supported the efforts of a Canadian to bepefit from the current turn in prici 'n any event, shoulc sulier no penally more
same trading period group Supp i %nrump alsois aim[;ng at what Fr)nllgpngbe grievous than the 2% years for which he has
team devising an jnsurance program for an A h "
' - . Argentinian nuclear reactor This was ac- characterized as a full-service concept at already been suspended," Mr Alexander
' British issues complished due to the internationalization of most offices This means expanding volume ~ >*'¢ ]
7 oy e I Div Yield Hiom e l&/larski %McLennan and ‘g[he atg[i,lity t? depl?y at e%dstinfg off_iceslto upport %jarger coterie . 3’" T_|°Sgg‘te’ g’rmerl:’c[‘é‘:rma” of A,'t'_ex'
ay o nee N o C gnTew nowie agross an interpational spectrum of proiess|onals seograpnic expansion IS gnaer Aowaen Gr naerwritin
S e P e Penospence thlglet)ﬁang erg(Aﬁe)F]an ey Services Ic'ch onfmgell%/ to contlnu%, alon g\INIt%l, rowih In spe- ?ﬂhate, AIexan(éerd?-lJ wden iLPn 1egl'§V2rltl?t
enl Acciden - € other hand, eschewe € usual gloss or Clalty areas such as surplus lines prokerage, , Was suspendea by Lioyd's m | a
aan 'R/:,ya.dEx:th:s“:2892;615514562?).562 annual reports for a ng-nonsense account of an area in which the company is well-situ- a suit was filed by Howden and its parent,
Royal 585 N/M 339 58 587-583 the realighments and financial dislocations ated despite earlier problems created by the sAJﬁXae}%%%[j 8#] éle]eggpguerrgﬁer\r/#%g?n Ier;cH'[)Uve
Sun Alliance 447 21 521 1 50 448-445 1 I d H t 1 t' th f' f — k t -
L?nvou\:‘ierlxriet:r(‘grﬁasézg & firm from recur sof})m?urr 3 Gallagher & Co, the new boy on den officials misappropriated as much as $55
provers . . Tqﬁ rteport readf? mtuch_llke a10-K ﬂlltrp]g,t thebt%Iock, issued thﬁ first an{]ual rfe;gort asa mﬂhompg-(l)osvgg n funds (Bl Sept 27,1 88t2 5
o obineon ) ut that proves effective in conveying that pubhc compan e narrative of jts corpo- ! § /
o e e oo e ovenes Alexander & Alexander is near thé end of a rate history offers interesting insights into charges on which he was earlier found quilty
Seno oo 157 14 5 40 305355 long and difficult road key programs that have spurred an unusual by’a Lloyd's disciplinary committee, whos
Stom ;f\,rightson 595 156 257 43 597-585 growth record The company's philosophy of hear'i/r:gr';‘.> were not open to the public
Willis Faber 658 225 186 28 658-638 Leonard M Wison, a special hmded partneT management, captioned "The Gallagher r Posgate requested that the appellate
Source Philip Olsen/Alan Clifton, Insurance industry atLF Rothschild, Unterberg, Towbin in New Way," conveys a sense of disciplined creativ- hearing be opened to the public
Specialists Kitcat & Airken Stockorokers, York, speczatizes in insurance brokerage ity and enlightened entrepreneurship T.he Lloyd's d'sc'p"”ar}’ committee had
London stocks He is a member of the New York So- Top billing is also given to the company's acquitted Mr Posgate of six other charges,
ciety of Security Analysts risk management information system, among them that he dishonestly misappro-

priated Howden funds and used Howden

\ funds to capitalize Southern International Re
Co SA,a Panamanian company

According to Peter Scott, an attorney for

Lloyd's, the discipli i fi d
B I I n d u Stry Sto C k Re po rt May 7, 1985 5/1/85 thru 5/7/85 M:“F/’ossgatlteegb:ii?";;nary committee foun

+ Accepting gifts from former Howden
Chairman Kenneth Grob, another defendant

in the A&A suit, knowing they were in-

) . . Pnce % Chg P/E $ Div %¥Id High Low Vol(000) tended to influence his underwriting The
Brokers Price % Chg P/E $ Div % YId High Low Vol (000) 9 $ 9 (000) 1 - ind 9
Nexander & Alexander sves | NYSE 27.63 14 00 100 36 27.6327.13  se0e  Avemco com OIT\ICYSE4272.?§22689122()§ 060222725265017 5 gifts were a Pissarro painting valued at
Baldwin & Lyons Inc orc  70.007 7 127 0.80 1 1 70 00* 65.00 2 e A e A Y SE 68 25 28 17 2 2 20 2 = 69 38" 66.00 2261 $90,000 and a 10% share of the Banque du
NYSE 457 2 1 22 46.00 44.63 327 ul orp . .
o e NYSESSTEEE029972  L500tee AL Combined iu o NYSE 45.25 20 91 216 48 45254438 20 Rhone et de la Tamise, a Swiss bank alleg-
Emett & Chandiler Cos Inc et 20.2514 196400000 202571775 2% ontinental Corp NYSE 44.13262292.60 59 44.2542.63 8397 edly controlled by Mr Grob and other for-
os L
Gallagher Arthur J & Co ore 41,7506 250 0.28 07  41.75 41.50 200 Crown Life Ins GO SCTC 1;’95;)2’ 02?:_, 1;‘70 ig‘; 33721 355%?7:'53359'88 oo mer Howden officials
Hall Frank B & Co Inc NYSE 2450 -53 00 100 41 25.00 24.50 zree E::r::_:gfcm Inc otc 58.88-02 107 176 3 0 58.88 5813 3702 . Falllng to contradict a statement made
Marsh & Mclennan Cos Inc NYSE 65 25 -1 1 40 3 240 3 7 65.75 64.75 zss e iy ore 2813 04 OO O04as 17 28.13 27.75 195 4 .
Poe & Assoc 1ne ore 800 0O 0O 0coOo oo s.co  e.co 120  Fremont Gen Corp by Mr Grob to a Howden general meeting
Reed Stenhove Cos Ltd ere  20.000626006030  200019.88 9%, \estLife Assurn Co OTGC 36600 01 04 1400 35  “eeeo e o= regarding the ownership of the Banque du
= H 1 c oTc 3850 -13 356 056 15 - -
AGENTS/BROKERS AVERAGE 552 =1 H::;\;er; ;Ste:m Boiler Insptn OTC 8500 06 379 300 3 5 85.00 84.00 2‘25: Rhone
Kans City Life Ins e 7850-65 90 288 37 0000 [es  ares At the meeting, Mr Grob told members
Conglomerates & Holding Cos. Kemper Corp ’ that no Howden directors owned shares in
R ) Liberty Corp S C 7 C 1 -2 33,0335, 'a° .
American Express(Fireman's Fd) NYSE 43 881715012829 4388418825826  tbovcomse NYSE'3938 00164784 473963 39.13 481 6 the bank after it was sold by Howden to un-
Anderson Clayton(Ranger/PanAm) NYSE 36 00 -2 0 18 6 1 32 3 7 37 00 36 00 " NySE 875 129 OO0 00O OO 8.75 7.75 820 disclosed shareholders who Included Mr
Armeco Inc NYSE 750 -16 OO 00O OO 7.75 7.50 3728 Mission 'nls Group Inc ore 531.75 33 23 3 1.30 4 1 a1 75* 31.00 sa0
1aa 0 numegntal  Cory . . e - 1
Berkiey W R Corp o 1838 00 00 os= 21 1essieso 10 Ngrthwéstern Nati Life Ins OTC3238™-48775'080 25 3325 32 38 147 2 osgate and other Howden directors, Mr
CIGNA Corp - - - N B
Ohio Cas Corp orc 56.00 3 0 20 7 2 80 5 0 56 00~ 53.88 Tors Scott said
City Investng Co (Home Ins ) NYSE 36 88 -2 0 36 000 00 317;? ::25: 08 0 Ol Rep Intl Corp orc 3938 -19 76 088 22  39.38 3875 e Disciplinary committee findings against
i . : i NYSE 25. 7z 25.00 24.50 )
g::::léoglngA) NYSE 8075 91 505 1 56 19 81 00* 73.75 4734 2"0[‘ Clap CC?"P ore s =1 153??2%07200062 gg 23.25 20.75 se7 2 Mr Grob and former Howden Director Ron-
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Cost Contaimnment Technology

Thars Saving
AMmMerican Business Millions.

HEALTH SERVICES

ik ADMINISTRATION DOLLAR
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RIMS alone provides all of the
products to Successfully automate
the diverse range of health
services administration functions

performed by...

| THIRD PARTYADMINISTRATORS. ..

- INSURANCE COMPANIES /
ASO DIVISIONS...

- SELF-INSURED ORGANIZATIONS. ..

- PREFERRED PROVIDER
ORGANIZATIONS...

* HOSPITAL ASSOCIATIONS ...

- BANKS...

- AND MORE ...

OicClalm for Medical, Dental
and Vision Claims

- integrated Eligibility VVerification

| Complete Claims Adjudication

a Plan Management Control with On-Line
Changes

a Management Reporting
and much more...

RiIims

Cost Containment Reporting

I Hospital Utilization Statistics
- Diagnosis Reporting
m Benefit Plan Utilization Analysis
| Week-end Admissions Tracking
m Provider Comparison Analysis
a Average Length of Stay

and much more...

Long and Short-Term Disability

| integration with Normal Claim Processing
i One-Step Claim Handling

- Diary Payments

a Automatic Claim Review

m Standardized Tax Reporting

I W2 Production

and much more...

Billing and Accounts Receivable

a List and Summary Invoicing

m Agent Commission Tracking

m Age Rating

a Area Factoring

m Current and Prior Rate Schedules
m Monthly Premium Reporting

m LOSS Ratio Display

and much more...

HEAUH CLAIMS "- 4°
MANAGEMENT

Medical Case Management
a Pre-Admission Notification & Certification
a Second Opinion Tracking
a Admission, Continued Stay & Concurrent
Review
m Medical Management Follow Up
i Disability Case Management
a Retrospective Review
I Medical Consultations
m Statistical Reporting
a Diary Follow Up
m Normative Data Base Access
- By Diagnosis, Procedure or DRG
and much more...

All of Resource Information Management
Systems, Inc.'s products maybe purchased
either as an integrated package or as stand
alone entities within your corporate struc-
ture ... RIMS automates more aspects of
patient case management and benefit
administration than anyone in the industry.
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RESOURCE INFORMATION MANAGEMENT SYSTEMS, INC.

2015 Spring Road, Suite 220 Oak Brook, IL 60521 312/789-0230
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Please

more information on:

| 0 Oicolaim « 0 Pre-Admission

Certification

E| C- C- Reporting O Free Systems

m Pisability

Phone: - ___
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,-55613 1
Name: — — —_ ——————
Organization: - - - I
Address:
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