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Product liability bill
runs into opposition

By JERRY GEISEL

WASHINGTON-The administration-supported federal product
liability bill is likely to be weakened as reform proposals head for a
crucial vote next month by the Senate Commerce Committee.

Top Reagan administration officials who attended a Commerce
Committee hearing last week ran into vigorous opposition from
some committee members on the proposed cap on non-economic
damage awards.

Attorney General Edwin Meese, flanked by Assistant Attorney
General Richard K. Willard and Douglas Riggs, the Commerce De-
partment's general counsel, urged passage of the administration
product liability reform proposal introduced in the Senate earlier
this month by Sen. Robert Kasten, R-Wis.

That proposal, S. 100, would:

e Place a $100,000 cap on awards for non-economic damages.

« Virtually eliminate the doctrine of joint and several liability in
product liability cases.

* Reduce product liability awards by the amount of other com-
pensation a plaintiff receives, such as workers compensation bene-
fits.

- Limit the contingent fees plaintiffs' attorneys could collect.

- Protect manufacturers

*#« " from liability if they do not
9 warn of obvious dangers or if a

r,al product is altered or modified

Y f1L.1 May 5)
The administration proposal
+, ¥ 4 "Will assist those American
businesses, especially small
| businesses, that are unable to
I obtain affordable insurance be-
cause of the high costs of the
current liability system,” Mr.

Sen. Kasten Sen. Ford
Meese told the committee.

However, the attorney general apparently didn't help his cause
when he left the hearing after answering only one question.

Some committee members lashed out at the administration's pro-
posal, especially the $100,000 cap on non-economic damages, charg-
ing that it was unfair to consumers and thus should not be passed in
current form.

"To say that $100,000 (is adequate) for a loss of a spouse is a real
injustice," said committee member Slade Gorton, R-Wash.

"l disagree with any proposal that would set caps,” Sen. Gorton
said, adding that the Senate should not pass any proposal with ceil-
ings on product liability awards.

Sen. Wendell Ford, D-KM, also attacked a liability cap, suggesting
that its enactment could reduce manufacturers' incentives to pro-
duce safe products.

"I have difficulty saying in an egregious case that a $100,000 cap is
appropriate,"” Sen. Ford said, asking how safety-minded companies
would be if their potential liability is reduced.

Mr. Willard said he could understand why some committee mem-
ben would be opposed to the $100,000 cap.

"It is hard to say that one number is better than another," the
assistant attorney general said, but he added that a cap on awards is

Continued on page 85
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Hall to pay $45 million

to settle Protective dispute

OMAHA, Neb.-Frank B. Hall &
Co. Inc. has reached an agreement to

pay $45 million to settle a dispute with
Protective National Insurance Co. of

Omaha concerning losses connected to
an insurance program written by
Global Surplus Insurance Services
Inc., a former Hall subsidiary.

The agreement releases Hall from
further liabilities for the business. As

a result, Hall's auditor, Touche, Ross
Continued on next page

ISO may withdraw proposal
to change defense cost cover

By CAROL CAIN and KATHRYN J. McINTYRE

NEW YORK-The Insurance Services Office will
probably modify-and may even drop-its efforts to
charge defense costs against the limits of primary com-
mercial general liability insurance policies.

In either event, no changes in defense cost coverage
under CGL forms will be made by ISO's original July 1
target date for implementing its proposal.
. Representatives of the insurance
industry policy form and rating ad-
visory organization will meet with a
task force of insurance regulators
this week to discuss its proposal to
alter the current policy wording on
defense costs.

ISO wants insurers to have the op-
tion to charge some or all defense
costs against policy limits. Now, pri-
mary insurers are responsible for all Ra
defense Costs outside of policy limits
until the limit is exhausted by indemnity payments.

ISO "probably will modify" its current proposal after
it receives input from the task force, an ISO spokewo-
rnan said.

The task force will meet May 28 in Baltimore to pre-
pare a report to be delivered at the National Assn. of
Insurance Commissioners' summer meeting in Boston
on June 8-12.

However, ISO may tell the task force that it will not
pursue its year-old plan to file policy amendments with

' I'm reasonably certain
ISO will withdraw their
proposal on defense
costs,' says lllinois'
John E. Washburn.

state insurance departments that would allow insurers
to charge some or all defense costs against the limits of
commercial general liability and other miscellaneous
liability policies.

"I'm reasonably certain ISO will withdraw their pro-
posal on defense costs," said John E. Washburn, lllinois
insurance director, who is a member of the task force
formed by the NAIC to study the issue.

Mr. Washburn noted that he expects ISO to officially
approve the decision to drop the pro-
posal on changing defense cost cov-
erage at its next board meeting.
ISO's next regular quarterly board
meeting is June 25.

However, a spokeswoman for ISO
said in an interview last week:
"There must be some misunder-
standing,"” when told that sources
said ISO will withdraw its proposal.

- "Our proposal is on hold while the
NAIC Task Force is studying the
issue," she said.

ISO is planning to discuss any recommendations
from the task force at its Sept. 25 quarterly meeting, the
spokeswoman said.

Also, she questioned how ISO could withdraw some-
thing that has not yet been filed in any state.

And, she added: "We are fully committed to imple-
menting a viable and effective defense cost contain-
ment program."” This does not necessarily mean the

Continued on page 86

States step up opposition
to Dyna Span's operations

By DOUGLAS McLEOD

BOCA RATON, Fla.-Dyna Span Corp., which
claims to offer commercial insurance buyers liability
coverage under the provisions of the federal Risk Re-
tention Act, is facing spreading opposition by state reg-
ulators who charge it has not operated as the act re-
quires.

Since February, seven states have ordered Boca
Raton-based Dyna Span or its agents to stop selling cov-
erage because Dyna Span may not qualify under the
Risk Retention Act as a company exempt from state
regulation (BI, March 3).

In addition, Florida has filed administrative com-
plaints against Dyna Span and the company that un-
derwrites the policies it sells, New England Interna-
tional Surety Co., a Panamanian company operating
from Brussels, Belgium. The department may issue a
cease-and-desist order after a hearing on the com-
plaints.

Two other states that have not issued cease-and-de-
sist orders have warned insurance buyers and brokers
against coverage marketed by Dyna Span or New Eng-
land International, while other state insurance depart-
ments say they are investigating Dyna Span's activi-
ties.

In addition, the Delaware Insurance Department-
which had informally recognized Dyna Span-as a "pur-

chasing group"” under the Risk Retention Act-with-
drew its recognition April 1, though sources note the
withdrawal has no legal effect on Dyna Span.

Dyna Span representatives contend the company is
operating legally.

Dyna Span offers product liability and completed op-
erations insurance, insurance agents' errors and omis-
sions coverage and liquor liability coverage. State regu-
lators say they do not know how much business Dyna
Span has written. Dyna Span President A.R. Johnson
would only say premiums are "considerably more than
$1 million."

Meanwhile, insurance commissioners in three states
-Alaska, New Jersey and Massachusetts-have sent
letters to Congress voicing concerns about pending pro-
posals to expand the Risk Retention Act. The letters all
cite the Dyna Span case as an example of regulatory
problems the Risk Retention Act can create.

Former New Jersey Commissioner Hazel Frank
Gluck said in a letter to the state's two senators and 14
representatives that the Dyna Span case highlights "the
potential abuse any expansion of the federal Risk Re-
tention Act would engender.”

The Senate Commerce Committee in March appoved
legislation, S. 2129, that would expand the 1981 Risk
Retention Act to allow businesses to secure all types of
commercial liability coverage, except workers compen

Continued on page 87
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Hall, Protective settle

Continued from previous page
& Co, is expected this week to issue a clean audit opinion of the
broker's 1985 financial statement

Hall previously announced It had reserved $64 million for the
contingent liability represented by the dispute (BI, April 7)

Earlier this year, Protective voluntarily placed itself under the
supervision of the Nebraska Insurance Department because it said it
was unable to recover from some of reinsurers on a book of business
written by Global through a managing general agency agreement
with Protective (BI, Jan 27)

Protective had charged that Global did not honor its responsibili-
ties as an MGA, including notifying reinsurers of claims Protective
alleged that some remsurers said they did not pay claims because
they were never informed

Pools have immunity, court says

SPRINGFIELD, Il -lllinois public entities that Join a self-insur-
ance pool do not lose statutory immunity from some liability claims,
the lllinois Supreme Court ruled last week

At issue in last week's ruling was whether a pool of public entities
constitutes an insurance company Under the state's Local Govern-
mental and Governmental Employees Tort Immunity Act, public
agencies are immune from some liability claims unless they buy

The court found that a pool is not an insurance company and
statutory immunity should apply for many liability claims exclud-
ing, among others, willful and wanton acts

The high court ruling upheld an appellate decision reversing a
$9,800 award by a Cook County Circuit Court Jury to a girl wnose
leg was impaled on a piece of wood in a sledding accident in Hill-
side, a western Chicago suburb (Bl, Aug 26,1985)

The ruling gives self-insurance pools another "strong weapon" in
their arsenal to provide the most cost-effective insurance protection
for public agencies, said Edward Hansen, manager of the Intergov-
ernmental Risk Management Agency of Downers Grove, Il

IRMA, a pool of 40 public entities including Hillside, pursued the
case after seven years of conflicting court rulings about the pool's
immunity status

While the decision apphes only in lllinois, it may be used as a
precedent in several other states where confusion exists about pools’
immunity status, said IRMA's Chicago-based attorney, Stewart Dia-
mond of Ancel, Glink, Diamond, Murphy & Cope P C

Ralph Hruby, the Wheaton, lll, attorney for the injured girl, said
he is "seriously considering" asking the high court for a rehearing
by a June 11 deadline

Panel OKs nuclear liability bill

WASHINGTON-The House Interior and Insular Affairs Com-
mittee last week approved legislation, H R 3653, that would raise
the maximum liability of the nuclear power industry for an accident
to $6 5 billion from the current $660 million

The legislation, which still could be considered by three other
House committees, would amend the Price-Anderson Act, the fed-
eral law that limits the liability of the nuclear power industry for
accidents That law is due to expire next year

The committee's bill would extend the act for another 10 years
Somewhat different legislation is being considered by the Senate

Jardine-Emett merger finalized

LOS ANGELES-Jardine Insurance Brokers Inc, the nation's
12th-largest broker based on 1984 gross revenues, has completed ItS
acquisition of broker Emett & Chandler Cos Inc, the 13th-largest
U S broker, to form Jardine Emett & Chandler Inc

The merger was completed after Emett & Chandler shareholders
approved the sale of the Los Angeles-based broker to Jardine, the
U S brokerage unit of Jardine Matheson & Co Ltd

Lloyd's new building to open

LONDON-LIloyd's of London will move into its new steel-struc-
tured building this week

Lloyd's Chairman Peter Miller on Tuesday will declare the
Lloyd's market in the new building on Leadenhall Street open for
business However, an official royal opening of the market is not
expected until autumn, said a Lloyd's spokesman

Prior to opening the new market, four red-liveried Lloyd's wait-
ers carried Lloyd's most famous symbol-the Lutine Bell-cere-
monially to Lloyd's new headquarters Mr Miller will ring the bell
twice when he declares the market in the new building open
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Decision limits landmark

Keene ruling, insurers say

By STEPHEN TARNOFF 1983 in American Home Products Corp us Liberty M

tual Insurance Co by the U S District Court for t}
WASHINGTON-In what insurers contend is a sig- Southern District of New York It was later modific
nificant limitation of the landmark Keene Corp us In- by the 2nd U S Circuit Court of Appeals (BI, July
surance Co of North America ruling, the same federal 1983, Dec 17, 1984)
appeals court that issued that decision is refusing to Those decisions said that coverage is triggered whe
apply it in another asbestos coverage dispute a victim suffers an injury-in-fact or "actual injury
The U S Court of Appeals for the District of Colum- during the policy period
bia, applying New York law, ruled that insurers for In the Abex decision, a threeiudge panel-consistir
asbestos defendant Abex Corp must indemnify it of different Judges than those that handed down u
under an "injury-in-fact" theory of coverage Keene ruling-remanded the case to the U S Distri
The May 9 decision in Aber Corp us Maryland Casu- Court for the District of Columbia to apply the injur
alty Co not only overturns aUS District Court that in-fact approach to asbestos cases pending again
applied the triple-trigger theory first handed down in Abex
October 1981 in the Keene case to the Abex case, but Because attorneys for policyholders and insurers di
also uses language that indicates the 1981 Keene case fer on the extent of coverage that the injury-in-fa
was wrongly dec.ded, attorneys for insurers contend theory provides, the ultimate impact of the appella
An attorney for Abex, however, steadfastly main- court ruling will depend on how the district court di
tains that the decision, although using different lan- termines when injury-in-fact occurs and how it will k
guage, provides tne same broad coverage to policyhold- applied to the underlying asbestos cases, attorneys say
ers as the Keene decision Nevertheless, attorneys for insurers say the langua
Under the Keene decision, a three-Judge appellate and approach of the Abex decision strikes a seve]
panel ruled that all of Keene's insurers on the risk from blow at the Keene decision, potentially restricting t}
the time of an asbestos victim's exposure to asbestos amount of coverage available to policyholders
through the manifestation of an asbestos-related dis- However, an Abex attorney said the decision
ease-including an intermittent latency period-are 11- broader than the Keene ruling on the issue of defent
able for defense and indemnification costs coverage, which was Abex's main concern

The injury-in-fact theory was first handed down in Continued on paget

Bill seeks
Employer groups oppose

hazardous substance bills

more insurer

disclosures

By CAROL CAIN
By JERRY GEISEL
WASHINGTON-Employer groups are rallying to quickly defeat

WASHINGTON-Some mem-
bers of Congress, saying they need
more information to resolve the lia-
bility insurance crisis, want prop-
erty/casualty insurers to file de-
talled commercial underwriting
and claims experience records with
the federal government

Legislators say they are hearing
conflicting explanations about the
causes of the crunch Insurers
charge that the legal system makes
it too easy for plaintiffs to win
damages resulting in huge under-
writing losses, while trial lawyers
and consumer advocates say insur-
ance industry mismanagement is
the primary cause of the crisis

Congressmen say they don't
know which side m right and can't
provide legislative relief because of
a dearth of reliable information

“Everything is stymied because
we don't have the facts Anecdotes
don't resolve a cris.s and we can't
legislate without the facts,"” said
Rep Charles Schumer, D-N Y

"We have to have solid 1nforma-
tion (from insurers) to know where

Continued on page 85

legislation that would create a federal system to notify, counsel and
provide medical monitoring services to employees exposed to haz-
ardous substances.

The proposed program is set out in H.R 1309-the High Risk Ck-
cupational Disease Notification and Prevention Act of 1986-spon-
sored by Rep Joseph M. Gaydos, D-Pa

The bill was amended May 14 during an unusual joint hearing by
two House Education and Labor subcommittees The legislation was
favorably reported by the panels and sent to the full committee,
where action is scheduled June 10.

The subcommittees' action, as well as a hearing on an almost iden-
tical measure by a Senate panel the following day, sent employer
groups into a huddle to plot their next steps.

The Senate bill-S 2050-is m the labor subcommittee of the Sen-
ate Labor and Human Resources Committee and is expected to re-
main there until the House committee acts

On short notice last week, about 50 business associations and indi-
vidual employers met to focus on H R. 1309, said Fred Krebs, direc-
tor of employee relations for the U.S Chamber of Commerce

"The Chamber, working with other business organizations, will be
making visits and educating members of Congress," said Mr. Krebs

The National Assn of Manufacturers also is involved in the effort
and, like the Chamber, says it will mount an intensive campaign to
lobby members of Congress

The purpose of H.R 1309, according to Mr Gaydos, is to.

« Identify groups of workers In specific occupations who are at
risk of disease because of their jobs and the substances to which they
are exposed

Continued on page 86

CGL pollution exclusion modified

By ROBERT A. FINLAYSON

research, explains that the revision would apply, fc

example, in a case in which smoke from a hostile fir

NEW YORK-A revision to the new commercial blows off the policyholder's premises and blocks vis
general liability policy forms that extends coverage for bility on an adjacent roadway, causing an accident
bodily injury or property damage caused by heat, “Any bodily injury or property damage caused b
smoke or fumes from a "hostile" fire is expected to be that smoke having blown off the property would hav
in place June 1 been excluded under the language of the pollution e>

A hostile fire is one that "becomes uncontrollable or clusion," he says "Our position is that such damagf
breaks out where it was not Intended to be," according were never supposed to be within the definition of th
to the revision pollution exclusion

The Insurance Services Office filed the revision with Mr Riley, who calls the revision a "major change i
state insurance departments last month in response to the CGL," raised the issue at a mid-April meeting c
concerns raised by the Independent Insurance Agents ISO's commercial lines committee
of America and other producer groups that the broadly However, the IIAA is still concerned that damagé€
worded pollution exclusion in the new claims-made resulting from friendly fires would be unintentionall
and occurrence CGL policies would eliminate this cov- excluded under the existing pollution exclusion 1
erage Continued on page 8

State insurance regulators are expected to approve
this revision, which carries a June 1 effective date

R C Riley, chairman of the IIAA's pollution task
force and chief executive officer of Peel & Holland, an
agency in Benton, Ky, says it was "very clear" from
the way the new CGL forms were written that smoke
and fumes from any kind of fire would be excluded

"The pollution exclusion was so broadly written that
it took away coverage that everyone had previously
and never considered pollution,"” he says

James Zarnowski, the IIAA's assistant director for

errors & omissions

« The 1985 gross and net written premiums of
Aneco Reinsurance Underwriting Ltd were $24
million and $18 million, respectively The figures

were incorrectly reported in the May 12 issue of
Business Insurance
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nish and analyze utilization data

As corporate health care cost-containment efforts be- .
come more intense, reliable utilization data has as-
sumed a greater importance

Data produced by employee benefit information sys-
tems can help evaluate already-implemented cost-con-
tainment steps, help predict the effect of proposed ben-
efit changes and assess a variety of medical care compo- 10 1 1
nents, like charges for the same procedure by various
doctors at the same hospital

The off-the-shelf automated claims management .
software marketed by a variety of vendors provides all 1
the utilization data and analysis required by some em-
ployers

However, these products must be modified to meet ' h
the data requirements of other employers, and some
vendors are now offering additional enhancements to
benefit managers who want to access specific types of
utilization information on a regular basis v

For example, users of the QicClaim system, marketed
by Oak Brook, lll -based Resource Information Man-
agement Systems Inc, sometimes purchase a supple- 6
mentary program that tracks preferred provider orga- '
nization usage *x3

C/G Data Corp, a benefit software vendor in Miami, -t -I J H I L
offers special modules for benefit managers who want
pre-certification and utilization review programs

Automated claims management systems-which are

integrated computer programs that process, adjust and There are many Ways to Choose a SyStem h

pay claims as well as generate benefit data analysis re-

. - business insurance, May 26, 1986 /3
Benefit automation
s
Employers seek systems .
that give meaning to data ) a
By STEVE TARAVELLA R D
oA B A 0% 161\ |
benefit claims, are now seeking systems that can fur- E 557

ports-are perhaps the most common type of employee By STEVE TARAVELLA More than three years later, the system selected by .
benefit information system, but they are not always the USAA-the ClaimsFacts system, produced by New
only computer programs now used by benefit manag- What's the best way to find the employee benefit York-based ERISCO Inc -still suits the company
ors information system that best suits your company® well and is "one of the most maintenance-free systems
Some benefit managers take information produced Many employers contemplating such a system go we have," says Herb Halstead, USAA's director of
by their claims system and feed it into a separately pur- straight to a consultant for help personnel systems and support
chased data management or data analysis system to Others go it alone That's saying quite a bit- USAA is "heavily, heavily 1
: supplement the analysis provided by their claims man- For example, United Services Automobile Assn, a automated," Mr Halstead points out, noting that the
agement systems San Antonio, Texas-based auto insurer, approached insurer processes policyholder claims through a sepa-

These specialized data systems, which usually do not vendors directly, relying on the expertise of its in- rate. "absolutely monstrous," automated claims divi-
process claims, are offered by vendors like Health Data house data processing personnel to help its employee sion
Institute in Boston, MEDSTAT Systems Inc in Ann benefit department find the best automated claims While USAA was able to purchase an automated
2 Arbor, Mich,and Health Risk Management Inc in management system for its self-insured health plan claims management system by using in-house exper-
o Minneapolis (Bl, Feb 17). The company had already self-administered its health tise, other benefit managers enlist the aid of consul-
Employers that do not administer their benefit claims claims manually. Continued on page 10
Continued on page 6

Software untangles flex plan knots usernetworking

Vendor-sponsored user groups

Bv ROBERT A. FINLAYSON and others” Mr Backlund asks computer is the most cost effective way to can be an indispensable aid for

Y But until a few years ago, only expen- self-administer a flexible benefits pro- both tge yser and&be softwgre-

Advances in personal computer technol- sive mainframe computers had the power gram, consultants agree vendor because they provide a

ogy and the development of new software and versatility to run the kind of software A benefits manager can purchase both network of sources that benefit
have put the computing power needed to needed to admiinister a flexible benefits the gersonglegc%rgggter hardwaf[e and s?gtr-i managers can tag when they run |

self-administer a flexible benefits plan plan ware nee minister a flex plan o problems. See page 16.
within the reach of many employers, ben- Even employers that already owned less than $50,000
efit consultants say these multimillion-dollar machines could The low cost of such a system has Tailoring a system

In fact, the development of the perscnal €xpect to spend several hundred thou- prompted great interest in flexible benefit i )
computer opens up the possibility of self- sand dollars on software before they plans among employers in the 1,500- to , Bgnefit managers should avoid
administering a flexible plan to many em- could self-administer a flexible plan, 3,000—§ml%lo¥e range, thea/g,'#/ . P . Y >oP HP
ployers that wouldn't have considered this consultants say ) ) a _a a Lrouse, coordi at(?r |Of Salt with the Joneses Wh?n. des@n'.ng
option previously because of the adminis- Other options, while not quite as expen- Lake City-based James Benefits' PC Flex an employee benefit information
tration difficulties and cost . sive, were often still out of reach of many program, the consultant's flexible plan ad- syste cause it may not satisty
_ Administration of a flexible benefit plan employers, consultants say These include ministration software, says a lot of com- compan¥ or employee needs. See
is complex because of the plan's nature, buylng$a mlnlcomJJuter, which can cost be- panies in the 2.000-employee range now page 13.

explains Paul J Backlund, a principal con- tween $50,000 and $150,000, and the soft- can offer a flexible benefits plan and man-

sultant with The Wyatt Co in Chicago, ware to go with it, which can cost another age it m-house . Communication aid
noting that automation is usually required $100,000, or entering a time-sharing agree- Thg personal computer makes this pos- More companies will switch to in-
to administer a flex plan ment with a vendor that sells time on a sible," she sa

says : . o
Hoy do you %et people into the plan' mainframe co In addition to Wyatt and James, both of teractive benefit communication
" : .

puter . . \ .
How do you let them make choices, and While both of these options are still ap- which offer E)ersonal computer-based flex- systems.as {hey.try to.satisfy.both y
how do you communicate those choices to propriate for some employers, the vast ma- ible benefit software, other consultants

. . - I i well as management's need for
the payroll department, outside insurers jority of employers will find a personal Continued on page 11 e Comainrgent’ Bomefit somaul-©

tants predict See page 37.
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System Number sold to
Vendor employer diectly
Cia mFacts a7

Erisco Inc., New Ycrk

— ==ty = <= k< e e J
Dyer, Wells & Asso:iates Inc.,
Smyrna, Ga.

< O i- < - 1I=airwn 11 =
Resourse nformation

Vanagemeit Systems Inc.,
Oak Brook, lll.

— e« =W = - —a
C/(3 Da-a Corp; Miami
CKs 11 13

Ajvanced System Applications Inc.,
Boomingcale, IH.
- e == —d

Tesseract Dorp.,
San Francisco

Source: Blsirver of vendors

Year firsl installed

at employer

1980

1983

19E 1

1322

1974

1382

Types of claims
administered

Health, dental, vision,
drug, LTD, STD

Health, dental, vision,
drug, LTD, STD, life

Health, dental, vision,
drug, LTD, STD

Health dental, vision,
drug, LTD, STD

Health, dental,
vision, drug

Health, dental,
vision, drug

Chart: Holly Seguine, Amy Palmer

Benefit claims systems
have many differences

Not all automated employee ben-
efit claims management systems
are the same. In fact, claims mar--
agement systems offered by some
vendors drastically differ from
other vendors' products.

Some systems, including the
CHARLIE system produced by
Benetics Corp. .n Mounzain View,
Calif., must be run on computer
hardware supplied by the vendor.

Other systems, like Fastrark pro-
duced by Dyer, Wells & Associates
ir Smyrna. Ga; consists solely c 5
scftware-:he program that tells
the hardware vrhat to do. These
t>pes of systems can be run on
hardware purchased Yrom either
tke vendor or from other sources.

In additicr., some claims manage-

INBUS/NESS, THERE'S MORE THAN ONE RISK.

THATS WHYYOU NEED

AMORE-THAN- I" MPANYAGENT.

Today's businesses face a# kinds of risks. From
computer losses to po:lution liability From prod-
uct -emil to product liability. From business inter-
rup'ion lossesto terrorism. And new risks are
emerging every day. That's why so many busi-
nesse: seek the advice of an /ndependent
insurance Agent to help them anticipa+e and
manage those risks.

Why an independent Agent¢ First, /ndepen-
dent Agents represent many companies-not
ius# one. So they can Fnd the precise coverage
youneed at the best price. And they can elim-
incte over/aps and gaps in your protection.

Second, independent Agents are profes-

You'll find an independent /nsurance Agen*

sionals familiar with in-depth risk management wherever ycu see this symbol.
techniques. So they can recommend creative
programs that utdize traditionaj insurance, se/f-
insuronce, co-insurance, captives or a combi-
natkn thatbestsuits yourspecia/ requirements.

lhird, because Independent Agents repre-
sent you-notsomecompany-theycan help \ /850/once/,*GENT /
you reach a fast, fair settlement.

No wonder more and more businesses-

/arge and sma#-re/y on /ndependent Agents

to protect them against todayk risks. And

tomorrow'S.

you Rependent

SERVES YOU FIRST

THE MORE-THAN-ONE-COMPANY
INSURANCE AGENT.

Some programs can
be run only on
mainframes, while

others can be run on

smaller computers.

ment software can be run on onl,
one particular type of computer
while others can be run on com-
puter hardware manufactured bE
several different companies.

And some programs can be run
only on expensive mainframe com-
puters, while others can be run on
smaller, less-expensive minicom
puters or even personal computers.

Some vendors specialize in de-
signing computerized claims man-
agement systems for third-party
administrators and insurance com-
panies.

Others specialize in systems for
self-administered employers.

Many vendors sell to both seg-
ments of the market.

For example, Lawson & Associ
ates Inc. in Minneapolis has sold
two MultiClaim systems to self-ad-
ministered employers and 19 to
TPAs and insurers, while New
York-based Erisco Inc. has sold 40
systems to benefit managers, 21 to
insurers, three to Blue Cross/Blue
Shield Assns. and 17 to other third-
party administrators.

The cost of automated claims sys-
tems has dropped over the past few
years, making them accessible to 2
greater number of benefit manag-

Software systems for mainframe
computers that would have cosT
$500,000 five years ago might cost
only $200,000 today, estimates Curt
Speed, a consultant at Hewitt Asso-
ciates in Lincolnshire, Ill.

And, while the price of some sys-
tems may not have dropped signifi-
cantly, vendors have increased
these systems' capabilities, consul-
tants say.

The cost of an automated claims
management system now can range
from $30,000 to $600,000, depending
on the number of terminals con-
nected to the system, whether
hardware is also needed, the vol-
ume of claims to be run on the sys-
tem, the number of benefit plans
being administered, the number of
optional features needed and the
degree of customization desired.

For example, the cost of Fastrack
software to be run on a personal
computer begins at $30,000 tc
$50,000, according to Jody Dyer,
president of Dyer, Wells.

The cost of Erisco's ClaimFacts
software, which is often run on
mainframes, ranges from $200,000
to $375,000, according to company
officials. The annual maintenance
fee charged by Erisco, which in-
cludes certain system enhance-
ments, is about 12% of the purchase
price.

CAS Il claims system software
would cost most corporations about
$187,000, according to Walt Mathos,
vp-marketing for vendor Ad-
vanced System Applications Inc. in
Bloomingdale, lll. He says the sys-
tem is best-suited for employers
with at least 4,000 lives.

The claims management system
most widely purchased by benefit
managers, according to a Bl survey
of leading vendors, is Erisco's
ClaimsFacts. Employers have pur-
chased 47 of these systenns (see
chart).

This chart tracks the number of
systems sold to employers. How-
ever, the directory of vendors be-
ginning on page 20 indicates the
total number of systems sold to em-
ployers, insurers and TPAs. .
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Most Fledble Benefit Plans
AreALlittleRigidIinTheirThinking.

Ask some companies to set up portfolio of products or a simplified can be, return the coupon for more inEormation.
a flexible benefits plan foryour compamt model that's more in keeping with your F-Please send me more information (ﬂOUTFI(&XTbI&  Benefit Plans Send toJ-1
andyou may end up with an approach  resources. Ginny Patick, NWNL Group, 100 Washington Square, Mpls., MN 55440,
that's carved in stone. Our flexible approach to flexible |
In realitx most flexible benefit plans  benefits also includes a full range ofre- Comp:Iny
are rigid pre-packaged plans that are ports that let you measure the eictiveness !
difficult to adapt to the individual require-  ofyour plan. State Zip
ments of your company and employees. And perhaps most important of all, | 11P;E;118mMHINGS CHANGETHEMOREYOUNEEDNWNIP |

But at NWNL Group, we work with  your plan is implemented bya company
you to structure a program that reflects with nearly 70 years of experience in G | I N WN I_ G RO U P '
your specific needs. That might include a employee benefits. A dium ofNortmestern National ik Insurakimmpam: Minne?olic MN (ot it in thsta eof Ne#Wi),
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spotlight report

Claims systems

Continued fro'rn page 3

in-house also are using these sys-
tems. For instance, a new system
designed for IC Industries Inc., a
Chicago-based conglomerate, pro-
vides detailed utilization and other
benefit data analysis to human re-
source personnel at IC's far-flung
subsidiaries. The analysis is based
on information provided by IC's
claims administrator, Hartford,
Conn.-based Aetna Life & Casualty
Co. (see story, page 13).

Computers are used for still other
employee benefit applications.
Some employers are installing in-
teractive benefit communication
systems. in which employees can
use personal computers to access
information about benefits avail-
able to them (see story, page 37).

Both vendors and consultants
agree that benefit managers look-
ing for an automated benefit claims
management system are now most
interested in analysis capabilities,

"It used to be just dollars and
cents. Now it's on to the next step,
which is analysis." says David E.
Barton. director of product plan-
ning at Resource Information.

The benefit manager seeking au-
tomation just to process checks
says
Mary Lou Maxie, a consultant with
Towers, Pet-rin, Forster & Crosby
in New York. "He's disappearing.”

more quickly "is a dinosaur,

Benefit managers' growing so-
phistication is a reflection of the
variety of computerized functions
and capabilities available to them,
experts say.

"The old systems that just did
check-writing are pretty much ob-
solete,"” declares one vendor.

Indeed, one vendor, C/G Data,
estimates that 70% of the systems it
installs for third-party administra-
tors are replacing existing automa-
tion systems that did not have data
analysis capabilities.

"Data is the name of the game,”
declares Walt Mathos, vp-market-
ing for Advanced System Applica-
tions Inc. in Bloomingdale, Ill., a
vendor that manufactures the CAS
Il and CAPS systems.

Even when a system is bought
purely for administrative relief-
because the benefit manager is
"overworked, underpaid and
screaming for help,” as one user
put it-the reduced workload is
soon taken for granted and the
benefit manager expects more than
speed from the system.

This was the case with the Ore-
gon Education Assn., a teachers' or-
ganization that purchased Benetics
Corp.'s CHARLIE claims manage-
ment system in September 1984.

The impetus that propelled the
OEA to automate "was the service
aspect,” says Barbara Olson, man-
ager of benefit administration for
the OEA Choice Trust, which ad-
ministers benefits for member
teachers. "Now that we've met that
commitment, we're moving toward
reporting.”

"It's like learning how to walk,"
says TPF&C's Ms. Maxie. "You
start off slowly and may stumble.
But in the end, you've become like
a marathon runner,"” using a sys-
tem "with all the bells and whis-

tles.”

Benefit managers' desire for
hard data is prompted by dogged
efforts to contain health care costs.
Negotiations for PPO agreements,
for example, have created a de-
mand for computer modules that
can monitor and report on PPO
use, vendors say.

The demand for systems that can
track PPO use and supply pre-cer-
tification data "has most of us hop-
ping right now to stay ahead of
where the industry's going,” says
Gary Simmons, president of C/G
Data, whose self-administered em-
ployer clients range in size from
800 to 50,000 lives.

The benefit managers that al-
ready have purchased claims sys-
tems that can produce data cite a

litany of examples of how it can
improve their decision-making.

Cascade Corp., a manufacturer of
hydraulic truck lifts in Portland,
Ore., is using data generated by
California Interactive Computing
Inc.'s DiMed claims system to de-
termine if a flexible benefit plan is
feasible for the company, says
Nancy Collins, Cascade's corporate
industrial relations manager. The
Cascade system handles claims for
600 employees and retirees.

Data produced by Fastrack, a
claims system marketed by Dyer,
Wells & Associates in Smyrna, Ga.,
that details the incidence of heart
disease and obesity-related ail-

ments at Southern Co. Services is

one reason the Atlanta employer
has sponsored in-house aerobics
and weight-reduction classes and
cash incentives for employees who
stop smoking, says Mike Smith,
employee benefit supervisor.
Golden, Colo.-based Adolph
Coors & Co. uses MultiClaim soft-
ware, designed by Lawson Associ-
ates Inc. in Minneapolis, to help it
evaluate the use of its prescription
drug program, explains Ann Marie

Chavez, insurance manager for
Coors and its subsidiaries.

Prior to the installation of Multi-
Claim, prescription drug claims
v/ere an unquantifiable expense
lumped into the same statistical
pool as other medical claims, she

11111

HealthCare COMPARE is something

**

special.

re unlike any other cost man-

agement program now on the scene.

Start with the bottom line. We can

reduce health care costs by 15-20%
within just one year.

We achieve these savings by work-
ing to reduce both hospital admissions

and length of stay.

With many programs, as many as

98% of cases are never reviewed by a
physician-only by nurses or by

says.

Amway Corp. in Ada, Mich., has
found the data reporting capabili-
ties of Resource Information Man-
agement's QicClaim program al-
most unlimited and "extremely im-
portant,” says Sharon Cook, em-
ployee benefits supervisor. She
notes that reports are generated
' almost everyday" addressing a va-
riety of utilization concerns.

With customization, a claims sys-
tem's capabilities can often be ex-
panded beyond those programmed
into its standard version,

For instance, Cascade was im-
Fressed with the DiMed software
when shopping for its system, but
wanted a product that also could

ML —r

manage salary information. "It
looked like it could do almost
everything we wanted it to, so we
asked them if it could do extra-
and it could," explains Ms. Collins.

The system, which now manages
salary information as well as
health, dental and long-term dis-
ability claims, has been "an excep-
tional tool for us," she says. She es-
timates the extra capability in-
creased the system's cost by about
$10,000 to a total of about $70,000,

This flexibility was one ot
DiMed's selling points: "The people
at CIC were really easy to work
with," she explains.

But despite the new emphasis on

Continued on next page

inflexible computer criteria.

But HealthCare COMPARE refers

as many as 40% of its cases to a consult-
ing physician. Review is careful. Case-by-
case. There's more compassion for the
patient. And at the same time, inore
concern for the payer's costs.

HealthCare COMPARE physician
involvement doesn't stop after hospital
admission. Our consulting physician
continues to confer with the patient's
physician. One result costly hospital
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data reporting and analysis, speedy
administration of benefit claims
still is the first thing that comes to
mind when some benefit managers
are asked about their system's ad-
vantages.

Southern Co. Services, for in-
stance, takes pleasure in how it was
able to reduce its per-claim turn-
around time to two weeks-from
up to five or six weeks-within two
months after the installation of the
Fastrack system, Mr. Smith says.

Encyclopaedia Britannica Inc. in
Chicago, which paid more than
$100,000 for a CHARLIE system, is
optimistic the system will make
claims processing for its 2,000 em-

stays are reduced from 800 days per

ployees "far more efficient, and
will give us a much faster turn-
around,” says Insurance Adminis-
tration Manager Royal Poggensee.

Cascade, too, touts the adminis-
trative benefits of its claims man-
agement system. DiMed has helped
the company reduce its per-claim
turnaround time to two to five days
from three weeks to three months,
and can perform in 15 minutes the
same defined benefit actuarial
studies that previously took three
days, Ms. Collins says.

The functions that benefit man-
agers can perform on an automated
claims system-either administra-
tive or reporting functions-de-
pend largely on the design of the

1,000 employees to 400-450 days.

With HealthCare COMPARE,

patients keep their own physicians.
There's no break-up of long-standing

relationships.

Because of our thorough monitor-

product, the identity of the vendor
and the type of setup selected.

The possibilites are so many that
few generalizations can be made
about the functions the systems can
perfornn.

Some benefit managers purchase
both hardware and software to
bring all claims administration
functions in-house. Some purchase
only the software, to be run on
compatible computers already on-
site. Others lease the software from
the vendor for a monthly fee and
tap into the vendor's mainframe
computer via telephone lines.

In the latter scenario, sometimes
utilization and data reports are
generated at the user's site and

reduces costs, too.

sometimes at the vendor's, where it
is then mailed to the benefit man-
ager.

Sometimes benefit managers
team up with colleagues at affi-
liated companies to make the pur-
chase of a claims management
more cost-effective.

Southern Co. Services, Georgia
Power Co. and Gulf Power Co.-all
subsidiaries of Atlanta-based
Southern Co.-jointly purchased
Dyer, Wells & Associates' Fastrack

system to administer their group
health claims in June 1984.

Fastrack is run off a mainframe
computer at Southern Co. Services,
and remote terminals were in-

stalled at all three of the user com-

When you compare us to the cur-

rent crop, you see we're the ones to pick.
Call or write Mr Lyn Fox, Director of

Marketing, HealthCare COMPARE,

730 Springer Drive, Lombard, lllinois

ing, patients can often leave the hospital
sooner to return home to their families.

And since patients are often respon-
sible for some of their own hospital bills,
they like the way HealthCare COMPARE

60148. (312) 932-7070.

Health@are

COMPARE

Therekno comparison
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panies. The initial cost to each of
the utilities was determined on a
pro-rata basis according to the
number of employees, so each com-
pany recouped its expense at a dif-
ferent time, explains Mr. Smith at
Southern Co. Services.

Most claims system users self-in-
sure the health benefits they ad-
minister in-house, but some em-
ployers with minimum premium
arrangements, like Encyclopaedia
Britannica, also self-administer
their claims with automated sys-
tems.

Britannica, whose minimum pre-
mium plan is underwritten by Eq-
uitable Life Insurance Society of
the United States, installed CHAR-
LIE about a month ago, replacing a
30-year-old manual operation.

And organizations with fully in-
sured benefit plans, like the Oregon
Education Assn., also have pur-
chased systems to self-administer
their claims. The OEA Choice Trust
administers the teachers’ medical
and vision plans on its CHARLIE
system even though the benefits
are fully underwritten by Pacific
Mutual Life Insurance Co.

Most claims systems that admin-
ister health and dental plans also
process vision claims, but these
claims are often treated as part of
the medical plan.

But these automated claims sys-
tems typically do not administer
pension and 401 (k) savings plans.
Vendors say the uncertainties of
corporate tax laws have been an
obstacle to designing efficient
401(k) modules.

Separate pension plan and 401 (k)
software is available, like EBAS
sold by National FSI Inc. in Dallas
and ImpleFacts sold by Erisco Inc.
in New York, while others are in
research or development by ven-
dors like California Interactive
Computing.

ImpleFacts, perhaps the biggest-
selling 401 (k) software product
made by an independent vendor,
can be used with claims systems
other than Erisco's ClaimFacts, but
about half the benefit managers
using ClaimFacts also use Imple-
Facts, Erisco says.

The inability of existing systems
to accommodate 401(k) and pension
functions has not been an obstacle
for most benefit managers, consul-
tants speculate. "One-stop shopping
is not that important to them," ob-
serves TPF&C's Ms. Maxie.

One reason there's been no hurry
to incorporate these features into
existing claims systems is that few
benefit managers have sought
them, consultants and vendors say.
Pension and 401 (k) plans often fall
outside the aegis of the employee
benefit department.

And when they are the depart-
ment's responsibility, they are fre-
quently handled by individuals
who have payroll or personnel re-
sponsibilities rather than benefit
responsibilities.

For example, Amway has used
QicClaim since September 1983 to
process medical, dental and vision
claims, but its pension plan is still
administered by Bankers Life Co.
in Des Moines, lowa, says Ms. Cook.

Few automated claims systems
address group life insurance, but
for employers that wish to adminis-
ter group life claims in-house, at
least one system may soon fit the
bill. C/G Data is in the process of
implementing life insurance claims
administration capabilities in its
FACTS system.

A small group of software ven-
dors now also tout systems that can
administer and provide data on
flexible benefit plans, often on per-
sonal computers (see story, page 3).

Flex plan programs represent
"the next major area that has to be
addressed by automated systems,"
says Clifford Wiesner, president of
C.R. Wiesner & Associates Inc., a
Walnut Creek, Calif., company that
recently began marketing a flex

plan module for users of its System
VvV benefit claims software. .
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Retirement responsibility

A FTER SEVERAL YEARS of congressional attacks natives to the Finance Committee's decision to limit tax
flon the scope and provisions of employee benefit deductions for IRA contributions only to those not cov-

plans, it's welcome news that the Senate Finance Com- ered by an employer-sponsored retirement plan

msurance®
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mittee has validated the importance of the plans - Reduce the tax-deductible contribution to IRAs Deputy Editor: Mark S Rosati (Chmago)
As we reported last week, the committee decided to for those covered by employer plans to $1,000 from the Managing Editor- James M. Burcke (Chicago)

ax tax breaks for contributions to Individual Retire- current $2,000

ment Accounts by employees covered under employer- « Or, limit tax-deductible contributions to IRAs by

sponsored pension plans partly because senators recog- those covered by employer plans to those in the new

nized that group plans attract more participation by 15% tax bracket.

more employees than IRAs (Bl, May 19) Either of these alternatives would mitigate the criti-
We are, however, sorry to see tax incentives for IRA cism of IRAs as tax shelters for the rich

contributions go Any tax incentive that encourages If IRAs are lost to employees as a tax-favored retire-

employees to save for retirement not only improves the ment savings opportunity, itt's up to employers to re-

likelihood that employees will retire with healthier in- spond to Congress's vote of confidence in employer-

comes but also serves to remind employees they share sponsored plans All employers should then develop

responsibility for retirement savings And, for those 401 (k) plans to provide workers with a tax-favored op-

employees covered by modest or Inadequate pension portunity to save for retirement

plans, IRA savings would be vitally important in re- While employer matching contributions enhances

tirement participation in 401(k) plans, even those employers that
Since the IRA option could be revived in the full cannot afford such contributions should at least offer

Senate or in conference committee, we offer two alter- employees the opportunity to save
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Tort reform should be prescribed in small doses

To the editor Is the property /casualty changing the rules, will throw the baby dle-America by trying to force govern-
business out of controP It must be The out with the bathwater Experience tells ment to clean up our own excesses Let us
president of the United States took time me that compromise needed to cap puni- remember that it is the public that con-
away from punishing Khadafy, bellowing tive damages would lead to molesting trols our future and not we theirs It was
at Ortega and posturing with Gorbachev McCarran-Ferguson Are the John Street we who cast aside underwriting in the
to address federal remedies for the habil- actuaries ready to predict who resides on soft market, not the consumers of our ser-
ity insurance crisis Pennsylvania Avenue until the >ear vices We must spend our energies antici-

Does the industry need federal legisla- 20009 | would much prefer to see how pating the 19905, not reacting to the 19705
tion to solve this crisis'i How much risk many legislators in 50 states could be con- We need to concentrate on our product
are the risk bearers willing to transfer to vinced to reform the system rather than development and not government inter-
federal legislationo How predictable is the the boys up on the Hill ference We need to concentrate on a
transferO Is federal tort reform more im- Some industry personnel say the only claims-made policy form for general lia-
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portant than the McCarran-Ferguson Act way to stress their point about tort reform bility and not federal legislation to cap Director of Communications: Ronnie | Drachman

that leaves the regulation of insurance is to prove to the consumer, legislators, jury awards At least claims-made has a
with our states? distributors and investors of the serious- better chance of successful predictability
| belive tort reform is necessary But, ness of the situation by this federal knee- than federal political whim
the reform should be performed slowly in Jerk legislation | find such tactics hard to | believe our problems today are no
increments of 50 states, rather than in one Justify Jury awards are out of control, but greater than those faced by management
dose Federal legislation of this magni- they did not crop up overnight They before us The tools, the experience, the
tude plays right into the hands of Ralph cropped up while Invisible bankers dis- wealth and the protections we have in the
Nader and J Robert Hunter, who want guised themselves as underwriters 19805 are far more sophisticated than
federal regulation of insurers | believe the present system, with those of our fathers Our data and com-
Certainly actuaries are having diffi- McCarran-Ferguson as the foundation, munication systems are vastly superior
culty predicting pain and suffering, Joint can deal with the crisis with visible un- We are in a business that must survive for
and several hability and punitive dam- derwriters in control Our industry has the freedom of this nation and civilization
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on the years of invoking the law of large num- pairment Judgment, the same as our pred-

| suggest that federal legislators, while bers to government, through McCarran- ecessors survived the Chicago fire, two
rguson, instead of being Naderize a wars and the San Frangisco earthq e

Just how concerned federal czar ]l:'?ns is part ofjt%e success ofd'FHe Insurance crisis of the mlc?-ﬁ]@%Os

not only the insurance industry but of need not be the industry's Vietnam Resist

are California lawyers? america federal tort reform, divide it by 50
Let us not squander our heritage by Phillip L. Woodall
To the editor | would be much more crying wolf so loudly or violating our own Service Officer
easily swayed by the argument that pas- basic principles Let us not destroy our in- Marine Office of America Corp
sage of California's Proposition 51 would dustry to save It Let us not alienate mid- Charlotte, N C

allow proponents to save money at the

vietim's expense if larger awards did not | S 'facts' booklet 'doth protest too loudly’

translate into proportionately higher fees

for the plaintiff's counsel (Bl, May 12) To the editor "Figures don't lie but crease is only the tip of the iceberg The
I recall reading an article in which Cal- liars can figure " real cost to the insurance buyer will prove
ifornia was cited as a state in which a trial The booklet, "Insurer Profitability- to be the cost of losses no longer insured

lawyer's fee could exceed the amount that The Facts," published by the Insurance Even though they are excessive and un-
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Can business contml
costsinlhe'8()s
withhealth insurance

designhed

inthe50s?

While times have changed, most health
insurance plans haven't.

Which is unfortunate.

Because today's complicated health
care cost issues demana modern, innovative
health care plans.

Introducing AMICARE

AMICARE is a new concept in health
care. It is a comprehensive medical plan
designed expressly to help business bring
down the high cost of medical benefits and
hold them down.Without shortchanging
employees on coverage.

AMICARE allows business to Derform
the difficult task of providing high quality
health care to employees while keeping
costs under control.

AMICARE was created by AMI, American
Medical International, one of the world's
leading health care companies. We own and

operate hospitals and health care centers
throughout the world. So we know how costs
can be controlled without sacrificing care.

The careful balance of

cost and care

While many health care plans control costs
by reducing benefits or by raising the deduct,
ible, AMICARE encourages employees to
help control costs by giving them incentives
to choose cost-effective options be»e care
is provided. Not only does this help your
dients manage costs, it also gives their

em*yees something they want-freedom

of cnoice m their health care decision.
Plus AMICARE offers further cost-control
through our outstanding utilization review

program.

You can recommend AMICARE
with confidence

We designed AMICARE togive yourdients
the best service possible. Our information
reporting system keeps them up-to-date with
monthly analyses of costs and daims. And

the AMICAREcomputerized claim system

makes sure their claims
are handled quickly

and efficiently
You'll find

ANMMICARE ___
representatives LIS
are trained

insurance

professionals. nt.

AMICARE

America's new health care plan

**AMICARE policies are insured by Fidelity Interstate Life Insurance Company, a subsidiary
of American Medical International, Inc. CAMI). Fidelity Interstate Life Insurance Com-
pany is solely responsible for the financial and contractual obligations incurred with the

AMICARE plan. © 1986 American Medical International.

They know the benefits business inside and
out. They're ready to respond with whatever
is necessary Whether it's helping you solve a
dient's problem. Or simply being responsive
to the needs of you or your dients.

A plan for today and tomorrow

AMICARE is cost competitive. But that's
just the beginning.

You can be sure AMICARE will remain
cost competitive in the future. Because we
will work with your clients to hold costs
down year after year with our uniquely
designed benefits programs.

Find out more about AMICARE

For more information about AMICARE
contad Francis L. Browning, Vice President,
Sales, AMI
Group Health
Services,
414 N.
Camden
Drive,
Beverlv

CA

90210.
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System choices

Continued from page 3
tants at some point along their road
to automation.

Often consultants are retained
only at the outset of the benefit
manager's journey toward comput-
erization. These benefit managers
want help identifying their partic-
ular needs to determine if such a
purchase is even feasible.

Such claims system feasibility
studies can cost about $5,000 and
take about one month to complete,
estimates Mary Lou Maxie, a con-
sultant with Towers, Perrin, For-
ster & Crosby in New York.

She says this is money well-
spent. "You really know this is
going to save money and you'll
know how much-it's no longer
just supposition," she explains.

"If we can help a company most,
it's probably right on the front
end," echoes consultant Curt Speed
at Hewitt Associates in Lincoln-
shire, Ill. "You have to thoroughly
determine why you want the sys
tem in the first place, what you
want it to do and what your long
term objectives are."

Other employers retain a consul-
tant to take them through the
project from start to finish.

Ms. Maxie estimates about half of
her consulting clients only want a
feasibility study, while the others
seek help all the way through the
system's installation and training.

Selecting an appropriate system
can sometimes be confusing with-
out help from consultants who
know the systems well, benefit
managers say. Wading through the
blur of system acronyms can be in-
timidating for the benefit manager
looking to distinguish one system
from another (see story, page 18).

Even sifting through marketing
brochures can be frustrating for the
unsuspecting benefit manager, Ms
Maxie points out.

"After you've read about 15, you
realize they all say the same thing,"
she says.

For example, two pamphlets may
tout the ability of their systems to
coordinate benefit payments, but
only one of the systems might do it
automatically, she explains. The
other might only catch a simultane-

ous source of benefit payments
after claim information is re-en-

tered.

"If you don't know anything
about claims systems, they're all
going to look the same to you,"
points out Allen DeGraw, director
of health management and national
accounts for Cost Care Inc., a utili-
zation review firm in Huntington
Beach, Calif.

A consultant familiar with bene-
fit claims systems "can spot a dog
automatically," suggests Mr. De-
Graw, who was until recently a
consultant with Kwasha Lipton in
Fort Lee, N.J.

But by turning to a consultant,
benefit managers needn't fear they
have committed themselves to
making a purchase. Consultants say
that some companies are best
served by an outside administrator
and are advised not to purchase an
automated system.

"We don't feel self-administra-
tion is right for everyone," says
Hewitt's Mr. Speed.

He notes that, among other
things, the conversion to self-ad-
ministration can create tense em-
ployee relations since the company,
no longer able to blame the denial
or delay of claims payments on an
outside administrator, must bear
the brunt of pressure from irritated
employees.

Whether benefit managers seek a
consultant's assistance for the dura-
tion of a project or only want a fea-
sibility study, they are advised to
do some work on their own before
they call in a consultant.

The benefit manager who does
not "sells himself short" by paying

a consultant to do preliminary
evaluations that could have been

done internally, Mr. DeGraw
points out.

Among the issues that benefit
managers can address on their own,
consultants suggest, are:

+ Budget constraints.

= The level of suppor: for the
project from top management.

- Whe:her both hardware and
software mur. be acquired or if ex-
isting hardware can be used.

- Whether the system will
solely be a claims-processing tool or
if data reporting and analysis
functions will also be required.

"The more homework that s
done, the better and more cost-ef-
fective a consultant will be," one
consultant advises.

But sometimes, when work re-
sponsibilities make pre-consultar-t
evaluations an impossible task,
benefit managers pay a consultant
to do what they simply haven't the

time to do.

As Mr. DeGraw puts it: "lI've
never me: a dumb benefit man-

:ger, but I've certainly met a num-
ber of overworked ones."

Once prelinirary determinations
of needs are made, shopping for :he
right system car begin.

Mr. DeGraw recommencs that a
staff member z hc will eventually
use the system be involved from
the start.

Others, like Gary Smart, direc-or
of marketing fcr California Inter-
avtive Computing Inc., a system
vendor in North Hollywood, Calif.,
suggest that a benefit manager also
be accompanied by a member cf his
or her company's data processing
or management information sys-
tem department. These defart-
ments might have to apErove the
purchase of : n automated claims
management sys:em.

When a company, like USAA, is
well-versed in 21: ims proDes:ing
and computer systems, vendors
prefer the benefit manager ap-
proach them directly, not with a
ccnsultant. Otherwise, they work

willingly and cooperatively with
benefit managers who are accom-
panied by consultants, vendors say.

Consultants and users almost un-
animously advise benefit managers
shoppir.g for a system to visit com-
panies whose self-administered
claims operation is already auto-
mated. There's no better source of
information than the experience of
another employer, especially if the
employer is of a similar size and
has a similar organizational struc-
ture, they note.

"Talking to users is the best way
:0 determine if the product you're
considering is going to meet your
particular needs," advises Barbara
Olson, manager of benefit adminis-
tration for the 15,000-member Ore-
gon Education Assn. Choice Trust.
The Tigard, Ore.-based trust se-
lected Benetics Corp.'s CHARLIE
system to administer its medical
and vision claims.

Adolph Coors & Co. in Golden,
Colo., also found it helpful to visit

users before selecting its claims ad-
ministration product.

After it had pared the pool 01
prospective vendors to two candi-
dates, Coors visited benefit manag-
ers using those products and found
"most of the users could tell us
where the weak points were and
what wasn't working well for
them," says Anne Marie Chavez,
insurance manager for Coors and
its subsidiaries.

Among the questions Ms. Chave,
says benefit managers should ask
other system users are:

* How professional are repre-
sentatives of the software vendor?

« Do they understand or express
concern for user problems?

Coors eventually selected Multi-
Claim, a system made and mar-
keted by Lawson Associates Inc. in
St. Paul, Minn.

Regardless of how they go about
making their purchase or what au-
tomated benefit claims administra-

Continued on nezt page
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Continued from previous page

tion system they finally select, ben-
efit managers will not be satisfied
with the system if they expect too
much too soon, experts point out.

"The most difficult thing to im-
plement is when they want every-
thing to happen overnight,” la-
ments one vendor.

Some benefit managers harbor "a
little too much optimism," says Cost
Care's Mr. DeGraw, who cautions
'benefit managers to approach their
fnew system realistically. "They
think it does more than what it
really does; it's still dependent on
people."

Coors' Ms. Chavez, who began
processing claims on MultiClaim
last June, warns benefit managers
that 12 months is not an unrealistic
length of time before a new system
can be fully implemented.

Training in-house claims proces-
sors and inputting data on already-
paid claims to produce a data base
created a claims backlog and

"really put a crimp in our produc-
tivity," she says.

Of the 111,000 claims handled by
Coors' processors on the Multi-
Claim system last year, 25% were
claims that had been paid before
the system was installed, she esti-
Inates.

"From here on out, it will be
smooth sailing compared to what
we've been through," she says.

Benefit managers are also ad-
vised to stay away from systems
with more functions and features
than they really need.

A small employer that buys a
system designed for a Fortune 500
company, can be "like having a
Ferrari on a street with lots of traf-
fic lights-you'll never be able to
get it up to speed to take advantage
of it," Mr. DeGraw says.

TPF&C's Ms. Maxie recommends
that companies consider a main-
frame system only if they issue at
least 2,500 benefit checks per

e mac— o m EFm —

Flex plan software

Continued from page 3

selling such programs include East-
ern Benefit Software Inc. of East
Orange, N.J.; Johnson & Higgins
BeneNet Consulting Group of New
York; and FLX Corp. of VValley
Forge, Pa.

While each of these companies’
systems has its own individual
characteristics, they offer the same
basic functions and limitations.

Consultants agree that a micro-
computer-based system cannot ef-
fectively administer a flex plan for
more than 5,000 employees, though
it is ideal for plans with 1,500 to
3,000 employees.

The systems also work best when
plan administration is centralized
in one location. Thus, employers
with far-flung operations may
want to consider a mainframe or
minicomputer, which can more
easily be accessed by remote
terminals in branch offices, consul-
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'In the past, it would always take months to get

the employee benefit statements. Personal

computers make it possible for a much faster

turnaround,' says Paul J. Backlund, a principal

consultant with The Wyatt Co. in Chicago.

tants point out.

Most of the PC-based flexible
benefits software packages run on
an IBM Personal Computer or com-
patible equipment. They require a
hard disk drive to provide storage
space for employee files, and a
nine-track tape reader is also nec-
essary. The tape reader allows a
personal computer to access and
provide information to mainframe
computers used by payroll services,
third-party administrators and in-
surance companies.

"With a nine-track tape drive,
300 employees can be loaded into a

-—-®EMPLOYERS REINSURANCE

Eighty feet away, the air's hot
enough to boil water. But you know
you have to get in a good fifty feet
closer than that. Just to do your job.

Sure, it's dangerous. But know-
ing how to handle the risk puts
you more than halfway there.

ERC has spent over 70 years
becoming very knowledgeable
about handling risk. And it's done
more than help us maintnin a Best's

rating of A+XY.

It's increased our nancial
strength. And given us greater
capacity. So from now on, we'U be
handling even more of the type of

risks we're best at.

Because we don't think we're

ready. We know it.

SEVS SK

Employers Reinsurance Corporation « 5200 Metcalf, Overland Park, Kansas 66201/Atlanta « Boston « Chicago - Columbus * Houston - Los Angeles « New York - San Francisco * Toronto

PC in three to four minutes," says
Edward J. Hughes, president of
FLX Corp.

A high-speed printer is also a
good idea, consultants say. It will
speed up the job of printing em-
ployee election forms during the
enrollment process.

The cost of this hardware typi-
cally runs from $15,000 to $20,000,
consultants say.

The flexible benefit software it-
self costs between $15,000 and
$80,000, depending on the level of
sophistication, the complexity of
the benefit plan and the amount of
training and support services in-
cluded in the price.

Once in place, the benefit man-
ager obtains a computer tape from
the system that administers the
company's payroll and loads that
information into the flexible bene-
fit software, Mr. Hughes says. This
allows the employer to set up an in-
itial data base for each employee.
Once these files are set up, the em-
ployer can input the enrollment
data from employee election forms.

Typically, the flexible benefit
software packages currently avail-
able will calculate benefit credits
and costs to employees, produce a
benefit summary for each em-
ployee, keep track of benefit trans-
actions and print employee transac-
tion statements.

The software will also print re-
imbursement checks and produce a
variety of reports for the employer.

Several of these systems will also
keep track of flexible spending ac-
count balances and verify eligibil-
ity.

One software package, produced
by FLX Corp., will also administer
401 (k) salary reduction plans.

Aside from price, consultants say
two of the most important advan-
tages of a PC-based flexible bene-
fits administration system is that
the system is user-friendly and can
be used directly by the benefit
manager and his or her staff.

"In the past,” Mr. Backlund says,
"it would always take months to get
the employee benefit statements.
Personal computers make it possi-
ble for a much faster turnaround,"
he adds, because the benefit man-
ager no longer has to go through a
vendor or an in-house data pro-
cessing department, he explains.

James Benefits' Ms. Crouse says
this control means that if employ-
ees come to the benefit department
with a question or problem, the
benefit manager has all the infor-
mation about the employee's bene-
fit choices at his or her fingertips.

Carl S. Swope, vp of Johnson &
Higgins BeneNet Consulting
Group, says benefit managers that
have used J&H's PC-based soft-
ware say this availability of infor-
mation is a major advantage of the
system.

"After our clients become accus-
tomed to the system, they use it as
much to respond to employee ques-
tions as they do to administer the
plan," he says.

Mr. Swope says the ability of a
PC-based system to provide the
benefit manager with instant access
to information was one of the pri-
mary reasons J&H decided to de-
velop flexible plan software that
would operate on a personal com-
puter.

"The tool is in the hands of the
users, rather than the benefit ad-
ministrator having to work
through" an in-house data pro-
cessing department or a vendor
that offers time-sharing arrange-
ments, Mr. Swope says.

Continued on net page
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The consultants also note that
unlike most main'rame and mini-
computer software, the flexitle
plan software on the market is user
friendly, meaning that it can oe
operated by people with no spec.al
computer training.

The Flex/Net :oftware devel-
oped by EBS is so Lser fr.endly thai
a person with little or no training
could "literally w:,rk through the
entire system," says Cinda J. Zar-
tee, director of marketing for EBS

Further, flexible benefit soft-
ware is typically menu-driven
consultants say.

National FSI

While advances in data storage make it possible
for a personal computer user to have access to

nearly as much data storage capacity as

minicomputer users, minicomputers can process

information from a large number of terminals.

This means that the system is
operated by selecting the desired
function from a menu of choices
shown on a computer terminal, Ms.
Cartee explains.

For example, the primary or
main menu of a typical flexible
benefits software package would

have choices like "employee enroll-
ment processing,” "employee
claims inquiry"” and "end-of-year
processing." The operator simply
selects one of the choices and the
software guides him or her through
the process, asking for information
such as employee identification

number or claim amount

In fact, Mr. Backlund says
Wyatt's software is so user-friendly
that it can be used as part of the
benefit communications process.
One of Wyatt's clients asked that
the system be modified so an em-
ployee can sit down at a terminal
and play with various benefit
choices to see how they would af-
feet the employee's pay.

Mr. Backlund says the employer
could have used the system to allow
employees to enroll themselves, but
they elected not to. "But the poten-
Cal was there," he says.

Wyatt is now working on a new
version of its software that will op-
erate in an interactive-video en-

vironment, he says. Such a system
would walk the employee through

the enrollment process using a spe-
cialized television screen.

Instructions and various benefit
choices would appear on the screen,
Mr. Backlund explains. The en-
ployee could input information and
select his or her benefits simply by
touching the screen. The computer
would show the employee the ef-
feet of such choices on his or her
compensation-providing immedi-
ate feedback.

After the employee completes
the process, a hard copy of the ben-
efit choices selected is printed out
for the employee, Mr. Backlund
says.

Wyatt is now trying to learn

» whether such a system would te

EBAS, thesoftware Ex letter-
perfect processing.

Because employee benefit plan administration requires
an extraordinary amount of recordkeepin® you need an
extraordinary system to effectively controi your benefit
programs. You need EBAS. Employee Beneftt Administra-
tion System from National FSI - the industry standard
in recordkeeping software.

EBAS easily automates all types of employee defined
contribution plans: 401(k), ESC)E TRASOE PmSOE stock
bonus, IRA, Keogh, thrift, and profit sharing. Ith a com-
prehensive system that handles any number of plans for
any number of participants. EBAS performs every rec-
ordkeeping task with ease - data collection, contribu-
tions, iorfeitures. regulatory testing, employee loans and
earning allocations. And EBAS provides all the reports
you need. from participant statements to administrative

summaries... and more.

EBAS iS designed to make processing easy for you. Ith
menu-driven, and features single keystroke processing to

speed and sim@fy plan administration. Plus, EBAS in-
corporates all the necessary edits and audit trails to

NATIONA

4501 West Mockingbird Lane ¢ Dallas, Texas 75209

ensure data integrity.

Like all FSI software systems, EBAS is available in-
stalled on IBM or Wang hardware. It is also available
through remote communications using timesharing. Or if
you prefer, our service bureau can provide a convenient
mail-in service to process your information.

Since 1971, National FSI has grown to become a
leading software company specializing in employee bene-
fit. pension, and investment systems. In addition to

SBAS, we offer:

PLUS, a system for recurring and lump sum pension

payments,

PAS, a participant accounting system for daily

shareholder recordkeeping,

And IPS. an investment analysis system to evaluate

portfolio performance.

Call or write Linda Hickman at National FSI to find out

how you can automate with EBAS. the software for
letter-perfect processing of your benefit programs.

- 214-350-0913

cost-effective and whether employ-
ers would view it as a valuable

benefit communications tool.

While personal computers have
many advantages for an employer
hoping to self-administer a flex
plan, consultants says that very
large employers often have no
choice but to use a mainframe- cr
minicomputer-based system.

The cost of flexible plan adminis -
tration software. for mainframe
systems is very high; mainframs
programs are usually customized
and can run into the hundreds cf
thousands of dollars

Software for minicomputers is
considerably less expensive.

For example, flexible benefits
administration software available
from Dyer, Wells & Associates of
Smyrna, Ga., that operates on a
VWang minicomputer is priced at
between $75,000 and $150,000, de-
pending on what the buyer wants
in terms of customization, training,
support and maintenance, explain:
Jay Hillerbrand, vp of financial
products.

Minicomputer hardware typi.
cally costs between $50,000 and
$150,000, consultants say.

While advances in data storage
equipment now make it possible for
a personal computer user to have
access to nearly as much data stor-
age capacity as minicomputer
users, minicomputers can process
information from a large number
of terminals and is much faster,
consultants note.

Dyer Wells also offers time-shar-
ing arrangements on its mainframe
computer, which runs software
similar to the minicomputer soft-
ware that it sells to employers. Sim-
ilar arrangements are available
from a number of health insurers.

Under a time-sharing arrange-
ment, a benefit manager would ac-
cess a vendor's mainframe com-
puter via telephone lines.

Mr. Hillerbrand says time-shar-
ing is a .low-cost, low-risk alterna-
tive" for smaller employers that
want to self-administer their flexi-
ble benefit plans.

But while, time-sharing arrange-
ments do eliminate the up-front
cost of purchasing a computer and
software, some users say a personal
computer is cheaper in the long run
and gives the benefit manager
more control over administration.

Even some companies with
mainframe computers say that a
personal computer is the most eco-
nomical way to administer a flexi-
ble benefits plan.

Chris Rodenkirchen, manager of
compensation and benefit planning
for IDS Financial Services in Min-
neapolis, says IDS considered de-
veloping its own software for its
mainframe computer, but found
that it would be cheaper to simply
purchase a PC and flexible benefits
software from a consultant.

Mr. Rodenkirchen says IDS also
considered a timeshare arrange-

ment, but decided against it be-
cause "we would be tied to a ven-

dor and because we wanted more
control over the system.”

IDS is currently using Wyatt's
Flex software to administer a flexi-
ble benefits plan for 3,000 employ-




System should serve user, not vice-versa

By DAVE LENCKUS

CHICAGO-A benefit manager
can easily fall into the trap of keep-
ing up with the Joneses when de-
signing an employee benefit infor-
mation- system, says Raymond B.
Werntz, director of employee bene-
fits at IC Industries.

But that temptation has to be
fought or the resulting system may
not be much help to the company
or its employees, Mr. Werntz says.

"A lot of people are enamored
with blinking lights and a glowing
screen without knowing what to do
with it,"” says Mr. Werntz, who is
trying to avoid those pitfalls as he
sets up a benefits data base system
at IC, a Chicago-based conglomer-
ate.

"It's really critical that the sys-
tem serves management needs, and
not the other way around,” Mr.
Werntz stressed. "The human mind
solves the problems; the computer
system just provides the informa-
tion.”

Today, after three years of plan-
ning and development, IC and its
consultant and actuary, Miller
Mason & Dickenson Inc. of Con-
shohocken, Pa., are implementing a
census information system to facili-
tate the administration of IC's ben-
efit plans. Specifically, the system
is designed to:

- Make the actuary's task of an-
alyzing IC's various benefit plans
less complicated, thereby ensuring
the accuracy of the analyses.

= Allow human resource per-
sonnel at IC subsidiaries to access
the system for employee benefit in-
formation, enabling each company
to better deliver benefit informa-
tion to employees.

- Enable IC subsidiaries to pro-
vide the system with benefit infor-
mation without switching over to a
centralized data processing system.

IC and its subsidiaries employ
more than 47,000 workers at ap-
proximately 200 plants nationwide.
Although the subsidiaries operate
autonomously from the holding

company, IC administers employee
benefits on a centralized basis.

Those benefits include an em-
ployee stock option plan, a 401 (k)
plan for the approximately 18,000
salaried employees and another for
the approximately 29,000 hourly
employees, 43 defined benefit pen-
sion plans, 150 disability plans and

250 health care plans, according to
Mr. Werntz=.

IC's subsidiaries include Huss-
mann Corp. of Bridgeton, Mo., a
producer of industrial refrigeration
equipment; lllinois Central Gulf
Railroad Co. of Chicago; Midas In-
ternational Corp. of Chicago, which
operates a chain of automobile ser-
vice shops; Pepsi-Cola General
Bottlers Inc. of Chicago; Pet Inc. of
St. Louis, a producer of consumer
food products; and Pneumo Abex
Corp. of Boston, a producer of aero-
space equipment and automobile
and industrial material and equip-
ment.

Miller, Mason & Dickenson is in-
timately familiar with IC's benefit
program. It has provided IC such
services as pension calculations;
401 (k) plan record keeping; com-
plete employee benefit statements;
and actuarial work for medical, life
insurance and other non-retire-
ment benefits for 20 years.

“The information we need is the
same the actuaries need,” Mr.
Werntz explained. "So, we get a
better quality of programming
using this approach.’

IC subsidiaries currently are
providing the consultant with the
necessary information on sala-
ried employees to load the data
system, and Mr. Werntz hopes
that the system will be opera-
.tional by the end of this year.
Once the system is loaded, Miller,

Mason & Dickenson will run all
of their benefit-related functions
against that data base.

Benefit information on hourly
employees will be fully loaded into
the system "a couple of years down
the road,” Mr. Werntz said. He ex-
plained that "collecting this infor-
mation is many times tougher”
than collecting information on sala-
ried employees because hourly em-
ployees are greater in number,
have a higher turnover rate, are
more dispersed and are covered by
more plans.

A major drawing card for install-
ing the system is "that it will make
analysis easier for the actuaries,”
Mr. Werntz noted. "In the past, we
used to supply that information out
of here. One month it would be on

401 (k) plans. One month it would

be on pension plans."

Chad Pearce, manager of soft-
ware development for Miller,
Mason & Dickenson in Consho-
hocken, agreed that the workload
for the consulting and actuarial
firm will be streamlined because
the consultant will be getting up-
dates on the various benefit plans
monthly, instead of annually as IC
previously provided.

Another reason the system will
be a welcome addition for Miller,
Mason & Dickenson is because of
recent and expected changes in
benefit accounting rules.

Mr. Werntz pointed out that
pension accounting rules are more
complicated this year because of
accounting rules changes the Fi-
nancial Accounting Standards
Board made last year. In turn, the

changes in FASB Statements 87
and 88 make analyzing benefit
plans a much more complex task,
he said.

The system will help the ac-
tuaries analyze whether to begin
applying the new pension account-
ing procedures this year or next
year, which is an option the FASB
has granted. "So, we need to do a
lot of analysis,” Mr. Werntz ob-
served.

Without this capability, both the
company and employees face po-
tential problems, according to Mr.
Wernt=.

For example, because of the new
pension accounting rules, the like-
lihood of making calculation errors
for pension funding purposes is
greater without a benefits data sys-
tem, he said. The consequences for

the company may include an im-
properly funded pension plan and
violation of securities laws.

And, for the employee, the mis-
calculation could be equally disas-
trous, Mr. Werntz noted: "What if
he makes a retirement decision
based on funds that don't exist?”

This use alone for the system
practically sold management on the
idea of implementing a benefits
data system, according to Mr.
Werntz. "Management was pretty
supportive, largely because we de-
monstrated what the data base sys-
tem could do must be done,” he
said. "A data base system isn't a
luxury-it's a necessity now."

In addition to the changes in the
pension accounting rules, Mr.
Werntz and his consultants expect
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IC Industries data system

Continued from previous page

that FASB later this year or sometime next year will adopt
additional changes in acc,unting rocedures for othei em-
ployee benefits. "In a couple of years, | don't understand how
companies will be able Lo eperate wishout this type of sys:em
with all the new accounting rules," Mr. Werntz observed.

Adm:nistratively, the system this year will allow each sub-
sidiary :o:

* Perform more sophisticated analyses of health care Ltili-
zation.

« Track 401 (k) plan participation by corporate entit.es to
determ:ne whether the plan discriminates in favor of highly
compensated employees at that Dompany

+ Calculate retirement benefits for employees planning
their finances for their retirement years.

Health care trends to oe :racked by the system are provided
by Aetna Life & Casualty Co. ef Hartford, Conn., whicn ad-
ministers claims under IC's self-insured benefit plans. Those
trends, which are loaded into the system monthly and broken
down by subsidiary anc worksite, detail the nature of c.aims
that employees are submitting, the hospitals at which shey are
seeking care and whether the care is being provided on an
inpatient or outpatient basis.

In the future, Mr. Wern:z expects that besides claim infor-
mation, the system will organize such data as absenteeism,
employee turnover and employee attendance in health pro-
motion sessions to help plants and divisions analyze whher
health education sessions are affecting employee health.

The system also will eventually let IC subsidiaries and their
division s perform such arialys.s as management succession
and other long-term planning. "It's kind of like an accorcian,”
Mr. Werntz observed. "It expands to get different reports de-
pending on how much data you p.it intc it.

Mr. Vierntz also views the system as important tool for edu-
eating employees about their benefits. ' Our ultimate goal is a
higher level of understand:ng and utilization of benefits."

Empliyees are concerned witn how useful benefjts ar€, so a
company needs to estahlish a us€ful benefit delivery mecha-
nism ttat communicatfas benefits and educates employees
how to use them, Mr. Werntz believes. "A data base is the
underlying system that del vers this Lnderstanding "

Even'.ually, the system will allow ea:,h employee to acoess
benefit information in complete confidence through touch-
sensitiv 3 computer terminals, Mr. Werniz said. For example,
an employee will be able to determine the current s:atus of his
or her 401(k) account or pension plar and project the arr.0-int
in those plans when the employef re:ctes retirement age.

"We'te a long way away from th:t, but that's what we're
hoping for," he said.

Oftfices in Boston * Chicago « Cincinnati « DaUas * Kansas City *
los Angeles o New York o San Francisco * St. Petersburg

In:he interim, human resource personnel at each subsidi-
ary w.11 be able to provide employees that information almost
instantaneously utilizing the benefit data system.

The system that IC and its consultant selected consists of:

+ A mainframe computer, DECsystem-2060, frcm Digital
Equipment Corp. of Marlboro, Mass. The mainframe is 10-
cated at the consultant's Pennsylvania headquarters.

« A general purpose data base management system-Sys-
tem 1022 by Software House of Cambridge, Mass.

« Personal computers-IBM PC/XTs from International
Business Macnines Corp. of Armonk, N.Y.-that allow human
resource personnel at each subsidiary to access the system.

Miller, Mason & Dickenson dealt directly with the pro-
dicers of the equipment and software in assembling the sys-
tem. It charges IC on a time-sharing basis for use of the main-
frame and the software. Each IC subsidiary purchases the
ncr.ber of personal computers it requires from :he consultant
and is responsible for training its personnel.

Mr. Werntz and Miller, Mason & Dickenson selected the
syiem primarily because of itS flexibility. To create a high
degree of flexibility, the consultant built human resource
functions on :op of a general purpose data base software sys-
tem, rather than using a pure human resource data base sys-
tem, Mr. Pearce noted.

Unlke a hi. man resource system, the benefits data base
system that ti: e consultant designed does not lock the user
in:o a finite n.imber of fields, or data buckets, he explained.

'Our approach gives you the greatest flexibility," he said.
"That way, if you need to expand the data base or use other
features of the data base management system, yoi can. Other-
wise, you're locked into the number of reports or the parame-
ters they've g_ven you" in a human resource system, he said.

For example, a pure human resource data base system may
nct allow a user to include more than 10 years of an em-
ployee's comensation history in the compensation data base,
:Ithough some benefit plans may require more than a 10-year
compensation history. However, IC's system allows the con-
su.tant to create an "unlimited" number of compensation
fields, Mr. Pearce said.

-n addition. compensation f.elds can be add€d to or sub-
traded from a compensation base more easily with an under-
lying general purpose data base system, he said. "You can
vefy easily customize the data base to a company': own re-
cuirements,"” Mr. Pearce explained, adding tha. "it's almost
imperative" to tailor each company's benefits data base. "Pen-
sicn plans at€ different. Insurance coverage is different.
Health and welfare areas are different.”

.Just as importantly for IC, their consultant designed the
system si eae subsidiary can feed the consultant pertinent
employee benefit information to load the system and update
the da-a monthly in the format produced by each subsidiary's

Cill us at the telephone number most convenient for you.
Los Angeles 213/642-1999 / 800/421-2022

own data collection process.

So, while some subsidiaries provide the necessary benefits
information on their employees through electronic tape pro-
duced by their own electronic data processing systems, other
subsidiaries without such sophisticated systems provide the
information on paper.

The alternative, requiring that the subsidiaries switch to a
centralized data processing system that could feed the benefit
system electronically, admittedly would facilitate data collec-
tion but would be inconsistent with IC's commitment to main-
tain the management autonomy of its subsidiaries.

"We like to observe the entrepreneurial spirit out there,"
Mr. Werntz explained. "So, we had to have a diversified mul-
tilayer system developed by someone who understood us."

Another alternative is providing plants and divisions of
subsidiaries the capability of directly entering the benefit in-
formation into the system through computer terminals. How-
ever, under that system, data is not subjected to enough
checks, Mr. Werntz noted.

Initially, the lack of a centralized data collection system to
load the benefit system and then maintain the information
through monthly updates concerned Mr. Werntz.

"That was a very serious concern,” he said. "The system is
only as good as the loading of data into it. It's kind of like a
Cadillac with an empty gas tank or a flat tire" when a data
system contains inaccurate or incomplete information.

To ensure the accuracy of data as it is loaded into the system,
Miller, Mason & Dickenson is performing a series of checks, or
data edits, of the benefit information as the subsidiaries provide
it. Inaccurate data that do slip through the cracks will be caught
through other checks performed during the monthly calcula-
tions of benefit plans, Mr. Pearce noted.

After the system is on line, those subsidiaries with sophisti-
cated EDPs will continue to use their systems as their main
benefits data base and tap into the new system only when they
need information-for example, to obtain the necessary infor-
mation to calculate an employee's pension plan benefits. Those
subsidiaries without sophisticated data processing systems can
use the benefit system as their main benefits data base system.

Mr. Werntz would not divulge the total cost of the system to
IC and said he has not worked out figures on the return on
investment in the system. "But, we know that it cost less than
if all of our companies did something on their own," he said.

The only problem that Mr. Werntz foresees is a "comfort
problem."” He observed that many human resource personnel
still are uncomfortable using such computers and utilizing the
information that a data system produces.

But, he believes that problem will be overcome. "The day
will come when the human resource people will be creating
new uses for the system," Mr. Werntz predicted. "That's when
I'll know | have been successful with the system.” .
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The Unionmutual Solution

The puzzle is this: How can you put together exactly the right
Long Term Disability coverage to best meet the individual needs
of your clients?

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

We're anticipating the need in LID. ,. .

16 put any puzzle together, you need to have all the right
pieces. At Unionmutual, we have those pieces. And we know
how to put them together to meet each of your client's needs.

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

Our L#esty/e Protectionsm LTD offers employers and their
employees more flexibility to meet their individual needs than
any other LID product. It allows employees to select the LTD
coverage most appropriate for their income-protection needs.

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

. .and your need for outstanding sales support
and client service.
There's no better tool to help you solve your LID puzzle than
up-to-date knowledge. That's why Unionmutual Sales Repre-

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

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

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

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

*Employee Benefit Plan Review, April 1985
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Union Mutual Life Insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance Co. of America, Portland, Maine 04122
(All states except New York)

Unionmutual Stock Life Insurance Company of New York, EImsford, New York
10523 (New York State only)
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User groups create troubleshooting network

By MEG FLETCHER

Vendor-sponsored support
groups for buyers of employee ben-
efit information systems can be an
indispensible aid for both the user
and the software vendor, both par-
ties say.

However, some warn that "user
groups" can amount to little more
than promotional tools used by
vendors to plug new products.

"If you purchase software with
no user group, you are out on your
own with no one to turn to but the
software vendor," explained
Deanna Hemmingstad, manager of
life and health programs for Van-
guard Insurance Agency Inc., a unit
of Allied VVan Lines that adminis-

ters benefits for employees of Al-
lied affiliates.

User group meetings also can
provide a network of sources that
help a benefit manager learn from
peers' experiences and avoid mis-
takes.

Participating in a user group is
"almost essential"” if a benefit man-
ager wants to avoid problems by
learning from others' experience,
said Joe Charles, director of em-
ployee benefits for Miami-based
Ryder System Inc.

"You can get a quicker answer
that will usually turn out right by
going to another user that has gone
through the experience," said Ms.
Hemmingstad, whose company is a
member of the QicClaim Client
Assn. Inc., a user group sponsored
by Oak Brook, lll.-based Resource
Information Management Systems
Inc.

The experience of members of a
user group also can provide norms
with which a benefit manager can
compare his staff's output. It gives
you "benchmarks from which you
judge your own group" in areas like
claims processor productivity, said
Mr. Charles, who participates in
UserFacts Inc. and ImpleFacts, two
user groups sponsored by New
York-based Erisco Inc., a Dun &
Bradstreet Corp. affiliate.

And a user group also can give a
benefit manager a stronger voice
with which to lobby a vendor for
system enhancements so the system
meets a user's changing needs.

In the future, user groups may
also provide EBIS users with a
common data base to compare their
company's individual claims expe-
rience, some vendors predict.

However, some user groups can
become merely a public relations
forum for a vendor to sell new
products, some say.

Employee benefit managers att-
tending meetings of such groups
may have to suffer through exten-
sive sales pitches and conference
sessions that don't meet their level
of expertise and be forced to field
basic questions from a vendor's
prospective clients. What's worse, a
benefit manager's complaints about
system performance may go un-
heeded.

But most user group members in-
terviewed by Business Insurance
give their groups favorable marks,
though they point out the groups
differ in many ways, including the
degree of autonomy from the ven-
dor, whether dues are charged to
users and the makeup of the
group's steering committee, which
oversees the group's activities.

User group members are typi-
cally brought together at annual
conferences-and occasionally re-
gional workshops-to discuss a
vendor's system and any improve-
ments that can be made to it.

Some vendors send members pe-
riodic newsletters and directories
that contain the names and ad-
dresses fellow members. Vendors
also survey the members to learn
what system improvements users
want and what topics the users

want covered at the annual confer-
ence.

Ryder's Mr. Charles notes that
the information gleaned from other
user group members can be invalu-

able.

At the first conference he at-
tended, he heard one benefit man-
ager complain that 50% of the ben-
efit payment checks processed on
his EBIS were returned. The prob-
lem checks, all of which were pay-
able to hospitals belonging to one
chain, were not being received by
the correct hospitals.

The reason for the foul-up: All
hospitals in the chain had the same
code number, so that the computer
could not differentiate between dif-
ferent hospitals.

Mr. Charles said he avoided the
problem by inserting a suffix at the
end of the code for each hospital to
distinguish individual facilities.

"A user group is only as good for
networking as you choose to make
it," said Vanguard's Ms. Hemming-
stad. "If you go there and don't talk
to anyone, you will get a lot less out
of the meeting."

In addition to talking to other
users, group members also let their
software vendors know their prob-
lems and their wishes for system
enhancements.

Some vendors, like Erisco, hold
an executive roundtable session at
user group meetings during which
any client can ask questions. "They
get to take all their shots," said
Cynthia Hodges, Erisco's manager
of marketing services.

About half of the new informa-
tion gleaned by a benefit manager
attending a user group meeting

comes from the sessions themselves
while the remainder comes from
contact with other users, said
Charles Racansky, manager of ben-
efits administration for Chicago-
based Montgomery Ward & Co. Inc.
and president of UserFacts Inc.,
Erisco's user group for its Claim -
Facts system.

A diverse user group that in-
cludes insurers and third-party ad-
ministrators as well as benefit man-
agers will broaden a benefit man-
ger's view as well as give him more

Continued on net page
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contacts, noted Philip Roller, exec-
utive director of Resource Informa-
tion Management System's user
group, QicClaim Client Assn. Inc.
While that advantages of a user
group to systems users is obvious,
the vendor also can benefit.
Montgomery Ward's Mr. Ra-
cansky said user groups offer ven-
dors an opportunity to keep their
clients happy and products timely
by providing market feedback.
"Users are on the firing line.
They see changes in the industry
and if you give them a forum, they
will relay it," said Resource Infor-
mation’'s Mr. Roller.
He noted two client workshops
were held last year to allow users to

critique software modules under
development that would help bene-
fit managers deal with benefit pre-
certification and preferred pro-
vider organization contracts.

Comments from clients, who at-
tended the workshops at their own
expense, were "absolutely essen-
tial" in determining the level of so-
phistication of the newly released
products, said Claire Luetkemeyer,
the company's product manager.

One specific change Resource In-
formation made following the
workshop was to add a third tier of
benefit parameters to help adjudi-
cate health claims that involve
PPOs.

Previously, the system had two
levels-one for benefits payable to

preferred providers and one for
benefits payable to all other pro-
viders. The new third level sepa-
rates payment of benefits to pro-
viders outside the employer's area.

The new tier would be used, for
example, in handling the claims of
an employee at a Des Moines firm
involved in a skiing accident in
Colorado who could not receive
care from a preferred provider.

The time and energy involved in
holding the workshop and altering
the product paid off, Ms. Luetke-
meyer said. "They are selling like
hotcakes.”

However, not all vendors think
user groups are indispensible.

Gary Smart, director of market-
ing for North Hollywood, Calif.-

based California Interactive Com-
puting Inc., said his company meets
clients' needs without offering a
user group.

CIC representatives answer cli-
ents' questions and pass their sug-
gestions on to system designers.
The company also issues a di-
rectory of all users and the types of
programs they have purchased so
clients can contact each other.

While benefit managers gen-
erally agree that user groups are
not merely forums for a vendor's
public relations efforts, they ack-
nowledge that group meetings in-
clude the presentation of new prod-
ucts, noting there is always the po-
tential that the meetings can disin-
tegrate into pep rallies for the ven-
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dor's products.

John Maher, manager of cost
containment for Ardsley, N.Y .-
based Ciba-Geigy Corp., said that
some vendors' user group meetings
he has attended are so much like
product pep rallies that his reaction
was, "Stop, already." But he said
that has not been his experience
with a user group to which he cur-
rently belongs, sponsored by
Bloomingdale, lll.-based Advanced
System Applications Inc.

ASA plans to devote only three
of the 19 sessions at this year's user
group conference to products, said
John Westby, ASA's advertising
and corporate communications
manager.

Vendor misuse of conferences
has not been a problem, remarked
John Cormican, director of data
processing at Hartford, Conn.-
based Phoenix Mutual Life Insur-
ance Co. and chairman of a user
group sponsored by Atlanta-based
Dyer, Wells & Associates. Besides,
"if the cycle is working properly,
we are just seeing something we
asked for."”

Aside from the overly promo-

tional conferences, user group
members also should be concerned

that conference sessions are neither
too simple nor too complex to meet
their needs, some user group mem-
bers say.

User group members also are di-
vided whether the vendor should
allow potential clients to attend a
conference.

Ms. Hemmingstad explained she
was able to attend Resource Infor-
mation's user group conference be-
fore her company had acquired a
software system and said she was
reassured by the comments she
heard about the system.

However, Mr. Cormican, who
belongs to the Dyer Wells group,
said: "We don't want prospective
clients coming to the meeting." He
explained prospective users "drive
people crazy asking how the system
works."”

And some user group members
feel that greater user group auton-
omy is necessary.

But with user group autonomy
often comes the need to generate
revenue that will pay for costs of
mailing surveys and organizing
meetings.

Of the five vendors surveyed,
only Erisco's UserFacts Inc. re-
quired dues-$200 per user an-
nually.

User group members typically
pay their own travel and hotel ex-
penses for annual conferences.
Members of most user groups also
pay a conference registration fee.

However, a few vendors help
members of user group steering
committees cover the costs of at-
tending committee meetings sev-
eral times a year.

For example, UserFacts gives
each steering committee member a
$500 travel allowance to attend
each of two steering committee
meetings annually. Also, Dyer
Wells has paid some steering com-
mittee expenses, mostly for the first
gathering of that group.

Some vendors, though, contend
it's best if group members pay their
own costs.

For instance, Resource Informa-
tion clients invited to review a new

product pay their own expenses. "It
means more to the clients to have

their input in the product develop-
ment than to save the air fare," said
Ms. Luetkemeyer.

Another factor user group mem-
bers should consider is whether the
steering committee reflects the
makeup of the user group. For in-
stance, some say if benefit manag-
ers make up a majority of the
group, this should be reflected on
the steering committee.

The importance of balancing
steering committee members to
make it representative becomes
more important as the membership
in the user group become more di-
verse, they add. -
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Wave of mergers, buyouts
hits system manufacturers

By STEVE TARAVELLA

It's no wonder if benefit manag-
ers are confused by the myriad of
employee benefit information sys-
tem names and acronyms. And, it
may be hard to figure out who sells
what system.

Over the past two years, there
have been big changes in auto-
mated benefit claims processing
systems, not the least of which is
the complexion of the providers
themselves: System manufacturers
have been swept up in the recent
wave of mergers and acquisitions.

"Everybody's being gobbled up.
Our competitors today all have dif-
ferent names than they did two

4

'Everybody's being gobbled up. Our competitors
today all have different names than they did two
years ago,' says a spokeswoman for Erisco Inc.
in New York, a leading software vendor that was
itself acquired by Dun & Bradstreet Corp.

years ago," says a spokeswoman for
Erisco Inc. in New York, a leading
software vendor that was itself ac-
quired by Dun & Bradstreet Corp.
in October 1984.

In several cases, insurance com-
panies have bought all or part of
system vendors to increase the ser-
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vices they can offer.

Notable changes in the benefit
claims system arena in the last two
years include:

« Advanced System Applica-
tions (ASA), a software manufac-
turer in Bloomingdale, Illl., pur-
chased CAS, the claims administra-
tion system arm of System Devel-
opment Corp. in Santa Monica,
Calif., last July.

CAS, however, is not to be con-
fused with another CAS, which is
the defined contribution record-
keeping system made by Cascade
Technologies.

SDC's system is now ASA's chief
product for corporate benefit man-
agers and has been renamed CAS
II. But that has no relationship to
SACS Il or SACS lll, claims system
software sold by SA Computer Sys-
tems in Salt Lake City.

< Equitable Group & Health
Holding Co; part of the Equitable
Life Assurance Society of the
United States, acquired ASA in
June 1985, making it a wholly
owned subsidiary.

At the time, ASA's chief product
was CAPS, a claims management
tool popular with insurers and
third-party administrators.

ASA continues to sell CAPS,
which has been purchased to date
by 30 administrators and three cor-
porate benefit managers. However,
CAPS should not be mistaken for
ACPS, Synergy Health System's
claims processing product.

« Erisco bought ACES, the com-
puter division of Noble Lowndes
International Inc. in New York
about two months ago. Benefit
managers may remember Noble,
Lowndes as the former Woodward
Ryan Sharp & Davis.

Erisco is trying to convert the
benefit managers who bought
ACES software to its ClaimFacts
product. ClaimFacts, of course, is
no relation to FACTS, produced by
C/G Data Corp.

In making this conversion, Erisco
may charge those benefit managers
a conversion fee, but will not
charge them for the new product,
says Erisco President Thomas J.
Garvey. "We want to minimize any
difficulty for those clients, and try
to make them satisfied ERISCO eli-
ents," he says.

* Benetics Corp., the Mountain
View, Calif., producer of the
CHARLIE claims system, entered
into a marketing relationship with
AT&T Information Systems.

The agreement calls for Benetics
to modify CHARLIE's software to
run on AT&T's 3B computers. The
new product will be targeted to in-

surers and other health care com-

panies that process a large volume
of claims.

- Dyer, Wells & Associates Inc.,
a leading benefit claims system
producer in Smyrna, Ga., was sold
last November to CIGNA Corp. by
its former parent, Information Sci-
ence Inc. in Montvale, N.J.

Dyer, Wells now operates as a
CIGNA unit, marketing its Fas-
track system to benefit managers.

« Travelers Corp. last December
purchased a 20% interest in Re-
source Information Management
Systems (RIMS), whose QicClaim
product is a major presence in the
benefit claims processing systems
s =——ar ket _ —



owtochooseyour
compan i

careplanwithout

becoming the rst
person to need it.

Choosing your company's health care plan can be a
painful decision. Sometimes, literally

Coming atyou from one side are your fellow employ-
ees. They want the best coverage out there. Or else.

On the other side, your boss. He wants to provide
great coverage, too. But at a price that's best for the
company

In this predicament, there's really only one way
to turn.

To Humana Care Plus. The health care plans from the
health care professionals at Humana. Created just two
years ago, we're already serving more than 7,800
employers.

Humana is ahealth care company Notonlyahospital
company And more than an insurance company That's
why we can do something no insurance company can.
Control hospital costs. And pass the savings along to
employers. And employees. Without sacrificing coverage.

Of course,you'll be getting more than just savings

with Humana Care Plus.
«umana Care

You'll also be getting
the best health care possible. At any one of the more than 185 Humana

Care Plus participating hospitals. In addition to Humana Hospitals, =
many other fine hospitals have joined us to form the nation's largest o oo LILLER AND PAGAN 1 INC.
integrated health care network. 1.0. No 23456789 1234
. GroupNo. 61701001 Coverage SINGLE
So why live dangerously? ClaimTel. 502 123 4567 v%lid 05 06 85
otinete, 502 123 4567

Get in touch with us right away — —_—
Write toWayne Bayi Director ofNational Accounts at i70. Box 1438, The health care plans hm

Louisville, Kentucky 40201. Or call(502) 580-1933. the health Cal,3 pr*ssionals.
And let Humana Care Plus protect everyone's interests.

Especially yours. «<uMhmana
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Directory of benefit system vendors

Advanced System
Applications Inc.

1 ASA Plaza, Box 385,

Bloomingdale, 111. 60108;
312-893-9055

Year founded: 1977.

Parent company: The Equitable
Group & Health Holding Corp.

Software products:

ASA/CAPS Claims Administration
& Payment System: unbundled hard-
ware and software; first installation,
1978; 33 total installations; functions in-
clude claim adjudication, eligibility de-
termination, plan creation, mainte-
nance and retrieval of claim history

and plan data.

ASA/CAS Il Claims Administration
System: unbundled hardware and soft-
ware; first installation, 1974 (acquired
by company in 1985); 24 total installa-
tions; functions include control of
claims calculation and payment pro-
cessing.

ASA/CAPSule Health Claims & Cost
Containment Reporting System: un-
bundled hardware and software; first
installation, 1983; 15 total installations.

Staff: More than 680 total employees.

Clients: 57 total clients.

Locations: Oak Brook, lll., Santa
Monica, Calif.

1985 gross revenues: $34.5 million;
88% from software, 12% from services.

Principal officers: John W. Blaney,
chairman/chief executive officer; J.
Allen Hufft, president/chief operating

officer; William J. Beutin, executive
vp/chief financial offiuer; Walter G.
Matos, vp-marketing-commercial in-
surance products division.

ATE&TINnformation
Systems Group

1776 On the Green, Room 3814,
Morristown, N.J. 07960;
201-898-6342

Year founded: 1986.

Software products:

AT&T TRIPLE OPTION Support
System: available in 1986; functions in-
clude group health claims processing.

Staff: 98,000 total staff members.

Locations: Offices nationwide

1985 gross revenues: Not reported.

Principal officers: Robert F. Allen,

chief executive officer-Information

Systems Group.

D

Benefit Administration
Systems Inc.

16 Knight St., Norwalk, Conn.
06851; 203-853-6584

Year founded: 1983

Software products:

The Administrator: $7,500; unbun-
dled hardware and software; first in-
stallation, 1984; 55 total installations;
functions include record keeping for
defined contribution plans, individual
retirement accounts and 401 (k) plans;
employer clients include Kollmorgen
Corp., Moran Towing Corp., Johnson
Pickford Associates, Greenwich Associ-
ates, M.W. Houck Inc., Magnetic Analy-
sis Corp.

Staff: 12 total staff members, eight
professional staff members.

Forthe Personallbuch in Group Insurance ...

Whenitcomes tolife, health,

dentalandlongtermdisability
Confederiition Lifegives

youmorethanafair shake.

---=_- tonfederation Life

Atlanta/Boston/Chicago/Detroit/Los Angeles/Philadelphia/Puerto Rico/San Francisco/St. Inuis

Clients: Total clients not reported;
95% with gross revenues under $200
million, 5% $200 million-$500 million.

1985 gross revenues: Not reported;
80% from software, 20% from services.

Principal officers: Paul H. Levine,
chairman; Robert L. Schwartz, presi-
dent; Gary Oberst, secretary.

BeneSon Inc.

P.O. Box 3530, Bethany, Conn.
06525; 203-393-0320

Year founded: 1982.

Software products:

Flexible Benefits Administration
System: $25,000; unbundled hardware
and software; first installation, 1984;
one total installation; functions include
administration of flexible benefit plans;

employer client is The Daily Press Inc.
Pension Calculations & Administra-

tion System: $30,000; unbundled hard-
ware and software; first installation,
1984; three total installations; functions
include calculation of pension benefits,
maintanance of employee data base and
printing of employee statements; em-
ployer clients include Chemical Bank,
U.S. Tobacco Co., Communications Sat-
ellite Corp.

401 (k)/Defined Contribution Record-
keeping System: $25,000; unbundled
hardware and software; first installa-
tion, 1985; two total installations;
functions include administration of de-
fined contribution plans, including
401 (k), thrift and profit-sharing plans;
employer clients include Peabody In-
ternational Corp., The Daily Press Inc.

Social Security Calculation System:
$500; unbundled hardware and soft-
ware; first installation, 1984; 50 total in-
stallations; functions include calcula-
tion of social security benefits.

Staff: Five total staff members, three
professional staff members.

Continued on page 22

How to use

EBIS listings

The first annual directory of
employee benefit information
systems includes companies
that produce and supply pro-
prietary software system prod-
ucts to company employee
benefits personnel in response
to their information system
needs. In addition, companies
that supply software products
used to communicate benefit
programs to 6mployees are
listed beginning on page 50.

Company listings begin with
the year founded and parent
company, if any.

Information on software
products follows. Included are
the average completely in-
stalled price, whether the soft-
ware and hardware are bun-
dled or unbundled, the year of
the first installation, the total
number of installations to date
and the functions the product
performs. A partial list of cli-
ent companies is also included
if reported by the vendor.

Information on staff, clients,
branch offices, 1985 gross rev-
enues and names and titles of
principal officers complete the
listings.

The directory is printed as
an editorial service; there is no
charge for companies to be in-
cluded. However, to be listed
companies were required to
complete a questionnaire pro-
vided by Business Insurance.

If you wish to be put on the
mailing list for the 1987 di-
rectory of employee benefit
information systems, please
write Marilou Jones, Directory
Editor, Business Insurance,
740 N. Rush St., Chicago, lll.
60611; or call 312-649-5279.

Although we make every
effort to publish complete and
accurate listings, Business In-
surance is unable to verify all

the information supplied by
the vendors.



Jack and Jill went up the hill
To fetch a pail of water;
Jack fell down and broke his crown

And Jill came tumbling after.

If Jaccfell down today,
you could process his medical bills,
contain all excessive c larges,
and complete 7 is claim in minutes.

If you have the DiMedTM system.

DiMed is the automated insurance
claims processing system that - in
addition to evaluating and processing
claims -"puts a lid" on medical costs
by spotting sources of waste. Even
erroneous claims that would automat-
ically be paid by competitive systems
are spotted by DiMed.

DiMed exposes the
true cost of paying 4
Jack's benefits
DiMed eliminates Z j
overpayments,
underpayments and
clerical errors for one or
all health care providers.
And it gives office
personnel an
"ENGLISH"capability
for generating ad hoc
reports on demand
without re-program-
ming the system.

DiMed is for
insurance carriers,
health maintenance organizations,
third party administrators, and
employers who self-administer their
plans. It is cost effective for organiza-
tions with only two workstations, and
may be incrementally upgraded to
meet the largest conceivable employee
base without discarding previous
software. In most cases, even
hardware investments can be

maintained.

Your control over Jack's claim

would be increased by DiMed's
powerful software

DiMed is a modular

ically carries out a series of tasks and
generates reports (in an unattended
mode). The on-line modules provide
real-time inquiries, special forms
development, and other user-inter-
active tasks. Optional modules provide
special functions, such as automatic
generation ofpersonalized form letters.
Other features are:
Menu-driven,
interactive data
entry. On-line
verification and
editing of entries.

Transaction-

driven file up-
1'< dates. On-

BN -

line verification of

eligibility coverage, 1, «- -

and/or claim status.
Fully automatic
computation of
claim payment,

system that is made up * based upon a rig-
of an integrated mix of orous interpreta- T

on-line and scheduled

processing program modules. The

scheduled processing portion automat-

tion ofplan coverage. .-.
Accommodates multiple plans,
coverage contracts, locations,

employee groups, etc. Prints checks,
drafts, vouchers, with explanations.
Table-driven for fast, flexible updating
of contract or policy
plan

, changes,
pro-
vider
files,

usual-

customary-
and-reason-

/ able rate files, etc.

4<nA Easityang:

' 22 Handles com-
plex strategies
(partially pending

) 7 claims, percentage

allocation of
liur- 4. payment to
diagnosis, treat-
ment, etc.). Pro-

vides a variety

of management
reports (actu-

farial data, work status reports, work
measurement reports, staffing, etc.).

Find out more today about how DiMed
will benefit not only you, but all your
Jacks (and Jills)

Call or write California

Interactive Computing, Inc.
12517 Chandler Blvd.,
North Hollywood, CA 91607,

' «(818) 985-2680

"(213) 557-2424.
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Continued from page 20

Clients: 56 total clients, 100% with
gross revenues under $200 million.

1985 gross revenues: $100,000, 100%
from software.

Principal officers: F.A. Saleh, presi-
dent; S.Y. Froebel, vp-systems develop-

ment.

Benetics Corp.
325 E. Middlefield Road, Mountain
View, Calif. 94043; 415-940-6300

Year founded: 1981

Software products:

Charlie: $140,000; bundled hardware
and software; first installation, 1983; 20
total installations; functions include
group health claims administration.

Staff: 47 total staff members, 35 pro-
fessional staff members.

Clients: 20 total clients; 60% with
under $200 million in gross revenues;
10% $200 million-$500 million; 25% $500
million-$1 billion, 5% $1 billion-$3.5
billion.

Locations: Hartford, Conn.; Chicago;
Miami; Los Angeles.

1985 gross revenues: Not reported.

Principal officers: H.F. Enright Jr.,
president/chief executve officer; Ken-
neth W. Jonker, executive vp,John L
Krakauer and Duane W. Roberts, vps.

Buck Consultants Inc.

2 Pennsylvania Plaza, New York,
N.Y. 10121; 212-279-4400

Year founded: 1916.

Software products:

Defined Benefit Recordkeeping: un-
bundled hardware and software; first
installation, 1976; functions include re-
cordkeeping for active and/or retired
plan participants.

Loans Plus: unbundled hardware and
software; first installation, 1984;
functions include administration of de-
fined contribution loans.

Bencal: unbundled hardware and
software; first installation, 1970;
functions include calculation of defined
benefit plan retirement benefits, in-
cluding Social Security.

Staff: 800 total staff members, 554
professional staff members.

Clients: 950 total clients.

Locations: Atlanta; Chicago; Dallas;
Fort Wayne, Ind.; Harmon Meadow,
N.J.; Honolulu; Houston; Pittsburgh;
San Francisco; Washington, D.C.; To-
ronto.

1985 gross revenues: Not reported.

Principal officers: William E. Gie-
gerieh, president/chief executive offi-
cer; John Seltzer, chairman.

California interactive

Computing Inc.
12517 Chandler Blvd., North

Hollywood, Calif. 91607;
818-985-2680

Year founded: 1977.

Software products:

DiMed: $200,000; bundled hardware
and software; first installation, 1979; 12
total installations, functions include
medical, dental, vision, billing, cost
containment, ad hoc reporting; em-
ployer clients include Lockheed Cali-
fornia Co., Lockheed Missiles & Space,
Oklahoma Natural Gas Co., Cascade
Corp.; TPA clients include Emett &
Chandler Self-Insurance Services Inc.,
Pacific Coast Administrators.

Staff: 50 total staff members, 30 pro-
fessional staff members.

1985 gross revenues: $5 million. 36%
from hardware, 53% from software, 11%
from services.

Principal officers: Jerry C. Buck-
ley, chairman/president; Robert Reis-
baum and Ralph M. Flygare, vps;
Dorothy H. Payne, director.

Cantor & Co.

9348 Santa Monica Blvd., Beverly
Hills, Calif. 90210; 213-859-7277

Year founded: 1982.

Software products:

PCMS: $15.000; unbundled hardware
and software; first installation, 1985, 100
total installations; functions include
tracking disability, benefits, patient
care; provider clients include City of
Hope National Medical Center, Kaiser
Foundation of Southern California.

Riskmap Risk Financing: $1,500; un-
bundled hardware and software; first
installation, 1983; 100 total installations;

functions include benefit funding
mechanisms and budgeting; employer
clients include The New York Times
Co., National Medical Enterprises Inc.;
other clients include Marsh & MclLen-
nan Cos. Inc. (Kansas City, Mo., office),
Rollins Burdick Hunter Co. (Portland,
Ore., office).

Riskmap Loss Forecasting: $1,500;
unbundled hardware and software;
first installation, 1984; 11 total installa-
tions; functions include forecasting of
frequency, severity and total cost of
benefit programs; employer clients in-
clude National Medical Enterprises Inc.,
Charter Medical Corp.

HMO Membership/Claims Manage-
ment System; bundled or unbundled
hardware and software; new product;
functions include management of mem-
bership and claims for HMOs.

Staff: Five total staff members, five
professional staff members.

Clients: 200 total clients; 25% with
gross revenues under $200 million, 60%
$200 million-$500 million, 10% $500 mil-
lion-$1 billion, 4% $1 billion-$3.5 billion,
1% exceeding $3.5 billion.

1985 gross revenues: Not reported.

Principal officers: Alan B Cantor,
president.

Cascade

Technologies Inc.
Suite 1500, Two Penn Plaza, New
York, N.Y. 10121; 212-244-3100

Year founded: 1985.

Software products:

Capital Accumulation System (CAS):
$20,000; unbundled hardware and soft-
ware; first installation, 1985; two total
installations; functions include record-
keeping, administration and communi-
cation of defined contribution plans.

Staff: Seven total staff members,
five professional staff members.

Locations: Westbury, NY.; Jersey
City, N.J.

1985 gross revenues: Not reported;
100% from software.

Principal officers: William E. Col-
gan, president; Frank J. Joicy and
Vigdis Austad, vps.

CC Systems Corp.
1200 Yankee Doodle Road, P.O.
Box 64668, St. Paul, Minn. 55164;
612-456-5940

Year founded: 1982.
Parent company: Minnesota Indem-

nity Insurance Co. Inc.

Software products:

RPS: available on time-sharing basis;
unbundled hardware and software;
first installation, 1983; 12 total installa-
tions; functions include analysis and
administration of medical, dental and
disability claims; TPA clients include
Benefit Plan Administrators; insurer
clients include Foremost Life Insurance
Co.; employer clients include Minnesota
Power & Light Co.

IPS: $90,000 for medical claims soft-
ware, $120,000 for all functions; bun-
dled hardware and software; first in-
stallation, 1986; one total installation;
functions include analysis and adminis-
tration of medical, dental and disability
claims, insurer clients include Ameri-
sure Insurance Co., Ruedlinger Insur-
ance Co.

Staff: 34 total staff members, 27 pro-
fessional staff members.

Clients: 13 total clients.
Locations: Lansing, Mich.; Kansas
City, Kan.; Houston; Cleveland.

1985 gross revenues: $3 million; 3%
from hardware, 7% from software, 90%
from services.

Principal officers: William C. Ell-

wood, president; Basil M. Pace, exeeu-
tive vp/chief financial officer; David F.
Walter, vp-information services; Diane
C. Collins, vp-technical services; Mark
FitzGerald, vp-sales.

The Commons

Management Group
10420 Little Patuxent Parkway,

Columbia, Md. 21044;
301-997-9292

Year founded: 1981.

Parent company: Parkside Health
Management Corp.

Software products:

Caseplex Business System: $10,000-
$25,000; unbundled hardware and soft-
ware; first installation, 1984; functions
include utilization and charge profiles,
admissions analysis, trend analysis,
program management analysis, simula-
tions and modeling, PPO negotiations.

Staff: Five total staff members, four
professional staff members.

Locations: Park Ridge, lll.

1985 gross revenues: Not reported.

Principal officers: Robert W. Co-
burn, president.

Continued on next page

Some benefits managers
collect health-care data.

We'11 show you how to use it.

We're Corporate Health Strategies, and our
service has helped employers better manage
health-care programs for years by making it
easy to organize, analyze, and act on health-

care data.

CHS's remarkable computer technology
is unique. And now through our Corporate
Health Analysis Package-CHAP TM-we're
making this service available to managers like
you to use on your own personal computer.

CHAP lets you access your company's data
base and compare it to our national data base
- the largest private-sector health-care data
base in the country-all case-mix adjusted.

You can simulate different medical and

dental plan changes using your company's

own data.

You can generate and print understandable
reports and color graphics instantly.

And if you need technical assistance, you
can call 1-800-FOR-CHAR

CHAP lets you conduct your own analyses.
Or if you prefer, our team of health-care

consultants will design customized studies and

prepare detailed reports for you. Either way,

we'll work together to study your health-care

problems and develop targeted action strate-
gies that address your specific needs.

Take the first step toward a lower health-
care bill. Call or send the coupon and we'll
arrange a demonstration for you.



Compass Consulting
Group Inc.

1750 112th Ave. N.E., Suite A-209,
Bellevue, Wash. 98004;
206-454-8328

Year founded: 1973.

Software products:

PROFILE/UR: $60,000; unbundled
hardware and software; first installa-
tion, 1982; 15 total installations;
functions include analysis of utilization
and costs of medical services, and iden-
tification of high-cost providers and pa-
tients.

PROFILE/GROUP: $20,000; unbun-
dled hardware and software; first in-
stallation, 1986; one total installation;
functions include analysis of medical
service costs.

Staff: 70 total staff members, 50 pro-
fessional staff members.

Clients: 16 total clients.

Locations: Berkeley, Calif.; Chicago-

1985 gross revenues: $2 million; 40%
from hardware, 60% from software.

Principal officers: Roger J. Collier,
president; Susan J. Fox and Gretchen
Engquist, principals.

d

Data Management
Ventures Inc.

P.O. Box 724258, Atlanta, Ga.
30339; 404-438-9193

Year founded: 1985.

Software products:

FEE FACTS-A Guide to Chiroprac-
tic/ Physical Therapy/Rehabilitative
Medicine Prevailing Fees: unbundled
hardware and software; first installa-
tion, 1985; 70 total installations;
functions include claims reference and
cost containment; provider/insurer cli-
ents include The Equitable Life Assur-
ance Society of the United States, Intra-
corp, State Farm Mutual Automobile
Insurance Co., Sentry Life Insurance
Co., Washington National Insurance
Co., John Hancock Mutual Life Insur-
ance Co.

Staff: Four total staff members, two
professional staff members.

Clients: 70 total clients; 77% with

gross revenues under $200 million, 10%
$200 million-$500 million, 6% $500 mil-
lion-$1 billion, 1% $1 billion-$3.5 billion,
6% exceeding $3.5 billion.
1985 gross revenues: Not reported.
Principal officers: Richard E. Olson,
president.

Digital Insurance
Systems Corp.

1998 Tewksbury Road, Columbus,
Ohio 43221; 614-488-2933

Year founded: 1985.

Software products:

Health Claims Processing System:
$40,000-$150,000; unbundled hardware
and software; first installation, 1985;
two total installations; functions include
health claims administration; HMO cli-
ent is Physician's Health Plan of Ohio;
TPA client is Leland A. Wolf & Associ-
ates.

Staff: Four total staff members, three
professional staff members.

Clients: Two total clients.

1985 gross revenues: Not reported.

Principal officers: Donald Demers,
president; Robert Fountain, vp.

Others use it.
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Dyer, Wells & Associates

2251 Lake Park Drive, Smyrna,
Georgia 30080; 404-432-5888

Year founded: 1977.

Parent company: CIGNA Corp.

Software products:

dw&a/Flextrak Flexible Compensa-
tion Software: unbundled hardware
and software; first installation, 1986; six
total installations; functions include ad-
ministration of flexible compensation
plans with cafeteria-style benefit pro-
grams.

dw&a/Fastrak Claims/Administra-
tion: bundled or unbundled hardware
and software; first installation, 1978; 50
total installations; functions include au-
tomation of medical, dental and disabil-
ity health claims processing.

Staff: 130 total staff members, 100
professional staff members.

Clients: Total clients not reported;
20% with gross revenues under $200
million, 20% $200 million-$500 million,
20% $500 million-$1 billion, 20% $1
billion-$3.5 billion, 20% exceeding $3.5
billion.

Locations: Atlanta.

1985 gross revenues: $8.5 million; 6%
from hardware, 50% from software, 44%

Tell me more about Corporate Health Strategies

and CHAR
Name
Title

Company

Address
City

Please send to:

Corporate Health Strategies, Inc.

State - Zip

55 Church Street, New Haven, Connecticut 06510

For immediate assistance, call (203) 789-2989.
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from services.

Principal officers: Jody Dyer,
chairman; Phil Fauver, president;
Richard McCrary, vp-sales.

Eastern Benefit
Software Inc.

200 Freway Drive E., East Orange,
N.J. 07018; 201-676-3333 or
800-524-0227

Year founded: 1982.

Parent company: W.S. Vogel
Agency Inc.

Software products:

CLAIM/NET: $30,000; unbundled
hardware and software; first installa-
tion, 1982; six total installations;
functions include plan administration,
claim processing, explanation of bene-
fits with checks, word processing, fi-
nancial and cost-containment report-
ing; employer clients include U.S. Trust
Corp.; TPA clients include Eastern
Benefit Systems Inc., Associated Insur-
ance Services, C.B.S. Inc., J. & L. Plans.

FLEX/NET: $15,000; unbundled
hardware and software; first installa-
tion, 1986; one total installation;
functions include automation of flexi-
ble spending accounts, generation of
election forms, transaction statements,
explanation of benefits, balance main-
tenance, eligibility verification; em-
ployer client is U.S Trust Corp.

ADMIN/NET: $15,000; unbundled
hardware and software; first installa-
tion, 1982; six total installations;
functions include tracking, sorting of
records for employee and department
data, history maintenance, generation
of management reports, bills and cover-
age statements; employer clients in-
clude U.S. Trust Corp.; TPA clients in-
clude Eastern Benefit Systems Inc., As-
sociated Insurance Services, C.B.S. Inc.,
J.& L. Plans.

Staff: 21 total staff members, nine
professional staff members.

Clients: Total clients not reported;
60% with gross revenues under $200
million, 30% $200 million-$500 million,
5% $500 million-$1 billion, 5% $1
billion-$3.5 billion.

Locations: Kansas City, Mo.

1985 gross revenues: Not reported.

Principal officers: William E. Vogel
and Antonio T. Lim.

Erisco

1700 Broadwav, New York, N.Y.
10019; 212-766-8500

Year founded: 1968

Parent company: Dun & Bradstreet
Corp.

Software products:

ClaimFacts: unbundled hardware
and software; first installation, 1980; 82
total installations; functions include
health claims management services;
employer clients include Borden Inc.,
Michigan Conference of Teamsters,
Dow Chemical Co., Montgomery Ward
& Co. Inc.; insurer clients include Un-
ionmutual Life Insurance Co.

ImpleFacts: unbundled hardware and
software; first installation, 1980; 82 total
installations; functions include record-
keeping for defined contribution plans;
employer clients include Chemical
Bank, Federal Reserve Bank, Conti-
nental Can Co. Inc., International
Paper Co., Eli Lilly & Co., Xerox Corp.

LoanFacts: unbundled hardware and
software; new product; functions in-
clude loan administration for defined
contribution plans.

Staff: 474 total staff members, 441
professional staff members.

Clients: 182 total clients; 37% with
under $200 million in gross revenues,
17% $200 million-$500 million, 11% $500
million-$1 billion, 17% $1 billion-$3.5
billion, 18% exceeding $3.5 billion.

Locations: Sacramento, Calif.; Sta-
ten Island, N.Y.; Union, N.J.

1985 gross revenues: Not reported;
86% from software, 14% from services.

Principal officers: Tom Barrea,
chairman; Pat D'Amato, vice chairman;
Thomas Garvey, president; Jeffrey
Sauerhoff, chief financial officer.

Fast Forward Inc.

129 Adams St., Louisville, Ky.
40206; 502-589-0301

Year founded: 1979.

Software products:
Forward Medical Claims Adminis-

Continued on page 24
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WOULD YOU SPEND $100,000

TO SAVE

A MILLION $

IN DISABILITY BENEFIT COSTS?

JOMS: Jacobs Disability Management System

N L

-—B

Tofindouthowtoachievesimilarresults wrteorcal Nora K. LE:wis-Manager, Marketing

230 West Monroe Street- Site 545-Cilicago. lllinois 60600+(312) 346-0155

THOMAS L. JACOBS
& ASSOCIATES, INC.

'i%11%T Ohio State

mtink,val .
Biue SNeld. insi,tance

Continl.ed from previois page

tration: $15,000; unbundled hardward
and software; first kstallation, 1980;
more -han 30 total installations,
functiois -nelude medical, vision and
disabili-y c-aims administration.

Forward Dental Claims Administra-
tion: $10,000; unbundled hardware and
software, first installation, 1981; more
than 15 total .nstallations; functions in-
clude dental claims administration.

Staff: 11 tosal staff members.

Clients: 250 total clients; 95% with
under 5200 million in gross revenues,
5% $200 mi_lion-$500 million.

1985 gross revenues: $2.1 million
total, 45% from hardware, 42% from
software, 13% from services.

Principal officers: Eugene Fair,
president; Edward Mudd, secre
tary/treasirer; Hume Morris Il, vp; Bill
Simpson, vp-marketing.

FLX Corp.

P.O. Box 913, Valley Forge Office

Colony, Valley Forge, Pa. 19481;
215-783-6112

Year fotnded: 1985.

Software products:
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150 insurance companies know PCS
is the #1 processor of prescription drug plans.

That's why they offer PCS as part of their
group insurance portfolio. Today, PCS processes drug
claims for over 65,000 groups covering over 10 million
people! Here are some reasons why:

» The PCS built-in cost containment and audit ng systems
are the industry standard,
» The PCS card offers high benefit visibility fo- a low cost.
* PCS is easy and convenient to use.
« PCS offers a network of over 56,000 member pharmacies.
« PCS offers plans throughout North America: the U.S., Canada

and Puerto Rico

PCS can help make you and your benefit portfo io #1.
Let us show you how. Please call or write:

Uu,CcO M

Blue Cross

Blue Cross.

Blue Shiedd. '

01 Arizona

Guardian

Am,Finty Tiansamert=-VIM

erliu lin:

YOUR COMPANY NAME

,m, YOUR COMPANY NAME
APPEARS HERE

PRE RIPTION DRUG PLAN

*sured by XYZ Ins.raxe Comonny
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1 HOMEM 1

HOME LIFE. Security Benefit
IINBURANCE Liie Insurance

COMPANY Company
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PACIFIC
mUTUAL

11 FSL

Security National ---
tife
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William H. Boucher/V. P., Sales & Marketing/Pharmaceutical Card S)sten Inc./9060 E Via Linda/Scottsddle.AZ 85258/602-951-4897

FLX: $30,000; unbundled hardware
and software; first installation, 1985; 11
total installations; functions include
record keeping for flexible benefit and
401 (k) plans; TPA clients include The
Buckman Van Buren Group, Com-
puter-Users Inc.

Staff: Five total staff members, three
professional staff members.

Clients: 11 total clients, 100% with
gross revenues under $200 million.

1985 gross revenues: Not reported.

Principal officers: Edward J.
Hughes, president.

g

Genelco Inc.

1600 S. Brentwood Blvd., St. Louis,
Mo. 63144; 314-962-2040

Year founded: 1973.

Parent company: General American
Life Insurance Co.

Software products:

Health Benefit Management System:
$55,000; bundled hardware and soft-
ware; first installation, 1983; six total
installations; functions include adjudi-
cation of medical claims; insurer clients
include Liberty Life Insurance Co.,
Life of Indiana Insurance Co.; employer
clients include Missouri Forest Prod-
ucts Assn.

Group Benefit Administration Sys-
tem: $20,000, bundled hardware and
software; first installation, 1984; four
total installations; functions include
billing and collection of group benefits;
insurer clients include Liberty Life In-
surance Co., Life of Indiana Insurance

Co.; employer clients include Missouri
Forest Products Assn.

Staff: 122 total staff members, 24
professional staff members.

Clients: Six total clients; 17% with
gross revenues $200 million-$500 mil-
lion, 17% $1 billion-$3.5 billion, 66% ex-
ceeding $3.5 billion.

Locations: Denver, Philadelphia,

1985 gross revenues: $1.8 million;
20% from hardware, 60% from software,
20% from services.

Principal officers: David B. John-
son, president; Russell E. Kortie, execu-
tive vp.

GENESYS Software
Systems Inc.

20 Ballard Way, Lawrence, Mass.
01843; 617-685-5400

Year founded: 1981.

Software products:

GENESYS Defined Benefit System:
unbundled hardware and software;
first installation, 1975; 101 total installa-
tions; functions include multiple plan
accounting, user-defined vesting calcu-
lations, prior service detection, eligibil-

ity determination and actuarial inter-
face.

GENESYS Defined Contribution
System: unbundled hardware and soft-
ware; functions include 401(k), ESOP,
flexible benefit, thrift and savings plans
administration; includes history track-
ing of accounts.

Staff: 100 total staff members, 80
professional staff members.

Clients: 450 total clients; 10% with
under $200 million in gross revenues,
25% $200 million-$500 million, 35% $500
million-$1 billion, 20% $1 billion-$3.5
billion, 10% exceeding $3.5 billion.

Locations: Long Beach, Calif.; Hous-
ton; Oak Brook, lll.; Columbus, Ohio;
Dallas; Hackensack and Marlton, N.J.

1985 gross revenues: $2.73 million,
100% from software.

Principal officers: Lawrence Mun-
ini, president; Robert Pomerleau, senior
vp-finance; Arthur Willner, senior vp-
development; Michael Miller, vp-mar-
keting; Lloyd Birns, vp-sales; Linda
Koski, vp.

h

A.S. Hansen Inc.

1417 Lake Cook Road, Deerfield,
111. 60015; 312-948-7400

Year founded: 1930.

Software products:

Social Security Calculation System:
$3,000 for mainframe, $795 for personal
computer; unbundled hardware and
software; mainframe, 12 total installa-
tions; personal computer, 75 total instal-
lations; functions include Social Secu-
rity benefit calculations and estimates.

Benefit Calculation System: $35,000
and up; unbundled hardware and soft-
ware; seven total installations;
functions include defined benefit pen-

Continued on page 26



THE GROUP HEALTH
AND LIFE PUZZLE

TheUnionmutual Solution

The challenge is how to provide your clients with group
health and life plans that balance the need for quality cover-
age with the need to manage benefit costs.

Unionmutual has the solution. We offer a range of group
health and life products with enough plan design flexibility
to allow you to put together the right benefits package for
each of your clients.

in Medical. . .

Unionmutual was one of the first to stress prevention as
a key to controlling healthcare costs, a challenge we're com-
mitted to meeting. We offer a wide variety of plan design
options-ranging from employee bill audit to utilization
review-to let you design a plan with as much, or as
little, cost management as needed.

In Dental...

Our dental plans are built around the same concept of
prevention as our medical plans. By encouraging prevention
and promoting good dental health, our plans help reduce
the likelihood of more costly procedures.

In Life. . .

16 provide you with maximum flexibility, we recently
added Lifestyle Protection, innovative employee paid group
life, to our portfolio of group life products. Now you can meet
your clients' needs with basic or supplemental group life,
payroll deduction group life or a combination plan.

And for your clients who want to share the risk and pocket
the savings we offer a range of funding options.

Outstanding Sales Support and Client Service
Our sales reps are up-to-date on marketing trends, legis-
lation, and new products to help you structure the best plan
for each of your clients. We assign one Benefit Specialist to
each case to provide prompt, personal and comprehensive
attention. And each of our local offices has a client service
staff to provide ongoing assistance whenever you or your
clients need them. Providing you with the highest quality
products and services is part of our UNUM commitment
to excellence.
For more information on Unionmutual's group health
and life products, contact your local Unionmutual office.
Group health and life. A group of UNUM products.

Unionmutual

The ummi commitment to excellence™

Unionmutual Stock Life Insurance Co. of America
Portland, Maine 04122
(All states except New York)

Unionmutual Stock Life Insurance Company of New York
Elmsford, New York 10523

(New York State only)
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about PREPAID
LEGAL INSURANCE.

A Special Portfolio
Forlnsurance

Professionals ...

Write for it...its FREE!
Learn how you can expand your f

Ghup Accounts..and.stay a ful

Prepaid Legal Insurance from

Midwest provides you with an 1
added group program That will
complement the life and health plans you
already service.
lir-ay,j/"p*, Midwest Legal Services, Inc is now the
administrator for Midwest Mutual Insur-
ance, the leader in underwriting Prepaid
Legal plans.
Dke agoodlook at this rapidly growing

- areaofprotectionfortheAmericanfamily...
WRITE OR CALL:

Wesley T Graham, President or
Deborah:Stuber, Dir. ofAdministratior
Midwest Legal Services, Inc.

450 Capital Square

.. Des Moimes, LA 50309

1/800-247-4184
(in IOWA, (515} 246-1200)

|

#Rm

/4 D

,Continued from oage 24
sion calculations

Staff: 650 total staff members, 475
professional staff members.

1985 gross revenues: Not reported.

Principal officers: Larry M. Fisher,
chairman/chief executive officer; Ste-
ven W. Fargason, vice chairman;
Howard F. Lund, president/chief oper-
ating officer; James E. MeGarry, execu-
tive vp-finance'administration; Philip
G. Henderson, senior vp.

Health Systems

100 Broadway, New Haven. Conn.
06511; 203-562-2101

Year founded: 1968.

Software products:

Medical Claims Monitoring System:
unbundled hardware and software;
first installatic n, 1984; 35 total installa-
tions; functions include cost contain-
ment through financial and clinical
evaluation of hospital claims; insurer
clients include Travelers Insurance Co.,
CIGNA Life Insurance Co

HSI Coder: unbundled hardware and
software; first installation, 1986; six

N
I AN

WERICAN

total installations; functions include
conversion of medical terminology into
International Classification of Disease
codes.

HSI CPT Grouper: unbundled hard-
ware and software; first installation,
1984; seven total installations; assigns
diagnosis-related groups using Interna-
tional Classification of Disease codes
and current procedural terminology;
clients include Health Care Financing
Administration, CIGNA Life Insurance
Co., Massachusetts Mutual Life Insur-
ance Co.

Clinical Claims Editor: unbundled
hardware and software; first installa-
tion, 1984; 15 total installations;
functions include identification of clini-
cal conflicts between diagnosis, proce-
dures, age and sex that result in ineor-
rect diagnosis-related group assign-
ments.

Utilization Management System: un-
bundled hardware and software; first
installation, 1985; 40 total installations;
functions include concurrent review
for the purpose of reducing patient
length of stay.

Staff: 80 total staff members, 70 pro-
fessional staff members.

Locations: Los Angeles.

1985 gross revenues: Not reported.

Hewitt Associates

100 Half Day Road, Lincolnshire, 111.
60015; 312-295-5000

Year founded: 1940.

Software products:

FlexSystem Timesharing: $25,000-
$100,000; bundled hardware and soft-
ware; first installation, 1983; 50 total in-
stallations; functions include enroll-
ment, administration and spending ac-
count recordkeeping for flexible bene-
fit plans.

FlexSystem PC: $25,000-$100,000; un-
bundled hardware and software; first
installation, 1985; 20 total installations;
functions include enrollment, adminis-

| tration and spending account record-
keeping for flexible benefit plans.

FlexSystem Mainframe: unbundled
hardware and software; first installa-
tion, 1986; functions include enrollment

, and administration for flexible benefit
' plans.

Pension Administrator: unbundled
hardware and software; first installa-
tion, 1982; 21 total installations;
functions include pension administra-
tion with data maintanance, pension
calculations and reporting; mainframe
and personal computer versions are
available.

Social Security Cal'culator: main-
frame. $4,000; personal computer, $500;
unbundled hardware and software;
first installation of mainframe, 1979;
first installation of personal computer,
1984; 30 total mainframe installations;
160 total' personal computer installa-
tions; functions include calculation of
social security benefits for pension and
pre-retirement counseling.

Hewitt Associates Plan Accounting
System: $150,000-$500,000; unbundled
hardware and software; first installa-

, tion, 1973; 177 total installations;
functions indude record keeping for
defined contribution plans, including
401 (k), thrift, savings, profit sharing
and employee stock ownership plans.

Staff: 425 total staff members, 325
professional staff members.

Locations: Atlanta; Rowayton,
Conn.; Santa Ana, Calif., The Wood-
lands, Texas; Boston; Chicago; Dallas;
Dayton, Ohio; Denver; Detroit; Hous-
ton; Los Angeles; Milwaukee; Minneap-
olis; New York; Phoenix; St. Louis; San
Francisco; Seattle; Tampa, Fla.

1985 gross revenues: Not reported.

Principal officers: Peter Friedes,

chief executive.

The Human Resource

Management Group
of Alexander &
Alexander Inc.

1185 Ave. of the Americas, New
York, N.Y. 10036; 212-575-8000

Year founded: 1898.

Parent company: Alexander &
Alexander Services Inc.

Software products:

ALEOORP: available on time sharing
basis only; unbundled hardware and
software; first installation, 1974;
functions include Social Security and
benefit calculations, data collection list-
ing, deterministic and stochastic valua-
tion forecasting, payout projections,
data management and preparation rou-
tines, pension valuations, actuarial gain
and loss by source, asset return fore-
casts.

Staff: 850 total staff members, 600
professional staff members (U.S. only).

Clients: 566 total clients.

Continued on page 28
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Contn Jed om page 26 Software products. 5% exceeding $35 btilion
Locations- Atlanta, Baltimore, Bos- Payrol_/Personnel/Flex Com /Ben- cations Buringame, 2 311 Oak
ton Cltcd% Cleveland, Dallas. De- efits-IBM $175,100, unbundled hard Brook Il Dallas, 4"an ta
troit Fair Lawn,NJ. Houston, Los ware and software, first instal ation, 5 gross revenues $2587 n 11ion,
Angeles, aneapolls Ph|IadeIph|a 1965,1,000 total installations, furctions 62% from software DE% from services
Pittsm-rgt. Richmond, Va, St Louis, in¢lide payroll, personnel, flexible Principal officers John Rade, Fres-
San rrare’sco, Tampa, Fla compensetion anc benefit applications ident, Dan Feder-nan, pre,ident-solt-
1965 gross revenues: More than $2 5 PayrolI/Personnel/Benefits -WANG ware division, Gu> C.lanert, pres d€rt-

mil_i ,r, 100% from services
0, bundied h ré%a nd soft- e divisjon, Michael Jirgensen,
Principal officers A M D'Alessan- ware, %rsq Instal.ation q é%?ctal in- IYf"\nanmal offizer 9
dro uhief executive officer, Donald staliations, functlons 'include payroll,
Clevs:land chief operating officer, E J personne__ and benefit applications
Rudzlrski Eugene W Teal and Joseph Pension Administration System-IBM

R Zett, diT ision directors $65,000, inbundled hardware and soft-
ware, first instal ation, 1965,85 total in-

Insurance Software
Packages Inc.

5118 N 56th St , Suite 260, Tarrpa,
Fla 33610, 813-621-6069
Year founded- 1985
Staff. 245 to-al staff members, 60 Software products.
professional stat members Health 3enefits Managemen- System
Clienis- 800 total clients, 50% with 525,000-$30,000 plus lardwdre, u -tban-
gross revenues Lnder $200 million, 20% dled hardware and software lear of
$200 mill on-$500 million, 15% $500 mil- iirst installation, 1935, five tctat Instal-
hon-$1 billion, 1C% $1 billion-$35 billion, lations, functions nelude el¥grbility ial-

1 stallatiors, functions include pension
administ-ation

Information Science Inc.

95 Chestnut Ridae Road, Montvale,
N J 07645, 201-591-1600

Year founded 1965

S*« PRUDENTIAL RE.
BECAUSE
WHEN YOU"RE SOLID
YOUENDURE

4"1<,5

In today's market, you shou dn't
have a grain of doubt that your
reinsurer is in it for the long naul
In fact, concern about stability
has become the most important
factor in selecting a reinsurer
Which is why you should

consider Prudential Re

We've earned a worldwide
reputation as a reinsurer who has
the resources to provide financial
security

Prudential Re Because nothing
is more solid than the Rock

The Rock in Reinsurance

Prudential Re
A Subsidiary of The Prudential *

Insurance Company of America

A#/4.=4
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idation, benefit calculation, check issue,
err plcyer clients include National Fruit
Products Co, provider clients include
N€braska Methodist Hospital. Halifax
Medical Center

Staff. 12 total staff members, eight
professional staff members

Clients- Five total clients, 100% with

under $200 million in gross revenues
Locations Warren, N J

Software products:

Jacobs Disability Management Sys-
tem (JDMS) unbundled hardware and
software, first installation, 1984, seven
total installations, functions Include
employee benefits and disability ad-
ministration, employer clients include
Illinois Bell Telephone Co, Wisconsin
Bell Telephone Co , Supermarkets Gen-

1983 gross revenues- $300,000,100% eral Corp, Federal Express Corp, in-

from software

surer clients include Life Insurance Co

Principal officers- A Allan Ma- of the Southwest

chesney, president

Thomas L. Jacobs &

Associates Inc.
230 W Monroe, Suite 545,
Ch cago, 111 60606, 312-346-0155

Year founded 1915

Staff- 35 total staff members, 29 pro-

fessional staff members

Clients 106 total clients, 10% with
gross revenues under $200 million, 10%
$200 million-$500 million, 10% $500 mil-
lion-$1 billion, 30% $1 billion-$35
billion, 40% exceeding $35 billion

1985 gross revenues. $1 79 million,
50% from software, 50% from services

Principal officers: Richard A
Lewis, president, Richard H Wille and
James E Roman, senior vps

-'3 James Benefits

2614 South, 1935 West, Salt Lake
City, Utah 84119, 801-973-7300

Year founded- 1960

Parent company Fred S James &
Co Inc

Software products

ACT Il unbundled hardware and

software, first installation, 1980, nine

44| total installations, functions Include ad-

O .-.h +

kY,701-

ministration of medical, dental, flexible
benefits, vision and disability claims

PC FLEX unbundled hardware and
software, first installation, 1984, four
total installations, functions include ad-
ministration of 125(g) plans

Staff. 650 total staff members, 160
professional staff members

Clients 13 total clients, 23% with
under $200 million in gross revenues,
15% $200 million-$500 million, 16% $500
million-$1 billion, 8% $1 btllton-$35
billion, 38% exceeding $35 billion

Locations Albuquerque, NM, At-
lanta, Boise, ldaho, Denver, Houston,
Milwaukee, Phoemx and Tucson, Ariz,
Pittsburgh, San Francisco and Tustin,
Calif,St Louis

1985 gross revenues: Not reported,
10% from hardware, 20% from software,
70% from services

Principal officers Terry Nofsinger,
president, David Olson, executive vp-
marketing, Carvel Whiting, vp-data
processing, Lane Summerhays, senior

vp-finance, Dennis Burge, senior vp-
administration

Johnson &

Higgins.BeneNet
Consulting Group

95 Wall St, New York, N Y 10005,
212-701-7500

Year founded: 1845

Software products:

BeneNet-Benefits Administration
System $42,000, unbundled hardware
and software, first installation, 1984,25
total installations, functions include ad-
ministration of benefit plans, including
cafeteria plans and flexible spending
accounts, employer clients include
Richardson Independent School Dis-
trlet, National Bank of Georgia, pro-
vider clients include Health Care Inter-
national, Barnes Hospital

BeneNet Recordkeeping System
$50,000, unbundled hardware and soft-
ware, first installation, 1986, functions
include recordkeeping for defined con-
tribution plans, including loan adminis-
tration and automatic data processing
testing

Star WR17 $20,000, unbundled hard-
ware and software, first installation,
1986, functions include compensation
administration and reporting

Staff 30 total staff members, 25 pro-
fessional staff members

Clients- 25 total clients, 20% with
under $200 million in gross revenues,
32% $200 million-$500 million, 32% $500
million-$1 billion, 8% $1 billion-$35
billion, 8% exceeding $3 5 billion

Locations. Princeton, NJ, Los An-

- geles

8*

1985 gross revenues: $1 5 million,
90% from software, 10% from services

Principal officers Robert Vv
Hatcher Jr, chairman/chief executive
officer, James G Harlow, vp/director,
Carl S Swope, vp-BeneNet Consulting
Group

K

Kwasha Lipton

P O Box 1400, Fort Lee, N J
07024-1400, 201-592-1300

Year founded 1944
Continued on page 30
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If you're waiting up
- to 6 months for your
international
employee benefits
experience reports,
you're waiting too
*7)11 long. Much too long.
- Now you can get
your international benefits and claims
reports in under 90 days. With TOGAS,
the computerized multinational benefits
administration system, only from AIG.
TOGAS compiles your reportsfast. It
enables you to monitor the activity of
your plans in the over 130 political
jurisdictions worldwide in which we

film

operate. To help you make timely,
critical decisions regarding the
operationofyourplans.

AIlIG, through ourGroup Management
Division (GMD), is first to offer com-
puterized administration and report-
ing for your worldwide benefits plans.
Aren't you glad someone finally is?

Learn more. Call Mr. C.C. Gamwaell

111, Vice-President in New York at (212)
770-5060. Or call your nearest AIG
membercompanyregionaloffice:

Chicago-(312) 930-5317
Dallas-(214) 658-1828

New York-(212) 770-7408

San Francisco-(415) 445-2898
Toronto-(416) 869-5218

United Kingdom-44-1-626-7866
Hong Kong-852-5-832-1446

‘ GM-3 FIRST AND FINALLY. A omnomeenasmes o

of New York, a member company of
American International Group.

Group Management Division
American International Life
Assurance Company of New York
70 Pine Street, New York, NY 10270
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update

AGENT/BROKER PROFILES:
15th Annual/Directory

1SS
anNc

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

issue Date: June 23

Ad C/osing: June 10

Look to Business Insurance for the

15th Annual Agent/Broker Profiles
issue featuring the ranking and
profiles of the largest US and

international brokers.

business
insurance

Continued from previous page
functions include HMO plan adminis-
tration and accounting; provider clients
include Sisters of Charity of the Inear-
nate Word, Long Beach Memorial Hos-
pital.

INSURANCE WORK: $100,000; un-
bundled hardware and software, first
installation, 1985; three total installa-
tions; functions include underwriting,
actuarrial, billing, commission, cost con-
tainment; medical, dental and vision
claims; PPOs and multiemployer trusts;
provider clients include Loma Linda
Medical Center; insurer clients include
Great Republic Life Insurance Co., Em-
pire Insurance Co.

Staff: 35 total staff members, 32 pro-
fessional staff members.

Clients: 33 total clients; 88% with
under $200 million in gross revenues,
3% $200 million-$500 million, 6% $500
million-$1 billion, 3% $1 billion-$3.5
billion.

1985 gross revenues: $1 million; 10%
from hardware, 60% from software, 30%
from services.

Principal officers: William Whit-
more, president; George J. Bregante,
executive vp; Greg Giloth, vp; Glenn
Davis, secretary/ treasurer.

\Wecouldwriteabook about the

misconc*ions people have about
mental illness andits treatment.
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Do the horrors of the past still exist in psy-
chiatric hospitals? Or-maybe just as bad from a
cost standpoint- have they become expensive
'country clubs" instead?

A whole lot of misconceptions still persist
about the quality of care that patients receive in
today's specialty psychiatric hospitals, and espe-

it to your company to send

copy of this study.

- —a- PP P

e ——
analyzes the direct and indirect costs of mental
health insurance coverage. If there's a chance that
this data might help you to better evaluate mental

illness benetits for ¥our emp
(o]

loyees-then you owe
or your confi

ential

There's still a whole lot of ignorance about

cially about the costs of that care. To the individual mental iliness. But you don't have to be victim of it.

and his family.To his employer.And to the insurer.
For instance, did you know that all member 6 etflti-

hospitals of the National Association of Private .8.: WeWrotemisOneinstead

that most of these hospitals provide outpatient,day ; ..:
treatment and parhialspitalization, as well as 0228— - Contamment

full inpatient care?
In addition to many levels of care, these st?e-

cialty hospitals offer programs tailored for children, rame
adolescents, and adults, as well as providing chem- Title
ical dependence and eating disorder programs.
Some say the cost of that special care is high.
Address

But the cost of pretending the problem doesn't ex-
ist is much greater. An iliness which has been esti-
mated as a $55 billion a year problem for industry
is one you can't afford to ignore.

Right now the NAPPH has available a limit-
ed number of copies of a study which effectively

P Aol o giceti I 51 SN s o o

. reimbursement trends,and cost

s for treatmen

City State Zip

The National Association of Private Psychiatnc Hospitals
1319 F ST. N.W. « Washington, DC 20004 - (202) 393 6700

The Naonal Associdon of Private Psychiatric Hospitals

Synergy Health
Systems Inc.

16775 Addison Road, Dallas, Texas
75248; 214-248-6241

Year founded: 1985.

Parent company: Application Re-
sources Corp.

Software products:

Advanced Claims Processing System
(ACPS): $215,000; unbundled hardware
and software; first installation, 1984,
nine total installations; functions in-
clude automated claims processing,
membership, reporting, group billing;
includes an internal medical dictionary.

Basic Claims Processing System
(BCPS): $80,000; unbundled hardware
and software; new product.

Staff: 11 total staff members.

Clients: Nine total clients; 89% with
under $200 million in gross revenues,
11% exceeding $3.5 billion.

1985 gross revenues: Not reported.

Principal officers: Fred A. Kinder,
president; Eric R. Hornquist. executive
VP.

Towers, Perrin,
Forster & Crosby

245 Park Ave., New York, N.Y.
10167; 212-309-3665

Year founded: 1934.

Software products:

PENCALC: $30,000 for microcom-
puter, $50,000 for mainframe: unbun-
died hardware and software; first in-
stallation of micro-computer, 1985; first
installation of mainframe, 1974; 20 total
installations of micro-computer, 50 total
installations of mainframe; functions
include calculation and documentation
of benefits available under companies’
pension plans, including actual or esti-
mated amounts for normal, early or
postponed retirement, optional forms of

benefit payments and lump-sum distri-
butions.

SOMS: $12,000; unbundled hardware
and software; first installation, 1984; 36
total installations, functions include ad-
ministration of executive stock option
plans, including reports for participants
and management.

Locations: Offices throughout the
United States and worldwide.

1985 gross revenues: Not reported.

Principal officers: Quentin I. Smith
Jr., chairman/chief executive officer;
James E. Keilley, president; Robert C.
Phillips, vp/manager-practices & prod-

ucts.

J.E. Winchester &

Co. Inc.

104 Water St., Baltimore, Md.
21202-1062; 301-837-9009

Year founded: 1976.

Software products:

Com-Group: $67,000; bundled or un-
bundled hardware and software; first
installation, 1985; one total installations;
TPA client is Maury, Donnelly & Parr
Inc.

Staff: Nine total staff members,
seven professional staff members.

Clients: Seven total clients, 100%
with gross revenues under $200 million.

1985 gross revenues: $160,000.

Principal officers: John E. Win-
chester Jr., president; Anne M. Sigman,
VP.

WLT Software
Services Inc.

35 Crocker Blvd., Mount Clemens,
Mich. 48043; 313-463-6770

Year founded: 1980.

Software products:

Medi-Claims: $60,000-$100,000; bun-
dled or unbundled hardware and soft-
ware, first installation, 1983; 13 total in-
stallations; functions include cost con-
tainment reporting, processing and ad-
ministration of health claims, TPA eli-
ents include Independent Benefit Plans
Inc. and MeGriff, Siebels & Williams
Inc.,insurer clients include Fireman's
Fund Insurance Co.

Staff: 13 total staff members, five
professional staff members.

Clients: 20 total clients; 85% with
under $200 million in gross revenues,
15% $200 million-$500 million.

Continued on page 36



You want cost control built

iINnto your group health plan.

3.URel

Co™

You get it with General Americanis
26 cost contaimment features.

We attack rising health care costs with 26
cost-cutting features that can lead to big
savings for your company, without sacrific-
ing the quality of care your employees
receive. Our approach has helped General
American triple the number of new large
group policyholders in the past two years.

We recently commissioned a national
research study to determine what factors
brokers consider important in the selection
of a large group health carrier.* Seventy-one
percent said cost containment is very impor-
tant. You no doubt agree.

Happily, we've been addressingthis prob-
lem for a number of years with the most
comprehensive cost containment program
in the insurance industry.

A COMPLETE KIT OF
COST CONTAINMENT TOOLS

We're on the leading edge of cost control
in all the areas that really count: Benefit
Design, Cost Management Services, Em-
ployee Communications, Management Re-
ports, Technical Support, and Financial
Arrangements.

Within these important categories we offer
26 different programs...26 tools to help large
groups better manage their plans. Each tool
has a specific function in the fight to con-
trol costs. Together, they enable you to max-
imize the effectiveness of each dollar you
spend on employee benefits.

FREE LITERATURE AVAILABLE

For more information about our com-

lop of the Market" in employee benefits

* Fleishman-Hillard, Inc. Opinion Research Division. November. 1985

pany and our group health products, con-
tact your consultant, broker, or agent. For a
free brochure that explains our 26 cost con-
tainment solutions, call your local General
American group sales office or mail the
coupon below.

LIFE INSURANCE COMPANY
Bill Kuehl
Marketing, Rirector-Large Group

700 Market Street
St. Louis, MO 63101

| Please send me your free brochure,
1 Cost Gontainment Solutions.

igation, o
Name

Company

Stremt Phone

City State 7ip

L My broker is



INTRODUCING
PRIVATE HEALTHCARE SYSTEMS.
MANAGED HEALTHCARE THAT'S

DEDICATED TO QUALITY
IN HEALTHCARE IS <HERASE
Your employees deserve the best medical
care available. Theyll get it with a PHS doctor
or hospital.

Of course, the bottom line is important, too.

VERY AP I q I S0 we give you a system to manage your group
e healthcare costs.

A joint achieverrent of CNA Insurance Companies, Crowr Life Insurance Ccmoany, Great-West Life Assurance Company, Guardian Life Insurance Company of America,




Familiar promises? Maybe so. However,
Private Healthcare Systems (PHS) is an entirely
new, entirely different type of organization.
PHS is a joint effort of nine top group insur-
ance carriers. Our combined strength makes
us the fourth largest commercial insurance
organization in the nation. We currently cover
over four million employees. And we're still
growing.

We can deliver comprehensive, top quality
medical care at a preferential price because,

frankly, we carry a lot of weight. That's why ours was created to be the most
Equally important, the doctors and hospitals  inclusive, yet patient-sensitive system available.
we select are very carefully screened. They are We believe PHS can help everyone utilize
scrutinized for quality and cost efficiency using healthcare more efficiently and effectively.
objective, scientific criteria devel- Plus, we're nationwide. So
oped expressly for our organization. branch locations can use the
Accordingly, PHS providers are the same, uniform program. Learn
very best in their respective cities. how PHS can help your people
No managed system can be and your company. Contact

truly effective without a com- P PRIVATE HEATHCARE SYSTEMS LD your PHS member insurance
prehensive healthcare review. Quality. In the company we keep. ~ CarTier.

MONY Financial Services, Pilot Life Insurance Company, State Mutual Life Assurance Company of America, Time Insurance Company and Western Life Insurance Company.  ®1986, Private Healthcare Systems Ltd. 20 Maguire R, Lexington, MA 02173
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829mrerdrweave, 7% frmstwe Shayrdewredand05oftwa-g, firYInstal:-

1% from services tion, 1983, 60 tcta lista la i in, ,

Principal officers. William L Tiner functions inClude acrr,Inistration c f
Jr, president, Ann M Brooks, man- health care, deoendert care dnc leg21
ager-marketing/sales, Phyllis G Ham- services Workshop in Houston sponsored by Fealth Re- m New York
llton, marager-client services/support, Midicost unbindled F ardwars an i search institute $495 Also June 23 24 n Atlanta
James Shorek, manager-special software, first installatio-1, 19512, mor=. July 14-15 in Denver July 2122 in San Jose
projects, Terry Fujishige, programming than 100 total ,ristallatkcns, funit ons Calif Aug 11-12 m Minneapolis Sept 22-23 m Los Angeles sponsored by the Self-Insurance In

New Orleans Oct 6-7 tr San Francisco Oct 27-28 i i
manager include collection of health care data ) » - stitute of America $95 for members $195 for non
in Boston Nov 10-Il in New York Nov 17-18 in members Self Insurance Institute of America
Dallas Dec 8-9 in Chicago Health Rese:rch Insti- PO Box 15466 Santa Ana Calif 92705 714 261
tute 49 Quail Court #200 Walnu Creek Calif 2553
94596,415-676 2320

datebook

JUNE 3 ABCs of Self-Insurance conference in

for analysts and rev ew

Staff: 2,300 total staff menoers, 760
professional staff members

The Wyatt Co.

Suite 5600, Sears Tower, 233 Clients. 10,300 .otal clients JUNE 34 Fifth Annual Principles of Petro- ket semnar in New York sponsored by Tillingh

South Wacker Drive, Chicago, 111

60606 312-876-2000 Locations- Atlar ta, Boston Cleve sored by Professional Developmen= Institute and

land, Dallas, Denver, De.roit, Fort Lee Self-Insurance Resource Inc Mary Ann Crow Nelson & Warren Inc 722 Post Road Darien
N J, Grand Rapids, 3/ch, Honolulu Professional Development Institute P O Box Conn 06280 203-655-9791
. 13288 NTSU Denton, Texas 762033288, 800-433-
Hawaii, Houston, Los Argeles, Mem- 5676 817 565-3356 in Toxas
phis, Tenn, Miami, Minneapo is, New

York, Orlando Fla . Philadelptta, JUNE 3 Managing Your Broker semmar m Institute $2?6‘Klnso June25m

Year founded. 1946

Software products- In O

ico, e S amfor

Washington, D C

Adm onn,
$60,0 , unoundled”’hardware and soft-

ware. first installation, 1984, 15 total in-
stallations, functions include enroll-
ment, administration, providing reports Principal officers: J Perham Stan-
and discrimination testing for flexible ley, president, VV Clark Beaird,

ren Inc 722 Post Road Darten, Conn 06280,203- York, Nov 19 in Dallas Dec 10 in Chicago
655 9791 Health Research Institute, 49 Quail Court #200,
1985 gross revenues: Not reiorted Walnut Creek, Calif 94596 415-676-2320

JUNE 3-4 New Strategies for Loss Reserve

Insurance Companies seminar m New Yo

anta
. . . Phoenix, Ariz, Pcrflaid, Ore, San New York, sored by Tillinghast. Nelson & Denver July 23 in San Jose Calif Au’g 3ym $1
Iei}gllgt(gg{pgﬁr@%{g Eqn@gnag%gfpgg%%?‘gﬁan grgﬂgpco San 11ua18, (@larren [nc%%%rb X‘so Fune 18m éhlca 0 (90n Blmneapéhs, §ept%ﬁ in ?\few Sr\eans 6ct gm K'/I%

JUNE 2-3 Health Care Cost Containment York N Y 10010 6904 800-223-0787 800-831-8333 Certified Professional Insurance Agents Society,

400 N Washington St , Alexandria Va 22314 703-
836 9340

JUNE 4-6 International Benefits Information
Service Conference in Brighton England co-
sponsored by Charles D Spenser & Associates and
IBIS $760 Charles D Spenser & Associates Inc
222 W Adams Chicago Il 60606 312-236 2615

JUNE 4 Purchasing Insuranceina Tight Mar- JUNE 4-6 Risk Management Information Sys-

tems course m Denver, sponsored by the Risk &

leum Insurance conference in Pittsburgh spon- ast Nelson & Warren Inc $350 Also June 19 in Insurance Management Society, $600 RIMS for
hicago Conference Depa -tment Tilli nghast members $700 for non-members Also Oct 8-10 in

New York Fran Jordan, RIMS, 205 E 42nd St
New York, NY 10017 212-286-9292

JUNE 4 Advanced Cost Containment work- JUNE 5 Directors & Officers Liability work
Houston onsKtTd by Health Rgs,earc
{l

£
P demmings Souat of GPCU Kaler Pl 72

ester, NY, sponsare y the Sqciety
roBerty Casua ty(UJn&erwrlters

ference Department Til inghast Nelson & War- San Francisco Oct 29 in Boslon Nov 12 m New Providence Road (CB#9), Malvern, Pa 19355,215-

2512741

JUNE 5 Investing Employee Benefit Assets
An Employer's Responsibility and Opportu-

Analysts and Reserve System Structuring for JUNE 4-5 Certified Professional Insurance nity conference m Cambridge Mass sponsored

comeensalion arograms, employee op-vp / reasurer, EdwinY Boyntcn, sponsored by Executive Enterprises Inc $795 Ex- Conn, fre6 or GPIA mambers, 55 for CPIA §50 for NELBC Thembars, Sr5 16t RonTembers

mator r

WHICH «BENEFIT HAT"” SATISFIES
YOUR EMPLOYEES?

Different hats fit different needs and lifestyles. Your employees are unique-as unique as the
hats they wear. The same hat wouldn't fit all of them, how can their benefits?

A flexible benefits plan lets your employees cloose the benefits they want while you control
your costs. But, like choosing the right hat. selecting the right benefits can be confusing.

So, how do you help your employees select the benefit "hat" that fits them9

WITH A PACIFIC MUTUAL FLEXIBLE BENEFITS PLAN, you receive a com-
prehensive communications package which guides your employees through each step of the
enrollment process. This communications package carefully explains concepts such as salary
redirection and reimbursement accounts, and helps your employees make the choices that are
right for them.

And that's important Benefits cost you too much to be unappreciated.

Everything you and your employees need to make your plan a success is included, from
announcement letter text to employee brochures to audio/visual enrollment presentations.
PACIFIC MUTUAL PROVIDES TOTAL SUPPORT

In addition to comprehensive communications support, Pacific Mutual simplifies your plan

administration with a software package tnat makes it even more convenient for you to keep track
of the benefit "hats".

With Pacific Mutual's Flexible Benefits Plan. you'll see the face of a satisfied employee under
every hat.

For more information, call toll free 800-826-8101.

In California, call 800-841-1998.

4/696 4 *

ee
PACIFIC MUTUAL

Member Pacific Financial Companies

ecutive Enterprises Inc 22 West :Ist St New sponsored non-members Margaret O Connor, Tia Williams, NEEBC, P O Box 2594 Boston

Mass 02208, 617-423-6146

JUNE 54 Asset/Liability Management semi

nar in Atlanta sponsored by Tillinghast, Nelson &
Warren Inc and Morgan Stanley & Co Inc $725,
$625 for each additional registrant from the same
organization Also June 19-20 in Boston June *
27 m Chicago Pat Kelley, Tillinghast Seminars
3340 Peachtree Road N E Atlanta Ga 30026-
4301 404-261-5420

JUNE 5-6 Second Annual National Dram Shop
Seminar m Atlantic City, N J sponsored by the
Dram Shop and Alcohol Reporter, $250 Ronald
Beitman Esq , Dram Shop and Alcohol Reporter
PO Box 590, Falmouth Mass 02540

JUNE 54 Second Annual National Institute
on Employee Benefits and Executive Compen.
sation m Chicago sponsored by the Hartford In-
stitute on Insurance Taxation, $350 Frances V
Goodman HIIT, P O Box 845 Avon, Conn 06001

203-674-9444

JUNE 54 New Issues in Arbitration and Liti
gating Disputed Insurance and Reinsurance
Contracts conference in New York $795 $695 for
additional registrants fromm same organization
Reference #66INS11/ E6124, Executive Enterprises
Inc 22 West 2Ist St, New York, N Y 10010-6904
800-223 0787, 800-831-8333 in New York

JUNE 7-8 National Institute on Insurer Insol-
vency course in Boston sponsored by the Amer,

can Bar Assn Tort & Insurance Practice Section
$350 for ABA members, $375 for non-members
$325 for Tort & Insurance Practice members $300
for young lawyers, $75 for law students, $150 for
government American Bar Assn, Divnsion for
Professional Education, Department INS, 750 N
Lake Shore Drive Chicago 60611, 312-988-6200

JUNE 8-11 Public Risk & Insurance Manage-
ment Assn's 7th Annual Conference in Boston

$300 for PRIMA member government $375 for
non-member government (includes membership
in PRIMA),$225 for additional registrant from
member government, $450 for member Industrial
affiliate $400 for additional registrant from same
organization, $500 for non-member private sector
$450 for additional registrant from same organnza

tion PRIMA 1120 G Street NW, Suite 400 Wash

ington D C 20005 202-626-4650

JUNE 9-10 Offshore Insurance Operations
conference in New York, sponsored by the Hart-
ford Institute on Insurance Taxation, $450 Na-
tional Center for Tax Education and Research 49

W Main St,PO Box 845, Avon, Conn 06001, 203-

674-9444

JUNE 9-10 Directors and Officers Liability A
Review of the Business Judgment Rule semi-
nar in Los Angeles, sponsored by the Practising
Law Institute, $390, $40 for course handbook only
Practising Law Institute Dept 105-MS, 810 Sev-
enth Ave, New York, N Y 10019, 212-765-5700

ext 286

JUNE 9-11 Techniques of Risk Management
course m Philadelphia sponsored by the Risk &
Insurance Management Society. $490 for RIMS
members. $590 for non-members Also Sept 1547
in Dallas, Dee 10-12 in Atlanta Fran Jordan,
RIMS 205 E 42nd St, New York, N Y 10017, 212-

286-9292

JUNE 9 13 Recognition of Occupational
Health Hazards course in Los Angeles, spon-
sored by the Institute of Public Safety and Sys-
tems Management, University of Southern Cah-
fornia $675 Office of Extension and In-Service
Programs. Institute of Public Safety and Systems

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

JUNE 10 Tough Questions and Straight An-
swers on ISO's New Commercial General Lia-
bility Policies workshop in Mobile, Ala, spon-
sored by the Gulf Coast and Indiana chapters of
the Society of Chartered Property Casualty Un-
derwriters $125 for CPCU members $140 for
non members Also June 12 in Indianapolis Mari
Jennings, Society of CPCU Kahler Hall, 720
Providence Road (CB#9). Malvern Pa 19355 215-
2512741

The Datebook ts compiled from notices sent to
Bwiness Insurance Notices should be sent at least
eight weeks in advance to Datebook Business In

surance 740 N Rush St Chicago, W 6061 1 Bust

ness Insurance reserves the right to select meet

ings of most Interest to Its readers and cannot
guarantee that notices will be pnnted



spotlight report

Interactive benefit system

By DONNA DIiBLASE

Interactive benefit communica-
tion systems are touted by employ-
ers and benefit communication
consultants as the communication
tool whose time has arrived.

These computerized systems are
primarily used to communicate
savings and flexible benefit plans.
By interacting with specially
designed software, employees can
estimate and project their benefit
needs first-hand before they make
decisions.

"It's definitely going to be the
case" that more employers will
begin using this relatively new
communication tool, predicted
Gary Grom, director of human re-
sources for Chicago-based Sara Lee
Corp. "lt's a very effective commu-
nication tool," he added.

"There is a more educated bene-
fits consumer out there now-the
employee-and it's important for
employers to communicate effec-
tively with employees," he ob-
served.

Hanes Corp., a subsidiary of Sara
Lee, implemented an interactive
software system about a year ago to
communicate a new 401(k) plan op-
tion offered to all Hanes employ-
ces.

Douglas Bartlett, director of U.S.
employee benefits for Dayton,
Ohio-based NCR Corp., agrees that
use of the systems will continue to
grow.

"More companies will go to using
interactive systems because as they
seek to satisfy employees' needs for
choice and management's need for
cost containment in all benefit
areas, they grope for more imagi-
native and innovative benefits
trade-offs. This generates increas-
ing complexity in terms of employ-
ees understanding their benefits,"
he said.

"So, through software designed
with instructional value that enables
the employee to be involved in mak-
ing his own projections, he can see
the consequences of his choices," and
develop a better understanding and
appreciation of his benefits, Mr.
Bartlett explained.

A little over a year ago, NCR im-
plemented an interactive software
system called "EstiMATE" to help
employees plan for retirement
under the company's several re-
tirement programs (BIl, June 17,
1985).

Benefit consultants agree that
the participatory nature of these
communication systems-which
can range in cost from $10,000 to
$40,000-is valuable to both em-
ployers and employees.

"These systems are valuable
communication tools because em-
ployees will become more and
more involved in deciding on their
benefits, knowing what's available
and what the values of the benefits
are," pointed out Steve Ramsey, a
communications consultant with
Hewitt Associates of Lincolnshire,
1., who worked with NCR in de-
veloping its system.

"This type of communication
comes at a time when employees
are asking more questions about
benefits-and the computers can
help," he noted.

Ronald M. Kleiman, vp and
director of communication services
for A.S. Hansen Inc. of Deerfield,
Ill., agrees that this communication
method is extremely effective in
helping employees understand
their benefits.

"There's an old saying that peo-
ple remember about 10% of what
they read, 20% of what they hear,
50% of what they see and hear and
90% of what they say and do,"” Mr.
Kleiman observed.

"So, you can show and tell em-
ployees about their benefits, but the
more involvement you can get, the

more they will remember,” he
added.

Basically, there are two types of
interactive systems:

* The closed, or on-line, system.
In this system, the data can be
stored either in the mainframe
computer or on a hard disc. The
data may include such informa-
tion as an employee's current
benefit levels, savings plan accu-
mulations, loan information and
accrued pension benefits. Em-
ployees access that information

with their Social Security num-
bers or passwords.

= The open, or off-line, system.
In this system, employee benefit
data is not stored. Instead, employ-
ees enter specific benefit data into a
personal computer each time they
use the system.

Employees can use the system to
model benefits, or compare current
benefit levels with projected levels.

The MetLife SHOWCASE is an
example of a closed system. "We
look at the SHOWCASE system as
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tool of the times

a total communication tool that not
only gives information, but also lets
employees model their benefits,"
explained Pamela A. Keeler, direc-
tor of advanced benefit communi-
cations for Metropolitan Life Insur-
ance Co. in New York.

With SHOWCASE, employees
can directly access personal benefit
information as well as general
highlights of their company's bene-
fit plan, such as cost-containment
provisions or preferred providers,
according to Ms. Keeler.

The best place

SHOWCASE also can help em-
ployees determine the effects on
their take-home pay when they
make 401 (k) contributions or flexi-
ble benefits elections.

In addition, based on medical ex-
pense estimates entered by the em-
ployee, the system calculates which
medical or dental options would be
best for the employee.

The system also can be used to
communicate plan changes, she

said.

Continued on next page

to start cutting
your health claims costs

IS righthere.

Of all the coupons in this magazine,
this is the one that can mean the biggest
savings for your company.

around quicker thanks to productivity fea-
tures like single-screen entry And CAS
Il gives you the computer power to set

So if you're serious about cutting
your health claims costs, all you need are
a pair of scissors-and CAS II!

Because it brings you information
on the ASA/CAS Ir Claims Adminis-

tration System from ASA.

up cost containment programs like
PPOs, precertification, and second
surgical opinion.

For all the details, send in the
coupon. Or call ASA's Director of
Marketing at 312/893-9055.

Using CAS Il to self-administer
your own health benefits can typically
save you 30% or more compared to

outside services.

That's because CAS Il automates
virtually the entire claim adjudication
process. Claims are paid accurately and
consistently. Operators can turn them

CAS Il is a no-compromise main-
frame system, priced like a mini. And
it's available either as a software pack-

age or through our remote processing

service.

— 1

Best of all, it's a peduct of ASA,
the largest software organization devoted
exclusively to health insurance systems.

— 1

I'd like to know more
about the ASA/CASH-

1 health claims processing system

Name

. AMingq

— i

Area Code/Phonp

-1

Annual Claim VVolume . ——

Mailto: ASA, Director of Marketing

One ASA Plaza

Bloomingdale, IL 60108

L

81526

fiSR

ADVANCED SYSTEM APPUCATIONS. INC.
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a professional association of women
within the insurance and reinsurance industry

CONGRATULATES

EDITH F. LICHOTA
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FOR GROUP

AMERICAN MOTORS
IS RIDING ON US!

When a company like American Motors looks at
employee benefits ... they look hard! They need cost
control! They need effective and easy administration! And
they need benefits that are attractive to their employees!

So, when American Motors decided to include vision

care as part of their employee benefit program... they
chose us!

We're Vision Service Plan ... the nation's oldest and
largest provider of group vision care! Our plans provide
free choice of doctor, periodic vision exams, and lenses and
frames when prescbbed. Out-of-pocket expenses are con-
trolled, administration is easy... and the cost is very

affordable!
Take a closer look at Vision Service Plan! For more

information and the location of the office nearest you.. call
our toll-free number today!

r----n A VISION SERVICE PLAN

National Association

1795 Clarkson Road, Suite 350
y--S\-5 St. Louis, Missouri 63017

1-800-325-8499

Interactive benefit systems

Continued from previous page
o The personalized data stored in the system can be updated on a month.y
asis.

The SHOWCASE terminal and keypad are housed in a kiosk-which
resembles an automatic bank teller machine-and can be placed in almost
any area accessible by employees. A keypad, which looks like a touch-tone
telephone, consists of 10 number keys and five labeled function keys.

"As an ongoing system, SHOWCASE supplements a company's total
benefits communication program because it allows the employer to have
minimal printed materials and provide timely, updated information for
employees. It also provides the opportunity for employees to get hands-on
benefit modeling experience," Ms. Keeler pointed out.

RCA Corp.'s Employee Information System is another example of a closed
system. The system, implemented about a year ago, provides employees with
information concerning their individual benefits as well as information about
what kinds of benefit plans are available, said Peter O'Donnell, RCA's directo-
of employee benefits in Princeton, N.J. (BI, June 17, 1985).

. Th_edsystem also enables employees to calculate their personal finances

Data is stored on hard discs at about 35 of the company's worksites. The
discs are compatible with an IBM 188 personal computer, according to Mr
O'Donnell.

The terminals are housed in kiosks and are equipped to accommodate
video-discs. Video discs, which are the latest technology in interactive
benefits communication, present information in an audio/video format
(See story, page 41). Those type of discs will be added to the system at a
later undetermined date.

"Our objectives when we implemented the communication system have
all been met," Mr. O'Donnell claimed. "There has been a definite increase
in the productivity of our benefits personnel," because the system now
answers most employee questions that previously were handled by the
benefits department.

"We have had consistent information going to employees and have been
able to communicate changes instantaneously,” he said.

In addition, the company has reduced the cost of written communica-
tions because fewer printed materials are needed, Mr. O'Donnell noted.

_ fIn thetfuture, the system will be used to communicate other non-benefits

NCR Corp.'s EstiMATE is an example of an open system.

"We needed a communication program that would detail each plan and
then show the total effects of the options on the employee's retirement
savings," Mr. Bartlett explained. "So, we looked out into the great world of
communication and didn't see anything that could do what we needed."”

In early 1984, NCR began working with Hewitt Associates on designing a
software program compatible with NCR's personal computers.

The resulting system, which NCR implemented in May 1985, uses a per-
sonal computer diskette.

To use the system, employees enter data such as estimated salary in-
creases, personal savings and investments and projected deferrals to the
company's savings plan. The system has several "chapters," which include
information on various benefit plans and allow both information and the
opportunity for the employee to project his or her benefits under the com-
pany's 401(k) plan, profit-sharing plan or a PAYSOP-a payroll-based em-
ployee stock ownership plan.

In addition, one of the chapters compares the pension benefit amounts
payable under the company's previous final average pay pension plan with
the new career average plan, illustrating the increased benefit under the
new pension plan.

"We felt that retirement plans themselves should provide employees
with tools to plan their retirement," and this system allows employees to
work with these tools, Mr. Bartlett explained.

"Benefits are not targets anymore, with company-set amounts and deter-
minations. Instead, they are tools, and this communication process allows

us to build the tools into the retirement program and lets the employee set
Continued on page 40

LABOR NEGOTIATIONS
ARE YOU READY??

« Can you easily forecast your medical benefit plan's costs
over the next three years?

» Can you get information which is specific to the employee
bargaining unit?

« Can you model the impact of plan counter-offers at your
negotiation site - instantly?

« Can you be conf dent of the modeling results because
they are based on your actual claims experience?

« Can you monitor the results of the plan changes you
negotiate?

Our clients are using the MEDSTAT® service products to
do these things and more. They are prepared for today's
challenges and opportunities to control medical benefit
costs, and they will be ready for the new ones of tomorrow.
They are ready because, with our help, they can respond
to tough questions like these. We can help you too.

SYSTEMS.,. INC

400 East Eisenhower Parkway
Ann Arbor, Michigan 48104
(313) 996-1180

Computer-based information services for medical benefit cost control



The Travelers Risk Management Information Services are
niow available to companies that don't have Travelers insurance.

We're happy to announce that The Travelers advanced
risk management systems can now use loss, policy and exposure
~ datafromvany source to generate e mffarmatmn youneed.

That sany-source, be it another insurer your oW {ﬂE

oran-independentclaimservice— -

- Wl&t makes our risk managementfserwc‘e i:he cream

Eﬁﬂ“me mzwmt WW‘@ mmprﬂhﬂmwe m}immg, Of”agumg
customer assistance and confinuous system enhancements.

We try to solve our customers’ problems before they
begin by n@dﬂar y soliciting their input on system design.
But, if pﬁ“@biﬁﬁ% do come u up, our hotline handles them fast.

So get a taste of The Travelers Risk Management

Information Services.

You'll discover we're one peach of a team.

Call Linda Sundram at (2@’?3) 277-6943. Or write to her
at The Travelers, RMIS-9CR, One Tower Square,
Hartford, CT 06183.
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Benefit systems "The 401(k) plan and tte com- designed to help emplojees plan to enroll employees in benefit an open system that helps employ
|

munleation system were intro- for retiremen- It s offered by c on- plans ees estimate their retirement in

Contmited from page 38 duced concurrently” in July 1985, sultant Towers, Perrin, Forster & ' The main interest in FLEXSE- come
the tirgetS," Mr Bartlett ncted said Sara Lee's Mr Grom Crosby of Phi.ade_phia LECT am,ng our clients is its use The consultant also offers soft
NCR, which was among the first "Previously, the company had an "The system he.ps employees es- for enrollment and re-enroliment ware that applies to flexible benefit

comEanies to use an interactive after-tax savings plan, and there timate retiremer.: income irom a purposes,” said Richard Anthony, communication and enroliment
benefit commuricatiors system, ac- was about 60% participation When company savirgs plan oased on national practice leader for savings projections, or health main-
cording to Mr Bartlett has had the 401(k) plan was introduced, three key pcints curren- azcount TPF&C tenance organization enroliments
good -esults participation rose to about 85%," balance, the age at which the ac - Interac ive communication is pointed out R T Whitman, a part-
Mr Bartlett said in formal sur- Mr Grom said "We thought the count is estatlished and the -ate of particularly effective when apphed ner with the firm
veys of employees and benefits system was a very effective com- contribution " explained Everett to flexible benefit plans because ItS The Wyatt Co also offers two
personnel nape reve_aled that "em- munication tool " Allen, vp with TPF&C individual zed nature, "is like the systems that enable employees to
ployees overwhelmingly under- The system has been adminis- The system aisc allows employ- whc,le conrept of flexible benefits proJect and estimate their retire-
stand the retirement plan and ItS tered by Hanes from its Winston- ees to enter assur ptions on salary -individual ownership and mentsavings
consequences as a result of Esti- Salem. NC, headquarters since it increases anc inkestment returns, choice," M- Anthony explained The Wyatt Investment Savings
was implemented last year, Mr he said And, the traditional "workbook" Estimator-or WISE-helps em-
The software system used by Grom explained But, personal The system was -lamed Ask Ense way of communicating and en- ployers introduce and promote the
Hana Cor p is an open s>stem also computers are available to employ- because "the idea was to personal- roIYing in the plans "can be te- use of 401(k) plans
The system, designed with the ees at all Hanes locations, he noted ize the computer as much as possi- dious," un ike using the personal "WISE is great for stimulating
assistarice of benefit consultant "All of the indications are that ble to make R seem more fr endly computer, he said initial enrollment, but it can be
WiIIian_1_M Merqer-Me.dinger Inc, the communications _system has to the employee," Mr Allen said "The personal computer is a 1.ttle used on an ongoing basis or to in-
also utilizes a diskette and personal been very well received The re- Like Ask Elise, "FLEXSE- easier and ess intimidating It does troduce the plan to new employ-
comptters Emp.oyees can use the sponse has been very positive," he LECT," also offered by IFF&(, all of the calculations work-it's ees," said Mike Tomback, a com-
system tc calculate and proJect added communicates benefit plans and fun," he said mumecation consultant in the corm-
their retirement incorre based on Two similar open systems also allows employees to estimate the To communicate its cash-balance pany's Chicago office
contributicns and company are available toemployers effects of the r benefit choices or pension plans, Fort Lee, N J -based And, Wyatt's Retirement Benefit
matches to a 401(k) savings plan "Ask Elise" is a software system their paycheck: It also can be usec consultant Kwasha Lipton offers Planner software helps employees
estimate pension benefits and So-
cial Security benefits at retirement
All of the savings plan features of
WISE are also included in this sys-
tem, Mr Tomback noted
While interactive benefit com-
munlication systems promise to en-
= courage greater and more effective
utilization of benefits, employers
also face cost and confidentiality
issues when designing and imple-
menting such systems, consultants
For example, when using an on-
line system, where personal data on
employees is stored, extra security
1 measures such as employee pass-
words are required
"A closed system IS typically
more expensive because of the pro-
tective layers you need," noted Mr
Whitman of Kwasha Lipton
But, an employer also faces con-
cerns of confidentiality of em-
ployee benefit information in a
closed system, pointed out Hewitt's
Mr Ramsey
"Also, when you have the system
on the mainframe computer, people
using the communications system
can tie up the memory" needed for
other purposes within the com-
pany, Mr Ramsey added
"l like the concept of the diskette
and letting the employee load the
data,” Mr Ramsey said "It's like
T the cake mixes that came out a few

VWhat
If —_—

the
Bill :
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Hurts

years ago that already had the egg
added They didn't sell because

people wanted to add the egg them-

e selves "
- ase Me,Life's SHOWCASE '‘isa
combination system," noted Ms
4.24a7.. Keeler "Some of the personalized
data is stored and updated, but
projections are entered by the em-
ployees," giving them the opportu-
nity to compare current levels with
their projections

' ’ Both consultants and employers
WI— [ agree that the systems will become
more widely used as a result of the

popularity of personal computers
"There has been a growth in
these programs There is a trend
because everyone is becoming
more comfortable with personal
computers, said Dennis B MeKoy,

senior vp with Johnson & Higgins
in New York
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High dental care costs can be a pain

for all of us, employers and employees
alike.

mployee. And

and

That's where we come in. We're the with us, on

leaders in dental cost containment. We in dental

j help hold down the cost of dental care by

ucing the quality
hafs Sbmething to find
fore your dental costs hurt

to.

reviewing dental claims submitted for pre-
determination of benefits. o

We're good for employers, because we
f. can bring about substantial savings in the
cost of dental insurance programs.

Perhaps more important, we're good
for employees. Our review board of
nationally prominent dentists helps
- assure that the care given is the most

appropriate for the condition. Often we
suggest alternate treatment that leads to
comparable or better results - at a lower

Lo /Em

Amentan Dental Examiners, Inc
Dental Consultants

315 FAK Avenue
- New Yor<, New York 10016
(212) 696-5800 -

"Use of these will grow without a
doubt for two reasons," predicted
Mr Tomback of The Wyatt Co

“First, because employers want
to get employees more and more
involved with personal computers,
and second, because employers are
realizing more and more the value
of ongoing communication, and
this is the best way to update on an
ongoing basis," he explained

However, RCA's Mr O'Donnell
believes that the systems will catch
on at a slower pace "That's because
there's a lot of uneasiness among
upper management concerning
whether employees will really use
the computers or if it's used as a
gimmick or a toy for employees to
play with But, once they see the
system and its results, they're easily

J sold on it," he said
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Sensitive screen makes employees savvy

By DONNA DIiBLASE

GREENWICH, Conn.-Employ-
ees at American Can Co. can really
get in touch with their benefits
come June with the help of a new
interactive audio-video disc com-
munications system.

The system, developed jointly by
the Greenwich, Conn.-based manu-
facturer and benefit consultant
William M. Mercer-Meidinger Inc.,
will help employees project their
savings under a 401(k) plan via a
touch-sensitive video screen.

"l thought it was terrific" after
seeing a demonstration of a proto-
type system developed by the con-
sultant at a breakfast seminar last
fall, said Albert M. Cassese, diree-

| tor of corporate benefits at Ameri-

can Can.

But, because the technology was
so new, there were no real-life ex-
amples of companies who had de-
veloped an interactive audio-video
disc system for benefits communi-
cation, Mr. Cassese noted.

"l think you really have to use
your imagination to take the next
step when seeing the demonstra-
tion,"” he observed.

Mr. Cassese did take that next

step, and as a result, his company

will be the first to produce and im-

plement such a system for benefits
communication.

The system operates in much the
same way as other interactive com-
munication systems in terms of en-
abling employees to "play" with
the numbers in their benefit plans.

However, the actual presentation
of information is quite different.

For example, the system requires
more sophisticated equipment. In
addition to a personal computer and
a touch-sensitive video monitor,
a laser audio-video disc is played on
a digital audio player. The effect is
that information is presented in a
color, audio-video format.

The video monitor looks like a
13-inch television, and the laser
disc is about the size of a 45 RPM
record.

A personal computer is con-
nected to this system, utilizing a
specially programmed diskette that
transmits computer graphics and
calculations to the video monitor at
certain points in the presentation.

The cost of the audio-video
equipment and the software-
without the personal computer-
runs about $7,500, according to
Karen Greenbaum, a principal in
Mercer-Meidinger's Chicago office.

To use the system, employees
enter their name and Social Secu-
rity number by touching the neces-
sary letters and numerals on a key-
board displayed on the video moni-
tor.

Next, a "menu" of questions and
considerations on the savings plan
are displayed. But, the menu
display also differs from currently
used interactive systems.

Rather than choosing from a list
of items, employees will see video
footage of four other employees
asking four common questions
about the plan. These questions
concern contributions, the effects
of those contributions on their pay-
checks, and procedures regarding
withdrawal of funds, explained Jay
Marchant, a principal in Mercer-
Meidinger's Stamford, Conn., office
who developed the system.

"We plan to focus on some of the
most commonly asked questions in

a part of the video," Mr. Cassese
noted.

A local newscaster will narrate
the video, introducing the issues
being questioned. After each of the
four employees in the video asks
his or her question, a frozen frame

of each employee moves to each of
the four cormers of the video

screen.

When all of the questions have

been presented, the employee using
the system touches the area of the
screen indicating the issue he or
she would like to learn more about.

After watching and listening to
the information presented after
each question, employees get the
opportunity to figure their savings
or the effects on their paychecks
via graphics and calculations from
the personal computer.

"The employee can speed

through the program or drop out at
their own pace,"”" Mr. Cassese ex-

plained. "Or, they can request

When it comes to eligibility
and benefits questions, it takes a
fully integrated system to distribute
accurate information. And, "keeping
up" with that information is the task
that healthcare decision-makers face.
Having mainframes, computers, and
data doesn't mean much if the right
people can't get their hands on the
right information, quickly.

VOICE-NET,TM IOCS' voice
response system, is the answer.
It makes benefits data, records,
expiration dates, and verification
data available in a matter of sec-
onds, 24-hours a day, 7 days a
week. It immediately alells health
and reimbursement providers if serv-

ices are authorized. Thus, it pro-

tects against erroneous claims, and
at the same time, expedites eligibility

questions through the voice informa-
lion network.

printouts of information after each
section or go back to sections they
want to review: he added.

"It's fun to sit at the machine and

answer the questions and interact
with the narrator,” he said.
While American Can has not

used any type of computerized
communication before, this is not

the first time the company has
taken an innovative approach to
benefit programs, according to
Paula Patterson, manager of bene-

fit planning for the company.
"American Can has one of the

With VOICE-NET, you can
retrieve data with just a touch-tone
telephone. Easy to use keystrokes
can access a data base and obtain the
information in a clear, friendly voice.
No need to learn "computerese.”

VOICE-NET is an inte-
grated hardware and software voice
response system that interacts with
the user through telephone inputs,
and then voices the data requested
from the customer's data base. At
the heart of VOICE-NET is a pro-
prietary, sophisticated software
package. This makes VOICE-NET
a ready to use off-theshelf system,
which you can "virtually" plug in.
It's that simple-there's no need to
reconfigure your hardware. VOICE-
NET is available as a separate voic-
ing module, a stand alone node, or,
as a fully integrated network.

Your HOTLINE
for answers to

ELIGIBILITY and
BENEFIT questions

first flexible benefits plans ever de-
veloped," Mr. Cassese pointed out.
The company implemented that
plan in 1979.

"And, | think American Can is

going to be an influential company
in this area of benefit communica-

tion," he predicted. "We will be in
the forefront.”

"Most companies have personal
computer-driven modeling sys-
tems, but American Can's sophisti-
cation with audio-video programs
will influence other companies," he

said.

VOICE-NET converts any
large data base into a natural "talk-
ing" system-one thal minimizes
human error, increases the utility
of the data base, eases your staffs
workload and increases productivity.

VOICE-NET expands the
availability of information internally
or externally. It gives power to exist-

ing computer systems by unlocking
a world of embedded in formation-

Initially, the system will be used
to communicate the company's
401 (k) plan, which is one of the
choices in the flexible benefits
plan.

Under the savings plan, employ-
ees can contribute up to 10% of
their base salary on a pretax basis
and up to 10% of their salary on an
aftertax basis. The company
matches employees' pretax contri-
butions at varying rates based
upon the company's earnings per
share, said Ms. Patterson

Continued on net page

information that's complete, updated
and consistent.

VOICE-NET is a total solution

for healthcare organizations. It will
increase "provider confidence" by
accelerating reimbursement and
qualifying eligibility services, while
at the same time making them more
cost-effective.

For the past 17 years,
10CS has been a leading systems
integrator of information man-
agement systems, which are being
used world wide. 10CS has imple-
mented one of the largest voice
information networks in existence,
serving over 800,000 users across
the country.

If you want a more effective
information system, simply ask
VOICE-NET for a demonstration
by calling 1-800-225-9010
In Massachusetts (617) 890-7596.

W)ICE-NF.T is a trademark of [OCS.

19

VOICE SYSTEMS
A Division of Input Output

Computer Services, Inc.
400 Totten Pond Road

Waltham, MA., 02254
(800) 451-1033
In Massachusetts (617) 890-2299



42 / business insurance, May 26, 1986
spotlight report

4411,

Photo: The Ryan Studio. Stamford. Conn.
Jay Marchant, a consultant with Mercer-Meidinger, developed
American Can Co.'s interactive benefits communication program.

Benefit systems

Continued from previous page

And, employees are offered four
investment options including a
guaranteed income fund, a com-
mon stock fund, a diversified in-
vestment fund and a money mar-
ket fund. All company matching
contributions to the 401 (k) plan are
applied only to the common stock
fund.

"In the last year or so, we
thought the savings plan was very
complex in terms of the tax consid-
erations, investment options and
withdrawal procedures, and |
thought employees needed better
communication,"” Mr. Cassese said.

After the pilot period, the system
will be used to communicate other
benefits, he said.

"The medical options will be the
next on the system," he said. "We'11
build a model into the system to
calculate the employees' medical
expenses and figure which is the

Compare
US Healthcare©% benefits

to your company's
present plan.

INPATIENT CARE

Room and Board-with no deductibles or dollar limitatiors

Surgery

Anesthesia

Intensive/Cardiac Care Units

Operating Room

PRESENT
PLAN

General Nursing Care and Private Duly Nursing when medically necessary

Physical and Rehabilitation Therapy
Drugs and Medications

Ambulance Service, when medically necessary

OUTPATIENT CARE
Primary Care Physician Office Visits ($2.00 Co-pay)
Diagnostic X-Rays & Lab Tests
Injections/Allergy Treatments

Therapy-including Radiation, Inhalation & Chemotherapy

Specialist Care and Consultants

Coverage of all emergency care anywhere in the world ($15.00 Co-pay)

These are just a few of our comprehensive benefits

As you can see, US Healthcare covers
virtually 100% of your employees' medical costs.
That includes doctor bills, hospital costs, and
home care. And your employees get all this addi-
tional coverage at no additional cost to your
company In fact, you might even save the com-
pany money Because US Healthcare adminis-
ters, provides, and pays for health care and
manages costs more efficiently than other health
insurance organizations. And the benefits and
savings are passed on to your company

US Healthcare's complete benefits and
preventive care program, with no claims forms
or paperwork to file, will do a lot to make your
employees happy While US Healthcare's preven-

test choice for them."”

"We will eventually be linking
the personal computers with the
company's mainframe computer,
and | think we'll get to the point
where employees will enroll them-
selves in the plan on the com-
puter.”

Not only do employees get the
opportunity to interact with the
communication system, but they
also eventually will be involved in
deciding which programs they
would like to see presented on the
system.

"Since this is such a powerful
communication tool, one thing
we're likely to do is to ask employ-
ees which of their benefits they'd
like to address next," Mr. Cassese
said.

For now, the company will have
one kiosk set up at its main location
and eventually will "go on the road
to other locations with another

ore," Mr. Cassese said.
Some communication experts

H&VJHC'\RE

100%
100%
100%
100%
100%
100%
100%
100%

100%

100%
100%
100%
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100%

100%

tive medicine program can help to reduce
absenteeism, increase productivity and promote
employee good will; and thafs sure to make

your management happy.

And as far as you're concerned, with every-
body happy, youVe got peace of mind.

For more information or to arrange for a
presentation call 1 -800-323-9930.
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warn that because some of the sys-
tem's technology is so new, it may
be too costly for some employers.

"l have been involved in using
prototypes of this type of system
and it is exciting and sexy-you get
a voice and pictures to explain ben-
efits,"” said Pamela A. Keeler.
director of advanced benefit com-
munications for Metropolitan Life
Insurance Co.'s MetLife SHOWV-
CASE.

"But since it is new, the costs
may be a problem. Also, the touch

screen still has to be perfected a lit-
tle. | don't think its time has come

yet," she added.

"l don't know whether there will
be a large market for this yet.
We're just getting used to personal
computers," said Richard Anthony,
national practice leader in Towers,
Perrin, Forster & Crosby's Phila-
delphia office.

"But, once the technology settles
down and becomes less expensive,”
maybe more employers will be in-
terested, he added.

Mr. Cassese said he doesn't be-
lieve the cost of the system will be a
problem.

While "this is a new technology
in terms of benefit communication,
it's not new in terms of general
technology," he said.

For example, several large com-
panies such as airlines or sales com-
panies have used interactive video
in their training programs for new
employees, pointed out Mr. Mar-
chant of Mercer-Meidinger.

"There is even some use of this
for marketing purposes in shopping
centers," he added.

"l doubt the cost will be a hin-
drance to larger companies. When
you view the power of the educa-
tional tool versus the cost of the
equipment, cost will not be a major
issue," Mr. Cassese said.

"And, the use of this system may
even help to offset the cost of print-
ing and updating benefits book-
lets,” he added.

Other employers who are consid-
ering using this technology and
have evaluated the costs believe
the system is economical.

"This is generally a one-time cost
and when you consider the costs of
what you are communicating, the
costs are small,"” said Peter O'Don-
nell, director of employee benefits
at RCA Corp. in Princeton, N.J.

RCA is considering adding a
video feature to its interactive sys-

tem.

"You should be able to reduce
some-but not all-of the printed
benefit materials and offset those
costs," he added.

And, the ongoing education in
benefits provided by the system is
also worth the initial cost, accord-
ing to Mr. Marchant.

"We at Mercer-Meidinger have
managed a major cost break-
through in using the videos many
companies already have produced
for introducing their flexible bene-
fits plans, costs containment
features and 401 (k) plans, when
producing a system like this," he
said.

"So, we can actually put a pro-
gram together to reinforce what
employees have already seen," and
reduce the cost of producing a new
video, he added.

"Reinforcement is the key here
because this type of communication
is one-on-one for the employee," he
said. "This is really not an ex-
cessive cost.”

Mercer-Meidinger has been
presenting its prototype system at
small seminars in major cities since
last year, Mr. Marchant said.

"We actually pioneered this as a
benefit communication technique
about a year ago,” he noted. "Il
think you'll see a lot of these
coughing up in the next year."

"This system has great applica-
bility," Mr. Cassese said.

"I'm sure this is right as a com-
munication tool. It's going to cause
changes-it's evolutionary,” Mr.
Cassese predicted.
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choose which gem is the best value for your invest-

ment.

It's the same with health care cost containment

software. To know which system is best for you, rely
on an expert.

HS1 offers you more medical cost containment
expertise than an> other software company. We've
pioneered and distributed state-of-the-art cost con-
tainment software technology since 1968. We're
widely known as the developers of the DRG (Diagno-
sis Related Group) patient classification scheme used
by Medicare to reimburse our nation's hospitals.

We've developed a family of integrated cost con-
tainment software products geared to reduce your
escalating health care expenditures. Software pro-
ducts that evaluate hospital claims from both a clini-

expert to spot the best.

cal and financial perspective before. payments are
made to providers of health care.

Now a claims analyst can quickly determine which
hospital claims need further review and which ones
can be paid automatically. The restilts: Improved
productivity and substantial savings of your health
care dollars.

Our family of Cost Containment software pro-
ducts includes the following stand alone modules:
Clinical ClaimK Edit,,: identifies any clinical in-
consistencies on a claim and indicates specific areas
for audit attention.

DR(i A.Kignmenti'rograins: Prmides foracclirate
DRG Assignment in both 1(Z1)-9-CM and CPT per-
mitting payment or comparative analysis by DRG.

Medical (:lainis Monitoring. S,steni:
Incorporates DRG Assignment und Clini-
cal Claims Editing with hospital specific

Health Systems International *

1()() Broadway, New Haven, Connectictit 06.311

(203) 562-2101

HEI

SINCE

payment limits for screening claims, and a complete
data reporting and analysis system.
11>41/(:()1)1'.R: Permits identification of correct
diagnosis and procedure codes from the English
language on the claim.
| tilization Managenwnt Syxteni: Provides a con-
current review and discharge planning package for a
comph-te managed care system.

These da> s. can you afford anyone but a real expert
working for you ? Call for one today:

(203) 362-2101.
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INn order to decide on the best health
care plan, first a benefit manager has
to examine all the available information.

Information on how medical bene-

fits are being used. And why

Which providers provide realistic
costs for services. Which providers don't.

And details on all the claims.

Wading through all this information is
a job in itself. On top of that, you have
to make sense out of it to come up with
the best plan.

Thafs why Connecticut General, a
CIGNA company developed Medical
Management Information services
(MMI). We don't just supply you with the
necessary information. And individually
tailored reports and recommenda-
tions. We guarantee something more,

A personal consultant,

A partner, who can sit down with you
to discuss planning. Someone who
can compare the benefits and health
care providers your employees use
against local, regional and national
norms. Someone who can explain our

recommendations. And help you act
on them.

For more details about our Medical

Management Information services
please write to Coleman O'bole,
MMI Customer Service, C 337, CIGNA
Companies, Hartford, CT 06152.

So when you can't see the benefit

of all your benefit
information, we

can help get you CIGNA

out of the woods.
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perspective

Accounting method is constant variable

By The Insurance Institute I

of America

The following question and answer are that the current, end-month-cost of

drawn from the curriculum for the

producing another such chair would be

A.R.l. exercises

total value of $5,000 to the ending
inventory

* When these are the only options, the

valuation, which assumes that the items choice between LIFO and FIFO depends
remaining in inventory are the earliest

on the risk management professional's

Associate in Rtsk Management designation $140 If this manufacturer has 50 finished ones produced, those with the lowest unit objectives in valuing inventory

awarded by the Insurance Institute of
America They represent the type of

the three e.caminations for the ARM

designation

This morth's question and answer,

simple change in standard accounting

chairs in its inventory at the end of the

month, what is the value of this

« If the accounting department

department must choose one inventory

cost Thus, LIFO would understate
replacement cost even more severely
question asked, and possible answers to, inventory under NIFO, FIFO and LIFO? than would FIFO valuation

If prices have been falling and will
declines to value inventories on a NIFO continue to decline. the inventory
basis because NIFO is not recognized
taken from the May 1986 ARM 54 national under generally accepted accounting
elamination, focuses on how a relatively principles, and if the risk management exposure is that which produces the
lowest replacement cost NIFO again is

If the objective is to generate a
valuation that is as close as possible to the
actual cost of reproducing the inventory,
then FIFO always is preferable to LIFO
regardless of whether prices are rising

valuation method that would reflect most steadily or falling steadily FIFO assumes
accurately the true property loss

that the items left in inventory are the
ones most recently produced, the ones
carrying an accounting value most nearly

measures for valutng ending tnventortes valuation method to be used during both better than FIFO, which would value the approximating current reproduction cost

can generate dollar values that are much rising and falling prices, should the risk remaining inventory at a recent, but still
management professional choose FIFO or artificially high, unit price

more relevant for risk management
purposes than the more traditional
accounting measures of value

LIFOO Justify your choice

If the risk management objective is to
show a particularly high value for ending

LIFO, again reflecting the earliest (but inventory (perhaps to Justify adequate
under these circumstances the most

A: If a manufacturer were to lose its artificially high) cost for the items

insurance coverage), then FIFO is better
during inflationary periods, and LIFO is

Q: During a period of rising prices, inventory of finished goods, the property remaining in inventory, would overstate better during deflationary periods

the risk management professional for a

furniture manufacturer asked the

accounting department to value
of NIFO (next in, first out) rather than

first out)
« Explain why, in this situation, NIFO next

is preferable to both FIFO and LIFO for

valuing finished goods inventories for

NIFO would be preferable to FIFO and
LIFO as methods of valuing finished
goods inventories for risk management

purposes

no pre-existing inventory Assume

80 chairs at a cost of $100 each early in
the month and 40 chairs at a cost of $120

NIFO valuation would be somewhat

recently produced Even these recent

further that the company manufactured costs would understate the true expense FIFO at $5,800 ($4,8001 $1,000)

of reproducing the inventory

reflecting replacement costs, NIFO

destroyed now, the most relevant cost for remains the best of the three measures
FIFO (first in, first out) or LIFO (last in, measuring property loss would be the
unit cost of the items it would produce

loss normally would be best valued at the most severely the replacement cost of the because FIFO assumes that the items left
cost of reproducing that inventory, using ending inventory, being even more

its own manufacturing facilities Thus, if inaccurate than FIFO For accuracy in
inventories of finished goods on the basis this manufacturer's inventory were

in inventory are the oldest,
highest-valued, ones

In contrast, if the aim iS to report the
lowest possible inventory value (perhaps

« Under NIFO, the 50 remaining chairs to reduce premiums payable under a
each are valued at the estimated price of reporting form policy), the opposite is

producing the next one-$140-giving a true LIFO is best during prolonged

In a period of changing (either rising or total value of $7,000 to the ending
falling) prices, the cost of the next item to inventory
risk management purposes, and whether, be produced is more relevant to
if prices were falling rather than rising, measuring loss exposures than the value have been sold are the ones first
of the last item produced For example, produced, so the remaining inventory is credit for the last part of this question on
assumed to be made up of the last chairs the national examination )
better than FIFO valuation, which would produced Of the 50 remaining chairs, 40
slightly understate the inventory's true

* Assume that the manufacturer began replacement cost by valuing the
producing a new line of leisure chairs at remaining inventory on the assumption produced earlier at $100 (total value of
the beginning of the current month, with that these items were the items most

Under FIFO, the chairs presumed to

Under LIFO, the 50 chairs remaining
When prices are rising, NIFO valuation are assumed to be from among those first tute of America, P O Box 314, Malvern.

inflation, and FIFO is best during
prolonged deflation
(NOTE Properly explained, any one of

these three sets of answers earned full

were produced at $120 (having a total
value of $4,800), the remaining 10 were

The sample questions and answers used
in this column are taken from the Assoct-
ate zn Risk Management designation cur-
Ticulum of the ILA For more informatzon
on the content Of the ARM program,
write Dr G L Head, Vp, Insurance Insti-

$1,000) Thus, the overall inventory of the
50 remaining chairs is valued under

each later in the month Assume further is substantially preferable to LIFO produced at a cost of $100 each, givmg a Pa 19355

Court says claimant's refusal not reasonable

A Florida appellate court ruled that the
reasonableness of an employee's refusal to undergo
further diagnostic testing would depend on the relative
dangers of the further tests and the facts of each case

Betty Miller suffered a work-related back injury and
requested permanent total disability benefits from her
employer, TG&Y Stores Ms Miller was examined by
a number of doctors but none could diagnose her injury
with certainty Several doctors, however, recommended
that she undergo alternate tests, which she refused

The evidence presented at a Worker's Compensation
Commission hearing failed to address the nature, risks
and success probabilities of the alternate tests Ms
Miller also did not state her reasons for refusal The
commission ruled in her favor on the issue of the
reasonableness of her refusal The appellate court
disagreed because the reasonableness of a refusal must

depend on the dangers and risks of the proposed tests
and not on fears The court said that if the tests Involved

little or no risk, a claimant's refusal would not be
reasonable, notwithstanding her genuine fears TG&Y
Stores us Miller, District Court of Appeal of Florida,
June 13, 1985 (BI/03/Ju -$5)

Fraudulent/dishonest act

legal briefs

that, under Florida law, a bank's fiduciary insurer could

not, upon the assertion of subrogation rights arising
from payment of the bank's claim under a fiduciary
bond, recover from the bank's directors or directors'

(BI/O3/A -$5)

Completed operations

A completed operations exclusion does not preclude
defense and indemnification by an insurer where the
alleged negligence occurred in the course of sale of

insurance company under a director's liability policy, in goods, according to the Minnesota Supreme Court

the absence of proof that the directors had actual
knowledge of the embezzlement, dishonest purpose or
furtive design

In 1174, the Dixie National Bank sued Employers
Commercial Union Insurance Co to recover under a
banker's blanket bond policy for loss resulting from the
embezzlement of Dixie Bank's former cashier after

Employers denied the claim

American Trailer Service Inc was sued by Fritz
Trucking Inc for negligence in failing to provide
installation instruction for a fifth-wheel assembly sold
to and assembled by Fritz The assembly broke after
installation, causing property damage

American was insured by The Home Insurance Co
under a business owner's policy that included exclusions
for products hazard and completed operations Home

Employers, in turn, sued the bank's directors and the refused American's demand to defend and indemnify it

American Home Life Insurance Co, the directors'

insurance company, under a directors policy, asserting

American brought this suit seeking to require Home to
provide defense and indemnification The trial court

subrogation rights upon payment of Dixie Bank's claim ruled for Home

In 1976, Employers and Dixie Bank settled their

The appellate court reversed, concluding that the

dispute, and the bank assigned to Employers its rights to completed operations exclusion was meant here as a

any claims it might have against the other parties The

limitation of coverage for accidents due to defective

trial court then found in favor of the directors and their workmanship occurring after the completion of the

insurer, American Home

The appellate court, looking to Florida law, said that

The U S Court of Appeals for the 11th Circuit ruled in the absence of actual knowledge of embezzlement,

dishonest purpose or furtive design by Dixie National

These abstracts were prepared by Cases Unlimited Inc A Bank's directors. equity would not permit the fidelity
copy of an ent:re decision may be obtained by sending a insurer to sue the officers and directors individually
check for $s made out to Cases Untimited to Business Dzzle Nattonal Bank of Dade County us Employers

Insurance 740 N Rush St, Ch:cago, m 60611 List the Commerclat Union Insurance Co Of America, U S Court Insurance Co, Supreme Court of Minnesota, Feb 12,

number for each opinion

of Appeals for the 11th Circuit, May 6, 1985

work by American, on a construction or service contract
and did not preclude coverage in this case

The court also said that no sale or defective product
had been alleged, only negligence in providing
instruction On the facts here, the court said that
exclusion also did not preclude coverage or

indemnification Amer:can Trajler Service us Home

1985 (BI/01/M -$5)
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- Welcome to the world of Resource Information
P e i, O X Management Systems, Inc. (RIMS). Our state-of-
s W the-art software and innovative support net-
B S : ‘ work has made us Number One in the world of
healthcare data and utilization management.

w( Our QicClaim Healthcare Data Management

. System has revolutionized the world of health
benefits management. Hundreds of third party
administrators, insurance carriers, and self-
administered corporations have gained plan
administrationcontrol and are effectively utiliz-
ing the wealth of healthcare data captured by
QicClaim. Many of these organizations are also
taking advantage of the optional modules
available for Pre-Certification & Medical Case

Management, Billing & Accounts Receivable, Dis-
r ability Processing, Prescription Drug Processing
N % and Flexible Benefits Administration.
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» o % L N RIMS is leading the way with a Program for Alter-
e / ' native Care Environments—QicPACE. A world of

v iy, advanced technology and automated solutions

% | is available for Health Maintenance Organizations

E R 8 e and Preferred Provider Organizations. QicPACE
features unsurpassed capabilities for managing

; : = l contracted providers, accommodating prepaid

> ' or capitated payment schedules and processing

/ . AN : fee-for-service or out-of-area claims.
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serware — Pyjrectory of benefit software

has limits:

Hewitt Associates
Consultants e h . .
100 Half Day Road, Lincolnshire, 111. o
Cascade 60015; 312-295-5000 L
Interactive benefit commu A-S. Hansen Ine. Johnson & ngglns
cati . t rool Technologies Inc. 1417 Lake Cook Road, Deerfield, 95 Wall St., New York, N.Y. 10005:
n|<?a fon _Sys ems <?an replace Suite 1500, Two Penn Plaza, New 111.60015; 312-948-7400 Year founded: 1940. 212-701-8176
printed information on em- York, N.Y. 10121; 212-244-3100 Software products:
ployee benefit communication, Year founded: 1930 Interactive Enrollm‘ent Software: un- Year founded: 1845
consultants warn. Year founded: 1985. Software products: bundled hard q £t -f' ¢ Software products:
. " . N " un e araware an sortware; 1irs . .
"Software is only as good as Soft\{vare products.. ) . Interactive Benefit Communication ) lati 1 ] | ) Interactive Employee Communica-
. i K N Capital Accumulation Projections System: $4,500; unbundled hardware installation, 1986; used by employees to tion System: $10,000-$50,000: unbun-
its support communication, . i | . . model and record elections for flexible Y . ’ ’ ’
System (CAPS): $300; unbundled hard- and sof.ware; first installation, 1984: ] dled hardware and software: first in-
S?ys _Steve Ramsey, a C_omn?u- ware and software; first installation, four total installations; projects 401(k), benefit plans. stallation, 1986; three total installations
nication consultant with Lin- 1986; six total installations; functions early retirement and executive com- Staff: 425 total staff members, 325 i i i i
. . . . . functions include benefit plan descrip-
colnshire, lll.-based Hewitt As- include demonstration of 401 (k) plan pensation programs. professional staff members. tion and account balances; employer
sociates. savings. Staff: 650 total staff members, 475 Locations: Atlanta; Rowayton, Ct.; clients include RCA Corp. ’:ntegrated
"These systems are a very Staff: Seven total staff members, five professional staff members. Santa Ana, Calif,; The Woodlands, Resources Inc.
effective way to communicate, professional staff members. 1983 gross revenues: Not reported. Texas; Boston; Chicago; Dallas; Dayton, Staff: 15 total staff members, 12 pro-
: . : : i - i Ohio; D ; Detroit; H t L i
but as stand-alone systems, Locations: Westbury, N.Y., Jersey Principal officers: Larry M Fisher, io; Denver; Detroit; Houston, Los fessional staff members.
R L City, N.J. chairman/chief executive officer; Ste- Angeles; Milwaukee; Minneapolis; New Clients: Three total clients; 3349
they're limited and not as ef- ) ) , . i . . : ’
. . 1985 gross revenues: Not reported, ven W. Fargason, vice chairman; York; Phoenix; St. Louis, Mo.; San with gross revenues $200 million-$500
fective," agrees Dennis B 100% f e ) - . . 9
’ ! ; : ° from software. N Howard F. Lund, president/chief oper-  Francisco; Seattle; Tampa, Fla. million, 331/5% $500 million-$1 billion,
McKoy, senior vp in the New Principal officers: William E. Col- ating officer; James E. MeGarry, execu- 1985 gross revenues: Not reported. 3336% $1 billion-$3.5 billion.
York office of Johnson & Hig- gan, president; Frank J. Joicy and tive vp-finance/administration: Philip Principal officers: Peter Friedes, Locations: Princeton, N.J ; Los An-
gins. Vigdis Austad, vps. G. Henderson, senior vT. chief executive. Continued Dn page 51

"Printed and computer in-
formation can be integrated,”
for more effective corhmuni-
cation, he adds.

Employers need to maintain
printed communication to en-
sure that employees who ref-
use to use the computerized
communication are informed

of their benefits.

"It's very important to keep
up printed communication be- O I I I p Oyee
cause different people learn in
different ways," advises Ray
M. Dix, assistant vp with Til- H I th C C t
linghast, Nelson & Warren in e a a re OS S
Atlanta.

"Employers make an error if
they choose only one kind of
communication,” he adds. M a ke
"And, there's a lot to be said

for repetition and presenting
the same idea in different

.

Your Clients
"With these systems, you

don't want to penalize any em-

ployee who doesn't use the

computer,” notes Maureen S ee R ed ?
Kincaid, a consultant with ]
Hewitt.

"Employers should keep up
other forms of communication.
These systems are not in-
tended to be a replacement for
that. Instead, they help em-
ployees to get more actively
involved with understanding
their out-of-pocket costs," or
savings, said Ms. Kincaid.

At RCA Corp., the printing
bill has been reduced since the
interactive Employee Infor-
mation System became avail-
able to employees last year.

"But, paper is still impor-
tant. We were able to back off
a little on printed information
that employees usually don't
read anyway," said Peter
O'Donnell, director of em-
ployee benefits.

"Paper is a little bit of a se-
curity blanket," he added.

In addition, printed commu-
nication is needed "to let em-
ployees know the software is
there and how to use it," Mr.
Ramsey said.

Peripheral communication
was the key to the success of
NCR Corp.'s interactive sys-
tem, EstiMATE, according to
Douglas Bartlett, director of
employee benefits-United
States in Dayton, Ohio.

"We took a lot of time to
communicate this to employ-
ees," before implementing the
system, he said.

For example, a short video-
tape introducing the system
was shown to employees a few

months before the system was Provident Mutual Group Sales and Pension Offices

fgz'i'::l;‘;“fj:“;g;;;jrye,shfz Atlanta Suite 990, 211 Perimeter Center Parkway, Atlanta, GA 30346 (404) 393-1300 « Baltimore/Washington Suite 408,2€
tirerent program and employ- Columbia Corporate Center, 10420 Little Patuxent Parkway, Columbia, MD 21044 (301) 5984800 « Charlotte Suite 1111, United
ces received personalized Carolina Bank Building, 212 South Tryon Street, Charlotte, NC 28281 (704) 376-6209 « Chicago Area Suite 240, 1100 lorie
statements of their benefits to Boulevard, Oak Brook, IL 60521 (312) 325-9222 « Dallas Suite 518, One Turtle Creek Village, Dallas, TX 75219 (214) 526-4350 «
use when projecting their re- Detroit Area Suite 204, 26200 Lahser Road, Southfield, Ml 48034 (313) 354-5850 « Greensboro RO Box 10400, Greensboro, NC
tirement income on the sys- 27404 (919) 294-4240 » Houston Suite 102, 2121 Sage Road, Houston, TX 77056 (713) 621-7650 « Minneapolis Suite 240, BLN
tern. Office Park, 2001 Killebrew Drive, Bloomington, MN 55420 (612) 8544122 «New England Russia Wharf, 4 Central, 270 Congress

Street, Boston, MA 02210 (617) 423-4283 « New York Suite 700,150 East 52nd Street, New York, NY 10022 (212) -59-€111



Clients. 36 total clients

Clients 10,000 clients
Locations- 86 offices worldwide, in-

Continued from page 50 American Express Co Inc
geles 1985 gross r€venues: Not reported

1985 gross revenues- $1 5 million, Principal officers. Richard C Sears, cluding 41 in the U S Communications fessional staff members
90% from software, 10% from hard- chief executive partner, David A Resource Center located at 222 South
Skovron, chief operating partner, R T Riverside Drive, Chicago, Il 60606, 100% with gross revenues exceeding
312-930-6451 $3 5 million

1985 gross revenues: Not reported

Principal officers: Robert V Whitman, partner
Hatcher Jr, chairman/chief executive
officer, James G Harlow and Dennis B
McKoy, senior vps

1985 gross revenues: Not reported,
revenues derived from software and
services VP

Principal officers- Diljit S Juneja,

- president, John G Ireland, chairman,
Douglas D Stegner, vice chairman,
Robert A Brochu, Peter Coster, Joseph t
Holtzer, Frank Peabody IlIl and Ronald
M Walker, executive vps

k William M.
- Mercer.Meidinger Inc.

1211 Ave of the Amencas, New

Kw. ha Li n
asha pto York, N Y 10036, 212-997-7171

P O Box 1400, Fort Lee, N J
07024-1400, 201-592-1300

Towers, Perrin,
Forster & Crosby

245 Park Ave , New York, N Y
10167, 212-309-3665

Metropolitan Life
Year founded. Wilhaw M Mercer INnsurance

Inc ana Meid nger Inc merged in 1984,
Williarr M Mercer Inc wa: founded in

Co..Advanced Benefits
Year founded: 1944

Communication Year founded: 1934

Software products- 1937, Meidinger Inc was founded in
Interactive Benefit Communication 1936
System $25,000-$40,000, unbundled Parent company: Marsh & MelLen-
hardware and software, first installa- nan Cos Inc
tion, 1985, six total installations. Software products-
Custcm Software funct ons Include

One Madison Ave, New York, N Y
10010-3690, 212-578-2211

Software products:

SSCALC $1,000 for micro-computer,
$4,000 for mainframe, unbundled hard-
Year founded: 1868 ware and software, first micro-com-
functions include executive compensa-

tion, retirement counseling, flexible communicat on of flexible benefit

Software products. puter installation, 1984, first mainframe
MetLife SHOWCASE unbundled installation, 1974, micro-computer, 100
benefit plan communication and enroll- plans, ne.uding 4.01(k), thrlit, savings hardware and software, first installa- total installations, mainframe, 90 total
ment, savings and retirement Income and deferred compensation plans, pre- tion, 1983, four total installations, pro- installations, functions include calcula-
projection, HMO enrollment retiremenz and financial planning vides employees with access to infor- tion of Social security benefits

Staff: 275 total staff members, 22 Staff 3 993 to-.al staff members, 1,800 mation on benefits, employer clients in- FLEXSELECT unbundled hard-
professional staff members professional staff members clude Rockwell International Corp, ware and software, first installation,

Provident Mutual's cost

contaimnment features are a

sight for sore eyes.

With our customized plan designs,

your large case clients can choose

d from a variety of cost containment

: features designed to help curb the
rising costs of providing employee

health care benefits. Features such

as pre-admission certification/

#r - continued stay review...
mandatory second opinion for
b <=. : surgery... limitation on weekend
VvV 5. t_"

£4>,4 admissions... pre-admission

testing... and use of coinsurance
- and deductibles can support your

clients’ cost containment efforts.

Additionally, your clients may
select the conventional or alternate

funding method which most
completely meets their needs.

= 1 To learn more about how our large
s o= case medical plans can put your
52 - client in the pink, call one of the
25- 14.
- Group Offices listed below.
2 »- 3 -
= 5 5 "
.=Sik<pr+'1

PROVIDENT MUTUAL

SECURITY THROUGH FINANCIAL SERVICES

North &Central New Jersey Suite 301 600 South Avenue Westfield, NJ 07090 (201) 233-3400 *North California Suite 2475,
120 Montgomery Street, San Frdncisco, CA 94104(415) 392-5117 « Florida Suite 330,555 Winderly Pl,ice, M,ntl,ind FL 32751 (305)
660-0801 « Philadelphia Suite 1506, Two Pinn Center Plaza, Philadelphia, PA 19102 (215) 568-3930 * Southern California
Suite 1510,3250 Wilshire Boulevard, Lo, Angeles CA 90010-1605 (213) 383-6000 * Mid-Atlantic Pension Office Suite 141, 111
Presidential Boulevard, Bala Cynwyd, PA 19004 (215) 6675545 « Midwest Pension Office Suite 240, 1100 Jorie Boulevard, Oak
Brook, IL 60521 (312) 325-9222 <Northeast Pension Office Sitite 700, 150 East 52nd Street, New York, NY 10022 (212) 759-0111
* Southern Pension Office Suite 1105,212 S Tryon Street, Charlotte, NC 28281 (704) 377-0563
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1985, communicates to employees how

Staff- 16 total staff members, 11 pro- flexible benefit programs operate, and

the result of their elections on available

Clients- Total clients not reported, credits and take-home pay

ASK ELISE unbundled hardware

and softwbre, first installation, 1986,
functions include esitmation of retire-

Principal officers- James Valentino, ment income with emphasis on com-

panies' savings plans

Locations: Offices throughout the
U S and worldwide

1985 gross revenues: Not reported

Principal officers: Quentin | Smith
Jr, chairman/chief executive officer,

- James E Keilley, president, Robert C

Phillips, vp/manager-practices & prod-

ucts

The Wyatt Co.

Suite 5600, Sears Tower, 233

South Wacker Drive, Chicago, lll

60606, 312-876-2000

Year founded- 1946

Software products.

Wyatt Investment Savings Estimator
(WISE) $2,500-%$7,000, unbundled hard-
ware and software, first installation,
1985, four total Installations, shows ef-
fects of 401(k) plans on taxes and take-
home pay and projects savings

Retirement Benefit Planner $25,000-
$30,000, unbundled hardware and soft-
ware, first installation, 1986, two total
installations, shows current and future
effects of pension, savings and social se-
curity and various pension pay-out ope-
tions

Staff: 2,300 total staff members, 760
professional staff members

Clients: 10,300 total clients

Locations: Atlanta, Boston, Cleve-
land, Dallas, Denver, Detroit, Fort Lee,
N J, Grand Rapids, Mich, Honolulu,
Hawaii, Houston, Los Angeles, Mem-
phis, Tenn, Mmmi, Minneapolis, New
York, Orlando, Fla, Philadelphia,
Phoenix, Portland, Ore, San Diego,
Calif, San Francisco, San Juan, Puerto
Rico, Seattle, Stamford, Ct, Washing-
ton,D C

1985 gross revenues- Not reported
Principal officers J Perham Stan-

ley, president, VV Clark Beaird,
vp/treasurer, Edwin F Boynton,
vp/secretary

Directory lists
software firms

Listed in this directory are
companies that produce and
supply software systems prod-
ucts for the purpose of com-
municating employee benefit
programs to employees It IS
printed in conjunction with
the directory of employee ben-
efit information systems,
which lists software products
used by benefit managers and
begins on page 20.

Company listings begin with
the year founded and parent
company, if any

Information on software
products follows Included are
the average completely in-
stalled price, whether the soft-
ware and hardware are bun-
dled or unbundled, the year of
the first installation, the total
number of installations to date
and the functions of the prod-
uct

A partial list of client com-
panies is also included if re-
ported by the vendor

Paragraphs on staffing, eli-
ents, branch offices, 1985 gross
revenues and names and titles
of principal officers complete
the listings

A\ listing in the directory is
free of charge But, companies
wishing to be Included had to
fill out and return a Business
Insurance questionnaire

If you wish to be put on the
mailing list for the 1987 di-
rectory of employee benefit
communication systems,
please write Marilou Jones,
Directory Editor, Business In-
surance, 740 N Rush St, Chi-
cago, Il 60611, or call 312-649-
5279

Although we make every
effort to publish complete and
accurate listings, Business In-

surance is unable to verify all
information



These hospitals belong to the John Hancock
Preferred Health Plan Network in your area.
Formore information, calll-800-225-5800, x575.

IIMethuen

Lowell

Beverly E

Woburn
Concord
Melrose
Arlington
Cambridge
OMarlborough

Newton O

O OSTO

Jamaica Plain

Dorc s e

Norwood

S. Weymouth

Stoughton

HOSPITALS IN MASSACHUSETTS:

Beth Israel Hospital
Boston, MA

Beverly Hospital
Beverly, MA

Bon Secours Hospital
Methuen, MA

Carney Hospital
Dorchester, MA

Cape Cod Hospital
Hyannis, MA

Choate-Symmes Health Services
Arlington, MA - Woburn, MA

Emerson Hospital
Concord, MA

Faulkner Hospital
Jamaica Plain, MA

Goddard Memorial Hospital
Stoughton, MA

Lowell General Hospital
Lowell, MA

Marlborough Hospital
Mariborough, MA

Massachusetts General Hospital
Boston, MA

Massachusetts Eye 4 Ear Infirmary
Boston, MA

Melrose-VWakefield Hospital
Melrose, MA

Mount Auburn Hospital
Cambridge, MA

New England M i 1 mt o
Boston, MA

Newton-Wellesley Hospit 1
Newton Lower Falls, MA

Norwood Hospital
Norwood, MA

South Shore Hospital
S. Weymouth, MA

University Hospital
Boston, MA

HyannisO
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Do you know what it's like trying
to find a health plan™?

I've got Accounting saying make sure it

saves nmoney.

Personnel saying make it easy
to administer.

AnNnd a CEO saying make sure the
employees are satisfied.

Why me?

How do you find a
health plan that takes
care of everybody?
The idea is to look
for something that
combines the best
features of HMO's,
PPO's, and traditional

iNnsurance.

To begin with, you
Nneed an effective
Patient Care Manage-
ment system. One

that offers primary
care physicians,
on-going reviews of
hospital services
rendered, and verifi-
cation of medical
Nnecessity prior to
non-emergency
admissions. You’'ll
also need utilization
and cost-summary
reports which can help

you keep a constant
tab on costs.

Another important
concern is funding.
You should have the
option of insuring
your plan or simply
using administrative
services to process
claims. It may also be
to your benefit to
choose a plan that can
be "experience-rated”,
so that your cost is
based on your actual
health care expenses,
not a pooled community

average.

If this combination of
benefits makes sense
to you, you'll be
iNnterested in the

John Hancock Preferred
Health Plan - a health
care solution that
combines the best
features of an HMO,
PPO and traditional

iNnsurance. 1f you'd
like to knowvw more

about Hancock Pre-
ferred, or if you're a
broker interested in
offering the plan,
just turn to the back

of this page for more
iNnforrmation. YYou’'ll

feel better for it.

rJOHN HANCOCK

TREFERRED

HEALTH PLAN
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Lloyd' s expects '83 results to mirror '8

By STACY SHAPIRO

LONDON-LIoyd's of London's
global results for 1983 will be "just
as bad" as those for 1982, predicts
Lloyd's Chairman Peter Miller.

Mr. Miller said he expects
Lloyd's non-marine results to be
the same or worse than last year,
when Lloyd's reported a 314.4 mil-
lion pound ($510.3 million) loss on
general liability business, although
marine results will remain profit-
able.

Lloyd's will announce its 1983
global results in September under
Lloyd's three-year accounting sys-
tem.

Last year, Lloyd's reported a 62%
drop in its overall 1982 profits,
which it attributed to liability
losses of 57 million pounds ($92.3
million according to the Jan. 1,

Eugene G. McCarthy, MD MPH

Director.

1982, exchange rate) (Bl, Sept. 9,
1985).

Mr. Miller blames the "American
legal system" for Lloyd's poor non-
marine results and the withdrawal
of many Lloyd's underwriters from
the U.S. casualty
market. irmillill

"It is because .-& | ——_
the American Flifig /ml

the interpreta- . ___. - e

fiom=0f.policy.

proportion by ../il
jury, has totally Mr. Miller
changed the

legal environment contemplated
when the policy was written,” he

said.

He welcomes the effort to pass

some kind of tort reform in the
United States, but he warns that
"there is a hell of a long way to go."

In a recent speech to the British
Insurance Brokers Assn., Mr.
Miller warned tha: if Britain fol-
lows America's lead, it, too, could
suffer a liability insurance short-
age, which could lead to discontin-

ued products, higher professional
fees and the lack if medical ser-

vices.

"Anyone who thinks that | am
exaggerating should look at the
American experience and beware
-where factories are having to
close, where doctors are unable to
practice, where lawyers cannot
give advice, where day-care cen-
ten are being closed, where amuse-
ment facilities in parks are being
withdrawn-and then reflect

whether they want that to happen

in this country,” said Mr. Miller.

"l urge those who make our laws
and those who interpret our laws in
the courts to be aware of the trap of
going too far in this matter. If we
follow the American example,
which they now most painfuly
have to reverse, we shall rue the
day," he said.

Turning to a different subject,
Mr. Miller told the assembled bro-
kers that Lloyd's wants to write
more personal lines business.
Lloyd's currently only writes about
2% of Britain's 2 billion-pound per-
sonal lines business, he said.

Mr. Miller emphasized, however,
that Lloyd's isn't moving into per-
sonal lines to make up for the bad
results incurred on U S. commer-
cial lines business.

"l hope the percentage of the
U.S. market business will continue

660ur panel of over 28,000
Board Certified Surgeons
are saying NOT CONFIRMED
to at least 14% of elective

The National Second Opinion Program

surgery originally advised ...

The NewYork Hospital-Cornell Medical Center National Second Opinion Program
provides one of the most powerful health benefit cost containment tools avail-

able to you today.

Here is how you save:

For every dollar you spend on a Second Opinion, you can save as much as
$25.00-depending on the surgical procedure. On the average you will save
$4.00 for every dollarspent in a focused program.
~ One out of every four patients confirmed for surgery were judged by the
Second Opinion surgeon capable to be shifted from in-hosoital to less costly

ambulatory care.

"~ Outcome studies show 85% of the non-confirmed Second Opinions in a focused
program never do have surgery.

The NewYork Hospital-Cornell Medical Center National Second Opinion Program
is being proven effective with over 2800 companies-incliding Fortune 50
Corporations, the naticn's largest JointTrust Funds, most major insurance companies,
and Prior Authorization programs.

Dr. Eugene McCarthy would be glad to discuss the integration of this vital cost
containment tool into your health benefits program. Please call:

Eugene G. McCarthy, M.D., M.RH.
Director of the Health Benefits Research Center -

c/o NewYork Hospital-Cornell Medical Center

it.» 14.1:

AIWITA

235 East 67th Street, Room 201, NewYork, NewYork 212 737-7676

to grow," he said.

Mr. Miller pointed out that
Lloyd's could move further into the
British personal lines market by al-
lowing non-Lloyd's brokers and
policyholders to deal directly with
Lloyd's.

Currently, except for some auto-
mobile policies, all LIoyd's business
is conducted through Lloyd's bro-

kers.

There is a lot of "loose talk" in
the market that Lloyd's un-
derwriters may stop using Lloyd's
brokers and deal directly with non-

Lloyd's brokers or policyholders,
Mr. Miller said.

Under Lloyd's Act of 1982, the
Lloyd's Council can approve direct
dealing with non-Lloyd's brokers
and clients if a Lloyd's underwriter
requests it, he said.

The council has never used this
power, however. Nevertheless, if a
Lloyd's broker failed to give ade-
quate service to Lloyd's or to his
client, Lloyd's can permit direct
dealing.

"Lloyd's brokers are a marvelous
selling arm, and | foresee no funda-
mental change in their paramount

importance to Lloyd's as such," Mr.
Miller said.

"However, there are some areas
of business where a degree of direct
dealing between underwriters and
policyholders is appropriate.
Frankly, that degree depends upon
the speed and efficiency with
which premium moneys flow one
way, and claim moneys flow the
other," he said.

The council currently is imple-
menting regulations for all Lloyd's
brokers, Mr. Miller said. Among
the areas on which Lloyd's wiill
concentrate are:

* Testing the competency of
brokers and directors of the broker
board as well as the suitability of
the broker's corporate structure.

« Establishing a detailed code of
conduct.

* Monitoring all Lloyd's brokers
with a "spot check" system. .
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If you're the health benefits manager At Maxicare, we have a National
of a company with many far-flung offices, ~ Benefits Manager wholl help you design
plants, stores and the like, [> one single plan—with one
we can offer you the em- ' [ ‘ £ single billing statement —
ployee health mainten- ¢ tailored to meet the specific
ance plan of your dreams. B needsof your company.

The Maxicare Health m = A manager wholl also be
Plan is available in 13 states, \ your one convenient source for
and will soon be available in NewYork. &7 all future help and information.

This will not only make your employees Not only that, we'll assign each of your

feel good all over; but relieve you of the locations a representative to give your
hassles and paperwork of a multitude of ~ local people all the day-to-day assistance
separate plans. they need.

o learn more about how Maxicare’s
one-source, one-plan approach can cut your
costs, consolidate your billing, simplify your
records, and relieve the symptoms asso-
ciated with running an employee health
plan, write to Maxicare National Marketing,
5200 West Centuw Blvd., Los Angeles, CA
90045. Or call (213) 568- 9()00 Ext. 4363.

Maxicare®)

Health care the way it was meant to be.
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Britain unlikely to cap liability, official says

By STACY SHAPIRO

NOTTINGHAM, England-It is unlikely
that the British government will cap the lia-
bility of certain professionals, such as doctors
and accountants, said a senior civil servant of
the Department of Trade and Industry.

"If you intervene in dynamic situations,
you are likely to fossilize and stamp out inno-
vation. A new force will emerge to meet the
demand," said John Caines, deputy secretary
for the DTI.

"We are getting great pressure to cap liabi-
lities,"” he added. However, he believes that it
is unlikely :hat liability will be limited.

Mr. Caines was a member of a panel that
fielded brokers' questions at this year's Brit-
ish Insurance Brokers Assn. conference.

Other panelists were Peter Duerden, gen-
eral manager of Royal Insurance (U.K.) Ltd.;
David Palmer, chairman of Lloyd's broker
Willis Faber P.L.C.; and David Davies, direc-
tor of Osmond, Davies & Co. Ltd., a small

'It does not imply that the market is losing the business
forever,' says David Palmer, manager of Lloyd's broker Willis
Faber P.L.C. 'One is just seeing a cycle for initiative.

We, as an insurance industry, must recognize

these cycles and roll with the punches.’

brokerage in Tonbridge, England.

Mr. Palmer pointed out that today's hard
market in some ways repeats history.

"Self-insurance, mutual insurance, recip-
rocals, captives are always a natural reaction
to the dissatisfaction with the conventional
(insurance) market," he said.

Some of the largest insurance companies in
the world, in fact, began as a direct conse-
quence of the lack of insurance, he said, in-
cluding Commercial Union Assurance Co.
P.L.C. and Factory Mutual System insurers.

With THE EXAMINER, we

cleared an 8 week backlog in
the first 2 weeks of production!”

NH/wWw... . P-/

I'N

=%+ /1> BB\

REINa_EXPESIEZ -

Today's new pools and mutuals are no dif-
ferent than those formed many years ago, he
said, noting that the commercial insurance
ma-ket has endured many cycles.

"It does not imply that the market is losing
the- business forever," said Mr. Palmer. "One
is just seeing a cycle for initiative.

"We, as an insurance industry, must recog-
nize these cycles and roll with the punches."”

Mr. Duerden agreed: "We are seeing a
change in the shape of the market, but it is
stil. a private enterprise approach."

Can you say that? Our users can.
That's because THE EXAMINER
supports more than claims
prccessing. THE EXAMINER
enables you to manage your
business more effectively.

Fast and Reliable.

THE EXAMINER improves
prcductivity because you manage
more claims, more accurately You
improve service to your claimants
and control costs, too. Our users say
THE EXAMINER is easy to use, it
even boosts employee morale.

Software For The Future.

We realize a claims system is only as
good as the commitment behind it.
So we've designed THE EXAMINER
to evolve with your needs. Not a
series of add-ons, but one system
thai always remains current.

Ussr Insurance.

Best of all, THE EXAMINER is
insurance: our commitment to your
business. We work with you to
ensure THE EXAMINER supports
your evolving business needs.

As rhe leading insurance software
company, PMSC backs every system
with full training, service and
SUFPort. An active user group.

< Continued product growth. And -:
support that's just a phone call away.

Let us show you how THE
EXAMINER can work for you. For
more information, please call

our Vice-President of Marketing at
(214)235-2901.

The Insurance Software People

Policy Management S¥stems Corporation

roup & Investment S¥stems Division

9441 LBJ Freewah Suite 400
Dallas, Texas 75243

(214) 235-2901

Panelists also said that the British insur-
ance industry should commit more funds to
employee training.

Mr. Caines added that technology is having
a major impact on business, and this should
be an increasing component in training.

"Don't forget to train and educate your
customer,” he added.

In the area of training, BIBA offers the na-
tional Youth Training Scheme, in which stu-
dents serve summer apprenticeships at insur-
ance brokerages. The program has been very
successful, noted BIBA Chairman A.V.
"Dickie" Alexander.

David Rowland, chairman of Lloyd's bro-
ker Stewart Wrightson Holdings P.L.C.,
which ran the pilot project for the training
program, said it "has been a revelation.”

He pointed out that many youths have the
drive and tenacity necessary to be good in-
surance brokers. With the right training,
"they make you more money," Mr. Rowland
_— ——a <. __ ——

Bill regulating

life brokers
irks others

LONDON-British insurance
brokers are deeply concerned
about several issues, at least one of
which is not connected with the
tightening commercial insurance
market.

The more than 350 delegates to
the British Insurance Brokers Assn.
conference, held April 18-19, were
increasingly worried about the Fi-
nancial Services Bill, now pending
in Parliament and scheduled to be-
come law this year.

The bill, which will provide
stricter regulation of various as-
pects of the financial services in-
dustry, includes new regulatory
measures affecting life insurance
brokers.

Under the bill, these brokers
would be monitored by Self-Regu-
lating Organizations that are
directed by members of the indus-
try being regulated. Two SROs

would be formed for life insurance

brokers: one for independent life
insurance brokers and one that

would regulate those tied to an in-
surer, as well as the life insurer it-
self.

However, the bill does not in-
clude any provisions to regulate
non-life insurance brokers, and
that worries BIBA members.

Currently, all companies calling
themselves "insurance brokers”
must register with the Insurance
Brokers Registration Council, a
quasi-regulatory body set up by the
Insurance Brokers Regulation Act
of 1977.

However, insurance interme-
diaries that do not use the title
"broker" do not have to register.

Non-life insurance brokers say
because they will not be affected by
the increased regulation under the
bill, the public will perceive them
as non-regulated.

BIBA had requested a House of
Commons committee to include all
brokers and intermediaries, includ-
ing non-life companies, in the Fi-
nancial Services Bill to eliminate
the differences in the way various
companies that provide essentially
the same services are regulated.
But that idea was rejected.

Now BIBA wants the govern-
ment to form separate regulatory
organizations for all non-life bro-
kers and intermediaries, whether
or not they call themselves bro-
kers.

The current Financial Services
Bill also poses another problem for
British brokers, they note. Since
the regulations will only apply to
life insurance brokers, large bro-
kers will have to segregate their
operations in order for their life in-
surance operations to comply with

the law.



By STACY SHAPIRO

LONDON-The rate of reinsurer

withdrawal from the product lia-
bility and professional liability in-
surance markets has leveled off,
according to a recent Reinsurance
Offices Assn. survey.

However, commissions paid by
the reinsurers to ceding companies
continue to decline, and rates for
the reinsurance capacity that re-
mains continue to climb, the survey
shows.

The ROA polled its 113 members
about results of the year-end re-
newal season, which traditionally
runs from the end of October
through February.

But, the renewal season this year
lasted until March, which forced
the ROA to tally its 1986 renewal
season results at the beginning Of
last month, noted an ROA spokes-

The survey is based on the re-
sponses from 54 companies, includ-
ing such major reinsurers as Mun-
ich Reinsurance Cos. (U.K.) Ltd.
and Swiss Reinsurance Co. (U.K.)
Ltd.

So far, the ROA has not officially
interpreted the results, but an ROA
spokesman pointed out that the
changes in the British reinsurance
market in 1986 were not as dra-
matic as those in 1985.

For example, British reinsurers
have long suggested that commis-
sions paid to ceding companies be
reduced in the tightening market.
But, in all classes of business, more
than 57% of the reinsurers sur-
veyed said that the commission rat-
ing remained the same for renewal

business.

About 39% or more of the rein-
surers in all classes said that com-
missions were reduced, and the rest
said that commissions actually in-

creased.

Specifically, the ROA study dis
covered:

« For short-tail accident (casu
alty) business totaling 35 million
pounds (about $53.9 million at cur
rent exchange rates) in premium
from 1,080 contracts written, 59.8%
kept commissions the same, 39.3%
decreased commissions and 0.9%
increased commissions.

« For 353 long-tail accident (cas
ualty) contracts that produced 36
million pounds ($55.4 million) of
premium, 57.8% kept commissions
the same, 41% of commissions de
creased and 1.1% increased com
missions.

* For 4,272 fire contracts total
ing 246 million pounds ($378.8 mil
lion) in premium, 59.5% kept com
missions the same, 39.9% decreased
commissions and 0.5% increased
commissions.

* For 494 engineering contracts
totaling 31 million pounds ($47.7
million) in premium, 70.2% kept
commissions the same, 29.2% de
creased commisions and 0.6% in
creased commissions.

« For 1,395 marine contracts to
taling 39 million pounds ($60 mil
lion) in premium, 64.3% kept com
missions the same, 34.5% decreased
commissions and 1.2% increased
commissions.

= In 160 aviation contracts total
ing 12 million pounds ($18.5 mil
lion) in premium, 67.4% kept com
missions the same, 32.6% decreased
commissions and none increased
thenn.

- In five London market excess
of-loss contracts, 60% kept commis
sions at the same level and 40% de
creased them.

The ROA did not ask specifically
how much commissions decreased
or what the current commission
rate was.

The number of reinsurers with
drawing from certain lines of busi
ness seems to be holding steady, ac
cording to the ROA survey.

For example, the same number

of companies-20-that did not
write product liability last year will
not write it this year.

Also, the number of companies
continuing to write professional li-
ability reinsurance increased by
just one-to 26-from 25 in 1985.

Only in some areas, like North
American liability business, is
there any noticeable difference,
and even then it is small.

This year. about 17 companies
will not write North American lia-
bility business, compared with
about 13 in 1985.

Although it is not clear from the
survey results if the same com-
panies responded to the survey this
year as did in 1985, the ROA survey

showed:

- About the same number of
companies-22-did not write oil
rigs this year or last year; about 12

do write it, compared with 11 last
year; and about seven write it on a
restricted basis, compared with six
last year.

« Out of all classes, it seems that
more companies withdrew from
satellite insurance than any other
market. About 32 companies said
that they do not write satellites this
year, compared with about 27 last
year.

Ten underwriters wrote satellites
coverage last year, but fewer than
five reinsure those risks now.

- About 10 underwriters still

reinsure product liability risks,
compared with 11 last year, and 11
offer coverage on a restricted basis,
compared with 10 last year.
However, the survey showed
that rates for non-proportional re-
insurance increased dramatically
during the 1986 renewal season. In

N -
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Fewer reinsurers leaving liability market: ROA

all classes, and particularly in avia-
tion, more than 78% of reinsurers
raised their rates during renewals,
about 17% kept their rates the same
as last year and fewer than 5% in
any class actually reduced their
rates.

Specifically, the ROA survey
showed:

- In the aviation field, all but
0.8% increased their rates and no
one decreased them. Statistics were
based on reinsurers that wrote
2,715 contracts producing 17 mil-
lion pounds ($26.2 million) of pre-

mium income.

- All but 5.1% of reinsurers
writing London market excess-of-
loss business increased rates, while
only 1% decreased rates, based on
8,273 contracts totaling 46 million
pounds ($70.8 million) in premium.

* For long-tail casualty lines,

ALABAMA

81.4% increased their rates, 13.8%
kept rates the same and 4.8% de-
creased rates, based on 4,776 con-
tracts totaling 101 million pounds
($155.5 million) in premium.

« In short-tail liability business,
78.8% increased rates, 15.2% kept
rates the same and 6% actually de-
creased rates, based on 1,895 con-
tracts totaling 23 million pounds
($35.4 million) in premium.

* For fire business, 88.7% in-
creased rates, 10.6% kept rates the
same and 0.7% decreased rates,
based on 23,015 contracts totaling
171 million pounds ($263.3 million)
in premium.

* In marine business, 79.9% in-
creased rates, 16.3% kept rates the
same, and 3.8% decreased rates,
based on 12,744 contracts totaling
69 million pounds ($106.3 million)
iNmn prermiurm . .

McGRIFF SEIBELS & WILLIAMS. INC.

THAMES BATRE MATTEI

ARKANSAS

REBSAMEN INSURANCE

BRITISH COLUMBIA, CANADA
MOINTRA GROUP OF COMPANIES

CALIFORNIA
BARNEY & BARNEY

BOLTON AND COMPANY

WOODRUFF-SAWYER & CO.

COLORADO

DAY. WEBB AND TAYLOR

CONNECTICUT
ARTHUR A. WATSON
FLORIDA

J. ROLFE DAVIS INSURANCE AGENCY, INC.

SEITLIN & COMPANY
GEORGIA

HAMILTON-DORSEY-ALSTON COMPANY

PALMER & CAY. INC.
HAWAII

AMERICAN MUTUAL UNDERWRITERS. LIMITED

ILLINOIS

MACK AND PARKER, INC.

INDIANA

INSURANCE & RISK MANAGEMENT

1IOWA

LaMAIR-MULOCK-CONDON CO.

KANSAS

INSURANCE MANAGEMENT ASSOCIATES. INC.

KENTUCKY

POWELL-WALTON-MILWARD, INC.

LOUISIANA

GILLIS. ELLIS & BAKER, INC.

MAINE

MORSE, PAYSON & NOYES INSURANCE
MANITOBA, CANADA

RYAN AGENCY LIMITED

MARYLAND

EARLY, CASSIDY & SCHILLING. INC.
RIGGS, COUNSELMAN, MICHAELS & DOWNES. INC.

MASSACHUSETTS
FRED C. CHURCH. INC.

MICHIGAN

GENERAL UNDERWRITERS, INC.

MINNESOTA

BRANDOW HOWARD KOHLER & AOSENBLOOM, INC.

MISSISSIPPI
FOX-EVERETT. INC

MISSOURI

THE DANIEL & HENRY CO.
GILBERT-MAGILL COMPANY

NEBRASKA

THE HARRY A. KOCH CO.
NEW HAMPSHIRE

KENDALL INSURANCE. INC.

NEW JERSEY

NATIONAL INSURANCE ASSOCIATES

NEW MEXICO

BUNDY, SELIGMAN & THOMAS

NEW YORK

° JOHN F. CURRY AGENCY. INC.
— HATCH-LEONARD/MARKIN-SHAW, INC.

NORTH CAROLINA

COLLIER COBB & ASSOCIATES, INC.

OHIO

THE McELROY-MINISTER COMPANY
THE JAMES B. OSWALD COMPANY
PICTON-CAVANAUGH, INC.

SCHIFF, KREIDLER-SHELL, INC.

OKLAHOMA

McELDOWNEY. McWILLIAMS, DEARDEUFF & JOURNEY. INC.

ONTARIO, CANADA
TOWER-CHISHOLM FERGUSON LIMITED

OREGON

JEWETT, BARTON. LEAVY & KERN, INC.

PENNSYLVANIA

THE FRANKEL COMPANY

H.C. KNIGHT & CO.

QUEBEC, CANADA

R BRUNET ASSURANCE, INC.

RHODE ISLAND

STARKWEATHEA & SHEPLEY. INC.

SOUTH CAROLINA

BOYLE-VAUGHAN ASSOCIATES. INC.

TENNESSEE

MARTIN HAYES & COMPANY, INC.

TEXAS

ORDWAY-SAUNDERS COMPANY
ROACH HOWARD SMITH & HUNTER
JOHN L WORTHAM & SON'

UTAH

FRED A. MORETON & COMPANY

VERMONT

KINNEY, PIKE, BELL & CONNER, INC.

VIRGINIA

DeJARNETTE & PAUL. INC.

WASHINGTON

HENDERSON & PHILLIPS. INC,

PARKER, SMITH & FEEK. INC.

WEST VIRGINIA

1
MCDONOUGH-CAPERTON-SHEPHERD GROUP

WISCONSIN
LAUB GROUP INC.



58 / business znsurance, May 26, 1986

Norwegians developing pool for exporters

By STACY SHAPIRO She said some Norwegian export- However, when the policyholder ing d the claim within a 12-month - Most pollution claims
ers are not even aware that they is notified of a claim, he or she period « Liability for damage caused
Two Norwegian insurance com- may be exposed to U S product -ia- must notify ile insurer in writing There are several exclusions set by a product made, assembled,
panies are developing what may be bility risks within six mcnths or the claim will down in the gu delines, Including mounted or installed by the insured
the first product liability coverage "Many are not aware of he dan- be voidec » Claims stemming from any in- in the United States, Canada or
expressly for exporters to the ger they are in," she sati, "We The pcl.cynolder also must give cider t that occurred more than one Puerto Rico
United States want to make sure they hava ins.ir- written notice to the irsur.r of any year before the inception date of - Liability for fines, penalties,

But, the insurers will require the ance accident that has the potential to the insurance policy, even if the punitive damages cr any other
coverage to be written on one of The Norwegian insurers h:ve produce futire claims In such claims are first filed during the pol- damages resulting from the multi-
the strictest claims-made policy not yet released their clairrs-made cases, the cotificat on will be ity period plication of compensa-ory damages
forms introduced so far policy However, they say it V'ill treated as tt e first claim K ade, and - Some specific products, in- And, in the case 01 a claim, the

The insurers-Vesta Forsikring- follow a list of strict insurarce ccn- all subsequent clairr s from the cluding marine crafts, pharmaceu- policyholder must conduct "at his
saktieselskapet and UNI Forsikr- ditions for 1986 issued by the Ix- same accident reported tc the un- ticals, fertilizers, explosives, fish- own expense" all investigations
ing-announced their intentions port Council of Norway derwriter ir Amting during the 36 farming equipment, aircraft and and preliminary worK the insurer
early last month at a press confer- Under the terms of the ccnil- months from :he day 05 no.ification spacecraft parts and tobacco finds necessary
ence held by the Export Council of tions, the policy is triggered wten will be trea-ed as if they had been - Claims related to a product In addition, the policyholder
Norway, an association of export- the first product liability claim made on the day the insurer first sold oy the policyholder more than must be present at any negotiations
ers from one cause is made in writ ng was notif ed cf the accident two 3 ears before the inception date or court appearances, and he must

They expect the coverage, which against the policyholder All -e- If the po.leyholder cancels the of -he insurance not admit to any liability without
they are calling a pool, to be set up lated claims made in writing w.thin policy, claims that occurred prior to - Liability for damage to the the insurer's consent
and available by July 1, according a 36-month period are treated as if the terminat in date of the policy product itself or to parts of it, or ex- The Chubb Group of Insurance
to UNI underwriter Elisabeth Bor- theyweremadeonthedaythat-he are covered -s long as the policy- penses of redel very, late delivery, COS is acting as a consultant for
gen initial claim was filed holder notifies the insurer in wr.t- repair or recall of the product claims handling -

The pool will cover product lia-
bility exposures for exports to the
United States, Canada or Puerto
Rico The coverage will carry limits
of $10 million, with a $10,000 de-
ductible The coverage initially will
be available only to Norwegian ex-
porters, she shid

The pool-which will be called
The Insurance Pool For Coverage
of Product Liability for Export to
the USA, Canada and Puerto
Rico-will offer coverage to any
exporter whose risks are accepted
by Vesta or Unt The premium will
be set at a percentage of either sales
or revenues produced by the ex-
ports covered

The capital for the pool will be
provided by Vesta, Uni and other
insurers that may decide to Join
them in providing the coverage

The coverage is designed mainly
for the 1,800 small to medium-sized
Norwegian exporters selling prod-
ucts to North America

The Export Council of Norway is
supporting the formation of the
pool because many Norwegian ex-
porters are finding product liability
insurance for North American
risks either unavailable or prohibi-
tively expensive, according to a
spokeswoman for the council .

" Product liability risks in the
U S have hit a couple of Norwe-
gian exporters hard," the spokes-
woman said "Rates for the cover-
age and awards from the lawsuits
are so high that the risks can bank-
rupt Norwegian exporters "

Swiss businessman

blasts litigious U.S. afy:.;i

BASEL, Switzerland-If current . : o
U S legal practices in product lia-
bility cases continue, doing busl- T s
ness there will no longer be attrac-

tive to foreign companies, the - o a-" . VE) j8 B D

chairman of Ciba-Geigy Ltd

warns L oAl .
There also is a real danger that ih - /1 O +LE | A

current U S practices could spread .1
to other countries, Chairman Louis
Von Planta told the annual meet- t
ing of the Swiss multinational 45 . N
chemical company o
"If this state of affairs should = fr—
continue, it will undoubtedly im- e f—
pair future business development,
at least in the United States,"” Mr
Von Planta said The current state s
of affairs, he said, puts a brake on -
innovation, since new products in-
evitably contain unknown risks
"The actual risks inherent in the
products are scarcely greater than
they used to be, but the public has
become more concerned about
them," he said
Mr VVon Planta praised tort re-
form efforts m the United States at
the federal and state levels, but
added "Whether this is going to be
achieved m a reasonable period IS, -
however, questionable since the in-
terests of consumer organizations,
lawyers, insurance companies and
business are still widely diver-

gent " 05 4
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Germans differ on litigation increase

By MELISSA G. ZOCCOLILLO

West German insurers and in-
dustry spokesmen are divided on
whether the popularity of legal ex-
pense insurance in their country,
plus the enactment of the European
Community's strict product liabil-
ity directive, will add up to more
litigation in West Germany.

"More litigation is absolutely cer-
tain," said Dr. Wolfram Rohde-Lie-
benau, senior director of Siemens
A.G. in Munich.

"l think the developments in Eu-
rope as a consequence of the EC di-
rective will be in the long run quite
similar to the current American
problems in the same field."

Dr. F. Kretschmer, head of the
legal department at the Federation
of German Industry in Cologne,
disagrees. "We simply are not a liti-

gious society,” he said. "I don't
think things will change drasti-
cally. Certainly, we won't become
like Americans, suing over trifles."

The EC directive, which was is-
sued in July, gives EC member na-
tions three years to include strict li-
ability provisions in their national
product liability laws (BI, Jan. 20;
Aug. 5, 1985; Oct. 31, 1985).

Under strict liability, it is not
necessary to prove a manufacturer
negligent to recover damages for
injuries caused by a defective prod-
uct. Instead, the consumer needs to
prove only the product was defec-
tive and he or she was injured by it.

One might think the introduction
of strict liability in West Germany,
where most consumers have insur-
ance to protect their legal expenses,
might lead to an avalanche of law-
suits, but Dr. Kretschmer predicts

that will not be the case. "We've
had that sort of insurance for
years," he said.

In West Germany, more than
half of the households have some
form of legal expense insurance,
said A.E. Holdsworth of DAS Legal
Expenses Insurance Co., which
writes 25% of the German market.

West Germany is often called the
"grandfather of legal expense in-
said Cmdr. Bryan Rain-
cock of the Legal Protection
Groups in London. The German
market produces an estimated 674
million pounds ($984 miillion) in

surance,

premiums a year, compared with
only 15 million pounds ($21.9 mil-
lion) in Great Britain. Legal ex-
pense insurance was not allowed by
laws in Britain until 1967, whereas
companies began writing the insur-
ance in Germany in 1911.

Mr. Raincock said the legal ex-
pense insurance market in West
Germany is primarily personal
rather than commercial. When in-
dividuals buy automobile insur-
ance, for example, they usually
purchase legal expense insurance
with it, he said.

Dr. Kretschmer said legal ex-

pense insurance usually is used
when individuals sue other indi-

viduals and has little effect on suits
against corporations.

Nevertheless, the availability of
legal expense insurance has come
under attack by some West Ger-
man government officials. There
are allegations the insurance en-
courages litigation and the courts
are becoming clogged with suits.

"They are saying as every person

can buy this insurance, the courts
will have more and more claims.

66lnsurance Shouldn't

BeRiskyBusiness.

ThathWhyWe Believe
INn Liberti

A. Anthony Trauber, Vice President and Comptroller,

General Cinema Corp.

16 turn General Cinema into a billion dollar company, weVe had to take some
chances. But not with our insurance. Thatt why we believe in Liberty. Liberty Mutual
isn't a here today gone tomorrow company TheyVe got strong financial reserves we can bank on,
and a proven track record dating back 75 years. And weVe been part of that track record since 1972.

TheyVe learned our business, understand our risks and work with us to solve problems.
We couldn't ask for more'.’
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LIBERTY MUTUAL INSURANCE.

LIBERTY
MUTUAL 9

®© Liberty Mutual Insurance Group/Boston

Watch "The Statue of Liberty" Wednesday, July 2 on your local PublicTelevision Station. Funded by Liberty Mutual Insurance Company.

They will have more claims be-
cause the private claimant can af-
ford to bring claims," said Stesan
Schlechd of CIGNA Corp. in Co-
logne.

Ruediger Bauer of DAS in Mun-
ich said a committee of lawyers,
university scholars and govern-
ment officials studied the issue in
1976 and concluded legal expense
insurance did not lead to increased
litigation. "The committee deter-
mined other social factors were
leading to the increases," he said.

Mr. Bauer said another commit-
tee is studying the problem now
and plans to discuss its findings
later this year.

"Any allegations legal expense
insurance increases litigation are
denied by the market," said Mr.
Holdsworth of DAS. "It is the typi-
cal situation that develops between
industry and governmental or
quasi-governmental bodies and is
based on ill-informed opinions."

Others, including Mr. Raincock
of the Legal Protection Group,
think the number of claims filed in
Germany will continue to rise,
with the availability of legal ex-
pense insurance and strict product
liability being at least partially re-
sponsible.

"Strict product liability is part of
a consumer movement in Europe,”
said Mr. Raincock. "It is another
step in creating increasing con-
sumer protection. The more con-
sumer legislation, the more protee-
tion, and the more legal actions that
arise as people seek that protection.
Coupled with legal expense insur-
ance, it may facilitate the use of the
law."

Mr. Raincock emphasized he
doesn't think more litigation is nec-
essarily a bad thing. "The true evi-
dence of a democracy is that an in-
dividual is given rights and is able
to protect those rights in court.”

Dr. Rohde-Liebenau of Siemens
A.G., who also predicts increases in
litigation, adds, "l think industry
and insurers have to behave in a
socially reasonable manner. To the
extent there are defective products
that have brought about injuries,
there should be compensation for
those injuries."

Observers agree that these trends
are certain to mean higher insur-
ance rates and difficulties for Ger-
man corporations in finding prod-
uct liability coverage. Dr. Rohde-
Liebenau predicts Germany will

face the same problems occurring
in the United States.

"Since the introduction of strict
liability in America in the mid-60s,
claims have kept rising to a degree
they have become unsupportable
for insurers," said Dr. Rohde-Lie-
benau. "l predict we will have the
same results 20 years from the en-
actment of strict product liability in
Europe."

Dr. Kretschmer believes that al-
though there may be problems on
the horizon for corporations in
Germany, the difference between
German and U.S. legal systems and
the attitudes toward litigation will
prevent the large-scale problems
facing American corporations.

The social security system in
Germany provides more complete
compensation to workers injured
by products than the U.S. workers'
compensation system, he said. He
also noted there are no juries in
civil trials in Germany; claims are
heard by panels of one to three
judges, which tend to award lower
damages than U.S. juries.

"It is still a financial risk to start
an action in Germany, whereas in
America, there is a fairly low risk,"
Dr. Kretschmer said. "If you lose
here, you have to compensate the
court for its expenses and you pay
your lawyers and the other side's
lawyers. You think twice about
bringing a claim, even if it is a good

-_— e e _—— __ T -
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Opinion aids U.K. insurers
in trade freedom dispute

By MELISSA G. ZOCCOLILLO

THE HAGUE, Netherlands
The European Court of Justice has
boosted efforts by Lloyd's of Lon-

don and other insurers to break
down trade barriers in the Euro-
pean insurance market.

Sir Gordon Slynn, the court's se-
nior advocate general, has pro-
duced a preliminary opinion sup-
porting cases brought by the Euro-
pean Commission against West

Germany, France, Denmark and
Ireland.

The commission, which is backed
by Britain and the Netherlands,
seeks to declare illegal existing na-
tional regulations that block the

cross-border provision of non-life
insurance services.

WECOVERMORETHANONETHIRD
OFALLCORPORATEJETS.

Raise your sights to the elite Fortune 500 and AAU's marketshare is even
wider approximately 40%. That's one measure of our industrywide impact
over the past56years. Reasons? Under AAU's protection, companies can move
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professional underwriting, our superior claims handling, and our contributions
to aviation safety such as our exclusive VISTA program and Flight Department
Operations Surveys. AAU underwrites on behalf of over 30 participating

and affiliated insurance companies, worldwide. Ask your a a.

own insurance agent or broker. Ask around.Come MF

under AAU's protection, and you'll be in /9-

very good company. FIYING FIRST CLASS

ASSOCIATED AV[ATION UNDERWRITERS 90 John Street. New York.New Y}rk 10038+ ATIANTA+ CHICAGO - DALLAS - DETROIT - KANSASCITY + LOS ANGELES - SAN FRANCISCO * SEATTLE

The court is not obligated to fol-
low the advocate general's opinion.
But because the former English
High Court judge is well-respected
in Europe, his opinion will carry
great weight, said Sarah Ludford,
principal legislative officer at
Lloyd's. The court's final judgment
is expected this autumn, she said.

"Lloyd's naturally welcomes the
advocate general's opinion as a step
toward freedom of services in the
European insurance industry," said
a Lloyd's spokesman. "We must
counsel caution, however, and
await the court's final decision. We
are not out of the woods yet."

The commission brought the
cases against France and Denmark
in 1983 and against West Germany
and Ireland in 1984. The commis-
sion is challenging the four coun-
tries' requirement that the lead un-
derwriter of an insurance program
written by several insurers be both
established and authorized to oper-
ate in their countries when the risk
is situated there.

The issues are wider in the West
German case. The West German
government requires brokers to
place insurance for domestic clients
with domestic companies.

Britain and the Netherlands in-
tervened in the cases on the side of
the commission. Italy and Belgium
intervened on the side of the four
defendants in the cases in No-
vember.

"Lloyd's naturally supported and
welcomed the fact the U.K. inter-
vened," said Ms. Ludford. "We be-
lieve the German view of a broker
is wrong. A broker should be seen
as an independant intermediary."

The commission argued before
the court that the restrictions on
brokers and on coinsurance syndi-
cates were contrary to the Treaty
of Rome and to a coinsurance di-
rective passed in 1970. The Treaty
of Rome states that there is free-

dom to provide services across na-
tional borders.

In his 92-page opinion, Sir Gor-
don rejected the four defendants’
arguments, including claims that
the requirements are necessary to
prevent "the distortion of competi-
tion" between insurers.

"This seems to amount to saying
that measures whose sole function
is to prevent national insurance
rates from being undercut are justi-
fied on this basis,” wrote Sir Gor-
don.

"That would make a virtue of
protectionism that would wholly
undermine the operation of Arti-
cles 59 and 60" of the Treaty of
Rome.

Sir Gordon also rejected argu-
ments the restrictions are necessary
to protect consumers.

"The real security for the insured
lies in the fact that all the coin-

surers have to be authorized in the
Member State or Member States
where they are established," the
opinion stated.

The roots of this controversy go
back 10 years, said Ms. Ludford,
when the commission put out a

draft proposal for a freedom of ser-
vices directive.

The directive would have stated
an insurer does not have to be es-
tablished and authorized in each
country within the European Com-
munity to do business.

In recommending that the court
throw out the defendant countries’
restrictions, Sir Gordon recognized
the financial burdens placed on in-
surers required to be authorized
and established in each country.

"In the insurance field, more-
over, the substantial expense likely
to be incurred in setting up a
branch or subsidiary in another
Member State is itself a consider-

able potential deterrent . . .," Sir
Gordom wirote . .



info

= Audio cassettes are available
from presentations at the Interna-
tional Foundation of Employee
Benefit Plans' 1985 Public Em-
ployee Conference in New Orleans.
Twenty-four recorded presenta-
tions cover such topics as public
pension funding issues, flexible
benefits, social investments and
retirement preparation pro-
grams. The cassettes are $7 each
for members, $10 for non-mem-
bers. For a list of available cas-
settes, contact the Audiovisual Ser-
vices Department, IFEBP, P.O. Box
69, Brookfield, Wis. 53008-0069;
414-786-6700.

- The Metropolitan Chicago

Loss Bureau has released a hand-
book that outlines in checklist fash-
ion the requisites for a property
claim adjustment. "The Basic Re-
quirements of a Good Adjustment”
lists the steps to be taken in the in-
vestigation, evaluation, adjustment
and reporting processes of claims
adjusting. Copies are available for
$5 each from the Metropolitan Chi-
cago Loss Bureau, 343 S. Dearborn
St., Chicago, Ill. 60604.

= "Prevent Your Sore Back" is
the title of a new 16-page booklet
from Dray Publications Inc. that
demonstrates ways of preventing
backache and posture problems.
The illustrated booklet also offers
simplified exercises to avoid back
strain. A sample copy is available
from Dray Publications Inc. Route
5, Deerfield, Mass. 01342; 413-773-
5491.

- Benefit Communicators Inc. is
offering free samples or descrip-
tions of three of its employee ben-
efit communications products.
Samples are available of its em-
ployee benefit communication
handbook, which is designed to
provide all the information em-
ployees need to understand and ap-
preciate their health care coverage.
The brochure, "Commcenter 8400,"
explains the computerized produc-
tion of summary plan description
booklets. And, the company offers
a description of "Communicating
for Cost Containment,"” a coordin-
ated communication system of em-
ployee health care benefits. Order
from Benefit Communicators Inc.,
9950 Seripps Lake Drive, Suite 101,
San Diego, Calif. 92131.

- "The Worker VWho Becomes
Physically Disabled: A Handbook
of Incidence and Outcomes” is the
title of a new publication targeted
for long-term disability and
workers compensation managers,
as well as rehabilitation specialists.
The data contained in this hand-
book came from thousands of indi-
vidual LTD claimants nationwide,
from 1982 through 1984. The hand-
book (TMF-1003-11) is available for
$5 from The Menninger Founda-
tion, Research and Training Cen-
ter, 700 Jackson, Topeka, Kan.
66603; 913-233-2051.

- The Total Body & Back
Care Catalog is available free
from Darrell Heppner & Associ-
ates. The 12-page catalog contains
information on a variety of back
care products, including the Comp-
Vest Back Support, ProFlex Wrist
Supports, the PortoPillow, booklets
and films. Contact Darrell Heppner
& Associates, Catalogue Sales, 367
Bancroft Ave., San Leandro, Calif.
94577.

« Details of a proposed arbitra-
tion clause for insurance con-
tracts. treaties or certificates are
available in a new brochure titled,
"Excess/Primary-Reinsurance Ar-
bitration,” from the Insurance Ar-
bitration Forum (IAF). The IAF, a
non-profit organization which was
established more than 40 years ago
to handle insurance-related dis-

putes, suggests that the booklet
may be of use to primary and ex-
cess insurers and reinsurers seek-
ing to resolve disputes through al-
ternatives to costly litigation. For a
copy of the brochure contact the
Insurance Arbitration Forum Inc.,
200 White Plains Rd., P.O. Box 66,
Tarrytown, N.Y. 10591-0066; 914-
332-4772.

= Descriptive material policy
samples are available for interna-
tional transit insurance through
the Alexander & Alexander/Reed
Stenhouse Transit-Pak program.
Coverage is worldwide and pro-
vides door-to-door, all-risk replace-
ment coverage on shipments of
household goods, personal effects
and private passenger automobiles.
For free information contact Jon-
athan Helitzer, Alexander & Alex-
Continued on net page
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In Substandard Life Coverage

You need a company that won't shy
away from exceptional cases. At
Brougher, we offer superior
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individual coverage with 20 million of

capacity without reinsurance. In addi-

tion, we offer high non-medical limits.
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Life coverage for:
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For years, the strength of our local offices
underscored Hilb, Rogal and Hamilton's capa-
bilities as America's 3rd largest privately-held
insurance agency.

But to make our national scope even clearer,
all our offices now carry the name Hilb, Rogal
and Hamilton.

Which means that now, poised for another

year of record growth, we're as united in name
as we are in resources.

ers we represent.
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Resources that give us the ability to evaluate
and recommend programs for every kind of Com-
mercial and Personal coverage. And the ability
to place it quickly, through the nearly 200 insur-

With a single nameonallour
offices, it's easier than ever to
knowwheretogoforacross-the-
board coverage. Just get ac-
quainted with HRH.
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ander Inc,, 1140 Connecticut Ave.

N.W., Washington, D.C. 20036; 202-

296-6440.

- The American Society of
Safety Engineers has issued eight
"Readings In..." collections. Each
"Readings In..." publication offers a
compilation of articles, which origi-
nally appeared in the ASSE's Pro-
fessional Safety magazine, covering
related safety topics. The eight
publications are: Readings In
Product Liability and Civil Lia-
bility ($12 ASSE members; $15
non-members), Readings In Haz-
ard Control and Hazardous Ma-
terials ($20 members; $25 non-
members), Readings In Behav-
ioral Issues in Safety ($20
members; $25 non-members),
Readings In Workers' Compen-
sation-Loss Prevention/Loss
Control ($20 members; $25 non-
members), Readings In Noise
Control and Hearing Conserva-
tion ($12 members; $15 non-mem-
bers), Readings In Stress Man-
agement ($12 members; $15 non-
members), Readings In Cost Ben-
efit/Cost Control ($15 members;
$20 non-members) and Readings
In Safety Management ($15 mem-
bers; $20 non-members). For a bro-
chure providing additional infor-
mation on the "Readings In..." pub-
lications, contact Jim Kielty, Man-
ager, Technical Publications,
American Society of Safety Engi-
neers, 1800 E. Oakton St., Des
Plaines, lll. 60018; 312-692-4121.

* The response to a survey of
retirees' advice for people about
to retire appears in the May issue
of Retirement Advisors' Retire-
ment Planning Advisor newsletter.
For a free copy contact Retirement
Advisors, 919 Third Ave., Depart-
ment L, New York, N.Y. 10022;
212-421-2400.

- "Beating the Drug and Alco-
hol Problem in the Workplace" is
the title of a brochure from Person-
nel Management Services, which
describes a step-by-step program of

GOVE YOUR BENEFES P[LAN A CHECK=UP ___
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detection, control and treatment
of drug and alcohol abuse in the
workplace. In addition, PMS has
published the results of a survey
covering fringe benefit practices
of 601 Connecticut employers.
Both brochures are free from PMS

Survey Center, 45 Reed Street, Mil-
ford Conn. 06460.

- A new booklet, "Workers
Compensation Insurance 'Issues,™
is now available from the Alliance
of American Insurers. The 35-page
booklet contains views of the Alli-
ance and its member companies on
the unique public policy issues in-
herent in the workers compensa-
tion insurance field. The booklet
is primarily a policy reference for
individuals in the work comp filed,
but also can provide legislators, risk
managers, educators and policy-
holders with current information
on the issues in this line of insur-
ance. Single copies are available
free from the Alliance Publications
Order Department, 1501 Woodfield

Road, Suite 400 W., Schaumburg,
1Il. 60195-4980. 312-490-8500.

< A comprehensive evaluation
of the new claims-made commer
cial general liability policy's
changes and impact has been
published in the latest issue of Bet-
terly Risk Management Commen-
tary, by D.A. Betterly Risk Consul-
tants Inc. "The New Claims-Made
CGL Policy: Evaluating its Impact,
Part I" contains comparisons be-
tween the old and new wording
and discusses the intent of the
changes in the form. Copies are $25
each from D.A. Betterly Risk Con-
sultants Inc., Department GLI, 446
Main St., Worester Plaza, Worces-
ter, Mass. 01608; 617-754-1704.

* Merril Lynch Settlement Ser-
vices Inc. offers a brochure con-
taining information on how struc-
tured settlement and economic
valuation services can be of value
to you. In addition, Merrill Lynch
Settlement Services publishes a
"Special Self-Insurance Newslet-
ter" detailing information on struc-
tured settlement and valuation ser-
vices for the self-insured. For a
free copy of the brochure or news-
letter, contact Merrill Lynch Set-
tlement Services Inc., 225 S. Lake
Ave., Suite 700, Pasadena, Calif.
91101; 818-793-1800.

- A listing of 128 Immediate
Care Centers in Chicago with in-
dications if they offer Occupational
Medicine, is available from C.A.B.
Consultants Inc. The report costs
$25, plus a self-addressed 8x10 en-
velope with 73 cents postage, to
C.A.B. Consultants Inc., 503 N.
Clayton, Hillside, Ill. 60162; 312-

544-2087.

- "The New CGL Policies: A
Guide for Public Agencies" is the
title of a new book from the Public
Risk & Insurance Management
Assn. The 58-page guide is a com-
prehensive explanation of changes
in the commercial general liabil-
ity policies and how they affect
public agencies. Written by Jack
Gibson, president of the Interna-
tional Risk Management Institute
Inc., the booklet is available to
PRIMA members for $15 and to
non-members for $20 from PRIMA,
1120 G St. N.W., Suite 400, Wash-
ington, D.C. 20005; 202-626-4650.

Haue a new report, booklet or promo-
tional brochure you'd like to send to
buyers of insurance? Business Insur-
ance will describe material costing
less than $25 as an editorial service in
the weekly Info for Buyers column.
Simply send us a short description Of
the material to be offered, along with
the cost and a mailing address. Ad-
dress all contributions to Info for
Buyers, Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611.
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Companies advised to keep their guard up

By LINDA J. COLLINS

CHICAGO-With more and

more businesses shouldering large
self-insured retentions or going
without coverage altogether, com-
panies must adopt sound risk man-
agement practices, a defense attor-
ney warns.

Businesses that assume large re-
tentions or completely go bare need
to implement "good risk manage-
ment, risk assessment and audit-
ing" programs to guard against fi-
nancial ruin, said Stephen J. Paris,
an attorney with the law firm of
Morrison-Mahoney-Miller in Bos-
ton.

Mr. Paris participated in a panel
discussion on "Going Bare," part of
a Society of Chartered Property
Casualty Underwriters symposium
held in Chicago last month.

It can be to a business’'s advan-
tage to manage its own risk man-
agement/self-insurance program,
select its own attorneys and de-
velop the skills of its top employees
so that they are competent as wit-
nesses in court trials, because such
a program provides a company
with continuity, said William
Shannon, an attorney with Cater-
pillar Tractor Corp. in Peoria, lll.

However, it is not easy to set up
such a program and it is definitely
not cheap, he explained.

"Like selecting a doctor, a lawyer
or a financial adviser, you have to
pick the right person to get the
right results,” Mr. Shannon said.

It is "expensive to run your own
risk management litigation sys-
tem," he stressed.

Although Caterpillar has its own
internal risk management/litiga-
tion/self-insurance program, it still
relies to some degree on the com-
mercial insurance market, Mr.
Shannon said.

"We are self-insured for a sub-
stantial dollar amount and then
have a very large umbrella policy
going to $200 million," Mr. Shan-
non said.

Caterpillar has been forced to tap
the umbrella layer to pay for claims
only "on three occasions, and we
have litigated over 1,200 cases in
the last 12 years," he said.

After finding the correct person
to supervise a company's risk man-
agement litigation program, the
company should implement an
awareness program to make sure
that employees understand and fol-
low guidelines concerning litiga-
tion procedures.

The awareness program "has to
be believable and company re-

sources have to be committed for

this type of program to succeed,”
Mr. Shannon said.

A company should appoint a
technical coordinator who is re-
sponsible for talking to outside
counsel, Mr. Shannon added.

"And in setting up (self-insur-
ance) reserves, a business needs a
knowledgeable person who can
evaluate claims and set reserves.
We use outside auditors once a year

to tell us how we are doing," Mr.
Shannon said.

He also advised that individual
job descriptions of top personnel
specify that these people will be
"responsible for participation in lit-
igation," if necessary. This explains
to a jury their actions as represen-
tatives of the company and why
those actions were undertaken, he
explained.

Proper implementation of an in-
house risk management/self-insur-
ance program requires a good rec-
ords management system that does
not incorporate subjective informa-
tion, Mr. Shannon continued.

INn a courtroom situation, written
company memos or other internal
documents that reach the hands of
a plaintiff's attorney can have a de-
vastating effect on the business if
careful internal reporting proce-

Businesses that assume large retentions or

completely go bare need to implement'good risk

management, risk assessment and auditing’

programs to guard against financial ruin, says

Stephen J. Paris, a Boston attorney.

dures are not followed, he said.

Self-insured businesses should
also have a good claims reporting
system, he said.

Companies should establish a
product safety committee and con-
duet product safety audits to reveal
any latent defects or potential haz-
ards in using products manufac-
tured by the business, Mr. Shannon

advised.

A company also needs an early

to the regular benefit.

warning system-a program
designed to gather all the informa-
tion possible about accidents for
which the company might be held
responsible, Mr. Shannon said.

A business can be placed at a
"gross disadvantage" if it does not
prepare for a potential claim and
the claimant waits until the last
possible minute to file a lawsuit. By
the time the suit reaches the courts,

it might be extremely difficult for

the company to reconstruct the
events leading up to the incident,
Mr. Shannon explained.

Above all else, a business "must
maintain contact with a broker and
obtain catastrophe coverage,"” Mr.
Shannon stressed. "I don't believe
in going without insurance
entirely."

While it may be advantageous to
have someone within an organiza-
tion manage the litigation process,
"There is no legal advantage to not
having insurance,” Mr. Paris
agreed.

Even if a company cannot afford
any liability insurance because of
exorbitant rate hikes or is unable to
find insurance at any cost, a jury
will not take that into considera-
tion, he said.

Such information is not admissi-

ble as evidence, Mr. Paris ex-

Lifeline

It's simple-seat belts savelives! In fact,the CNA Insurance
Companies believe so strongly in seat belts that we're
putting our money on them with our unique Group
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An important qualification is that the driver cannot be

plained, although it is discoverable
when the jury is determining the
amount of a settlement.

Even if a business does not have
a full-blown internal litigation
management program, Mr. Paris
suggested that someone, either in-
ternally or externally, coordinate
litigation efforts for the company to
provide it with some consistency in
its defense efforts.

Caterpillar was not forced to "go
bare,” Mr. Shannon stressed. It im-
plemented its litigation manage-
ment program because it "felt it
didn't have the continuity of de-
fense" with the lawyers appointed
by its insurers that it does with its
own carefully managed program.

Also participating in the panel
discussion was James Baxter, an at-

torney with the law firm of Calvey,
Mitchell & Baxter in Milwaukee. .

intoxicated or under the influence of drugs at the time

of the accident.

Available now, you can add our Safe Driving Benefit to
your company's CNA Group Voluntary AD&D policy at no

additional premium charge.
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for details.
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Businesses finding other ways to fund risks

By LINDA J. COLLINS

CHICAGO-By 1987, one-third
to one-half of all commercial prop-
erty/casualty insurance needs will
be satisfied by captives and other
alternative risk financing methods,
a risk management consultant pre-
dicts.

And when businesses leave the
commercial insurance market in
search of such alternatives, they
may never return to their former
insurance programs, other experts
add.

Captives, pools and other risk
funding mechanisms were the
topics of a panel discussion at the
Society of Chartered Property Cas-
ualty Underwriters' Symposium in
Chicago last month,

Even "if the unavailability and
unaffordability of insurance do not

persist for very long, or only
through 1987, it is my contention
that one-third to nearly one-half of
all commercial insurance premi-
ums will be financed by non-tradi-
tional sources" by the end of that
period, said Mitchell Cole, vp and
principal with Tillinghast, Nelson
& Warren Inc. in New York.

"This non-traditional form of
risk capital. . .is shifting control
over the markets, albeit gradually,
to risk managers and financial
managers. It also will possibly shift
control of the industry away from
the traditional players to financial
institutions such as money center
banks," Mr. Cole predicted.

Many types of commercial lines
coverages are no longer being un-
derwritten by traditional insurance
markets because of the insurers’

dwindling capacity and skyrock-

eting rates, added Joseph Smetana,
president of AIG Risk Management
Inc. in New York.

Currently, "primary markets are
stripped of their capacity and the

reinsurance market is limited in ca-

pacity,"” Mr. Smetar.a said, warning
that it is difficult for businesses to
cope with dwindling capacity for
catastrophe coverage.

Those shortages forced many
businesses to assume higher de-
ductibles or self-insured retentions,
which "were frequently raised well
above financially prudent levels in
1985," Mr. Cole said.

There is also "a growing trend
among midsized accounts to self-in-
sure,"” Mr. Cole noted. Unfortu-
nately for insurers, these accounts
have traditionally been the most
profitable.

This shift "represents a consum-

erist movement that is unlikely to
die as market conditions soften,"
Mr. Cole added. This trend "may
well revolutionize the way insur-
ance is purchased,” he said.

Mr. Cole recommends supple-
menting non-traditional risk fi-
nancing with some form of excess

coverage above a self-insured re-
tention.

"IN Nno case would | counsel a eli-
ent to leave entirely the insurance
market," he said.

The use of captive insurance
companies also has increased in re-
cent years, Mr. Cole said.

"At the close of 1984, captives
represented about $6.5 billion of
gross premiums and $6 billion of
capital and surplus. Group/associa-
tion captives increased from 267 in
1983 to 467 in 1985," according to
Mr. Cole's figures.
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"If the trend in captive develop-
ment continues, total captive gross
premiums could increase to about
$10 billion in the next three years,
when consideration is given to in-
creased premiums of, on average,
50% to 75%," he added.

"A substantial number of group
and association captives will be
started in the next 12 months, of
which a significant number will
not be successful over a period of
five years. A number will go broke,
but many of those that survive will
become an important factor in fu-
ture markets," predicted William S.
Mcintyre, president of ARTEX In-
surance Agency Inc. in Dallas.

Mr. Mcintyre was involved in
the formation of American Risk
Transfer Insurance Co. Ltd., a Ber-
muda-based group captive owned
by 19 construction and highway
contractor shareholders.

Four captive options are avail-
able to businesses, he explained:

» Single-parent captives wholly
owned by a corporation.

« Group captives formed by
several companies that band to-
gether.

- Association captives owned by
a trade association or by its key
members.

- Rent-a-captives, through
which a business purchases stock in
a third-party-owned captive, which
can be sold later at a profit.

When the availability of reinsur-
ance to back a captive poses a prob-
tem, a structured line of credit "can
be used by a single-parent captive
to cushion or offset the effect of not
having any or sufficient reinsur-
ance,"” Mr. Cole said. "It can also
serve as excess coverage for a self-
insured program or to fill in an in-
completely subscribed layer."

The structured line of credit is a
loss stabilization technique that
works like aggregate stop-loss cov-
erage, he explained.

"It is a dedicated letter of credit
which is attachable only when
losses exceed a pre-determined
amount,” he said.

When the line of credit is used,
the commitment fee "increases on a
pre-established escalation formula
for the unused portion of the line of
credit. The funds drawn-down con-
vert immediately to long-term debt
at a pre-established rate of inter-
est,"” Mr. Cole said.

He added that group or associa-
tion captives "should be of equal or
greater interest to medium-sized
insureds" than single-parent cap-

tives because a group captive is
more affordable to these busi-

Buying coverage from a group
captive also increases the chance
that a business can "preserve the
deductibility of premiums and
defer the taxation of the captive's
income," which will decrease fund-
ing requirements.

Mr. Cole said his comments ap-
plied equally to risk retention
group pooling arrangements for
product liability and environmen-
tal impairment liability risks.

But, "it is almost too late to form
a group captive to address the cur-
rent market problems," because it
takes between 12 and 18 months to
get a group captive under way, Mr.
Mcintyre pointed out.

"Businesses should form captives
in soft markets to have them ready
when they are needed," he added.

Another alternative risk financ-
ing technique businesses can use is
to "structure a long-term insurance
contract with a minimum guaran-
teed premium and a profit share,"
Mr. Cole suggested.

The long-term contract "clearly
makes use of available capacity in a
new approach, which explicitly
recognizes the reinsurance mar-
ket's desire for financial commit-
ment for a period of time,"” Mr. Cole
= c Al <<l = <1 _ —
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More execs to face criminal charges: Prosecutor

By STEVE TARAVELLA

SAN FRANCISCO-More corpo-
rate officers will be charged with
murder and manslaughter follow-
ing the death of employees in on-
the-job accidents, predicts an llli-
nois prosecutor.

Such criminal actions are "very
much of a coming field,” says
Gareth C. Leviton, assistant Cook
County state's attorney and one of
three prosecutors in the now-fa-
mous Film Recovery Systems Inc.
murder case.

In the Film Recovery case, the
president, plant manager and plant
foreman of the Elk Grove Village,
Ill., company were sentenced to 25-
year prison terms for the murder of
factory worker Stefan Golab (Bl,
July 8, 1985).

Mr. Golab died of acute cyanide
toxicity while working in unsafe
conditions at the factory, which
used the chemical to extract silver
from used X-ray and photographic
film.

The Film Recovery case is be-
lieved to be the first in which cor-
porate officers were convicted of
murder in the work-related death
of an employee.

And, although Mr. Leviton
called the case a "prosecutor's
dream" because of the company's
poor safety practices, it nonetheless
reflects a trend, he says.

Mr. Leviton offered insight into
the Film Recovery case during a
recent conference of the American
Bar Assn.'s Tort and Insurance
Practice Committee on Workers
Compensation and Employers Lia-
bility Law in San Francisco.

"l don't think we’'ll see tons and
tons, but the potential is devastat-
ing," he told conference attendees,
who included both plaintiffs' and
defense attorneys.

Prosecutors in at least five other
jurisdictions are pursuing criminal
charges against executives of busi-
nesses where job-related deaths
have occurred, Mr. Leviton re-
ported.

For example, the Los Angeles
County district attorney's office has
a full-time staff of six who do noth-
ing but investigate industrial acci-
dents, he said.

That office recently filed its first
felony charges against a company
officer in the work-related death of
an employee. The case, against Mi-
chael Maggio, president of Maggio
Drilling Inc. in West Covina, brings
to six the number of criminal cases
brought against employers by the
district attorney's OSHA section.
The other five are criminal misde-

The suit, filed in Los Angeles Su-
perior Court in late March, charges
Mr. Maggio with involuntary man-
slaughter. It was brought after an
employee, working as a subcon-
tractor at a downtown Los Angeles
building project, was killed last Oc-
tober while removing an under-
ground obstruction to an elevator
shaft.

Kevin Bauman, 23, went into
convulsions after being lowered
into the hole that was to become
the elevator shaft. Firefighters
freed him from the hole but could
not revive him. He died of asphyx-
iation.

Mr. Maggio, who supervised the
digging of the shaft, is charged
with not testing the air quality in
the hole before sending Mr. Bau-
man into it; sending him down
without a safety harness to pull
him up in an emergency; and not
easing the hole to prevent the dirt
from caving in, according to Jan
Chatten-Brown, special assistant to
the district attorney.

Among other criminal cases, a
chief executive officer recently
pleaded guilty in Seattle to charges
stemming from a work-related
death, Mr. Leviton said.

"We don't have to win a case to
win; we merely have to bring a
case to win," he says, noting that
the attention generated by these
cases can put other businesses on
notice.

Mr. Leviton stressed that prose-
cutors are pursuing criminal ac-
tions only in cases in which the
work-related death is judged to
stem from criminal activity, not
negligence.

The prosecutor said negligence
becomes criminal, as it did in the

Film Recovery case, "if they knew

this was bound to happen.”

Of this point of law, Mr. Leviton
explained: "We know that these in-
dividuals committed the acts; they
operated the process. We know
what the result was-someone
died. Was it foreseeable that those
acts would lead to this result?"”

Some business practices that pose
known hazards are not likely to
prompt criminal charges after an
employee's death, he explained, be-
cause prosecutors accept that cer-
tain industries are, by their nature,
accident-prone.

But not Film Recovery's, he
pointed out.

"Yes, cyanide is a dangerous sub-
stance, but it's used safely in indus-
try every day," he said.

"In construction projects it's very
common, in building a major build-
ing, to assume that one or two
deaths will occur; that is not a crim-
inal matter. It's one thing to antici-
pate based on prior construction
projects that death will occur, but
something else to see the particular
defective condition and do nothing
about it,” he said.

In the Film Recovery case, work-
ers had complained to their bosses
on a daily basis for 21/ years of
reactions like nausea, vomiting, ul-
cerated sores and contact derma-
titis.

Film Recovery's business re-
quired its workers, most of whom
were illegal Polish or Mexican im-
migrants with little comprehension
of English, to stir pieces of used X-
rays in vats of a sodium cyanide so-
lution.
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Job deaths

Continued from previous page

X-rays, the silver flakes, still wet with cyanide
solution, were then baked in an oven to dry-the
very oven that workers often used to heat their
burritos at lunch, he said.

The company's executives ignored applicable
safety warnings on the cyanide product, Mr. Le-
viton said.

The employees worked with poor ventilation,
no windows and without access to a cyanide
safety kit.

On Feb. 10, 1983, Mr. Golab, who had worked
at the company for approximately 215 years,
staggered from an open vat into an employee
lunchroom. shaking violently and foaming from
the mouth, according to witnesses (BI, June 24,
1985).

He then collapsed and died a short time later.

Conditions at the plant were so poor that cya-
nide fumes even affected food in the lunchroom,
which was adjacent to the work area, Mr. Levi-
ton said.

After Mr. Golab's death, Film Recovery Sys-
tem's executives tried to keep other workers
from quitting by letting them believe the 61-
year-old man was recuperating from a heart at-

tack, Mr. Leviton said.

One executive subsequently acknowledged
that workers were not informed of the hazardous
conditions to which they were exposed because,
"If they know what they're dealing with, they
might not want to work here,"” Mr. Leviton said.

"The fellows | prosecuted are not businessman
as you and | understand the term," he said.

According to lllinois' criminal code, under
which the men were charged, a person has mur-
dered "if he knowingly commits acts which cre-
ate a strong probability of death or great bodily
harm.”

Intent was not alleged in this case; Mr. Leviton
says there was no evidence that the executives
wished to kill Mr. Golab. Rather, prosecutors al-
leged recklessness.

"Our pleading basically reflected that we
thought they didn't give a damn whether some-
one (died) or not," he said.

Mr. Leviton also offered advice to conference
attendees on avoiding such criminal suits.

Attorneys should encourage employers to
practice "preventive medicine," he said. "They
don't want to ever be in the position of having a
guy like me decide whether they get charged

with a crime or not.”

If facing criminal charges stemming from a

workplace death, employers have several de-
fense strategies, Mr. Leviton advised:

« First, they could argue that the federal Oc-
cupational Safety & Health Act of 1970 pre-
empts any such action by a state or municipal
prosecutor (see related story).

« Second, the employer could show that he
has made "every legitimate, diligent effort that
he could" to ensure workers a safe working en-
vironment.

« Third, employers also could assert that they
have complied with applicable laws and safety
regulations "to the utmost of their ability."”

In this defense, which he calls "the agency de-
fense," the business' executives would reason: "If
we comply with the law, if we do everything our
insurance inspectors tell us, if we do everything
the federal government tells us and somebody
still dies, don't we have a right to rely upon their
expertise?"

Six Flags Corp. recently used this defense
successfully against criminal charges of man-
slaughter and aggravated manslaughter, he
notes.

Those charges stemmed from a 1984 fire at Six
Flag's Great Adventure in Jackson Township,
N.J., that killed eight teen-agers (BI, Feb. 11,

1985; July 29, 1985). .

Appeal ‘critical’

to enforcement

of safety rules

By STEVE TARAVELLA

SAN FRANCISCO-The out
come of two appellate cases thal

seek to hold employers criminally
liable for their treatment of em-
ployees "is absolutely critical” tc
local enforcement of workplace
safety, an lllinois prosecutor says.
The appeals are important be-
cause the employers' defense, il
successful, could prevent local or

officers for work-related accidents,
according to Gareth C. Leviton, as-
sistant state's attorney for Cook

County, Il

The cases on appeal, both filed

attorney's office, are against offi-
cers of Film Recovery Systems Inc.
and Chicago Magnet Wire Corp.,
both in Elk Grove Village, Ill. They
are pending before the lllinois
Court of Appeals.

Officers of both companies are
expected to assert "the agency de-
fense"-that local prosecutors are
pre-empted by the federal Occupa-
tional Safety & Health Act of 1970
from bringing any criminal action
against them, he explains.

officers of the company are appeal-
ing their 25-year sentences for the
murder of an employee who died of
acute cyanide toxicity (Bl, June 24,
1985; July 8, 1985).

In the Chicago Magnet case, the
appellant is Cook County, not the
employer. Prosecutors are appeal-
ing an lllinois Circuit Court's re-
cent dismissal of the case.

In its dismissal of the indictment,
the court cited the precedence of
federal jurisdiction, Mr. Leviton
explained.

Five Chicago Magnet officers, as
well as the business itself, had been
charged with aggravated battery
and reckless conduct, a felony and
a criminal misdemeanor, respec-
tively.

Conditions at the company,
whose wire and steel cable manu-
facturing process produced phos-
gene gas, created long-term,
chronic health ..o problems
among its workers, Mr. Leviton
said.

The company is a unit of North
American Philips Corp.

When other businesses in the,
company's industrial complex com-.
plained about the gas, Chicago
Magnet bolted the windows shut,
intensifying the danger to employ-
ees, he said.

The charges against Chicago
Magnet resulted from a 41*-month
investigation by state prosecutors
and the Elk Grove Village Police
Department. Chicago Magnet's at-
torney, Robert M. Stephenson with
Cotsirilos & Crowley, expects argu-
ments to be heard this fall.

Chicago Magnet's executives are
expected to assert that federal
authorities are responsible for re-
gulating everything that happens
in the workplace and that, unless
the state has enacted its own feder-
ally-approved Occupational Safety
& Health Administration plan, it
was without power in these cases.

To date, 25 states now have au-
thority to administer their own
OSHA programs, according to
OSHA's Washington office. lllinois
is not among them.

"If the federal pre-emption
(strategy) works, the states are out i
of business in terms of criminal law
enforcement for anything that
happens in the workplace," he said.
"It would put the monkey on the
federal government's back."

He speculates that if this defense
works, other states will rush to sub-
mit their own OSHA plans for fed-
eral approwval. .
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rates for comparison against agents’
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against billings. You can even bill for

GroupFacts integrates rating, billing,
policy generation, remittance, commis- you the GroupFacts way to handle
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base. With system flexibility that puts you
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Wrongful termination suits avoidable: Lawyer

By STEVE TARAVELLA

SAN FRANCISCO-Employers
ran take steps to ward off wrongful
termination suits by former em-
oloyees, says a plaintiffs' attorney
who calls these actions "the litiga-
Lion of the '80s."

Many cases alleging wrongful
termination are prompted because
the employer has not adequately
explained the reasons for the em-
ployee's firing, says John A.
McGuinn, a San Francisco attorney
with McGuinn, Hillsman & Pa-
lefsky.

"When one is fired, one should
be told the reasons for it and those
reasons should be honest, sincere
and truthful,"” he advises.

Too many businesses terminate
an employee with a pat, "staged”
dismissal speech, Mr. MeGuinn
says.

Perhaps employers do so because
they do not want to disclose the
true reason, or because they are
trying to be nice, he says.

"You shouldn't be nice; you
should be frank and honest,” he
advises.

"You can say it in nice words, but
don't ever let an employee leave
that place of employment without
he or she fully understanding the
reasons for it."

Mr. MeGuinn spoke in San Fran-

cisco recently at a conference of the
American Bar Assn.'s Tort & Insur-

ance Practice Section's Committee

on Workers Compensation and
Employers Liability Law.

His advice echoed that presented
at a similar seminar conducted re-
cently at the 24th annual Risk &
Insurance Management Society
conference held in Toronto (B,
April 21).

In fact, forums like these are
helping employers reduce the inci-
dence of wrongful termination ac-
tions, said Mr. MeGuinn, who spe-
cializes in wrongful termination
and bad-faith cases.

The number of wrongful termi-
nation suits already has reached its
apex, and he suspects it will now
begin to decline.

Knowing how to steer clear of
wrongful termination suits can be a
valuable business skill, Mr.
MeGuinn explained, particularly in
light of the success rate of these ac-
tions.

He cited surveys, conducted by
another San Francisco law firm,
indicating that plaintiffs win in
85% of wrongful termination cases.
Jury members are "extremely sym-
pathetic" toward the discharged
employee because most have felt
wrongfully treated by an employer
at one time or another, notes Mr.
MeGuinn.

"It's almost impossible to find a
bad potential juror in a wrongful
termination case," he says.

Wrongful termination suits have
sought both general and punitive
damages, but insurers only now are
beginning to address these cases in
their general liability policies, he
says.

Some commercial policyholders
have asked their insurers to defend
them in these cases, and others
have expected the insurers to pay
the award.

As they become aware of their
exposure to these awards under
their CGL policies, insurers have
begun to cite wrongful termination
as a named coverage exclusion, he
says.

He is unaware of any insurer
that offers liability insurance spe-
cifically to respond to wrongful ter-
mination claims.

Mr. McGuinn suggests there are
many more former employees who
seek to file such suits than even-
tually do so.

Of those employees who come to
him for counsel in these cases, he
only takes the approximately 10%

'When one is fired, one should be told the

reasons for it and those reasons should be

honest, sincere and truthful,' to avoid a wrongful

termination suit, advises San Francisco

attorney John A. McGuinn.

that have "a legitimate basis" for a
wrongful termination claim.

Under federal laws, employees
cannot be fired because of race, sex,
national origin or age.

But employers also must comply
with various state employment reg-
ulations. In California, for example,
employees cannot be fired because
of marital status or a physical

handicap.
Mr. McGuinn said about 30 states

now prohibit firing a person in
violation of public policy. This
would give someone recourse if he
or she is fired for performing jury
duty or acting as an election offi-

Violating public policy is at issue
in a case Mr. MeGuinn expects to
file soon, he said in a subsequent
interview.

In that case, a nurse is suing a
Tucson, Ariz., health maintenance

organization for allegedly firing
her because she notified authorities

when she suspected a burn patient
was a victim of child abuse.

The HMO asked her not to report
it because the organization did not
want to involve itself in the case,
which would have required testi-
mony and paperwork, he said.

The potential plaintiffs in
wrongful termination cases are any
of the approximately 65 million
Americans working in white-col-
lar, management, non-union or
non-civil service positions, says Mr.
McGuinn, who is also a director of
the San Francisco Trial Lawyers
Assn.

The suits do not appear more fre-
quently in any particular industry,
but recent ones have been filed
against electronics firms and both
property/casualty and life/health

1" 1 "1

insurance companies, Mr. McGuinn
notes.

If there is a common characteris-
tic of the companies being sued, it's
that they are major employers.
Mom-and-pop operations are rarely
the object of these actions, Mr.
MeGuinn says.

Most suits are brought by long-
time workers who perceive their
termination as a violation of an im-
plied promise by the employer that
they would only be fired for just

For long-time employees, termi-
nations can be "one of the most
emotionally wrenching experi-
ences one can find," Mr. McGuinn
says.

Often, the person's self-esteem
and self-worth suffer, affecting the
employee's personal and family re-
lationships as well, he says. i

11 1
11



68 / business insurance, May 26, 1986

Chrysler expects to cut costs with new TPA

Chrysler Corp. estimates it will
save abcul $1 million to $2 million a
year in self-insured dental plan
costs as a result of more aggressive
claims handling and lower admin-
istrative Costs under a new third-
party administra-or, Jardine Insur-
ance Brokers Inc

The plan covers about 64,000 em-
ployees-both management and
United Auto Workers employees
outside of Michigan, Ohio and Mis-
souri-c r about 40% of Chrysler's
employees. Dental coverage cur-
rently costs Chrysler more than $40
million a year. said Walter Maher,
director of employee bener'its.

"This is an expensive plan,” said
Mr. Maher. "As a result of the cost
of the plan, we had to look for ways
to save.’

The sel f-insured plan had been
adminis:ered by Aetna Life & Cas-

benefit beat

ualty snce 1957, he said. "We
changed from Aktna to Jarcine be-
cause ae'11 be atle to lower Costa in
two ways: a lower monthly charge
from Jardine to administer iur
claims and a better job ofel: ims re-
viewing' by Jardine, he said.

Aetna had r.c comment on the
change.

Chrysler has always required
dental 3laims fcr expens ve treat-

ments s_ch as or:hodontia or bridge
work and crowns to be -ev.ewed

before keatment, said Mr. Maher.
But, -Jardine has put in place a
very aggressive cost-containment
program and made estima:es to
Chrysler that the savings frim :his
program would help them :c fund

their dental plan,” said Thomas P.
MeDonough, senior vp at Jardine
in Schenectady, N.Y.

Under the Jardine-administered
plan, expensize claims will be re-
viewed by American Dental Exam-
iners, an independent dental re-
view consultant based in New
York, said Mr. McDonough.

'We estimate that $1.5 mill.on to
$2 million in savings will be gen-
erated solely through the claims re-
view process," he said. All claims of
more than $200 are automatically
reviewed and "we have a checks
and balances system that kicks the
high claims out."

But, "what is unique about the
plan now is that as a result of the

11

savings, both Chrysler and Jardine
will share in that savings. Most of
the money saved will revert back
to Chrysler, but some will be passed
on to Jardine as an incentive to
keep reviewing claims aggressi-
vely" at a reasonable administra-
tive cost, he added.

Mr. Maher said employees wiill
pay the same copayments under
the Jardine-administered plan as
they did under the Aetna plan.

According to a schedule of bene-
fits. employees pay 10% of the
charges for restorative treatments
and 50% of the charges for ortho-
dontic treatments and bridge work.
There is no copayment for preven-
tive services and employees do not
pay deductibles under the plan.

A yearly limit of $1,000 on rou-
tine dental zare and a lifetime limit
of $800 for orthodontic treatments

remain the same, he said.

Bank's flex plan

Employees at Bankers Trust Co.
now have the opportunity to choose
their benefits under a new flex
plan.

Under the plan, effective April 1,
"98.3% of our 8,000 employees made
changes in their benefits," accord-
ing to Elizabeth A. Avery, a vp at
the New York bank holding com-
pany.

Employees were allotted benefit
dollars to buy the benefits desired.

Under the plan, employees have
four medical options, ranging from
catastrophic to low coverage, Ms.
Avery said. The medical plans are
self-insured, with claims adminis-
tered by Blue Cross of New York.

Under the catastrophic plan, em-
ployees pay a $3,000 individual de-
ductible, a $6,000 family deductible
and 20% of the first $10,000, up to a
maximum out of pocket expense of
$5,000 for individual coverage and
$10,000 for family coverage.

Under the other options, the de-
ductibles are salary-related, she
said.

For example, under the second
option, employees earning $20,000
or less pay a $50 deductible for in-
dividual coverage and $100 for
family coverage. Those earning
$20,000 to $30,000 pay a $75 individ-
ual deductible and a $150 family
deductible. Employees earning
$30,000 to $40,000 pay a $100 de-
ductible for individual coverage
and $200 for family coverage and
those earning more than $40,000
pay a $125 individual deductible
and a $250 family deductible.

In addition to the deductibles,
employees also pay 20% of the first
$5,000, up to a maximum out of
pocket expense of $1,000 for indi-
vidual coverage and $2,000 for fam-
ily coverage.

Employees also have the option
of enrolling in a health mainte-
nance organization, said Ms. Avery.

Three dental options, including a
prepaid plan, are also offered.

Under a basic plan covering
diagnostic and preventive care and
routine fillings, employees do not
pay a deductible. However, they do
pay a 20% copayment on these ser-
vices. There is a $250 yearly limit
on coverage under this plan, which
is underwritten by Metropolitan
Life Insurance Co.

Under a comprehensive plan,
employees do not pay a deductible
for diagnostic and preventive ser-
vices. However, they do pay a $25
deductible for major restorative
services.

There is also a 20% copayment up
to $1,000 on diagnostic and preven-
tive services and a 50% copayment
on restorative and orthodontic ser-
vices. There is a $1,000 annual limit
on dental services and a $750 life-
time limit on orthodontic services.
This plan is also underwritten by
Metropolitan.

Under Dentall, a prepaid plan
underwritten by Blue Cross of New
York, Bankers Trust and employ-
ees share a cost of $206 for individ-
ual coverage and $299 for a family
plan, said Ms. Avery. Employees

also pay a 50% copayment on ortho-
dontic services.

In addition to medical and dental
coverage, employees can purchase
anywhere from one-half to five
times their annual salary in life in-
surance under the plan.

However, the company provides
employees with enough benefit
dollars to purchase the same
amount of coverage they had be-
fore the flexible plan was insti-
tuted, said Ms. Avery.

Made anv benefit changes? Write
Donna DiBlase, Business Insurance,

740 N. Rush St., Chicago, m. 60611,
312-649-5393.



William M. Mercer-Meidinger
Inc.'s London-based actuarial con-
sulting firm, William M. Mercer-

MPA Ltd., has merged with Dun-
can C. Fraser & Co.-also a Lon-

don-based actuarial consultant-to
form William M. Mercer Fraser
Ltd.

The merger, effective this
month, increases Mercer-Mei-
dinger's total actuarial staff to
about 514 from 450, said Diljit S.
Juneja, president of Mercer-Mei-
dinger.

Terms of the merger transaction
were not made public.

The new company will have
1,000 employees, including 90 ac-
tuaries, with offices in 23 cities in
the United Kingdom, said Mr. Jun-
eja.

"Duncan C. Fraser is one of the
three major actuarial consulting
firms in the United Kingdom, so
the company is bringing strong ac-
tuarial capabilities to Mercer-Mei-
dinger," said Mr. Juneja.

Mr. Juneja could not reveal pro-
jected revenues of the new com-
pany, but Duncan C. Fraser re-
ported 1985 revenues of about $15
million, he said. Mercer-MPA re-
ported 1985 revenues of about $21
million.

Peter Coster, executive vp of
Mercer-Meidinger Inc. and chair-
man and chief executive of
Mercer-MPA, is now chairman and
chief executive of the new com-
pany.

And, Peter E. Felton, who was
senior partner of Duncan C. Fraser,
is now deputy chairman of the new
company. He is in charge of U.K.
operations.

"We are very pleased with this
merger because a number of major
actuarial firms have joined us. This
is an endorsement of our commit-
ment to strengthen our capabilities
in the United Kingdom and Eu-
rope," said Mr. Juneja.

Mercer-MPA and Duncan Fraser
will maintain their separate offices
in London for the time being, the
spokeswoman said. However, of-
fices the two companies have in the
same European cities may even-

tually be consolidated, the spokes-
woman added.

Financial guarantee

Continental Insurance Co. has
formed a new underwriting man-
agement company to administer
the insurer's bond, credit and fi-
nancial guarantee products.

Continental Guaranty & Credit
Corp. "offers a broad product in-
cluding contract and miscellaneous
surety coverage and commercial
and financial fidelity coverage,”
said Beverly B. Wadsworth, presi-
dent of the new company.

The company is made up of three
units specializing in surety and fi-
delity bonds, financial risk and
credit insurance, Ms. Wadsworth
explained.

Through the credit unit, the com-
pany offers credit insurance for
short-term trade receivables, guar-
anteeing payment to a manufac-
turer on accounts receivable.

The financial risk unit offers
commercial, consumer and munici-
pal entities industrial development
bonds, insurance on limited part-
nership investor notes and munici-
pal lease insurance.

In addition, the company offers
financial guaranty coverage for
educational loans, said Ms. Wads-
worth.

"This is a fairly new product,”
said Ms. Wadsworth.

A bond unit offers various surety
bonds to guarantee performance of
construction contracts and fidelity
bonds for commercial and financial
enterprises to protect against fraud
and larceny perils, she said.

Along with Ms. Wadsworth,
other officers of the company are:

markets

Wayne H. Fisher, chairman; Mi-
chael J. Beernaert, executive vp of
the surety and fidelity bonds unit;
Clifton J. Brown, senior vp of the
financial risk unit; and Stephen L.
Taylor, senior vp of the credit in-
surance unit.

Combined gross revenues of the
units are expected to be more than
$100 miillion in 1986, said Ms.
Wadsworth.

Mergers/acquisitions

ABIlI Management Inc., an in-
surance brokerage based in San

Francisco, has acquired Patrick C.
Ross Associates of Woodland

Hills, Calif.

In Denver, First Security In-
surance Agency Inc. has merged
with Rollins Burdick Hunter of
Colorado Inc.

The insurance agency Jay
Adams & Associates Inc. of Day-
tona Beach, Fla., has merged with
Richmond, VVa.-based Hilb, Rogal
& Hamilton Co.

Alexander & Alexander Inc.

has acquired Association Un-
derwriters of America Inc. and

S.Z. Goodstein & Co. Inc., both of
Fort Washington, Pa.

Name changes

INSTECH Inc., a subsidiary of
Security Savings & Loan Assn., has

uu66/It:N*S MJU,Unce, May Lu, LUOU /7 UU

Mercer-MPA, Fraser merge operations

changed its nanne to Security In-
surance & Financial Services
Inc. The insurance agency, which
offers commercial and personal
lines coverage and and risk man-
agement consulting services, is 10-
cated at 450 N. Sunny Slope Road,
Suite 170, Brookfield, Wis. 53008-
0954; 414-785-9490.

The law firm of Kroll, Tract,
Pomerantz & Cameron has
changed its name to Kroll, Tract,
Harnett, Pomerantz & Cameron
with the addition of former New
York Insurance superintendent
Thomas A. Harnett to the partner-
ship. The firms is located at 500
Fifth Ave., New York, N.Y. 10110;
212-921-9100.

T/N Broker Resources Inc. has
changed its name to Broker Re-
sources Inc. The insurance bro-

ker's office is located at 839 N. Jef-

ferson St., Milwaukee, Wis. 53202;
800-472-9002; in Wisconsin, 414-
271-7717.

New offices

The Ministry of Finance Insur
ance Department of the Bahamas
has relocated to Parliament Build-
ing, Top Floor, Rawson Square,
P.O. Box N 3017, Nassau, N.P., The
Bahamas; 809-328-1068.

The Simkiss Agency Inc.,
Frankenfield & Co. llIne. and
Risk Management Systems &
Services line. have relocated to St.
Davids Center, 150 Radnor-Chester
Road, St. Davids, Pa. 19087; 215-
254-5000.

The Insurance Information In-
stitute has relocated to 10 S. River-
side Plaza, Suite 1620, Chicago, lll.
60606; 312-902-1799. .

Call today fora brochure: (305) 593-1881

8685 NW. 53rd Terrace

Miami, Florida 33166
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Ryder System appoints
risk management director

W. Michael McDonald, 42, has
been named director-risk manage-
ment at Ryder System Inc. in
Miami. In this newly created posi-
tion, Mr. McDonald will oversee
operations of the recently reorgan-
ized corporate risk management
department and will report to
Terry M. Ashwill, senior vp and
controller. Prior to joining Ryder,
Mr. MeDonald was risk manager-
foreign administration at United
Technologies Corp. in Hartford,

. accident and health Reinsurance. Conn. He holds a bachelor of arts

O u

For information, Contact
John W Parker, Jr

Deborah N Perna William R Guckes, Jr
Milo W Zidek Charles H Place, Jr
Ralph P Pillischer Harry A Schwandt Jr

degree in economics from North
Carolina State University in Ra-
leigh. In addition, through his affil-
iation with the Risk & Insurance
Management Society Inc., Mr.
McDonald is chairman of RIMS’
International Cooperation Commit-
tee; president of the Connecticut
Valley Chapter of RIMS, co-chair-
man for the Association Europe-
enne des Assures de L'Indus-
trie/RIMS International Risk Man-
agement Conference; chairman for
the RIMS Asia/Pacific Interna-
tional Risk Management Confer-
ence; executive vp of the Interna-
tional Federation of Risk & Insur-
ance Management Association
(IFRIMA); a member of the Ma-
chinery and Allied Products Risk
Management Council (MAPI). He
holds the Associate in Risk Man-
agement designation.

Also joining Ryder's corporate
risk management department is
Mary E. Ging, 26, who has been
named financial consultant-risk
management. In this newly created
position, she will be responsible for
the financial analysis of Ryder's
property/casualty insurance and
will report to Mr. McDonald. Prior
to this appointment, Ms. Ging was
senior financial analyst for Ryder

Could your employee

benefit plans be more

cost effective?

, The EBPR Research Reports can help.

This weekly loose-leaf service concentrates

on plan design and administration, using numerous examples of

actual plans in operation.
Find out how your benefit
operation can be more cost efficient-

read the EBPR Research Reports.

Just send us the coupon at

right to receive more information
about the comprehensive services
available in the EBPR Research Reports.

Charles D. Spencer & Associates, Inc.
222 W. Adams Street

Chicago, IL 60606 83/86

Please send me information about

the EBPR Research Reports

Name
Title
Company
Address
City

Truck Rental Inc., Ryder System's
vehicle leasing and services subsid-
iary. She holds a bachelor of arts
degree in economics and a master
of business administration in fi-
nance from Vanderbilt University
in Nashville, Tenn.

Albert G. Dege, 59, has been
named risk manager-special
projects at Ryder System. In this
newly created position he will re-
port to and assist the director of
corporate risk management with
special insurance and risk-related
projects, such as development of a
workers compensation claims ad-
ministration system and feasibility
studies of offshore captive insurers.
Mr. Dege was director of corporate
insurance before this appointment
and has been with Ryder for 16
years. He holds a bachelor of arts
degree in journalism from Fair-
leigh Dickinson University in
Rutherford, N.J., and is a deputy
member of the Risk & Insurance
Management Society.

Richard Cote, 43, has been
named corporate risk manager at
Ryder System. In this newly
created position, he will be respon-
sible for the company's risk man-
agement program, including prop-
erty/casualty insurance, and will
report to Mr. McDonald. Mr. Cote,
who joined subsidiary Ryder Truck
Rental Inc.'s insurance department
in 1976, was corporate insurance
manager at Ryder System before
this appointment. Prior to joining
Ryder, Mr. Cote was assistant vp-
underwriting at General Insurance
Co. in Miami. He received a bache-
lor of science degree in business ad-
ministration from the University of
Miami in Coral Gables, Fla. Mr.
Cote is vp of the Florida Chapter of
the Risk & Insurance Management
Society.

Susan L. Drake, 34, has been
named manager-workers compen-
sation at Ryder System. In this new
position, she will be in charge of
nationwide claims management
and will report to Mr. McDoriald.
Prior to joining Ryder, Ms. Drake
was a consultant in new product
research and design at Erisco Inc.

in New York.

Lawrence E. Wiesen, 41, has
been named executive vp-human
resources at Fireman's Fund Insur-
ance Cos. in Novato, Calif. In this
new position, he will be responsible
for employee benefits as well as re-
cruitment, compensation, employee
training and development, em-
ployee relations and the Fireman's
Fund Credit Union. Mr. Wiesen,
who joined Fireman's Fund as se-
nior vp in 1985, will report to Wil-
liam M. McCormick, chairman and
chief executive officer. Prior to
joining the insurance company, Mr.
Wiesen was senior vp at American
Express Travel Related Services
Co. in New York. Mr. Wiesen holds
a bachelor of science degree in psy-
chology from Cornell University in
Ithaca, N.Y, and master of science
and doctorate degrees in organiza-
tional psychology from Case West-
ern Reserve University in Cleve-
land. In addition, he received a
master of business administration
degree from New York University
in New York City. He is a member
of the American Psychological
Assn., the American Society for
Training and Development and the

American Society for Personnel
Administration.

J. David Baird, 48, has been
Continued on nerrt page



Continued from premous page claims settlement and insurance
named corporate vp-financial ser- contract negotiation Mr Young
vices at Tracor Inc in Austin, will report to Raymond J Tucker,
Texas In this newly created posi- vp and assistant secretary for Cox
non, he will have corporatewide Enterprises Prior to joining the di-
responsibilities in the area of risk versified communications com-
management, including prop- pany, which is involved in newspa-

erty/casualty and employee bene- per publishing, television, radio ./..

fits insurance, as well as bank rela- and cable broadcasting and auto
tions, loan ad-
Mministration and A/%%6’

auctions, Mr Young was manager
of benefits and insurance for Pied-
rash manage-

ment He wvill |

report to Jim A
h, vp, trea- vey N .1 3/ gree in risk management and in-
surer and chief

mont Natural Gas Co in Charlotte,

C N C Mr Young received a bache-
lor of business administration de-

surance from the University of

financial officer Georgia in Athens and la a local

Mr Baird, who -J / AAral director of the Atlanta Chapter of

prior to this ap- IA A” Socila?isllhﬁlnsurance Management

pointment was
director of fi- Mr. Baird
nancial services, We'd like to report on staff changes in
Joined Tracor in 1968 as corporate your company's rzsk management,
insurance manager Tracor pro- safety or employee benefits depart-
duces technological products and ment Just drop a note to Paul Wm-
services, including sonar, military ston, Business Insurance, 740 N Rush
telecommunications and electro- St,Chicago, Ill 60611, or call 312-649-
mechanical components Mr Baird 5442 Please send a photograph, too
received a bachelor of business ad-
ministration degree from the Uni-
versity of Texas at Austin He is a
member of the National Assn of
Accountants, a board member and
treasurer of the Texas Self-Insur-
ance Assn and holds the Chartered
Property Casualty Underwriter
designation

Garry A. Pew, 41, has been ap-
pointed director of risk manage-
ment and assistant treasurer at Pa-
cific Lighting Corp m Los Angeles
Formerly direc-
tor of insurance
for Lear Siegler
Inc, Mr Pew
will be responsi-
ble for Pacific a=
Lighting's risk '
management
functions, in-

;43

cluding prop-
erty/Casualty in- -
surance, and will

Pt Ir

report to Peter '
C Brockett, vp and treasurer Pa- |
cific Lighting is involved, through

Mr. Pew

its subsidiaries, in natural gas dis-
tribution, 011 and gas exploration
and land development Mr Pew re-
ceived a bachelor of science degree
in business administration and fi-
Nnance from California State Uni-
versity in Los Angeles Mr Pew is
a deputy member of the Risk & In-
surance Management Society, a
member of the Insurance Arbitra-
tion Forum, American Arbitration 1 / r
Assn and is a Chartered Property

Casualty Underwriter

James Kroviak, 36, has been CJ . <R'P¥ 1
named vp-strategic development
for Dillingham Corp in San Fran-
cisco In this position, he will be re-
sponsible for coordination with se-
nior officers in the development,
analysis and evaluation of strategic
alternatives for the general, com-
mercial and industrial construction
company Prior to this appoint-
ment, Mr Kroviak was director of
risk management and assistant
treasurer for the corporation Mr
Kroviak will continue to manage
the risk management and insur-
ance functions for Dillingham and
will report to J Joseph Casey, pres-
ident and chief executive officer.
Prior to Joining Dillingham in 1982,
Mr Kroviak was director of insur-
ance at Sunbeam Corp and Grey-

hound Corp He holds a bachelor of r-

science in business from Ohio State ’

University in Columbus, and a
master of business administration
from Arizona State University m
Tempe In addition, Mr Kroviak is *5*&
a deputy member of the Risk & In- *2
surance Management Society and a

Chartered Property Casualty Un- ***
derwriter

Ted L. Young, 26, has been
named corporate risk manager for
Cox Enterprises Inc in Atlanta In
this newly created position he will
administer the company's risk
management program, including
loss control and safety programs,

till.7..4
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Nobody knowsthe state of
/ excess and surplus better than we do

California is a hard market. Nobody knows that better

than you. What you may not know is that your company
can take advantage of this highly-surcharged environment

CA--through our services.

Excess & Surplus Line Insurance Brokers, Inc.

-+ .5

you a profit.

As brokers we're as selective as you are. We know
>64/Ne*,7 , ¢41 how to write a risk and have the results to prove it.
=.6% :y,3i' .sr, But most important of all, we know how to make

, We're well-managed, supported and balanced.

1% Alld with people in every key area of insurance,

you 11 never have to worry about business coming
., itoalbrupt halt because someone isn't available.

03%,i

So if your company is looking for branch offices
e witho a large existing agency plant (and a

- X partner who knows the state of excess
and surplus), call Jerry Boyer or Douglas
DelLano at 818-990-8860. Or James
Hippard in our Orange County

/o t-e: I<

office, 714-556-8660.

What you'll hear will put
Ifi , 4 -:c you in the right & state

s 24 ., of mind.

—
-

(a1 ~t ...

-t'JOlI

Excess & Surplus Line Insurance Brokers, Inc
13848 Ventura Blvd, Suite A, Sherman Oaks, CA 91423 - (818) 990-8860 - 721ex 755-080
3151 A1rway Avenue, Suite F-206B, Costa Mesa, CA 92626 - (714) 556-8660 - Telex. 5106017045
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Clinical Diagnostic Laboratories
Professional Liability

This fine program featu res a well respected
carrier, a prudent rating basis and a wide range
of optional limits of liability. In this troubled

marketplace we are pleased to be able to
continue to ofer a viable market to our

agents and brokers for their insureds.

For further information or applications call or write...

COVER CORPORATION

P.O. Box 5096. Southfield. Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635

london line

Former Halford officers

forming new brokerage

By STACY SHAPIRO

LONDON-A major manage-
ment shakeup has occurred at Hal-
ford Shead & Co. Ltd., the leading
specie and jeweler's block insur-
ance broker and an Alexander
Howden Ltd. subsidiary.

Co-chairmen John Evans and
Brian Hough, along with six other
executives, have left Halford Shead
to form another specie and jew-
eler's block specialist broker. The
new firm, Hartley, Cooper Associ-
ates Ltd., will be a subsidiary of
Lloyd's of London broker Gibbs
Hartley Cooper Ltd.

Mr. Evans and Mr. Hough will be
the main directors of the new com-
pany, but their titles have not yet
been decided.

Mr. Evans, who has been with
Halford Shead for 24 years, said he
left because he had "philosophical
differences" with Howden over
how the brokerage should be run,
but he would not elaborate.

Taking over as chairman of Hal-
ford Shead will be Dick Drain, who
also will remain as chairman of the
North American casualty, non-ma-
rine and political risks division of
Howden. In addition, Jim Clark, for-
mer senior director of jeweler's
block business at Minet Holdings
P.L.C., will be managing director.

"We expect to continue to recruit
people of the highest professional
standing"” at Halford Shead, Mr.
Drain said.

Halford Shead will continue to be
operated as a separate specialist com-
pany as it always has, said Mr. Drain,
"maintaining its enviable reputation
as the leader in the jeweler's block

business.”

D&O facility line slip

LONDON-INnsurance brokers
are still looking for the last 20% of
coverage for a financial institu-
tions' directors and officers liability
insurance facility.

So far, about 80% of the line slip
has been completed and is expected
to be led by Lloyd's underwriting

Choose an employee benefit program
as carefully as you choose

f your employees.

| S——

THE CRUMP COMPANIES, INC.

Our people make us better.

We're in 44 cities in 24 states, plus Bermuda. To find the office nearest you, call 901-761-1550.

agency Merrett Syndicates Ltd. and
non-Lloyd's underwritin agenc
H.S. eavers (Und**riting
Agencies Ltd., said James Ander-
son, director of Lloyd's broker
Stewart Wrightson North America.

When completed, it will be called
the Maxi-financial Institution Line
Slip with a limit of $10 million, he
said. Already, there is a $1 million
Mini-financial Institution Line Slip
that expires July 1, of which
Stewart Wrightson is the sole ad-
ministrator, he said.

However, since Weavers has
stopped writing new business until
July and Merrett has cut back, it is
unlikely that orders could be
placed with the new facility at the
present time, even if the coverage

is found.

The need for a financial institu-
tion insurance facility arose last
year when financial institutions
were excluded from a London
market D&O insurance facility
with $10 million per-risk capacity.
The new facility could be an ad-
junct to this market D&O facility.
Mr. Anderson says.

The market facility, which re-
newed April 1, still does not in-
clude financial institutions. This
line slip is 100% complete, subject to
reinsurance, said Alan Milsom of
Willis Faber P.L.C., chairman of
the brokers committee.

Six brokers, and not three as pre-
viously reported (Bl, May 5) have
access to the market facility and at-
tend weekly meetings at Willis
Faber to discuss its status. The bro-
kers are Willis Faber, Stewart
Wrightson, Minet Holdings PLC.,
J. Besso & Co. Ltd., C.T. Bowring &

Co. Ltd. and Sedgwick Group
P.L.C.

Merrett recovering

The financial picture is brighten-
ing at Lloyd's of London under-
writing agency group Merrett
Holdings P.L.C., which is recov-
ering from last year's 50% decline
in profits.

This year, Merrett will have a
profit of 4.5 million pounds (ap-
proximately $6.93 million), up from
3.3 million pounds ($5.1 million) in
1984, predicts Chairman Stephen
Merrett.

The acquisition of Pulbrook Un-
derwriting Management and Anton
Group are expected to make a
"healthy contribution"” to that
profit, Mr. Merrett said (Bl, May 5).

Mr. Merrett made this forecast as
he announced last year's poor re-
sults. He had warned last year that
profits would drop by 50% due to
the sharp decline in commissions
earned on the 1982 underwriting
accounts of the group's managed
syndicates.

In fact, Merrett announced prof-
its for the year ending Dec. 31,
1985, were 1.8 million pounds ($2.8
million), down from 3.3 million
pounds ($5.1 million) in 1984.

This year, however, there is a
"return to very satisfactory levels
of profits" for the marine and avia-
tion accounts of 1983, which are
closing this year under Lloyd's

three-year accounting system, he
said.

Merrett continues to be one of
the leading agency groups at
Lloyd's, managing syndicates with
more than 8,000 Lloyd's members
and capacity of 422 million pounds
($649.9 million).

Further acquisitions are being
investigated, and may include com-
panies other than Lloyd's under-
writing agencies "to reduce the
sensitivity of its results to the un-
derwriting cycles,"” he said. .



National Council of Self-Insurers meeting

By CAROL CAIN

SAN FRANCISCO-The new
president of the National Council
of Self-Insurers is positioning him-
self and the NCSI to do battle any-
where in the country to defend the
concept of self-insuring workers
compensation risks.

"We have to preserve that privi-
lege... which comes under attack
many times and
from many

places," said
Richard D.

Schafstall, direc-
tor of safety and
environmental
health for The
Cincinnati Gas
& Electric Co.

Mr. Schafstall
was elected pres-
ident of the
NCSI during its annual meeting
held last month in San Francisco.
Mr. Schafstall also is president of
the Ohio Self-Insurers Assn.

"Each of us in our individual

Cut carefully,

lawyer tells
reformists

Mr. Schafstall

By CAROL CAIN

SAN FRANCISCO-Drafters of
workers compensation reform too
often concentrate on "meat ax"
measures and the result, generally,
is not successful, an expert says.

"If you want to accomplish any-
thing, you really need to talk to the
other side," says John H. Lewis, a
Florida lawyer who has been called
in by various businesses, labor
groups and state legislatures to
study or help draft workers comp
reform programs.

Workers compensation reform is
ideally a 2-to-21/2-year, well
thought-out process that relies on

communication
and education to
work, he told
last month's an-
nual meeting of
the National
Council of Self-
Insurers.

"My version
of reform is not
the meat ax ap-
proach: Let's cut
benefits, let's get
all the lawyers out of the system,
let's bash the doctors, let's jump on
the carriers," said Mr. Lewis, who
in recent years has worked in sev-
eral states, including Pennsylvania,
Massachusetts, Hawaii, Alaska,
Kentucky and California.

Communication among the par-
ties is where the process begins, he
said, adding that communication is
also vital in working with legisla-
tors.

"Very few legislators understand
workers compensation. They need
that education," he said.

"Where does that put self-insur-
ers? In some instances, that ought
to put self-insurers out in front,”
said Mr. Lewis. Self-insurers prob-
ably have more workers compensa-
tion knowledge and more multis-
tate knowledge than others in the
workers compensation arena, he

said.

Mr. Lewis

"But self-insurers haven't been
out there. . . .You've got that infor-
mation, why aren't you out there?"
he said, referring to state lobbying
efforts and special state workers
compensation task forces or study
groups.

And, employers need to talk
among themselves in a reform ef-

Continued on net page

states are constantly having that
privilege picked away," Mr. Schaf-
stall said.

In recent years, several states
have increased the security re-
quirements of employers that want
to self-insure their workers com-
pensation risks. And various state
courts, in their interpretation of
work comp statutes, have eroded
some aspects of self-insurance.

Members of the NCSI have testi-
fied both at state and federal levels
when legislators propose changes
in workers compensation laws, and
Mr. Schafstall believes they will be
called upon to do so in the coming
year.

In addition to Mr. Schafstall,
other members elected to the
NCSI's Executive Committee in-

clude: Vp Robert McCallister, cor-
porate manager of workers com-
pensation for Crown Zellerbach
Corp., WVancou- -
wver, WWash._;
Treasurer Rich-
ard J. Boehm, -
manager of field
personnel opera- 1
tions fo | gt 5 1

ASARCO Inc.,

Secretary Phil - - --% & -
DeRousseau, ex- "

ecutive secretary Mr. McCallister
of the Washing-

ton Self-Insurers Assn.

The NCSI represents employers
that self-insure their workers com-
pensation risks. The 41-year-old or-
ganization has more than 250 cor-

Ttr—

porate, professional and association
members throughout the United
States.

There are 24 state associations
and 24 employers represented on
the NCSI's board of managers.

States that have associations with
representation on the board of
managers are: Arizona, Arkansas,
California, Florida, Georgia, llli-
nois, Indiana, Kentucky, Louisiana,
Maine, Massachusetts, Maryland,
Michigan, Montana, Nevada, New
Jersey, New York, Ohio, Okla-
homa, Oregon, Pennsylvania,
South Carolina, Utah and Wash-
ington.

The employers with representa-
tion on the board of managers in-
clude: Aluminum Co. of America,
ASARCO Inc., AT&T Technologies
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Inc., Bethlehem Steel Corp., The
Boeing Co., Caterpillar Tractor Co.,
Chesebrough-Pond's Inc., Chrysler
Corp., Container Corp. of America,
Crown Zellerbach Corp; E.l. du-
Pont de Nemours & Co., General
Motors Corp., Georgia-Pacific
Corp., K mart Corp., Procter &
Gamble Co., Roadway Services
Inc., Shell Oil Co., Southern Cali-
fornia Edison Co., The Trans-Lease
Group, Union Oil Co. of California,
U.S. Steel Co., Westinghouse Elec-
tric Co., Weyerhaeuser Co. and
Yellow Freight System Inc.
Additional information about the
NCSI and its programs is available
from its executive director, Douglas
F. Stevenson, 10 South Riverside
Plaza, Suite 1530, Chicago, lll.,
60606; 312-454-5110. m

ARE VOUR

HEALTH CARE€E

DOLLARS

ENDING UP

IN THE RIGHT PLACE?

LET MetPRO PUT A LID ON THE WASTE€!

MetPAO, we are more thanjust a Utilization Aeview Organizo-
tion - we are o Physician Aeview Organization.

Dedicated to reducing the costs of healthcare benefits while
assuring quality of care, we con offer what other companies

can't:

« Complete range of services

» Nationwide peer review network consisting of over 3000
phtsicians from oll major clinical specialties

« Experts in monitoring healthcare benefits

* Proven record of cost effective programs for over 10 veors

» Custom designed programs to meet vour corporate needs

The right utilization review companv can make a healthy
difference. For more information on how MetPAO can reduce

vour health care costs, call collect 1 -201-379-6737.

MetPRO

METROPOLITAN P€€A REVIEW ORGANIZATION
1565 MOAAIS AVENUE - SPRINGFIELD, N.J. 07081

MetPAQO'S HEALTH CARE COST CONTAINMENT PAOGAAMS

INCLUDE:
* Pre-Admission Certification

Prevents unnecessan; hospital admissions

« length-of-Stav Certification

Prevents unnecessory dovs of hospital stay

« Second Surgical/Dental Opinion

Avoids unnecessorv procedures and employee productiv-

ith loss

* Qualltv Assurance

Provides professional. phtsicion management during ond
after hospital stays to assure the deliverv of the highest

qualitv of care
= Bill Audit and Evaluation

Prevents patment for undelivered core and services

« Utilization Analvsis

Identifies areas of abuse and over-utilization of hospital

benefits

* Woers' Compensation Analvsls
Identification and review of claim problems

MetPAO... Our Experience Shows
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» Health Risk Identification
» Health Cost Control

- Promotes Wellness -
* Employee Benefit

 Early Disease Detection

* Drug Surveillance

TAKE CONTROL!

COMBAT RISING HEALTH CARE COST THROUGH AUTOMATION

g 40 CompuHealth

YOUR HEALTH TESTING ALTERNATIVE

FOR THE HEALTH OF YOUR EMPLOYEES,
WRITE OR CALL:

g 00 CompuHeatth

A DIVISION OF MEDIQ

500 Sugar Mill Road
Suite 2008

Atlanta, Georgia 30338
404-952-2753

Have you hugged
your surety lately?’

SAN FRANCISCO-Workers

compensation self-insurers that
have been able to obtain or keep
their surety bonds in the current
tight market might want to do
more than just thank their insurer.

"Have you hugged your surety
lately?" joked Lloyd Provost, presi-
dent of the
Surety Assn. of«
America. He put
the question to 'f'J
employers while . 6,
he was describ-
ing the surety i
bond market at
the National
Council of Self-
Insurers' annual
meeting last Mr. Provost
month in San
Francisco.

Most states require employers
that self-insure workers comp risks
to file bonds or some other security,
Mr. Provost said.

Other types of securities include
cash, depositor's security, escrow
deposits or irrevocable letters of
credit, he said.

The tightening surety bond mar-

Work comp reform

Continued from previous page
fort, Mr. Lewis said.

ket is making it expensive to sell-
insure, and rates for this type of fi-
nancial guarantee insurance are
not expected to drop soon, said Mr.
Provost, who explained that the
SAA files advisory rates in each
state, as well as keeps statistical in»
formation.

"Our rates are not developed ac-
tuarially . . They are
market-driven, and there's a good
deal of competition," he said.
stressing that the market is "verr
thin" and made up of the large-
property/casualty insurers.

"The market for these bonds is
not going to get any better in the
immediate future. Rates will go
up," Mr. Provost said.

"Some of you (self-insurers) may
be asked to post all or partial collar-
eral for your surety," Mr. Provos-
said.

"Some, or ali of you, may be
asked to fund all or part of your
outstanding claims in escrow ac-
counts.”

And he added: "Those of you
who have bonds right
now- Have you hugged your
surety lately 2"

"Before you go public, think about what issues are really important to
you," he said. "l hear a lot about 'wish lists,' 'our side vs. their side’; I'm not
so sure how healthy that is in the long run," Mr. Lewis said.

Instead, he advises employers to search out what really are the impor-
tant changes to be made and concentrate on them.

And part of that process is to research and prove that the changes will be

for the better.

"In most fights I've been in, the best defense is to have data: facts and

information,"” Mr. Lewis said.

Finally, once work comp reform is secured from a state legislature, the
next step is to make it work, not go back for more, he noted.

"Legisiators don't like to deal with workers compensation every year.
You have to know when to quit. .. .You have to say 'it's over and now let's

make it work,' " Mr. Lewis said.

Even after legislation is passed, there is a tendency to go back to the old

way of doing things, Mr. Le wis said.

"You have to do a follow-up. . . /You have to monitor the system." .

S.W. MEDICAL DATA SYSTEMS, INC. Brings Ycu The Future... TODAY! Updating Constantly to Keep You There!

- PPO's,
Multiple Employer Trusts
Third Party Administrators
Self Insured Organizations
Hospital and Medical Clinics
Insurance Companies

/S

INCORPORATED

The Complete Solution
Managing Health Care Cost

(805) 963*959

Through Information

Medical, Dental, Vision Claims -
IPA's, HMO's - Actuarial
crCustom Reporting
- DBMS Ad-Hoc Reporting
* Marketing Support System
Physician/Office Management System -

S.W. Medical Data Systems, Inc.
302 West Carrillo Street

Santa Barbara, Calif. 93101

U rmndervwritimgag

Name:

Organization:

Address:
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State:

1 Phone:

Reporting

COMPLETE, MATURE, FLEXIBLE and NATIONALLY INSTALLED software products for totally
AUTOMATIC health care services administration on your computer or a time-share arrangement.

Premium Billing

Trust Accounting
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Cost Containment Reporting

———
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1 Mail to: SWMD, 302 W. Carrillo St., Santa Barbara, CA 93101
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Keep tabs on pool planning, experts say

By MEG FLETCHER

HOUSTON-Public entity risk
managers considering forming an
insurance pool should take steps to
maintain control of both the plan-
ning and implementation process,
experts say.

It normally takes eight to 15
months to conduct a study that de-
termines interest and feasibility
and refines the pool design to im-
plement the pool, said Michael
Kaddatz, a principal with the risk
management consulting firm of
Advanced Risk Management
Techniques in Laguna Hills, Calif.

Mr. Kaddatz was one of several
speakers at an intergovernmental

risk-sharing
conference May

1-2 in Houston

, Sponsored by

9,5.>m Zonsep:st|

5> m Zgnsep:stivn
dependent risk
and insurance
management
consulting firm.

Although Mr.
Kaddatz said he
established one pool in just eight
weeks, he has heard of pooling
projects that fell apart because the
studies moved too quickly and
overlooked important details.

However, one shortcut prospec-
tive pool participants may want to
consider is whether a formal feasi-
bility study is essential for public
officials, or whether a simpler sur-
vey could be used. Public officials
sometimes need a formal study as a
"security blanket" and to help get
other officials to approve the plan,
he said.

Regardless of which approach is
used, pool planners should consider
their deadlines and the types of
coverage they want to pool, includ-
ing property, liability, workers
compensation and employee health
and life insurance.

Including employee benefits in a
pool "is a very difficult problem"
that can often derail a pool because
benefits offered by public entities
tend to vary.

To pool benefits, it is important
they be uniform, perhaps with
some options, Mr. Kaddatz said.

Pool planners also need to decide
whether they will require the assis-
tance of consultants, brokers and
staff members or some combination

Mr. Kaddatz

of the above.

If a consultant is used to explore
a pool's feasibility, a steering com-
mittee should be designated to

4 work with the consultant.

-As questions emerge, the consul-
tant should discuss the advantages
and disadvantages of different al-
ternatives and let steering commit-
tee members decide which option
to choose.

That approach will help build
support for the pooling program
and help guarantee that the feasi-
bility study is responsive to pool
planners and not a consultant-die-
tated "plastic" report, Mr. Kaddatz

i said.

The steps in the feasibility study

include surveying potential partici-
' pants both in writing and perso-

nally, tabulating data, studying
| legal and organizational options
2 and projecting costs for losses,
claims handling, loss control, gen-
eral and administrative costs and
J excess insurance.

The study also should consider

how to allocate costs among partici-

| pants, which "must be a compro-
mise between equity and simplic-
ity,” Mr. Kaddatz urged.

Determining how losses should
| be shared is the biggest problem,
1 Mr. Kaddatz pointed out, because
most public entities want to share
as little as possible in another mem-

ber's losses.

Different types of public entities,
like schools and fire districts, can
participate in the same pool as long
as all members perceive the cost al-
location plan as fair, Mr. Kaddatz
said.

Finally, a feasibility study should
determine when payments and ad-
justments should be made, sum-
marized in a written report or se-
ries of exhibits that planners can
then discuss.

Once a pool is considered feasi-
ble, it should be structured care-
fully so that "form follows func-
tion" and the pool's structure re-
flects, among other things, its pur-
pose and relationship to the spon-
soring organization, Elizabeth D.
"Sue" Puddington, executive direc-

tor of the New Hampshire School
Boards Insurance Trust, said in an-
other session.

She urged public entities to be-
come actively involved with the
pool-structuring process so they
have an early awareness of the
practicality and tradeoffs within it.

That is much better than hiring a
consultant or broker to structure

the program, hire service personnel
like claims administrators and then
present the completed pool to the
sponsoring organizations, Ms. Pud-
dington said.

Options for providing pool ser-
vices include using or developing
internal staff and other resources,
contracting for continuing services

from external sources or coordin-

ating for joint responsibility be-

tween both internal and external

Criteria for organizing services
include cost, control, capability and
the possibility for change as the
pool program matures, Ms. Pud-
dington said.

Factors to be considered in
choosing the structure include: size
of the initial and potential group;
availability of expertise and time to
perform necessary planning, orga-
nizing, directing and control
functions; whether the staff is in-
ternal or administration is pur-
chased through contracts with con-
sultants, brokers and service pro-
viders; the pool's geographic area;
and existing competition.

A pool-sponsoring organization
should aim for at least a moderate

WE'RE SO SURE
YOU'LL LIKE OURNEW
STRUCTURED SETTLEMENT

SOFTWARE
WELLTHROWIN

THE HARDWARE FREE.

r Recently Brokers'
Service introduced . .

degree of involvement in pool
management, she said.

The advantages of even moder-
ate involvement include increased
control over marketing and fi-
nances, control over reserves and
investment income, an ability to
focus on necessary services and an
ability to link costs directly to
amounts of services, Ms. Pudding-
ton explained.

With low involvement in pool
management, there is "little or no
control over services, finances, re-
serves or data," she said.

"Financial control is the key,"
Ms. Puddington said.

The disadvantages to this ap-
proach are the staff time needed to

monitor service providers, finances
and contract administration. -

if signment forms,
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Pools should be run like tight ship: Expert

By MEG FLETCHER

HOUSTON-The administration
of self-insurance pools must be
carefully organized and tended if
pools are to remain financially sol-
vent alternatives to commercial in-
surance, experts say.

A pool cannot be a charity, but
instead must be a "tightly run,
well-managed business enterprise,”
said Bill Martin, president of The
Joseph lvy Co., an independent
consultant based in Austin, Texas.

He was speaking at a Joseph lvy-
sponsored conference on intergov-
ernmental risk-sharing pools, which
was held May 1-2 in Houston.

However, pools are different
from commercial insurance com-
panies because they are service-
rather than profit-motivated, al-
though they want to be financially

Challenge #101

-Another company's
recent disaster has
prompted our client to
require immediate
coverage for Aviation
Accidental Death
Insurance on crews

going to andfrom
and working on
offshore oil rigs
What do you say?"

We responded with a
competitive same-day
quote for this major
oil company for
its offshore rig crews
throughout the world.
The policy was
written - Sum Insured:

2 times salary.

sa: 7

As experienced underwrit-
ers for major domestic and
overseas insurers, we
offer brokers and agents
unusual capabilities in
Corporate Travel, Special
Risk, AD&D, and High
Limit Disability. We calmly
await your challenge.

Lockwood, Dipple & Green
300 Unicorn Park Drive
Woburn, Massachusetts 018()1
Phone: (617)938-9010

solvent, said Eugene F. Berrodin,
director of insurance services for
the Michigan Municipal League's
pooling operation.

In addition, public entity pools
have a limited clientele, are more
carefully controlled and should
provide better communications
than commercial insurers, Mr. Ber-
rodin said.

For a pool to operate well, it is
important that the pool's board be
able to provide a "broad perspec-

tive.”

The mix should include officials
and administrators with back-
grounds in a variety of disciplines
like accounting, law and invest-
ments, as well as women and min-
orities, Mr. Martin said.

In addition, it is important that-

board members understand their

legal and fiduciary responsibilities,

Challenge #37

"My client says that
his voice is worth
$50,000 a month to
him. What do

[#01* Say
= v
P~
/
ZXS—

We said "Fine;' and
responded with a
same-day competitive
quote on an Individual
Disability Income policy
Including Loss of Voice
coverage for this noted
New York radio/TV
broadcaster. The policy
was written for a 5-year
'Tarm including a
5-year Indemnity
Period, a 90-day
Elimination Period and

a $50,000 per month
Benefit.

As experienced underwrit-
ers for major domestic and
overseas insurers, we
offer brokers and agents
unusual capabilities in
Corporate Travel, Special
Risk, AD&D, and High
Limit Disability. We calmly
await your challenge.

Lockwood, Dipple & Green
300 Unicorn Park Drive
Woburn, Massachusetts 01801
Phone: (617)938-9010

said Shannon Ratliff, a partner
with the Austin-based law firm of
MeGinnis, Lochridge & Kilgore.

A pool trustee must act prudently
and for the sole benefit of the pool
itself, even if the decision ad-
versely affects =he public agency
that employs him cr that he was
elected to represent, ne said.

Also, under Texas law, a board
member can be helc liable for ac-
tions of the board taken during a
meeting he did nt attend unless he
finds out what occurred and files a
written dissent, Mr. Ratliff said.

A good pool needs to be operated
through a strong structure of com-
mittees including, for example, ex-
ecutive, underwriting, finance,
budget/audit, nominating and leg-
islative liaison .ommittees, said
Francis J. Fey, a Joseph lvy vp.

The board members and their

Challenge #117

"My client's ofte) do a
photo essay on rebet
forces in one of those

Central American
hotspots and needs
AD&D Including
War Risk. Help!"”

Adding urgency tc it all
was the fact that the
photographer was
leaving within days.
We provided cur usual
same-day con-pet.tive
quote, which was
accepted. The policy
covered him for
$100,000 AD&3
Including War Risk;
Tbrin: 1 mcnth.
Unfortunately tne
man was kmed,n
crossfire between

the combatants.

As experienced unde,writ-
ers for m4jor domestic and
overseas insurers, we
offer brokers and agents
unusual capabilities in
Corporate Travel, Special
Risk, AD&D, and Hjgh
Limit Disability. We calmly
await your challenge.

L —

Lockwood, Dipple & Green
3()0 Unieorn Park Driv]2
Woburn, Massachusetts 0 801
Phone: (617) 938-901(

staff aides need to be concerned
about the short- and long-term
goals and objectives of the pool,
said Mr. Fey.

"l can't em-
phasize this
enough,” he
said.

Long-term

Rlanning is
pools fall apart, f.
he added. Mr.
Fey suggested
holding an an-
nual strategic
planning retreat
to help develop agreement about
the pool's mission, service and
strategy for marketing.

A consensus about the pool's ob-
jectives is especially important be-
cause pools operate in "a glass
bowl" due to laws that require pub-
lie entities to hold most meetings in
public, Mr. Martin said.

"At any time you can be called
on to demonstrate how you made a
decision,"” he explained.

In keeping with the openness of

pool operations, most pools keep
their members and state insurance

Mr. Fey

officials well-informed about the
pools' activities, even if the officials
do not regulate the pools as such.

Experts suggest that is a good
practice anyway, because it reduces
the impact of misinformation crit-
ics may promulgate and creates a
positive history that can blunt criti-
c.sm from opponents.

"We take our best shots and they
take their best shots," said Mr. Ber-
rodin. It is up to the buyer to de-
cide.

Once a pool is operating, it is im-
portant to assess its effectiveness on

CESS

a regular basis, evaluate the perfor-
mance of service providers, assess
its equity, financial stability and
soundness, said C.C. "Bud" Griffin,
chairman and chief executive off -
cer of risk management consultar t
Warren, MeVeigh & Griffin Inc. i i
Newport Beach, Calif.

The frequency with which audits
should be performed depends upon
many factors, although many ex-
perts suggest annual financial
audits.

Frank E. James, general man-
ager of the Sonoma, Calif.-based
Redwood Empire Municipal Insur-

ance Fund, recommends pools con-
duet both an annual claims and ac-

tuarial audit.

Although financial audits are
sometimes seen as a necessary evil
the process can be a healthy experi-
ence i f the pool has appropriate fi-
nancial controls in areas like claims
handling, internal financial proce-
dures and accounting and invest-
ment procedures, experts say.

In formulating investment pol-
icy, state laws and client attitudes
create the framework for the type
of investments that can be made.
said Paul H. Weyrauch, a financial
consultant who is the retired vp
and treasurer of Gulf Oil Corp.

The objective of portfolio man-
agement is to maximize total finan-
cial return, he said.

"Too often, failure of a board to
be interested in or have knowledge
of what portfolio management
really involves almost invariably
results in setting extremely tight
guidelines, thereby constraining
the manager in his ability to raise
yield by basing his investments on
informed market judgments,” he
_ a8 _ ——

It makes

a difference!

"The CEBS program provides both a conjirmation
of your current knowledgeand aconduitfor the
ceaseless changes affecting our business."

Thomas W. Hourihan, CEBS

Vice President

Alexander and Alexander, Baltimore, MD

"We have needed a way to certify the corporate
bendit consultant and practitioner. As a consultant,
the CEBS program has sharpened my skills and
strengthened my co®dence in working with clients."

Madison J. Groves, CEBS

Associate

William M Mercer-Meidinger, Minneapolis, MN

"The CEBS program is unique in providing the
education needed to cope with the revolutionary
changes in the employee benejits world,

William T. Hubert. CEBS
Manager, Treasury Department/Benefits Administration
Polaroid Corporation, Cambridge. MA

The Certified Employee Benefit Specialist (CEBS) designation is
awarded to individuals who'successfully complete a series of ten
college level courses and examinations covering the design and
operation of employee benefit plans.

The program js cosponsored by the International Founda-
don of Employee Benefit Plans and the Wharton School of the

University of Pennsylvania.

For more information and a free CEBS Catalog of
Information contact:

CEBS Department. International Foundation
'8700 W Bluemound Rd., P.O. Box 69

Brookfield, Wisconsin 53008-0069, (414) 786-6700
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Pooling entities told to be wary of problems

By MEG FLETCHER

HOUSTON-Public entities,
which are scurrying to establish in-
surance pools or forming new ones
because commercial protection is
scarce, should be wary of potential
problems with some pooling ar-
rangements, experts say.

Their comments were culled
from presentations at a conference
on intergovernmental risk sharing
pools, which was sponsored May 1-
2 in Houston by The Joseph lvy
Co., an Austin, Texas-based inde-
pendent consulting firm.

Some large pools have been
"very foolish" in not having their
tax-exempt status affirmed by an

Internal Reve-

-4 '' nue Service pri-

— vate letter rul-

ing, said Bill

o,- (; Martin, presi-

9 - - ff dent of Joseph
Ifi vy,

. - Although it is

B ol P L |

Mr. Martin

ties would auto-
matically be ex-
empt from taxes, the IRS does not
view it that way, Mr. Martin said.

Without an affirmed tax-exempt
status, a pool faces the possibility
that the IRS could require it to pay
taxes on the accumulated premi-
ums that exceed expenses and al-
lowable reserves, said Henry G.
Zapruder, a tax specialist and part-
ner with the Washington, D.C.-
based firm of Morgan, Lewis and
Bockius.

The Texas Municipal League,
which is the largest intergovern-
mental self-insurance pool in the
United States, was the first to have
its tax-exempt status affirmed
under Section 115 of the IRS code,
Mr. Martin said. Prior to his cur-
rent position, Mr. Martin was the
chief executive officer of the
TML's self-insurance pool.

The Michigan Municipal
League's pool, and some others,
have also received similar letter
rulings, he said.

TML has blazed what is now a
"well-plowed" path to tax-exempt
status that takes about four months
to get, Mr. Zapruder said. The cost
of doing so consists of legal and ac-
counting fees, he said.

To avoid other tax problems,
pools should operate "at arm's
length"” from non-governmental
associations that may sponsor them,
Mr. Zapruder said. Potential tax
problems could stem from a spon-
soring municipal organization
using a pool's office space or its
equipment, he said.

However, a league could proba-
bly lease office equipment to a pool,
if the rates are comparable with the
commercial rental market.

In responding to questions, Mr.
Zapruder said he was not con-
cerned by the potential tax conse
quences of a pooling organization's
workers compensation pool loaning
money to its lia-
bility pool, even
if the public en-
tities belonging
to the respective
pools are differ-
ent.

He also said
that investment
income could 1
probably be used - S t
for a common Mr. Korioth
reserve, rather
than having to allocate it on a pro
rata basis.

However, there could be a prob-
lem if the pooling program was
structured so that a broker receives
20% of any leftover income without
providing any additional service,
Mr. Zapruder said.

Tax reform proposals that could
result in taxing the insurance in-

dustry bear watching, because they
may also affect pools and require
them to pay tax, he warned.

The National Assn. of Insurance
Commissioners' model pooling bill
also inhibits the development of
self-insured pools, said Tony
Korioth, TML's general counsel
and lobbyist for its insurance
funds.

He urged pool officials not to be
hostile to opposing interest groups,
but to jointly find ways to work
with them, or around them.

Pools should also use the power
that comes from large assets gen-
erated by premiums and reserves,
he said. The TML has its funds de-
posted in about 100 banks. As a re-
sult, when the TML is having prob-
lems with a recalcitrant legislator,
it can often arrange to have a bank
official in that legislator's area call

L. Dean Kriens, CLU
Regional Director

Mutual Benefit Life

Their know-how paved the way from disability to
productivity for David Purvis and his new employer.

Patricia M. Mulvihill

Group Claims

San Francisco Group Sales Rehabilitation Specialist
Mutual Benefit Life

that legislator on TML's behalf.

A pool member's city attorney
should not be used to defend cases,
advised Frank E. James, general

manager of the

. . Sonoma, Cialif.—

=1 d

11, Empire-Mumci=
/- 2 611 pal Insurance
{Fund. Instead, a

434 i pool should as-

, sign an attorney

09 /. to a case in an
' effort to coordi-

Nnate defense
Mr. James strategies and
keep costs down,
he said.

The Michigan Muncipal League's
pooling operation uses one large
law firm with four offices across
the state to represent the pool, al-
though cases in outlying areas may

be assigned to other local counsel,
said Eugene F. Berrodin, the
league's director of insurance ser-
vices.
Mr. Berrodin ,
said he meets "2-——i.——«- "-- <
monthly with FF-" -
the head of that O
law fir to L-,-c*— .
check on the Sta- a% 9 1 i
tus of cases. The mru , -
v

league's AR L -« |
erating a "won- N\T -
derful” data base EI -
on lawsuits and Mr. Berrodin
their outcomes,
he added.

In addition, Mr. James urges that
a pool require that attorneys who
defend it-and therefore get to
know its priorities and method of
operation-agree not to represent

plaintiffs who sue the pool in the
future.

Pools can avoid a lot of legal and
administrative headaches if they
use good procedures to keep track
of the "onslaught" of paper that is
part of pool operations, said Francis
J. Fey, vp of Joseph lvy. He pre-
viously was responsible for operat-
ing the TML's workers' compensa-
tion, liability and property self-in-
surance pool.

Pool administrators especially
need to make sure that a pool mem-
ber signs and returns pooling
agreement contracts before a claim
occurs, he said. Otherwise, the con-
tract might be returned after a
claim has been filed with a change
in the deductible limit initialed by
the new pool member. "Then it's

your word against theirs," Mr. Fey
_—————m . _ _

With Mutual Benefit Life's LTD,
rehabilitation is the bottom line.

Encouraging disabled workers every step of the way is part of our rehabilitation
commitment. But that's not the only thing that makes our LID so appealing.
Employers of all types are also responding enthusiastically to our Dual Definition

Life Group Sales professional today.

Mutual Benefit Life

People and Performance

of Disability (occupation or earnings test); our acceptance of any Rehabilitative
Employment any time with any employer; and a contractual provision that permits
working from day one during the qualifying period.

We've got all kinds of innovative ways to make our LID work for employers and
employees-and meet their needs precisely. For details, contact a Mutual Benefit
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HavetheFacts
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If there's a spill at your dump site,
others are likely to assume your com-
pany's at fault. That's why, before the
summons arrives, you should make one
phone call:

Countrywide Services, 314/878-3306.

Our professional investigators have
at least 10 years' experience each. They'll
be swiftly assigned to find facts vital to
your defense.

For example: Is the EPA RI/FS
adequate? Who else was using the dump
site? Is apportionment possible?

Perhaps your company is not respon-
sible after all. Or perhaps responsibility
should be divided among several com-
panies. In either event, our investigation
would prove very worth your while.

We provide complete claims manage-
ment services to major self-insured
manufacturers throughout the world.
Please keep our phone

number handy.
Let others assume

what they will. We'11 arm
you with the facts. —  m

 _ -

Countrywide
Services

Corporation

Specializing in product
liability claims management.

11933 Westline Drive, St. Louis, MO 63141, 314/878-3306
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Travelers offers small firms

complete package program

A new multiple-line insurance
yackage is being offered by Travel-
ers Corp. to companies with 100 to
500 employees.

The Intergreator program pro-
:ides one-stop shopping for em-
Floyers for mulriperil property/
easualty insurance, workers com-
Fensasion coverage and employee
tenefits plans, according to Hal
Smullen, a director in the corporate
accounts department of the Hart-
Yrd, Conn.-based insurance com-
Fany

"It seems to be the general trend
these days to market combination
or multiline programs,” he said.

Through the program, employers
can obtain general liability, auto-
mobile liability and workers com-
pensation insurance.

In addition, a full employee ben-
efits program-including medical,
dental, 401 (k) savings plans, well-
ness programs and utilization re-
view under Travelers' Patient Ad-
vocate service-is available.

Underwriting and claims admin-
istration is handled jointly by Trav-
e.ers' employee benefits and prop-
erty/casualty departments, Mr.
Smullen said.

The package, which has been
available on a limited "pilot" pro-
gram since November, will be
available on a nationwide basis
Jine 1, he said.

"Our customers view this pro-
gram as an opportunity to gain ad-
ditional leverage with the insur-
aice company when they can pur-
Nnase all of their insurance from
cne carrier,” Mr. Smullen said.

"But, there are a couple of states
where the package will not be
available, including six monopolis-
tib states,"” where insurers are pro-
hibited from selling workers com-
pensation coverage, he said.

The Intergreator was created
based on a similar plan marketed to
companies with more than 500 em-

products & services

ployees, Mr. Smullen said. Under
the Total Account program, Trav-

elers has offered these services for

about 20 years, he said.

Cost containment

In-house claims administrators
can check medical costs with Data
Management Ventures Inc.'s Fee
Facts.

The 61-page report contains the
results of a mail survey of prevail-
ing chiropractic and physical ther-
apy fees in all 50 states, according
to Stuart L. Perry, vp of the At-
lanta-based company.

More than 13,000 chiropractors,
osteopaths, orthopedists and physi-
cal therapists reported their cur-
rent fees for 40 separate types of
services, including examination
procedures, diagnostic procedures
such as X-rays and lab tests, treat-
ment procedures and supplies.

Fee Facts is divided into 113 geo-
graphic zones, which take into ac-
count differences in economic eli-
mate and population densities
within individual states.

"With Fee Facts, claim adminis-
trators will gain the ability to eval-
uate with confidence claims from
any part of the United States, ap-
plying their 'usual, reasonable and
customary' contractual provisions
to effect claim savings," he noted.

Fee facts is published twice
yearly and is available on a sub-
scription basis. A $600 subscription
consists of one copy of each semi-
annual issue. Additional copies are
available for $14 apiece.

For more information or to ob-
tain a subscription form, contact
Stuart L. Perry, Data Management
Ventures Inc., P.O. Box 724258, At-
lanta, Ga. 30339; 404-438-9193.

SAVE YOUR COMPANY MONEY

WITH PERSONALIZED GOOD HEALTH CALEN DARS
THAT WORK ALL YEAR...

FREE-Your Name & Message Here

FREE SAMPLES

800-323-5471

312-432-2700

Geneml Ikarning
Corporation

PPO adds drug plan

Mutual of Omaha has added a
nationwide prescription drug in-
surance program to its "Mutually
Preferred" preferred provider or-
ganization.

Employees in groups enrolled in
Mutual's PPO will be able to pur-
chase medications at more than
5,000 pharmacies across the United
States with only a small co-pay-
ment, normally between $2 and $5
per prescription.

Employees can have any number
of prescriptions filled under the
program, although the use of ge -
neric drugs is encouraged as a cost-
containment measure.

Employees can save even more
money when buying medications
prescribed for longer than 21 days
by using the mail-order feature of
the program, the firm says.

Nineteen national and regional
pharmaceutical chains are partici-
pating in the program.

The prescription drug program
also is available to companies en-
rolled in other Mutual of Omaha
group insurance programs. There
may be an additional charge fw
non-PPO members, the compan>
says.

For more information, contac:
Jim Braun, Assistant Vp-Group In-
surance, Mutual of Omaha Cos.
Mutual of Omaha Plaza, Omaha
Neb. 68175; 402-978-2482.

Work-saving software

Insurance Software Packages
Inc. has developed two new soft-
ware packages for processinE
workers compensation claims and
group health insurance claims

Continued on next page

Your Health 87

Custom Calendar

Promote good health and
cost containment among
employees 365 days a

year.

Your Health

Message Here

&Safety'87

Custom Calendar

Encourage off-the-job
safety and healthy
lifestyles among
employees 365 days a

year.

Choose the calendar that ,
fits your health/safety

Custom
Publishing
Group

program needs.

*
1 #JQ‘*4 1-A€45.1

3500 Western Avenue
Highland Park. It, 60035



Continued from preuious page

the IBM Personal Computer or any
compatible system, are designed to
streamline the claims administra-
tion process, according to A. Allan
Machesney, president of the com-
pany, which is based in Tampa,
Fla.

The workers compensation soft-
ware package determines a claim-
ant's eligibility, validates payments
against state fee schedules, issues
checks and tracks a company's self-
insured workers compensation re-

In addition, the package creates
all the major state forms, including
the initial notice of injury, interim
reporting forms and federal report-
ing forms.

The group health software pack-
age also determines eligibility and
issues checks, as well as performing
the additional functions of claim
adjudication, plan maintenance and
answering on-line inquires.

It pays claims according to plan
coverages, limits and deductibles,
and accommodates for payments to
preferred provider organizations,
Mr. Machesney says.

The software also automatically
creates letters to policyholders and
providers that reject claims or re-
quest more information.

The user can modify these form
letters by inserting appropriate
paragraphs, which are stored in the
memory, that explain the reasons
for actions taken, explained Mr.
Machesney.

The workers compensation pack-
age is priced at $11,895, and the em-
ployee benefits software costs
$24,800.

For more information, contact
Insurance Software Packages Inc.,

5118 N. 56th St., Tampa, Fla. 33610;
1-800-237-8133 or 813-621-6069.

NCCI manual

A two-volume manual that an-
swers many of the typical questions
asked by underwriters and agents
regarding workers compensation
and employers’ liability insurance
is now available from the National
Council on Compensation and In-

"Scopes of Basic Manual Classifi-
cations" includes descriptions of
the operations and processes con-
templated by the industry classifi-
cations in the Basic Manual for
Workers Compensation and Em-
ployers' Liability Insurance, said
Joseph Volman, NCCI secretary for
underwriting operations.

"With 'Scopes,’' we have for the
first time, a unique, comprehensive
listing of the scope of virtually all
basic manual classifications,” he
said.

"Each listing in 'Scopes' contains
the classification phraseologies, in-
cluding cross-references and foot-
notes, and distills the classification
decisions of the Underwriting
Committee and those contained in
the NCCI code files into a detailed,

yet easily used, classification aid,"
Mr. Volman added.

Because classification decisions
are made throughout the year,
NCCI also is offering a semiannual
update service for "Scopes."

AnNnd, later this year, the council

will release supplemental state
classification codes.

"Scopes" is available from the
NCCI at a cost of $100 for members
and $125 for non-members. The
semiannual update service is avail-
able for $25 to members and $50 to
non-members.

For further information, contact
Jane Conlon, NCCI, 750 Park of
Commerce Drive, Boca Raton, Fla.
33431; 305-997-4559.

Captive directory

"The 1986 Captive Insurance
Company Directory," lists approxi-
mately 2,200 single-parent, group
and association, credit life and se-
nior captives domiciled throughout
the world, according to its pub-
lisher, Tillinghast, Nelson & War-

ren Inc.

The directory includes the most
current information from public
records, captive owners, managers,
other service providers and confi-
dential sources.

All listings are by captive name,
cross-referenced by parent. Also
included is a worldwide listing of
captive managers detailing number
of captives under management, of-
fice staff and ownership.

Cost of the 1986 directory is $80,
or $55 for subscribers of "Captive
Insurance Company Reports," also
published by Tillinghast.

To order, write Tillinghast, Nel-
son & Warren Inc., 722 Post Road,
Darien, Conn. 06820-4798 or call
203-655-9791.

Annual reports

Annual financial reports and
quarterly updates on U.S. domestic
non-admitted insurers are now

provided on an annual subscription
basis from the National Assn. of

Professional Surplus Lines Offices
Ltd.

The information, made available
through NAPSLO's Quarterly Fi-
nancial Information Service, con-
sists of a year-end 1985 annual fi-
nancial report and three 1936 quar-
terly reports.

The annual financial reports in-
clude more than 65 separa:e ratios
and other information reflecting a
company's financial performance,
cash flow, surplus position. reserv-
ing and reinsurance practices.

The quarterly reports provide
specific financial information on
company income surplus and re-

The new service also identifies
and explains the 11 NAIC Early
Warning Ratios that are contained
in the reports.

Cost for the service is $100 for
NAPSLO members and $250 for
non-members.

For more information, contact
NAPSLO's Security and Review
Coordinator, P.O. Box 1507, Ros-
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well, Ga. 30077 or call 404-998-90':'5.

Substance abuse aid

A new videotape program devel-
oped by Du Pont helps companies
root out substance abuse problems.

"Substance Abuse: Managing [ts
Effects on Job Performance"” con-

sists of informative "docu-dramas"
and expert guidance on how to
conduct effective training meet-
ings, according to Du Pont.

"It is a perfect complement to an
existing employee assistance pro-
gram or an effective and practical
step toward the development of
one," the company says.

The purpose of the program is to
improve productivity; reduce med-
ical costs and damage to equipment
and property; and improve safety
performance, attendance and punc-
tuality.

Separate programs. for supervi-
sors and employees detail a five-
step program for deahng with sub-
stance abuse, a problem Du Porn

J&lil INFOLINE

INFORMATION AND IDEAS ON RISK MANAGEMENT AND BENEFITS FROM JOHNSI»1& HIGGINS

says costs American industry $20
billion annually.

Like other training programs
from Du Pont, "Substance Abuse"”
is based on procedures that have
been used at numerous company
locations.

The four-hour supervisors' pro-
gram, which costs $995, includes
three videotapes totaling 62 min-
utes, plus discussion question and

The one-hour employees' pro-
gram includes a 38-minute video-
tape plus discussion Q&As for $595.
If purchased together, both pro-
grams are available at a discounted
price of $1190.

Companies can preview the pro-
grams for a $50 fee, which includes
shipping and handling and can be
applied to the purchase price.

The previews are limited to 48

hours
For more information, contact
Du Pont's Training Services, Bar-

ley Mill P19-1210, Wilmington, Del.
19898: 302-992-3620. .

NO. 16

Administering Complex Benefit Plans:

Software program offers comprehensive solution.

The complexity of today's employee benefit plans can overwhelm existing corporate

benefit administration systems.

Designed to perform specific functions, these systems cannot respond to changing

requirements for comprehensive management information. Lack of effective interface

with payroll, accounting, and third parties can be a drawback. Extensive manual

manipulation of data can be another.

Ideally, an administration system should automate the handling of all types of

benefit plans. It should be simple to implement, control benefit data, and coordinate

precisely with other personnel systems.

The J8eH BenelNet Consulting Group now is licensing state-of-the-art benefit

administration software that meets these requirements. The system acts as a conduit of

benefit information for key departments, third parties, and employees. It automatically

processes enrollment and enrollment changes, calculates premiums and deductions,

passes information to other systems, and generates benefit confirmation statements.

The system maintains spending accounts, records transactions, and handles

disbursements while providing management reports in both on-line and hard-copy

form. It also can generate periodic and exception reports.

For more information, call your J&H office or the J&H BeneNet Consulting Group:

'Ibny Polito at (609) 520-2420 or Bill Schneider at (213) 552-8912.

© 1936 Johnson & Higgins
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Tasco new Marsh & McLennan chairman

Frank J. Tasco has been elected
chairman of Marsh & MelLennan
Cos. Inc. of New York. Mr. Tasco,
58, had been president of M&M

since September
1984. Previously,
Mr. Tasco was
president of Guy
Carpenter & Co.

"t, insul15-

kerage interme-

diary, which he

joined in 1954.

Mr. Tasco re-

Mr. Taseo tains his respon-

sibilities as chief

executive officer of Marsh &
McLennan.

Mr. Tasco succeeds John M.

Regan Jr., who remains the chair-

man of the executive committee

until his retirement in June.

A.J.C. Smith succeeds Mr. Tasco
as president of M&M. Mr. Smith,
52, had been vice chairman of

M&M since Sep-
tember 1984. Mr. 4

S rnmaithhh, wwWhho o,
joined M&M in * 5
1961, was presi-

dent of M&M's »I1- r
Consulting and 9//9 /

L] L]
Financial Set
election.

Other
agent/broker

changes:
William M. LaMorte named

Mr. Smith

director of the international divi-
sion of Alexander & Alexander Inc.

of New York, a subsidiary cf Alex-
ander & Alexander Services Inc.

Mr. LaMorte previously was man-

t comings & goings: industry

ager of the reverse foreign bro-
kerage international department at
Reed Stenhouse Inc. in New York.

Lynn E. Larsen named presi-
dent and chief executive officer of
Corroon & Black of Ohio Inc., a
subsidiary of Corroon & Black
Corp. Mr. Larson previously was
executive vp and chief operating
officer. Also, J. Griffin Weld
named executive vp. His responsi-
bilities will include directing pro-
duction efforts.

Susan Hackley appointed senior
vp in the client services division at
the Chicago office of New York-
based Fred S. James & Co. Inc. Ms.
Hackley will be responsible for the
administrative management and
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daily operations of claims manage-
ment services. Ms. Hackley joined
James in 1983 as vp-claims.

Henry F.G. Wey Ill named se-
nior vp of Jardine Insurance Bro-
kers Inc. of Boston. Mr. Wey will be
responsible for the New England
states. He previously was senior vp
in the international division of
Alexander & Alexander Inc.

Also at Jardine of Boston, Ellen
Clements named vp and manager
of the commercial lines depart-
ment.

John A. Salaverry named exec-
utive vp of Frank B. Hall & Co.
Overseas Inc., a subsidiary of
Frank B. Hall & Co. Inc. He will be

responsible for management and
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development of Hall's overseas op-
erations. He previously was a vp
for Marsh & McLennan Cos.

Reinsurance

Diane M. Larzeleree, Arthur T.
Dougherty Jr. and Robert K.
Race elected vps of intermediary
Cole, Booth, Potter Inc. of Edison,
N.J., a subsidiary of Combined In-
ternational Group.

John J. Pfautz and Thomas C.
Burke appointed vps of treaty un-
derwriting for Christiania General
Insurance Corp. of New York. Mr,
Pfautz previously was an assistant
vp for Christiania Mr. Burke pre-
viously was vp of underwriting
property and casualty reinsurance
business for Constellation Reinsur-
ance Co.

John F. Storey appointed senior
vp of Continental Reinsurance
Corp., a unit of New York-based
Continental Corp. Mr. Storey will
be responsible for the domestic and
international assumed treaty anc
facultative reinsurance operations
and will be senior officer in charge
of worldwide marketing efforts
Mr. Storey most recently was man-
aging director of Continental Re
(UK), which last year was inte-
grated with Unionamerica, another
Continental subsidiary.

North American Reinsurance
Corp. of New York has made sev-
eral appointments: Joseph E. Car
ney named senior vp-casualty un-
derwriting; George C. Cartwright
named senior vp in the brokerage
and retrocession department,
where he retains his duties as
director, William R. Morse named
senior vp-ocean marine; and Jean
F. Webb IV named senior vp-prop-
erty underwriting.

Also at North American: Gary
Patrik named vp-actuary, respon-
sible for managing the actuarial de-
partment; and Dennis J. Stokes
named vp-casualty underwriting.

Other suppliers

Staunton E. Boudreau named
vp on the employee benefits con-
sulting staff in the St. Louis office
of Atlanta-based Tillinghast, Nel-
son & Warren Inc. Mr. Boudreau
will specialize in international em-
ployee benefits consulting. Pre-
viously, Mr. Boudreau was man-

ager of international benefits for
Monsanto Co.

John W. Baldwin named senior
vp and regional executive of the
central region for Adjustco Inc. of
Tarrytown, N.Y., a unit of Frank B.
Hall & Co. Inc. Mr. Baldwin, who
will be based in Chicago, will man-
age operations in 11 states and
seven offices. He succeeds Michael
J. Reid, who has been appointed to
the firm's national marketing unit.
Mr. Baldwin previously was execu-
tive vp of Frank B. Hall & Co. of
Hlinois.

Joe Luggia named claims man-
ager of Lancer Claims Services in
Anaheim, Calif,, a subisidary of
The Cal-Surance Group. Mr. Lug-
gia will be responsible for handling
professional liability claims.

Excess/surplus

J. Larry Vickery and John D.
Richardson named senior vps at
The Crump Cos. Inc. of Memphis,
Tenn. Mr. Vickery will manage the
utility department, which provides
underwriting brokerage and risk
management services to public and
private utility companies. Mr.
Richardson retains his duties as
manager of the property depart-
ment of Crump London Un-
derwriters, a subsidiary.

Also at Crump, Helen G. Easley
named vp. Ms. Easley retains her
duties as head of the commercial
automobile insurance department
of Crump London Underwriters. .
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Home rather than Keene decision

ASbeStOS Coverage is that the American Home decision

e vary eased with the reading of e meuremes comrens. AANSDEStOS producers receive setback.

)pinion," said Jerold Oshinsky than is Keene "

with the Washington law firm of "The plain language of the defi- By STEPHEN TARNOFF peals court in Boston ruled that the producers could
Anderson Baker Kill & Olick "It's nition of 'occurrence' used in the not recover from either PNS or Bath shipyards.

different verbiage but you get CGL policy requires exposure that WASHINGTON-The U.S Supreme Court has In the PNS cases, the court required that the as-
pretty much the same result as 'results dunng the policy penod in dealt asbestos producers another setback in their ef- *bestos producers' third-party claims against the gov-
Keene ™ bodily injury’ in order for an in- forts to force the federal government to pay for as-js ernment in its capacity as employer be dismissed

Abex has no plans to file a peti- surer to be obligated to indemnify bestos claims brought by shipyard workers. -* On the issue of the government as vessel owner,
lion for a rehearing with the full the insured,” the court said Last week, the high court let stand a decision by .3£ the court also found that the federal government
appeals court, Mr Oshinsky said "The unambiguous meaning of the 1st U.S Circuit Court of Appeals holding that *could not be found liable for negligence under the

The Abex case is one of many these words is that an injury-and the federal government could not be held liable for * Longshore Act
lawsuits between companies and not mere exposure-must result asbestos injuries in its ca ac'E’ies as a shi yarc1 em-11n We Raymark case, the court fou %th t the
their insurers over who will pay for during the policy penod," the court ployer ang ave seFowner at Rme ortsmouth Rlava 'rR/Ialne orkeys 8ompensatlon Act antpt e Eong—
the massive defense and indemnifi- said Shipyard in Kittery, Maine. shore Act barred recovery for contribution and m-
cation costs associated with asbestos The court then remanded the It also let stand a decision by the same appeals demnity by asbestos producers against a compensa-
and other toxic tort litigation case to the district court because court that said a private shipyard, Bath Iron Works, Ation-paying employer.

According to the appeals court, there was no evidence in the record could not be held hable in certain third-party law-aE> Companies seeking certiorari in the decisions in- *
the maJOr issue in the Abex case is of when asbestos-induced injury suits brought by asbestos producers. 4%1 -cluded Raymark, Eagle-Picher Industries Inc.,jim
how to define "occurrence” under occurred In the PNS case, various producers hued by ship19. Owens-lllinois Inc., Armstrong World Industries{
comprehensive general liability The court said the district court yard workers brought third-party complaints :. Inc, Fibreboard Corp, Owens-Corning Fiberglas 'm
policies, which in turn would de- does not have to pinpoint the exact against the government for alleged neghgence m its 3 Corp, H K. Porter Co , Southern Textile Corp and
termine the event or events that date of injury but only that "injury, capacity as the employer and the owner of the ship- 9,- Celotex Corp ,
trigger the insurers' duty to defend sickness or disease” more likely -yard. P 4 |t 1**very significant decision," said Thomas
and indemnify Abex than not occurred during a period The producers also sought contributionohndeff.-- MeNaboe, a Raymark attorney with the Portland

Abex, a manufacturer of brake of coverage nity from the government because of its alleged sta-'-,s Maine, firm of Thompson, MeNaboe & Ashley. He
hnings for railroad cars, automo- "Once the court determines that tus as owner of the vessels on which the plaintiffs in i said the case pertained to a "major route" m which
biles, trucks and industrial ma- asbestos exposure causes injury at a the underlying cases worked at the time of their E companies were seeking to recover from the federa
chinery, is facing more than 200 particular time and in a particular asbestos exposure. sgovernment.
lawsuits from victims of asbestos- manner, it may be appropriate to Also, Raymark Industries Inc. and others sought --...i "Obviously, we're gratified by the decision lettin
related diseases apply these findings to all similar to recover from Bath in its capacity as an employer-t'- stand the result favorable to the United States," said

Between 1943 and 1974 Abex was cases,” the court added for alleged shipowner negligence based on the kiJ Patrick Glynn, director of the Justice Depart-
insured by policies issued by Mary- “Such an approach would avoid Longshore and Harbor Workers' Compensation Acts . ment's torts branch. "We believe the result in the 1st
land Casualty Co, Travelers Insur- the need for repetitive minitrials However, in two decisions last summer, the ap- Circuit is correct." <<

ance Co, and Liberty Mutual In- on this issue for each of the tort
surance Co, although Maryland claims against Abex "

Casualty contests that it ever pro- On the issue of duty to defend, tent with its reading of the insur- panel that decided the Keene case And, he said, both the Keene and
vided coverage the court said that under New York ance contracts, the attorneys point was wrong Abex cases "say that injury triggers
These insurers refused to defend law the insurers owed Abex a de- out On the issue of applying general coverage," with the only dispute of
or mdemnify Abex in all but one fense if the underlying tort com- In addition, the attorneys say the principles rather than state law, establishing when and how injury
asbestos case, according to court plaints "permit proof" that injuries decision is significant because "It's fair to say that Keene has lost occurred
papers occurred during policy periods or rather than just relying on general virtually all its force," he said He asserted there IS injury from
As of late last year, Abex had the complaints do not exclude the insurance principles like the rea- However, Mr Bradford said the the time of exposure through mani-
spent more than $1 5 million de- possibility of injury-in-fact during sonable expectations of the insured ultimate impact of the decision will festation and, therefore, the effect
fending and settling cases Abex the policy period or the policy's dominant purpose of depend on how the district court of the American Home decision

contends the 13 policy years at Only if the insurers establish "as indemnity that favor the policy- determines what injury-in-fact is will be to provide as much cover-

issue in the case provide approxi- a matter of law that there is no pos- holder as the Keene panel did, it and how it applies that test to un- age as Keene

mately $39 million in coverage sible factual or legal basis on which emphasizes the need to determine derlying cases "The bottom hne is that in the as-
In 1982, Abex brought a declara- the insurer might eventually be ob- the "plain meaning" of the policy Insurers and policyholders differ bestos cases, since there is no longer

tory Judgment action against the in- ligated to to indemnify" would they language, on when injury-in-fact occurs It is any question there is injury from

surers in the U S District Court of escape their duty to defend Abex, Also, rather than relying on gen- possible that the court could define exposure to manifestation, it makes

the District of Columbia, seeking the court said eral insurance principles, the deci- injury-in-fact in asbestos cases as no difference if you use Keene or

the broad coverage provided under It added that the insurers have mon follows the Eli Lilly decision multiple injuries extending from Abex verbiage,” he added

the Keene decision failed to establish that no coverage in looking to the applicable state exposure through manifestation, Mr Oshinsky added that for
In 1985, the discrict court agreed IS possible as a matter of law law Some states will not provide as which would be the equivalent of Abex Itself, the decision was very

with Abex, holding that the three "Because It IS possible for as- broad coverage as the Keene deci- Keene, some say beneficial

insurers must defend and indem- bestos-induced injuries to occur at sion and will provide less coverage Or, courts could isolate injury-m- "The overwhelming bulk of

nify Abex for asbestos claims in ac- any time following initial exposure, . to policyholders, they say fact to one policy period or a period Abex's damages are defense costs,"

cordance with the Keene ruling the tort complaints against Abex The decision should also reduce of time that is much more restric- said Mr Oshinsky "The court has

The insurers then appealed '‘permit proof' that the injury-in- the number of poheyholders that tive than from exposure through given Abex the bulk of the money
In its decision, the appellate court fact occurred during the pohcy pe- deliberately file coverage lawsuits manifestation it was seeking to recover from ItS

said it was obligated to interpret riods of all three insurers," the in the District of Columbia to take Abex attorney Mr Oshinsky, insurance carriers."

and apply the appropriate state court said advantage of the Keene decision, though, maintained there is not a He also disputed the insurer at-

law, which in this case the parties In other issues, the court also they say significant difference between the torneys' view that Keene did not

agreed was New York law. - Delayed determining whether "We're very pleased obviously," Keene and American Home Prod- address state law but only general
Citing its decision in Et Lity & Maryland Casualty had a duty to said Gerald V Weigle Jr, who rep- ucts cases when properly analyzed insurance principles -

Co. vs Home Insurance Co,the defend or indemnify Abex until resents Liberty Mutual in the liti-

court said the Keene decision was the district court determines gation "It does represent a signifi-

only relevant insofar as the appli- whether the insurer actually in- cant retrenchment from Keene A able tmini The mOSt Com Iete
cable state court would adopt it (Bl, sured Abex under the early poli- "The big question is whether It o! VfQ,U. g p ’
June 24, 1985) cies Abex has the burden of estab- kills Keene or hits Keene in the #
And It was clear, the court said, lishing the existence of the cover- head and slows it down a bit," Mr EBRIRgrachQmthgeBenent USGfU| handb00k On
that it should defer to the Ameri- age, the court said. Weigle said - — eam p I Oyee be N efits
can Home Product decisions, which - Remanded to the district court "It is a very significant opinion .
interpreted New York law but re- the issue of interpreting, according because It comes from the same available.
lected Keene as well as other cov- to New York law, provisions in the court as Keene," said Margaret H
erage theories Liberty Mutual policies known as Warner, a partner, with the Wash- Written in clear, nontechmcal language, this
Under the American Home rul- "deemer" and “other insurance’ ington firm of Carr, Goodman & 1 comprehensive study of employee benefits
ings, which involved coverage for clauses that could limit the in- Lee representing Travelers "We ,-i//4//11-pNMFall i covers everything from health insurance to
suits involving various drugs in- surer's duty to indemnify Abex are very pleased with the decision pension plans to legal services Widely
cluding the anti-miscarriage drug Last week, attorneys for insurers "It certainly appears that this 1 acclaimed as thorough, accurate and read-
DES, insurance obligations arise in the case said the decision was panel believes the injury-in-fact 1 able. Reflects recent changes in tax laws,
when "real injury" occurs during very significant and marked a re- approach comports with the lan- 1 rulings and regulations Without question
the policy period, the appellate treat from the Keene decision guage of the CGL policy rather | this is the primer on the benefits field
court said These attorneys say the ruling is than Keene," she said \ Required reading for anyone responsible for
"Thus, unlike the approach in significant because it came in an An attorney for Maryland Casu- R E*1 or affected by employee benefits
Keene, under the injury-in-fact asbestos case decided by the same alty also said the decision is very
trigger the central issue is when in- court as the Keene decision-al- significant and, because of the 1 Among topics covered: Taxatton of benefits «
Jury actually occurred Injury need though a different panel-and ap- court's reliance on state law, de- - 401(K)s + Chf’d care 'Ed:’fgtiolnIAS‘SSiSt?”fg  Health
not be manifest, but it must exist in pears to reject Keene as the trigger parts from the Keene ruling C;rznm::rﬁqr;a':f::; plano:,aES?;;z ,yDX :EZ:?;;
fact,” the ruling stated of coverage William A Bradford Jr, with the Fundamentals "/n#bnng ente,tabs annuities - IRAs - Health insurance - HMOs -
Another reason the appeals court Twice in the opinion, the appel- Washington firm of Hogan & Hart- a great success it does a clear, Group life insurance + Survivor benefits « Disability
thorough job of explaining a wide benefits » Flexible compensation « And much more

said it would follow the American late court says Keene IS inconsis- son, said the decision suggests the

Hospital plans appeal of $7.8 million award

NEW YORK-A Long Island hospital says it plans to limited use of his right arm, weakness in both legs and
appeal a $7 8 million award granted by a state Supreme periodic convulsions Please send me the following Number Total
Court Jury to a 16-year-old boy in a malpractice suit The jury awarded Mr Mann $2 million for pain and EggcgmiTals of Employee Benefit Programs,

Harvey Wachsman, the plaintiffs attorney, said suffering, $18 million for loss of earning capacity and
John Mann of Babylon, NY, was brought as an mfant $4 million for nursing and custodial care O Bill me (We willadd 20% postage &
to St John's Episcopal Hospital in Smithtown, NY,in Mr Wachsman sad he understands the hospital has handling) Npme
September 1969 after he suffered a short seizure $2 065 milhon in insurance to respond to the award, but OrANi, Atinn

Although the baby continued to have seizures over a a hospital spokesman said she had no information on CAUTOUFREE
261/2-hour period, he received virtually no treatment, coverage (wait for tonethen dial)
said Mr Wachsman She had no additional comment, citing the hospital's 327425

As a result, the attorney said, the boy has a 40 1Q, plans to appeal
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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

Pane\\st, 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: Print & 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 insurance 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: Ihe 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 employees to get involved with their
healthcare choices.

The PPO: Ihe gntry 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. The ywjdening 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.

—
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Karen B. Greenbaum

Principal

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

Gary Grom
Executive Director, Human Resources
SARA LEE CORPORATION
Panelist, Computer Communications
Case Study: Computer Communications

in conjunction with William M. Mercer-Meidinger Inc.

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

Pamela Kekich
Principal
KWASHA LI PTON
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
state-of-the-art interactive communication vehicles.

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

NCR Corporation is 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
their future retirement income.

RCA 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
to 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.
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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:

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

Pane\\st, Communicating Healthcare Alternatives:
The HMO

Eileen Nash
Director, External Communications
EQUITABLE GROUP & HEALTH INSURANCE COMPA
Panelist, Communicating Healthcare Alternatives:
The Indemnity Plan

EBC Awards Luncheon

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

Case Study Sessions

giving you the opportunity to attend all sessions.
Total Benefits Communication
Bell Atlantic 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.



ERENCE - THE BI CONFERENCE -THE Bl CONFERENCE -
hanging Environment Offers New Choices

Come to the Bl Conference ..

. listen, learn and contribute. The choice is yours!

August 4 and 5

The Marriott Marquis Hotel, New York Clty

PEAKERS -SPEAKERS-

ster O’Donnell

rector, Employee Benefits
oA CORPORATION

Panelist, Computer Communications
Case Study: Computer Communications
in conjunction with Johnson & Higgins

on Olsen

anager, Benefit Plans

-LL ATLANTIC ENTERPRISES CORPORATION
Case Study: Total Benefits Communication

ank Pirrone

ssistant Vice President

JHNSON & HIGGINS

Case Study: Computer Communications
in conjunction with RCA Corporation

eve Ramsey

ymmunications Consultant

=WITT ASSOCIATES

Case Study: Computer Communications
in conjunction with NCR Corporation

arb Zeltner

esident

-RBERT ZELTNER CONSULTING INC.
You Be The Judge

AGENDA - AGENDA

ask Force Sessions

1 an all new format, this session provides a
1alienging forum for attendees. You can select
nployer specific task force units to discuss and
valuate proposed communications problems,
1d then present your findings to all. Use the
gistration form to pre-select one of these
ymmunication issues:

- Communicate plan changes from first-dollar

~ medical coverage to co-payment with deductible.

« Improve participation in a two-year old

~401(k) program.

« Introduce a flexible employee benefits program.

» Induce part of your employee population to take

- early retirement.

« Update a long standing, but not very effective

- communications program.

« Design a communications program for top level
executives only.

h-ﬂetirement Counseling Programs:
'ew Approaches

ather than designing a pre-retirement counseling
rogram, Mr. Esteban proposes that ‘retirement
lanning education’ be presented as a “life planning™
shicle built into a company'’s total benefits package.
e suggests that employee groups be broken down

y age periods and that the design of such programs
t the specific needs of each group.

ou Be The Judge

Ir. Zeltner returns to the Bl Conference to lead
ttendees in an energetic session. He will introduce
elected audio-visual programs submitted to the EBC
ompetition, offering insight as to what other
ydustry professionals are doing in this medium.

REGISTRATION INFO - REGISTRATION INFO

The BI Conference opens Sunday, August 3, with registration check-in and a cocktail reception from 5-7pm.
Sessions begin Monday, August 4 at 8:30am. The conference adjourns Tuesday, August 5 at 3:45pm.

The cost is $625. A 10% discount is offered to additional registrants from the same company. The fee includes
sessions, workbook, and educational materials, and scheduled functions.

Payment required with registration. All registrations will be confirmed.

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

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:

Business Insurance, Communication Services Department,
220 E. 42nd St., Suite 930, New York City, NY 10017
For information call: Ann Vazquez, Registrar, at (212)210-0137.

HOTEL ACCOMMODATIONS

We have set aside a block of rooms at a special $125 room rate at the new Marriott Marquis Hotel in New York
City. These rates are available to Conference Registrants only, and will be honored until July 14.

You must mention the Business Insurance Benefits Conference when making your reservations. Hotel cards will
be included with your Conference Registration Confirmation. Or call the Marriott Marquis Hotel at (212)704-8700;
or toll free at (800)228-9290.

Awards Luncheon

A luncheon ticket is included with your Conference registration. A limited number of additional seats are available
for the EBC Awards Presentation Luncheon.

_ Tickets are $60 each, available on a first come-first serve basis; résewa!iuns required. Contact Registrar.

REGISTRATION FORM ‘REGISTRATION FORM

Please register me for the 1986 Bl Conference BI 5/26
Employee Benefit Communications:
A Changing Environment Offers New Choices

August 4 and 5 - The Marriott Marquis Hotel in New York City
Name
Title
Organization
Address :

City State Zip Phone{ )

Additional Registrant from my organization:
Name
Title

{

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

1

|

|

l

[ Payment Enclosed [ Visa [ Mastercard []American Express l
Account # Expiration Date =
Signature :
i
|
l
|
|
|
|
|
|
i
|
|
|
|
|
|
|
|
|
i

Please register me for the following Task Force Session™ (check one):
[] Communicate plan changes from first-dollar medical coverage to
co-payment with deductible.
[J Improve participation in a two-year old 401(k) program.
[ Introduce a flexible employee benefits program.
[ Induce part of your employee population to take early retirement.
(1 Update a long standing, but not very effective communications program.
[ Design a communications program for top level executives only.
*The size of each session is limited, each Task Force will be filled on a first-come, first-serve basis

b“Slness L‘ammunicarionVServices Department

220 East 42nd Street, New York, NY 10017
lnsumnce Ann Vaagquezn, Re;strar-—w (212)210-0137

[T T T T T e SRR e ———————
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Pollution exclusion

Continued from page 2

be excluded without the revised language

liability form that are similar to the exclusion J

coTherefdo,Mer Ry e]aito obtain the

much the same way that hostile fires would expanded coverage offered under the revi-

sion, an agent or pohcyholder must ask the

For example, in a case in which a farmer is insurer to endorse all existing policies with

required by government agencies to burn off the new language
crop stubble to prevent infestation, "the

"It is extremely important to make certain

farmer would be in the position of being re- that agents know this is being filed in all
quired by law to burn the crop stubble, but Jurisdictions effective June 1," he says, add-
would have no coverage in the event of any ing, "I would recommend that all agents con-

smoke damage," Mr Zarnowski says

tact their carriers and ask them to endorse all

An ISO official says ISO is engaged in on- outstanding policies with this new revision,
going discussions with the IIAA and other whether under the old liability form or the
producer groups over the issue of damages new one "
The new language revises the pollution ex-

Mr Riley notes that the revision dealing clusion to read "This exclusion does not
with hostile fires is recommended to state apply to 'bodily injury' or 'property damage
regulators by ISO whether or not the new caused by heat, smoke or fumes from a hos-
CGL forms have been approved in a given tile fire As used in this exclusion, a hostile sof up to $2,000 to IRAs

resulting from friendly fires

state This is important, he says, because fire means one Rhich becomes uncontrolla-

some insurers have included pollution exclu- ble or breaks out where It was not intended
sions in the existing comprehensive general to be "

Responses are forwarded daily.

HELP WANTED

SOFTWARE SALES
EMPLOYEE BENEFITS

Market a disability management sys-
tem to Fortune 1000 and insurance
companies Prior experience in soft-
waresales or related marketing activ-
tty required Experience in employee
benefits desirable Send resume and
salary requirements to James E Ro-
man, Senior Vice President, Thomas
L Jacobs & Associates, 230 W Mon-
roe, Suite 545, Chicago, IL 60606

BUSINESS OPPORTUNITIES

WANTED
RETAIL & WHOLESALE PRODUC-
ERS FOR NEWLY CREATED ILL
ADMITTED P&C CARRIER AND
SYNDICATE ON THE ILLINOIS IN-
SURANCE EXCHANGE LOOKING
TO ESTABLISH LONG TERM RELA-
TIONSHIPS WITH EXPERIENCED

Administration backs IRA restrictions t

WASHINGTON-The Reagan adminis- dividuals not covered under employer 4

tration says it supports a provision in the pension plans.

Senate Finance Committee's tax-overhaul Despite the administration's position,,

package that repeals most tax deductions the battle over IRAs is far from over.

for contributions to Individual Retirement Last week, senators were informally :

discussing a number of proposals to re-

7 Repeal of the IRA deduction is an im- store the IRA tax deduction when the bill
portant part of the tax package, an admin- goes to the full Senate next month.

.,Accounts.

istration spokesman said last week.

One proposal would allow tax deduc-

The Finance Committee's package tions for IRA contributions for individuals 2
fiwould reverse a provision in the Eco- covered under pension plans if they have
«nomic Recovery Tax Act of 1981 that not yet vested Another would reduce the "

allows employees covered under em- maximum IRA tax-deductible contribu-

ployer-sponsored pension plans to also ' tion for those covered by employer plans
make annual tax-deductible contributions . to $1,000

A third proposal would allow the full -
Instead, the committee would restrict tax deductions for those in the new 15%
ttax-deductible contributions to IRAs to in- tax bracket.

--the professional marketplaee

RATES AND CLOSING TIME:
Rates Display classified is $79 50 per column mch, minimum of one inch Straight
classified is $6 50 per hne. minimum of 5 hnes. Count 34 characters per line (include
each space and punctuation as a character). Additional $13 00 charge for blind box
ads Only those responses whichfu into a business size envelope will be forwarded

SMALL

TPA
FOR SALE
OR
MERGER

S.E. MICHIGAN

Write Box 2000. Business Insurance
740 Rush St. Chicago. IL 60611

EMPLOYEE BENEFIT
COMMUNICATIONS
PROJECT ANALYST

Leading benefit consulting firm with office

AGENCIES WILL BE OPERA- kcated in downtown Chlc%go seeks dy

AL BY 6-1-8 CALL name intelligent Indivi

MR STEEB AT 312 655 9260 FOR
MARKETANALYSIS

RISK MANAGEMENT
ANALYST

Immediate opening State of Oregon
Department of General Services in Sa-
lem $1993-$2528 month plus fringe
benefits Applicants must have three
years experience performing Risk
Management activities including loss
prevention and excellent communica-
lion 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

Business Insurance
Circulation Breakdown™

Commercial Consumers
Administrative
CEO s presidents and owners 2,983
Vice-presidents general managers
and other administrative personnel
2758
Financial
Chief financial officers and vice-pres,-
dents of finance 2018
Secretaries treasurers controllers
and other financial personnel 6,484
Risk/employee benefits
Vice-presidents directors managers
and other related department person-
nel of Insurance risk employeebene-
fits personnel compensation pen-
sion safety, security Industrial rela-

lions, human resources and employee/

labor relations 8111
Sub-total 22,354
Associations 483

Government, unions and educational
institutions 1252
Commercial Consumers
Sub-total 24,089
Insurance agents and brokers 10285
Insurance companies 6739
Financial institutions 748

Actuarles, attorneys adjusters ap-

pralsers and consultants 3,808
Others allied to the field 1308
TOTAL 46,977

Source Buslness/Occupational
breakdown of qualified circulation
Nov 25 1985 issue, as submitted to
BPA for December 1985 BPA Publish-

er's Statement

ual to ,repare

computerized employee benefits state
ments for nationwide chents Desirable

position offers excellent salary and stimu
lating work environment

Requirementsinclude inting skill mathe
maticaltalent andabilitytoconductchent
meetings Ideal candidate understands
corporate employee benefit plans espe
cially retirement and programs in FOR-
TAAN PC knowledge a plus

Please send resume and salary require

ments to

Box 2050 Business Insurance
740 Rush Street Chicago, IL 60611
Equal Opportunity Employer M/F

Manager,
Risk

Management

AMTRAK. the nation's pas-
senger rail service, Is looking
to hire a Risk Manager to
assume responsibility for the
property/casualty function
Your responsibilities will in-
clude determining and im-
plementing an overall risk
management strategy to
Include risk analysis. con-
tract review, and purchased

insurance

Candidates must have a col-
lege degree with 5 years
broad-based, risk manage-
ment experience, preferably
with an ARM/CPCU des,g-
nation. and supervisory ex-
perience Polished commu-

nication and interpersonal
skills are a must

AMTRAK offers competitive
starting salaries and a full
benefits package For con-
sideration please submit
your resume and salary re-
quirements to AMTRAK
Human Resources. Dept.
SD. 400 N. Capitol St.. NW.
Washington. DC 20001.

An Equal Opportunity Employer

Sra,ing 'h. Amtrak

COMMERCIAL LINES

ACCOUNT EXECUTIVE
FY stintous Westcl,st,i ai fa:flield County dents offer
gowli opoottinit,8 tor *ess,onals with stiong tehnical
ability
For further discussion regardmg thEseandothet fine agency
ant! comitanv positions contact the insuranct stalling spe
clatists at 914112 1048

CAROLYN DAVIS ASSOCIATES INC
701 Westchester Avenue-Suite 308 W
White Plains NY 10604

RISK MANAGER/HUMAN
RESOURCE ADMINISTRATOR

Duttes/Responsibilities include super-
V1Sory loss control safety programs
health benefit administration risk
identification/control operating with-
in a regional insurance pool re-
cruitment selection labor relations
performanceappraisals classification
compensation ard Iringe benefit ad

ministration

-

Closing Published every Monday Copy must be m typewritten form by noor
fuesday, 6 days preceding publishing date. No verbal phone copy accepted
Prepayment required Mail ads to Margaret Hikido, Classified Advertising, 740 N
Rush St, Chicago, | L 60611 For more mformation call 312-649-5340

Bl Classifieds
assure

top quality
results!

For a

Concise

Logical
Approach
Risk

Management

HARVARO AIMES GROUP

Executive Search

Risk Management, Benefits and
Insurance Professionals

TPA SALES MANAGER

Health care benefits TPA seeks experi-
enced person to manage group inst.r-
ance and administrative services sales

in Central Texas Ideal forearly reliree

6 Holcomb St PO Box 16006 Reply to

West Haven, CT 06516
(203) 933-1976

RISK MANAGER
SOUTH TOWNS AGENCY FOR
RISK MANAGEMENT ISTARM)

Responsible for administering a
workercompensation properly and 11-
ability self-insurance pool for 15 mu

nicipanties in Chicago s Southern
Suburbs Develops programs to re-
duce financial loss recommends dis-
position of all claims coordinates
safety programs and recommends
purchase ofallexcess insurance Mini-
mum qualifications includes degree in

Box 1962, Business Insurance
740 Rush St.. Chicago, 11 60611

VERMONT

Vermont s leading insurance agency
seeking 4 commercial property cas-
ualty producers with a minimum 3-5
years experience for our offices lo-
cated In Burlington While River Jct-
Hanover area, Brattleboro-Keene area
and Killinglon

If you are self-motivated and looking tc
join a highly professional growinc
agency then this ts an excellent oppor
tunity for you

Bachelor degree required (prefer em-
phasts in Risk Management/Person-
nel) advanced degree preferred

Recruiting

Send resumes to Director of Finance

Village of Villa Park
20 S Ardmore Avenue

1. (61C

*ssociates, Inc

170 Broadway

New York, NY 10038
212) 227-8000

Villa Park, IL 60181
Deadline 6/23/86

Equal Opportunity Employer M/F/H

REINSURANCE PERSONNEL

A rapidly growing specialty reinsurance broker requires the follow-
ing personnel for its Connecticut office

Manager, Treaty Contracts
Ind,vidual will be responsible for processing and control of all
treaty documentation in the company The individual will be re-
quired to work with brokers in the preparation of contracts and
other documentation and to oversee and control the processing
todealwithclients reinsurers andbrokers Th,sisasenlorposi-
tion and experience is essential
Claims Manager
The individual will have at least two years claims experience in
thereinsurarcearea Experience witha broker is preferred and a
working knowledge of reinsurance accounting is a plus
Reinsurance Accounting
We are look ng for a number of experienced reinsurance ac-
countants Knowledge of treaty accounts preferred
Salary will be commensurate with experience and background We
are looking for Intelligent and motivated Individuals who will fit In a
growing and dyramic company Please respond to
Box 2051, Business Insurance
740 Rush St . Chicago, IL 60611

City of Corpus Christi
Director of Safety and Risk Management

Excellent careeropportunity as Directorof Risk Managemenland Safetyto plan
cdirect and coordinate risk and insurance programs to controlrisk liabilityand

losses Responsibilities include development and implementation of accident
prevention and loss control measures throughout the divisions and depart-

ments coordination of claims management systems prepares and interprets

statistical data related to retrospective rated Casualties exposure factors occu-

pational llinesses and accidents

Minimum qualifications Bachelors degree in Business or Public Administra

lion Finance Economics and/or Risk Management Occupational Safely or
other related field with course work in safety training insurance and risk man-
agement and fiveyears of progress,vely responsible experience indirect super-
vision and coordination of a comprehensive risk management and loss control
program fora similar s,zed organization or anyequivalent combination of edu-

cationandexper,ence Additionalexper,encewithorknowledgeof cla,msman

agement systems accident prevention programs is required and experience
with self-1 unded or sel f Insured programs Is preferred Certification as an Asso-
clate in Risk Management (AAM) and/or Properly Casualty Underwriter des,r-

able

Salary range 536 500 10 $52 000 annually
Please submit resume by June 30 1986 m person al 110 N Shorehne or mail to
City Manager
City of Corpus Christi
P O Box 4992

Corpus Christi, Texas 78469-4992

Equal Employnent Opportunity/Affirmative Action Employer/M/F/H

Business Administration or Public Ad-
ministration with a masters degree pre-
lerred Send resume by June 15 1986
to E S Ruyle Executive Director
South Suburban Mayors and Manag

ers Association 1154 Ridge Road
Suite 10C Hornewood IL 60430

Send resume in confidence to

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

AUTLAND, VERMONT 05701

RISK MANAGER

The City of Aust n has an exceptionalopportunity available fora Risk
Manager Theexperienced professional willdevelopand manage the
City s Risk Management Program through effective budgeting/ad-
minist ation of worker s compensation funds insurance procure-
ment risk analysts and loss control

Minimum qualifications include a Bachelors degree in Business,
Public Administration or Risk Management plus five (5) years ex-
perience In the field of Risk Management with a minimum of two
years experience in a supervisory capacity

In addition to providing traditional municipal services (police fire,
parks waterand sewer sanitation,etc ),the Cityof Austinownsand
operates a large electric utility system. the largest hospital in the
City a major airport and provides other non-traditional services
The City of Austin offers a very liberal benefit package The salary is
commensurate with qualifications

Interested candidates please submit resumes by June 27, 1986 to
City of Austin Human Resources Department
Attn Job Order #86-5-16H
P O Box 1088
Austin, Texas 78767

An Equal Opportunity Employer
M/FE/H

Greyhound Leasing & Financial Corporation is seeking a
highl motivated professional for the followng position

SR INSURANCE ANALYST

Successful candidate will analyze and monitor customer
Insurance for our 1 billion dollar commercial equipment
portfolio This individual will be responsible for assessing
insurance exposures and negotiating contract insurance
provisions

To apply for this position you must have 5 years general in-
surance background with aviation and/or ocean marneex

perience Knowledge of asset based financing and/or risk
management would be a plus This Is an excellent opportu-
nity to immediately undertake major responsibilities in an
environment thatencourages personal growth and satisfac-

tion

if interested please send your confidential resume and
salary history to

Executive Director-Human Resources
Greyhound Leasing & Financial Corporation
Greyhound Tower-Station 1050
Phoenix, Arizona 85077

e o e m/f



Prod uct ||ab| | |ty the panel to begin voting on a prod- "It really isn't sufficient for the of a parent, child or spouse, perma- ment of federal product liability

uct hability bill on June 3 attorney general to leave before nent disfigurement, permanent loss legislation, said his group agreed
Continued frompage | But some committee members answering questions It gives the of a limb or organ, or serious and with a settlement approach, but
better than giving junes the "un- say more time is needed to study impression that he is ducking ques- permanent impairment of a bodily thought the Danforth proposal was
fettered" right to set the amount the issue before voting begins tions," complained Mr Riegle, add- function too harsh on manufacturers
However, Mr Ford questioned "It is obvious that the committee ing that he didn't find Mr Meese's If the plaintiff rejected the settle- "The penalties set forth in S 1999
whether this is time for the federal hasn't had time to review the bills," explanation for an early departure ment offer and sued, the plaintiffs (the Danforth bill) are virtually
government to intervene and pass said Sen Donald Riegle, D-Mich, -a tight schedule-satisfactory maximum recovery would be eco- tantamount to settle in almost
federal product hability legislation referring to the administration pro- And Mr Rockefeller seemed nomic losses, plus up to $250,000 in every case They are so severe that
to pre-empt state statutes and case posal and legislation, S 1999, intro- angry that Mr Meese had not re- dignitary losses it diminishes the power to make an
law duced by Mr Danforth that would sponded to a one-page letter he Manufacturers testifying at the objective Judgment about whether

Supporters of federal legislation give manufacturers and consumers wrote several weeks ago asking if hearing did not go into much depth a claim is worthwhile or not," Mr
"are saying, 'Government, fix it financial incentives to settle prod- there was anything the Justice De- on their views on the Danforth Schwartz said in his written state-
I the liability system) ' I'm saying, uct liability claims before they go to partment could do about the can- "expedited settlement system,” but ment

'Government, stay out," " the sena- trial (Bl, May 19) cellation of West Virginia profes- they seemed a bit cool Meanwhile, Mr Gorton, as ex-
-or said Mr Riegle noted that the full sional liability insurance policies by Martin Connor, Washington cor- pected, introduced his own federal
Sen Ernest Hollings, D-S C , Senate also is slated on June 3 to several major insurers (Bl, May 19) porate counsel for General Electric product liability measure last week
compared the drive to pass federal take up the tax-overhaul legislation Mr Willard said he didn't know Co, who testified on behalf of the as an amendment to Mr Danforth's
product liability legislation with a recently passed by the Finance why Mr Rockefeller's letter had National Assn of Manufacturers, legislation
"lynch party" and said he was sur- Committee, and that a built-in time not been answered, but would see said NAM still was studying the Aside from establishing a com-
prised to see Reagan administration conflict should be avoided by de- to it that the Justice Department settlement provision, but it ap- plex settlement mechanism, the
officials, who favor reducing the laying a vote on product liability responds peared to be complex Gorton proposal would give capital
role of the federal government and legislation But there also were develop- "We'd like to see it simpler,” Mr goods manufactuers more protec-
give more power to the states, lead But backers of federal product 11- ments at the hearing encouraging Connor said tion from product liability suits in
such an effort ability legislation say if there are to those who want to see product Victor Schwartz, counsel for The cases in which the product was
If there is a problem with the ha- more delays at the committee level, liability legislation approved Product Liability Alliance, a Wash- more than 25 years old, while con-
Dility system, then those problems there won't be time to pass a bill Consumer groups, which histor- ington-based business-backed lob- sumer-type goods would be pre-
should be resolved at the state this year ically had attacked all federal prod- bying group that IS seeking enact- sumed safe after 12 years
level, Mr Hollings said "Stalling could be fatal to a bill's uct hability legislation, supported a
Some committee members said chances,” said Sen Larry Pressler, provision in the Danforth bill that
flatly that the administration's R-S D gives plaintiffs and manufacturers
product hability bill, which has AnNnd if the Commerce Committee incentives to settle product liability
oeen warmly received in business and full Senate don't pass a bill this suits before trial
and insurance circles (BIl, April 28), year, the strong reform momentum Gene Kimmelman, legislative

-
cannot pass in its current form developed in the business commu- director of the Consumer Federa- BAS I C ‘ I AI M S

"The chances that the adminis- nity could erode, endangering tion of America in Washington,
tration bill-or anything like it- whatever chance Congress would said the alternative in the Danforth

can pass is, to say the least, re- act next year, observers believe bill to htigation was a major step
mote,"” Mr Gorton said But for now, the most immediate forward and could lead to faster

The only kind of product liability problem faced by employers that settlements ROC E S S I N G SYST E M
bill that Congress will pass is one favor enactment of federal product Under that provision, which

that retains justice, but "justice” is liability legislation is that the ad- would be an alternative to tradi-
absent in the administration's bill, ministration and Commerce Com- tional litigation, a plaintiff could

Mr Gorton said mittee members seem to be at log- offer to settle a claim by asking a

"A bill must be balanced between gerheads on the shape of reform manufacturer to pay economic
consumers' and manufacturers' legislation losses and up to $250,000 in pain
rrights The administration’'s bill Aside from attacking the admin- and suffering damages for severe

fails that test,” added Sen John D istration's proposal as one-sided, and permanent injuries
Rockefeller, D-W Va committee members appeared If a manufacturer agreed to pay

ANnd, Mr Rockefeller said legis- angry that Attorney General Meese the claim, but disputed the amount,
lators need more statistics before only read a prepared statement and the claim would go into binding ar-
they can decide on the best ap- had time to answer only one ques- bitration

proach to solving the hability prob- tion as the television cameras were And, if the manufacturer ignored
lern rolling the settlement offer and the plain-

As a result, Mr Rockefeller, Responding to Committee Chair- tiff sued and won, the manufac-
along with Sen Paul Simon, D-Ill, man Danforth's question on turer would have to pay awarded

and Rep Charles Schumer, D-N Y, whether the administration's prod- damages, plus a 25% penalty and
introduced legislation last week to uct hability legislation was handed interest payments starting from the
require property/casualty insurers down on tablets of stone, Mr Meese time the claim was filed

to turn over detailed underwriting said "They have a habit of break- On the other hand, a manufac-
and claims information to the ing,"” adding that he hoped the ad- turer could offer to settle a claim by
Commerce Department (see story, mmistration's bill was a significant paying for a plaintiff's economic INTRODUCES
page 2) contribution losses, like uncovered medical bills,
Congressional staffers say that And with that brief response, Mr and any "dignitary losses " Digni- AN ALTERNATIVE..

Commerce Committee Chairman Meese left, leaving his aide, Mr tary losses are defined as mental
John Danforth, R-Mo, would like Willard, to field questions anguish associated with the death

Insurer disclosures .
BCPS may be the most cost effective

Continued from page 2 By Sept 30, the Commerce Department would issue a
we are going This is not an unreasonable request," report summarizing the statistical information reported CLAIMS ADMINISTRATION SYSTEM
added Sen Paul Simon, D-111 by the property/casualty insurers That report, which

In their effort to get more facts and information, Rep would be available to the public, would Include

Schumer, Sen Simon and Sen John D Rockefeller IV, « A compilation of the data reported, broken down available Designed for ease of installation and ImmedI-
D-W Va, last week Introduced comprehensive legisla- for each class of business within each state .
ate productvity, BCPS offers

tion-entitled the Insurance Forecasting Act-to re- = An analysis of any differences among states or
quire licensed property/casualty insurers to file annual among insurance companies in coverage of similar
financial reports with the Commerce Department on classes of business e On-Line F’rocessing & File Maintenance
claims, settlements, expenses and premium income for = An analysis of any relationship between claims - Referrals & Preadmission Certification
individual lines of coverage they write in every state paid and changes in premiums and coverage limits
Information in insurers' annual reports, which would Rep Schumer said that without the kind of detailed * Multi-Tiered Automatic PriCing
have to be filed by March 31, would include information he and the other congressmen are seeking, * User Maintained Benefit File
= Total amount of premiums written and earned "We would be forced to legislate m the dark Maybe the . . . .
* Total number of "units of exposure" such as the (number) of tort cases has expanded Is joint and sev- * On-Line AdJUStmentS with Void/Refund
number of children in covered day-care centers eral liability a problem? We don't know," he said » Automated Correspondence Generation
» Highest and lowest premium per risk in a line of Insurers said they understand why Congress wants « Growth for Future Capacity Needs
coverage more claims information to determine if the legal sys-

* Multi-Level Security with Audit Trail

= Total amount of claims paid, including those made tem is to blame, but they questioned if a new reporting

in out-of-court settlements system will provide answers * Processing/Management/Ad Hoc Reporting
* For in-court Judgments, payments for pain and Leslie Cheek lll, vp-federal affairs in the Washing- - 1099 Reporting
suffering, economic losses and punitive damages ton office of Crum & Forster, noted that the reports
= Total amount of administrative expenses would not provide a full or accurate picture of trends X i i
- Total amount of reserves "The reports only deal with insured exposures, leav- For more information on BCPS, please write or call our
- Total legal costs ing out major self-insurers, who, in the distress hnes, Marketing Director

In addition, insurers would have to report the per- probably have a significant portion of the expenses and
centage of policies canceled or not renewed They also losses," Mr Cheek said
would have to list classes of businesses in which premi- As a result, data obtained via the reports would be
ums rose by more than 25%, dropped by 15% and where highly unrepresentative since it would leave out the
coverage limits increased by 25% or decreased by 15% experience of virtually all of the nation's largest enter-
Insurers also would have to report total investment prises, he said
income and the percentage of investment income In addition, Mr Cheek said the Commerce Depart- SYNERGY HEALTH SYSTEMS, INC
earned by commercial operations ment lacks the resources to analyze the thousands of 16775 ADDISON ROAD
These financial reports filed by insurers would have reports that would come flooding into the department
to be certified by an Independent public accountant Steve Broadie, counsel for the Alliance of American SUITE 201

Insurers that refused to file reports with the Commerce Insurers in Washington, said the legislation is unneces-

DALLAS, TX 75248
Department could be fined up to $300,000 sary since states are moving ahead to obtain more /

However, the commerce secretary would have the claims and underwriting information from insurers (214) 248-6241

authority to exempt an insurer from reporting if it And, Mr Broadie expressed concern that the finan-
were determined that compiling such a report would cial reporting could be the first step toward federal reg-
impose an unreasonable burden on the company ulation of the property/casualty industry -
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ISO proposal filing any policy amendments on assumed by the insurer to the poll-
defense costs until at least Feb 15, cyholder," he said

Continued from page 1 but that It fully intended to file its "There is nothing morally wrong Continued from page 2

program proposed earlier this year, amendments so that insurers could with the carrier's understandable = To notify those workers of these risks and to encourage them to ente-
but "an effective defense cost con- begin using them by July 1 desire to put a cap on its defense a medical surveillance program

tainment program" the 1ISO spokes- At the first meeting of the NAIC obligations, but please don't shroud - To prevent the onset of the diseases or to reduce their intensity
woman said task force created to sti.dy the these pecuniary desires in a noble The bill authorizes a $25 million appropriation for the program each

However, she was unable to say issue, however, the commissioners public policy objective," Mr Har- year for 1987 and 1988, but is silent on future appropriations
what kind of program ISO is com- appeared unwilling to approve the kavy said "I find it difficult to believe that anyone can oppose the concepts embo-
mitted to, explaining it depends on proposal, primarily because policy- Noting that RIMS "reluctantly died in H R 1309 And, since there IS nothing in place now that provides
comments from the task force holders can't control defense costs decided to no longer oppose the ap- for those purposes, | cannot understand how anyone can oppose this bill,

However, she conceded that no (BIl, Feb 17) proval of the claims-made CGL Mr Gaydos said
And, earlier this month, the Tort based on the industry's prior prom- However, employers and insurers believe the bill duplicates severa
will be made by the original July 1 & Insurance Practice Section of the ises of insurance availability or af- other federal efforts, most notably provisions scheduled to take effect Maj
target date American Bar Assn sent a resolu- fordability," Mr Harkavy asked, 25 under the Occupational Safety and Health Administration hazard com

At least one other task force tion to the task force opposing ISO's "Doesn't It make more sense to see munication standard adopted in 1983
member, Nevada Insurance Com- change in defense cost coverage if the past round of CGL modifica- By May 25, employers were required to develop a written employee
missioner David Gates, says ISO That group had been stud>ing the tions fulfill the promises made to hazard communication program that included provisions for container la
should drop the defense cost pro- issue since October 1985 (BI. Dec 9, obtain their approval before fur- beling, material safety data sheets and an employee training program
posal 1985) ther coverage restrictions are That written program must contain a list of the hazardous chemicals ir

“My personal opinion is that ISO The resolution states that the granted?" each area of the workplace and the means by which the employer wil 1
can't do anything to improve it- proposals, if adopted, could result If, however, insurers insist on in- Inform employees of the hazards in the workplace (Bl, Sept 30,1985)
they should give it up," Mr Gates in cluding some portion of defense "We felt the OSHA hazard communication standard IS going to provid€
said * The clear potential of impair- costs within primary policy limits, an instructive mechanism for employees," said Elizabeth Ramsey, NAM's

That message also was infor- ing the Indemnity limits of policies Mr Harkavy warned it would be associate director of loss prevention and control
mally conveyed to ISO by regula- for the payment of claims tantamount to "rolling the dice " NAM is in favor of notifying workers of hazards, but we feel this bill 1:
tors in the past few months, he - Unmanageable conflict of in- "In return for a cap on defense redundant and unnecessary," she said, noting that OSHA and several other
said terest questions for the legal pro- costs, which will be triggered in federal agencies already are charged with protecting employees

Regulators have told ISO that the fession in defending policyholders just a small percentage of cases, the Employer groups also say that some of the provisions in the bill ar€
recent changes in CGL coverage- and prosecuting claims insurer may very well have invo- difficult to prove from a scientific and medical point of view
including a new claims-made form - An adverse impact on the ad- luntarily delegated complete con- For instance, the bill requires that the secretary of health and human.
and a new occurrence form-are so versary Judicial system by re- trol of the litigation to the policy- services identify "populations at risk"” and notify employees within those
major it should back off from the stricting or eliminating a citizen's holder," Mr Harkavy said populations
defense cost proposal, Mr Gates right, regardless of economic cir- Policyholders, then, would use It defines populations at risk as an employee population facing hazard-
said cumstance, to contest claims made this control to their best advantage, ous occupational exposures within which an associated disease occurs at :

The task force has been meeting against him through a liability in- which would not necessarily be in rate 30% greater than a comparable but unexposed population
since February In the meantime, surance mechanism the best interests of the insurer, he "That's almost a meaningless figure in terms of epidemiology,” Mr
several organizations have offi- - Increased excess exposures for warned Krebs said, citing testimony presented since the bill was introduced in
cially opposed any change m cover- policyholders and potential bad For example, a policyholder February 1985
age for defense costs, including a faith and punitive damage claims could resist spending money on de- Employers also point to another provision that they believe will lead tc
section of the American Bar Assn against insurers and defense coun- fense early in the policy year until lawsuits and additional workers compensation claims

And, Just last week, the Risk & sel Under that provision "If, following a determination by the secretary of
Insurance Management Society is- « A chilling impact upon the the policy covers are more certain health and human services, it is medically determined by the employee’.
sued its most forceful blast yet tort liability system by the subtle "The insurer, on the other hand, personal physician in consultation with the employer and ItS medical rep-
against any change in coverage for transformation of the liability in- may wish to apply defense re- resentative, that the employee should be transferred to a less hazardous or
defense costs, in the form of a surance mechanism into a no-fault sources early with the hope that non-exposed Job, the employee shall maintam the earnings, semority and
strong speech by its general coun- result doing so will permit it to resolve other employment benefits as though the employee had not been trans-
sel Meanwhile, RIMS, which had cases earlier and thus reduce its ferred from the former)ob "

ISO first said in June 1985 that it raised objections to ISO's proposal own overhead," he said The bill "is likely to trigger a large number of claims under workers
would file to amend CGL forms to in the past, last week came out with And, if at the end of the year, compensation it all ties into the insurance liability issue and is almost an
charge all defense costs against pol- its strongest statement to date on the policyholder has only a few invitation to a lawsuit," Mr Krebs said
ley limits because of the rising cost altering coverage for defense costs smaller claims outstanding, "lroni-
of defense The cost of defending

Hazardous substance bill

changes in defense cost coverage

the nature and number of claims

Employers also criticize what they consider the excessive cost of imple-
While predicting earlier last cally, considering ISO's defense menting the bill
suits had risen 140% between 1978 week that ISO's defense cost pro- cost containment argument, you The bill also would provide for a system of preventing "hazardous" dis-
and 1984, ISO said, to about one posal would not be accepted by may have a policyholder willing to eases by encouraging notified employees to enter into a program of health
third of indemnity losses ISO state regulators if it were filed, litigate the heck out of Claim which testing, evaluation and medical surveillance The program's cost would be
called its proposal a "defense cost RIMS nonetheless launched a "pre- should be settled " borne by employers that believe it will increase insurance premiums
containment" program (Bl, May 20, emptive strike" last week in an ef- Conversely, Mr Harkavy Initially, when the bill was introduced, employers and Insurers thought
1985, July 1, 1985) fort to kill the proposal pointed out, if the policyholder it would get little or no attention However, there now IS considerable;
But, confronted with objections RIMS director of governmental faced numerous claims at the end momentum on the proposal, notes David M Farmer, vp with the Alliance
from insurance buyers and insur- affairs and general counsel, Jon of the year, only a few of which of American Insurers in Washington
ance regulators, ISO in December Harkavy, delivered a caustic attack could exceed a single occurrence Meanwhile, organized labor is counting on the bill's adoption, based on
said it had revised its plans and on the proposal in remarcs to a limit but collectively would not ex- the growing awareness of toxic health threats in the workplace
would seek a primary CGL policy group of insurance company legal ceed the policy's aggregate limit, "If someone is at high risk, they ought to be told about tt In most cases,
amendment allowing insurers to officers meeting in Washington "the insured is going to want to use the government and employer knows about It, but not the employee," said
charge against the policy limit de- "l don't believe the proposal ItS defence dollars where it will do Brian Turner, executive assistant to the president of the AFL-CIO's indus-
fense costs that exceeded 50% of the would be approved if filed, but | am the most good This would be for trial union department
policy's aggregate limit delivering this speech as a preemp- those cases involving a potential
ISO also said it would file en- tive strike to put the nail in the cof- Judgment in excess of the occur-
dorsements that would allow insur- fin," Mr Harkavy told Bl last renee limit, which the policyholder
ers to either include all defense Wednesday before addressing the would be responsible for The in-
costs within the aggregate policy American Insurance Assn Legal sured may very well be willing to
limit or provide coverage for de- Officers' Symposium on Thursday abandon the defense of other
fense costs up to 300% of the aggre- In his remarks, a copy of which claims which were within the oc-
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ACTUARIAL & RISK ENVIRONMENTAL CLAIM AUDITS

gate policy limit (Bl, Dec 16, 1985, was given in advance to Business currence limits if it thought collee-
Dee 23, 1985) Insurance, Mr Harkavy charged tive litigation costs could exceed
In response, the NAIC passed a that ISO had adopted "a legal cost 50% of the aggregate limit "
resolution at its December meeting containment euphemism"” to sell its
advising states against approving proposal d.cted that plaintiffs' attorneys,
the defense cost proposal until the "Let's recognize defense within realizing that defense costs might
NAIC had time to study the issue limits for what it Is-the continued deplete the available insurance
and formed its task force attempt by the carrier community coverage to pay awards or settle-
ISO then then said it would delay to shift potential liability formerly ments, could interject themselves
in the debate

Furthermore, Mr Harkavy pre-

"The carrier will be presented as

I n S u re rS fo rm I n g I I n e SI I p frittering away hundreds of thou-

sands in defense costs rather than
HARTFORD, Conn -Five insurers last week announced the formation indemnifying the poor plaintiff,"

of the American Excess Insurance Assn, a line slip that is expected to he said

provide excess hability insurance with hmits of $75 million excess of at

least $25 million

Mr Harkavy predicted that "true
reduction in litigation expenses

The five insurers-Aetna Life & Casualty Co, Chubb Group, CIGNA will result only from civil Justice
Corp, Crum & Forster Inc and Travelers Insurance Co -have agreed to reform and the development of al-
provide a total of about $40 million in capacity on a quota-share basis, ternative dispute resolution mecha-
sources say nisms "

Additional U S insurers are expected to make up the $35 million differ- But, even if ISO withdraws ItS
ence, according to John Sinnott, executive vp of Marsh & MelLennan Inc , defense cost proposal now, the issue
which organized the slip with Johnson & Higgins will remain under study by the
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Applications for coverage Will not be available until the association re- NAIC, said lllinois Insurance ployer sponsored healthcare

ceives necessary regulatory clearances, according to an Aetna spokesman Director Mr VWashburn
American Excess Insurance Assn will operate separately from X L In-
surance Co, which is expected to offer its own limit of $75 million excess of money has gone up and we want to

$25 million take a look at It,"” Mr Washburn

"There's no doubt that the

plans with new cost contain-
ment section Send $35

check to Corporate Health

M&M, which helped organize XL, said m March that XL might be said, observing that more dollars Magazine, 333 E State, Ste

used to support the line slip (Bl, March 17)
Policies written by the line slip will be on a claims-made form, and could be paid to plaintiffs
extended tail coverage will be available for an additional premium, the
Aetna spokesman said anything, or should do anything
The line slip will not write directors and officers liability coverage, the about it, but it'S a serious cost and
Aetna spokesman said . we should look at it," he said

“T'm not sure the NAIC can do

are being spent on defense that 206, Rockford, IL 61104
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Dyna Span opposition

the incorrectly transcribed letter of Feb 24, 1986, has been

Continued from page 1 State regulators 'detest the federal used as evidence of Dyna Span's authorization to act as an
sation, by purchasing insurance as a group or forming an in- law coming into their private sanctum. 1 [nsurer i (e Siate ot De/aare, The use of that letier for
;ﬂg%?fifg&npeﬁpoyn}%g?glég%',;{:gﬁs Such groups would be think it's a conspiracy to fight the Mr Johnson replied in a letter dated March 13 that he un-
_ The provisions of the bill, however, are now under negotia- federal act more than Dyna Span,’ \c/jveorjtggd t?(?vg“titsli(:s’:rzsrucwggelrt\ tg T::%C’g;ysthgamﬂfcwh::
tion with insurance commissioners who are concerned they Mr. Johnson contends. oy roupppand that he explained thie to pec))/ple V\E)ith vehom o
lack enough authority to properly regulate the groups In the Ing group and that
\'j;?eag:’m,v?a’ytqg)b'” has not been scheduled for a full Senate - However, Mr Johnson attached the Feb 24 letter to an-
. . . . . ) other letter he wrote to Mjchigan Insur ommissioner
The current ent t applies only to product lia- ing to Messrs Johnson and Sanders They would not identify HRIyan I\ Coleman on Feb 3810 protest Michigans cease.
bility Hi t tat
’ . . stale . ) and-desist order against Dyna Span . .
.Jhe 1981 law provides for the formation of two types of Mr Sanders also said New En%land International has made Mr Johnson conceded that he never explained the mistake
9 A . k t t, . h . t, l t, . formal applbcatlon,to Ee Ilcl?tnsﬁ as an IBsurer In’Panama, to MrlC;oIetnfan, but said that he C1Idt not think he WOUIt()il have
* A ISK retention. grou ICN IS essentially a captive In- moweyer, bamaris roga errera, ama.s superinten- [0 expiajn It to an iInsurance reguiator wno presumabnly un-
surance compan rhgdt WRIS\{VBG cha ere(por \lz‘enseg as an (rtlan\‘voylnéurance and |%|nsyurance, saldaﬂewqingla%dnlnger- erst ocﬂhe ac? g P y

insurer jn at least one. stgte A group may also h ve b en natiorllalj|§ notlhcensed as an insurer or reinsurer and has not On April 1, however, Ms Mulholland wrote to Mr Johnson,
Icensed as an Insurer in bermuga o e Cayman Islands be- applied 1or a license cinding the Delaware de anmeral‘sreCﬂgtniti nofl?ﬁna
ering 1tto inue

r 1 I it also meets the capitalization Jaime Padilla-Gonzaldz and Hendrik Rienstra, two execu- Span as & purcnasing group and or Iscon
Xe%‘ﬁrg%r‘l”ts L$§§F9§’§t Sh9azd P tives of New England_International, visited Ms Herrera about pr%moting itself as hagirgg that recognition

* A purchasing group, def%ned sa Pargm?ythat has Pes{eoye of fwo months a%o to f|nd out g\fhat St%ﬁ)ﬁ gtr%g ﬁ/lom angr\év%uljl?(!\(/)lr Feaman, Dgna Span’s Iawa/er, r}oted %hat_the federal a%}

it product | or comp need to take to become licensed, accor s Herr es not require state recognition of purchasing groups an
ggﬁ%%&%ﬁihgﬁai tji{ action against Dyna Span and its t%t;gaﬁ%sa%%ggs not heard from anyone at New England In- that Delaware's action has n% legal effect 99

- ; el . While maintaining that Dyna Span has always presented
agents charge that It has acted as a risk retention group with Mr Johnson, Mr Sanders and Dyna Span's lawyer, Mr itself as a purchasing group and has acted within the bounds

out meeting the requirements of the federal law Feaman, also say New England |nternational is in the process of the act, Mr Feaman confirmed Dyna Span has revised cer-
i §hanks for th P Nt lect the
Dé/na Span, howevgr argues that it is oPeratmrg [I\?(gz"% asao?est lishing tfust accoéJ ts at U S banks ?{t e é)anlmen 0 tﬁm aspects of Its program "to miore %Iearlél reflect the fact
urcéhasing group and thatboth 1t and its insurer; -ng- claims The thrée men would not provide any details, how- that they are a purchasin QFOLép under the act
and Interna |ona&wﬂ|fch it unrelated 5) New Er}galand Rein- ever concerning where Hwe accounts are being opened or how Dyna Span no longer retains $4,000 per occurrence on each
ﬁg?r;?;e I%rgdlgtiog ord Insurance Group unitare exempt mudhlls belngD epoglte b . t poIicI:y, agcgrdipg|to|Mtr Jghgston’vého e)t(ﬁlaineti tr%at thisbwas’
D?sna Span has asked the Florida department for a hearing staésqﬁggnavgqgke%agcﬁgrlwn;%acl)ns?iF é%%rr%eatﬂg?iPﬁ%%pécpe%sclee}/a%ee vctibie fnfended fo reduce the cost of members

on.the administrative.complaint and has asked.same of the as a risk retention group without being licensed in at least one In addition, policies issued through Dyna Span now bear

the name of New England Internati I, which covers 100%
"If there are areas of state law that the%think are not pre- In an interview in Februarg, Hal Beasley, an analyst with of each _rfgﬂ]over'\{ﬁe members' deductibies, i Joimson sa
empted, we will be glad to sit down and work with them," the Florida department, noted that Dyna Span kept a $4,000 Despite these changes, though, some insurance regulators
s?|d Peter M Feaman, an attorney with the Bogca Raéon firm retentjon on each policy it issued over and above easch mem- stil| question Dyna Span g compliance with the federal'act

phMarEhRankR & heaman, whisireRigsents Dyna Span "We ber's deductible, with coverage above the Dyna Span reten-"A purchasing group IS authorized to purchase insurance,

. tion provided by New Englandnternational . t sell in . and / t it, that' t '
I\/Ilr Fe man added hé)\gev.er, th@t D¥na Sé)%n may que tion In a lﬁ/IiY 19 Jetter to M{ Feﬁrqan, Alaska Insurance D|re%- qg%gﬁggffsurance nce, " the | ?%ﬁ?jléceﬁaﬁrﬁeﬁtvé r Beas:
the legality of cease-and-desist orders 1ssued by so ne‘states on tor John L George notes that policies sent to producers by ley sai . . .
the graunds.that Dyna Span was not allowed a hearing beforetDytna Span are headed, ;lDbynﬁ/I SJpan Corpct)ﬁanon, A Risk Re- Mr Beasley addted that the R|skfRetent||on Act may require
o . . ention Group," are signe r nson, the company's purghasing groups uy cqverage from a licensed jnsyrer
'W'E\Q{ee%tﬂgﬁﬁf&'ﬁ@&?@ﬁﬁé@l’&ﬁs@”t of the blue," he said presiaent, and do not mgent|onyany o?iqer msurerCISy a %aﬁ S ?\qt Qu%ﬁ t%epac?c?o st spegmﬂcarIPy require this, the ex-
: At name alone alfo ARPEAS.On the policy's declaration page and emptions from state law granted to purchasing groups under
Mr Johnson, Dyna Span's president, charged that state reg- on endorsements, efter notes the act may. not include an exemption coyering insurers writ-
ulators, upset b&/ the Risk Retention Act's intrusjon on state Mr George's letter also pointfed out that materials supplied i,n% hé group's covera e, he safHR}\ﬁthou a specific exemp-
Ingyrance depa Wergt Jurisdiction, are ouf to qet Dyna SPan, to grodu rs bgD na gan referred fo New Enﬂlgnd Merna- tion, state Iag may apé) and %)uld require use of an admitted
hey detest the federal law coming intotheir'private tional as Dyna I:p n's reinsurer and that an undated letter insurer, Mr Beasley explaine ) L
banctum," Mr Johnson said "l think it's a conspiracy (among from New England International's Mr Rienstra "to whom it He noted, though, that the Florida administrative com-
gqlgnregulators) to fight the federal act more than Dyna may concern” confirms that New England International has plaint does not address Dyna Span's status as a purchasing
St that h , q d-desi q . ??,"eed to reinsure Dyna Span b , "M L?roupﬂ']buttonlé/ %harg{ﬁs tha{, It has acted ast atﬂsli r{a entiq]n
ojaiss that have issued ease-pnddesis! arders against _Only A nsurance company buys reinsurance, Mr group Withot meefing the act's requirements that It be 11-
L%Q&Mﬁé?é%bs“us%ﬂéé ggégrgggth)t;;&gj/fgmggg@n&Mggh|gan, The exact status of Dﬁna Span has been further confused b%Mr Feaman, however, maintains the act not only exempts
And, m addition to its complaint against Dyna Span, the eri%tlaegel{/lm%‘?%a saerﬁt SWFyJ!%SHé%%anCIQ@b@ismner Cath- L’linsﬁa“ from state regulation but also New England Inter-
Florida Insurance DelPartment also filed a co,mé)laint, against In the letter, Ms MulholJand tells Mr Johnson that the Del- In addition tg the states issuing cease-and-desist orders
New England International, charging that the insurer issled aware department has informed other states that "we have against Dyna Span o .
policies a[tpo%gh it s not auth_orliz%d in the gtate And éhe recogtmzed Dr}/na Spa[LCo&) as taD‘gurchasmg group' licensed * Then-New Jersey Commissioner Gluck issued a May 2
leparimen ile comp aints agains raname anders, iden- to act as an Irfsurer in the state o laware re relegse warning businesses against buying the policies
ified by the Florida department as a vp of Dyna Span, and The letter should have read, "we have recognized Dyna f_rgmsﬁ naa§pan _ o .
R'rank L. Barnhardt, a Jacksonville, Fla, agent, who are ac- Span Corp as a 'purchasing group' and not as a risk retention » The Surplus Lines Assn of California April 18 warned
:used of improperly selling New England International poli- group' licensed to act as an‘insurer in the state of Delaware," surplus lines brokers at the Calitornia Insurance Depart-
N land Int tianal-which ) 100% of f acco&dlntho Ms MuIPﬁI‘Iand, y[vhko sgud trl?e depalrtgtne'gt B’l- menl:g\;s reTutest aga nsIIfUS|ng L\ll_ew Englranﬁ Intﬁnalyorﬂal
opleyEngland Intematianal.which now Insires, 100%.of formed i Jofnson g fe pistake by phonen ate February Regulators n Galforid, Texas and New York also con-

hough It IS applying for admitted status in one state, accord- That letter said, "It has come to our attention that a copy of s{ié??a%d they are Investigating Dyna Span’s acfivities in thelr

ing insurance, i
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Chubb Corp NYSE 7088 14 139 0 1 56 2.2 70 88 69.38 1,040 7 enith Natl Ins Gorp ore 26.850 481325 080 3.0 27.5026.13 1ee s during the period were Marsh & McLennan Cos.
Combined Intl Corp NYSE 56.00 -5 111 2 2.24 40  59.00 5600 2825 INSURANGE COMPANIES Averace 1os 24 Inc., up 11.1%; W.R. Berkley Corp., up 8.5%;

Great West Life Assurance Co., up 7.7%; and
System design Altman Information Systems Fairmont Financial Inc., up 6.9%.



ROCKET SKIS Off
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YEP. BUT
. -/6 THE HARTFORD HELPED

- ME GET THINGS RIGHT

SO THE ROCKET SKIS BACK ON TRACK.

KEPT BLASTING OFF
THE ASSEMBLY LINE

L <
i
PREMATURELY ?
-HI
—LI
1
Q. The Hartford-isn't that the company A. Sure-we've seen eye-to-eye
with the moose? onThe Hartford for years.
A. It's a stag.They launched an Q. Smart. So tell me, are your rocket skis
investigation and found the problem fast. being well received?
Q. Is The Hartford known for great loss A. Oh yeah.They're very big
prevention? with the jet set.
A. You bet.They can really help limit and
even prevent losses from accidents and
Sren b «* GR Year after year, you'll z- ,) /,Ach,k5
' .cmrs:=ES like doing busin SSI‘HE HARTEFORD
Q. | assume your broker's a Hartford with The Hartford, the insurance

fan, too? people of ITT. The Insurance People of | T

rance Group. Hartford, Connecticut 06115



