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W.VVa. lawmakers seek
liability crisis remedy

By CAROL CAIN

CHARLESTON, W.Va.-The West Virginia Legislature may still
be in special session this week, debating what to do about new tort
reform legislation that prompted at least five property/casualty in-
surers to issue notices of professional liability policy cancellations.

Meanwhile, the state Supreme Court, acting on a motion by Attor-
ney General Charlie Brown, granted a temporary injunction May 9
enjoining the five insurers from carrying out their intended cancel-
lation of medical malpractice policies.

Among items the Legislature was expected to
; consider were two measures Gov. Arch A. Moore
Jr. drafted that call for the creation of state funds
that exclusively would provide liability insurance
06 to health care providers, non-health care profes-
sionals and local governments.

When lawmakers returned to Charleston on
.*.*- May 15 for the session, they also were expected to
consider legislation drafted by the leadership of
both houses, which would eliminate or amend

1 - language in S.B. 714-the tort reform measure.
Gov. Moore Insurers have indicated that if the measure
were amended, they would not cancel profes-

sional liability insurance policies (Bl, April 28).

Capital observers were unable to predict how long the special ses-
sion would last, but noted there were some 22 other items on the
agenda. "It could take two days or two weeks," one observer said.

The insurers affected by the Supreme Court temporary injunction
are three underwriting units of CNA Insurance Cos. in Chicago-
American Casualty Co. of Reading, Pa.; National Fire Insurance Co.
of Hartford, and Continental Casualty Co., all based in Chicago-St.
Paul Fire & Marine Insurance Co. in St. Paul, Minn.; and Ohio Hos-
pital Insurance Co. in Columbus.

The temporary injunction is believed to be the first of its kind in
an antitrust suit.

Continued on page 26

update

NAIC, employers negotiate
Risk Retention Act accord

WASHINGTON-Attorneys rep-
resenting the National Assn. of Insur-
ance Commissioners and employers
were meeting last week to try to reach

agreement on legislation to expand
the federal Risk Retention Act.

The legislation, S. 2129, approved
by the Senate Commerce Committee,
would make it easier for buyers to set
up risk retention groups-a kind of
captive insurance company to cover

Continued on next page
Entire contents copyright 1986 by
Crain Communications Inc. All rights reserved.

Five-year pension vesting
seen likely in final tax bill

By JERRY GEISEL this month approved a radical tax bill that lowers the
Lo . highest corporate rate to 33% from the current 46% and
~ WASHINGTON-The ragld five-year pension vest- slashes the maximum personal tax rate to 27% from
ing requirement approved by the Sénate Finance Com- 50%.

mittee will be in the final tax overhaul Iegislation that "With the new lower tax rates, there is a lot of mo-
Congres§ _is likely t°_ approve thi? year, experts pr(_adict. _mentum for a bill. The lower rates are very seductive,"

In addition, provisions boosting the taxes paid by said Frederick Rumack, director of taxes and legal ser-
[)roperty/casualty insurers will be in the final bill, vices for Buck Consultants Inc. in New York.

hough no one can predict the final form the prop- But, tax legislation still must clear several major hur-
erty/casualty tax provisions will take. dles before it can become law. The full Senate must

Congress also is expected to approve: approve the Finance Committee bill, which is expected

+ A much lower maximum annual 401(k) salary de- to come up for a vote early next month. If the Senate
fg;rr:gl limit, probably around $7,000, compared with passes a bill, a congressional conference committee
| ©.000 Nder current -..——.—— 54ld iron out differences between the House
aw- . . . and Senate bills and draft a final bill.

® An eXCISG taX |m' THE NEW =|# The House and Senate would then have to
posed on reversions em- approve the conference committee bill before it
ployers recover from ter- I AX B H L L is sent to President Reagan for his signature.
minated overfunded pen- Experts doubt that battles on the prop-

' I singe,both the - am# | erty/casualty and benefit provisions-with the
§IQJJ‘£ %Qﬁﬁlg&@nb y g(ception of tax deoEctions for contributions to
Individual Retirement Accounts-will be
sure, H.R. 3838, %pr_proved last year by the House con- fought there. Instead, the property/casualty and bene-
tain similar provisions. o fit provisions are likely to be settled in the conference

* The Finance Committee provision that perman- committee.
ently extends the tax-favored status of employer-pro- "This tax bill will be written in conference," says
vided group legal and educational assistance benefits. Sylvester Schieber, director of The Wyatt Co.'s re-

However, the shape of other benefit provisions re- search and information center in Washington.
mains in doubt. o ) But, a fierce battle, led by the financial services in-

But, experts say it is almost a sure thing that Con- dustry, is expected on the Senate floor to restore the
gress will pass a major tax overhaul bill. deduction for contributions to IRAs.

"A few weeks ago, you couldn't get odds on passage And, there are worries that some employer-spon-
of a tax bill. Now, there is a real good chance a bill will sored plans, like 401(k) salary reduction plans, could be
be passed," said Theresa Stuchiner, a partner at Kwa- bloodied if the IRA deduction is restored (see story on
sha Lipton in Fort Lee, N.J. — p— — > _ —=

The odds changed so much in favor of enactment of In the conference committee, many expect House

and a tax overhaul mea-

By STEPHEN TARNOFF

DEARBORN, Mich.-The widely publi-
:ized disclosure last week by Ford Motor Co.
hat is has "little or no" product liability in-
:urance this year could signal a trend toward
nany,more similar disclosures by U.S. com-
)r: CS.

Already, at least six other companies, pri-
narily pharmaceutical manufacturers, have
nade similar disclosures.

And, concerned that shareholders have a
,ight to know when companies lack liability
nsurance and that financial statements
night be deemed misleading if they do not
nclude such information, auditors are now
tudying whether to develop rules governing
Mhen disclosures about insurance problems

hould be made.

Preliminary guidelines on some form of
lisclosure about an absence of insurance
ould be issued by year-end by an American
nstitute of Certified Public Accountants task

"I think we will see more and more com-
,anies making these disclosures," said

tax legislation because the Senate Finance Committee

Companies disclose insurance problems

"1 think we will see more and more companies making these
disclosures,” says Wayne Kolins of auditors Seidman &
Seidman. "If the insurance problem does not go away,
companies will be hard-pressed to answer to shareholders on
why they are not disclosing the information.’

Wayne Kolins, a national director of Seid-
man & Seidman in New York.

"If the insurance problem does not go
away, companies will be hard-pressed to an-
swer to shareholders on why they are not
disclosing the information,” he said.

In today's market, where insurance capae-
ity is scarce and rates are high, major U.S.
corporations either can't find the limits of lia-
bility insurance they have purchased in the
past or are reducing the amount of liability
insurance they buy because they consider the
premiums too expensive.

Ford disclosed in its 10-K for 1985 filed

with the Securities & Exchange Commission

Senate committee members divided

over federal product liability legislation
Page 3

that it "has little or no product liability insur-
ance for incidents that might occur in 1986
because of the limited availability of such in-
surance at reasonable premiums."

Ford does have some product liability cov-
erage of overseas operations, for which liabil-
ity insurance is easier to obtain, a company
spokesman said.

"In the U.S., coverage is about zilch right
now," the spokesman said.

However, he pointed to the words "reason-
able premiums" in Ford's disclosure, suggest-
ing that Ford could have purchased insur-
ance but chose not to pay the price.

"The key word is reasonable," he said, de-

Continued on page 4

clining to be any more specific about the
product liability insurance available to Ford
or its prior insurance program.

In the late 1970s, Ford maintained a $2 mil-
lion self-insured retention for product liabil-
ity losses involving its automobiles and had
$100 million of excess liability insurance, ac-
cording to documents then filed in court.

Today, an automaker would have to as-
sume a $10 million to $20 million self-insured
retention before it could obtain any excess
product liability insurance, one reinsurance
underwriter estimated.

In addition to Ford, other companies that
have made similar disclosures to their share-
holders and in filings with the SEC include:
Browning-Ferris Industries Inc. in Houston;
SmithKline Beckman Corp. in Philadelphia;
Johnson & Johnsoh Inc. in New Brunswick,
N.J.; Abbott Laboratories in North Chicago,
Ill.; Squibb Corp. in Princeton, N.J.; and
Bristol-Myers Co. in New York.

Most of these companies merely disclose the
fact they lack some insurance and cite the gen-
eral unavailability of coverage as the reason.

Continued on page 30

Tillinghast, TPF&C merger viewed
as winning consultant combination
Page 3
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Tax bill

Continued f-om page |
members to quickly accept the Fi-
nance propcsal to impose much fas-
ter vesting requiremen-s on pen-
sion and savings plans.

Under that proposal, employers
would have to offer one of two
rapid vesting schedules: 100% vest-
ing after five years of service, or
20% vesting after three years, with
vesting continuing at an annual
rate of 20% until a worker was
100% vested after seven years.

Most pension plans now offer
first and full vesting after 10 years.
Ten-year vesting still would be al-
lowed for :nultiemployer Eension
plans.

Faster vesting wou_d signifi-
cantly increase pension ccsts for
some employers. The exact amount
of increased expense would depend
on the rate of employee -urnover at
a company.

Despite higher costs, few expect
to see much opposition to faster

vestirg.

"l can't imagine opposition from
the House on vesting," said Mr. Ru-
mack of Buck Consultants.

"Many members would think
that a vote against faster vesting
would be a vote again:t werner-,"
said Kwasha Lipton's Ms. Stu-
chiner.

Pension activists have charged
that long vesting schedules dis-
criminate against women who
they say, are much more likely tc
leave the workfcrce after a few
years than men because of family
responsibilities.

Employers also are unlikely to
fight faster vest_ng since "there is a
sense of realism on the part of the
business community that five-year
vesting is a conceNt whose time has
come," said Stuart J. Brahs, execu-
tive director of the Assn. of Private
Pension and Welfare Plans in
Washington.

Unlike most of the other prcvi-
sions in the Finance Committee t,ill

that have effective dates of Jan. 1,

1587, the faster vesting rule would
not go into effect until Jan, 1, 19E9.

It also is likely that the House
will accept new, more expensive
pension integration rules contained
ir the Finance Committee bill, ex-
perts say. These new rules, which
also would go into effect on Jan. 1,
1989, will reduce an employer's
ability to cut workers' pension ben-
efits by the Social Security benefits
workers receive (BI, April 28).

"l wouldn't expect House opposi-
tion on the integration rule
changes," said Buck's Mr. Rumack.
Consultants say current i ntegration
rules are too complex, while pen-
sion activists charge that integra-
tion rules allow too great a reduc-
tion in wcrkers' pension benefits.

Both the House and Senate Fi-
nance Committee bills call fer a
$7,00C maximum salary deferral tc
a 401(k) plan, so tile odds favor that
a $7.000 limit will stick in confer-
ence, said Mr. Rumack.

The 401 (k) lim-t, though, could
be further ehopped if the tax de-

ducti)n for most IRA contributions
is restored, an issue that is almost

certain to first come up on the Sen-
ate floor.

Both the House and Finance
Committee tax bills propose differ-
ent non-dis2rimination rules for
401(k) plans {BI, April 28).

Under the Finance Committee
proosal, plan discrimination
would be tested by comparing de-
ferrals made by a newly defined
group of highly compensated em-
ployees with deferrals made by
lower-paid employees. Highly-paid
employees would include:

- Employees who own 5% or
more of a company.

< Employees earning more than
$100.000 annually.

- Employees earning more than
$50,)00 annually who also are
among the top-paid 20% of employ-

- Officers who earn at least lib
times the defined contribution
maximum- currently, $45,000.

The House definition of who is a

highly compensated employee is
more restrictive (Bl, Nov. 11, 1985).

The Finance Committee bill also
would retain the current actual de-
ferral percentage for 401(k) plans
to compare deferrals by the highly
compensated to the lower-paid
two-thirds. The deferral tests in the
House bill are much stricter.

Experts believe that staff will
settle on final rules because mem-
bers lack the technical expertise in
that area.

Because 401 (k) non-discrimina-
tion rules lack such a high visibil-
ity, experts say it is difficult to pre-
diet the outcome. But some experts
believe the Finance Committee
401 (k) non-discrimination rules are
more likely to be accepted in con-
ference because of greater em-
ployer support for them.

Both the House and Finance
Committee tax bills call for a 10%
excise tax on reversions employers
recover when they terminate over-
funded pension plans. This tax
would be retroactive to Jan. 1, 1986.
However, under the Finance bill,
no excise tax would be imposed on
reversions transferred to an Em-
ployee Stock Ownership Plan.

Experts agree that an excise tax
will be part of a final tax bill,
though it isn't clear whether it will
be the Finance Committee or
House version that will fly.

An excise tax is seen as a way of
recouping a portion of the tax ben-
efits employers obtain when they
set up and contribute to pension
plans, said Frank McArdle, direc-
tor of communications and educa-
tional programs at the Employee
Benefit Research Institute in Wash-
ington.

It also is likely that the House
members of a conference commit-
tee will accept the Finance Com-
mittee provision to permanently
extend the tax-favored status of
group legal and educational assis-
tance benefits. The House bill calls
for an extension of these benefits
until Jan. 1, 1987.

Mr. MeArdle says a permanent
extension is more likely because of
strong union pressure and because
Congress wants to settle the tax sta-
tus of these benefits.

Significant differences also must
be resolved in caps on maximum
pension benefits and contributions,
and the outcome is not yet clear.

For example, the House bill calls
for lowering the maximum annual
benefit under a defined benefit
plan to $77,000 from $90,000 and
cutting the maximum annual con-
tribution to a defined contribution
plan to $25,000 from $30,000.

The defined contribution limit
would not be increased until the
defined benefit limit hit $100,000.
Maximum benefit increases would
continue to be linked to annual in-
creases in the Consumer Price
Index.

Under the Finance Committee
package, the maximum defined
benefit and contribution limits
would remain at the current
$90,000 and $30,000 limits, restec-
tively. These limits would be '04-
dexed to increases in the Social Se-
curity wage base.

The $30,000 defined contribution
limit would be frozen until the de-
fined benefit limit reaches $120,000.
After that, the maximum defined
contribution limit would be held at
25% of the maximum defined bene-
fit limit.

On the property/casualty side,

the only thing that is certain about
a final bil

is that it will include
provisions hitting the industry with
higher taxes, a cost that will be

passed onto buyers, insurers have
warned.

WWhile the Finance Committee
and House tax bills both call for
multi-billion dollar tax increases on
property/casualty insurers, the
provisions are very different and
no one can say what shape the final
provisions will take.

A final resolution on these pro-
visions "will depend on who
Continued on page 7
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At Wausau Insurance,
service Is our leading export.

This little depot the symbol
of a hometown spirit of helpfulness
is where Wausau Insurance

came of age. From here, we've
exported all across America, our
reputation for exceptional business

insurance service.

When your company considers

teaming up with Wausau, you can
do it with confidence. Because

we realize one of the most valuable
assets we protect is our own
reputation for service.

With Wausau, expect excellence

in claims service. Excellence in

loss-control service. Openness in

VWAUSAU
f.* INSURANCE

COMPANIES

.Mr | pr; 11 ® WausauWisconsin54401

1

communications. Alertness in
response to your needs and
problems.

And remember, it's always wise
to ask what you'll get for your
money. That k what determines
value. Re-discover the simple joy of
getting your money's worth.

WAUSAU WORKS:
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A judicious decision

I*ENTY oF CRITICISM is leveled at judges in the

i U.S. court system today for expanding current law
and making new law that broadens liability for in-
juries, so it's a welcome opportunity to praise a judge.

U.S. District Court Judge John F. Keenan deserves
praise for his opinion handed down last week that dis-
misses from U.S. courts in favor of Indian courts the
litigation over the December 1984 Bhopal disastrous
gas leak (see story, page 2).

Maybe now plaintiffs attorneys won't be so quick to
rush into U.S. courts with cases that are the proper
jurisdiction of other countries' courts.

Judge Keenan's decision, significantly, is not a cold-
hearted opinion. Throughout the 63-page opinion,
Judge Keenan's deep concern for the victims of the
disaster and their survivors is obvious. Indeed, his
opinion opens with the statement: "On the night of
Dec. 2-3, 1984, the most tragic industrial disaster in his-
tory occurred in the city of Bhopal."

But, after considering the evidence, the arguments
and the applicable law, Judge Keenan concluded, "the
Indian legal system is in a far better position than the
American courts to determine the cause of the tragic
event and thereby fix liability. Further, the Indian
courts have greater access to all the information
needed to arrive at the amount of the compensation to

be awarded the victims.”

And, on the important issue of the public interest,
Judge Keenan ruled, "The administrative burden of
this immense litigation would unfairly tax this or any
American tribunal. The cost to American taxpayers of
supporting the litigation in the United States would be
excessive. When another, adequate and more conve-
nient forum so clearly exists, there is no reason to press
the United States judiciary to the limits of its capacity.
No American interest in the outcome of the litigation
outweighs the interest of India in applying Indian law
and Indian values to the task of resolving this case."

Further, the judge observed, "The Union of India is a
world power in 1986, and its courts have the proven ca-
pacity to mete out fair and equal justice. To deprive the
Indian judiciary of this opportunity to stand tall before
the world and to pass judgment on behalf of its own peo-
ple would be to revive a history of subservience and sub-
jugation from which India has emerged.”

Judge Keenan also earns praise for a particular foot-
note in which he commented on the behavior of many
American lawyers who went to Bhopal, during Decem-
ber 1984 and January 1985. "Those members of the
American bar who traveled the 8,200 miles to Bhopal in
those months did little to better the American image in
the Third World-or anywhere else.”

letters

Ferraro's left wing' comments not worth the ink

To the editor: You printed a very offen-
sive article on comments by the "Far
Left" defeated Democratic vice presiden-
tial candidate Geraldine Ferraro (B,
April 28).

| still am unable to figure out what pos-
sible relevance her destructive, left-wing
political comments had to do with "busi-
ness insurance.”

So far as | am concerned, Ms. Ferraro's

comments would be best "kept to her-
self."”

Don't forget these
choice guidelines

To the editor: We read with interest
"Several Points to Weigh in Choosing
Broker" (BI, April 28). However, though
the list was long and formidable, a couple
of points were missed.

They are:

+ A broker's ability to be faster than a
speeding bullet.

= A broker must be more powerful
than a locomotive.

= A broker must be able to leap tall
buildings in a single bound.

These points | think complete the list.

Corrie Foos

VP

Micor Insurance Brokers Inc.
San Jose, Calif.

Put your RICO

carrier on notice

To the editor: An observation on Bob
Wilson's April 28 advocacy, "Let's use
RICO as a weapon against lawyers."
Sounds like a conspiracy to me; put your
RICO carrier on notice, Mr. Wilson.

Richard S. Bakka

Senior Vp

American Mutual Reinsurance Co.
Lisle, IlI.

Business Insurance wekomes let-
ters from its readers. Please keep
your comments as brief as possible.
We reserve the Tight to edit letters
for clarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush St.,

Chicago, Itt. 60611.

Willard H. Coryell

Branch Manager

Liberty Mutual Insurance Co.
Sacramento, Calif.

To the editor: Dare you to publish this!

It's hard enough to comprehend why
anyone would ever invite former Demo-
cratic vice presidential candidate Geral-
dine Ferraro to speak at a Risk & Insur-
ance Management Society conference.

It's harder still to imagine that your

publication is so hard-up for material that
it would bother to quote from her irrele-
vant rantings against the "far right" (B,
April 28).

How can anyone stand to stomach all

this, especially after seeing and feeling all
the effects that have come from all of the

foolishness from Ferraro and all her bud-
dies out in left field?

You really ought to dig deeper for
meaningful things to pub-
lish.

T.J. Taylor
Salt Lake City

Naming Aetna in Dalkon suit is 'insanity

To the editor: Your front page article,
"Dalkon shield suit charges Aetna with
concealing facts" (BI, April 21) at first
glance had me chuckling.

I thought it was a belated April Fools'
Dayjoke.

Obviously plaintiffs counsel is quite se-
rious! When will this insanity stop?

I'm putting my attorneys on notice in
the event | am named in this action. After

all, like most people, | have at least once
been insured by Aetna and it is possible |
may also be named in this action.

Help! My attorney just advised me he
doesn't do defense work any longer, only

planitiff cases these days.
James H. Pair Jr.

President

Pair Insurance Agency Inc.
Atlanta

Perspective fits underwriter's experience

To the editor: John Long's perspective
"Misplaced blame-Cash-flow under-
writing is not the culprit for today's hard
market" (Bl, April 28) is the best discus-
sion I've read on the subject of the current
market.

His comments regarding buyer price-
consciousness, expected investment gain
included in pricing and insurer willing-
ness to pay claims fit my 20 years' experi-

Insurance industry is

To the editor: The Perspective article
by John D. Long (BI, April 28) really took
me aback! If the companies didn't shoot
themselves in the foot, then who in the
world was the mugger?

When you ask yourself what would
have happened to the industry if the stock
market had gone down the same amount
as it had gone up in the last three years,
you wind up with a case of the terminal
shakes. The spectacular stock market rise
has literally been the salvation of untold
numbers of those "blameless" companies.

If not the companies, then the regula-
tors are surely at fault. Anyone with a
modicum of common sense and a few

years in the industry could have foretold

ence as a desk underwriter.

He is certainly correct to point out that
insurers would have been soundly
thrashed by the press and regulators for
passing along "unconscionable" invest-
ment income to shareholders.

Michel Dunia

Underwriting manager
Fireman's Fund Insurance Cos.
San Rafael, Calif.

both culprit and victim

(and probably did) what the "soft market"
was going to bring in terms of loss ratios
and skyrocketing rates.

As to the changing environment being
something over which the companies had
no control, certainly the companies and
the regulators are well stocked with ac-
tuaries who are experts at predicting
what will happen in the future based on
what's been happening in the past.

In short, my opinion is that the industry
(companies and regulators alike) is both
the mugger and muggee. They'd better
get their act together or the next episode
could be fatal.

George R. Nash
Long Beach, Calif.
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Change arollercoaster risk
Intoamanageable carousel.

Ring National Re! It is our business to provide clients with direct
reinsurance, so they can conduct their business more constructively and profitably.
We have a long-term commitment to the reinsurance business. . .the capitalization
the people. . .and the experience to help our clients avoid financial crises.

If this is what you seek in a reinsurance company, ring National Re today!

181! National Reinsurance Corporation

Responsive Reinsurance

4

777 Long Ridge Road, RO. Box 10167, Stamford CT 06904
203/329-7700 - Tele[: 965938 .
j ff

Chicago - Dallas - Hartford - Ins Angeles - New York
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This September, Unionmutual will bring some of our top
insurance producers to our hometown of Portland, Maine for
an exciting, all expense paid vacation. Four days and three
nights filled with fine food, entertainment, great company,
and red carpet treatment. Not to mention some unforgettable
tennis and golf.

It’s the Unionmutual Seniors Golf Classic, our way of
saying thanks to our top producers. You'll soon receive full
details on how to qualify. If you haven't heard from us by
April 10, 1986, contact your local Unionmutual office.

Golf, tennis. . .

For the past two years, our top producers have walked
away from the Seniors Golf Classic Pro-Am with enough
memories to last a lifetime. This year, you could find yourself
practicing putts with Arnold Palmer or getting tips on your
game from one of 20 other golf legends.

all the play,on and
At the 1986 Unionmutual Seniors

If you choose, you can stay on to watch the pros battle
each other in another exciting cliffhanger, as they compete
for $165,000 in Seniors Golf Classic prize money.

If golf’s not your game, you can improve your skills with
another exciting legend, tennis great Rod Laver, in our Tennis
Clinic and Challenge Cup.

.. .And much more.

There’s a lot more to the Unionmutual Seniors Golf
Classic than golf and tennis. You're welcome to say ‘the heck
with sports!’ and have a lobster. Go shopping at L.L. Bean.
Take in the magnificent foliage along the Maine coastline.
Or team up with other insurance professionals for some good
conversation, terrific food, or a few laughs.

A special cause.
The Unionmutual Seniors Golf Classic is more than just
a good time. It’s a special event for a special cause. Because

individual Disabllity 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.

Individual Life Division Contest: Only paid premium received in conjunction
with the sale of Unionmutual Stock Life Insurance Co. of America universal [ife insurance
outside of Wisconsin will be considered in awarding prizes in the Individual Life
Seniors Contest.
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off the green

Golf Classic.

the net proceeds from Unionmutual Seniors Golf Classic
ticket sales will be donated to the Maine State Chapter of
the March of Dimes, with a guaranteed minimum donation
of $10,000. We're proud to sponsor an event that will help
prevent birth defects and save young lives.

Unionmutual: The professional's choice.

The Unionmutual family of companies 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.

Let us know if you don't receive an entry.

Keep an eye on your mailbox for full details on how
to qualify. We hope you'll be joining us this September for
the 1986 Unionmutual Seniors Golf Classic We know you'll

enjoy the Unionmutual style, as well as the lifestyle here
in Maine

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

Prizes are taxable as ordinary income

Frioy/i.emblims /|
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The UNUM commitment to excellence. -

Unionmutual Stock Life Insurance Co. of America, Ponland, Maine 04122 (All states except New York)
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IMGand YOU PARTNERS in PROFII

Kansas law restricts

We've got the PAT™ solution for increasing your

profits. IMG's experts in Participative Analysis

Techniques™ work with you in a uniquely structured
program to identify cost-saving areas, streamline

systems and improve customer services.

Our PATM program optimizes your investment in
people and systems while at the same time improving
morale and promoting departmental cooperation. The
result is an on-going problem-sclving environment
that will continue to generate savings and increase

profits long after we've gone.

Call or write today for our free Case Histories Booklet.

INSURANCE MANAGEMENT GROUP
300 Bedford Street » Stamford, CT 06901 « (203) 357-7169
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TOPEKA, Kan.-A new state
law will restrict property/casualty
policy cancellations and require in-
surers to give policyholders a writ-
ten explanation if they plan to can-
cel cr not renew an existing policy.

Meanwhile, a recently appointed
citizens committee is studying the
liability insurance market in Kan-
sas and is expected to make recom-
mendations to the Legislature.

The recently enacted measure-
S.B. 512, expected to take effect by
July 1-prohibits cancellation of
property/casualty policies that
have been in effect for 90 days or
more, except for certain reasons,
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We admire your endurance and stability
...qualities we emulate
in Marine Insurance Underwriting.

WORLDWIDE INSURANCE COVERAGE FROM

a cO.. one.

MARINE UNDERWRITERS SINCE 1887
Four World Trade Center, New York, N.Y 10048

Telephone: 212-775-1300 - Telex: 12-9249-Fax: 212-524-6805

Atlanta - Baltimore - Boston - Chicago - Columbus - Dallas - Detroit - Hamilton, Barmuda

Houston - _os Angeles - New Jersey, Clifton - New Orleans - New Ybrk Regional - Philadelphia

Pittsburgh - San Francisco - Seattle - Syracuse - Toronto - Vancouver

Correspondents throughout the world

policy cancellations

around the states

including:

* Non-payment of premium.

= An issuance of the policy be-
cause of a material misrepresenta-
tion.

+ Policyholder violation of any
of the material terms and condi-
tions of the policy.

= Unfavorable underwriting
factors, specific to the policyholder,
that were not present at the incep-
tion of the policy.

= A determination by the insur-
ance commissioner that continua-
tion of coverage could place the in-
surer in a hazardous financial con-
dition or in violation of Kansas
law.

= A determination by the insur-
ance commissioner that the insurer
no longer has adequate reinsurance
to meet the policyholder's needs.

The legislation also requires an
insurer to provide policyholders
with at least 60 days' written notice
if it doesn't intend to renew a pol-
icy or will provide substitution of
similar coverage for the same expo-

Initially, the Kansas Insurance
Department, which recommended
the legislation, wanted a 90-day
written notice, but the Legislature
amended it to 60 days, said Richard
Brock, administrative assistant to
Kansas Insurance Commissioner
Fletcher Bell.

The Legislature also further
amended the bill to add a provision
that requires insurers to give poli-
cyholders a written explanation
specifically detailing reasons for
canceling or non-renewing a pol-
icy.

The legislation follows a bulletin
issued by Commissioner Bell in
August 1985, in which he threat-
ened to take action to block mid-
term cancellations (BIl, Sept. 16,
1985).

"If midterm cancellations and
non-renewals of Kansas policy-
holders continue, | will have no
choice but to seek restrictions on
insurers' ability to cancel or non-
renew insurance contracts or take
such other actions as seem appro-
priate,” Mr. Bell said in the bulle-
tin.

S.B. 512 was signed by Gov. John
Carlin in April and will take effect
after publication in the statute
book, which should be accom-
plished by July 1, Mr. Brock said.

It also is expected that a joint in-
terim legislative committee will be
formed to further look into the
commercial liability insurance
market, Mr. Brock said. If such a
panel is formed, it probably will
work with any recommendations
developed by the citizens commit-
tee, he added.

lowa regulator quits

DES MOINES, lowa-Bruce VWV.
Foudree, who has been the lowa in-
surance commissioner for the past
six years, is returning to private
law practice.

"l have accomplished pretty
much what | set out to,"” said Mr.
Foudree, who also is the immediate
past president of the National Assn.
of Insurance Commissioners.

Mr. Foudree, like other insur-
ance regulators throughout the
country, in recent years has faced
an increasing number of insurer in-
solvency situations and the crunch

in the commercial liability insur-
ance market.

"l didn't believe in 1980 | would
be faced with the problems we now
have," he said.

Mr. Foudree left his post with the
Insurance Department on May 16

Continued on page 14



Just look up. Ifs 'rhe Amen an Fag. A syrnbol of ?he clle- And they conmbme o both personai and nohonoi security.
giance both you and your employees feel to our country. So encourage payroll deductions. Join the Insurance
With United States Savings Bonds you can provide them  Industry Savings Bonds Drive and take stock in America.
with an easy and safe way 1o invest in their national pride. The stars and stripes have never looked so good,

Through payroll deduction programs US. SAVINGS BONDS\.'. John J. Creedon, Insurance Industry Chrm.,

you give your employees the opportunity == President and Chief Executive Officer
o earn competitive, market-based rates. AGreatDeal = Metopolitan Life Insurance Company
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benetit beat

Continued from page 12

to become counsel to the law firm
of Mitchell, Williams, Selig, Jack-
son & Tucker, which has its princi-
pal office in Little Rock, Ark. The
senior insurance partner in the law
firm is William H.L. Woodyard lll,
a former Arkansas insurance com-
missioner and

past NAIC presi-

dent. - -—-__

Mr. Foudree, ..,12 - F.__.

39 and an lowa
V| B

moving to Chi-
cago to establish - ...Nn

i lcaAr” ="

will practice law Mr. Foudree
in lowa and Illi-

nois.

"The opening of the Chicago of-
fiee will expand the firm's insur-
an'ce-related practice on a national
basis,” Mr. Foudree said.

Prior to being appointed lowa
commissioner, Mr. Foudree was
chief counsel to the lowa Insurance
Department and an assistant attor-
ney general.

The governor is expected to
name an interim insurance com-

missioner.

Pfeiffer appointed

PROVIDENCE, R.l.-Mark A.
Pfeiffer recently became Rhode Is-
land's director of business regula-
tion and assumed several other
titles as well, including insurance
commissioner and banking com-
missioner.

Mr. Pfeiffer replaces Clifton A.
Moore, who resigned April 18 for
personal reasons after serving in
the post since February 1985 (BL
Feb. 4, 1985)

Prior to his state appointment,
Mr. Pfeiffer, 37, had been senior vp
with the Bank of New England-Old
Colony in Providence. Before join-
ing the bank in 1982, Mr. Pfeiffer
was in private law practice in
Providence. During that time, he
also served part time as legal coun-
sel to the minority Republican
Party in the Rhode Island state
Senate.

Mr. Pfeiffer has an undergradu-
ate degree in government from
Dartmouth College and a law de-
gree from Cornell Law School.

In addition to his state position,
Mr. Pfeiffer, a resident of Bristol,
also is a member of the Bristol
School Committee, an appointed
post that expires in December.

Bernard seeks post
BATON ROUGE, La -Louisiana

Insurance Commissioner Sherman
A. Bernard "put his name in the
pot" by recently announcing his
candidacy for the U.S. Senate seat
being vacated by Russell Long.

Mr. Bernard is one of the few
state insurance commissioners who
is elected, rather than appointed, to
the regulatory post. He has been in
office for 14 years, following an
election upset in which he unseated
the incumbent commissioner, Dud-
ley Guglielmo.

The oil industry dominates Loui-
siana's business climate and Mr.
Bernard was called upon in recent
years by employers in the oil patch
to help find liability insurance cov-
erage, especially workers compen-
sation insurance.

During his campaign for the
Senate post, Mr. Bernard will re-
main in office as insurance com-
missioner. The state's primary elec-
tion is Sept. 27. Two U.S. con-
gressmen also have announced
their candidacy for the Senate seat
-Rep. John Breaux, a Democrat,
and Rep. W. Henson Moore, a Re-
publican.

In Louisiana, all candidates run
in a single primary. If one candi-
date gets more than 50 percent of

“dangerously radical and destruc-
uve.'.

Mr. Bradley is proposing a 14-
point plan, including capping rate

the vote, he or she wins the elec- increases at the rise in the con-

tion. But if no one gets more than
half, the top two vote-getters face
off in the November election.

If his Senate,bid is unsuccessful,
Mr. Bernard said he plans to seek a
fifth term as insurance commis-

sioner next year.

ACIC slams Bradley

SACRAMENTO, Calif.-The
Assn. of California Insurance Cos.
is criticizing Los Angeles Mayor
Tom Bradley's proposals for deal-
ing with the insurance crunch as

Insurance is supposed to anticipate and
help avoid big losses. But the everyday pro-
easing of claims can cause an insurance

sumer price index for one year and
a one-year across-the-board ban on
policy cancellations to take effect
immediately (Bl, May 12). The
mayor has no regulatory authority
over insurance, but is a candidate
for governor.

In a letter to Mr. Bradley, ACIC

President Thomas R. Brown said

the mayor's plan would "do noth-

ing to reduce insurance losses;

rather, it offers only the promise of
a large bureaucracy and expensive,
non-stop regulatory hearings. Your
plan would dramatically alter a

program to 611 flat on its face, too.

With property and casualty premiums
going up, how you and your insurance

regulatory system that, over the
past 40 years, has served the public
well under both Democratic and
Republican administrations."”

The ACIC represents about 40 in-

surers in the state.

Work comp law

FRANKFORT, Ky.-Amending
Kentucky's workers compensation
law to make it more compatible
with both business and labor inter-
ests is the charge facing a recently
appointed 16-member task force,

Gov. Martha Layne Collins
named the task force earlier this
month in response to HJR 78, legis-
lation calling for the study that was
adopted by the Kentucky General

Assembly during its spring session.

The task force is expected to re-
port back to the General Assembly
by Oct. 1, making recommenda-
tions to improve the workers com-
pensation system, said Rep. Ronald
R. Cyrus, D-Flatwoods, a co-spon-
sor of the measure.

Mr. Cyrus, who also is the execu-
tive secretary/treasurer of the
Kentucky State AFL-CIO, was
named to the panel, as well as the
other co-sponsor of the bill, Rep.
Edward L. Holloway, R-Louisville,
who is resigning from his legisla-
tive post to become president of the
Associated Industries of Kentucky.

The governor is expected to call a
special session early next year to
deal with work comp issues. -

company work together day-today is going
to make a difference in your ability to hold
down premiums and administrative costs.

At Sentry we've responded to the changes

in the marketplace by making our tradi-
tional National Accounts insurance, Risk



Three insurers to invest in joint venture

Three major insurance com- "very preliminary stages" and ket the PPOs it currently manages" insurance buyers, agents and insur-
panies are planning to invest about could possibly Include at least two markets Developers of the venture say It ance companies, said Marlene
$100 million during the next three other large insurers could be operatingby Jan 1 MeManus, a principal with Man-
years in a joint venture that would He said the venture is a way for agement Systems
own and manage alternative health the insurers to "bring the expertise product lines Loss control services Ms MeManus explained that the
care systems of the three companies and perhaps The Northwestern spokesman company will "package a risk" to

The venture would be a company one or two others together to look pointed out that no decisions have The Management Systems Group present it to the agent or insurer, so

developed by John Hancock Mu- at the future of health care deliv- been made as to what kind of deliv- has been formed In Evanston, lll,, that "we will all be communicating
tual Life Insurance Co in Boston, ery systems and see what we can do ery systems the new company to provide employers in the Mid- from the beginning on exactly

Hartford Insurance Group in Hart- about high health care costs " would develop and manage, "It west with loss control and "com- what the risk is "
ford, Conn, and Northwestern Na-  Although the insurers involved could be HMOs, PPOs or systems munications services," according to She said part of Management
tional Life Insurance Co in Minne- in the venture would share respon- that have yet to be developed " one of the company's founders Systems' duties will be to complete
apolis sibility in managing and devel- The spokesman did say that John Apart from traditional loss con- a 10-point profile for the insurance
According to a spokesman for oping delivery systems, they would Hancock has agreed "as part of its trol services, the company aims to buyer gy evaluating areas of its risk
Northwestern, the venture is in the continue to compete in separate contribution, to contribute some of improve communications among management operation that include
claims management, pre-hiring
practices and accident investiga-

tion

"We will evaluate how they are
doing in each area," she noted
"Then we will tell them which ones
they need to improve on and which

ones are strong, that they can build
on "

The new firm is located at 2530
1 T Crawford Ave, Evanston, Il ,

) 60201,312-864-6464
re, 4

Aetna forms PPA

Aetna Life Insurance Co has
formed PREFER, one of Califor-
nia's largest preferred provider ar-

4 rangements with 31 hospitals and
3,000 affiliated physicians in Los
Angeles and Orange counties

"We're offering Southern Cali-
fornia businesses with two or more
employees a PPA that provides
control over health care costs with-
out sacrificing quality care," said
John F Greultch, general manager
of Aetna's employee benefits oper-
ations in Los Angeles

Hospitals and physicians affi-
liated with PREFER have agreed
to negotiated charges for inpatient
and outpatient services in exchange

- for the anticipated increase in pa-
tient volume The program can be
' 4 +/7. tailored to meet specific needs for
i R .y:'U.2:70:2 /' .7 empl6yers and employees

+ PREFER provides utilization re-
view, hospital pre-admission and
z employee advisory services
" s. designed to reduce the number of
-43 unnecessary admissions Employ-
t r o f8%.4 ers can select from a variety of
.- plans aimed at reducing out-of-

6. pocket expenses for workers
ARl Aetna plans this year to expand
- the program into San Bernadino,
Santa Barbara, Riverside and Ven-

tura counties

‘ Mergers/acquisitions
=z .21.3
l. i The merger of Toledo Blue
4244' fW .:t ,; , , P -.1.41-15" Cross & Cleveland Blue Cross &
. = Blue Shield has been approved by
# 1;1ns #.*Ne the Ohio Department of Insurance

The merged operations are known
as Blue Cross & Blue Shield Mu-

f 1 / - TA 2/
. ) tual of Northern Ohio
*4%.6§ | Old Republic International
~ Corp. has agreed to acquire North-
western National Surety Co. and
subsidiaries Lawyers Surety
Corp. and State Surety Co. from
Northwestern National Insur-
ance Co., a subsidiary of Armco
Insurance Group Inc.

. 34.

Et .

= . 0/074*:4-247
New offices

c:i--1"" . a1,

A 8 _22* A ¥ 9'43 Sat 1=<ix,F . g Frontier Adjusters Inc. has
- — P - - N J opened an office in the Chicago
area The address IS P.O Box 382,

Oak Lawn, Il , 60454, 312-599-7878,

Name change
Green, Martin & Miles Agency

Management and Laboratory Services func- call 715/346-6863. Inc. in Dallas has changed its name
. . . . . to Miles & West Agency Inc. .
tion as a single, coordinated unit. And we'll snap to attention.
So you have every option available to you. Sentry Insurance _
From full insurance to risk retention plans National Accounts Department Natiomwide spocialists in
to no insurance at all Sentry World Headquarters COMPENSATION & BENEFITS
1800 North Point Drive V.1.P. RESOURCES, INC.

If you'd like to see how well this works,

Stevens Point, WI 54481 278 Cration Avenue
Staten Island, NY 10314

(718) 494-6725 Joseph Gross



Deciphering flexible benefits can
be like learning another language.
No one should be expected to

know it all.

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

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

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

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

underwritten by our various
subsidiaries.

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

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

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

You'll discover our

CIGNA

Flexible Benefits plan
Nneeds no translation.
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gure they'll ever need it.
i d'ecp is important.

| A }-\y‘one reinsurer is any better ’rhO :
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B E  Solid Re is for those who know the
Vi ik _Volue of quality protection. So, security 4
S _ s everything.
W b The moral is: Go for solid value and
o ive happily ever afte-, ’

" General

- & Re

Amerlco s largest Reinsurer

1786 GRC

General Reinsurance Corporation, Financial Centre, Stamford, CT
A#lonta, Chicogey Columous, Dallas, Des Moines, Hartord, Konsas City, los Angeles, Naw York, ?hdade'phm St Pcul San Francisco, Seatfle, Montrea| and Toronto
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Picking up the LTD tab

American businesses are paying too much for coverage

By Peter B. O'Brien Annual cost of employee benefits borderline claims and eliminating fraud and
$2.250 malingering
A MERICAN BUSINESS is paying too much for ’ e - But there was a backlash This was unpopular
lllong-term disability coverage for two reasons $2,000 - - duty-especially during hard times
First, because LTD appears to be a simple benefit and $1,750 -=< Thousands of people complained and now the
doesn't cost that much, the coverage is considered a $1,500 9 - - »- administration is reinstating or approving some 600,000
"second-class citizen" in most employee benefit ' 1ai t
kages Therefore, It d t demand the buyers' $1,250 BS ',------ e
packages |herelore, It does not demand the buyers $1,000 - New Social Security rules require proof of medical
attention that it deserves " " . e .
e . "improvement" before disability benefit payments can
Second, there is a great lack of expertise among $500 — e, e 2-5_1 becut off
ii?aeﬁt mina?ers cor:jcer:nirf\g tcr;_e comsetitivenélssbflbf tfhe $250 * " What's more, last fall Margaret M Heckler, the
marketplace and the funding options available for 1//11-r77-6 former health and human services secretary, said Social
LTD policies This situation is a boon to insurers when # 46 ig+ Security Administration staff members will conduct
writing new policies and renewingexisting programs F 40 ~ e 34 > more personal interviews and more investigative
Let's explore the situation In the first instance, even * 40 e research to ease the trauma involved before claimants
though the typical corporate buyer's attention 15 now Source Alexander & Alexander of New York Inc are dropped from the disability roles
focused on costly issues like health care cost Chan Amy Palmer The administration’s earlier “meat deaver" approach
containment, flexible benefits programs, "window Ki t has backfired and given way to the "focused scalpel"
ension options and Financial Accounting Standards Spea Ing ou ; ; ot ; :
P P 9 __approach, coupled with some liberalizations in benefit
Board pension accounting requirements, there is no provisions for existing claimants
reason why LTD premiums should be left on the plate Understanding the reserving techniques for LTD How does this affect LTD prices9 Part of the fat in
for lack of priority payments can be exasperating The continuous shifting LTD rates is the result of the fickle, ambiguous federal
The chart shows the average annual cost for each foundation upon which LTD reserves are built is disability benefit program Because LTD payments are
benefit in a typical employer-sponsored benefit probably the most significant and difficult part of offset by Social Security and other employer-sponsored
program analyzing LTD costs disability payments, it has been like following a roller
Each benefit cost illustrated is composed of both For example, which statistical disability data are coaster in an attempt to establish predictable offsets,
employer and employee contributions preferable9 Railroad Retirement Act, Social Security, which are an essential ingredient in setting rates and
The chart confirms human nature The more it costs, intercompany disability experience, workers recorves
the more attention and fine-tuning it receives and compensation, an individual insurer's or group's A professional
rightfully deserves data or certain blends of the above sources, study of a given
Unless management has enough time to properly Even the history of disability is inconsistent It was simply a question of LTD plan can
assess each individual benefit program, the smaller Historically, claims have increased during stricter policing of forecast the extent of
plans suffer recessions The classic case is the Great borderline claims and integration from
But, even if benefit managers have the opportunity to Depression of the early 1930s Disability claims liminati f d “other sources" and
properly explore all the mysterious and sometimes increased so much that most underwriters eliminating frau predict the
vague and confusing language of LTD policies, they overreacted by "ridering out" disability clauses and malingering. particular plan's own
seldom are equipped to follow the ever-changing in group hfe insurance policies so that disability - economic destiny To
marketplace or come to grips with the difficult world of payments became non-existent the extent these
LTD funding Before the Depression, claimants could collect the influences can be favorably estimated is ammunition to
For example, benefit managers must decide whether face value of their life insurance policies if they became negotiate more desirable funding terms
"fund balance" interest credits are now superior to the disabled When there were no jobs, workers began to The message is clear The professional LTD
cost of funding the benefit through a Voluntary realize how bad their sore back, heart, rheumatism or consultant has to be endowed with a good deal of
Employee Beneficiary Assn Do benefit managers know hernia really was up-to-date street smarts as well as"art form
that a madJor LTD insurer now offers a minimum It wasn't long before thousands of borderline claims underwriting" expertise because of the LTD market's
premium planp were presented and insurers started to encounter unusual general characteristics, uncertain Social
It's difficult to keep track of the vast number of rating terrible claims loads Security offsets and difficulties m forecasting the
schemes and new To prevent insolvency, life insurance policies overall economy
insurers vying for were amended so that it became impossible to What's "art form underwriting"9 It's the intuitive,
LTD business unless . . " " . -
ot Most of the fat is usually in collect the face v_alue_ upon d|§ab|I|ty No longer "seat pf the pants" feeling an expert gets when sizing up
you make it a ) . was death and disability considered the same for a given LTD buyer
full-ime Job As a reserves. Understanding claims purposes It's understanding the buyer's business, knowing
consequence, buyers the reserving techniques Group LTD plans as we know them today what insurer is aggressively seeking to be paired with
on t_he avirage are for LTD payments were not around in the 1930s Therefore, it'S that particular employer and recommending the most
paying 19% too much b i hard to make accurate comparisons But we can favorable deal
for ""_e "TD_ _ can be exasperating. compare the same insurers that provide today's Do you know that some long-term disability
penefits This is - LTD coverage with the profile of employees underwriters are beating the bushes for blue-collar
especially true for covered for the group hfe disability benefits groupsp
those that deal directly with insurers without the help available in the '305 The bottom line is that after all the alternatives are
of a professional adviser When making this comparison, it's surprising to note explored, a strategic solution should be plotted to
Where does this 19% figure come from9 This is the that LTD claims in the last 60 years have followed the capture favorable results and deliver them to buyers
average amount saved from a professional study of the recessionary unemployment curve with one big To reap greater benefits from LTD plans, benefit
latest market prices, existing rates, claims, reserves, exception-the economic downturn from 1981 to 1983 managers must increase the priority they give the
expenses and administrative procedures A professional Underwriters in the early 19805 didn't cut back on heretofore lowly LTD program LTD plans are not as
study is a comprehensive analysis of all areas of the benefits hke they did 55 years ago; in fact, they were simple as they appear
LTD package coupled with comparison of the most happy to increase benefits An outside professional study of new markets and
competitive practices of some selected LTD insurers Why' Because they were making so much money funding options is a cost-effective, time-saving aid that
In short, the 19% surplus is commonly found after a Didn't claims go through the roof with high brings to the table experience that the average
thorough examination shows that premiums are not unemployment9 No, in most cases claims dropped What insurance buyer doesn't have the opportunity to
being used as efficiently as they might be in all the key happened to reserve levels9 They were reduced, but accumulate
funding slots they are still too high-about 19% too high
It really doesn't matter whether an LTD program IS To add to this puzzle, let's look at what is happening
100% pooled, experience rated, part of a minimum to Social Security disability benefits
premium plan, written on an administrative services When President Reagan took office, his
only basis, funded through a 501(c)(9) trust or exists ona adminatration severed more than a half-million Peter B O'Brzen is senior up and sentor
pay-as-you-go basis recipients from the Social Security disability roles That employee benefits coordinator at Ate-
Overcosts and "slippage" can be present in any plan was a particularly unique situation because no ﬁlnde:,& ?(Ig:(ander of New York Inc m
. . . . . . . . ew ori 1
This is especially true in claims processing, integration modifications in the payment procedure language were i
techniques and administrative procedures made

Most of the fat is usually found in reserves It was simply a question of stricter policing of
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perspective

Conferences provide RMIS marketplace

ECALRE RE.RAST menifs national

Society conference in Toronto, | wanted
to interrupt the sequence of articles on
the design and implementation of a risk
management information system and
focus instead on the unique opportunity
such a conference provides for RMIS
buyers, vendors and consultants to come
together and evaluate one another.

For the buyers (actual or potential), the
national RIMS conference provides a
time-efficient opportunity to evaluate
some of the leading systems and vendors
within a short time span. For the
vendors, it offers a forum to extol their
particular virtues and advantages over
their competition (oftentimes in the next
booth).

For consultants, it gives an opportunity
to watch this interesting exchange
between buyers and sellers. It also
provides a breeding ground for
developing hypotheses on where this
particular market is heading (i.e., is the
hard market really impacting a demand
for RMIS?).

Rumors abound such as which vendor
is having financial problems and why,
which vendors are not here this year and
possible speculations for that absence, etc.

In short, it is a most educational
experience and is probably the best single
indicator of the direction of the risk
management information systems
industry.

Here are some of my perceptions based
on my visit and participation as a speaker
in last month's conference:

* Less overall emphasis on risk
management information systems.

As can be expected, the primary focus
of the risk manager is within the current
state of the market. This is
understandably so. RMIS has been a very
popular subject of national RIMS
conferences for the past few years and it
continues to be this year.

However, the overwhelming emphasis

was on the state of the market and what

lili 111

RMIS

341 Commentary

60000

buyers and sellers alike can do about it.

From the RMIS industry perspective,
the focus was on how such a system could
assist a risk manager in presenting his or
her case to an underwriter on renewal,
identify problem areas through a
computerized system and so forth. |
discussed this issue in more detail in my
column "Hard Market Fuels Demand for
RMIS" (Bl, Dec. 30, 1985).

Further, | do not believe that risk
management information systems have
lost their appeal in any way; six
workshops were presented in the RIMS
track program and there was the usual
preponderance of vendors on the
exhibition floor.

A steady stream of conference
attendees visited the computer show
throughout the conference and the
vendors themselves reported that interest
remained as high as in past years, judging
by the number of people stopping by
their booths to discuss problems and their
potential solutions.

Nonetheless. the problems of the hard
commercial liability insurance market
were the No. 1 topic of discussion.

- Balanced presentations.

Whereas last year there was a greater
emphasis on the microcomputer-a
standalone RMIS-this year there was

much more of a balance between the

. By David A. Tweedy

mainframe and micro-based systems.

Further, there was more evidence of a
combined systems approach/solution to
client problems by utilizing mainframe
systems and personal computers in
tandem to solve specific needs.

There was also a marked increase in
the usage of microcomputer standalone
systems to fill the perceived gap (from
both price, capacity and speed
perspectives) between the mainframe
and microcomputer environments.

This is a good sign because it does give
the buyer many options when he or she
considers how to solve systems problems.
It also emphasizes the need for the buyer
to carefully determine his or her
requirements before investing in such a
system.

« New players.

There was an increased representation
by Big 8 accounting firms providing risk
management information systems as well
as other services.

Also, more employee benefits-oriented
systems were available for review and,
by the same token, some of the larger
players from years past, such as Marsh &
McLennan, were no longer focusing on
their information system capabilities.

« Market driven system emphasis.

Obviously, the hard insurance market
has caused system vendors to alter their

marketing approach to coincide with the
perceived needs of buyers.

For example, in a seminar | conducted
at the Risk & Insurance Management
Society conference in Toronto, "How to
Design a System Utilizing Data Base," we
discussed how an RMIS could be
instrumental in assisting a risk manager
to chart various claims-made intricacies
such as laser-endorsements, retroactive
dates, aggregate exhaustion. etc.

Also, assuming the accuracy of the data
within the system, how important would
statistics on losses be in a renewal
situation?

So, rather than emphasize the
analytical capabilities of an RMIS to
compare different proposals or financing
options, effective and comprehensive
policy management modules, good solid
loss control and claims mon toring
features are the principal advantages of
an RMIS today.

In summary, there were no dramatic
changes from the 1985 conference in New
Orleans. Risk management nformation
systems continue to be of graat interest to
the risk management community.

Although the focus of this year's
conference was on the difficult market,
sophisticated risk management
professionals recognize the value of an
RMIS in assisting them to cope with the
hard market of today and the eventual

soft market of tommorrow.

David A. Tweedy is a risk management
consultant for D.A. Betteriey Risk Con-
sultants Inc. in Worcester, Mass. He is the
assistant editor of Bettertey Risk Manage-
ment Commentary and the author of
RMIS Update, a yearly

publication analyzing

' major risk manage-

ment infcnnation sys-

49 *'tems and vendors. His

- column on risk manage-

ment infcrmation sys-

tems apiEars the third

NMondal of every

month.

Insect bite compensable under work comp law

An employee suffered an accidental injury that arose
out of, and in the course of, her employment when she

was stung by an insect while working in a fresh

vegetable plant, according to an Arkansas appellate

court.

While working on the squash line at a fresh vegetable

processing plant owned and operated by Gerber

Products, Dortha McDonald was stung on the ankle by a
spider or other insect. The fact that insects, snakes, birds
and small animals could be found inside the plant was

uncontradicted.

After the injury, McDonald experienced pain, a red
bump and the aggravation of a pre-existing chronic
circulatory condition in her leg. The injury left her
permanently and totally disabled. The commission

awarded her full benefits.

The issue on appeal was whether McDonald had

Claim limitation

North Carolina ruled.

Shenandoah Insurance Co.

legal briefs

natural and probable incident of the employee's work.
Gerber Products vs. McDonald, Court of Appeals of
Arkansas, June 19, 1985 (BI/01/Ju.-$5).

A group life insurance policy's requirement that
death occur within 90 days of an accident in order for
accidental death benefits to be paid was valid and not
void for reasons of public policy, the Court of Appeals of

Kenneth Brendle was covered under his employer's
group life policy, which contained accidental death and
dismemberment coverage. The policy was issued by

Brendle filed a claim on Sept. 30, 1981, forthe loss of his
eye. Shenandoah paid $12,150 on that claim even

though more than 90 days had elapsed.

Thereafter, Brendle died. Shenandoah Faid his wife,
as beneficiary, $27,000, in ordinary life insfrance but
refused to pay any sum under the accidental death

provision. She sued. The trial court dismissed her suit.

On appeal, the widow argued, in part, that the

requirement that accidental death benefits were
payable only if death occurred within 90 days of the
accident was void for reasons of public policy. The court
declined to rule the 90-day limit void.

According to the court, an insurer must Bet out

specific types of loss covered and the time limit within

which the loss must occur in order to determine

reasonable premium rates.

However, the court reversed the trial co.irt decision

suffered a compensable injury within the terms of the
compensation law. The employer argued that her injury
lacked the requisite employment connection because
the risk of insect bites was not a natural and probable
consequence of her employment.

However, the appellate court noted that it was policy
that compensation laws be interpreted liberally in favor
of claimants. Because the commission was required to
draw alllegitimate inferences in favor of the worker
and give her the benefit of the doubt, the court
concluded that an insect bite suffered by an employee
working on a fresh vegetable food processing line was a

He was seriously injured in a truck accident on May
30, 1980, which eventually brought about his death 34
months later on April 3, 1983.

The policy paid benefits for injury or death within 90
days thereafter.

On Sept. 3, 1980, 96 days after the accident, Brendle's
left eye was surgically closed because of his injuries.
Loss of an eye was compensable under the policy.

The employer discontinued paying premiums on the
policy on June 1, 1981, and Shenandoah notified
Brendle that his group life insurance coverage would be
extended for one year.

and awarded a new trial to determine wh€ther
Shenandoah's payment of the loss-of-eye claim outside
the 90-day limit for the loss constituted a waiver of the
90-day clause in the policy. Brendle us. Shenandoah Life

Ins. Co., Court of Appeals of North Carolin a, Aug. 6,
1985 (B1/02/Ju.-$5).

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



N.C. state employees
offered HMO option

State employees in North Caro-
lina are being offered the option of
enrollment in health maintenance
organizations for the first time.

About 170,000 employees have
the choice of enrolling in one of
three HMOs: Blue Cross and Blue
Shield of North Carolina, Pruden-
tial Health Care Plan Inc. and Kai-
ser Foundation Health Plan of
North Carolina, said Allen J. Fee-
zor, deputy insurance commis-
sioner for the state. Coverage
under the plans is effective July 1,
he said.

Employees also have the option
of remaining in the state's group
health plan, which is self-insured
with claims administered by EDS
Federal Corp., Mr. Feezor said.

Under the current plan, employ-
ees pay a $100 individual deduct-
ible, a $300 family deductible and a
5% copayment on the first $6,000,
up to a maximum out-of-pocket ex-
pense of $400 for individual cover-
age and $600 for family coverage.

And, employees contribute 26
cents per month toward the pre-
mium for individual coverage and
$89.54 per month for family cover-
age.

They also pay a $75 deductible
per hospital admission. There is a
$500,000 lifetime maximum under
the plan.

On July 1, the deductibles will
increase to $150 for individual cov-
erage and $450 for family coverage,
Mr. Feezor said.

There are no deductibles or co-
payments under the HMO plans.

Under the Blue Cross/Blue
Shield HMO, employees will not
pay for individual coverage, but
family coverage will cost $85.29 per
month, he said.

The plan covers office visits, out-
patient care, hospital care and rou-
tine vision screening.

Employees will pay $3.40 per
month for individual coverage and
$104.22 per month for family cov-
erage under the Prudential Care
HMO. The plan also covers office
visits, outpatient care, hospital care
and routine vision screening for
members under age 18, he said.

Under the Kaiser plan, employ-
ees will pay $8.58 per month for in-
dividual coverage and $109.48 per
month for family coverage, he said.
The plan covers office visits, outpa-
tient care, hospital care and eye
exams, eye injuries and diseases,
plus a portion of the cost of eyeglass
frames and contact lenses.

"We're guessing that between
12% and 22% of the employees in

the service areas of the HMOs will

choose HMO coverage," said Mr.
Feezor.

Contributions hiked

A new three-year contract be-
tween Rhinelander Paper Co. Inc.
and two locals of the United Paper-
workers International Union calls
for increased employee contribu-
tions to medical benefits.

Under the new contract, effec-
tive Jan. 1 to Dec. 31, 1988, employ-
ees' monthly premium contribu-
tions to the company's group health
plan increased to $15 from $10 for
single coverage, and to $20 from
$15 for family coverage, according
to Tom Howatt, director of admin-
istration for the Rhinelander, Wis.-
based paper manufacturer.

The plan is self-insured, with
claims administered by Wausau In-
surance Cos., he said.

In addition to the premium in-
creases, employees also must pay a
$50 deductible toward individual or
family expenses under the basic
medical plan, said Mary Tess, se-
nior employee relations specialist.
Employees did not pay a deductible
before the new contract. The plan
continues to cover hospital inpa-

| benefit beat

tient charges at 100%, she said.

The company also has a major
medical plan, under which employ-
ees pay a $100 deductible for indi-
vidual expenses and a $200 deduct-
ible for family expenses. And, a
20% copayment is required on all
services, she said. This plan was not
affected by the contract.

Along with these increases, the
contract also calls for implement-
ing a basic dental plan in the third
year of the contract, said Ms. Tess.

The contract affects about 625
employees of Local No. 15 and
Local No. 1778. It was ratified Dec.
27, 1985, Ms. Tess said. .
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Use this form, or the card in this issue, to enter
your subscription to Business Insurance.
Or call 313/446-0492.

Business Insurance
Circulation Dept. 965 E. Jefferson Ave., Detroit, Ml 48207
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Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.
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Skandia kimeriea has a

eommitment to reinsuranee

85 Years Experience. Skandia America Group's tradition for providing
sound reinsurance dates back to 1900. Today, in addition to our own strong
financial stmcture, we are backed by Skandia Group which has $7.3 billion
in assets. Result: Skandia is positioned to provide you with stability based
on financial integrity.

SKANDIA
AMERICA
GROUP

The resourceful reinsurer

280 Park Avenue - New York, N.Y. 10017
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Employee Benefit Communications: A

Douglas M. Bartlett

Director, Employee Benefits U.S.
NCR CORPORATION

Panelist, Computer Communications
Case Study: Computer Communications
in conjunction with Hewitt Associates

Mario B. Caldarone
Director, Product Marketing
HUMANA INC., Group Health Division

Panelist, Communicating Healthcare Alternatives:
The PPO

Kathryn Collura
Communications Consultant,
HEWITT ASSOCIATES

Case Study: Computer Communications
in conjunction with NCR Corporation.

Michael J. DiStefano

Manager, Domestic Benefits
COLGATE-PALMOLIVE COMPANY

Case Study: Ptint & AV Go Hand In Hand

Julio Esteban, Jr.

VP, Manager Communication Consulting Svcs.
ALEXANDER & ALEXANDER INC.

Pre-Retirement Counseling

Keynote Address
Mr. Moynahan's dynamic address will set the tone
for the Business inst#ance 1986 Conference, as he

describes today's changing healthcare environment
and the developing trends in the marketplace.

Panel: Communicating Healthcare Alternatives
This three part panel will discuss how to best
communicate the unique features of a particular
type of healthcare plan so that employees can make

informed choices. Speakers will point out weaknesses
in how employers communicate alternative plans and

how alternatives can be effectively communicated.

The Indemnity Plan: The changing healthcare
environment has transformed the traditional plan
to include innovative cost containment programs.
Equitable suggests that as employees become
active healthcare consumers, employers must
develop comprehensive communication programs

that motivate employeesto get involved with their
healthcare choices.

The PPO: The entry of preferred insurance into the
marketplace requires the employee to have a

greater understanding of the services provided.
Humana stresses that while effective

communications are essential for the total
understanding of the plan, the employer must
also assure employees that the quality of services
has not been sacrificed for a lower cost plan.

The HMO: Healthcare management in the form

of HMOs is in an evolutionary stage, suggests US
Healthcare. Ihe widening range of benefits -
health programs such as health check and dental
plans - point toward the need for increased

communication by employers so that employees
can make educated choices.

It's becoming increasingly clear that employers must effectively communicate
benefit programs so that employees can make informed choices.

This Conference focuses on the changing healthcare environment and the
communication alternatives available to employers.

Karen B. Greenbaum

Principal

WILLIAM M. MERCER-MEIDINGER INC.
Case Study: Computer Communications
in conjunction wiih Sara Lee Corporation

Gary Grom
Executive Director, Human Resources
SARA LEE CORPORATION
Pane\\st, Computer Communications
Case Study: Computer Communications
in conjunction with William M. Mercer-Meidinger Inc.

Panela Keeler
Director, Advanced Benefit Communications
METROPOLITAN LIFE INSURANCE COMPANY
Panelist, Computer Communications
Case Study: Computer Communications

Par;iela Kekich
Principal
KWASHA LIPTON
Case Study: Print & AV Go Hand In Hand

Kathryn Mcintyre, A.R.M.
Editor

BUSINESS INSURANCE
Opening Remarks

Panel: Computer Communications

This panel consists of employee benefit specialists
whose companies are on the cutting edge of
communications technology. Discussions will focus
on why their companies opted for computer
communications and how they combined market

trends with technological innovations to implement
slate-of-the-art interactive communication vehicles.

Metropolitan Life blended the skills of benefits,
zechnological and communication experts to
develop an employee communications program
called "SHOWCASE." Employees can directly
access information about their benefits from
nteractive computer terminals housed in kiosks
n the company lunchroom and lobby.

NCR Corporation \s using NCR pc's as
communication vehicles and interactive decision
aids in employee retirement planning. NCR
developed "EstiMATE," a software package that

enables employees to do long-range forecasting of
:heir future retirement income.

#?CA Corporation's interactive communication
system is tapped by employees for benefits data
approximately 7,000 times a month. The system
is designed to expand the applications to include
interactive video, job postings, local health
provider information and more.

Hanes Group, a subsidiary of Sara Lee Corp.,
developed a program using microcomputer disks
Fo introduce a new 401(k) feature to their
.Retirement Savings Plan. In one-on-one meetings,
employees were able to experiment with the
percent of deferred pay and immediately see the
impact of their decisions on take-home pay and
benefit projections.

Dennis B. McKoy
Senior Vice President

JOHNSON & HIGGINS
Case Study: Computer Communications
in conjunction with RCA Corporation

Alfred Malecki

Publisher

BUSINESS INSURANCE
EBC Awards Luncheon

John D. Moynahan, Jr.
Executive Vice President

METROPOLITAN LIFE INSURANCE COMPANY
Keynote Speaker.

Moderator: Communicating Healthcare Alternatives

Robert Normyle
VP, Sales & Marketing
US HEALTHCARE, NEW YORK

Panelist, Communicating Healthcare Alternatives:
The HMO

Eileen Nash

Director, External Communications

EQUITABLE GROUP & HEALTH INSURANCE COMPAN'

Panelist,

The Indemnity Plan

EBC Awards Luncheon

Recognizing outstanding communications programs,
Alfred Malecki, Publisher, Business Insurance,
presents the 14th Annual EBC Awards.

Case Study Sessions

Informal workshops will be presented as concurrents
giving you the opportunity to attend all sessions.

Total Benefits Communication

Be# At/antic Enterprises' communication program,
"A Wave in Benefits," is a 1985 award winning
example of a total communication effort,
effectively communicating the full range of
benefits. Mr. Olsen will review the program,
including such aspects as management objectives,
budgetary considerations and strategies.

Print & AV Go Hand In Hand

This session will focus on how Colgate-Palmolive
combined audio-visual and unique print to build a
1985 EBC award winning communications
program, "More Financial Power." They chose a
marketing approach to introduce a new 401 (k)
feature to their employee savings plan, by using
identifiable packaging and slogans. Mr. DiStefano
and Ms. Kekich will explain why Colgate chose
this approach and will give an overview of the
components of the program.

Computer Communications Workshops

The Computer Communications panelists, along
with their consultant or marketing firm, will
provide personal computers so that attendees
may have an unprecedented opportunity to
experiment with these communications vehicles.



Come to the Bl Conference... listen, learn and contribute. The choice is yours!

August 4 and 5
The Marriott Marquis Hotel, New York City

Peter O'Donnell The BI Conference opens Sunday, August 3, with registration check-in and a cocktail reception from 5-7pm.

Director, Employee Benefits Sessions begin Monday, August 4 at 8:30am. The conference adjourns Tuesday, August 5 at 3:45pm.
RCA CORPORATION . o is off N . g feei
, o The cost is $625. A 10% discount is offered to additional registrants from the same company. The fee includes

Panelist, Computer Communications sessions, workbook, and educational materials, and scheduled functions.

Case Study: Computer Communications Payment required with registration. All registrations will be confirmed.

in conjunction with Johnson & Higgins . . . " . . . .

Cancellations must be received in writing. A refund will be made on cancellations received prior to July 1.

Don Olsen A $100 service charge will apply to cancellations received after July 1. No refund will be made on cancellations

received less than 5 business days prior to the conference. If your plans change, you may substitute the name of
another person from your company without penalty.

To register, complete the form and send it with your payment to:

Manager, Benefit Plans
BELL ATLANTIC ENTERPRISES CORPORATION

Case Study: Total Benefits Communication
Business Insurance, Communication Services Department,

Frank Pirrone 220 E. 42nd St., Suite 930, New York City, NY 10017
Assistant Vice President For information call: Ann Vazquez, Registrar, at (212)210-0137.
JOHNSON & HIGGINS

Case Study: Computer Communications HOTEL ACCOMMODATIONS

in conjunction with RCA Corporation . . . . .

! junction wi porat We have set aside a block of rooms at a special $125 room rate at the new Marriott Marquis Hotel in New York
Steve Ramsey City. These rates are available to Conference Registrants only, and will be honored until July 14.
Communications Consultant You must mention the Business /nsurance Benefits Conference when making your reservations. Hotel cards will
HEWITT ASSOCIATES be included with your Conference Registration Confirmation. Or call the Marriott Marquis Hotel at (212)704-8700;

Case Study: Computer Communications or toll free at (800)228-9290.

in conjunction with NCR Corporation

Herb Zeltner Awards Luncheon
President A luncheon ticket is included with your Conference registration. A limited number of additional seats are available
HERBERT ZELTNER CONSULTING INC. for the EBC Awards Presentation Luncheon.

You Be The Judge Tickets are $60 each, available on a first come-first serve basis; reservations required. Contact Registrar.

Task Force Sessions

In an all new format, this session provides a Please register me for the 1986 81 Conference 815/19
challenging forum for attendees. You can select Employee Benefit Communications:

employer specific task force units to discuss and A Changing Environment Offers New Choices

evaluate proposed communications problems, August 4 and 5 - The Marriott Marquis Hotel in New York City

and then present your findings to all. Use the

registration form to pre-select one of these Name
communication issues: Title
- Communicate plan changes from first-dollar Organization
medical coverage to co-payment with deductible. Address

- Improve participation in a two-year old
401(k) program.

- Introduce a flexible employee benefits program. Additional Registrant from my organization:
- Induce part of your employee population to take

City State mipp FPhorme D)

) Name
early retirement.
- Update a long standing, but not very effective Title
communications program.
- Design a communications program for top level 0 Payment Enclosed 0 Visa Il Mastercard El American Express
executives only.
Account # Expiration Date
Pre-Retirement Counseling Programs: Signature
New Approaches
L. . . Please register me for the following Task Force Session* (check one):
Rather than designing a pre-retirement counseling , ) i
)rogram, Mr. Esteban proposes that 'retirement 0 Communicate plan changes from first-dollar medical coverage to
)lanning education' be presented as a "life planning" Co'payme”tlwlith éedectible'
/ehicle built into a company's total benefits package. 0 Improve participation in a two-year old 401(k) program.
le suggests that employee groups be broken down 0 Introduce a flexible employee benefits program.
)y age periods and that the design of such programs El Induce- part of your employee population to take early retirement.
it the specific needs of each group. 0 Update a long standing, but not very effective communications program.
0 Design a communications program for top level executives only.
You Be The Judge *The size of each session is limited, each Task Force will be filled on a first-come, first-serve basis
Vir. Zeltner returns to the Bl Conference to lead
ittendees in an energetic session. He will introduce H L .
;elected audio-visual programs submitted to the EBC - b u SI n eSS ;:20(;“;2?f::gnsi:;mszv\?\e(?)?:ﬂinz 0017
lompetition, offering insight as to what other H ’ ’
P 91nsig INSUrance an,vazquez, Registrar - (212)210-0137

ndustry professionals are doing in this medium.



24 / business insurance, May 19, 1986

OCEAN MARPME and AVEATION

HULLS-OCEAN

Hull and Machinery, Increased Value etc., Builders Risk, War Risk, and

Miscellaneous Commercial Craft.

CARGO

Import/Export, River, Coasta . By Vessel or Airplane, Cargo Lia-
bilities. ar Risk Including Block War, Bunkers, Collect Freight.

MARINE UABILITIES

Charterers, Shiprepairers, Stevedores, Terminal Operators,
Wharfingers; Cargo Legal Liability, E*cess Marine Liabili-
ties, Marine Bumbershoot, Water Pollution Liability,

Offshore Liabilities.

-1 ENERGY

Drilling Vessels, Rigs, Platforms, Pipelines, Supply
Vessels, War & Political Risks, and Other Related

14.-1.- Exposures.

> AN I AT J]ON1

Hull, Liability and Related Risks.

It's how we

cut through

the problem.

—_ = o | i c——— | BN R _ N —— O B T T
An agent calls Repath Associates, "l have a recommendations. they capture the attention
difficult products risk. It's a lawn mower of their companies. The ability to collect,
manufacturer. Can you help?” assimilate and clarify information fo effective
Repath Associates stresses the importance of presentation to the companies makes Repath
structuring the account. They know this structure Associates an invaluable asset to the agent.
depends on past claims experience and the For assistance with
potential liability exposure If the experience is difficult products risks,

good and the exposure moderate their com-
panies use a deductible For more severe liability,
they arrange a self-insured retention

Repath Associates finds a market. By evaluating

the risk and presenting it with appropriate

The Calculated ASSOCIATES -INC.
NASHVILLE, TN (615) 297-1739

Solution. NEW YORK, NY {212) 693-1000

get in touch with
Repath Associates,
Nashville or
Repath-McKell,
New York.

Risk manager captures
insurance woman title

By JOANNE WOJCIK O'HARE

The concept of risk management was as new to American industry
when Edith Lichota entered the field as was her intent to blend

career with motherhood.

And because she was one of the first to manage risks both on the
job and at home, she didn't have any guides to show her the way.

"l came into the field at a time when there weren't very many risk
managers," she said. As a result, Ms. Lichota received her training
"in the trenches.”

Now, that pioneering effort has been recognized. For the first time
since its founding in 1976, APIW Inc. has named a risk manager
Insurance Woman of the Year.

Ms. Lichota, senior vp-risk management at Irving Trust Co. in
New York, is the 10th person to receive the annual merit award
from the professional association of women in the insurance and
reinsurance industries.

A reception in her honor will be held at the
Wall Street Club in New York May 29.

When Ms. Lichota landed her first insurance-
related position at Work Wear Corp. in Cleve-
land in 1966, she discovered the bachelor's and
law degrees she earned at Western Reserve Uni-
versity in Cleveland did not adequately prepare , *
her for the challenges her new job presented.

So she studied hard "from anybody who ,-
would teach me anything" for eight years, ask-, .
ing a lot of questions and devouring whatever Ms. Lichota
reading materials she could find on the subject.

The experience proved valuable for Ms. Lichota and others who
laid the groundwork for what since has become an integral business
practice.

"We were writing the book and a lot of us realized what we were
doing," she said in retrospect.

After her initial self-training at Work Wear, Ms. Lichota contin-
ued her "education" at several manufacturing firms, serving
variously as director of insurance, personnel and benefits and man-
ager of insurance and risk management.

In 1980, she joined the Insurance Co. of North America in New
York as vp-government affairs and special marketing, and in 1984,
she was elected to a seat on the Board of Trustees of the College of
Insurance.

Ms. Lichota also was one of the principal architects of the now
6-year-old New York Insurance Exchange, which recently moved
into its first owned headquarters (Bl, May 5).

More recently, Ms. Lichota has been closely involved with the
formation of Bankers' Insurance Co. Ltd., a Bermuda-domiciled
bank-funded mutual insurer, which was approved by the Board of
Governors of the Federal Reserve on Jan. 22 and held its first full
membership meeting April 4 (Bl, Jan. 27).

The captive, which has been incorporated by 28 banks, will pro-
vide bankers blanket bond and directors and officers liability cover-
age with primary or excess limits of $10 million.

Ms. Lichota chaired the task force that conducted the captive fea-
sibility study, and currently is serving as chairwoman of the new

insurer's board.

"It was an exciting challenge,” Ms. Lichota says of her involve-
ment in BICL's formation.

"It was the first time | ever put an insurance company together."”

She is grateful for the assistance she received from Sidney R. Pine,
whom she dubbed "the grandfather of the captive insurance indus-
try."

Mr. Pine is an attorney with the law firm of LeBoeuf, Lamb,
Leiby & MeRae in New York, who served as legal and tax adviser on
the captive project.

Risk management consultants at The Wyatt Co. in Chicago also
were retained to study the options available for banks to obtain de-
sired limits at reasonable prices (Bl, July 22, 1985)

The company's first binders were issued May 2, Ms. Lichota said.

Ms. Lichota admits that the extracurricular activities in which she
has been involved over the course of her career have presented a
few scheduling conflicts.

But the support she receives from her employer and family help
her maintain the balance, she says.

"l did what | did because it was what | honestly wanted to do," she
said.

Apparently Ms. Lichota's current employer realized the value of
the experience she was deriving from her involvement in this latest
outside project.

Irving Trust's "management was very supportive" and considered
the corporation's priorities as well as those of the industry as a
whole, she said.

Still, the demands on her time were considerable. "lI've been liter-
ally doing two jobs," she remarked.

"Fortunately, | have a very good, professional staff at Irving
Trust.”

Ms. Lichota also receives encouragement from her husband and
five children, who said, "It's about time," when they learned she
would receive the citation for her commmendable career, she said.

Ms. Lichota attributes much of her success to that family support:
"I have my own private cheering section."”

And although her career demanded much of her time and atten-
tion, she still was a full-time mother while her children were young,
employing the services of a live-in companion-a sort of "nanny"-
to help her keep things running smoothly while she was away on
business.

Her husband, William, a portfolio manager who maintained an
office in Cleveland throughout Ms. Lichota's job moves, views her
career as "one of his favorite spectator sports.”

"We had a commuter marriage long before it became an accepted
pattern," she said.



25,000 PROFESSIONALS

In any service business, it's common
knowledge that you're only as good as the peo-
ple you hire.

At AIG, American International Group of
Insurance Companies, 25,000 business profes-
sionals work together to meet the service needs
of our clients in today's highly competitive and
complex society.

Our people respond quickly, innovatively
and, when necessary, draw upon resources and
contacts in practically every business commu-
nity throughout the world.

A DISCIPLINED APPROACH

Underwriting is our basic business. For
AIG to continue to be successful, we will main-
tain our long-term policy of quality underwrit-
ing for profit.

And by upholding that principle, the AIG

Companies will be able to provide new cover-
ages for the world market as needs arise.

THE POLICY AND THE PEOPLE

The soundness of our policies comes from
the soundness of our management. Their ex-
perience and continuity are a source of pride and
leadership.

They are also your assurance that we can
provide insightful and efficient solutions to your
risk management and insurance problems.

So, if you're involved in the financial
security of your company, call your agent or
broker and ask about AlG. Because your insur-
ance company shouldn't be one of the risks you
have to manage.

8 AMERICAN INTERNATIONAL GROUP
OF INSURANCE COMPANIES

Our Policies Are Your Best Insurance.
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THE INTERMEDIARY

199 Water Street, New York, N.Y. 10038

Reinsurance

Leadership

INn the
Midwest

Brian S. Keegan, senior vice president and
branch manager of Intere's Midwest office, directs
24 reinsurance professionals in handling reinsur-
ances for fourteen midwestern states from Ohio
to Colorado. Headquartered in Chicago, lll., this ,
office was opened in 1963 and operates, as do all
Intere branches, as a self contained facility.
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Who's gettin

g the lion's share

of your health care dollars??

Which providers? And for what

services?

Can it identify large or unusual claims
requiring special handling?

If your present health claims system if not, then you don't have today's most
can't tell you-quickly and accurately- sophisticated and forward-looking

you may not be spending your health health claims system. Which means
benefit dollars as wisely as you should. you may be getting less than maximum

That's just one reason you need to
know about Genelco's revolutionary
new Health Benefit Management

benefits from your health plan and
paying more for it than you should.

Designed to provide on-line, real-time

System, a totally automated software adjudication and administration of a full

system that gives you more

contemporary cost management

range of health claims, our Health
Benefit Management System is ready

features built in than any other system now to help you reduce payment errors

on the market.

Can your system monitor utilization
to spot overusage of benefits? Or

. .lower administrative costs... and

improve productivity, while giving you
an unparalleled level of data to make

underusage of cost-saving alternatives? informed decisions about your plan.

For details, call

Larry Amundsen, vice-president

31

1600 South Brentwood Boulevard
Suite 500
St. Louis, Missouri 63144

4-962-2040

West Virginia

Continued from page 1

While the temporary injunction is in force, the antitrust suit it stemmed
from is pending in Kanawha County Circuit Court in Charleston.

Since the state Supreme Court issued the temporary injunction against
any medical malpractice policy cancellations, one of the insurers said it
would file a motion in the Circuit Court to have the injunction dissolved
and another insurer said it will not renew its license in West Virginia.

"CNA will move for a dissolution of the (Supreme Court) order," said a
spokeswoman for the company.

Early last month, CNA mailed cancellation notices to about 5,300 profes-
sional liability policyholders, which include some 5,000 health care provid-

CNA said it took the step to cancel policies because it believes the new
law has "intolerable consequences... (that) severely restrict the pricing
and underwriting rights of malpractice insurers."”

OHIC also will do everything it can to dissolve the Supreme Court in-
junction, but in the meantime, it decided not to renew its license in West
Virginia, which was scheduled for renewal June 1, said Thomas E. Gal-
lagher, executive vp.

Mr. Gallagher said it is unclear whether the decision not to renew its
license means OHIC will be able to pull out of West Virginia, but he as-
serted: "We'11 try to."

The insurers decision to issue policy cancellations, the state's subsequent
antitrust suit against them and the temporary injunction issued by the state
Supreme Court followed the enactment of S.B. 714. The measure was
signed March 26 and its provisions are scheduled to go into effect June 6.

Among its provisions, S.B. 714 sets a $1 million cap on non-economic
damages in medical malpractice cases. It also lists only five reasons under
which an insurer can cancel or non-renew a malpractice policy:

+ Non-payment of premium within a reasonable time of the due date.

= The policy was obtained through material misrepresentation.

= The policyholder violates any of the material terms and conditions of
the policy.

= The policyholder's experiences render it an increased risk.

« The unavailability of reinsurance, with sufficient proof supplied to
the commissioner of insurance.

Several states have enacted tort reform legislation this year, but "in no
other state did legislators pass and enact and do to us what West Virginia
did to us,” said A. Kent Shamblin, vp of corporate affairs for St. Paul. He
said the new law, in effect, tells an insurer that once it's on a policy, it's on
it perpetually, unless the policyholder cancels.

Following the signing of S.B. 714, St. Paul sent cancellation notices April
7 to both medical and non-medical professional liability policyholders,
which include physicians, attorneys, bankers, beauticians, real estate
agents and insurance agents. The insurer estimates the policies to be can-
celed represent $4.7 million in premiums.

CNA cites similar reasons for sending out its cancellation notices.

"The law has inflicted unreasonable restrictions on how insurance com-
panies conduct business by mandating who will be insured under what
conditions and by imposing punitive and unproductive procedures on pric-
ing and underwriting," said Kevin J. McHugh, CNA vp for specialty oper-
ations.

Attorney General Brown contends that all three insurers-CNA, St.
Paul and OHIC-took the action to cancel policies on the same day, and
therefore, violated the state's antitrust act.

The attorney general's assertion is "absolutely untrue," said St. Paul's
Mr. Shamblin, who added that the actions by the insurers were "purely
coincidental.”

The actions by insurers prompted doctors to advertise that they were
losing their insurance. Mr. Brown requested the injunction from the Su-
preme Court because there was a public panic and a potential for a medical
crisis in the state if physicians and hospitals stopped providing services.

"We filed for the injunction (citing) a medical state of emergency," Mr.
Brown said. "The lack of social responsibility (by the insurers) was evi-
dent.”

The motion for an injunction was filed with the Supreme Court on April
29 and granted nine days later. Mr. Brown noted that the injunction applies
only to these five insurers and only for medical malpractice insurance.
Other insurers also have sent out notices of cancellation, but they are not
barred by this Supreme Court order, he said.

And, the order also does not apply to cancellation notices of other types
of professional liability. Mr. Brown explained that it was the "medical
emergency" he was trying to prevent.

Some have wondered whether the antitrust case, now in the Circuit
Court, will proceed if the Legislature amends the law and insurers revoke
their cancellation notices.

"We will proceed with this trial.. There are civil penalties under the
antitrust law," said Walt Auvil, an assistant attorney general.

Meanwhile, the governor's bills still were being drafted on the eve of the
special session. His press secretary, John Price, said one bill will call for the
creation of a state-operated and -administered insurance fund to provide
coverage for health care providers, such as physicians and hospitals, as
well as other state licensed individuals, such as architects, attorneys and
engineers.

According to the governor's plan, only the state fund would be allowed
to insure these risks. In addition, businesses that have a business franchise
tax certificate would be able to apply for insurance from the state fund, but
they would not be entitled to automatic coverage. Businesses' applications
for coverage could be turned down, Mr. Price said.

Financial institutions also could apply for directors and officers cover-
age, he added.

The governor said the fund would immediately give a 20% reduction in
premiums and would generate $50 million the first year.

In a second measure, the governor is calling for a separate exclusive state
fund to provide liability insurance to local governments.

Details of the bills were unavailable.

Both Senate President Dan Tonkovich, D-Benwood, and House Speaker
Joseph Albright, D-Parkersburg, previously announced three proposed
changes to the new law:

» The prohibition against non-renewals would be eliminated. However,
the prohibition against cancellation would femain.

« Insurers would be required to annually file disclosures of reserves and
settlements in the aggregate, rather than on a case-by-case basis, as stipu-
lated in the new law.

« Public hearings for malpractice insurance rate increases of 10% or
more must be held with 60 days of the filing. The new law requires that
hearings be held but does not include a timetable.



New tort law

Continued from page 3

= Modification of the doctrine of
joint and several liability as applied
to non-economic damages.

The new measure limits a defen-
dant's liability for pain and suf-
fering to the percentage of its fault.

The only exceptions allowing
joint and several liability for pain
and suffering is when the injured
party is totally without fault for his
or her injury and in cases involving
hazardous wastes.

Under current state law, a plain-
tiff can collect full damages for
pain and suffering from one of sev-
eral defendants, even if that defen-
dant is judged to be only partly at
fault.

- Use of periodic payment of
awards for future economic dam-
ages.

Any such award exceeding
$100,000 could be paid periodically
if requested by either party. Cur-
rently only if both parties agree can
damage payments be structured for
periodic payment.

= Authorization for a market as-
sistance plan to be formed by the
insurance commissioner to assist
individuals or entities that are un-
able to purchase liability insurance
from either the admitted or non-
admitted markets.

The insurance department met
earlier this month with insurers to

discuss the formation of a MAP for
such risks as directors and officers,
day-care centers and possibly nurse
midwives, Mr. Rodgers said.

« The release from liability of
directors and officers of non-profit
corporations and school directors
and superintendents-unless they
act with gross negligence. This sec-
tion of the bill took effect immedi-
ately upon the governor's signa-
ture, but other sections of the bill
will apply to lawsuits filed on or
after Aug. 1.

Meanwhile, a seven-member
task force, appointed by the insur-
ance commissioner last fall to study
the state's liability law, has dis-
banded.

Originally, the task force was to
submit recommendations to be con-
sidered in 1987 by the Legislature.
"No one anticipated that such a bill
would pass this year during a spe-
cial session," Mr. Rodgers said.

With the adoption of S.B. 4630,
the task force decided to disband.
However, Commissioner Mar-
quardt has indicated he will ap-
point four or five smaller task

forces to study other insurance
issues and to monitor the effects of

the new law.

And, although the task force has
disbanded, the Liability Reform
Coalition is remaining intact to
support lawmakers who voted for
tort reform, said coalition consul-
tant Barbara Worley.

update

Allis-Chalmers, PBGC settle

Continued from page 2

the spokeswoman. In addition, the PBGC also will be able to pur-
chase |.5 million shares of common stock under warrants that guar-
antee a purchase price of $7.50, she said.

One large pension plan covered about 8,600 United Auto Workers
employees. "The plan was terminated on July 26, 1985, because of
unfunded vested benefits of $173 miillion on Jan. 1, 1983," said the
spokeswoman.In addition, 10 smaller plans covered about 600 re-
tirees. "Those plans covered retirees who had worked at plants that
have been closed down for several years," she said.

The smaller plans were terminated on Oct. 31, 1985, and were
underfunded by about $5.5 million, said Royal Dellinger, deputy
executive director of the PBGC.

"The total liabilities to the PBGC are about $180 million,"” he said.
"And, the PBGC received about $12 million in assets from the plans
when they were terminated-about $7.8 million from the 10 smaller
plans and about $5 million from the large plan," he added.

Vaccine coverage may expire

NEW YORK-Lederle Laboratories says it probably will not be
able to renew product liability insurance coverage for its combined
diphtheria, tetanus and pertussis vaccine."All indications are that
Lederle may not be able to get any liability insurance coverage for
our DTP vaccine after July 1," a Lederle spokeswoman said.

Lederle-now in the process of negotiating the renewal with in-
surers-was hit last year with 109 lawsuits seeking $3 billion in
damages for alleged injuries resulting from its DTP and polio vac-
cines, the spokeswoman said. She added that the number of insurers
willing to discuss coverage of vaccine-related liabilities has dropped
from 26 to eight.

If Lederle can't renew its coverage, it may continue to produce
the vaccine but distribute it through other entities-possibly gov-
ernment agencies-that would assume liability, the spokeswoman
said. The company also may elect to self-insure the exposure while
raising the price of the vaccine to cover costs, she added.

Lederle, a unit of Wayne, N.J.-based American Cyanamid Co.,
and Connaught Laboratories Inc. of Swiftwater, Pa., are the only
two companies still producing the vaccine. Several other producers
have pulled out of the market since 1983 citing an explosion of law-
suits (BI, July 2, 1984; Dec. 17, 1984).

Connaught-which temporarily stopped distributing DTP vac-
cine under new sales contracts in late 1984-is now "responding to
all orders” and has "acceptable" insurance coverage, according to
David J. Williams, vp and general manager.

Connaught is facing more than 70 vaccine-relaed lawsuits seeking
$1 billion in damages, Mr. Williams said.

Simon sponsors antitrust bill

WASHINGTON-Sen. Paul Simon, D-IIl., is sponsoring legisla-
tion to scale back the McCarran-Ferguson Act.

The measure would bar insurers-for the purposes of federal an-
titrust law-from exchanging data concerning each company's cost
of doing business. It also would pre-empt any state law that allows
insurers to jointly set rates.

"This 'overhead' factor represents between 25-45% of the final
premium charged to consumers. Insurance companies do not need to
exchange such information to price their products knowledgeably
and this added competition will promote industry efficiency and

help keep insurance rates reasonable," according the senator's of-
fice.
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RATES AND CLOSING TIME:

Rates. Display classified is $79.50 per column inch, mmimum of one inch. Straight
classified is $6.50 per line, minimum of 5 lines. Count 34 characters per hne (include
each space and punctuation as a character) Additional $13 00 charge for blind box

Closing: Published every Monday. Copy must be m typewritten form by noon
Tuesday, 6 days preceding publishing date No verbal phone copy accepted.
Prepayment required. Mail ads to Margaret Hikido, Classified Advertising, 740 N.

ads. Only those responses which fit into a business size enve;ope will beforwarded.
Responses are forwarded daily.

HELP WANTED TPA MANAGER

Rell established Texas health care
benefits TPA/insurance f,rm seeks

Market adisabilitymanajement sys: rranager.for. TRA operations. Salarny

companies Prior experience in soft- experienceand results, plus long-term
CEO s presidents and owners 2,983 ware sales or related marketing activ- equity possibilities Excellent location

Vice-presidents, general managers ity required Experience in employee Cur employees know of this ad Send

Business Insurance
Circulation Breakdown*

Commercial Consumers

SMALL

SOFTWARE SALES
EMPLOYEE BENEFITS

TPA

FOR SALE

Administrative

OR
and other administrative personnel benefits desirable Send resume and resume and salary reculrements to
2 758 salary requirements to James E Ro- Box 1578, Business Insurance, 740 MERGER
Financial- man, Senior Vice President, Thomas Rush St, Chlcago IL 60611

L Jacobs & Associates, 230 W Mon-

Chief financial officers and vice-prest- roe, Suite 545, Chicago, IL 60606

dents of finance 2,018

S.E. MICHIGAN

Vl'rite Box 2000. Business Insurance
740 Rush St,. Chicago. IL 60611

RISK MANAGER
INSURANCE ANALYST -lhe City of Dothan, AL *'pop 50 000+)
and other financial personnel 6,484 Insurance Professional, 5 years mint- is seeking a qual,hed incividual to fill a

; s mum insurance experience, to assist newly authorized position of Risk Man-
Sizlir:rslifrisbz::f;irs managers, Specialty Risk Manager with Corpo- ager Ti,s position will be responsible
rate Insurance Programs of various for analyzm evaluatlng and coordi-
and other related department person- financial institutions, is required by a Ratin g the Citv'srisk management pro-
nelof insurance, Isk, employeebene- major Insurance Brokerage Firm, gram Salary$30,000, DOO Requiresa
fits, personnel, compensation, pen- Santa Monica, California Qualified ES degree in Risk Mgmt or related
sion, safety security industrial rela- candidate should have background in f eld plus 3 years experience as a Risk
tions, human resources and employee/ &0, E&O, Mortgage Bankers and Mgr or Asst Risk Mgr or a combina-
|abor relations 8.111 Savings & Loan Bonds CPCU destg- t on cf training &/or experience
Subtotal nation helpful Position offers excel- equivalent to the above Submit Re-
22.354 lent growth potential & Company ben- s.,me with salary history to Personnel
483 efits Submit resume, including salary Dept Sity of Dothan PO Box 2128,
Government, unions and educational history to Dothar, AL 36302 Clos ng date June
institutions 1252 30,1986 EOE, M/F/H

Secretaries treasurers, controllers

DIRECTOR OF
MARKETING

Fapidly growing Atlanta based
Insurance brokerage/consulting
firm seeks experienced indi-
v,dual to assume leadership of
the marketing function Appli
cant should possess 5-10 years

Associations

Jerry Malkowski

Commercial Consumers Weyerhaeuser Insurance Services

VERMONT

Vermont s leading insurance agency
seeking 4 commercial property cas-
ualty producers with a minimum 3-5
years experience for our offices to-
Gated in Burlington, White River Jct-
Hanover area Brattleboro-Keene area
and Killington

If you are self-motivated and looking to
Join a highly professional, growing
agency then this is an excellent oppor-
tunity for yOU

Send resume in confidence to

Stephen A Carbine
KINNEY, PIKE BELL & CONNER INC
P O BOX 370
RUTLAND, VERMONT 05701

Rush St., Chicago. IL 60617?. For more information call 312-649-5340.

RISK MANAGEMENT
ANALYST

Immediate opening State of Oregon
Department of General Services in Sa-
lem $199342528 month plus fringe
benefits Applicants must have three
years expenence performing Risk
Management activities including loss
prevention and excellent communica-
non skills For recruiting announce-
ment and required state application,
call 1-(503)-378-4706 now or write to
Risk Management Division
1225 Ferry St.SE, Salem, OR 97310
Equal Employment
Opportunity/Affirmative Action
Employer

ACCOUNT MANAGER
MARINE INSURANCE

3330 Ocean Park Boulevard, Suite 115

experience CPCU and/or grad-

Sub-total 24,089
Insurance agents and brokers 10 285
Insurance companies 6,739

Santa Monica, CA 90405

Risk Manager

uate degree ts preferable Excel-
lent benefits and comp_ensation
Needed 1 Frogram as well as creative work

SOUTHEAST FLORIDA

Leading Florida Marine Insurance Broker hasgrowthopportunity for
candidate with Commercial Marine Marketing background to as-

ncual msm tions .
A, aUGeys sl SRR TN T LTS T Bc.Large ommercl e gy enviongn Send e
Others allied to the field 1,308 Xperience m claims handling also sionals tor € Tollowing positions

necessary Must be willing to relocate 1 * account executive
TOTAL 46,977 to the Midwest Please send resume |

- Source Business/Occupational with salary history to Business Insur-
breakdown of qualified circulation, ance, Box 2049,740 Rush Street, Chi-
Nov 25 1985 Issue, as submitted to cago, IL 60611

8PA for December 1985 BPA Publish-

c/o THE HARTY COMPANY

1 2100 RiverEdge Parkway. Suite 775
* : . .
personallines service representative - Atlanta. Georlga 30328
Apflicants should have excellent

skills with people, a high energy level

and a successful career history
‘s Stat . Please send resume to
er's Statemen -
COMMERCIAL LINES ACTUARIES:

ACCOUNT EXECUTIVE

Prest,gious Wastcheste, and Fairfield Countv chents offer
growth opportunities for Biofessiouls with stiong txhnical
ability LOOKING FOR

DESIRE $500,000 COMMISSION IN and BBy BUETIBHS CohtECt & Msurance statting spe FEORTHERMCALIFORNIA- The Florida Department of In-
COME WITH CO aalists at 914-682 7040 RISK MANAGER
casaunalty'acns:.er tir:Mrnenive

COMMERCIAL LINES F'LE/-\SE CAROLYN OAVIS ASSOCIATES. INC
$33,600-$40,860/annuallv
vears of professional actuarial

SEND INQUIRIES TO 701 Westchester Avenue-Suite 308 W
BASED ON EXPERIENCE
experience and SOA or CAS

Box 1999, Business Insurance While Plains NY 10604
740 Rush St Chicago, IL 60611 Sonoma County is seeking qualified
m appl cants with five vears expert- membership Salary range 55K-

RETAIL & WHOLESALE PRODUC- CORPORATE CLAIM CONSULTANTS | encework ngv*tw%?gg?g%jgaﬁglgﬁers 7OK commensurate with expert-
ERS FOR NEWLY CREATED ILL ) e e -
ADMITTED P&C CARRIER AND immediateopening for 2 Corporate Claim compenga'tlon casualty or employee P Pos'“o'"qUa"f'eSfor"be"’a'
SYNDICATE ON THE ,LL,NO,S IN- ! ) m benefit insurance. loss control pro- | State of Florida Career Service

Consultants mits attractive North Subur | grams, preferably with a public |
¥%E§W§IW%EE@{I\J§EIJ . ban Chlcar%o area Iocath Posm?n off- | Ig{gercg/ d a risk mana ement |

ers opportunity to grow in this employee | ogr ry \éggrma applica

AGENCIES WILL BE OPERA- oriented environment 5-7 years medical y o
TIONAL BY 6-1-86 PLEASE CALL malpracke claim background Is neces Sonoma County Personal Cepartment.  Larson Building, Tallahassee,
MR STEEB AT 312-655-9260 FO 25580 Ventura Avenue Florida 32301
MARKET ANALYSIS san, for this opportunity Experience

may be In hospital risk management set- | Santa Rosa, CA 95401 or by calling m

ting Responsibilities include providing {707) 527-2331
technicaladviceanddirectionto hospital An Equal Opportunity Employer 7

risk managers and defense attorneys on 1
a national level We offer excellent em

Engle-Hambright & Daples, Inc
PRINCIPALS LOOKING TO AC- PO Box 3080 Lancaster, PA 17604
QUIRE PROPERTY & CASUALTY

AGENCY IN THE F’ENNSYLVANIA

FLORIDA HAS THE CAREER
CHALLENGES YOU'RE

Major medical malpractice carrier has

benefits with no state income tax

Submit resume’ and inquiries to
Jack Nicholson, Room 312-F,

AN EQUAL
OPPORTUNITY/AFFIRMATIVE
FOR SALE- ACTION EMPLOYER

MGA LICENSE
TEXAS GRANDFATHERED
LICENSE FOR SALE.

ployee benefit package and competitive
salary Please send resume and salary
history in confidence to

ACCOUNT EXECUTIVE

Reply to:
Box 1951. Bisiness Insurance
740 Rush St., Chicago. IL 60611

Box 2001, Business Insurance
740 Rush St, Chicago, IL 60611 We are a large national health care provider of prepaid vi-
sion, dental, drug, and cost containment programsseek-
ing a candidate with pnorsales exper,ence ata very high
lei'el We are providing an excellent compensation and

employee benefit package for this vital position

Risk Manager (Job No. 86-1026)
$32,256-$39,207

Position with Fairfax County Government to formulate and maintain
the County s Risk Management and Insurance programs Coordl-
nates the handling of claims against the County Prepares budget
submittals forinsurancecosts REOS Bachelor'sdegreeand 4 years
experience in Insurance management, risk management ora related
field PREFER MBA or MPA, experience in governmental risk man-
agement Aoply by June 6, 1986

Tc qualify you should haveexcellentexecutivepresence
and strong communication skills

Interviews will be arranged immediately and confiden-
tially Please direct your resume to

United HealthCare, Inc.
c/o Mrs. Gold

sume complete underwriting responsibilities

Prefercollegegraduate with 3yearsexperiencecompany oragency
Excellent salary and comprehensive benefit program

Reply In confidence to

FRANK B. HALL & CO. OF FLORIDA
P.O. Box 143800
Coral Gables, Florida 33114

-Equal Opportunity Employer-

1

2

The computing company

Look behind some of the newest, smartest computing
services, and you'll find ADP, supplying extensive
computing support to over 125,000 clients worldwide,
including more than half the Fortune 500 It's an
information age success story, and ADP's Collision
Estimating Service in Hayward is a large part of it

--#Ce Ckdap

Ghwago

Our in-depth working knowledge of the insurance
industry and the high caliber service we bring to it has
resulted m resounding success As Insurance Claims

Fairfax County Government

Office of Personnel

4103 Chain Bridge Road, Suite 100
Fairfax, VA 22030

(703) 691 -2591

An EEO/AA Employer

RISK MANAGEMENT DIRECTOR
STATE OF MINNESOTA

ST. PAUL, MINNESOTA

The State of Minnesota is establishing a risk manage-
ment function and seeks to hire an experienced risk
manager to develop the program Duties of the position
include direct the review of the state's exposure to van-
ous types of risk, review existing insurance policies,
coordinate the purchase of insurance, administer a pro-
gram of "self-insurance" through the Risk Management
Fund,advise state agencies on reducing various types of
losses, and eliminate duplicate efforts in the manage-
ment of state losses The successful individual will be
someone with the ability to act Independently and decl-
sively, creatively establish a new program within the
bureaucracy and communicate with an advisory board
and with executives from a variety of state agencies

Three years experience as a risk manager is required
Call 1-800-652-9747 (X 6-6700) for a job announcement
and application or locally, call 296-6700

Consultant, it will be your responsibility to stay m tune
wtth the needs of the Industry You'll maintain contact

; with insurance executives, administrators and man-
agers, focusing your attention on developing client

| confidence m our capabilities to provide the most

I advanced insurance claims services

2811 Lord Baltimore Dr.
Baltimore, Md. 21207

or telephone Mrs Gold
1-800-638-3895

When marketing opportunities arise, you'll work with
CES marketing staff m designing applications for our
products, as well as interfacing with claims manage-
ment staff to ensure continued client satisfaction

MARKETING COORDINATOR

We're looking for people whoare will ng to grow with thecompany-
you know who ycu are An experienced insurance professional who
knows thatyou arethe keyto makingthecompanycompetitive That
Innovation, integrity, and service start with you-end with you

with our services As an m-house consultant, your

expertise will be critical to the development of new
We're HOLMES MURPHY, a dominant, dynamic full service insur- hne applications
anceagency We have an exciting ca*eeropportunity as a Marketing

We're looking for an astute, seasoned professional with
Coordinator for someone who has the following qualifications

an impressive regional and corporate claims manage-
rial background in personal lines claims Your ability to
communicate well with all levels of client management,
as well as ADP marketing and operations people,
should be equal to your expertise

0 5-7 years experlence in commercial P/C underwriting and
pricing
- excellent communcation skills

= high level mathematical skills
- career orieited

ADP ts prepared to offer you a generous salary and
comprehensive fringe benefits, Including stock pur-
chase and tuition reimbursement Take the step today
by sending your resume to Jennifer Smith, ADP
Collision Estimating Services, 2380 West Winton Ave,
Hayward, CA 94545 An Affirmative Action Employer
Females and minorittes are encouraged to apply

We offer a competitive compensatio,/benefit package Put yourself

in "our" companv Send resume and salary history in strictest confi-
dence to

HOLMES MURPHY & ASSOCIATES, INC.
Human Development Manager
420 Keo Way

Des Moines, iowa 50309

An Equal Opportunity Employer

HOLMES
MURPHY
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of Marsh & MeLennan Cos Inc, as the largest
Similarities between the firms include private employee benefit consultant
rather tgan public ownershjp, an empha on figures preyiougl
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Consultant merger o
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ney Australia, h TPF&( made the fjrst "low key" suggestion) M@grcer-Meidinger reported $226 million in
Guiding the few TPF&0 wlll be a recently added

X revenues from employee benefit consulting in
expanded 28-member board of directors Four We feel we paid a fair price and will create a 1985

new seats have been added for Tillinghast offi- combined company where everyone can be com- When compared with the new TPF&C,
cials Mr MacGinnitie, who will act as managing fortable," Mr Smith said He declined to reveal Mercer-Meidinger, with 86 locations, operates
director of the Tillinghast insurance consulting the purchase price from 40 more locations than TPF&C And
services unit within TPF&(, James C H Ander- The new TPF&C has no plans to go public and Mercer-Meidinger's 3,980 staff members number
son, Tillinghast's president, who will become a continues to stress the importance of private 480 more then TPF&C's
TPF&( director, Randall P Mire, managing ownership to protect the consultants' indepen- However, TPF&C's 530 actuaries in the
principal of Tillnghast's life and health division, dence, Mr Smith said "We have only one mas- merged practice is slightly more than Mercer-
and Robert W Sturgis, managing principal of the ter, the client," he said Meidinger's 514 professionally accredited ac-
risk management and casualty division As a result of the merger, TPF&C, the second- tuaries, excluding enrolled ones

The TPF&C board may be expanded to add a largest employee benefits consulting firm, is pre- Mercer-Meidinger included in those figures
fifth Tillinghast representative, but that has not dicting booming growth this year with annua- actuaries from the United Kingdom-based Dun-
been assured, according to company officials lized revenues nearing $400 million Of that, $360 can C Fraser & Co actuarial consulting firm

TPF&C officials have promised to review how million will be generated by consulting and that it acquired May 1, noted Dillit S Junela,
the new firm will be governed in light of the about $40 million from reinsurance brokerage, president
different approach used in managing the two Mr Kielley said TPF&C's reinsurance bro- Both TPF&C and Mercer-Meidinger say they

- kerage operation is the fourth largest in the serve about 10,000 clients

At Tillinghast, the board was elected on the country based on 1985 revenues (Bl, Nov 11, Mr Kielley lastweek broke down the percent-
basis of one-person, one-vote and service limita- 1985) age of 1985 revenues of $300 million generated
tions forced a rotation of members, Mr MacGin- The 1986 projected consulting revenues antici- by each of the firms in five consulting disciplines
nitie said "Historically, (TPF&C's) culture has pate a 20% increase from the combined consult- and estimated how those revenues combine in
been somewhat less democratic," he said, and ing revenues of the two firms in 1985, which to- the new TPFC He estimated that 55% of com-
there has been little rotation of board members taled about $300 million The proJected reinsur- bined 1985 revenues were generated by em-

While TPF&C officials have agreed to discuss ance brokerage revenues anticipate a 33% in- ployee benefits consulting, 16% from insurance
the matter, "no one can guess what can come out crease from 1985 revenues of $30 million consulting other than risk mana%ement, 4% from
of the study," said TPF&( president James E Separately, in 1985, TPF&C generated $272 risk management consulting, 12% from general
Kielley However, a promise to meld manage- million in total revenues, including reinsurar'lee management consulting, and 13% from compen-
ment style was not a condition of the merger, he brokerage, while Tillinghast generated about $58 sation consulting
po'ntecf out . m””?n’ Mr Kielley S?id . . (Due to different reporting methods, applying

"While there is some loss of autonomy, we sa- While Tillinghast will remain the largest inde- these percentages to $300 million does not pro-
tisfied ourselves that the cultures were very sim- pendent risk management consultant in the duce the same revenues for risk management
ilar and we would be happy to adopt and work in country, the merger is not expected to unseat and employee benefit consulting as previously
their culture," said Tillinghast's Mr MacGinni- William M Mercer-Meidinger Inc, a subsidiary reported to Bl) )

Product liability

Continued from page 3 While business lobbyists said
while manufacturers and insurers they needed more time to study
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St. Paul invites tort debate

said it would have exposed them to this expedited settlement proce-
thousands of claims with little or no dure, they say it is a significant Im-
menit provement over the earlier com-

Sen Danforth says his new ap- plex no-fault proposal
proach is much simpler than no- "A settlement mechanism IS
fault. but It Stlll glVeS manufactur- workable It is a good effort at ad-
ers and consumers incentives to dressing the legal costs of the habil-
settle without extensive litigation ity system,” said Mr Schwartz, who

Under the proposed new expe- also is a partner at the Washington
dited settlement system, which law firm of Crowell& Moring
would be an alternative to tradi- Also under the Danforth bill
tional litigation, a manufacturer's + Punitive damages would be
liability would be limited limited to twice a plaintiff's com-

For example, a manufacturer pensatory or actual damages Puni-
could offer tosettleaclaimbypay- tive damages only could be
ing for a plaintiff's economic losses, awarded where compensatory
like uncovered medical bills, and damages also are made
any "dignitary losses " Dignitary In addition, judges and not Juries
losses are defined as mental an- would decide the amount of puni-
guish associated with the death of a tive damages to be awarded Punl-
parent child or spouse, permanent tive damages could not be awarded
and gross disfigurement, perma- if the unsafe aspect of a product
nent loss of a limb or organ, or seri- complied with government specifi-
OU S and permanent impairment of cations, standards or conditions
a bodily function - Product liability suits would

If the plaintiff rejected the settle- not be allowed against capital goods
ment offer and sued. the plaintiff's products, like printing presses, that
maximum recovery would be eco- were more than 25 years old
nomic losses plus up to $250,000 in
pain and suffering damages

On the other side of the coin, a i
plaintiff could offer to settle a
claim by asking a manufacturer to
pay economic losses and up to |
$250,000 in pain and suffering dam-
ages for severe and permanent in-
Juries

If a manufacturer agreed to pay
the claim but disputed the amount,
the claim would go into binding ar-
bitration

AnNnd, if the manufacturer
spurred the settlement offer and
the plaintiff sued and won, the
manufacturer would have to pay
awarded damages, plus a 25% pen-
alty and interest payments starting
from the time the claim was filed

Sen Danforth says this expedited
claims procedure could ensure
speedy settlements and reduce the
number of cases filed in courts
"The basic idea remains to get as
many people as possible out of
courts and into a simpler alterna-
tive settlement system that makes
injured persons whole on an expe-
dited basis and without the costs as-

sociated with prolonged litigation "

tess
11C

NEW YORK 220 EAST 42ND STREET/NY 10017/(212) 210-0133
CHICAGO 740 RUSH STREET/IL 60611/(312) 649-5276
LOS ANGELES 6404 WILSHIRE BOULEVARD/CA 90048/(213)651-3710

ST PAUL, Minn -The St Paul Insurance Cos IS inviting those
concerned about the U S civil Justice system to meet face-to-face in
an effort to sort out society's priorities and agree on a solution

Robert J Haugh, chairman and chief executive officer of the firm,
extended the invitation during the annual shareholders meeting
May 6 in St Paul Mr Haugh added that the insurer is willing to act
as a host

"We pledge to all that we will not dictate solutions,"” but "we will
make a good faith effort to brmg all parties together,"” he said

Mr Haugh said society is "torn between two perspectives" on the
current state of the civil Justice system those who seek monetary
recovery for injuries and believe there iS nothing wrong with the
current system, and those who think the frequency and amount of
recoveries threaten the U S economy

"The advocates of each perspective throw around statistics with
wild abandon and they succeed in confusing everyone else," said Mr
Haugh "In this environment, even objective people have trouble
separating fact from fiction "

"The real issue is the frequency of claims, the expense of moving
those claims through the civil Justice system and the amount of the
recoveries," he contended, adding that the increase in the number
and amount of those recoveries is what causes premium hikes

St Paul is concerned "about the increased loss costs being borne
by our customers about the growing divisiveness in our society
and about making sure we do out part to resolve this issue," he said

"We have a duty not only to share our knowledge, but to be a
constructive adviser to the various groups concerned about the tort
system," Mr Haugh said

update
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H shareholders sured loss, the auditors and/or the lity of insurance, said Arthur Sie-

New disclosures In its 1985 10-K, American company will be sued by angry gel, a national director at Price Wa-

Equa| Opportunities Continued from page 1 Motors says that it has insurance to shareholders, Mr Neuhausen ex- terhouse in New York, who chairs
However, hazardous waste dis- cover the approximately $1 8 plained the broader task foree _

posal operator Browning-Ferris billion in damage claims in connee- Disclosing information today "is Mr Kolins of Seidman & Seid-

. was much more detailed about its tion with Jeep CJ vehicles, but that protection against being second- man, who chairs the task force on

Each weekly issue of insurance problems It reported it is uncertain if it will be able to guessed tomorrow," he explained insurance, said the "threshold

Business Insurance g ives that when its umbrella liability maintain its insurance But currently, whether com- 1SS Ue" under consideration is

coverage expired on Oct 1, 1985, it Reserves have been established panies .nclude information about whether there should be disclosure

you an equal opportunity was "forced to accept substantially based on the company's estimate of insurance problems-or potential of a lack of insurance by companies

to reach and motivate reduced policy limits " its exposure to settlements and liability from damage claims-de- that have not transferred risk by

. Browning-Ferris reported it now Judgments due to accidents that pends on management's assessment conventional insurance mecha-
81's more than 132,000 self-insures the first $1 million of have occurred, the Southfield, of the seriousness of the problems nisms and could face uninsured

. . . automobile and general liability Mich -based company says and its attitude toward disclosure, losses as a result
purchasmg influentials losses and the first $500,000 of "Although the company has Mr Ellingsen says Although it is still early in its de-
. top administrative workers compensation and prop- product liability insurance, it is Some will only disclose the bare liberations, the task force is leaning
. . ) . rt _{oss s The first layer.is a $5 possible that the dis ition of ex- miniml_m while others will make a toward recommending some kind
and financial executives, million TiMit umbrella pcﬁlcy, isting and future claims could be compf(ete disclosure, he points out of broad disciosure wher insurance
: which is subject to prospective pre- very costly to the company over a Adopting rules requiring disclo- is lacking, he said Companies
risk managers, employee mium adjustments based on losses period of time, particularly if there sures about insurance problems probably would not have to provide
benefits managers and paid, the company said were to be substantial punitive would build upon current account- detailed information, but only
"The final layer of umbrella in- damage awards (as to which insur- ing rules, some point out enough information to put the
the agents and brokers surance is for an additional $20 ance recoveries may not be permit- Currently, the Financial Ac- reader on notice that the company
who serve their needs. million, with a 60% coinsurance ted in many states) or if the com- counting Standards Board State- might be at risk, he said
., formula for any losses falling pany were unable to maintain ade- ment of Financial Accounting No Among the other issues the task
When you want to reach within that layer of coverage being quate ipsurance,” it added 5-Accounting for Contingencies- force is considering include how
. . borne by the company,” the cdm- Ford discldsed that it faces about deals with disclosing contingent much of a risk is necessary before
your prime audience, the pany also said $4 billion in damage claims arising liabilities disclosure is required, where in the
Business Insurance Browning-Ferris is continuing to from lawsuits filed by individuals FASB No 5 requires that a com- financial statements the informa-
try to obtain umbrella liability in- However, Ford and AMC say pany accrue for a loss, if it is proba- tion should be disclosed, and
audience is unequalled! surance and environmental im- that the litigation should not have a ble a liability has been incurred whether disclosures should be lim-
pairment liability insurance, but material effect on their companies and the amount of the loss can be ited to publicly held companies
"no assurance can be given that Neither Chrysler Corp nor Gen- reasonably estimated If a reason- If a criterion for disclosure is that
PUBLISHING CLOSING

such coverage can be obtained eral Motors Corp refer to liability able essimate cannot be made, or if the company has not transferred

DATES DATES upon reasonable terms or upon any Insurance problems in their 10-Ks a loss is reasonably possible but not risk, companies that have self-in-
terms," the company added And, they only refer to pending lit- probable, then the company should sured in the past might not have to
-Mef-1@:111--Mef-+9- SmithKline Beckman, mean- igation Both companies assert that disclose the liability make any di_SC|°5ures, beca_use it
) while, disclosed that the company's the litigation will not have a ma- Accerding to Mr Neuhausen of may not be facing as great a risk as

liability insurance was substan- terial effect on their companies Arthur Andersen, this disclosure one that recently lost its insurance
Apl" 7 Mar 26 tially reduced in 1985 due to a gen- Currently, there are no specific requirement is similar to requiring Any task force recommendations

eral decrease of available coverage requirements that companies dis- a company to di?close that it chose will be rgade to the AICPA's Ac-
Apr 11 Apr 1 Johnson & Johnson reported that close information to shareholders not to ouy insurance for uninsured counting Standards Executive

because of the unavailability of about whether they have lost liabil- losses that could reasonably occur Committee, Mr Kolins said
Apr 21 Apr conventional liability insurance, it ity insurance, but auditors are en- It would be only a small step Noting the need to work quickly
. is substantially unins re%fo in—.couraging them to do so . i from FASB No 5 toward requiring because of current insurance prob-
..pr 15, Juries occurring after Jan 1, 1986, "Our firm encourages our clients disclosure of information on a com- lems companies are facing, Mr

but that it js pursuing efforts to re- who have much less insurange cov- pany's insurance probl s, he said Kolins said it is pgssible that task
il fo RICPA ¢ idBe

- May 5 ..pr 23, place the coverage and is establish- erage than m previous years to dis- Currently, at least two orce recommendations cou
ing reserves based on claims expe- close that fact," said Benjamin task fcrces are looking at the prob- circulated by year-end Companies
> May 12 Apl" 30 rience Neuhausen, a partner with Arthur lem of companies disclosing risks then would be expected to follow
, . . Abbott repor ed that ItS_insur- ndersen trj Chicago . . and u.ncertainties associated with the recommendations in next

- May 10 May 7 ' ance, including producttllabnlty §'I”Fmere‘“s no expT|C|t requirement, their business year's financial statements

) coverage for events on or after n but jt is clear to a Jot of auditors it One deals specifically with dis- Even if recommendations are not
May 26 Ma, 10 - 1,1986, is subs antlaﬁy less than should be disclosed in financial Glosure of INsurance or Iack of in- formally circulated by year-end,
that it had previously statements-particularly when it surance The other IS looking more Mr Kolins said he hopes something

Jun 2 May 20 In its annual report, Squibb says presents a specific risk to the com- broadly at the disclosures of risks could be circulated to companies

its coverage after Jan 1, 1985, IS pany," says John Ellingsen, who iS and uncertainties that businesses indicating the task force's prelimi-
substantially less than the amount in charge of auditing policies and face and whether these risks nary position That would encour-
available m the recent past and, procedure for auditor Deloitte, should be disclosed in financial age firms to make the disclosures if

Jun O May 28

Jun 16 jun 4

consequently, it is now primarily Haskins & Sells in New York statements they were warranted, he said
self-insured "Auditors have It under intense The task force on insurance was It is also possible that the FASB
Jun 23 Jun 10 Bristol-Myers says its coverage, scrutiny This is on the forefront of carved out of the broader task force eventually will adopt the task
including product liability cover- everybody's mind " because of the present concern over force's recommendations as man-
Jun 30 Jun 18 age, is substantially less than it had In addition to a commitment to the unavailability and unaffordabi- datory
before June 30, 1985 better inform shareholders, the sig-
Jul 7~ Jun 24 "Overall limits of the coverage nificant increase in litigation
have been materially reduced and against companies and auditors cit-
Jul 14 Jul 1

deductibles have been substantially ing misleading financial statements

Jul 21 Jul s increased," it says Environmental also is contributing to more disclo- i n S u ra n Ce Se rVi CeS g u id e

impairment liability insurance is sures about the lack of insurance,

not available, the company added some say
Jul 28 Jul 16 Among the other automakers, There is some concern by audi-
; ; ; ARCHITECTURAL
a4 U | 23 on!y American Motors Corp refers tors and companies that if a com— ATWOOD & CO.
Aug ul to insurance problems and poten- pany can't purchase adequate in- CONSULTS
. . . . . Consulting Actuaries
tial claims costs in its reports to surance and later suffers an unin- for space planning & design of office suites _
Aug 11 Jul 29 Internationally recognized firm provides ser- Relnsurance and Reserve Analysis
An con vices in support of new construction renova- for Captives, Self Insurers & Insurers.
N\ N\ tion or reorganization Contact 13113 Polvem Ave
u g 1 8 u g 6 ) PrEssman Associates. 1515 S Jeff Oavis Hwy. Rancho Bernardo, CA 92128
. Continued from page 3 . . Suiti 1313. Arlington. VA 22202 1703) 9204383 (619) 451-6049
Aug 25 Aug 13 miums reported in 1985-as a result of late reporting of premiums-totaiea
) $18 9 million in 1985, compared with $40 3 million in 1984 and $38 million Risk Analysis & Management Corporation CASUALTY ACTUARIES, INC.
Sep 1 Aug 1 9 N 1 983 « Risk Exposum Audits « Sining Maugement Robert F lowe FCAS,MAAA,FCA
. The higher loss on unrelated business reflects reserve strengthening and + Claims Audits . Benefits Plans Design - Loss Reserve ana Rate Evaluations for
Sep 8 Aug 26 higher than expected settlements, said the annual report - feasibily Studies. - Actuanal Analysts Insurance <Corfipanies and Se,f-In-
. Had it not been for this $228 million charge, Ancon would have come + Insiank Syf‘;"i:kugz:‘sml/sma Ma'n;::'“iz:l'on Adits - Statutory letters of opinion on loss and
Sep 15 Sep 3 close to its 1984 net income of $1325 million Brothuto Sent on Riuct loss expense reserves
. The, Ancon report notes that m calculating losses, from discontinued op- 1i,0,4804 « S, itilm *St.lo11(Imlis 1114170 o e 12
Sep 22 Sep 9 erations last year, the estimated cost of incurred but not reported claims St IcussAllams«lm Ang,less MinnmpollssPMadelpha (314) 878-5002
and reported but not settled claims against Ancon's U K subsidiary have ,
Sep 29 Sep 16 been reported on a present va}ue %aS|s
. It says that the full estimated costs of such reserves is discounted using TEMPORARY CLAIMS ADJUSTING SERVICES
Oct 6 Sep 24 an 8% rate of interest to account for the delay in settling such claims And,
it adds, "if this provision were not made on a present value basis, there Servicing Claims Statewide in California
Oct 13 oOct 1 would have been an additional charge to income of $10 3 million in 1985 .
and the reserve for outstanding losses, net of recoveries, of $18 million Workers' Compensation

Oct 20 Oct 7 would have increased by a similar amount”

When the company discontinued writing unrelated risks in 1984, Exxon

Longshore and Harbor Workers' Act

Oct 2'7 Oct 15 Holding's then-president, Clayton P Cormier, said the decision was not Property/Casualty
based on the combined ratio produced by the non-related business Exxon Inside and Field Adjusters
Insurance's three underwriting operations had made a "modest profit" on
b u S i n eSS unrelated risk business, he said then (BI, Oct 8, 1984) Claim Net ts notanemployment agency sothere
= Ancon had reported its results on non-related reinsurance business from is NO FEE FOR PERMANENT HIRING
- 1979 through 1981, a practice it stopped in 1982 Unrelated business was .
IiINnsurance reported as producing a 78 9% loss ratio on net premiums of $1 3 million in Claim Net 3512 pamitton street. Irvine, CA 92714 18001 325-2125
1979, 110 1% on net premiums of $34 million in 1980, and 836% on net
New York- (212)210-0133 premiums of $10 million in 1981 . i .
Chicago: ((312))649-5275 Earlier this year, Anton's management company, Exxon Insurance Ser- (';2:1fadc\;er\ﬂt:;nz:::z:nm?jgor;:l% t;i;:zﬁeR(:NghEiciEf\llllliiii S(;-:SI‘II:)’IE
Los Angeles: (213)651 -3710 vices, announced it was winding down its Bermuda operations and would . 9 ’ N ’ 90,
transfer most of ItS work to newly formed Exxon Risk Financing in New v Telephone (312) 649-5340

Jersey by the end of June (BI, Feb 24)
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The Business insurance stock index closed at

Zzl'yuy Zet,Im,ninm. Cos, A

dustry stocks posted gains, while 29 fell and
eight remained unchanged at the end of the
weeklong trading penod. The advancing stocks
were led by Aneco Reinsurance Ltd., up 41.2%,
followed by Northwestern National Life Insur-
ance Co., up 7.5%, Frank B. Hall & Co. Inc., up
6.3%, Crown Life Insurance Co., up 5.3%, and
Statesman Group Inc. and United Fire & Casu-
alty Co., which both posted gains of 3.9%. The
big losers during the trading period were Busi-
ness Mens Assurance Co. of America, down
6.2%, Poe & Assoc. Inc., down 5.8%, NAC Re
Corp., down 5.4%, CNA Financial Corp., down
5.1%, and Liberty Corp. S.C., down 4.9%. The
Bus,ness insurance index climbed 0.3% during
the most recent trading period. The B/ stock
index gain was slightly better the advances two
of the other three market averages made. The
Standard & Poor's 500 average climbed just
0.1%, while the New York Stock Exchange com-

pos,te rose 0.2% and the Dow Jones 30 indus-
trials climbed 0.6%.

British Issues
1 Week
13 May
Companies pence pence % pence pence

318 298 169 51 328--319

Pfice P/E Div Yield High-Low

Comml Union
Gent Accident 852 15 5 31 4 36 874-848
Gdn Royal Exch 898 19 5 40 7 45 923-890
948 172 367 38 948-909

740 247 23.6 33 745--735

Royal

Sun Alliance

Brokers
CE Heath 609 82 360 58 635-609
Hogg Robinson 296 99 134 45 306-296
230 88 107 49 246-230
Sedg Grp 347 129 15 7 45 366-347
Stew Wrightson 387 123 157 40 403-387
Wilks Faber

JH Mir'#

445 16.5 125 28 453-432

London

Bl Industry Stock Report

Brokers

Alexander & Alexander Sics
Baldwin & Lyons Inc
Con"oon & Black corp

Crump E H Cos Inc orc 2450 -1.5 208 025 1.0
Emeott & Chandler Cos Inc oTc 18.75 0.0 25.3 0.00 O O
Gallagher Arthur J & Co oTc “8.00 21 207 040 O.8

Hall Frank B & Co Inc
Marsh & Mclennan Cos Inc NYSE 110.25 2
Poe & Assoc Inc ote

AGENTS/BROKERS AVERAGE as

Conglomerates & Holding Cos.
L. InSZATZZ ;. L

Berkley W R Corp
CIGNA Corp

CNA Finl Corp (CNA) NYSE 60.50 -5.1 20 1 0.00 0 ©

General Re Corp

ITT (Hartford Group)

Sears Roebuck & Co. (Allstate) NYSE 44 63 00 129 1 76 3.9 45 88 44.63 3,017.3
NYSE 341.88 0 5 8.2 0 0000 341.88 336 63

Teled.ne Inc (Argonaut)

Transamerica Corp (Occidental) NYSE 33 25 -1 5 15 9 1 68 5.1 33 63 33.25 1.051.2 provident Life

CONGLOMERATES/HOLDING COS AVERAGE 173

Insurers

Aetna Life & Cas Co

Amencan General Corp

Amern Heritage Life Init Co NYSE 41 131 215.1 132 3 2
T .25 00O 0.0 112
NYSE 120.38 -3 1 24 6 0.44 0.4 122.75 119.50

American Indty Finl Corp
American Intl Group Inc

Aneco Reins Ltd orc
Avemco Corp
Business Mens Assurn Co Amer OTC
Chubb Corp

Combined Intl Corp

NYSE 37.75 34 04 1.00 26
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NYSE 59 25 -1.9 131 2.64 4 5
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First-quarter prosperity
surpasses '/5-'7/7 gains

By LEONARD M. WILSON

Special to Business Insurance

The times are smiling on insurance bro-
kerage

First-quarter results attest unequivocally
to the industry's mushrooming prosperity
Gains surpass the dimly remembered mo-
mentum of 1975-1977 when rising premium
rates last generated a surge in profitability

We have compiled a set of performance
yardsticks for the publicly owned brokers
Marsh & MclLennan

lexander & Alex. ,4.

én der ervices
Hall & Co Inc, Corroon O
& Black Corp ,EH
Crump Cos and Arthur
J Gallagher Co
In the important realm
of domestic insurance
brokerage, we estimate
that the group's average
gain in commissions and
fees for the quarter
amounted to 24% year-over-year Marsh &
McLennan Cos garnered the largest advance
at 36%, with Corroon & Black likely occu-
pying second spot
Differences in quarterly commission
growth can essentially be ascribed to new
business generation We think that Marsh &
MelLennan led in this category, expressed as
a percentage of the prior year's renewal base
International insurance brokerage, exclud-
ing the generally beneficial effects of strong
currencies against a weaker dollar, did not
fare as well as domestic insurance brokerage
By our calculations, gains for international
brokerage in local currencies probabaly
ranged from flat to up to 25%, depending
upon the broker

Mr. Wilson

Differences in proportions of retail vs
wholesale brokerage and geographical spread
account for the wide disparity in interna-
tional results

Not all brokers, though, have a meaningful
stake outside the United States

Reinsurance brokerage benefitted from
steeply rising rates in what seems to be a

seller's market Since Marsh & MelLennan is marked rise in expenses already cited
the leader in this sector domestically, one This incremental profitability translates
could not help but be impressed with a com- into higher overall pretax margins We have
missions increase that quite likely exceeded maintained in prior columns that profitabil-
40% by our estimate ity in insurance brokerage would recover to

Investment income was surprisingly levels approaching those of the mid-1970s,
strong, given the slide m interest rates and notwithstanding the changes in business
yields We calculate an average advance of since then Evidence for this viewpoint is in
35% for the quarter's investment income Ex- hand, based on first-quarter results, and pros-

panding premium throughout lifted available
funds for investment and more than offset

pects for the balance of the year

Not all public brokers participated equally
the drop in yields in the general buoyancy Mix of business had

New business production is always difficult something to do with differential perfor-
to determine for the public brokers, beyond mance Marsh & McLennan, for example,
the generality that production flowed co- posted strong gains m virtually all of its acti-
piously, spurred by the tight markets vities Other brokers lagged in one or another
Pressed to make an estimate, we would opt area such as employee benefits, reinsurance
for an average figure of 15% or thereabouts brokerage, or international There were, as a

, j» That is, new business provided 15 percentage consequence, disparities in revenues and
I points of incremental commissions in domes- earnings growth

tic primary brokerage for the typical public
broker

Special charges were notably not a feature
of this quarter Thus, earning comparisons

In the realm of self-insurance, only Arthur reflected operations, and were not distorted
J Gallagher publicly segregates revenues for by lingering problems in the area of under-
this important phase of its operations The writing, as was the case in the fourth quarter
company's self-insurance increased about for Frank B Hall & Co
20%, The first quarter, as a forerunner to the
ent receptivity in the face of tight markets full year, is telling a positive story No one
that dictate closer scrutiny of the self-insur- doubts that investors already have taken note
ance alternative of the rosy prospects Price to earnings ratios

Expenses in insurance brokerage tend to are quite generous, and Indeed may already
move with revenues The first quarter was have begun to take into account potential
no exception to this rule Employment costs gains in 1987
advanced 22% on average, but for several
brokers the increase was in the area of 30%

a rise of significance that testifies to eli-

Whatever else may be said about the pres-
ent phase of the insurance cycle, it is well on
The Jump in employment costs reflects the the road to restoring the profitability of in-
linkage to good top-line performance in the surance brokerage
form of incentives for production and profit- Even if competition returns to under-
ability Headcount also has begun to expand writing, as it inevitably must, perhaps as
as brokers respond to greater volume and early as 1988, profit margins in insurance
heavier demands on the marketing staff brokerage should have staying power and are
If we exclude Frank B Hall & Co Inc, not likely to undergo the retreat witnessed in
with an exemplary 7% increase m other oper- the last cycle
ating expense, the average rise in this cate-
gory was aF)out 30% Most expl.ana'tlons. for Arthur J Gallagher & CO
the Jump cite the costs of placing in a tight
market and much heavier budgets in data Shareholders of Arthur J Gallagher & Co
processing The brokers' own insurance pre- of Rolling Meadows, Ill, have approved an
miums also account for an important portion increase in the number of 1ts shares of com-
of additional expense mon stock to 25 million from 10 million
We think that incremental profits on in- President Robert E Gallagher told share-

cremental sales is an important measure of holders at the annual meeting last week that

Leonard M Wilson, a special hmited partner performance For the brokers as a group, the the additional shares will be used for a 2-for-
at L F Rothschzld, Unterberg, Towbm M New pre-tax profit margin on incremental reve- | stock split that will go forward July 15 The
Source Philip Olsen/Alan Clifton, Insurance Industry York, specializes in znsurance brokerage nues in the quarter was about 35% Four bro- additional money will be used to broaden the

Specialists Kitcat & Aitken Stockbrokers, stocks He is a member of the New York So- kers, however, achieved profit margins on broker's market and for greater liquidity, Mr

ciety of Secunty Analysts
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37.75 36.88 239 2 Continental Corp
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Travelers Corp

United Fire & Cas Co
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incremental revenues of 40% despite the Gallagher said

Currently, there are 4,265,198 shares of
common stock

The company also will eliminate its prefer-
ence stock, which would leave only common
stock and preferred stock authonzed, Mr
Gallagher said

5/8/86 thru 5/13/86

Liberty Mutual

NYSE 4613 05 0.0 260 5.6 46 75 46.13 1,067 O BOSTON-Liberty Mutual Insurance Co,

OTC 30000 53 18.1 000 00 300.00 285 00 00 a Boston-based insurer, has agreed in princi-

OTC 89 B0 0374620602582 008150451 7 ple to acquire 80% interest in Stein Roe &

25.38 25.00

Price % Chg P/E $ Div % YId High Low Vol (000)

AMEX 2538 25 211 000 OO 81 2 Farnham, a Chicago-based investment coun-

NYSE 36 38 -4 9 04 030 08 38 00 36 38 3.967 O Seling and mutual fund management Com-
oTc 2738 -14 OO0 O48 1.8 2813 27.38 340 4 .
pany, the firms have announced

©TC 650.00 0O 65 18.00 28 650 0O 650 0O oa
AMEX 28.38 32 OO0 OO0 OO 28.38 2713 7399 The partners of Stein Roe & Farnham will
oTc 59 00. -4 8 371 0.56 0 9 62.25 59.00 64

retain the remaining 20%

Stem Roe & Farnham, founded in Chicago
BTC 943008 16.7 180 1, 9 94 50 93 50 274 7 in 1932, manages a total of $12 billion in
NYSE S8.75 4.9 16 4 0.72 1.5 40.26 2a.75 assets for individuals, institutions and a fam-
NYSE S5663 2.5 128 2.00 35 57.00 55.75

ily of 14 Stein Roe mutual funds
o sa a9 Stein Roe & Farnham has regional offices
37.25 35.25 75 O located in New York, Cleveland, Minneapo-

8150 25 12.9 200 =5 81 50~ 7o.88 13.7

173.7

Zss 0.0 0O 00O Oo.=

ote 39.25-03 14 0 1 40 3 6
oTe 3525 -54 0.0 0.00 OO

wooe  NoftWeStern Natl Life Ins OTC 32 13 7.515.9'0 86 2.7 32 38 30.75 764 2 115, FOrt LaUderdale, LOS AngeleS and Puerto

Rico

orc 85.25 09 197 3.00 35 B85.25 84.50 546

ote 38.00 -2 9 13.9 0.78 2 1 Stein Roe & Farnham will continue to op-
NYSE 36.28 10 OO0 O.76 21 36.50 35.75
5300 11 12.6 O70 30 2300 2275 1127 erate in the same manner as it has in the past,

& Acc Ins Co OTC 28.2500 9.8 084 3 028 75 28 25 286 1 according to Liberty utual Chairmlan el-

vin B. Bradshaw

823
14z 4

39.00 38.00

oTe 90.75 -1 8 27 4 3.00 3 3 ©1.63 90.50 8133

oTtc 57.00 -26 154 1.70 30 59.25 57.00

oot The Liberty Mutual Group IS the seventh-
OTCH9750.6 00 080 41 20.25 19 so 126 9 largest property/casualty insurance company

oTe 6. 75 3.8 0.0 0OO5 O7F 7.00 6.63 in the United States

OTC 367.50 3.2 69 2 1.05 O 3 395.25 367 50 17 4 It has more than $10 billion in assets, more

NYSE 2973 6.5™24% 16" 44 5035 4893 1.079.7 than $46 billion in annual premium sales and
L CToo zmeree om0 S0 27 00" 2800 reen more than 250 offices throughout the United
’ ’ ' ) States and Canada, employing nearly 20,000
People
The acquisition is subject to the signing of a
definitive agreement and a number of other
conditions The transaction is expected to be
System design Altman Information Systems completed sometime this summer

762.5

NYSE 41.38 -0.9 11.0 1.12 2.7 41.75 a1.38 160 6

NYSE 34.00 -07 15 5 1.08 3 = 34.25 34.00

otc 2775 -0.9 0.0 080 2.9 28.50 27.75 217 a

AVERAGE 11 2.2



We give you' home office' group services
from 27 hometowns.
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BROOGK products and solutions for
BROOK 1

MR—E—@-FEFLl oncerns as cost

A s,

At Northbrook Life, we provide group cover- tLeFEQ R_ﬂg beneflts otVlor,lized
age quotes and claim service from not just d r. service, you'll enjoy the

alt Lake Cit r

one, but 27 agencies around the country ) Hartford 'Shreveport 3( securit Y tv of deahng with a

So ifyou have 2-200 employees, ' - national Insurer. BeCause
Northbrook Life can mean improved service. Northbrook is a wholly-owned
Without all the'6home office" red tape you subsidiary ofAllstate Life Insurance CompanM
may be used to. a member of the Sears Financial Network.

Every Northbrook Life agency is indepen- So call your nearby Northbrook Group
dently owned, and staffed with professionals Agency today Instead of dealing with a home
from your area. So we offer an insiderk under- office thats nowhere near your home.

NORTH Northbrook Life
BROOK Insurance Company

A Member of the Sears Family
For details on office openings, call Mark Stadler, Home Office Northbrook, lllinois
Group Sales Director, at (312) 480-2547.



