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61've done nothing wrong'
Ex-agent plans to fight indictment, lawsuits

By DOUGLAS McLEOD

NEW YORK-Indicted for insurance fraud and a
defendant in four civil lawsuits charging fraud, neg-
ligenc€ or bad faith in the placement of insurance
and reinsurance, former New York insurance agent
Louis Mazzella says, "I've done nothing wrong."

Mr. Mazzella pleaded not guilty last week to mail
and wire fraud charges in a federal indictment that
accused him of diverting $2.4 million in reinsurance
premiums (BI, April 29).

And he says he will fight the civil lawsuits "like
hell because I've done nothing wrong."

One of those civil suits accuses Mr. Mazzella of a

practice similar to that alleged in his criminal in-
dictment: pocketing premiums on a policy that the
underwriter thought was canceled but that the poli-
cyholder believed was still in force.

Several major brokers-including Marsh &
MeLennan Cos. Inc. and Alexander & Alexander
Inc.-used Mr. Mazzella and his companies in the
insurance and reinsurance deals at issue in the civil
lawsuits.

The disputed insurance and reinsurance transac-
tions provided coverage for police professional lia-
bility, utility and residual value risks.

In addition to the lawsuits, the New York Insur-
ance Department has twice investigated Mr. Maz-
zella and two of his companies for alleged violations
of New York insurance law.

No violations requiring disciplinary action were
found after a 1976 investigation, but the Insurance
Department revoked the licenses of Mr. Mazzella
and one of his companies last December after Mr.
Mazzella failed to cooperate with an inquiry into al-
leged diversions of reinsurance premiums.

Mr. Manella's companies include:
• Colonial Assurance Co. of Elkins Park, Pa.,

100% owned by Mr. Mazzella through two holding
companies. A Pennsylvania Insurance Department
examination found Colonial-which reported assets
of $4.8 million as of June 30, 1983-insolvent by
$16.6 million, and the company was ordered into liq-
uidation March 28, 1984.

• Sentinel Facilities Ltd. of Great Neck, N.Y., an
insurance brokerage of which Mr. Mazzella was
president and 100% owner. The New York Insur-
ance Department revoked Sentinel's licenses last
December.

• Agency Facilities Ltd. of Great Neck, N.Y., an
insurance brokerage. Lawyers with cases ·pending

Continued on page 41
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update

Lloyd's syndicates report
largest losses on record

LONDON-Lloyd's of London syn-
dicates managed by Richard Beckett
Underwriting Agencies Ltd., for-
merly PCW Underwriting Agencies
Ltd., face the largest year-end losses
in Lloyd's history.

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

Eight Beckett syndicates writing
Continued on next page

Little support seen
for rumored change
in benefit tax plan

By JERRY GEISEL

WASHINGTON-Employers, labor organizations and insurers are den-
ouncing a rumored proposal to tax all employees on a portion of their
company-paid health care premiums.

The Treasury Department, according to several reports published late
last month, is considering scrapping a key benefit provision contained in
the department's original tax simplification plan, which was released in
December.

Under that proposal, employees would be taxed on health insurance
premiums that exceed $70 a month for individual coverage and $175 a
month,for family coverage.

The tax would affect about one-third of workers and raise about $34
billion in revenues over the next four years, the Treasury estimated (BI,
Dec. 3, 1984, Dec. 10, 1984).

Now, Treasury officials are considering a revised proposal that would
tax all employees on a small part-perhaps $30 a month-of the health
insurance premiums paid by their employers, according to the reports,
which did not identify their sources.

Treasury Department officials would not comment on whether they are
drafting a new health care tax proposal.

The Treasury, according to the reports, is considering the change be-
cause its original proposal ran into heavy opposition from Sen. Bob Pack-
wood, R-Ore., chairman of the Senate Finance Committee, and organized
labor.

Sen. Packwood has said he opposes any new taxes on health care bene-

fits, while unions contend a tax on health care benefits would hurt their
members.

The Treasury hoped the new proposal would appease unions, which
feared the original tax cap proposal could restrict their ability to negotiate
generous benefit packages, the reports said.

And Sen. Packwood might be satisfied, because the additional taxes a
worker would pay under the revised proposal would be relatively small,
said an insurance industry lobbyist who has close ties to Sen. Packwood's
staff.

The lobbyist explained that even if all employees were taxed on a por-
tion of their employer-paid health care premiums, employees probably
would almost break even, because the Treasury tax simplification plan
calls for lower basic tax rates in exchange for eliminating many current
tax deductions and exclusions.

Sen. Packwood has not seen a health care tax floor proposal and there-
fore can't comment on it, a Packwood aide said.

- Continued on page 37

Transport Indemnity cancels thousands of policies
By ROBERT A. FINLAYSON

LOS ANGELES-Thousands of property
and casualty insurance policyholders of an
American Financial Group insurer are losing
their coverage midterm in the wake of the
American Financial bailout of Mission Insur-

ance Group.
Transport Indemnity Co., an American Fi-

nancial subsidiary whose assets are being
used to shore up the financially troubled Mis-
sion, has unexpectedly canceled midterm
thousands of excess property and casualty in-
surance policies that had been written by its
special risk division.

The surprise cancellations could force poli-
cyholders to swallow hefty premium in-

1

creases on replacement coverage and could
leave others uninsured.

Transport Indemnity sent notices of can-
cellation in mid-April to as many as 2,500
property and casualty insurance policyhold-
ers, according to estimates by brokers who
have received cancellation notices.

Policyholders include large retailers,
aerospace companies, major manufactur-
ers, major utilities, public works projects
and trucking firms, according to the bro-
kers.

The canceled policies include excess and
umbrella property and casualty coverages
and insurance for long-haul trucking and
earthquake risks.

Brokers say it will be difficult to replace

M&M liability insurer proposal
draws risk manager interest

Page 2

/

the canceled insurance in the current mar-
ketplace, where capacity is shrinking and
rates are rising.

"Much of this coverage will be impossible
to replace because capacity has already been
exhausted," says Paul Barbour, assistant vp
with Swett & Crawford in Los Angeles.

"And, if you can replace the coverage," he
adds, "it's going to cost five times as much
premium."

The loss of Transport Indemnity as a mar-
ket for excess and special risk coverages
"creates a vacuum that will be tough to fill,"
observed Robert L. Peretti, managing direc-
tor of Marsh & McLennan Inc. in Los An-

geles.
Transport Indemnity's net premium vol-

ODECO says it won't give
additional funds to Mentor

Page 3

ume of about $43.3 million in 1984 included
$16.5 million in workers compensation cover-
age, $11 million in automobile liability, $8
million in other liability, and $5 million in
automobile/physical damage, according to its
1984 annual report.

The amount of premium canceled could
not be learned last week. Transport Indem-
nity and American Financial officials re-
fused to comment on the policy cancellations.

The cancellation notices were sent only
two weeks after officials with American Fi-

nancial, the parent of Los Angeles-based
Transport Indemnity, said they planned to
run off the insurer's business.

American Financial announced in Febru-
Continued on page 38

Court tightens standards
for insurer bad-faith suits

Page 29
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update M&M liability insurer proposal
Syndicates report record loss
Continued from prevtous page triggers risk managers' interest
non-marine syndicates lost a total of 60 million pounds ($744 mil-
lion) from 1979 to 1982, the year just closed under Lloyd's three-year By STEVE TARAVELLA anyone," he said

accounting system, according to Graham White, managing director M&M and Morgan Guaranty Trust Co of New York

of Beckett That's larger than the $42 million loss suffered by the GRAND CAYMAN,BWI -Risk managers are in- are playing "a cata-ytic role" in organizing the facility,
Sasse Syndicate in the late 19705 (BI, May 30, 1983) terested in-if not yet willing to commit capital to-a according to an M&M spokesman However, the broker

He said the losses are strictly underwriting losses-particularly new investor-owned offshore insurance company envi- would not hold an equity interest in the new company
from American liability business-and do not involve any alleged sioned by Marsh & McLennan Cos Inc to write high M&M President Frank Tasco mentioned the facility

misappropriation of funds (see earlier story, page 28) excess casualty limits briefly last month at the Risk & Insurance Manage-

The losses are on top of the 38 9 million pound loss reported by the M&M has been soliciting client interest in the pro- ment Society conference in New Orleans (BI, April 29)
syndicates after reinsurance premiums allegedly were diverted be- posed company for the last three months and has al- "We've been working with this company for a while,

ready reserved a name-American Casualty Excess In- and hitherto it'S been pretty much under wraps,tween 1979 and 1981 to benefit former PCW and Mmet officials

Most members last year accepted an offer by Minet and Alexander surance Co Ltd -with the Cayman Insurance Depart- explains one M&M official "It's going forward,
Howden Group PLC to pay most of these losses (BI, July 2, 1984) nnent though " M&M reserved the name for the facility with

Members will face a cash call by June 30 for the most recent The company, to be capitalized by stock purchases by the Cayman Insurance Department in February, he
losses If members cannot pay the losses and are declared insolvent major corporate insurance buyers, would write high notes, although M&M has not yet filed an application to

excess casualty layers over underlying Insurance of at have the insurer licensed The Cayman Insurance De-by Lloyd's, the Lloyd's Central Fund will pay valid claims
least $100 million The facility would only write cover- partment confirms that it has not yet received an appli-
age for its investors, according to M&M's current plans eaton from M&MNorth-West rescue opposed While M&M now appears to be focusing its energies "We've been put under some pretty tight deadlines,"
on tapping current clients as possible investors, one the M&M official says, noting that lawyers are workingPORTLAND, Ore -More than 20 parties-including the Oregon

Insurance Department and several reinsurers-have objected to a source says it probably would allow non-clients to in- at the moment to arrange incorporation for the new
complex rescue plan for Nor-h-West Insurance Co, a Portland- vest in the company "I don't think they'll turn down Continued on page 39

based insurer placed in liquidation by the court last Dec 4 (BI, Dec
124, 1984, Oct 29, 1984)

A hearing on the objections is slated for Wednesday in Multno-
mah County Circuit Court in Portland Tire workers' L

The plan was filed with the court March 15 by the Committee of
Insureds and Agents, a group of Louisiana employers and insurance health plansagents It calls for the creation of a new insurer in Louisiana by

---

spinning off North-West's book of business written by Mid-Conti- .-.

nent Underwriters Inc, a New Orleans-based managing general settled earlier
agency A majority of that business-state and federal workers com-
pensation, marine and general liability-was written on a surplus By DIANE LYNN USTIEL
lines basis in Louisiana and several other states

Both the Oregon Insurance Department and North-West's rein- AKRON, Ohio-Tire Industry
surers object to provisions in the rescue plan that call for reinsur- observers won't say whether health
ance proceeds to be turned over to the newly created Louisiana care benefits already negotiated by
insurer, rather than to North-West's estate two of the Big Four tire makers

Reinsurers believe that, to protect themselves from future claims, will influence contract talks with
4'proceeds must be paid directly to the receiver in the liquidation, said the other two companies

Portland attorney John Holmes, who represents North-West rein- Two tire companies-Uniroyal
surers Northwestern National Insurance Co, Universal Reinsurance Inc of Middlebury, Conn, and Photo Wide World/AP

Corp, Fremont Indemnity Co, Transamerica Insurance Co and San Akron-based BFGoodrich Co -ne- This Wells Fargo truck was abandoned by robbers,n New York
Francisco Reinsurance Co gotiated special health care con- last week after the $8 million robbery.

The Oregon Insurance Department has filed a 40-page objection, tracts with the United Rubber

citing ways the new plan differs from provisions agreed to earlier Workers union before attempting
by the Oregon insurance commissioner, who is the receiver, said to hammer out master contracts Wells Fargo has coverage
Kathleen Dahlin, assistant state's attorney for the department with the union

Both the Insurance Department and the reinsurers also contend However, the two largest mem-
there would be insufficent capital under the plan to set up a new bers of the Big Four-Goodyear for $8 million N.Y. robbery
Louisiana insurer Tire & Rubber Co and Firestone

Tire & Rubber Co, both in Akron By MICHAEL BRADFORD

Lloyd's brokers discuss merger -have not yet negotiated heath and STACY SHAPIRO
benefits with the union

LONDON-Merger discussions are under way between Lloyd's of Last week, the union reached a NEW YORK-Wells Fargo Armored Service Corp has sufficient
London brokers Hogg Robinson Group PLC and CE Heath tentative master contract agree- insurance to cover last week's $8 million robbery of its New York
PLC, the companies announced last week ment with Goodrich, which the depot, industry sources say

The merger, if successful, would produce a brokerage with corn- URW chose as its "model company" Tne Atlanta-based security firm has an estimated $10 million in
bined annualized revenues of $199 7 million as of March 31, 1984, after talks with Goodyear reached primary coverage for the loss written by William H McGee & Co, a
the latest figures available Britain's largest brokerage lS Sedgwick a stalemate earlier this year New York-based underwriting manager, sources in the London mar-
Group PLC and the second-largest brokerage is Willis Faber The union's 36,000 workers at the kets say
PLC four companies have been working In addition, Wells Fargo has $40 million in excess coverage, pri-

without contracts since the con- marily written in the London market, the sources say
Monsanto contests verdict tracts expired April 20 Wells Fargo officials would not comment on their coverage

Traditionally, the URW uses a MeGee writes the primary coverage, written on an inland marine
CHARLESTON, W Va -Monsanto Co was expected to return to "patterned bargaining" approach, form, for a pool of insurers, which in turn reinsures a large portion of

U S District Court late last week to seek a total victory in a $28 picking one company with which the risk in the London market, according to the sources
million lawsuit brought by retirees who claimed their exposure to to negotiate its first contract and Frank MeElhone, superintendent of inland marine insurance for
dioxin and other chemicals caused a variety of medical problems Continued on page 38 General Accident Insurance Co of America in Philadelphia, said his

A federal jury on April 30 ruled the St Louis-based chemical Continued on page 40
manufacturer was not responsible for the illnesses of six of the
seven retirees, who each had sought $2 million in compensatory and
$2 million in punitive damages But, the Jury awarded $200,000 in
compensatory damages to John Hein, who allegedly was exposed to

Colt settles retiree benefit suit
the chemical par-aminobiphenyl, or PAB, and was diagnosed as
having bladder cancer By JUDY GREENWALD not pay any pending claims under the plan

A tz ial on awarding punitive damages to Mr Hein was scheduled About three-quarters of the retirees-about 3,000-
to begin May 3 But, plaintiffs' attorneys, who also represent about PITTSBURGH-Colt Industries Inc will pay as little decided to accept the offer, and Colt made a total lump-
135 other employees and retirees from the firm's Nitro, W Va, as $44 8 million or as much as $903 million to settle a sum payment of $30 million The amount received by
plant, said they may ask the punitive damages trial be postponed class-action lawsuit brought on behalf of a group of re- each retiree was based on his or her age and marital
until the conclusion of the other pending cases Plaintiffs' attorneys tirees who faced losing their medical benefits status, said Mr Johnson

also are expected to ask the Judge to overturn the verdict The company, which was sued in January 1984 for al- Contznued on page 36
Cont:nued on page 38 legedly reneging on its obligation to provide medical ben-

efits for 4,200 retirees and their dependents, will continue
1

to provide the benefits through two agreements Agent/broker directoryindex The company had contended it was no longer re-
quired to provide retiree medical benefits after lt sold Business Insurance's 14th annual directory of
its Midland, Pa -based Crucible Steel division to the agents and brokers is Just around the corner, but

Around the states 14 Ticker 43 LTV Corp in 1982 (BI, March 12, 1984) to be included in the listing, commercial agents
Books & ideas 26 Vol 19, No 18-Business In- The retirees' union, the United Steelworkers of and brokers must return their BI questionnaire
Classifieds 40 surance (ISSN 0007-6864) lS pub- America, took Colt to court, claiming Colt was still ob- Aside from the directory, which will be pub-
Comings&goings buyers 30 lished weekly at 740 Rush St ligated to provide retiree benefits as a result of a series lished in the June 24 issue, BI will also rank the

Comings&goings· industry 34 Chicago, Ill 60611 Second-class of collective bargaining agreements dating from 1974 100 largest U S agents and brokers, and the larg-
Datebook 31 postage is paid at Chicago, Ill, and However, the suit was put on hold when both sides est 20 will be profiled
Insurance services guide 42 at additional mailing offices Post- negotiated an interim settlement that provided for pay- There is no charge to be included in the di-
International Issues 26 master Send address changes to ment of retirees' medical benefits through June 1985 rectory, however, agents and brokers that wish
Letters 6 Business Insurance, circulation Under this arrangement, retirees and their spouses to be listed must complete and return a question-
London line 27 department, 740 Rush St, Chi- have been required to contribute toward the monthly naire supplied by Bus:ness Insurance
Markets 12 cago, Ill , 60611, 312-649-5221 cost of hospital coverage and pay deductibles If you have not yet received a questionnaire,
Opinions 6 Copyright 1985 by Crain Commu- In November 1984, Colt offered every eligible retiree write Directory Editor, Business Insurance, 740
Perspectives 25 nications Inc and surviving spouse a lump-sum payment or continu N Rush St, Chicago, Ill 60611, or call 312-649-

ing monthly cash payments In exchange, Colt would 5279

no longer offer the retirees health benefits and would i



ODECO won't add more funds to Mentor
By KATHRYN J. McINTYRE earned on reserves will cover the reported tinued operations represents Mentor's re- He stands behind the company's earlier

deficit tained earnings at year-end 1983 of $39 969 statement that, "It lS the company's opinion
NEW ORLEANS-Ocean Drilling & Ex- Government officials in Bermuda say they million and a deferred income tax credit of that with the lengthy runoff there will be

ploration Co is not covering a financial state- are awaiting financial statements to support $3 8 million as a result of reversing taxes pre- adequate funds to satisfy all valid claims" (BI,
ment deficit of $123 million of its Bermuda- that contention viously accrued on undistributed earnings, April 15)
based subsidiary reinsurer Mentor Insurance ODECO pulled Mentor out of insurance ODECO says "We can't take interest income into ac-

Ltd and reinsurance underwriting in January That loss, however, was more than offset count for GAAP financials," he said to ex-
ODECO "does not intend to invest addi- based on the poor financial results it saw for by $452 million in net income for ODECO, plain the reported deficit But. the interest

tional funds in this subsidiary," ODECO said 1980 through 1983 and announced that the generated by taking into income in 1984 a income earned on the loss reserves in the
in its 10-K for 1984 filed with the Securities company would run off its business 1982 insurance payment in excess of the car- coming years will be used to pay losses. he
& Exchange Commission Because Mentor lS no longer underwriting, rying value of the ODECO drilling barge said

Instead New Orleans-based ODECO wrote ODECO is reporting it as a discontinued op- Ocean Ranger, which was lost in 1982 The discontinued insurance operation had

off Mentor's insurance and reinsurance busi- eration, said ODECO Controller Ronald Her- ODECO's loss on Mentor and gain on assets of $204 4 million and liabilities of
ness on its 1984 financials as discontinued op- man Ocean Ranger carry though to Murphy 011 $2167 million at year-end 1984
erations and took a $362 million loss for 1984 Mentor's 1984 deficit of $123 million was Corp, which owns 59% of ODECO Murphy ODECO controller Mr Herman also said,

on the operations created by a $56 6 million underwriting loss 011 reported a loss of $215 million related to "We believe the assets will be sufficient" to
As a result, if Mentor suffers any addi- m 1984, which Included additions to reserves ODECO's loss on Mentor and $26 8 million in cover Mentor's obligations

tional losses as it runs off 10 years of insur- on business written from 1982-1984, and a re- income related to the insurance recovery on Mentor, which stopped underwriting in

ance and reinsurance business, they will not duction in Mentor's equity in 1982 and 1983 the Ocean Ranger January after 10 years of building up its

appear on ODECO's financial statement created by a restatement of the effect of cer- ODECO's decision to write off Mentor op- property/casualty and marine reinsurance
But, ODECO maintains that even though tain reinsurance transactions erations as discontinued and not to cover the business in Bermuda, had written a large

Mentor can't expect more money from The reduction in Mentor's equity in 1982 $123 million Mentor deficit does not change amount of so-called long-tail casualty busi-
ODECO, Mentor and ltS affiliates will be able and 1983 also forced ODECO to restate its Mentor's previous position that it Will be able ness, for which claims aren't expected to de-
to pay ins-trance and reinsurance claims filed 1983 and 1982 income to meet its liabilities, says Mentor Chairman velop until far into the future This business
against them because investment income ODECO's $36 2 million loss on the discon- Clovis H Steib, who is based in New Orleans Continued on page 4

New Ambassador '

rehabilitation plan Ringing up savings
sparks opposition NYNEX hoping to cut costs with flexible plan

By DIANE LYNN KASTIEL that they can use to "buy" the benefits they choose from a

By MEG FLETCHER menu of options
NEW YORK-NYNEX Corp expects to save about $25 mil- Initially, each employee will receive between $2,000 and

MONTPELIER, Vt -Ambassador Insurance Co 's hon a year in health insurance costs by the fifth year of a new $5,000 in benefit dollars The exact amount will depend on
second attempt to avoid court-ordered liquidation by flexible benefit program that requires salaried employees to how many dependents the employee wants to cover and on the
transferring ltS liabilities to a reinsurer is sparking pay a larger share of their health care costs cost of medical care in the region where the employee works

heated opposition from regulators The flexible plan, dubbed "FlexPlus," is expected to hold the However, over the first 21/2 years of the plan, the benefit-
George Bernstein, the court-appointed liquidator increase in the cost of benefits for the telecommunications dollar differential based on dependents will be phased out Ul-

for Ambassador, says Ambassador's plan "has no merit company to 10% by 1987, com-
on its face "

timately, the amount of bene-

pared with a projected annual Rmq*%9*&Fper.. '.,,·4244..  ,:· fits dollars an employee re-

However, an attorney for several Ambassador poh- increase of 16% under its cur- 4040 J...,---U&.*.-4 rl· ceives will be based solely on

cyholders says the proposal lS preferable to Ambassa- rent plan Health care coverage * Pick 45¢* High-your mr*w, opuon M 401(k) the medical costs in the region

dor's liquidation currently costs the company 8**'-s, - *an if
"In addition to trying to get akel medical

Ambassador is proposing to pay Bermuda-based $100 million a year 11-·11 handle on the rapidly escalat-

Belvedere Insurance Co Ltd a premium of $86 45 The new plan will replace Fr,72:,..#141.f 61,- ing medical costs for the cor-

million to assume its estimated liabihties of about $160 the company's longstanding, B*e' ' F HMO _ Medium-
Low- poration, we felt that the Flex-

million Belvedere would then pay out $160 million to traditional health insurance ,-.
option 7 opuon Plus approach is more equita-

medical

cover Ambassador claims over a 15-year period, ac- . plan on July 1 ble to all our employees," the

cording to the proposal "The general direction is to 11-.31 , dental

spokesman said "Many of

Under the Ambassador plan, Belvedere would begin allow the company to get a them do not have dependents

funding the runoff of outstanding Ambassador claims handle on soaring health care Life High- and should not be in a position
1 option 1\ 1 insurance oplon

beginning this fall with a $22 million payment An-nual installments would follow for 14 years Then, in being a solemporovidaeaofy hferh . . - medical 
..

dental

1999, the final year of the runoff, Belvedere would care to becoming a contributor
Mf of subsidizing those who do, as

was the case under the previ-
ous plan "

make a $52 million balloon payment, according to along with the employee," a

1 FHI
The cost of the various op-

papers filed with the Vermont court supervising Am- NYNEX spokesman said "It 1 Free Pension 1 il Medium- 1 tions in the flexible plan also
n v,sion i r

bassador's liquidation also gives the employees a
nchanged 1 dent

will vary, depending on the

Belvedere would charge a one-time premium for chance to tailor their benefits .. number of persons covered by

the runoff quoted at $86 4 million in late March, but to their needs." the policy and the cost of medi-

that premium could change depending upon market The new plan will affect the a cal care in the region
HU-

conditions at the time an agreement is signed, said 29,000 salaried employees of ,,.4.*¤ AREA If the cost of the options cho-

C(*lne(fzni't2aftnAacafs=2;tepnlast fall to diaries, which include New  sy NNYNEX and ltS eight subsi- sen by an employee exceeds his
or her benefits dollars, the em-

reinsure $160 million in liabilities with Cathedral York Telephone Co and New R¢*'Y'p ployee pays the difference in

Holding Co of Bermuda That plan collapsed when England Telephone Co The pZ,41,.*C.£2er#"·2?u350:WS**1.-4"'i""-2>45Q pretax dollars If the cost of op-
Cathedral's parent, Wigham Poland Holdings Ltd, company also may eventually •wi.zi,I.,m ir tions is less than the employee's

said it did not want Ambassador's business (BI, Nov 5, propose to offer FlexPlus to its Graphic Amy Palmer benefits dollars, he or she re-
1984) 67,000 union employees in the ceives the difference in cash,

Ambassador's latest plan has not yet been formally future, the NYNEX spokesman said which is taxable income to employees

filed with Vermont Superior Court Judge John The change in the company's benefit plan was announced in Under the flexible program, designed with the help of bene-
Meaker, who last year ruled Ambassador was insol- January, and the company has been communicating the plan fit consultant Hewitt Associates in Lincolnshire, Ill, employ-
vent and should be liquidated Ambassador is cur- to employees since then, through employee newsletters and ees choose from among four medical and three dental plans
rently appealing the liquidation order to the Vermont meetings held at all regional locations Employees made their Both the medical and dental programs offer high-coverage,
Supreme Court benefit elections last week medium-coverage and low-coverage options, and the medical

However, the plan is detailed in court papers re- Under FlexPlus, employees will be given "benefit dollars" Continued on page 33

Continued on page 8

Should government shore up EIL insurance market?
By ROBERT FINLAYSON deadline, late last year amended the Re- made a good-faith effort to obtain EIL insur- pollution liability claims stemming from

source Conservation and Recovery Act to re- ance (BI, April 29) their waste operations.

WASHINGTON-Should the federal gov- quire the agency to revoke on Nov 8, 1985, However, this will not spare waste disposal The Federal Register notice EPA is ex-
ernment step in and shore up the sagging en- the hazardous-waste disposal license of any companies from the Nov 8 congressionally- pected to publish next month will seek public
vironmental impairment hability insurance company that has not met the financial re- set deadline It is mandated by law and can comment on several options that would m-
market, sponsibility test or obtained EIL coverage only be changed by Congress volve the federal government bolstering the

That's the question the Environmental The EPA has been phasing in the federal Under the law, the EPA would have to ailing EIL market
Protection Agency probably will ask.the requirements over several years, and all shut down hazardous-waste disposal opera- Options likely to be suggested by the EPA

public in a notice that is expected to be pub- companies with hazardous-waste disposal op- tions of companies found in violation of the include
lished in the Federal Register next month erations were to have been in compliance by regulations • Establishing a federally backed reinsur-

The EPA's decision to solicit feedback Jan 15 of this year These regulations stipulate that companies ance facility for EIL insurers Such a facility
comes in response to hazardous-waste dis- However, EPA officials acknowledge that that use landfills to dispose of their hazardous would help commercial insurers overcome
posal companies' concerns over meeting a there are a significant number of companies wastes or store hazardous wastes in surface what lS perhaps the most significant road-
congressionally imposed deadline to comply that have not yet complied with the regula- impoundments must do one of two things block to a viable EIL market-the current

with federal financial responsibility regula- tions, partly because of the inability of com- e They must certify that they have EIL lack of reinsurance for pollution liability
tions panies to find EIL coverage insurance to cover potential pollution habil- coverage

Congress, skeptical that the EPA would In response, it announced last month that ity claims • Capping environmental liability in much

fully enforce the financial responsibility enforcement action would not be taken • They must prove to the EPA that they the same way liability for nuclear power
rules or would further delay the compliance against companies that can prove they have have the financial resources to pay for any Continued on page 41
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Mentor deficit
Continued from page 3
included workers compensasion
and heavy casualty risks.

Over 10 years, Mentor reported
earned premiums of $175 million
from 1974 through 1980 and net
written premiums of $150 million
from 1981-1983.

For 1984, ODECO reported only
Mentor's earned premiums: $78.8
million.

Mentor wrote both facultative

and treaty reinsurance on prop-
erty/casualty and marine risks in
both the United States and abroad.

Mentor's 1984 underwriting loss
of $56.6 million is more than three

times its restated underwriting loss
of almost $17 million on earned

premiums of $65.3 million in 1983,
ODECO reported in its 10-K.

"In the fourth quarter of 1984,
substantial additions were made to

the reserve for losses of MIL (Men-

tor) based on higher than pre-
viously estimated loss development

fartcrs relating to the underwriting
years 1982 through 1984," ODECO
said in its 10-K.

In addition, Mentor's losses and

al:o its equity in 1983 and 1982
were restated to reflect the

changed accounting treatment of
transactions previously accounted
for as reinsurance that are now

being accounted for as financing
agreements, ODECO said.

"In 1985, the company learned of
the existence of unauthorized

agreements entered into by MIL
(Mentor) which changed the ae-
counting treatment of certain con-
tracts from reinsurance arrange-
ments to financing agreements,"
ODECO states in its 10-K.

"Accordingly, the company's fi-
nancial statements and related

nctes have been restated to give the
effect to the error in accounting."

Because the agreements were
found to lack risk transfer and

therefore are financing transac-
tions, Mentor could not claim rein-
surance recoverable under the con-

Partners

tracts and had to increase its loss

reserves, according to ODECO's
controller Mr. Herman. "The effect

was about $35 million," he said.
These loss reserve increases de-

creased Mentor's equity to $37.8
million in 1983 from a previously
reported $56 million and to $46.8
million in 1982 from a previously
reported $57 million.

And, the restatement forced

ODECO to reduce its previously re-
ported net income for 1983 by $7.6
million or 15 cents per common
share and for 1982 by $9.8 million
or 19 cents per common share.

Business Insurance learned that

Pinnacle Reinsurance Ltd.,the

Bermuda-based runoff specialist,
did have a contract with Mentor.

But, BI could not confirm that

ODECO's references to financing
agreements involve any contract
with Pinna2le.

Mentor intends to proceed with
its plans to move the runoff of its
business tc New Orleans. An air-

craft will be chartered to move

Mentor's computer and active files
from Bermuda to New Orleans, Mr.
Steib said.

"We want to make it as quick as
possible," Mr. Steib said of the
move, which is set for June 21.

And, provisions will be made to
pay claims during the estimated
three weeks it will take to move

Mentor-two weeks for packing up
its records and at least a week to get
its computer up and running in
New Orleans-Mr. Steib explained.

"We won't be completely shut
down," Mr. Steib said.

ODECO's statement that it does

not intend to invest additional sums

in Mentor has raised concern

among Bermuda government offi-
.cials.

"We are trying our best to see
that Bermuda's image is pres-
erved," said Bala Nadarajah, legal
advisor to the Registrar of Com-
panies.

"In our discussions with Mentor,

we have been told they have ade-
quate reserves to meet their cbliga-

artnership-what it takes to make us bothsuccessful. At least that has been our experi-
ence at Erisco as we developed and refined new
software products for over a decade. During that
period we've built strong ties with major corpora-
tions, benefits administrators and health insurers.

The dialogue that initiates partnership begins
for a prospective client when we together evaluate
your needs and match them with our capabilities.
For existing clients, day-to-day contact at the
operating level, seminars, user groups, and more
formal consulting on a range of issues help to
strengthen the partnership.

You see, Erisco actually is in the business
of providing solutions. Advanced software
solutions-but more than software. For example,
many of our clients are striving to contain costs,
streamline operations, and manage their business
in a more competitive environment. Implementing

, Erisco's on-line, state-of-the-art software is
one way to achieve those goals.

Another way is by talking with our benefits
professionals about work-flow analysis, raising
productivity, and other kev issues.

And, it works both ways. We think of our clients
as invaluable sources of information, who aid us
in updating our systems. ClaimFacts, our daims
processing system used by over 70 health insur-
ers, corporations and third-party administrators,
is in its third version. ImpleFacts, which keeps
records for over 400 defined contribution plans,
is also in its third version. And, we are using the
design knowledge we have gained to introduce
new software like GroupFacts, a highly versatile
system for group life and health administration.

Our recent entry into the Dun & Bradstreet
family of companies places more resources than
ever at our disposal. It strengthens our commit-
ment to sen'ing the benefits industry.

Partnersb* It makes Erisco more than a soft-
ware company.

For further information call:

Stephen Kendrick,
Vice President, Sales and Marketing at
212 765-8500.

Erisco

i./. 3 company of
DI» The Dun& Bradstreetcorporation

1700 Broadway
N.Y, N.Y. 10019

ClaimFacts, Group Facts, ImpleFacts

tions," Mr. Nadarajah said. "We are
awaiting further information by
way of accounts and other sources
to justify that statement."

Brokers in Bermuda contacted

by BI did not comment for publica-
tion but privately expressed disap-
pointment at ODECO's statement
that it did not intend to make fur-

ther investments in Mentor.

But, the brokers agreed that the
long-tail nature of Mentor's busi-
ness makes it possible that Mentor's
loss reserves could generate enough
investment income to cover the re-

ported deficit.
It's important that Mentor's rein-

surance clients continue to forward

premiums, one broker noted, to
maintain Mentor's cash flow.

ODECO was able to more than

offset its 1984 loss on its discontin-

ued reinsurance business with the

excess of the hull insurance pro-
ceeds received on the Ocean

Ranger because during 1984
ODECO and its outside counsel de-

termined that ODECO's liability in-
surance will more than cover any
remaining potential liability stem-
ming from the 1982 accident.

On Feb. 15, 1982, the Ocean

Ranger sank off the coast of Can-
ada during a severe storm, killing
84 people. ODECO had $200 million
of liability insurance at the time of
the accident.

ODECO had recorded the $52.9

million in excess proceeds from the
hull insurance recovery in 1982 as a
deferred credit while the company
determined its liabilities for the

Ocean Ranger loss. The Ocean
Ranger had been insured for $86.5
million, by Oil Insurance Ltd. for
$60 million, and London and U.S.

insurers for the remaining $26.5
million. But, the drilling barge was
carried at a value of only $33.6 mil-
lion.

Through March 1985, ODECO
settled claims involving 46 of the 54
persons killed in the Ocean Ranger
accident for whom the company
had accepted responsibility in a
1983 settlement with the Mobil Oil

of Canada, the lease operator.
These 46 settlements totaled ap-

proximately $15.2 million, ODECO
says, which was paid by ODECO
and its liability insurers.

The eight remaining claims in-
volve six Americans and two Cana-

dians. However, the suits associated
with these claims have been

brought on behalf of groups of
claimants and the damages sought
exceed $2 billion, ODECO says.

In addition, ODECO notes that its

liability insurers have neither ad-
mitted nor denied coverage for pu-
nitive damages, but that to support
claims for punitive damages, the
plaintiffs must prove wanton and
willful misconduct by ODECO. .

White Motor, PBGC
agree to settlement

WASHINGTON-The Pension

Benefit Guaranty Corp. will re-
ceive $15 million in exchange for
dropping all claims against White
Motor Corp. under an agreement
reached last week between the

PBGC and a federal bankruptcy
trustee.

The PBGC in 1981 took over sev-

eral underfunded White Motor

pension plans covering about 5,000
participants after the Cleveland-
based heavy-truck manufacturer
filed for bankruptcy.

The agency then filed suit to re-
cover minimum-funding contribu-
tions White Motor owed to the

plans.
The $15 million, which will come

out of White Motor assets con-

trolled by a bankruptcy trustee, is
the largest cash settlement ever re-
ceived by the PBGC. The agency
estimates the termination of the

White Motor plans, however, will
cost it $63.3 million in guaranteed
benefit payments.

The settlement still must be ap-
proved by a federal bankruptcy
court in Ohio.
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*i*tce work for a living.
like Wausau unbun es. m loss-control consultation and claim

handling to fire-control laboratory testing - and
If yours is a self-insured company, or if you have literally a score of services in between -
a captive insurance company, there are still plenty Wausau's experience and resources are available
of ways you need help to maintain exce#ence in to you. And all this help is as close as your near-
your risk management programs. est Wausau Insurance office. So you have the con-

Wausau has all the venience of dealing
services you need. And we 7*r - 6 4 WAUSAU with a single company.

521 2 to companiesregularly We're INSURANCE
For any service.

Look us up. Call us
not just learning how to * COMPANIES up. If you need to "pick
do it. It's part of what and choose, you can't
we've been doing for

i -JiT *E48® WausauWisconsin54401
pick a better source.
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opinions . business
Popping a trial balloon msurance

Reporting weekly for corporate risk,
employee benefit and financial executives

NO ONE WANTS TO CLAIM authorship of the Apparently, the proponents of a "floor" tax hoped
Publisher Alfred Maleck, (New York)most recent proposal for taxing benefits a tax on a that unions and insurers would support such an em-

floor amount of health benefits ployee benefit tax as a compromise A floor tax would Editor Kathryn J Mcintyre, ARM (Chicago)

We can see why It's absurd permit unions to bargain for big tax-free benefits and it Managing Editor: James M Burcke (Chicago)

Taxing a floor amount of employee benefits contra- would promise insurers a marketplace for their prod- Deputy Editor. Lorrie Gibson (Chicago)
dicts a progressive tax system and a simplified tax sys- ucts CHICAGO Alison Kittrell (Copy Editor)
tern But no unlon or Insurer ls coming forward to support Marla Antelis (Assistant Copy Editor)

But, somebody decided that taxing all employees on a this floor tax on benefits They are standing fast against Carol Cain (Assoc,ate Ed,toO

small amount of benefits would accomplish the goal that any tax on emplo) ee benefits. Meg Fletcher (Associate Editor)

is on top of Congress's agenda Increasing revenues And now no one in Washington will admit to being Stephen Tarnoff (Associate Editor)

At the same time, taxing a floor amount of employee the author of the idea
Linda J Collins (Agent/Broker Topics

Associate Editor)

benefits wouldn't disturb organized labor's ability to But even though we find the proposal absurd, we'd Diane Kastiel (Staff Reporter)

negotiate big tax-free health benefits and lt wouldn't like to thank its anonymous author or authors They Marilou Jones (Directory Editor)

make group insurance products less attractive have succeeded ir drawing more attention to the issue Holly E Seguine (Graphics Editor)

In contrast, the original proposal to tax all health of taxing benefits, which is good And, they have set Amy Palmer (Graphic Artist)

care benefits exceeding a certain limit clearly would back the movement to tax employee benefits and to cap
Donna D,Blase (Proofreader)

Cal, Sangalis (Ed,tona/Assistant)
make big benefit packages less attractive to workers, the amount of tax-free group health coverage
who probably would prefer the cash in their pockets to The more time that elapses for employees, insurers

LONDON: Stacy Shapiro (London Editor)

spend as they choose Unions would lose a big bargain- and concerned employers to lobby against taxing em- LOS ANGELES. Robert A Finlayson (Bureau Chief)
Steve Taravella (Assoc,ate Editor)

ing chip and group insurers could lose business ployee benefits, the better
NEW YORK: Douglas Mci_eod (Bureau Ch,ef)

letters Michael Bradford (Associate Editor)

Judy Greenwald (Associate Editor)

WASHINGTON: Jerry Geisel (Washington Editor)

Claims-made form wrong answer to industry woes Corporate: Joe Faraci (Corporate Art Director)

To the editor While I agree wholehear- it proves to be, are problems the insur- tions, legislation to do so is not only being Advertising Director. Donald A Walsh (New York)

tedly with Liberty Mutual's Melvin Brad- ance-buying public should not be asked to proposed-it is being enacted Should the Midwest Sales Manager: Robert L Niesse (Chicago)
shaw's perception of the problems facing share so-called crisis ebb because the state or

our industry, I do not concur with his sug- Personally, I object to the ISO claims- federal legislators enact statutes that CHICAGO. Deborah D Neale (District Manager)

gested solutions (BI, April 8) made proposal because of the apparent ef- favor or give special procedural and sub- Beverly J Kluxdal (D,stnct Manager)
Mr Bradshaw, as others before him, fort to lock in a buyer without similarly stantive protection to a particular group, Fran Prybyto (Production Manager)

clarifies that it is current policy language limiting the insurer's options our legal system will have been seriously
that has generated the problems and pre- Mr Bradshaw's observations on "cost of damaged LOS ANGELES: Michael J Sharpe (Distnct Manager)

cipitated the many lawsuits that have defense" are interesting partially accu- More specifically, perhaps, if a particular NEW YORK: Charles A Horvath (District Manager)
been filed Right' So why not address the rate, but hardly a logical justification for a group of plaintiffs (1 e , those injured/da-
problem Amend or substitute current second or policy aggregate I, too, am maged by pollution/contamination) have to

Jack Forrest (Distnct Manager)

1 policy language to more precisely state aware of accelerating defense costs that overcome additional burdens in order to
Martin J Ross (District Manager)

the grant of coverage, not only as to in- insurers have been obliged to absorb, and bring their actions against those who im- Nancy Ellen Schwartz (District Manager)

Jury or damage, but also as to time and, if I am sympathetic to Mr Bradshaw's con- pair the environment, an even greater in- Director of Communications: Ronnie I Drachman
appropriate. to place cerns in that regard Why would it not be Justice to our legal system will have been

Most concur with Mr Bradshaw that adequate to Include defense costs within done Legislatures will have declared, al- (New York)

neither underwriters nor their actuaries the limit of liability and the definition of belt indirectly, that if a single interest EDITORIAL: Chicago 312-649-5398
have crystal balls If, however, it is the ultimate net loss? Presumably, such an group exerts enough pressure, it can insu- London 01 -404-4228

"occurrence" definition, admittedly im- approach would address most of the prob- late itself from attack Los Angeles 213-651-3710
precise, that is precipitating the problems lems with which the Industry is con- Historically, the insurance industry's
heretofore encountered, why not substi- cerned and preclude the need for the sec- image as a concerned and contributing

New York 212-210-0100

tute more-precise terminology to clearly ond aggregate corporate citizen has left something to be Washington 202-662-7200

define the drafters' intent, There appears As a gratuitous aside, in my judgment desired Current determined efforts to ADVERTISING· New York 212-210-0133

to be no need to change the system, as is the tort system does not have serious adopt new commercial general liability Chicago 312-649-5276
currently being suggested structural flaws and has not, generally, policies prior to discussing and resolving Los Angeles 213-651-3710

While I am sympathetic to the allega- been grossly abused In any legal system what may be Justifiable concerns, as well
tion that liability rates were 37% below that is allegedly based on the concept of as continuing to press for special-interest COMMUNICATIONS: New York 212-210-0132
the Insurance Services Office advisory equal treatment before the law, how can legislation, could lead to another formida- CIRCULATION: Chicago 312-649-5221
rates, the culpability for that situation any group expect to promote or achieve ble blot on the industry's public image a
rests primarily with the underwriting Justice when it seeks special treatment Mot so significant that it could ultimately Published by Crain Communications Inc, Chicago

community We on the production side of under the law9 Rather than seeing the result in federal control of a business
G D CRAIN JR

Founder (1885-1973)
the industry are not without some blame, current "crisis" in its larger historical and heretofore blessed with relatively little
but we don't enjoy, typically at least, the sociological context, some in our industry federal intrusion

MRS G D CRAIN

underwriting pen, and we did not gen- have chosen to view it as an attack on the John P McLaughlin
Chairman

KEITH E CRAIN
erally share in any of the significant ben- "system" led by some scurrilous claimants Managing Director
efits of the huge investment returns and unethical lawyers who are simply out Chairman, Health Care

Vice chairman

earned by insurets during the heydays of to line their own pockets Industry Practice S R BERNSTEIN

the so-called soft market The adverse ef- No single group should be immune to Marsh & MeLennan Inc
Chairman-executive committee

fects of Imprudent pricing, if that's what hability or suits Yet, in certain jurisdic- Atlanta RANCE CRAIN

President

Bad management, employment practices are root of industry troubles MARY KAY CRAIN

Treasurer

MERRILEE P CRAIN
To the editor Melvin B Bradshaw's power to solve these problems " ployment practices? If so, has the industry

Secretary
Perspective article (BI, April 8) presents This is true only if the insurance 1ndus- adequately recognized and addressed this

JAMES M FRANKUNan excellent outline of the "insurance in- try understands why the problems "have fact9 Without doing so, does the insurance
Vp-finance

dustry position" regarding the new been largely of our own making " Unfor- industry have the collective power to
"claims-made" hability policy In doing tunately, there does not appear to be a lot "solve their problems"9 Published weekly at 740 Rush St , Chicago. Ill 60611. Telex 25-4248. Cable

so, he pinpoints clearly the problems the of introspection on this point Certainly, there are many cogent rea-
CRAINCOM Offices 220 E 42nd St , New York, NY 10017, Telex 604207

CRAIN COM NYK, Suite 814, National Press Building, Washington. D C
industry faces on several fronts Would it be correct to first define the sons supporting the claims-made liability 20045,6404 Wilshire Blvd , Los Angeles, Calif 90048,20-22 Bedford Row,

Mr Bradshaw, Liberty Mutual Insur- problem as inability to adjust to a new form However, they will be for naught if « London WC1R 4EB, England $1 50 a copy $52 a year in U S Canada and
ance Cos ' chairman and chief executive competitive environment, and to say that the needs and demands of the insuring all other foreign add $16 tor surface mall Europe and Middle East only add
officer, concludes, "If the problems that failure was directly one of top manage- public are not also considered Many feel $45 for air delivery First-class mail to U S and Canada only. add $48
insurers have encountered have been ment, that this has not been the case and that Bermuda only, $97 per year expedited delivery WILLIAM STRONG,

largely of our own making-and I think Next might we ask why top manage- the new form is an overreaction doomed vp-circulation ROBERT FIORITO, circulation manager ROGER

D,GREGORIO, fulh#ment director Four weeks notice required for change ofthey have-then it follows that the insur- ment of our industry failed to make this to the same fate as the 111-advised punitive
ance industry also has the collective adjustment') Is it possible that such failure damage exclusion If this is the case why

address Send subscription correspondence to Circulation Department,

Business Insurance, 740 Rush St . Chicago, Ill 60611, or phone
was the result of Industry employment not take a middle road-retaining the oc- 312-649-5221 Microfilm copies areavailable from University Microfilms, 300
practices over many decades9 Did the fail- currence policy, but with a claims-made

Bunness Insurance welcomes Zet- Zeeb Road, Ann Arbor. Mich 48013 Microfiche copies available Bell &

ters from its readers Please keep
ure to attract top entry-level employees cutoff date of, say, five years after policy Howell, Micro Photo Division, Old Mansfield Road, Wooster, Ohio 44691
result in both Inadequate compensation expiration Portions of the editorial content of this issue are available for reprint or

your comments as bnef as possible and advancement opportunities' And, did If such an approach were adopted, reproduction in other media For information and rates to reproduce in

We reserve the right to edit letters not the meager compensation of employ- would it be too optimistic to hope that it general circulation media. contact ART MERTZ, The Crain Syndicate. 740
for danty or space We w:lt not ees frequently result in the early depar- might lend support to legislative efforts to Rush St, Chicago, 111 60611, 312-649-5303 For reprints or reprint

publish unsigned letters Send your ture of the most talented employees-into limit by statute the open-end definition of
permission contact Reprint Department, Business Insurance. 220 E 42nd

comments to Letters to the Editor, St . New York. N Y 10017. 212-210-0229
either the agency/brokerage ranks or into "occurrence"9

Business Insurance, 740 N Rush St,
Ch:cago, Ill 60611

other industries9 Robert W. Breeden Jr., CPCU Member of Business

In short, iS the insurance industry the Insurance Consultant I Publications Audit of Circulation *ABP
victim of "adverse selection" in its em- Bay St Louis, Miss
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At Fireman's Fund, we're making
changes to grow even stronger. Changes
in produds. Changes in procedures.
Changes beneficial to you. That's why
we've added a valuable new service,
the Fireman's Fund Hot Line. It allows
you to share information. Solve problems.
Let off a little steam-or tell us about

the things we're doing well and how we
can make them even better.

Call the Fireman's Fund toll-free

Hot Line between 9:00 am *-4
and 5:00 pm and talk to /:FMR
one of our specialists. C
Let's help each FIREMANS FUND
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Liquidator blasts Ambassador plan
Continued from page 3
questing En order to allcw Consti-
tution State Service Co. to review

Ambassador's claims files in Ver-

mont so Constitution S-ate could

estimate the cost of claims handling
services should the plan be ap-
proved, says Ambassador attorney
Walter C. Squire, with the New
York firm of Carter, Ledyard &
Milburn in New York.

Constitition State, a Travelers
Corp. subsidiary, had been permit-
ted access to claims in New Jersey.
but was denied access tc claims in

Vermon: after Mr. Bernstein

learned cf Ambassador': proposal
to transfer liabilities to Belvedere.

"There is no point in wasting
time and money of the estate in
having some adjusting firm run-
ning :hrough our offices when they
are only doing this in conjunction
with a proposal that has no merit
on its face," he said.

"This is a desperate act of people

66ZIP f codes
will save
Household

0

36,000 ayear."
ROBERT FRANDEN. MANAGEF OF D S-RIBU-lION SERVICES, HFC
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searching for anything to avoid the
liquidation, and in the process they
are raping the estate," said Mr.
Bernstein, a Washington attorney.

Mr. Bernstein notes that, as a re-
sult of the delayed liquidation, Am-
bassador's estate has incurred about

$1.5 million in extra costs, includ-
ing actuarial charges and attorneys'
fees. Those costs include $190,000 in
fees Mr. Bernstein says he has
billed since last November.

In addition, Vermont Insurance
Commissioner David T. Bard wrote

last month in a letter to Ambassa-

dor's local counsel: "I am perso-
nally outraged at the delay in im-
plementing a proper distribution of
Ambassador's assets, a delay which
has been caused by. . .legal tactics."

Mr. Bernstein says the Belve-
dere proposal is unacceptable be-
cause it would not make Ambassa-
dor solvent. He contends that the

annual payments to be made by
Belvedere would not be sufficient

to cover Ambassador's long-tail lia-
bilities and that an $80 million defi-
cit would still exist after all pay-
ments were made by Belvedere.

The proposal also doesn't ack-
nowledge any of Ambassador's po-
tential interest obligations, Mr.
Bernstein says, explaining that
Ambassador could be forced to pay
interest to policyholders whose
claims have not been paid in the
past due to lack of funds.

Ambassador has a deficit of at

least $45 million not including such
interest obligations, he says. As of
March of last year, Ambassador
had roughly $122 million in assets
and $167 million in liabilities.

Ambassador disagrees that a def-
icit would exist after the final pay-
ment. According to court papers
filed by Ambassador, the proposal
would produce a statutory surplus
of about $5 million after the runoff
is completed.

Mr. Squire said the proposal is
accompanied by a financial state-
ment from Ernst & Whinney that
says that the transfer would make
Ambassador solvent

Mr. Bernstein's estimate of
Ambassador's liabilities is based
on excessive estimates of loss ad-

justment expenses, says Albert B.
Lewis, a partner with Cole &
Deitz in New York and former

New York insurance superinten-
dent. He represents three New
York hospitals that were Ambas-
sador policyholders.

Mr. Bernstein denies that the

money allocated for loss adjustment
expenses is high.

Mr. Lewis said he prefers a port-
folio transfer to liquidation pri-
marily because it would improve
his clients' cash flow by speeding
claims payment.

In addition, Mr. Lewis said, poli-
cyholders would have a better
chance of having their defense
costs covered under Ambassador

policies under the proposal.
If Ambassador were liquidated,

the hospitals would have to pay de-
fense costs out-of-pocket and
would have to submit claims for
these costs to the estate, he said.

The proposal to have Belvedere
assume liabilities is similar to the

earlier plan proposed by Ambassa-
dor that fell through.

The proposal called for Ambassa-
dor to pay a premium of $85.8 mil-
lion to Cathedral. In return, Cathe-
dral would pay $160 million in 12
annual installments. The largest in-
stallment, $58 million, would not be
paid until the 12th year.

The Belvedere proposal differs
from the Cathedral plan in that it
contains more safeguards, said
Jerome Gordon, president of New
York-based Lutine Corp., which
acted as co-broker for the Belve-

dere proposal.
The new proposal requires that

the company assuming the liabili-
ties be authorized in Vermont, that
investments purchased by Belve-
dere have at least a double-A rating
and the assets be held in escrow. .



Three insurers terminate

overfunded pension plans
By JERRY GEISEL

WASHINGTON-Three more

property/casualty insurance com-
panies are terminating their over-
funded pension plans to recapture
excess assets.

Fireman's Fund Insurance Co.,
Commercial Union Insurance Co.

and American Mutual Liability In-
surance Co. expect to recapture a
total of $190 million in surplus
assets after they terminate their
defined benefit plans and purchase
annuities to pay benefits to partici-
pants, according to reports the in-
surers have filed with the federal

Pension Benefit Guaranty Corp.
The insurers are setting up new

retirement plans to replace the ter-
minated plans.

The latest proposed terminations
follow pension termination notices
filed earlier this year by three
other major property/casualty in-
surance companies: Wausau Insur-
ance Cos. in Wausau Wis.; Chubb
Corp. in Warren, N.J.; and The
Home Insurance Co. in New York.

Wausau, Chubb and The Home,
which also are setting up new
plans, expect to recapture a total of
$261.9 million in excess assets,
which they are contributing to poli-
cyholder surplus (B/, Feb. 25)

If the six insurers complete their
terminations, they will have recap-
tured a total of $451.9 million in ex-
eess assets.

So far, though, the PBGC has
only approved the terminations of
the Wausau and The Home plans;
decisions on approval are pending
in the other terminations.

Wausau says it will gain $109.4
million from the termination of its

plan, while The Home estimates it
will recapture $65 million in excess
assets. Chubb, which is waiting for
the PBGC to approve its proposed
termination of two pension plans,
expects to gain $87.5 million in ex-
cess assets.

Insurance industry analysts have
predicted that more insurers will
terminate overfunded plans as they
look at all possible resources to
boost their surpluses, which have
been depleted as underwriting
losses continue to outpace invest-
ment income.

During 1984, the property/casu-
alty insurance industry's consoli-
dated policyholder surplus declined
by $1.4 billion to $61.9 billion, ac-
cording to figures compiled by the
National Assn. of Independent In-
surers and the Insurance Services
Office.

Underwriting losses totaled $18.4
billion in 1984, according to ISO.

Of the latest insurer termina-

tions, only Fireman's Fund of No-
vato, Calif., says it will add all the
excess assets-$120 million in its
45-year-old pension plan-to poli-
cyholder surplus.

In 1984, Fireman's Fund in-
curred a pretax underwriting loss
of $598.2 million and pretax invest-
ment income of $403.7 million. Pol-
icyholder surplus at Fireman's
Fund, which also raised $145 mil-
lion last year by selling and leasing
back corporate headquarters (BI,
Jan. 28), increased to $928.6 million,
up 16.7%. The pension plan Fire-
man's Fund is terminating has
16,895 participants.

Commercial Union of Boston ex-

pects to recapture $50 million from
the termination of its 16-year-old
defined benefit plan, which has
7,840 participants.

"The plan is very much over-
funded because of conservative ac-

tuarial assumptions and it isn't
doing anyone any good," a CU
spokesman said, adding that the
eompany has not identified how
the surplus assets will be used.

Last year, CU reported a $332.7
million pretax underwriting loss
and pretax investment income of

$172.7 million. Policyholder sur-
plus slipped to $406.7 million, an
18.6% decline.

American Mutual Liability In-
surance Co. of Wakefield, Mass.,
told the PBGC that it will recap-
ture $20 million when it terminates
its 49-year-old plan, which covers
2,948 participants.

Like CU, American Mutual
hasn't designated a specific corpo-
rate purpose for the assets. The ter-
mination will "strengthen the com-
pany," a spokesman said.

American Mutual said that in

1984 it had an underwriting loss of
$60.4 million after payment of divi-
dends, while it had investment in-
come of $50 million. Policyholder
surplus slipped to $86.4 million,
down about 14% from the previous
year, the spokesman said. .

What majordaims headaches
doyou eliminate with
GroupDental from the CUY
company with the stag? X

AskyourBroker Illilillillillillilibill-Illillk
Or call your Consultant, your Hartford Representative,
or Bud Peterson, Group Sales-Vice President, at (203) 683-8843. THE HARTFORD
Hartford Life Insurance Company, Hartford, Cr 06115 The Insurance People of ITT

CORRESPONDENCE

MEMO
To:

From:

Re:

CEO/CFO

Director of Employee Benefits
Reducing costs

Like many companies, we have beenconsidering ways to control the expenseof our programs.
Metromatic fromMetropolitan Life seems just rightfor us.

...Metromatic is totally administeredby Metropolitan, at no cost to us.
...Metromatic meets the post-retire-ment needs of our employees with anon-ERISA Universal Life* program,at no cost to us.

...Metromatic provides total por-tability, at no cost to us.
. :.Metromatic will strengthen ourexisting benefits program and beappreciated by employees, at no cost

I suggest we contact Metropolitan.ASAP.

406 h

..ts.,

--

--J

To hold down benefit costs, send this up to the CEO.

GET MET. IT PAYS.

43 Metropolitan LifeAND AFFILIATED COMPANIES

For further information, calll-800-638-3863, or write: Metromatic, Metropolitan Life,
One Madison Avenue, New York, NY 10010.

*Universal Life Insurance (Flexible-Premium Life Insurance) issued by Metropolitan Insurance and Annuity Co., N.M, N.Y ©1985 Metropolitan Life Insurance Company, N.Y, N.Y
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Montana law gives punitive damage relief
By STEPHEN TARNOFF

HELENA, Mont.-A new state
law will make it more difficult for

plaintiffs to recover punitive dam-
ages from Montana businesses.

The law, signed April 16 by Gov.
Ted Schwinden, generally limits
punitive damage recoveries from
businesses to $25,000 or 1% of a
company's net worth, whichever is
greater. However, the law places
no limit on punitive damages for
businesses found guilty of actual
malice, which is the equivalent of
intentional conduct, attorneys say.

The law also strengthens the
burden of proof on those seeking
punitive damages and more clearly
defines the standard of conduct re-

quired of businesses before puni-
tive damages may be awarded.

The legislation was vigorously
opposed by the plaintiffs' bar.

Spokesmen for businesses and
insurers in Montana say that al-
though the law does not give them
everything they wanted, it should
limit the threat of punitive dam-
ages and help businesses get liabil-
ity insurance from insurers that, in
some cases, were ceasing to do busi-
ness in the state.

Proponents say that the legisla-
tion is an outgrowth of recent state
court decisions.

Among them was a case in De-
cember in which a Billings man
was awarded $5 million in punitive
damages stemming from a bad-
faith suit against an insurer. That
case is still being litigated.

Also, two years earlier, a Butte
car dealer won an $8 million puni-
tive award in a bad-faith and fraud

suit against a bank. That case was
subsequently settled.

Backers of the new law contend

that the decisions have made it eas-

ier for plaintiffs to recover punitive
damages, caused an increase in pu-
nitive damage claims against busi-
nesses and caused greater uncer-
tainty about the standards of
conduct businesses will be held to

in order to avoid punitive damages.
According to Jack Ramirez, Re-

publican floor leader of the Mon-
tana House, during the last few
years punitive damages have be-
come a major tool by which plain-
tiffs and their attorneys have
gained higher settlements in cases
such as those involving product lia-
bility and wrongful termination of
employment.

The recent court decisions have

also defined "presumed or implied
malice" or "oppression" so impreci-
sely that in every case there might
be implied malice, he said.

"It was so vague and indefinite it
opened up many, many claims to
punitive damages," Mr. Ramirez
added. "Businesses didn't know

when they were subject to punitive
damage claims."

"The decisions broadened appli-
cation of those terms so that small

businesses could stumble into a pu-
nitive damages suit without know-
ing they did anything wrong," said
Forrest Boles, president of the
Montana Chamber of Commerce.

The new legislation defines "pre-
sumed malice" as occurring when a
person "has knowledge of facts, in-
tentionally avoids learning of facts,
or recklessly disregards
facts. .which creates a high degree
of risk of harm to the substantial

interests of another, and either de-
liberately acts in conscious disre-
gard or indifferenee to that risk or
recklessly proceeds in unreason-
able disregard of or indifference to
the risk."

The change is intended to make
more clear the standard by which
companies may be held liable for
punitive damages.

The new definition "will make it

more difficult for courts to liberally
construe what presumed malice is,"
said Steve Brown, who represented

Blue Cross of Montana in seeking
the legislation.

The new law also says that puni-
tive damages no longer can be
awarded based only on a "prepon-
derance of the evidence," but
rather that the evidence must be

"clear and convincing."
Clear and convincing means

there is no serious or substantial

doubt about the correctness of the
conclusions drawn from the evi-

dence, the legislation says.
"It is more than a preponderance

of evidence. but less than beyond a
reasonable doubt," according to the
legislation.

"This (presumed malice and evi-
dence test) significantly changes by
legislation the direction the judi-
ciary was taking," said Francis
Raucci, vp of Buttrey Food of
Great Falls, Mont., a subsidiary of

American Stores Inc.

Supporters of the bill say :hat :t
is not the cap on punitive damages,
but the higher burden of procf
needed for finding punitive dam-
ages and tte clearer definition of
presumed malice that are the more
important parts of the bill.

They say that the cap is really fcr
the proter.ion of small businesses,
since the 195 figure of a company's
net worth can be very substantial
for large companies.

"For our company, it (the cap)
does no. offer any comfort at all,"
said Mr. Raucci. "It is a small busi-

ness exemption."
"They i the =ighter standardst are

the most significant aspects" of the
law, Mr Boles said.

The supporters also say that the
new law may help businesses get li-
ability insurance and that in Eome

case:, insurers were ceasing to
write in Montana because of the

threat of punitive damages.
Punitive damages are insurable

in Montana.

"3usinesses have had a problem
f.nding insurance," said attorney
Randy Gray, who represented
State Farm Insurance Co. and the

Natiral Assn. of Independent In-
surers in lobbying fcr the legisla-
Lon.

"Our hope is that tnis legislation
may encourage companies not to
leave the state," Mr. Gray said.

"There were some companies not
writing insurance at all as a result
of this; said Mr. Boles. "And those

that were, were (exc.uding) the pu-
nitive damages segm€nt of the poli-
cia."

The law- applies only to claims
arising after the April 16 effective

date of the law.

Karl Englund, who lobbied
against the legislation for the Mon-
tana Trial Lawyers Assn., contends
that the new law could actually in-
crease punitive damage claims and
awards against companies.

"We contended that our punitive
damage law as it existed was a sig-
nificant deterrent in and of itself to

outrageous behavior it sought to
prevent," said Mr. Englund of the
Missoula firm of Sherwood & Eng-
lund.

Because people may read the
new statute as permitting them to
engage in conduct that previously
was threatened by punitive dam-
ages, it could lead to more claims
filed for punitive damages and
more awards, he explained.

It is likely that the statute will be
challenged in court, he added. .

Howyour
non =profit

organization
can profit

from
Equitable's
groupTSA
program.



Live Begood lit

THEEQUITABLE
Fmancial Services

1

business insurance, May 6, 1985 / 11

NCCI officials urge increase in comp rates
By CAROL CAIN

NEW YORK-Workers compen-
sation rates must be increased in

order to restabilize the work comp
marketplace, according to two ex-
perts.

The 1934 workers compensation
combined ratio of 124%, as esti-
mated by the actuarial staff of the
National Council of Compensation
Insurance-a New York-based

work comp ratemaking, statistical
and research organization-"is un-

satisfactory by any standard," ac-
cording to NCCI Chairman Nicho-
las F. Miller Jr.

While Mr. Miller predicted that
the combined ratio may drop to
119% in 1985, he added that this fig-
ure is still 10 percentage points
above an acceptable level.

The worst workers compensation

underwriting results in history
were produced in 1984, explained
NCCI President Kevin M. Ryan,
who along with Mr. Miller spoke at
NCCI's annual meeting last month
in Boston.

He noted the NCCI estimates a

national workers compensation un-
derwriting loss of $4 billion on a
total premium of $17 billion for
1984.

Even with those losses, workers
compensation insurers will show
almost a $2 billion aftertax profit in
1984 due to investment income, ac-

cording to Mr. Miller, who also is a
vp and an actuary with Aetna Life
& Casualty Co.

"Farm machinery manufactur-
ers, oil producers and home com-
puter manufacturers would trade
the bottom of their cycles for that
one," he said.

..#.-tc
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By improving benefits      .
to attract the best people. UT --/ «

Equitable designed *-
its tax-sheltered annuity program,
the 300+ Series, around five diverse
investment vehicles. As a result, each
employee can custom-tailor an invest-
ment program to fit his or her individual
financial goals.

There's a wide range of options
covering allocations and retirement dis-
tributions, along with broad transfer
privileges and attractive liquidity. This
flexibility gives your benefits package a
big edge over those built on more rigid
traditional plans.
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By relying on Equitable's
investment experience.

Founded in 1859, Equitable is now
one of the nation's leading managers of
pension funds. The Equitable has at-
tracted over $30 billion of pension assets
from more than 3,000 organizations.

So you can be sure that your
Equitable 403(b) program will be han-
dled by one of the most able pension
fund managers in the country.

Poor underwriting
results 'cannot be

sustained by
investment income,'

Mr. Ryan says.

One of the major causes of the
1984 losses was an increase in

claims frequency, according to Mr.
Miller.

And, according to Mr. Ryan,
most of these losses came from 15 of

the larger jurisdictions, including:
Florida, Iowa, Kansas, Louisiana,
Maine, Mississippi, Missouri, Mon-
tana, New Hampshire, New Mex-
ico, Oklahoma, South Carolina,
Texas, Virginia and the District of

Columbia.

"These inadequate underwriting
ratio results cannot be sustained by
investment income, especially in a
period of moderating interest
rates," Mr. Ryan said.

"Nor will the return to the more-

selective underwriting practices of
the past and an abundance of mar-
ket share growth practices be suffi-
cient," he added.

"The rating end of the equation
must bear the burden because the

strength of the economy. will pre-
clude any substantial lowering of
indemnity or medical losses," he
said. "Nor does it appear that any
rollback of benefit levels is either

likely or desirable."
In responsh to insurers' under-

writing losses, some states already
have granted rate increases. Em-
ployers in some 15 states saw rates

-

your plan GI- *_c<S- 7A##47
administered r.24*rUJV
your way.

Equitable will ».4 F'F1 . 13... . .

organize and handle .

administrative operations to meet the
needs of your own group. A toll-free
telephone service will assist anyone
having any questions or problems.
Customer reDresentatives will be avail-
able for group presentations and counsel.
An on-going communications process
will provide full support.

Is this the kind of program your
non-profit organization could profit from?
Return the completed coupon now and
find out.

THE EQUITABLE 300+ SERIES TSA
To: Ms. Maureen Wolfson, Product Manager
Equitable Pension Operations
1285 Avenue of the Americas, T/645
New York, N.Y. 10019

I would like to know more about how my
organization can profit from The Equitable 300+
Series TSA Program. Please send your new

detailed brochure and a prospectus with manage- 1
ment charges and expenses.

m

Name

Organization
(please spell out name)

Address

City State Zip

Office Phone

Read the prospectus carefully before you invest or send money.

© 1985, The Equitable Life Assurance Society of the United States, New York, N.Y. Pension Operations Area.

rise this year.
Six states-Florida, Alabama,

South Carolina, Oklahoma, Oregon
and Kansas-increased their rates
at least 10%.

Rate changes that became effec-
tive during the first three months
of 1985 have increased premiums
by $500 million, or almost 3%, Mr.
Ryan said.

And, the NCCI has pledged to its
member insurers to do its part in
filing for additional rate increases
where "conditions warrant further

action," according to Mr. Ryan.
"What must be done will be

done," he said.

"In addition to filing for larger
rate increases, we are attempting to
assist our member companies by
providing more sophisticated mar-
ketplace data and industry com-
parison data," Mr. Ryan said.

"We're seeking alternative rate-
making methods while preserving
total payroll as a basis of premium
by refining the experience-rating
process," Mr. Ryan added.

This pressure to increase rates
will put state insurance regulators
in "a very uncomfortable position,"
Mr. Miller said.

"They are concerned with sol-
vency and the health of the insur-
ance business. But, they are also
concerned with the health of the
business in their state and main-

taining jobs as the economy cools,"
he said.

"They will be under pressure (by
employers) to hold costs down. We
(insurers) need to give them the
courage to resist this pressure and
work with them to gain our objec-
tives, if not all in one year, cer-
tainly within two," Mr. Miller ex-
plained.
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Workers' Compensation Monthly
presents its Fifth Annual Semimir

1985
National Advanced

Workers' Connpensation
Seminar

at Dunfeys Hyannis Hotel
Hyannis, Cape Cod, Massachusetts

July 11th and 12th, 1985

The seminar has been designed to
present a broad range of new
information concerning workers'
compensation and to provide for
exchange of information. Panel dis-
cussions will complement each
segment of the program. Many of
the leaders in the field will be on the

faculty and in attendence.

Enroll now. Limited blocks of

rooms have been reserved at the

site hotel and will be assigned on a
first-request basis. Registration
fee: $195. Full refund made for

cancellations before July 8th. This
seminar is being submitted to CLE
commissions throughout the U.S.
continuing education credit.

For program and further details, write:
Workers' Compensation Monthly

P. O. Box 590

Falmouth, MA 02541
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Under o provision ici the contract 1 >
between Mr Co}e and Reed Sten-
house. Mr Cole and his associates

1»have the right to purchase the
other half of the brokerage if Reed
Stenhouse should merge with an-
other company, confirmed John
Rdey, vp in Reed Stenhouse's cor- i

1

pri .18,1 1 Toronto'.'r

Mr }„15, said the brokerage was
I =

aware before the merger negotia-
tions lih 4 *- A th..1 Sten-Re had

the option of F.,.aking Its currenf 1 1

nes if the deal is completed i L: .i i :i 5 /.. h.. B.

"It was obvious to us that they J

r 45.- f.
would have that option," he said
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Talbot Bird acquired
-%1 1 .

2 S.

_*scon-cased <«su:_asan ktoyal

Exchange PLC has acqu,red Tal- i ,} I

.. SE
bot Bird & Co, the New York- f

.based hisurance management firm A

that specializes in oces n and inland
malme coverages, from Armce In- 1 WF
surence Group Inc for an und,s-
Flosed amount 'f

Talbot Bird provides coverages 47''J ,

through a pool of , nsurers that will &94 ' 4 1

now be led by the Albany Ins,Ar-
1
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ance Co, a GRE company m ?Tsw I
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rrlrly'€,
York

f;

Aibany Insurance Co is assum-
ing all the policy liabilities of one of
the pool's former lead un- 3 * - ;t
derwriters, Milwautee-based -*.': r:

C

Northwest National Insurance Co E
I.:«4The transaction will not affect any

Northweste=n,·ualness written out-

side the Ta' , Bird pool, according

.

h J-
to a GRE spokesman (
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:hat Talbot Bird wrote at>Droxi- i 2 t - '• nA'' a If
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-

1984 on behalf of the pools falbot t.*U*lt
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5. .,rg
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it pl .med to divest its U.S insur- 1 S., 2 :, C>R - .

ance -·, rations (BI. May 21, I 984) ..
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The company announced last
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millio., r,1 s Northwestern Nauonal 1 d

anA ifiu,k,er $66 million into Unt- 
- *1 Rei. -urance Corp , a New 

,
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Continued from previous page
The ioint venture by Worldwide

Facilities Inc. and Response Insur-
ance Brokers will place coverages
for aviation premises, cropclusters,
product liability, excess liability,
helicopters, charter operators,
workers compensation and other
aviation exposures.

The new brokerage has success-
fully placed large amounts of ex-
eess liability coverage in the tight-
ening marketplace, says Chet Za-
lewski, who is heading the new
venture. "We've been offering
layers up to $20 million with no
problems."

More information on Worldwide

Facilities-Aviation is available
from Mr. Zalewski at 3435 Wilshire

Blvd., Suite 1600, Los Angeles,
Calif. 90010; 213-380-4454.

St. Paul/agency deal
St. Paul Fire & Marine Insurance

Co. has said it will assume a minor-

ity interest in Birmingham, Ala.-

based MeGriff, Seibels & Williams

Inc.,the 25th-largest agency in the
nation based on 1983 revenues.

The amount of the transaction
was not disclosed.

"Through our investment in
MSW, we saw an opportunity to
help safeguard the agency's future
growth and profitability during a
period when some agency princi-
pals were retiring," said Robert J.
Haugh, St. Paul chairman and chief
executive officer.

He added, "The investment by
St. Paul meets our personal objec-
tives and provides capital for con-
tinued expansion."

The Birmingham agency has of-
fices throughout the Southeastern
United States. It reoported gross
revenues of $10.7 million in 1983.

Catastrophe claims aid
Curative Care Inc., based in Ro-

semead, Calif., has opened Cata-
strophic Case Management Ser-
vices to provide claims administra-

tion services for severe injury or
illness cases.

Catastrophic Case Management
is located in Paoli, Pa., and offers

services aimed at assisting insur-
ance companies nationwide in
structuring rehabilitation programs
for clients who have suffered trau-

matic injuries or sickness.
L. Ronald Hogg, president of the

new firm, said, "The massiveness

of the injuries or illnesses that fall
within the catastrophic category
create immense individual claim

losses. . . .We sense there is a grow-
ing need for a company which can
provide recognizable expertise in
the management of catastrophic
claims in behalf of insurers and

reinsurers."

York, have purchased a majority of
the company's stock through a
stock ownership plan offered by
the firm.

Business Insurance ranked Fren-

kel & Co. as the 26th-largest U.S.
brokerage, based on its 1983 reve-
nues of $8.6 million.

Alan S. Samuels, the agency's
president and chief executive offi-
cer, said, "While acquisitions of in-
surance brokerage firms may be in
the interest of shareholders, they
are not necessarily in the best in-
terest of the clients or employees of
these firms. The (employee stock
ownership plan) will provide our
employees with a growing stake in
the equity of the company."

Catastrophic Case Management N.J. liquor liabilityis located at 1800 E. Lancaster Ave.,
Paoli, Pa. 19301; 215-296-0222.

Employees buy stock
Employees of Frenkel & Co., an

insurance brokerage based in New

Allied Fidelity Insurance Co. of
Indianapolis has begun offering li-
quor liability coverage for restau-
rant and tavern owners in New

Jersey.
The New Jersey Department of

661, PAUL BRISSON,
BELIEVE

IN LIBERTY"
General Manager -Corporate Insurance,

H.J. Heinz Co.

66lf therds a better disability management system
than Liberty Mutuals, I haven't seen it yet:'

"We've been with Liberty Mutual for 50 years. They're the people who came up with
the concept of rehabilitation nurses to get injured employees back to work faster.

Working together with Liberty Mutual, Heinz has been able to get workers back on the
job and come up with new ideas to help prevent accidents.

And that's made us a more profitable company."

AMERICA BELI EVES IN
LIBERTY MUTUAL INSURANCE.
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Insurance's decision to allow the in-

surer to write the coverage reflects
its concern for the availability of
the insurance, says Insurance Com-
missioner Hazel Frank Gluck.

"The Department of Insurance
has been working for some time to
find a solution to the problem of
availability of liquor law liability
coverage," Ms. Gluck said.

"And, our efforts now appear to
be rewarded," she said. "Certainly,
the outlook is brighter for taverns
and restaurants that had been faced

with a loss of their insurance cover-

age."

Mergers/acquisitions
Diamond State Insurance Co.

in Philadelphia, a subsidiary of
United National Insurance Co.,
has acquired Hallmark Insurance
Co. in Middleton, Wis., from Conti-
nental Insurance Cos. for an un-

disclosed amount. Hallmark, which
in the past has written commercial
multiperil and other types of prop-
erty/casualty coverages, plans to
offer property/liability packages
and will consider developing cov-
erages for low-value dwellings, its
new owner says.

National Con-Serv Inc. has ac-

quired Loss Control Manage-
ment Corp. of Rockville, Md., an
administrator of self-insurance

programs for municipalities, hospi-
tals and businesses in Maryland,
Virginia and Washington.

New offices

The Wyatt Co. is relocating its San
Diego office to a larger facility at 9339
Genesee Ave., Suite 300, San Diego,
Calif. 92121; 619-458-3900.

Specialized Benefit Plans Inc.
is moving to 8149 E. 30th St., India-
napolis, Ind. 46219; 317-897-6969 or
800-223-3972.

Kroll, Pomerantz & Cameron,
a law firm specializing in insurance
issues, is opening an office at 32
Rue La Boetie, 75008 Paris, France,
563.18.10.

International Insurance Bro-

ker Ltd. has relocated its Jamaica

office to 59 Half Way Tree Rd.,
Kingston 10 , Jamaica, W.I.; 809-92-
93200/9.

Frank B. Hall Consulting Co.
is relocating its National Benefits
Services Division to its world cor-

porate headquarters at 549 Plea-
santville Road, Briarcliff Manor,
N.Y. 10510; 914-747-2002.

American International Cos.

has moved to 1225 17th St., Suite
2770, Denver, Colo. 80202; 303-295-
7111.

Medco Review Inc., a hospital
bill auditor, is now headquartered
at 7011 Grand National Dr., Or-
lando, Fla. 39819-0358; 305-345-
9421.

Allianz Underwriters Insur-

ance Co. and Allianz Interme-

diaries Surplus Line Brokers
Inc. have moved their headquar-
ters to 6435 Wilshire Blvd., Los An-
geles, Calif. 90048; 213-658-5000.

Stump, Harvey & Cook, a
Maryland insurance brokerage, is
relocating to 5 North Park Dr.,
Hunt Valley, Md. 21030; 301-666-
5200. •

RIMS sets course
in basic insurance

NEW YORK-The Risk & Insur-

ance Management Society's "Fun-
damentals of Insurance" course
will be held June 3-5 in New York.

The course is designed for people
who are involved in risk manage-
ment but have limited exposure to
basic insurance concepts.

The registration fee for the
course is $445 for RIMS members
and $545 for others. Participants
receive 2.2 continuing education
units.

For more information or to regis-
ter, contact Fran Jordan, Adminis-

trator-Continuing Education Pro-
gram, RIMS, 205 E. 42nd St., New
York, N.Y. 10017. •
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around the states

Austin attorney joins
Texas Insurance Board

AUSTIN, Texas-An Austin at-
torney has been confirnned by the
Texas Senate of his appointment to
the state Insurance Board.

David Thornberry, 36, was
named to the three-member board

April 15 by Gov. Mark White to fill
the seat vacated by Bill Daves, who
decided not to seek re-election.

Mr. Thornberry is an attorney
with Akin, Gump, Strauss, Hauer
& Feld, in Austin. He also has prac-
ticed law in Houston and was a fed-

eral judge's clerk in California. He
received a law degree and an un-
dergraduate degree in government
from the University of Texas.

Although Mr. Thornberry has no
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Too much paperwork got
you chomping at the bit?

Some days you probably feel like Secretariat strain-
ing at the starting gate. Everywhere you look you see
paper. Piled up quotes, policy apps, payroll reports,
loss runs, engineering surveys, requests for repeat or
follow-up service. It's enough to make anyone chomp
and snort.

The fact is, when the products and services of your
companies are inefficient you might have to spend most
ofyour time at the office just trying to sort things out.
For the independent agent this can be rather frustrating.

How much nicer to deal with a solid, experienced com-
pany like Argonaut, where you get quick turnaround

on quotes and direct contact with local offices. Where
you can count on flexible underwriting and first-class
claim, audit, and loss control service.

Why be saddled with raw and inept companies who
double your paperwork?
Give us a call

and let our

professionals set 
you free to do what V
you really want to do. -8

Sell.

Argonaut '.AlWhere people
take your business seriously. 423
250 Middlefield Road, Menlo Park, CA 94025

specific insurance background, he
noted that he has represented sev-
eral clients before the state Insur-

ance Board.

Work comp refund
BATON ROUGE, La.-Nearly

half the employers in a retailers'
self-insurance fund will share

$100,000 in refunded workers com-
pensation premiums.

The 240 employers are members
of the Louisiana Retailers Assn.

Self Insurers Fund, a non-profit,
self-funded premium pool for
workers compensation insurance,
said Nick Perez, president of the
Baton Rouge based-Louisiana Re-
tailers Assn., the trade association
that created the fund in 1980.

The fund has 470 members. The

240 employers that qualified for the
June refund must have had a loss
ratio of less than 70% and have

been members of the pool for the
1982 fiscal year, the loss year in
which the dividend is being re-
turned. Each employer's refund
will be in proportion to its losses,
Mr. Perez added.

With the refunds, the fund's
members receive up to a 15% ad-
vance discount on their premiums,
monthly loss reports and safety en-
gineering services from Lakeland,
Fla.-based Summit Consulting Inc.,
the pool's administrator.

Since the fund's creation, em-
ployers have received about $1.5
million in refunds and advance dis-

counts, Mr. Perez said.
In creating the fund, the associa-

tion's goal was to "prevent acci-
dents, because when you really get
down to it, it (the amount paid to
the employee) is really just the tip
of the iceberg," he said.

Spousal benefits
SPRINGFIELD, Ill.-Divorced

or widowed people will be able to
receive the same health care bene-

fits from their former spouses'
group health insurance policies
without a stiff conversion fee, if the
Illinois Legislature approves a bill
introduced this session.

S.B. 300, introduced March 6 by
Sen. William A. Marovitz, D-Chi-
eago, requires group health insur-
ance policies to offer continued
coverage at the group rate for a
spouse in the event of an em-
ployee's death or divorce. But, the
bill probably will be amended to
terminate coverage if the spouse
remarries, Sen. Marovitz said,

Currently, the bill is in the Sen-
ate Judiciary Committee.

The bill will require insurers to
provide the same benefits and cov-
erage while the existing policy is in
effect, said Dave Menchetti, Sen.
Marovitz's legislative assistant.

Although Illinois law already
allows for conversion options, it
does not mandate the same benefit
or premium level, the senator said.

"Getting a conversion and get-
ting a conversion with the same
benefits are vastly different
things," he noted.

If the divorced or widowed per-
son chooses to continue with the

group plan, he or she would have to
pay both the employee and the em-
ployer portion of the premium, Mr.
Menchetti said.

The bill also would require a
spouse to pay an additional charge
of 20% of the premium for adminis-
trative costs, Sen. Marovitz said.

Some 22 other states have some

type of conversion provision.
A companion bill, H.B. 600, spon-

sored by Rep. Woods Bowman, D-
Evanston, has been sent to the In-
surance Committee. •
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Total work comp costs drop slightly: Study
By CAROL CAIN

WASHINGTON-Employers
and their insurers paid slightly less
in total workers compensation costs
in 1982 than in 1981, even though
they paid more in indemnity and
medical benefits, according to re-
cently released statistics.

The total cost of state work comp
programs dipped slightly to $22.5
billion in 1982, from $22.9 billion in

1981. These costs include indemnity
and medical benefits as well as in-

surance premiums or administra-
tive costs for self-insured plans.

But, statistics show a 9.2% rise in

indemnity and medical benefits
from 1981 to 1982 for state workers

compensation programs.
These figures exclude benefits

paid under federal programs, like
programs covering black lung dis-
ease, harbor workers, etc.

State program data shows about
$13.6 billion was spent for indem-
nity and medical benefits in 1982;
$12.4 billion was spent in 1981.

A decade earlier, in 1973, em-
ployers spent only $3.8 billion, or
254.4% less.

The statistics are part of the an-
nual fiscal data report compiled by
the National Foundation for Un-

employment Compensation &
Workers' Compensation, which is
the recently created research arm
of UBA Inc., a Washington-based,
employer-supported lobbying and
research group (BI, Oct. 15, 1984).

The 1982 statistics are the most

recent figures available.
The numbers in the report are

based on data from the Social Secu-

rity Administration and the De-
partment of Health and Human
Services, said John M. Matzner, the
foundation's research director.

"This is comparative and trend
data, the most recent data avail-
able," said Charles Little, executive

assistant to the UBA president.
The figures for individual states

show that, in Oklahoma, total in-

demnity and medical benefits in-
creased by 30.5% between 1981 and
1982, the largest state increase.

In six other states, total indem-

nity and medical benefits rose more
than 20% between 1981 and 1982:

Colorado, 27.2%; Delaware, 24.6%;
Hawaii, 23.7%; Montana, 23.5%;
Texas, 21.4%; and Utah, 29.5%.

During the same one-year pe-
riod, indemnity and medical bene-
fits decreased in only three states:
Arkansas, 7.4%; Michigan, 2.9%;
and Tennessee, 0.5%.

The data used to determine these

percentage increases also show the
total dollar amount paid in each
state in 1982 for indemnity and
medical benefits. For instance, in
California about $2 billion was paid
in 1982, while in South Dakota,

only $16.7 million was paid. But,
Mr. Little stressed the worker pop-
ulation of each state must be con-

sidered in looking at these figures.
The report also shows compara-

tive data on the average cost of in-
demnity and medical benefits per
employee. Between 1981 and 1982,
the average cost per employee na-
tionwide increased 11.1%, to $180 in
1982 from $162 in 1981.

Over the 10-year period from
1973 to 1982, per-employee workers
compensation costs tripled, to $180
in 1982 from $60 in 1973.

The foundation's report also
compared the percentage of indem-
nity and medical benefits that were
paid by commercial insurers, self-
insurers and state funds during the
1981-1982 and 1973-1982 periods.

In 1982, commercial insurers

paid 63.6% of indemnity and medi-
cal benefits, self-insurers paid
20.3% and state funds paid 16.1%. In
1981, commercial insurers paid
63.3%, self-insurers paid 20.4% and
state funds paid 16.3%.

While the portion of indemnity
and medical benefits paid by com-

mercial insurers increased from

1981-1982, it decreased in the 10-
year analysis. Commercial insurers
paid 63.6% in 1973, and 63.6% in
1982. Self-insurers paid 15.4% of in-
demnizy and medical benefits in
1973, and 2C.3% in 1982. and state

funds paid 13.9% in 1973, and 16.1%
in 1982.

The report also ranks the states
according to how much their total
indemnity and medical benefits in-
creased from 1973 -0 1982.-t shows

36 states had pere€ ntage increases
higher than the national average of

254.4% for the period.
Wyoming had the greatest jump,

ris.ng 1.137%, and New York, up
cnly 122*, had the smallest hike.

The other states and their in-

creases in indemnity and medical
benefits from 1973 to 1982 are:

Maind, 803.5%; District of Colum-
bia, 525.7%; Alaska, 510.2%; Colo-

rado, 501.9%; Virginia, 453.5%;
Utah, 438.3%; Minnesota, 435%;

New Mexico, 422.7%; New Hamp-
shire, 421.4%; Oklahoma, 392.3%;

Nevada, 386.6%; Washington,
381.1%; Rhode Island, 377%; Ha-

waii, 374.8%; Georgia, 370.7%; Loui-
siana, 361.8%; and South Carolina,
352.8%.

Also, Kansas, 350.9%; Iowa,

350.3%; West Virginia, 336.6%;
Texas, 332.4%; Kentucky, ·319.7%;
Montana, 318.2%; Pennsylvania,
315.7%; Vermont, 311%; Maryland,
307.5%; North Carolina, 294.2%; Or-

egon, 291.6%; Nebraska, 288.1%;
North Dakota, 287.3%; Alabama,
277.8%; South Dakota, 277.3%; and
Illinois 276.4%.

Also, California, 265.3%; Wiscon-
sin, 264.5%; Connecticut, 247.9%;

tp

Delaware, 241%; Mississippi,
228.6%; Arkansas, 228.6%; Idaho,

510.6%; Tennessee, 207.7%: Massa-
chusetts, 201.6%; Missouri, 194.4%;
Ohio, 192.3%; Florida, 184.9%; Ari-
zcna, 157.596; Indiana, 150.2%;

Michigan, 146%; and New Jersey,
:23.4%.

A copy of the complete report is
available for $6 from the National
Foundation for Unemployment
Compensation & Workers' Com-
pensation, 600 Maryland Ave. S.W.,
Suite 603, Washington D.C. 20024.
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Changing World Insurance Markets conference

Increasing liability worries risk managers
By STACY SHAPIRO

LONDON-Product liability, oc-
cupational disease, environmental
impairment liability and punitive
damages are among the biggest
concerns of risk managers, accord-
ing to a study not yet released by
Marsh & McLennan Inc.

"Many responsible for interna-
tional organizations told us their
concern about. the scope of increas-
ing corporate liability," M&M Ex-

ecutive Vp David D. Holbrook said
at the Fifth Changing World Insur-
ance Markets conference here re-

cently.
The majority of the 1,500 risk

managers surveyed by M&M were
concerned about product liability
reform, changes in the U.S. tort
system and environmental impair-
ment liability risks.

"One observation is that organi-
zations recognize governments will
expect them to assume yet greater

•t r

r

L

responsibility for their activities.
"Another observation is that or-

ganizations expect their govern-
ment to have a role in helping them
manage risks which impact society
as a whole.

"A third observation is that orga-
nizations rely on brokers and in-
surance markets to help them solve
the problem of transferring risk
and will expect yet better solutions
from us in future years."

Marsh & McLennan will publish

the complete results of the study
later this year, Mr. Holbrook said.

In addition to the survey find-
ings, Mr. Holbrook added his own
observations about major risk man-
agement concerns.

He said that catastrophes like the
toxic gas leak in Bhopal, India, and
last year's oil refinery fire in Mex-
ico City are raising serious ques-
tions about the scope of insurance
coverages carried by a multina-
tional corporation-or any major

The real magic to effective medical'case management is control-
ling costs throughout the course of a serious illness. To make
sure that your program is more than just smoke, ask yourself
these basic questions:

1. Does your case management program spot high-
exposure claims before they occur?

Intracorp's Medical Case Management System, through pre-
certification, identifies serious, high-cost claims before hospital
admission occurs. We manage the case-and contain costs-
from day one.

2. Is your case management program as comprehensive
as it should be?

Real case management programs don't stop with hospital admis-
sion. Intracorp coordinates all inpatient care to assure proper
utilization of medical services. We also pre-plan hospital dis-
charge and provide all necessary home care, medical equipment
and outpatient treatment. We'll even audit the hospital bill.

All this means a successful outcome for the patient and your
bottom line.

3. Are your case managers critical-care experts?

Intracorp's case managers are all registered nurses with critical-
care experience. Their expertise with complex medical condi-
tions, technologies and facilities moves the patient efficiently
through the health care delivery system. What's more, our staff
of 2,300 professional and support personnel, backed by a net-
work of medical consultants, works one-on-ond with the patient,
family and treating physician. They're there whenever and wher-
ever you need them, in 125 offices nationwide.

4. Is your case management system built on 15 years of
cost containment experience?

200,000 cases have given Intracorp a matchless record of re-
turning patients to their maximum level of recovery-with the
maximum return for every dollar spent. By combining pre-cer-
tification with effective cost containment services, Intracorp gets
results. Costs are contained from the onset of illness. And you
avoid the reoccurrence that too often happens when initial treat-
ment isn't as comprehensive as it should be.

If you sense some sleight of hand
in your case management
program. call Intraco* today,
toll-free, 800-345-1075 (in AK, HI
and PA, call collect, 215-687-9450).
Find out about the real thing.

InTracorp

Innovators in cost contmnment.

Mr. Daniel H. Davis, Senior Vice President of Marketing, Intracorp
985 Old Eagle School Road, Wayne, PA 19087 81

Please send me infoymation on
Intraco*'s Medical Case Management System.

Name Title

Company

Street

State Zip Phone

City

Ext.

corporation.
"We are being forced to rethink

the kinds of coverage that must be
taken into account by any large
corporation," he said.

Events that had been considered

to be impossible must now be re-
evaluated, he said.

In the United States, too, large
court awards and settlements in

product liability cases are creating
financial havoc for big corpora-
tions.

"Product liability is a gold mine
for plaintiffs, and particularly plain-
tiffs' attorneys," Mr. Holbrook said.

Therefore, U.S. companies-and
European companies that import
goods to the United States-are
paying more for liability insurance
coverages than their European
counterparts with only European
risks.

"In Europe, a consumer products
manufacturer might pay only 15%
of his total property and casualty
insurance budget for product liabil-
ity insurance," Mr Holbrook said.
"In the United States, this premium
could be equal to-if not more than
-what he pays for all other prop-
erty and casualty insurance."

And, the cost of coverage may be
overshadowed by a more serious
problem: availability, he said.

"Before we can quickly assert
that there will be a sudden rash of

insurance products to respond to
these new and developing needs,
we have to ask another very im-
portant question: Will insurance for
these exposures be available?" he
asked.

Mr. Holbrook said that the insur-

ance market is beginning to harden
significantly, with increasing pre-
miums and decreasing capacity.
This new, tight market is caused by
cycles in the industry and not by
new liabilities, he added.

But, because the market had
been unusually soft-and coverage
unusually cheap and widely avail-
able-for several years, some risk
managers have not experienced a
hard cycle, Mr. Holbrook said. He
suggested that they remember the
five C's: coverage, capacity, conti-
nuity and communication.

He said that, in the future, risk
managers will need all their skills
to cope with the questions from se-
nior management concerned about
the high prices companies must pay
for less coverage.

"As coverages, capacity, costs and
continuity of risk management
programs become more difficult to
manage. . .the risk manager's pro-
file within his or her company
changes," he said.

"The risk manager is suddenly
making decisions that have a signi-
ficantly greater economic impact
on the future of his or her com-

pany. This, in turn, will bring in-
surance under closer scrutiny by
senior management."

Mr. Holbrook said he also expects
growth in risk management pro-
grams, like safety programs, train-
ing and loss control plans to reduce
risk, and the unbundling of these
services to reduce buyers' costs.

"Another trend we are seeing is
the way in which international in-
surance is placed," Mr. Holbrook
said. "Historically, it has been the
tendency to arrange insurance with
an insurer domiciled in the same

country as the insured. Now, with
the increasing move toward inter-
nalization, there is a growing ten-
dency to involve local markets,
both for indigenous risks and for
participation in global placings."

Mr. Holbrook concluded his ad-

dress by quoting Charles Dickens:
"It was the best of times. . .it was

the worst of times."

"I might add to his sage observa-
tion, it is the most interesting of
times," Mr. Holbrook said. .
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Multinationals find answer

in global plans: Russell
By STACY SHAPIRO

LONDON-Although a global in-
surance policy is not a panacea for
all of a multinational corporation's
coverage woes, it can offer some
unique advantages, says an officer
of a Canadian multinational.

Speaking at the Fifth Changing
World Insurance Markets confer-

ence in London, Eckart Russell,
manager of financial planning and
administration for Alcan Aluni-

num Ltd. in Montreal, also said that
not all 200 of the largest multina-
tionals may want to jump on the
global coverage bandwagon.

For example, one large computer
manufacturer uses as many brokers
and insurers as possible around the
world "because they are potential
customers," said Mr. Russell.

< ' Crawford Risk Control
helped me reduce Hardee's total

' loss experience by approximately
1 30% ...wehave added nearly

$ 1,000,000 to our bottom line."

_ 1 Susan Werner, Director of Risk Management, Hardee's Food Systems, Inc.

Risk Control Services have traditionally been
sold as a standard safety program with bits and
pieces; a patch here for a perceived problem,
another patch there. But standard prepackaged
solutions to workers' compensation or other loss
experience problems never truly work

There isanotherway, as Susan Wemerdiscovered
The Crawford way. When Sue, Risk Manager for
Hardee's (including its 850 fast service restaurants
plus several manufacturing and distribution facili-
ties) and Crawford got together, Hardee's was
experiencing rapidly escalating incidence and
cost in workers' compensation, general liability,
auto liability, and product liability claims.

Eighteen months later, Sue can point with pride
to reductions in loss experience achieved by the
personnel at Hardee's with the help of Crawford
Risk Control Services.

For more information, contact:

Jim Sybert

Crawford & Company
Risk Control Services

5620 Glenridge Drive, NE #1100
Atlanta, Georgia 30342
(404) 256-0830

or your local Crawford representative

What happened in the intervening time is a story
of Crawford Risk Control's research, analysis, and
implementation of a Risk Control Action Plan
specifically designed to meet Hardee's needs.

The professionals at Crawford Risk Control Ser-
vices would like to help you reduce and control
your total loss experience. We create and main-
tain a total risk management perspective, af-
fording you a well-researched, coordinated com-
prehensive action plan that works in conjunction
with your organization.

For information aboutthe Crawford way, give us a
call. We will be happy to tell you more about how
Crawford helped Hardee's reduce its total losses
or how Crawford Risk Control Services can

help you.

Crawford
RISK MANAGEMENT SERVICES

And, he said, some multina-
tionals are so enormous that they
can absorb a huge loss.

But, most multinational corpora-
tions can benefit from a global in-
surance plan particularly if it is
designed only to protect against a
major catastrophe, he said.

Such a global policy consoli-
dates coverage for the worldwide
operations of a multinational for
losses that exceed the company's
deductible or self-insured reten-
tion or the limits of its various

local policies.
"We want to insure against a

billion-dollar loss from, say, pesti-
cides in India, no matter how un-
likely it is," he said.

Mr. Russell said that a properly
designed global program should:

• Provide all-risk coverage. In
property lines, Mr. Russell says the
policy should include all-risk cov-
erage for physical damage. If the
underwriter does not think there is

a serious exposure to a particular
risk, like flood, "then let the in-
surer not charge you for including
the exposure," he said.

And, risk managers should con-
sider a $1 billion liability limit for
global liability exposures, Mr. Rus-
sell said, although he admitted that
limit might be hard to find in
today's harder market.

• Be easy-to-read and under-
standable, with a minimum of fine
print.

• Be fairly and competitively
priced.

• Be worldwide in scope.
• Be underwritten by stable and

financially sound markets.
• Be administered by experi-

enced insurance brokers familiar

with global programs.
Mr. Russell said that there are

three major markets for global cov-
erage for multinationals: Lloyd's of
London, American International
Group Inc. and CIGNA Worldwide
Inc. (BI, Oct. 15, 1984).

"Lloyd's have pioneered writing
international package programs
and are probably still leading, but
(Lloyd's) cannot service them in-
ternationally," Mr. Russell said. So,
when Lloyd's is used, one of the
U.S. insurers may be used to front
and provide global services, but
Lloyd's underwriters write the
coverage, he explained.

"AIG has had the most efficient
international network," he said.
"CIGNA, following the merger
with AFIA (Worldwide Insurance),
is building a network comparable
to that of AIG ... and is making a
great push" for multinational com-
pany accounts, he added.

Other insurers involved in the

development of global programs
include Zurich Insurance Co. Royal
Insurance P.L.C. and Allendale
Mutual Insurance Co., said Mr.
Russell.

In addition, several other insur-
ers also offer global programs, in-
cluding Hartford Insurance Group,
Chubb Corp. and Continental Corp.
(BI, Oct. 15, 1984).

Although Mr. Russell said global
programs have grown over the
years, it may be tougher to find lia-
bility coverage as part of a global
package.

"Comprehensive liability pro-
grams are in a state of regression.
There are restrictive forms tending
toward more rather than less mar-

ket segregation," he said, noting
that insurers are increasingly re-
quiring separate policies for cover-
ages like errors and ommissions,
directors and officers, aviation
products, environmental impair-
ment, products and accidental pol-
lution liabilities.

"This helps the insurers, not the
(multinationals)," he said. "There is
a need for more and more cover

with less willingness to under-
write."
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Global prog rams have pros, cons: Experts
1

By STACY SHAPIRO how claims should be paid ard to policies follow the master policy
whorn but are admitted in each foreign

LONDON-Multinational cor- '1 am uneasy,' explained Tony Benson, group risk AIG's answer was the 'B ac- Jurisdiction in conformance with
porations are finding that global in- manager lor Arthur Guinness Son & Co. Ltd. 'The count" global underwriting pack- local requirements Premiums and
surance programs have their draw- age, developed by American Inter- claims are paid locally
backs, experts say insurance network worldwide may be inadequate nationa. Underwriters, AIG's in- "Use of a master contract permits

A successful global insurance (to handle multinational risks).' ternational subsid ary "B account" issuance of coverages that cannot

program requires that risk manage- is a term for an a.counting sy:tem readily be written in some coun-
ment operations be centralized in ttrough which foreign prem ums tries," said Mr Smetana
the parent company, experts point End losses can be paid locall> uder Mr Smetana admits that in order

out But, many multinationals cur- 2 master contrac-, said Mr Eme- for global programs to work, they
rently have decentralized risk prctected perils This central_zed control of tana must be implemented by centra-

management operations, making Also the corporate risk marager risk simplified administratiin and The B account c overage ope-ates lized control "This cannot be done
global programs impossible to im- had lit-le control over the negotia- afforded opportunities for exfert- ttrougn a single master polic,r is- on a decentralized basis," he said
plement, according to participants tion of the policies And, contracts ence rating and reduced cost Mr sied to the domes-ic home o ffize of But, one risk manager com-
in the Fifth Changing World Insur- were written in foreign languages, Smetana sa-d tte multinational corporalio It mented that lt may be more eco-
ance Markets Conference held in making administerng and urder- "But, unfortunately, the ron-ad- sKells out the terms and condi-ions nomic for foreign subsidiaries to
London recently standing them a problem, he said mitted contract created as many cf coverages worldwide in o·le lan- use local plans Mr Smetana

Also, risk managers want to pur- The other way nultinaticnals problems as it solved," he said Euage and in one cocument agreed, but said that through a
chase global programs that provide could cover their subsidiaries was There were conflic:s between the Then through affiliated com- global underwriting program, local
coverage for catastrophes, above a to use a non-adm.tted, tailor-made non-admitted contract and foreign Lanies, branches and agencies plans can be used along with a mas-
company's self-insured retention or insurance contravt, issued in the insi ranee requirements There around the globe individual 0011- ter policy "This has not been a
the coverage of its local policies, the host c)untry -0 cover overseas were questions about where and clas are issued, he explained These stumbling block," he said
speakers pointed out However,
most underwriters don't want to

accept only the catastrophe cover- f.£'R#'.B.

age, without the lower layer "bread 1, f ' '44

1 .,491and butter" risks, they said I
. -54

,

In fact, a cornucopia of problems , 1 1.1,4 /4 91 .

r

can "make global packaging a IP f \,3 ' . 1 1 ri :,>it ' r, 1 1 111
.& 4

nightmare," said Dennis Farthing,
risk management adviser to Rio-

,/
"

Tinto Corp PLC in London
MA. I

For example, Mr Farthing said, "·Ch,4, 1 # 1." i*
insurers may not be able to deliver '.

the global package they say they fls= 'B
9 - lit Ws11:1

will Or, the competence of the bro- it
'f, 1 FY

structure of the corporation Itself

9 - I

/2 1, 4'IEkers may be "patchy " Or, the
A't ,

IN ·may not be conducive to a global
.1 ,

program, and the corporation's in-
.

surance manager may not be able 11:1 /ISO .7 1

to handle a global package
"I am uneasy," added Tony Ben-

tf

son, group risk manager for Arthur IM+,
Guinness Son & Co Ltd "The in-

'6 *

'f 4 .-
/•

surance network worldwide may
be inadequate (to handle multina- 4 ,

4 7,

tional risks)
,

"We are left with a small number

of brokers It is almost a monopolls-
tic situation at this time Where

will the new companies come
fromp Banks, perhaps," he said Y

However, some speakers say that
global insurance programs will be-
come more attractive now that the

market is hardening
"The soft market of the past few

/

*f

years has produced depressed rates I 'r 4

conducive to purchasing separate
coverages from numerous car-

j 0- »t:#Pr
Mers," said Joseph Smetana, presi-

"A shift in the market would

rdent of AIG Risk Management Inc

4 1

produce rate increases throughout
.

4 j..24the industry, thus making global
account underwriting seem more

-'ll-

cost effective than under present
market conditions," he said

Mr Smetana said at the confer-
"

nhef yjh;egraarsotti 2:somn: Ss 1 E nmore popular in the near future --

First, he said, more multinational

corporations are moving toward
centralized risk management struc-
tures Therefore, risk managers are
gaining more control over foreign
risks 1... '. ; .,inne#,-f

And, the underwriters are offer- 4/v 'MAA / 1 # $'%11/
ing global programs for specific
lines of risk, which is attractive to

risk managers, Mr Smetana added ry,

...¥ I

In addition, more and more 1

global programs may be written as
more insurers and buyers become
aware of the concept, Mr Smetana
said

Mr Smetana's company, AIG,
was the first insurer to offer % 1,1avA%*

>>•
"global account underwriting" or
global insurance programs to mul- fpypitinationals (BI, Oct 15,1984)

Previously, there were only two
p HBACP*K\_ CL61)AM ·*\533 -F\,Ne«%ways a multinational could insure

its risks globally, he explained 6,6..
First, it could contract with in- '/F> cf 'G

surers admitted in each Jurisdiction
for each of its foreign subsidiaries

But, "There were problems," said
Mr Smetana Sometimes the local

insurers' policies were not as com-
prehensive as the multinational
wanted, leaving various risks un-



Bhopal main topic at conference
By STACY SHAPIRO

LONDON-A toxic gas leak that killed about 2,000
people in Bhopal, India, illustrates the many risks
multinational companies face, according to speakers
at a recent conference on international insurance.

The questions raised by the disaster at the Bhopal
plant primarily owned by the Indian subsidiary of
Union Carbide Corp., as well as other problems
multinationals face in coping with global risks, were
the main topics at the Fifth Changing World Insur-
ance Markets conference, sponsored recently in
London by City Financial, a division of Kluwer
Publishing Lid.

The conference speakers addressed the question,
"Multinationals-Unmanageable Risk?" and more
than 140 delegates listened to the replies.

And, many of the comments centered on the inci-
dent in Bhopal.

For example, the disaster showed "there are new
specters of global disaster and vulnerability to hit
the multinational company," said Eckart Russell,

**i ff,2,].U' d

eRAL .cinr

N C>,5:'.46'y CJV

manager of financial planning and administration
for Alcan Aluminium Ltd. in Montreal.

Multinationals must insure globally for these
kinds of catastrophes, which are rare but very
costly, he said.

The Bhopal incident also raises "serious ques-
tions. . .about the scope of insurance coverages a
multinational-or any major corporation-carries,"
said David D. Holbrook, executive vp for Marsh &
McLennan Inc. in New York.

"We are being forced to rethink the kinds of cov-
erage that must be taken into account by any large
corporation," said Mr. Holbrook. "It is too soon to
make any judgment about what the outcome of such
an occurrence as Bhopal will be, and what will ulti-
mately be its effect on the world of commercial in-
surance. But, it does make us rethink our position."

And, Johann Beginn, manager of the interna-
tional underwriting department of Allianz Versi-
cherung-A.G. in Munich, Germany, said that Bho-
pal illustrates that risk managers must continue to
control exposures in subsidiaries worldwide.

New from General American
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U.N. committee plans
study of reinsurance

By JOHN PARRY

GENEVA, Switzerland-The
United Nations Conference on

Trade and Devlopment will con-
duet a study of "all the criteria for
assuring the security and credibil-
ity of reinsurers" to aid the insur-
ance markets in Third World coun-

tries.

The reason for the study, as
spelled out at a recent meeting of
UNCTAD's Committee on Invisi-

bles and Financing, is that insurers
in developing countries need rein-
surance far more than those in de-

veloped countries.
"The solidarity of reinsurance

companies is of paramount impor-
tance to the Third World," said Gut

Levie, head of the insurance sec-

No-nonsense

management reports
on health care benefits ...

to save you time and money
To help employers manage rising health
care costs, major insurance companies, such
as General American, have been putting
our computers to work producing tons of
benefit and cost statistics. For better or

for worse. Many insurance companies have
simply been sending customers mounds
of "mindless" statistics.

We take a different approach. General
American selects those elements of data

which an employer and his consultants can
use.. .and we provide statistical information
on them. More importantly, we distill
information relevant to controlling costs
and put it in Executive Summaries. And
we display it in color-enhanced charts.

BASIC REPORT PACKAGE

What kind of management information
can General American provide? Basically,
three levels. The first level is a Health Plan

Management Report package which breaks
out how your benefit dollars are being spent
and indicates plan design savings through
deductibles, coinsurance, and coordination
of benefits. It also reports on the ratio of
outpatient and inpatient hospital expense
...and much more. Consultant:s tell us the

information this package provides is tops
in our industry.

NEW BENEFIT DESIGN REPORT

A second level is our new cost contain-

ment Benefit Design Reports. If you have

6*Top of the Market"
in employee benefits

built cost-saving devices into your plan, we
document the extent to which they are
working. If, for example, you use General
American's CRITERION program, through
which physicians representing us discuss
with your employees' attending physicians
the need for and duration of proposed
hospitalizations, we report the costs you
save. If you have mandatory second opinion
provisions, use hospices, birthing centers
or generic drugs...we report on the savings.
And so on.

PROVIDER EFFICIENCY REPORT

Finally, if you are a large employer, we
recommend Provider Efficiency Reports...at
an extra charge. They tell you, by diagnosis,
procedure, or DRG what hospitals and phy-
sicians your employees use and their costs.
And how their utilization and cost compare
to regional norms.

Our no-nonsense management reports
are among the 20 cost containment devices
we introduced last year. They conveniently
package the information you need to make
informed benefit plan decisions.

For more information, contact your con-
sultant, agent, or broker; call your local
General American group sales office; or
write Bill Kuehl, Marketing Director-Large
Group, General American, 700 Market
Street, St. Louis, MO 63101.

0

LIFE INSURANCE COMPANY

tion of UNCTAD, the U.N. agency
that seeks to promote development
in the Third World through eco-
nomic and trade aid.

UNCTAD's study, on which
work will begin this summer, is
aimed at helping developing coun-
tries "avoid the unfortunate conse-

quences of becoming involved with
unreliable reinsurers," he said.

The committee meeting ap-
proved an UNCTAD report re-
viewing insurance and reinsurance
activities in developing countries
during 1982-83.

"A virtual glut of reinsurance ca-
pacity has favored cutthroat com-
petition, leading some reinsurers to
offer unviable terms, with result-
ing bankruptcies and liquidations,"
Alistair MacIntyre, assistant secre-
tary general of UNCTAD, told the
meeting.

"It is beyond dispute that every
effort ought to be made to
strengthen reinsurance markets, by
active government support to pro-
tect end-users and to ensure greater
viability on the part of the reinsur-
ance companies covering these
risks."

Speakers at the meeting also
urged Third World countries to pay
greater attention to the insurance

1

Reinsurance'is of

paramount

importance to the

Third World,' says
Mr. Levie.

industry, which is sometimes ig-
nored in the nations' rush towards

economic development, according
to Mr. Levie.

A resolution passed by the com-
mittee urged developing countries
"to increase local retention and to

exert maximum efforts to satisfy
the insurance requirements of do-
mestic enterprises, including those
of local affiliates of foreign-owned
corporations, and not to become
mere vehicles for exporting premi-
ums abroad through unwarranted
reinsurance, including inappro-
priate fronting."

At the same time, the resolution
said, Third World countries should

not overlook the advantages of
using international reinsurance
markets.

UNCTAD was mandated by the
meeting to continue studies on the
applicability of modern risk man-
agement techniques, including loss
prevention and captive insurance
companies, to Third World insur-
ance buyers.

Mr. Levie, discussing the useful-
ness of captive insurance com-
panies at the meeting, said the posi-
tive aspects of captives include the
possibility of improving or reduc-
ing rates due to a better knowledge
of the risk. A captive, he said, could
contribute to the prevention of ac-
cidents, to good risk management
and to employee training.

On the other hand, Mr. Levie

said, he noted that confidentiality
of information in a captive ar-
rangement can be a problem,
"especially as regards the financial
and accounting relationship be-
tween the captive, the assured sub-
sidiary and the mother firm."

Establishment of a captive also
means that a developing nation's
commercial insurance industry
could lose business, Mr. Levie said.

Yet another danger, he pointed
out, is doubt about the financial sol-
vency and technical competence of
captives. In fact, that's one of the
problems that prompted Third
World countries to ask UNCTAD to

address reinsurance supervision. .
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0 -.* RINGLER ASSOCIATES
INCORPORATED

The nation's largest settlement company...
built by locally.based experts providing personal service.

ATLANTA Bruce T. Wolfe (404) 393-3737 • BOSTON Lawrence A. Cohen (617) 742-7303 • BIRMINGHAM Joseph B. Davis (205) 987-8383 •
CHARLOTTE C. Douglas Yeargan (704) 554-7735 • CHICAGO Cecil Mathews/Jack O. Brown/Michael J, Casey (312) 332-0427 • CINCINNATI
William H. Hackney III (513) 831-8891 • DALLASIFT. WORTH Gary K. MeMickle (817) 430-3109 • DENVER Robert A. Beago (303> 796-8840 •
DETROIT James R. Weber/Daniel R. Donovan (313) 961-9670 • FT. LAUDERDALE/MIAMI John W. Odem (305) 485-5355 [Ft. Lauderdale)
(305) 944-4217 (Miami) • HOUSTON Joe C. Mullis (713) 376-0722 • LOS ANGELESJohn Murphy (213) 3854158 • NEW ORLEANS R, Wayne Wagner
(504) 581-9152 • NEW YORK Paul A. Hoffman/Jess ID. McCavitt (212) 732-0380 • NEWPORT BEACH David V Ringler/Patrick L. Kelly/Patrick C
Farber (714) 833-1821 • ORLANDO Curt Wiggins (305) 678-7666 • PHILADELPHIA Keith R. Isleib (215) 687-7708 • PHOENIX John P Kearns (602)
954-0400 • PITTSBURGH W Ross Duncan (412) 921-9227 • PORTLAND (ME) Gary J. Payne (207) 773-3003 • ST. LOUIS Edgar L. Jamison (314)
231-1331 • SAN FRANCISCO Robert S. Bell (415) 945-0168/Roger A. Classen (415) 777-0750 • SEATTLE John B. Joseph (206) 771-0922 • TAMPA
Nathan M. Hargis (813) 8754049 • WASHINGTON, DC Lawrence H. Curtis (202) 342-3133
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Developing a game plan for fleet safety
By Adolph A. Meidermeyer

LOSS EXPOSURE from fleet operations is aprominent concern for risk managers.
Loss-control managers can choose from among

various approaches in attempting to encourage safe
fleet operation. These include loss control through
improved hiring practices, continuing education
programs, limitation of vehicle use, fleet maintenance
control, tailored remuneration programs, establishment
of an accident assessment committee and a personnel
rotation program.

Risk managers focus on prevention. The easiest
preventive measure is to avoid risk. Screening of
potential employees is an effective initial step in
mitigating insured losses.

An employer should require a potential employee to
supply a current driving history on himself or herself,
which the potential employee can obtain from the state
licensing agency for drivers. The report will provide
the employer with an assessment of the risk exposure
presented by the potential employee.

The employer also should require completion of a
specialized employment application directed toward
discovering the extent of the potential employee's
experience with commercial vehicles and his or her
safety record. Information about the prospective
employee's driving history allows the employer to
decide whether to hire the applicant for a position that
requires operation of a vehicle.

Once employed, the individual should be frequently
apprised of the importance of safe vehicle operation.
All employees who operate company vehicles should be
required to pass a defensive driving course annually.
These continuing education programs are available
through municipal or state police organizations at
minimal cost.

Employers also should publish strict rules of conduct
for employees, emphasizing the dangers of drinking or
drug use and driving. Automatic termination should
follow a violation of these rules, whether or not the
violation results in an accident.

The positive, rather than the negative, aspects of a
safety program should be emphasized, but particularly
dangerous or reckless behavior requires harsh action.

Employers might consider limiting the use of
company vehicles operated by employees. In the case of
employees given use of a company car, only the
employees and their spouses should be permitted to
operate the vehicles. This restriction would confine the
risk of loss involving a company fleet, and thus reduce
insurance premiums.

Employers should inform employees of this
restriction, and of the uninsured status of any driver
other than an employee or spouse.

Proper fleet maintenance complements safe driving

efforts and screening of employees. Each vehicle
should be assigned to an employee who has sole
responsibility for its timely maintenance, both
preventive and operating.

A vehicle card documenting all expenditures on a
vehicle should be maintained on a weekly basis by the
employee. This card should contain sufficient space for
comments by the driver about any operating shortfalls
of the vehicle.

To assure timely completion of the cards, employees
could be required to complete the vehicle report cards
before receiving their paychecks.

The vehicle report cards would be forwarded to the
fleet manager as input to the comprehensive fleet
maintenance program. Properly maintained vehicles
facilitate implementation of a fleet loss-controleffort.

Remuneration programs can have a significant
impact on loss control. Placing employees on an
hourly status implies that, although you want the
work completed, you are willing to compensate
employees if additional time is required. On
occasion, salaried employees may hurry through
tasks in order to save time. For example, a salaried
employee might be tempted to drive faster to make
up for lost time.

Employers need to relate specific expectations about
performance and safe driving.

Employers can emphasize safe driving efforts by
establishing incentives for employees. Employees will
respond to the possibility of receiving rewards and
recognition and to indirect peer pressure to perform
well when an incentive program is implemented.

Unless the overall performance record is terrible,
only positive reward structures should be used.

One way of rewarding employees is to hold an
annual dinner for employees and spouses at which
financial rewards are presented to safe drivers within
the organization. This, of course, serves as an incentive
to those employees to maintain their safety records and
encourages others to do the same.

Safe driving can be rewarded in many other ways as
well. The employer should offer incentives that he or
she believes will motivate employees to perform well,
given the structure of the organization.

On the negative side, employees could be suspended
without pay for specified safety violations. Employers
might also specify that any employee who has three
preventable accidents within a stipulated time period
will be terminated.

Whether an accident was preventable will be
decided by an accident assessment committee. Every
employer should form an accident assessment
committee, made up of management employees in the
company, to determine whether accidents that do occur
could have been prevented.

Only preventable accidents should be charged

against an employee. Individuals should not be held
accountable for losses over which they have no control.
The assessment committee would report to
management on each chargeable loss.

The investigating efforts of this committee would
depend on the nature of the accident, but members
should take all the steps necessary to determine the
nature of the accident, including talking to the parties
involved and obtaining police reports, claims adjusters'
reports, etc.

A final consideration in a loss-control effort could be

personnel rotation.
Management can limit potential losses by getting

high-risk employees off the road.
If a high-risk applicant or an exisiting employee has

other attributes valuable to the organization,
management may want to select a position for him or
her that does not involve operating a vehicle for the
company.

If an accident does occur, however, those involved
should act to minimize losses.

First, of course, anyone injured in the accident
should receive emergency medical care.

Second, the parties involved should call legal
authorities immediately to investigate the accident.

Inform company personnel to disturb nothing at the
accident site after the injured are treated. Investigators
are at a distinct disadvantage if things are moved at the
accident site.

The employee should avoid any confrontation with
other parties at the scene of the accident, and discuss
the accident only with the police and the company's
insurance agent. The employee should not admit guilt
foT any aspect Of the accident.

After the accident, the employee involved should file
a full report with the company's accident assessment
committee.

This internal report, along with the police report,
enables the committee to determine if the accident was

preventable, and to integrate any revision deemed
necessary into the firm's safety program.

The risk manager occupies a dynamic position
because the factors determining loss exposures are
changing constantly.

But, with an effective loss-prevention program and
the support of company management, the risk manager
should be able to help the company achieve its goal of
"zero accidents."

Adolph A. Neidermeyer, Ph.D., is a profes-
SOT Of accounting at West Virginia Univer-
sity in Morgantown, W.Va.
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Brokers are breaking the ice in Scandinavia
By S. Robert Beane

NTIL THE END of the 1970s,full-service direct insurance brokers

were an anomaly in Scandinavia. With

the exception of Norway, where
insurance brokerage was utilized on
marine lines, most of the Scandinavian
markets functioned on a direct or

captive-agent basis.
Granted, there were a few multiline

agencies in certain countries, but these

were more the exception than the rule.
Thus, to discuss brokerage in general, we
must track the development of the
insurance market in each country over
the last five to six years.

Prior to its entry into the European
Economic Community, Denmark enjoyed
the dubious distinction of having the
highest tariff rate-or standard,

regulated rate-in Europe. The market
itself functioned on a captive-agent basis,
with several companies controlling the

major insurance placement in the
industrial and agricultural sector.

There were attempts to establish
brokerage houses in Denmark, but most
would-be brokers became subsidiary
agencies of insurance companies.

The advent of direct insurance brokers

coincided with, but was not related to,

Denmark's entry into the EEC. Since
1979, three or four major brokerage
houses have made an impact on the

Danish market. Obviously, the captive
agents and their companies have been
less than enthusiastic about the

possibility of an independent entity
working for insurance buyers, but the
introduction of brokers has, predictably,
given rise to a very competitive market.
On July 1, 1981, the tariff market
officially dissolved, causing overall rates
to tumble anywhere from 20% to 80%.

Although a formal regulatory board for
brokers has not been established, a

Danish Brokers Assn., headed by John

Bonnor of Bonnor & Co., is developing
regulatory guidelines to establish

international issues

professional broker qualifications.
Thus, multinational companies

operating in Denmark now will find
qualified, independent brokers who offer
a viable alternative to the once-dominant

captive-agent system.
As already mentioned, Norway

tolerated the brokerage of marine

insurance on a direct basis, but agents
were used for fire, casualty and other

related lines. In the Norwegian market,

agents had the authority to represent
only two or three companies. Norway,
like Denmark, fostered a strict high tariff

market, until January 1983, when the
tariff rate structure was dissolved.

To date, there has not been a

proliferation of brokerage on non-marine
lines. However, the existence of marine

brokerage and general insurance
brokerage houses has caused competition

to increase. Many insurers still refer to
the tariff as a guidleine, but on larger
accounts in a competitive situation, more
creative underwriting is applied.

Prior to the demise of the local tariff,

there were approximately five major
insurance companies in Norway that
controlled most of the local insurance

placements. In 1982, when the largest
insurance company bought the
third-largest company, other insurers
began to cut rates to compete. This, along
with competition for indigenous business
from outside insurers and brokers, has
led to a more flexible market.

Thus, multinational companies now
can find some brokerage services in
Norway, along with pricing that is more
in line with international markets.

Sweden probably has the largest
number of industrial exposures in
Scandinavia, excluding the offshore oil
drilling platforms in Norway. Thus, the
Swedish insurance industry was the first

to adopt the concept of risk management.

The local market is dominated by a
single insurer that operates through a
network of captive agents, as do the

remaining companies. While there were
several general agencies and entities that
could be called brokers before World

War II, they were bought out by the
insurers in the 1940s.

Only one agency-A.B.
Matthiessen-remained independent.

Matthiessen has binding authority on

several insurance lines with the major
companies in Sweden and functions as
close to a broker as possible.

Until recently, rates in Sweden were
determined in accordance with a tariff.

Of late, however, the tariff has been so

loosely interpreted that ratemaking is on
a free-market basis. While the Swedish

market is not overpriced in general,
insurance buyers without the the time or
internal resources to monitor their

programs may find some overpricing.
The unions representing insurance

agents oppose having independent
brokers or consultants intercede between

clients and underwriters. Thus far, the

unions' strength and access to insurer
management have limited the growth of
brokers.

Whether "brokers" will become a

significant force in the Swedish
insurance marketplace remains to be
seen. In the meantime, insurance

companies within Sweden will work
with the broker if clients pay the broker
a fee or, on certain multinational

accounts, they will pay commissions
offshore. But, within Sweden,

commissions are rarely paid.

Currently, the Swedish government

has undertaken a study on the insurance
market and the role of brokers.

Considering the past and current
environment, however, it is doubtful this

study will bring any change.

If there is an "odd man out" in

Scandinavia, it is Finland. Although
there are two languages in
Finland-Finnish and Swedish-the

Finns tend to stand apart.
The local market functions much like

Sweden's: A single company controls a
major portion of the business, and an

entire network of captive agents operates
throughout the country.

One curious development within the
market is that a single insurer, the

Industrial Mutual, writes all of the

business interruption insurance.
Until 1979, a strict tariff market existed

in Finland. Since then, the tariff

guidelines have been followed as a rule of
thumb, but disregarded if competition on
large accounts becomes heated.

The limited market size and absence of

large multinationals have meant direct
brokers have not been a factor in

Finland. While a brokerage market may
develop, it is unlikely to happen soon. To

date, a preference for local companies has

made it hard for foreign brokers to get a
foot in the door.

What do these developments in the
four countries mean to the multinational

insurance buyer?

Most simply, there is now an
alternative in Scandinavia.

A risk manager no longer needs to rely
on his or her local financial director or

controller to negotiate insurance
coverages or claims directly with the

insurance companies. Both local and
international brokers are bringing
independent services and a
more-competitive atmosphere to these
previously restricted markets. .

S. Robert Beane is vp
and manager Of the
New York Interna-

tional department of
Johnson & Higgins.
His column on inter-

national issues ap-
pears the first Monday
of event month.

New COIL almanac is informative, interesting
"The Insurance Legislative Fact Book & Almanac"
Robert E. Mackin, editor and publisher
Published for the Conference of Insurance

Legislators, P.O. Box 217, Brookfield, Wis. 53005;
414-7824373

$30 each for one to nine copies, plus $3 shipping;
volume discounts available

378 pages; softeover

By Alison Kittrell

66 TrHE INSURANCE Legislative Fact Book &
1 Almanac," published for the Conference of

Insurance Legislators, is a useful handbook for anyone
who is interested in following-or influencing-the
course of insurance-related legislation.

The largest section of the book-and the reason most

people will buy it-is the state directory. The directory
lists the address and phone number of each state's
governor, insurance commissioner and other

individuals and committees responsible for insurance
legislation, and it gives short biographies of the major
individuals. And, it lists the addresses, phone numbers

and officers for the major insurance trade associations.
This directory is the core of the almanac, according

to its editor and publisher, Robert E. Mackin.
"These days in any kind of professional

endeavor. . .the telephone is the basic medium in
instant human communication," Mr. Mackin says in his

1 books & ideas

introduction. "Too many of us waste lots of precious
time simply because we don't have the right name,
telephone number or address at our fingertips."

The almanac, he says, is designed to correct this
problem; he calls it "a handbook to save time."

But, the almanac offers more than lists. Mr. Mackin

says, "Of course, insurance legislation involves more
than the urgent need to communicate. The subject
embraces some pretty tough questions of public policy."

The first five sections of the premier edition of the
COIL almanac look at these questions of public policy.

For example, the almanac lists the top stories of 1984
in insurance legislation and regulation: 1984 is the

worst year ever for the insurance industry; rate
increases seen toward the end of the year; bank failures
hit a 50-year high; regulators identify more than 300
financially troubled insurers; problems sink

Baldwin-United Corp.; the National Assn. of Insurance
Commissioners decides to let insurance producers have
information on the financial condition of insurers;

conflict in the Persian Gulf results in an increase in

marine rates; Montana passes a unisex insurance law;
New York and other states pass mandatory seat belt

laws; Congress acts to raise the drinking age to 21; a
COIL report calls for quarterly filing of insurer
financial data; and 1984 sees a succession of man-made

and natural disasters.

The book then provides analyses of various

insurance issues, including financial services
deregulation, reinsurance, tax changes, workers
compensation insurance and health insurance. The

analyses, while not exhaustive, put each issue into
perspective.

In a "special" section, the almanac details the rise and

fall of Baldwin United Corp.
Next, the almanac includes four articles written by

legislators and regulators: "Legislators, COIL and the
Insurance Industry," by Coil President and Arkansas
state Rep. Dave Roberts; "Banks in Insurance," by New
York Assemblyman Howard L. Lasher; "Guaranty
Funds," by California Insurance Commissioner Bruce
Bunner; and "Insurers and Holding Company
Legislation," by New York state Sen. John R. Dunne.

And, finally, the almanac has a "symposium" on

raising the drinking age to 21. The "pro" side is taken
by Elaine Liccione, 26, a student at Albany (N.Y.) Law
School and New York Senate aide. The "con" side is

taken by Brad Daniel Meehan, 22, a junior at Canisius
College in Buffalo, N.Y.

People will buy the book for its directory, but they
will enjoy these interesting, informative pieces.

As Mr. Mackin says, ''If the almanac does its job, it
will help readers do their job easier, faster and maybe a
little better, and it will help them get to know each
other more and maybe have some fun along the way."



london line

Lloyd's plans to regulate
binding authority contracts

By STACY SHAPIRO
Broker censured

LONDON-Lloyd's of London
plans to regulate the issuance of
binding authorities to agents and
brokers, Lloyd's deputy chairman
and chief executive Ian Davison

said last month.

According to a draft version of a
bylaw and code of practice, Lloyd's
will register all binding authorities
in Lloyd's jurisdictions around the
world, including the United States.
The binding authority will not be
legal unless it is registered.

Of the 2,500 or so correspondents
with Lloyd's binding authorities,
1,500 to 2,000 of them are in the
United States, Mr. Davison said.

Currently, a binding authority is
given to correspondents by Lloyd's
underwriters, allowing the corre-
spondents to accept risks on the un-
derwriters' behalf. Under the pro-
posed bylaw, the Council of Lloyd's
will have -0 approve the binders.

Mr. Davison hopes the bylaw can
be passed .n the middle of June.

'Brisk' business

Business is so brisk at the Lloyd's
of London non-marine syndicates
underwritten by Richard D. Hazell
"that we could write 24 hours a

day," said Mr. Hazell's deputy un-
derwriter Robert Edwards.

But, like other Lloyd's syndi-
cates, Mr. Hazell and his staff are

not writing new business, prefering
to reserve capacity for clients that
are renewing their insurance and
reinsurance programs, Mr. Ed-
wards said.

"We have recently completed
our treaty book, and we have not
written any new North American
treaties," he said. "But, all our old
clients are still with us."

Mr. Hazell's Syndicate 190 and
the other five syndicates associated
with 190 write primarily non-ma-
rine property/casualty fom North
America, Mr. Edwards said. This
year, the syndicate has increased
capacity by 25% in pounds, to 102
million pounds ($122.4 million)
from 80 million pounds ($96 mil-
lion).

But, much of this increase was
"eaten up" by the unfavorable ex-
change rate between the dollar and
the pound, he said.

As the U.S. insurance market

hardens, a wave of companies are
coming to London looking for ca-
pacity, but London underwriters
say they are being selective about
what they underwrite.

"We could underwrite 300% of

our income" with all the new busi-

ness, Mr. Edwards said.

But, the underwriters are impos-
ing tighter conditions and charging
higher premiums for their cover-
age, and the Hazell syndicates are
no exception, Mr. Edwards said.

"We reconsider our under-

writing policies weekly," he said.
"We haven't come out of any par-
ticular class. . .but casualty and
physical damage coverages are
hardening weekly."

And, he said rates have increased
200% to 300% in some liability
classes.

The Hazell syndicates are man-
aged by Three Quays Underwriting
Management Ltd., which recently
was sold by Sedgwick Group P.L.C.
to Cater Allen Holdings P.L.C. for
2.4 million pounds ($2.9 million).
The sale-to comply with the
Lloyd's Act of 1982, which says that
all Lloyd's brokers must sell their
Lloyd's underwriting agencies by
1987-came 24 hours after Sedg-
wick announced its pending
merger with Fred S. James & Co.
Inc. (BI, April 8).

The Council of Lloyd's has cen-
sured a Lloyd's of London bro-
kerage firm for processing "ficti-
tious claims" for a Lloyd's un-
derwriter who has left the market

Blt, the broker says the firm did
not know the claims were false and

wants to remain a Lloyd's broker.
The Council of Lloyd's charged

Lloyd's broker Dashwood, Brewer
& Pnipps Ltd. with "acts or de-
faults which were detrimental to

the interests of the society and ils
members."

Continued on next page
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Continued from previous page
Lloyd's brought two charges

against the Lloyd's broker. In the
first, Lloyd's claims that between
1977 and 1982, Dashwood, Brewer
& Phipps processed "fictitious
claims," most of which Were really
connected with the yacht "L'Ob-
session," operated by Lloyd's un-
derwriter Peter Coucher. Mr.

Coucher, who was then active un-
derwriter for the Yachtsman syn-
dicate, made 28 claims under a pol-
icy placed on his behalf by Dash-
wood. All but the first were pro-
cessed by the broker.

Lloyd's claims that Dashwood,
Brewer & Phipps knew or should
have known the claims were in-
valid.

On the second charge, Lloyd's al-
leges that another invalid claim,
this time on the motor yacht "Lady
Cleopatra," passed through Dash-
wood, Brewer & Phipps to Mr.
Coucher. Through various com-
panies, Mr. Coucher had an interest
in the "Lady Cleopatra."

Lloyd's found Dashwood,
Brewer & Phipps guilty on both
charges and ordered that a "notice
of censure" outlining the charges
be placed in the Lloyd's under-
writing room. The firm also was
ordered to pay 12,000 pounds
($14,640) in costs.

"We didn't know the claims were

fraudulent," said John Dashwood,
chairman of Dashwood, Brewer &
Phipps.

He said that, during the time in
question, the firm processed thou-
sands of claims and kept accurate
records When Lloyd's asked for
information on Mr. Coucher, the
broker provided it, he said.

But, he said that if the broker
had known the claims were fraud-

ulent, "they would never have
been processed."

Mr. Dashwood said that Dash-

wood, Brewer & Phipps will pay
the costs. "We have no alternative.
We intend to continue to act as
Lloyd's brokers," he said.

Mr. Coucher could not be
reached for comment and is

thought to be in the Virgin Islands.
Lloyd's also has posted a censure

notice and fined a non-working
member of Lloyd's for conducting
insurance business outside Lloyd's
"in a discreditable manner."

In 1983, a lower court in London
found Frederick Bradfield guilty of
attempting to induce people to buy
life insurance contracts with
American Life Assurance Co. Inc.
by distributing brochures contain-
ing statements he knew to be mis-
leading, false or deceptive. Mr.
Bradfield was fined 500 pounds
($610) by the lower court.

Lloyd's censured Mr. Bradfield
by posting the charges in the un-
derwriting room, fined him 1,000
pounds ($1,220) and ordered him to
pay Lloyd's 400 pounds ($488) in
Costs.

More losses seen

More losses are expected from
the Lloyd's of London non-marine
syndicates of Richard Beckett Un-
derwriting Agencies Ltd., formerly
known as PCW Underwriting
Agencies Ltd., the agency has
warned syndicate members.

After a preliminary look at Syn-
dicates 918, 940 and 157, the agency
believes that for the underwriting
years still open, "further substan-
tial provisions by members of these
syndicates are likely to be neces-
sary" agency Chairman J.R.K.
Beckett wrote to members.

No estimate of the additional
lossses has yet been established,
however, Mr. Beckett said. :'Whilst
I appreciate your concern, I ask
your forbearance," he said.

These members and the mem-

bers of Richard Beckett marine

syndicates have already faced
losses of 38.9 million pounds ($47.5

million) after reinsurance premi-
ums allegedly were diverted be-
tween 1979 and 1981 to offshore
companies to benefit former PCW
officials and officials of parent
company Minet Holdings P.L.C.

Members agreed, however, to ac-
cept an offer by Minet and Alex-
ander & Alexander Services Inc. to

pay 38.17 million pounds ($46.6
million) of the losses (BI, July 2,
1984).

The new losses at Richard Beck-
ett stem from underwriting losses
primarily caused by U.S. casualty
risks and not from reinsurance ac-
tivities, sources close to Richard
Beckett say.

Howden censure
Gordon Robert Pope, a former

director of broker Alexander How-

den Group P.L.C., was censured by

Lloyd's of London recently for fail-
ing to disclcse the acquisition and
subsequent disposal of 10,000 shares
of Howden stock in breach of Brit-
ish law.

The Lloyd's disciplinary commit-
tee also recommended fining Mr.
Pope 2,500 pounds ($3,050) and re-
quiring him to pay more than 4,000
pounds ($4,880) in costs. But, Mr.
Pope appealed, and the appeal tri-
bunal ruled he had to pay only the
costs, not the fine.

Mr. Pope, a member of Lloyd's,
received the shares as a gift from
former Howden Chairman Ken-

neth Grob when Mr. Pope was
director of Howden in 1975, accord-
ing to the Lloyd's report. Lloyd's
believes the gift was a personal gift
from Mr. Grob to Mr. Pope.

The shares were put in a trust for
Mr. Pope, the Lloyd's report says.

In 1977, Mr. Pope wanted to buy
a house and asked Howden Trea-

surer Allan Page if there were
funds in the trust available to him.

Mr. Pa-ge said there were, acecrd-
ing to the report, and Mr. Pope re-
ceived 17,000 pounds ($20,740),
which he believed to be the realiza-
tion of the 10,000 Howden shares.

But, Mr. Pope failed to tell How-
den in writing of the acquisition or
disposal of the shares, in violation
of the British Companies Act of
1967, the committee said.

In censuring Mr. Pope, Lloyd's
placed a notice on the board of
Lloyd's underwriting room outlin-
ing the charges against Mr. Pope.

The council, under the
instructions of the appeal tribunal,
made clear that Mr. Pope was not
involved in any misappropriation
of funds.

"We still feel it is unfair that Mr.

Pope should have been censured,"
said Mr. Pope's attorney, Jane
Dickson, assistant solicitor for
Reynolds, Johnson & Green.

Ms. Dickson said that the only
penalty that should have been
handed down in Mr. Pope's case is

a reprimand.

Capacity shortage
The hardening cycle of the insur-

ance market will not last more than

two years, predicts Paul Bawcutt,
managing director of Risk Re-
search Group, the London-based
risk management consulting firm.

"I think the capacity contraction
will be stabilized," he said. "I think
it will only last two years, and I
don't think the turn in the market
will be maintained."

Mr. Bawcutt maintains that ca-
pacity is still adequate, despite the
withdrawal of insurers in several
casualty markets. He believes that,
as rates go up, this hidden capacity
will come to light.

Mr. Bawcutt said figures on ca-
pacity shortage being talked about
currently are "ludicrous."

"They may not insure asbestos,
but companies are out there to in-
sure everything else," he said. .
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Court tightens standards for bad-faith suits
By STEPHEN TARNOFF

PHILADELPHIA-A recent

federal court decision makes it

harder for pxcess insurers to prove
bad faith against primary insurers
that choose to litigate suits against

- policyholders rather than settle.
' In United States Fire Insurance

Co. us. Royal Insurance Co., the 3rd
U.S. Circuit Court of Appeals ruled
that Royal, as primary insurer for
Nordson Corp., did not act in bad
faith by not agreeing to a purported
$400,000 settlement offer. ·Nordson
subsequently was hit with a $1 mil-
lion jury verdict.

The court said U.S. Fire, Nord-
son's excess insurer, had to show
that Royal was more than negligent
in rejecting the settlement offer in
order to prove its bad-faith claim.

The court also ruled that Royal

had no direct duty to the excess in-
surers to settle.

The court said the case is of "con-

siderable importance" to the liabil-
ity insurance industry and was its
first ruling on the duty owed by a
primary insurer to an excess in-
surer under Pennsylvania law.

Last week, an attorney for U.S.
Fire said it had filed for rehearing
with the full 3rd Circuit. If that

fails, U.S. Fire plans to seek review
by the U.S. Supreme Court.

The dispute arose following a
product liability lawsuit against
Nordson, a manufacturer of a sol-

vent that allegedly caused a fire at
a Philadelphia food plant.

Royal wrote a $250,000 primary
comprehensive general liability
policy for Nordson, and U.S. Fire
wrote a $5 million excess policy
above Royal's $250,000 policy.

According to the court, when the
Nordson trial began in May 1981,
both Royal and U.S. Fire were con-
fident they would win. Both insur-
ers turned down offers by the
plaintiffs to settle for $1.2 million
and $800,000; also at one point,
Royal made a counter offer of
$75,000 to $80,000.

U.S. Fire, however, began to
change its approach after the close
of evidence in the trial. Then, the
trial judge and the U.S. Fire attor-
ney had the "impression" plaintiffs
would settle for $400.000, the court
said. Under such a settlement, U.S.
Fire would have paid $150,000 after
Royal paid its $250,000 limits.

U.S. Fire demanded that Royal
tender its policy limits toward the
$400,000 settlement and threatened
that it would consider Royal's ac-
tions to be in bad faith if it failed to

case manager
cases thatneed
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contribute to the settlement, court
records show.

However, the court added, the
plaintiff's attorney later testified
that his client had never offered to

settle for $400,000 and, in fact,
would reject such an offer.

According to the court, Royal-
with U.S. Fire in agreement-
agreed to a "high-low" settlement
plan in which plaintiffs would be
guaranteed $100,000 if they lost the
suit at trial, but would get no more
than $1 million if they won.

The jury returned a $1 million
verdict for the plaintiffs. Thus,
Royal had to pay its $250,000 limits
and U.S. Fire had to pay $750,000.

U.S. Fire then sued Royal in U.S.
District Court for the Eastern Dis-

trict of Pennsylvania for $600,000,
the difference between the $750,000
it paid under the verdict and the
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Royal had agreed to the settlement.

directly liable because of negli-
gence in the settlement negotia-
tions and that Royal breached its
legal duty to Nordson to exercise
good faith in the negotiations.

The District Court jury agreed
that Royal acted in bad faith.

The Court of Appeals, however,
reversed that decision.

It first held that U.S. Fire had a

right to sue Royal for breach of
good faith because under the doc-
trine of "equitable subrogation"
U.S. Fire "stands in the shoes" of

the insured, which has a right to
sue an insurer for bad faith.

In a footnote, the court rejected
U.S. Fire's contention that it has a

direct cause of action against Royal.
"Fire has cited no Pennsylvania

cases creating such a direct duty
and no plausible legal or policy
basis for so doing," the court said.

The court also noted an insured

prove bad faith by "clear and con-
vincing" evidence. In the Nordson
case, the court said U.S. Fire failed
to present clear and convincing
evidence that Royal breached its
duty of good faith or breached an
affirmative duty to explore settle-
ment possibilities.

"Fire contends that Royal was
obligated to offer $400,000, the
amount the trial judge thought
would settle the case," the court
said. "However, in no way can
Royal's refusal to offer that amount
be said to have contributed to the

loss ultimately suffered by Fire, be-
cause Royal has proven conclusi-
vely. .that an offer of $400,000
would have been rejected by the
plaintiffs.

"Moreover, Royal demonstrated
throughout the trial a willingness
to explore settlement possibilities,"
the court added.

"I think the case is extremely sig-
nificant," said Stephen Cozen, who
represented Royal.
Mr. Cozen, of the Philadelphia firm
of Cozen, Begier and O'Connor,
emphasized that the court's deci-
sion said that there was no basis in

Pennsylvania law or policy to put
an excess insurer in a better posi-
tion than the insured. If the insured

has to prove bad faith on the part of
the primary insurer, so should the
excess insurer, he said.

U.S. Fire argued the primary in-
surer owed a "direct duty" to the
excess insurer and the excess in-

surer can prove bad faith by show-
ing negligence.

"We said they've got to prove bad
faith," Mr. Cozen added.

The case is important because it
clearly establishes "the standard to
judge a carrier's performance in a
bad-faith situation," said another
source close to the case.

To prove a primary insurer acted
in bad faith, it must be proved it
willfully chose to avoid a proper
settlement, the source said.

James M. MeEldrew, who repre-
sents U.S. Fire, also agreed the ap-
pellate decision was of "utmost im-
portance for the insurance indus-
try." But, he maintained the ap-
peals court should not have over-
turned the District Court jury.

He said the court in effect

reweighed the evidence on the ex-
istence of a $400,000 settlement
offer presented before the District
Court, which was not its proper
function.

He also said the court applied the
wrong standard of bad faith. He
said the standard is a "preponder-
ance of the evidence," not "clear

and convincing" evidence.
He said if the appellate decision

is upheld, primary insurers will
more often take a chance on win-

ning a case, exposing excess insur-
ers to millions of dollars in losses

when such cases are lost. .
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 comings & goings: buyers
Stangle named risk manager
at Anderson, Clayton & Co.

Patrick J. Stangle, 34, has been
promoted to manager of corporate
risk for Anderson, Clayton & Co. in
Houston. In this position, Mr. Stan-
gle is responsible for the company's
property/casualty insurance cover-
age, claims administration, loss
control and loss funding. In addi-
tion, he will supervise the foreign
risk management programs. He re-
ports to Brad Hintz, vp and trea-
surer, and replaces Ken Hall, who
left the company. Previously, Mr,
Stangle was assistant risk manager
that position is temporarily vacant.
Mr. Stangle received a bachelor of
science degree from Central Cin-
necticut State University in 1975

In one month,
for one case,

we saved one company
$23 000 in health care costs.

Take one minute to find out

-hat we can do for you.
Call 1-800-345 -UHCS:

You'll be speaki ng with Dorothy
Endres, Director of Insurance Programs
at Upjohn HealthCare Servicese You'll
receive valuable information on: cost

containment, incorporating home care
benefits into your current or future
programs, and administering your cur-
rent home care benefits. All this from

America's leading provider of alterna-
tive care.

With years of experience and more
than 300 service offices nationwide at

her disposal, Ms. Endres is uniquely
qualified to explore health care

HM-7404 ©1985 Upjohn HealthCare Services, Inc.

alternatives that could save your com-
pany money.

Call today (between 8 a.m. and 4 p.m.
EST), or write Dorothy Endres at Upjohn
HealthCare Services, 2605 E. Kilgore
Road, Kalamazoo, Michigan 49002-1897.
A division of The Upjohn Company.
*in Michigan and Canada, call collect
616/342-7133.

-r

UPJOHN
HEALTHCARE
SERVICES®

and an associate degree in risk
management from the Insur-
ance Institute of America in

1982. He is currently studying
for a master's in business ad-

ministration at the University
of St. Thomas.

***

Debra DeCray has joined
Nu-Med Medical Inc. in En-

cino, Calif., as insurance ana-
lyst. In this newly created po-
sition, Ms. DeCray is responsi-
ble for designing and review-
ing the company's insurance
policies. In addition, she will
be responsible for workers
compensation and claims ad-
ministration and will assist in

designing loss control and
safety programs. Previously,
Ms. DeCray was account exec-
utive in the risk management
department of American In-
ternational Group Inc.'s Los
Angeles office. She is cur-
rently studying for the Associ-
ate in Risk Management desig-
nation.

***

Mimi Podwell, 44, is the
new assistant director of per-
sonnel for the Interfaith Medi- :

cal Center in Brooklyn, N.Y. 
In this newly created position,
Ms. Podwell is responsible for
coordinating and implement-
ing employee benefits and
workers compensation pro-
grams. She reports to Rosita
Benson, administrator of per-
sonnel services. Previously,
Ms. Podwell was assistant

director of corporate affairs
for Belding Heminway Co.
Inc. in New York. She re-
ceived a bachelor of arts de-

gree in human resource man-
agement and development
from the New School for So-

cial Research in New York in

1981 and is currently studying
for a master of arts designation
in the same field at the New
School.

***

Barbara L. Allen is the

new assistant vp/director of
human resources at RFC In- ,

termediaries Inc. in Los An- '

geles. In this position, Ms.
Allen is responsible for all
human resources functions, in-
cluding the purchase of em- ,
ployee benefits insurance pro- ,
grams, benefits administration ,
and workers compensation. 4
She reports to Pavittar Safir,
senior vp/administration and
replaces Robyn Lang, who is
now assistant vp/manager of
human resources at Johnson &

Higgins in Los Angeles. Pre-
viously, Ms. Allen was assis-
tant vp and personnel director
of Security Life of Denver in
Denver.

.

We'd like to report on staff
changes in your company's Tisk
management, safety or employee
benefits department. Just drop a
note to Diane Kastiel, Business
Insurance, 740 N. Rush St., Chi-
cago, Ill. 60611, or call 312-649-

5393. Please send a photograph,
too.

Group life increases

WASHINGTON-Group 
life insurance in force in the
United States reached an esti-

mated $2.4 billion at the end of
1984, according to the Ameri-
can Council of Life Insurance.

That is about 9% higher than
the $2.2 billion in 1983 and
about 190% higher than the
$827 million in in 1974. .

.-
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Marketing's Magic Kingdom
Panel tackles

bank/ agent deals
By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-Agents attend-
ing the Insurance Marketing Services national
convention here will have a lot to think about,
after a panel of four insurance agents discussed
strategies for forming joint ventures with financial
institutions.

No shots were fired, but several eyebrows were
raised by what the agents had to say. Bank entry
into the insurance business prompts anger and op-
position from many agents and brokers. But, these
panelists at the IMS convention have found ways
to include agents in the banking industry's game
plan.

The panel moderator was Ken L. Williams, pres-
ident of both Alabama Insur-
ance Exchange, an independent
agency in Birmingham, Ala.,

, and Banclines Programs Inc., a
/19 F; -. Birmingham consulting firm

that arranges ventures between

tw=,.0 afBZ %: fancial institutions
"We hear an awful lot of ad-

121*_] lieve that this controversy
verse press leading people to be-

Mr. Williams (bank/insurance ventures) is
not going to happen," Mr. Wil-

liams told the agents. "They would lead us to be-
lieve chat due to current bank problems, 'Humpty
Dumpty' is going to fall.

"I subscribe to the theory that (financial institu-
tions) are already in insurance, and more are get-
ting in it every day," Mr. Williams said.

He said that agents have two choices:
• They can recognize banks, savings and loans,

and credit unions as providing an opportunity, and
find a way to work with them.

0 They can recognize these entities as the com-
petition, and be prepared to do something about it.

Mr. Williams suggested that agents read bank
trade magazines to learn about the viewpoint of
financial institutions. He said these magazines are
filled with articles about insurance/bank deals.

Mr. Williams said banks and other financial in-
stitutions have three things to offer agents: a cus-
tomer base with demographic information; credi-
bility. and a premium collection mechanism al-
ready in place. But, he added, financial institutions
lack the necessary knowledge of the product or the
marketing know-how to sell insurance.

"Banks must have help from the insurance fra-
ternity," he said. "They will either get it voluntar-
ily or steal it from you."

A primary goal of financial institutions in form-
ing a venture with an agent, he added, is to gen-
erate income from the rental of space, if they can
avoid financial risks, regulatory conflicts and cus-
tomer alienation.

Mr. Williams said that, for astute agents, "Banks
are nothing more than a lead development sys-
tem." Agents can find a wealth of new business
leads in a financial institution's customer lists, he
said.

The next panelist was Bill Craddock Jr., presi-
dent of Craddock Co. in Memphis, Tenn. Mr. Crad-
dock's agency is now selling Aetna Life & Casualty
Co. insurance products through Memphis branches
of First Tennessee Bancorp.

Mr. Craddock said that when he was considering
forming a venture with a financial institution, he
negot.ated with the banks before talking to any
insurance companies. After deciding on the bank
with which he wanted to do business, Mr. Crad-
dock talked to five insurers before choosing Aetna.

In Mr. Cradelock's arrangement, First Tennessee
Bancorp provides the customer list and the office

j 1

ARE tD

location, and Aetna provides the products and sup
port.

Craddock Co. pays the bank for the customer list
and rents space in the branches' lobbies. Under the
rental agreement, the bank receives a percentage

of the premiums produced by
4 4 Craddock Co.

The agreement follows regu-
lations set by the state attorney
general, which require an
"arms-length separation" be-
tween the bank and agency;
limit the use of the bank's name
in Craddock promotional ma-
terial to telling the location of
the agency; and prohibit any po-

Mr. Craddock tential tie-ins between insur-

ance sold by Craddock and
credit offered by the bank.

Craddock Co. also purchased the bank's cus-
tomer list, which Mr. Craddock says it has been
"laundering" to eliminate cross-references and
limit the names to one per household.

The agency has just finished organizing and en-
tering the names on its computer, he said. The
agency managed to compile phone numbers for
more than half the households to use in its tele-
marketing efforts, and it has just launched its first
target market direct-mail program.

Some of the Aetna products sold through the
venture are available to bank customers for re-
duced rates, Mr. Craddock said, explaining that
several factors contribute to the rate reduction.

First, the agency can provide Aetna with a high
volume of business because of the number of First
Tennessee Bancorp customers it reaches. Mr. Crad-
dock said that the laundered customer list repre-
sents 550,000 households.

Continued on nezt page
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IMS convention draws 1,200
WALT DISNEY WORLD, Fla.-Walt Disney World sparks the imag-

ination. And, in keeping with that image, ideas abounded at Insurance
Marketing Services' 12th national convention, held in the Disney Con-
temporary Resort Hotel March 31 to April 2.

Agency marketing and management were the focus of the 21/-day
convention, sponsored by the Santa Monica, Calif., consulting firm.

A total of 1,200 people attended the convention, making it one of the
largest agent conventions in the country. Attendees included exhibitors,
speakers, guests and about 700 IMS members.

For those who arrived early, IMS offered computer workshops March
28-29. Preceding the welcoming reception March 30, IMS held an all-
day consumer behavior seminar conducted by Roger Blackwell, profes•
sor of marketing at Ohio State University.

Topics covered in the 20 convention sessions included agency/bank
arrangements; how to set up a direct mail and telemarketing depart-
ment; agency cluster arrangements; how to develop an agency five-year
growth plan; when to buy, sell or merge an agency; life insurance and
financial planning for the property/casualty agent; target marketing
tips; and other marketing and agency management issues.

Insurance Marketing Services has approximately 5,000 agent, broker
and insurance company members in the United States and Canada. The
consulting firm employs 60 people in management, sales, newsletter
writing, accounting, computer programming and seminar planning.

IMS sponsors about 170 marketing seminars annually in up to 20
cities throughout the United States.

Services IMS provides as part of its membership include a weekly
newsletter; two marketing plan manuals updated bimonthly; bimonthly
Trendfact tapes on marketing issues; access to IMS Underwriting Man-
agers, a managing general agency representing more than 20 insurers;
and discounts on IMS products, conventions and seminars.

For a fee to members and other agents, the company also offers per-
sonalized personal lines, commercial lines and two specialty lines news-
letters for agents to distribute to clients and prospects; software; an
electronic daily news service; and an electronic insurance exchange.
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Joining with banks is profitable: Agency
By LINDA J. COLLINS 1 cash "upset fee," Mr Doyle said He said the upset fee is 1 75

'Bankers view the combination of banks times the previous 12 months' commissions
WALT DISNEY WORLD, Fla -In response to the entry of All of these terms are negotiated up front and Included mand insurance as a natural synergisticfinancial institutions into the insurance industry, a Baltimore the contract, he said

agency has decided, if you can't beat 'em, Join 'em action. Agents do not,' says Dennis "This is important," he stressed "At the end of the five
The Charter Corp reports that approximately 20% of its years, you don't want to start negotiating buy-out terms "

business is through arrangements with financial institutions Doyle, executive vp and chief operating And, the agency officials said, they are seeing some changes
"Bankers view the combination of banks and insurance asa

officer of Charter Corp. in the type of business they do
natural synergistic action Agents do not," said Dennis Doyle, Mr Schmidt said that Charter Corp originally planned to
executive vp and chief operating officer of Charter Corp He sell mostly property/casualty coverages through the paper
said his agency currently has contractual arrangements with agencies But now, he said, they are finding that the sale of
nine banks or savings and loans and one maJor Realtor in financial institution's paper agency 41/2 years ago, Mr Doyle "annuities and universal life products is where the profits
Maryland said The arrangement was so successful for both parties that are "

Mr Doyle and Hamilton Schmidt, Charter Corp's senior vp "other banks and savings and loans asked us to do the same "By 1990 the trends will change completely, and homeown-
and chief marketing officer, discussed how to form a profit- thing," he said ers and auto policies will be ancillary sales," he said
able relationship with a financial institution at Insurance Charter Corp 's contractual arrangement with these finan- He noted that between October 1984 and March 1985, the
Marketing Services' 12th national convention cial institutions is for an initial five-year term, which can be Charter Corp has realized $50,000 in commission income in

Mr Doyle noted that Maryland law permits these affilia- renewed at the option of either party Contracts can be can- universal life coverages
tions between insurers and financial service institutions He celed only.n the case of such "dread diseases" as bankruptcy, Mr Schmidt said that Charter initially tries to develop an
stressed that agents should be very familiar with federal regu- said Mr Doyle understanding with the financial institution that Charter
lations and with the laws of their own state before entering Accounts developed within the paper agency belcng to the needs to work with the institution's customer bases
any such venture bank rather than to Charter Corp , Mr Doyle pointed out, and For example, if the institution has 2,000 customers with cer-

Mr Doyle and Mr Schmidt said that, in their agreements the agency information is "kept confidential by both parties " tificates of deposit of $50,000, Charter will mail a letter on the
with financial institutions-primarily savings and loans-the In "labor intensive" property/casualty lines, Charter Corp paper agency's letterhead requesting that the customers drop
financial institution forms a "paper agency." which is com- takes 70% of the profit and the financial institution gets 30% by the branch and see how much more they could earn for
pletely managed by Charter Corp The paper agency is owned In other lines that require fewer hours on the part of agents to their dollars with an annuity
by the financial institution, but Charter Corp controls all the sell and service-like annuities-the Split is reve-sed, Mr "They need only to fill out a one-sheet application, and it'S
agency functions, including sales and marketing, servicing of Doyle said off," Mr Schmidt explained This is not a labor intensive sale,
business and signing of contracts with insurance companies If the bank chooses not to renew the initial five-year con- and lt represents "bigger assets than do property/casualty

To stress the potential that exists for other agents to make tract when it expires, it can sell the business to Chazter Corp products "
such arrangements with financial institutions, Mr Doyle at 11/2 times its annual commissions, paid over fi,re years Mr Schmidt stressed when the agency is working with such
pointed out that 30,000 financial service organizations are Charter Corp lS obligated to purchase the business financial services products, producers are told to keep in mind
"chasing the same consumer dollars " If the bank does not want to sell the business, but does not that customers are investing their savings

Charter Corp signed its first management contract with a want to continue the relationship, it must pay Charter Corp a "You must go with conservative carriers," he urged .

Panel tackles issue of agent/bank agreements
Marketing methodsContinued from previous page bank statements, direct mail, tele- banks or savings and loans, said

And, Craddock's bank/agency marketing, setting up an office in that while his agency's arrange-
operations are highly automated, bank branches and traditional ments are similar to the arrange-
which reduces the insurer's pro- media advertising ment made by Mr Craddock, must change: Expert
cessing time "Statement stuffers are crude, there are major differences (see

Finally, Aetna pays Craddock but inexpensive," Mr Craddock story, above) By LINDA J. COLLINSCo a lower commission rate than said For instance, Maryland savings
that paid under the traditional in- "Direct mail is the most effective and loans are permitted to own WALT DISNEY WORLD, Fla -Independent agents must find
dependent agent contract in tracking market penetration," agencies, while in Tennessee only more cost-effective ways of selling their products if they want to

The reduced rates available on he added the leasing of space in banks is per- survive m an mcreasingly competitive marketplace, an insurance
some products and the convenience Mr Craddock said telemarketing mitted, and only under the specific marketing consultant says
of being able to buy insurance is very important to this type of guidelines Since a number of changes are occurring in the insurance indus-
products at the bank are the prinel- venture, and his agency currently Mr Doyle said that, in Charter try. including the entry of new players, Independent agents should
pal benefits of the arrangement for employs between 20 and 25 tele- Corp 's arrangements with finan- take a long, hard look at how they fit into the new game plan, said
bank customers, Mr Craddock marketers cial institutions, the financial insti- George Nordhaus, president of Insurance Marketing Services, a
said Placing an agency desk in a bank tution forms a "paper agency " Santa Monica, Calif.-based agency marketing organization

The benefits to the bank, he said, branch is most useful in total ac- Charter then so- Mr Nordhaus made his remarks in the keynote
include the ability to provide new count selling and in the sale of life licits business, address at IMS's 12th national convention, March -11
products for existing customers, at- insurance products, he said operates and ser- 30 to April 2 in Walt Disney World
tract new customers and gain a fee Craddock Co 's sales personnel
income from the rental agreement include telemarketers, licensed agency through new competitors in the insurance business, mcludmg
with the agency agency representatives who handle

vices each paper He explamed that Independent agents now have  ..,*

a service con- retail merchandisers and financial institutions.
Offering new products to existing phone calls and licensed producers tract agreernent At the same time, agents are finding changes in a ,'16 =,Ii-customers is important to the bank in the banks The two entities the relationships and contracts they once had m ,u

because it helps lt retain these cus- Products sold through the Crad- split the com- with their traditional agency companies, he said I-151... 1
tomers, according to Mr Craddock dock bank venture include auto, missions gen- And, several direct-writing companies are

He said financial institutions are homeowners, special risk, univer- erated by the breaking with tradition and forming relationships Ed X-
interested in making business ar- sal life and mortgage insurance, Mr. Schmidt paper agency, with independent agents, or expressing an inter- Mr. Nordaus
rangements with agencies that can and Individual Retirement Ac- the commission est in doing so
offer size, management commit- counts split varies according to the prod- "Insurance companies are very simply mechanisms designed to
ment and an aggressive growth Customers can pay premiums uct sell a product They will sell it in any way they can," Mr Nordhaus

44strategy through automatic checking, credit It is important to tie up a whole stressed, in defense of the insurers
Several insurers are interested ln card or savings withdrawals, range of products Otherwise the The most successful insurance marketing currently lS being done

arrangements between agents and through special accounts, or as ad- margins aren't there, when you by flexible distribution channels, such as agency-bank arrangements
financial institutions, Mr Crad- ditional charges to mortgage or in- have to split commissions, to make and retail outlets that offer insurance and consumer goods

dock said, but he stallment loans the proposition worthwhile," Mr He said these channels succeed because they offer the "four Cs"r---U--
cautioned that And, Mr Craddock pointed out, Doyle said convenience, a customer base, credibility and a collection mecha-
agents should se- "The errors and omissions exposure He said that Charter Corp has nisnn

lect an insurer to agents is much lower through agreements with several financial Mr Nordhaus said agents, faced with the new competitors and a
with strong fi- automatic transfer of funds, be- institutions, but the agency has one growing high-tech approach to insurance sales, are wondering, "Is
nancial reserves cause you are dealing with a con- person in charge of all ltS business one-on-one selling still a factor?
and a broad tinuous policy " with financial institutions "We "The answer had better be yes, or else we are going to have to

AliQIW product selec- Agents should not expect such a can't have people dealing with change our way of distribution," he said

 oftion venture to pay off for at least 18 to three or four managers," Mr Doyle For example, he said, if the banking industry is further deregu-
The "market- 24 months, because it takes that explained lated and agents become direct competitors with banks, an agent's

ing mosaic' long to get the operation up and Hamilton Schmidt, Charter personal relationship with clients will be even more crucial
Mr. Doyle the bank/agency running, according to Mr Crad- Corp's senior vp and chief market- He referred to a survey in Connecticut in which 54% of the re-

arrangement is dock ing officer, said that when an spondents said they would trust a banker's advice, while only 5%
comprised of a delicate balance of "It really won't make any money agency approaches a financial in- said they would trust an insurance agent's advice
marketing techniques, products for the first two years It represents stitution to negotiate a bank ven- But, he said, the responses changed significantly in favor of the
and customers, according to Mr a long-term venture for all parties," ture, the agent should "tell (bank) agent when those surveyed were asked if they would trust their ownCraddock he said management up front that (the agent's advice

The first marketing considera- Mr Craddock said a successful agency) will be creating an oppor- Some effective marketing methods for agents include
tion the bank agency faces is to bank/agency venture requires a fa- tunity to bring more income to • Seminar selling, in which an agency conducts seminars to ad-
"launder" the financial institution's vorable political and legal climate, their bottom line " dress the insurance needs of a specific group of consumers
customer list, eliminating duphca- having the commitment of a major Mr Schmidt said the agent • Target marketing to specific industries
tion, consolidating names by house- insurer, competitive pricing of should warn the financial institu • Purchasing lead lists that can be broken down demographicallyhold and clustering names by ac- products, a commitment from man- tion that there are some potential to reach a desireel clientele These lists are available from a variety
count type agement of the bank and agency, pitfalls, like complaints from cus- of vendors throughout the country

By segmenting markets from the and competency on the part of the tomers about being contacted by • Telephone sales
bank's customer list, the agency agency the agency • Constant contact with existing and prospective clientscan profile prospects and design Dennis Doyle, executive vp However, he said, the agent Mr Nordhaus said that in this new era, no agent will escape the
products that are best suited to and chief marketing officer of should assure the financial institu- emerging competition And, he said, agents should learn the basics oftheir needs Charter Corp , a Baltimore tion that if the agency's service is these marketing methods so they can compete effectivelyAgency marketing techniques agency that currently has con- up to par, there should be no com- /

Ignorance is a voluntary misfortune," he said
through banks include inserts in tractual arrangements with nine plaints .
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TO OWN AWIND FARM.

Or a railroad. An offshore drilling plat-
form. Or any other complex or unusual risk, for
that matter.

Because things happen.
And when, in the case of an electricity-

generating wind farm, what happens is calm
weather. the loss can be $6000 a clay

What's a wind farmer to do?
Or a railroad owner? An oil driller?
Count on Cal Union.

We can provide E&5 brokers with a quote
fast-usually in 24 hours.

More importantl¥ it will be the right quote.

California Union Insurance Company
a CIGNA company

Because our underwriters have the experi-
ence it takes to insure something as intangible
as the wind.

Or virtually any other risk.
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Advice to agents: Build on your strengths
By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-
Agents would do well to heed Sha-
kespeare's famous advice, "To
thine own self be true," a consul-
tant says.

"Build your agency the vay you
want it to be. . . .Try not :o ec,mmic
yourself to something you reany
don't believe in," Gary B. Holgate,
president of Holgate & Associates
Inc., a Fort Myers, Fla.-based
agency management consulting
firm, told agents attending Insur-
ance Marketing Services' 12th na-
tional convention.

He said agents are beirg bom-
barded by consultants and other
experts telling them they must
change their operations in Drder to
compete. It is true agents are facing

'Build your agency the way you want it to
be ....Try not to commit yourself to something

you really don't believe in,' advises Gary B.
Holgate, president of consultant Holgate &

Associates Inc. in Fort Myers, Fla.

new competition and they may
have to make adjustments, he said,
but they should not bse sight of
their goals and strengths in their
rush to modernize.

When agents do tls, they be-
come frustrated, Mr. Kolgate said,
and begin to stop doing the things
they do well.

He said his consulting firm has
adapted its operations :o allow for

an agency's individuality. He ex-
plained that in the past, he or his
associa:es recommended one course

of action to an agent seeking a
more-efficient operation. Now, he
said, if the agency is uncomfortable
with that suggestion, the consul-
tants work with the agent to find a
suggestion he can live with.

"Now we are tailoring our con-
sulting program to provide answers

Providing
Generations of

Service
Gregory & Appel has

been a family-owned,
full-service insurance

agency in Indianaolis
since 1884. For 50

of those 100 years,
CU Insurance has been

working together with
Gregory & Appet to provide Fred Gregory

their clients with the most up-to-date service
available. That tranition continues.

At CU, we've been perfecting our serv.ce,

John Appel

agents like," he said.
But, Mr. Holgate said, there are

several common problems plaguing
agencies, and agents should take
action to remedy them.

For example, he said agents have
a problem if:

• Their agency has a computer
with a word processing and/or a
razing function, and those functions
are not being used.

• They do not know how much
work comes into the agency and
how much is left uncompleted at
the end of the week.

• Their agency's personal lines
customer service representatives
are not obtaining at least twe ex-
piration dates per day from incom-
ing telephone calls.

• They are still dictating or
hand-writing letters and proposals

products and professionalism for
generations. We have kept up with trends,
technology and the changing needs
of agencies all over America.

We're proud of the success Gregory &
Appel has achieved and proud of the part

we've played in helping to make it one
of Indiana's premiere insurance agencies...

in business for over 100 years.
CU Insurance and Gregory & Appel. Together .

we've been providing generations of service.

Insurance
Commercial Union Insurance Companie.
One Beaccn Street

Boston, Messachusetts )2108
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for accounts generating less than
$10,000 in annual premium.

• Their agency has not consid-
ered automating policy issuance
and direct billing of small commer-
cial accounts.

• Their agency does not have a
financial and operational plan.

And, he said, agency principals
are making a serious mistake if
their producers are working on sal-
ary rather than on commission.

"This is the second-worst thing I
have ever seen in an agency," he
stressed. "The worst thing I've seen
is an unmanaged salaried producer.

"If a producer is on salary by
choice, he or she has no confidence
in his or her sales ability."

If employees are working on sal-
ary, Mr. Holgate recommended set-
ting up a work distribution center.

"Mail should be bundled in pack-
ages of 10," he said, and placed with
the supervisor so the employee can
only pick up additional work after
completing the last bundle, and the
supervisor can tell who is doing
how much work. This makes em-
ployees more accountable.

"With no accountability, you are
rewarding the bad performers by
giving more work to the best per-
formers," he explained.

Mr. Holgate also said employees
must know when they are eligible
for their next raise, what the raise
will be based on and the maximum

amount they will be able to make
in their current job or in other jobs
in the agency.

"The biggest complaint of em-
ployees is that they don't know
what is expected of them," he said.

Employees should know how
they can grow in their jobs or they
will be dissatisfied, he said. Dissat-
isfaction lowers performance levels
and causes turnover.

He added that money is the pri-
mary reason people work, and the
agency owes it to its employees to
"take the mystery out of money.
Let the people know how they can
earn their money," he urged.

Mr. Holgate said another major
problem agencies face is that "30%
to 40% of the time you pay employ-
ees for is wasted time. You must

eliminate wasted effort to improve
the productivity of employees."

Much of the wasted time is not
the fault of the employees, he ex-
plained, but is caused by poor office
procedures over which employees
have little or no control.

For example, he said, phone mes-
sages are a major time-waster.
"Messages are a mess-a very
costly mess. For every message
taken, it takes an average of 2,9
calls to get that person back.

"Messages cause extra work and
very upset customers. If you can get
your receptionist to answer the
phone properly you won't need to
take messages," he added. Calls
should be given to another avail-
able producer if at all possible.

Poor filing is another problem,
he said, if the agency employee
can't find the necessary file and has
to call a prospect or client back.

Producers often waste a cus-

tomer service representative's time
by getting incomplete information
from a client or prospect during
their visit, he noted.

"Producers should get complete
information for bound coverages
and not conne back to the agency
and turn the information they have
over to employees, who then have
to call back the person," he said.

All agencies should use target
marketing, he suggested, rather
than a shotgun approach.

By concentrating on particular
lines of business for which the
agency has already found an in-
surer, an agency can avoid having
to look around for an insurer.

"You can save yourselves a lot of
work internally," he said. •
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F RISING MEDICAL COSTS ARE
S GYOUR GROUP HEALTH SALES,

AS A PLAN THAT WORKS.

We call it Total Cost Management. And we put over 80
years of insurance experience plus a lot of good sound think-
ing into making it the most comprehensive and effective
program for cost containment yet devised.

I EFFECTIVE PLAN DESIGN. Innovative, sensibly
designed plans providing complete coverage while
minimizing expense.

I COST CONTAINMENT UNIT. Staffed by experts in audit-
ing, evaluating and negotiating large or unusual claims.

I P.A.C.E. MANAGEMENT REPORTS.

Up-to-the-minute monitoring reports to management
from our exclusive RA.C.E. system.

I HEALTH EDUCATION & LIFESTYLE PLANNING.

Programs designed to reduce claims by keeping employees
healthy

I MEDCARE. P.A.C.E based pre-admission certification
program.

A Jefferson-Pilot Company

d•

I CASE MANAGEMENT SYSTEM. Facilitating placement
of patients in most cost-efficient settings.

I MEICOST. Specializing in development and administration
of alternate health care delivery systems.

I MEDSELECT AND MEDREVIEW. Preferred Provider

Organization and Utilization Review Service.

Get all the facts. Contact a Pilot Regional Group
office or the Group Division, Pilot Life Insurance Company,
RO. Box 20727, Greensboro, NC 27420.

We're Pilot Life. A national leader in Group Insurance.
And proud of it.
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Telemarketing can ring up big profits: Expert
By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-

Agents can no longer rely on the
traditional sources of new business,
"relatives, referrals and renewals,"

a marketing expert says.
Instead, they should look to tele-

marketing, Lisa Fleishman, mar-
keting coordinator for Crowder In-
surance Inc. in Tampa, Fla., told
agents at Insurance Marketing Ser-
vice's 12th national convention.

The first step, Ms. Fleishman

said, is to establish a telemarketing
department. She said the depart-
ment's responsibilities should in-
clude determining a target market,
generating leads, getting the ex-
piration dates of prospects' existing
policies, setting appointments, di-
rect mail activities and reporting to
sales management.

Deciding what market to target
is an important first responsibility
of the department, she said, adding
that in the current competitive
marketplace, "the 'shotgun' ap-
proach to prospecting will become
far more expensive and ineffective

than in previous years."
The agency should begin its tar-

get marketing effort with a clear
understanding of the insurer's un-
derwriting concerns for that mar-
ket and should convey those con-
cerns to its staff, she said.

The agency should then establish
a minimum commission for each

commercial lines account to make

sure those accounts are profitable.
Before target marketing a new

product line, she suggested the
agency examine its potential cus-
tomers for leads, using its current
prospect base, its customer base,
company leads and lists purchased
through outside sources.

Ms. Fleishman gave agents a for-
mula for determining how many
leads the marketing coordinator
must pursue each week to set
enough new business appointments
for each producer.

First, she said, the agency must
list all its producers. Ms. Fleishman
said each full-time producer should
be able to handle six new business

appointments per week, part-time
producers can handle three ap-
pointments, and principals can
handle one. These figures should be
added together to determine the
total number of appointments the
marketing coordinator should
schedule each week.

Next, the agency should deter-
mine the marketing coordinator's
average rate of success at setting
appointments. The total number of

appointments needed should then
be divided by the success rate.

Ms. Fleishman said the average
coordinator has a success rate of

65%. So if, for example, the agency
has arrived at a target figure of 17
new business appointments per
week. it should divide 17 by 0.65,
the success rate. In this example,
the result is 26.15.

The marketing coordinator "will
not be able to use approximately
one half of the 'x-dates' (on) file for

any given month" for various rea-
sons, Ms. Fleishman said, so this
number should be doubled to get
the average number of expiration
dates needed to get the desired
number of appointments.

According to the example, the
marketing coordinator would need
52.3 expiration dates in order to
yield 17 actual appointments.

Ms. Fleishman said this figure
then should be divided by the mar-
keting coordinator's average rate of
success for obtaining expiration
dates from prospects-which is
usually 80%. So, in the example, the
agency should divide the 52.3 nec-
essary expiration dates by 0.80.
That comes to 65.38, or the number
of prospects that must be contacted
by the marketing coordinator each

week to obtain the necessary num-
ber of expiration dates.

She said this figure should again
be doubled, "because several of the

businesses (the marketing coord.-
nator) will be calling on will not
qualify as potential prospects."

The final figure reached is the
number of leads the agency must
generate each week to arrive at the
desired number of aIrpointments.

Ms. Fleishman said thar an

agency following this formula ac-
tually will get more than enough
leads, so it can target th= mos:-de-
sirable.

After the agency determines the
number of leads needed to schedule

enough prodicer appointments,
Ms. Fleishman said the agency
should check wizh a reliable mar-

keting source to see if en,ugh busi-

nesses ex.st in the agency's terri-
tory to Support its producers.

She said the agency should de-
termine the average percentage of
its appointments that result in
quotes. 'Fifty percent is a very re-
alistic and attainable goal."

Of the accounts that the agency
has targeted to quote, it should
strive to write approximately one-
third, Ms. Fleishman said.

Ms. Fleishman also gave sugges-
tions for calling prospects to obtain
expiration dates. She said the tele-
marketer should ask for the busi-
ness owner. If the owner cannot be

reached, the telemarketer should

speak tc the bookkeeper, she said,
because bookkeepers have insur-
ance information and will more

readily give out expiration dates.
The only information the tele-

marketer is after on the initial call,
she said, is the prospect's expiration
dates. But, the telemarketer should
ask prospects if they want a quote
from the agency. She said this
makes the prospects think they
have discouraged the telemarketer,
and they are more likely to give the
expiration dates to get the telemar-
keter off the phore.

The dates then can be filed in the

agency's computer, to be recalled
about 100 days beforehand.

Ms. Fleishman said: "After ob-

taining the x-date, every prospect
gets a letter thanking them for
their time and saying, 'Sorry we
couldn t help you now. We will be
in touch before your policies
renew. "

If the agency can't get the business
the first time the prospect's policies

come up for renewal, it should try
again the next year, she added.

She said that, to avoid burnout,
telemarketers should not make

calls for more than four to 41/2 hours

a day. She suggested the following
calling schedule:

• Monday: No calls. Prospects do
not want to be bothered on Mon-

days, she explained.
• Tuesday through Thursday:

Calls from 9:30 a.m. to 11:30 a.m.

and from 1:30 p.m. to 4 p.m.
• Friday: Calls from 9:30 a.m. to

11:30 a.m. Prospects should not be
bothered on Friday afternoons,
when they are preparing to leave
for the weekend, she said.

She said research has shown this

schedule is the most effective, both

for obtaining expiration dates and
for scheduling appointments. .

11
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Marketing called vital to agent survival
By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-

A successful marketing approach is
the key to the success of an inde-
pendent agency, a consultant says.

"The purpose of an agency is to
create and retain customers. This is

accomplished through marketing,"
Bill Keeler, executive vp of Insur-
ance Marketing Services in Santa
Monica, Calif., told agents at IMS's
12th annual convention.

He said direct writers, who have

been consistently gaining personal
lines market share from indepen-
dent agents, "will soon top out on
personal lines. To get new business,
they will turn to the commercial
lines 'mom and pop' shops" that
represent the bulk of many agen-
cies' business.

4

Mr. Keeler said the main advan-

tage these direct writers have oVer

independent agents is their image
in the minds of consumers, which
has been created and reinforced

through advertising. So, he said,
agents need a solid marketing cam-
paign to compete.

"Marketing is the thinking be-
hind the sale,' he said. "The main

objective of rnarketing is to sell
more products and to build a posi-
tive image in the marketplace."

He said the seven main ingre-
dients of a successful marketing
program are:

• Research.

• Product line evaluation.

• Advertising
• Direct mail.

• Telemarketing.
• Agency brochures.

• Sales discipline.
Research can be conducted

through focus groups, interviews
with clients or questionnaires, Mr.
Keeler said. The agency should col-
lect data on the needs of its custom-

ers and prospects, and then base its
marketing strategy on that re-
search.

"The object of everything we do
is to learn from the customer and to

make the product better."
Everyone at the agency should

be trained to find out what prod-
ucts the customers have and what

they think of the agency, he said.
Product line evaluation also is

essential, Mr. Keeler stressed.

"Put your products under a mi-
croscope and find out where you
want to be in a couple of years. You
must think in terms of, 'What prod-

ucts are out there and what should

I be marketing?"'
He suggested that an agency es-

tablish a formal, ongoing product
review system "to decide whether
to put more dollars behind a prod-
uct, or whether to leave a product
as is or even to consider dropping
an unsuccessful product."

And, he said the agency should
consider adding new products, like
life insurance products or financial
products such as Individual Retire-
ment Accounts or Keogh plans.

Advertising is crucial to the sue-
cess of a new or existing product,
Mr. Keeler sai#

"Keep in mind that your budget
will determine which media you
should use," he said. "Whatever

you choose, yom must be visible and
consistent, or else it is wasted."

Television advertising is expen-
sive, but it may be feasible, espe-
cially on a local basis, he said. Cable
television is good target marketing.

Possible print advertising media
include newspapers, the Yellow
Pages and billboards. Also, an
agency can target a specific indus-
try by advertising in trade publica-
tions, he said.

Radio advertising is good for tar-
get marketing, easy to produce and
inexpensive, he said.

"It doesn't need to cost anything
to produce a radio ad," he ex-
plained. "You can write a script,
and the announcer will read it."

Newsletters for clients and pros-
pects are also inexpensive and en-
hance the agency's image, he said.

With the possible exception of
radio scripts, Mr. Keeler advised
hiring professional advertising peo-
ple to design their programs.

And, he suggested, test out the
ads on the agency staff. If agents
find an ad offensive, "it probably
is," he said. "It doesn't have to be
complex-keep it simple."

Above all else, an advertising
campaign should be consistent,
both in its content and in the

agency's commitment to it, he said.
Direct mail and telemarketing

can be effective tools, especially
used together, he said.

Mr. Keeler suggested direct mail-
ings be sent once a month. Tele-
marketing makes direct mail three
to five times as effective, he said.

Direct-mail letters should be

simple and straightforward, not
gimmicky, Mr. Keeler said. And,
he said, "First-class mailings in-
crease the response level about 18
times. But, if you can't afford first
class, go bulk." Response cards also
increase returns, he added.

Brochures are an agency's calling
card, he said. "They set a tone and
look for everything else you
do. . .but less than one-half of the

agencies in the country have
them."

He said that brochures should

have a simple, clean design; crisp
copy that avoids the use of insur-
ance jargon; and a clean layout.
They should focus on the agency's
background and its principals, its
product line, its service and its phi-
losophy.

Color adds to the credibility of a
brochure, Mr. Keeler said, but they
should be subdued and coordin-

ated.

The final marketing area Mr.
Keeler discussed was sales disci-

pline. "First you have to pick the
right candidate (for the sales posi-
tion). Second, you must train him
or her properly," he advised.

"Third, you need to arm him or
her with the proper sales tools.
Fourth, and most important, you
must set up a definite sales system.
The last step is to review the sales
of each salesperson every month."

To give producers the proper
sales tools, an agency should pin-
point its specialty areas in commer-
cial lines and target prospects in
those lines, he said. Agencies also
must stress total-account selling, or
selling all a client's coverages, to
personal lines clients.

Sales training can be provided
in-house, through local schools or
association-sponsored prograrns, or
through seminars conducted by
outside organizations, he said.

Mr. Keeler said agencies should
separate sales from service, perhaps
through implementing a sales-cen-
ter concept. And, he said, they
should maintain a disciplined sales
force that submits weekly produc-
tion reports.

He also suggested principals meet
with sales staff at the beginning
and the end of each week.

"Remember, without a well-

thought-out marketing plan, many
organizations will flounder." .
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Expert details steps
in business planning

By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-
Setting up a successful business
plan is a two-step process, says
Kathleen Pasley, president of Mar-
ket Planning Group in Boston, an
agency marketing and planning
consultant.

She told agents at Insurance
Marketing Services' 12th national
convention that the first step is to
assess "where you are now,"

She said this entails "an over-
view of your agency's current situ-
ation," including analyzing costs
and productivity, interpreting fi-
nancial results and evaluating mar- i
ket and marketing performance.

"We're exlan{ling our memilershli] benefits
to hell you improve your hottomline."

William G. Bailey, CIC, Drvilen, New York
1984-85 PIA President
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We're actively expanding our tangible benefits with
emphasis on the kind of products and services you

need to maintain and improve your bottomline
profitability. Our agency computer system with

its unique marketing capabilities... our new
401(k) tax saving plan to help you and your

employees protect income for the future...
our Salespower Program with systems and
tools you need to attract, select, train, and

motivate your producer force... our enhanced
program of advertising tools and public

relations assistance to give you effective
ways to implement your marketing plan.

/I All these programs are but the beginning.
f PIA people across the country - our officers

and directors, our staff, our affiliate associa-
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to giving you added value from your associa-
tion - to giving you the competitive edge.
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Ms. Pasley said the measures of
productivity include commission
income per employee, commission
income per producer and commis-
sion income per principal. Costs are
measured through office and gen-
eral expenses and sales expenses.

She said agencies should an-
nually "make an objective com-
parison of your performance with
other agencies of a comparable
size," using data available from
consultants, the results of publicly
held brokers or surveys by the In-
dependent Insurance Agents of
America in New York or Rough
Notes Co. Inc. in Indianapolis.

The agency should use the latest
four years of balance sheets and in-
come statements to calculate its fi-

nancial ratios annually, she said.
The agency's actual ratios can

then be compared to benchmarks
established by outside entities, like
the agency's banker or accountant,
or Ms. Pasley's firm. Areas to ana-
lyze are liquidity, collections, lever-
age and profitability.

To evaluate its markets, an
agency should look at its trade area
objectively, identifying problems
and opportunities by compiling de-
mographic data on its area.

Marketing performance can be
measured through market share,
market growth, the available mix
of business and the average account
size. Markets should be evaluated

every two years, Ms. Pasley said.
After establishing where the

agency is, the next step is to deter-
mine where it wants to be within
the next five years, she said.

This involves setting sales goals,
making projections of necessary
personnel changes, evaluating in-
surers, and planning and imple-
menting target-marketing efforts.

"Convert your premium volume
goals into new account goals," Ms.
Pasley told agents.

She said the agency should de-
termine its five-year volume goal,
treating personal lines and com-
mercial lines separately. Then, the
agency should estimate how much
the average account size will grow
and apply its historical attrition
rate to arrive at a month-by-month
new-business goal.

These goals should be: "specific, 1
measurable, obtainable, deadlined,
and committed to writing."

The five-year goals should be ad-
justed annually, she added.

After establishing these goals,
the agency should assess its current
staff to determine if any changes 
are needed, Ms. Pasley said.She suggested time allocation 
charts be filled out by each em-
ployee, giving how much time they
spend servicing, selling and man-
aging; how much time they spend
with personal lines and commercial
lines; to whom they report and who
reports to them.

Using this information, the
agency should draw up an organi-
zational chart. Sales goals and in-
dustry benchmarks can help deter-
mine hiring needs for the next five
years. These goals should be up-
dated annually, Ms. Pasley said.

Agents should then annually
evaluate insurers, considering their
service, marketing support, prod-
ucts, compensation and the
agency's general opinion of them.

She said target marketing re-
quires determining prospects and
understanding the market.

"Know which are the growing
markets" and "each market seg-
ment's hot buttons," she urged,
adding the market situation should
be re-evaluated every two years.

She concluded, "Planning is a lit-
tle like diet and exercise. A lot of it
depends upon you. You get out of it
what you put into it." •



Clustering
strength in

By LINDA J. COLLINS

WALT DISNEY WORLD, Fla.-
Independent agents are finding
that, in these days of increased
competition, there is strength in
numbers, experts say.

Agencies operating on their own
are limited to their own resources.

But, the agency cluster concept lets
agents tap other resources without
losing much independence, an
agent and a lawyer involved in a
cluster arrangement agree.

In a cluster, several agencies
band together to deal with insurers
and to handle paper work, but each
retains its original ownership.

Cluster arrangements were dis-
cussed by William N. Anderson,
president, and Robert Moir, general
counsel of Total Insurance Services

Inc. in Pontiac, Mich., the centra-
lized servicing center for seven in-
dependent agencies. They spoke at
the recent Insurance Marketing
Services convention.

"Clustering and other (similar)
approaches are new ideas in the in-
dustry. They require changes. It is a
natural instinct of human beings to
resist change," Mr. Anderson said.

Mr. Moir added: "The distribu-

tion system is changing or has
changed, and those agents who re-
sist that change will go the way of
the milkman."

The number of insurers and in-

dependent agents will shrink in the
future, and those that remain "will
be tied together much more
closely," Mr. Anderson predicted.

' Mr. Anderson reminded agents
that in addition to other agents,
their competition includes direct
writers, financial institutions, bro-
kers and retailers.

And, he said, the relationship be-
tween independent agency com-
panies and independent agents has

 changed considerably. Some insur-
ers are now price-cutting, increas-
ing volume demands, requesting
higher contingencies and offering
thinner agency support programs.

"We smaller guys were in the
second tier, looking for a way to
avoid the (agency) disappearance
statistics," Mr. Anderson said, ex-
plaining TIS was founded by agents
looking for ways survive.

First, they examined some exist-
ing methods of consolidating an
agency's strength. But, they de-
cided acquisitions were too expen-
sive. Mergers were rejected because
some agents inevitably would lose
their autonomy in a merger.

They considered selling their
agencies, but decided against it be-

, cause "it was a buyer's market."
, And, they concluded that auto-

mation wasn't the answer because it

 wouldn't make them "big enough,fast enough."
, Finally, Mr. Anderson said, they

landed on the cluster concept.
He said a smaller agency can re-

alize several advantages by being
part of a cluster: Each agency re-
tains its book of business; each
agency can continue to produce
business in its own way; and the

1 agency owner is able to hire other
producers and buy other agencies.

The advantages of a centralized
servicing center, he said, include a
consolidated service staff, lower
operational expenses and group ad-
vertising capabilities.

Cluster members gain leverage
through volume, can attain higher
commission levels and can gain ac-
cess to more specialized products,
Mr. Anderson added.

But, he cautioned, there are some
disadvantages, including some loss
of independence and the fact that
more players slow down the deci-
sion-making process, he said.

"The meetings are time consum-

provides
numbers

ing, and since the cluster is a de-
mocracy rather than a dictatorship,
decision-making takes time."

Since forming the cluster, how-
ever, the agencies have reduced
their print costs, improved their
business balance and increased

their average commission level,
Mr. Anderson said.

All principals of the cluster
agencies are shareholders in the
corporate cluster. This requires a
shareholders' agreement.

In addition, all member agencies
have a service agreement with the
cluster corporation's service center.

Mr. Moir said TIS also has begun
offeting a a nationwide service to
help set up cluster arrangements. .
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Fidelity Bonding forGuards?
Most Guard Services Don't Carry It.

Most Clients Donl Require It.
Most Insurance Companies Don't Provide It.

• cire screened, once in awhile one ofNo matter how well guard candidates

them is accused of employee dishonesly. And if it
happens, General Uobililv Insurance does not cover
the loss!

FIDELITY BONDING by Brownyard is the
inexpensive woy to make certain that if a guard is
accused of dishonesly - the loss is covered! It pro-
vides peace of mind for the Security Manager, his
Company and the Guard Service.

It pays to bond your clients' employees. It
pays them to bond their guards. It pays to rely on
Brownyard for Q!! the protection they need. Tell your
client about Fidelity Bonding by Brownyard. Call us
toll free on our 800 number for full information.

WE PROTECT THE PROTECTORS

BROWNYARD
\BROTHERS

20 Fourth Avenue, Boy Shore, NY 11706
(800)645-5820 · (516)666-5050

True Cost Containment
from Union Central Life

For several years Union Central Life has been working to achieve true
cost containment for the small employer without just increasing deduc-
tibles and co-payments which add to the insured's financial burden.
We're proud to introduce a plan that we believe monitors and controls
hospital/physician care and charges without unduly penalizing the
insured. With this plan, the patient still retains the inherent American
right to choose both a hospital and a physician without penalty. Our
program, for groups of 10 or more employees, includes prehospital
review, presurgical review, planned discharge program, and large claim
case management.

For information, contact one of our local Group Sales Offices listed
below, or contact Group Marketing, RO. Box 179, Cincinnati, Ohio
45201 (513) 595-2372.
Group Sales Offices:

ATLANTA FLORIDA LOS ANGELES

(404) 951-9311 (305) 491-8851 (213) 385-2176

CINCINNATI HOUSTON NEW YORK

(513) 621-1330 (713) 659-8812 (212) 867-7767

DALLAS KANSAS CITY VIRGINIA

(214) 231-9888 (913) 831.1172 (804) 827-5800

Yt Union Central Life
The Union Central Life Insurance Company, Cincinnati, Ohio

Union Central Life is an 118-year-old mutual life and health insurance company, rated -A+ Excellent" by A.M. Best.
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,mimi*li 1AR, Boards or Breeds=
There's a Big
Gap In Their
General

Liability
Policy!

General liability policies exclide coverage for
animals in your client's care, custody & control. They
could find themselves facing a major negligence
lawsuit without proper insurance protection.

That's why Rhulen created "Care, Custody &
Control-Plus." lt's complete protection if an animal in
your client's care dies - or suffers a serious injury
- as a result of their possible negligence.

Don't leave your client wide open to financial
disaster. Call Rhulen todayl

#6/1 AGENCN.,NC.
EQUINE INSURANCE SPECIAUST

196 BROADWAY, MONTICELLO, NY 12701
Mary Heins, Brokerage Manager
(914) 794-8000 / (212) 924-1950

Call Toll Free Outside N.Y. State (800) 431 -1270

i a/bt info

• The National Assn. of Profes-

sional Insurance Agents has pub-
lished the eighth edition of "Tax
Problems Affecting the Operation
of Insurance Agents," a tax
manual designed to help insurance
agents understand IRS rules for
agencies. Topics include regula-
tions affecting Individual Retire-
ment Accounts, pension and profit-
sharing plans, agency sales and
purchases, tax shelters and deduc-
tions for agency business expenses.
The 62-page manual costs $5.95 per
copy, with quantity discounts-
available. Contact the PIA's Mar-

keting Department, 400 N. Wash-
ington St., Alexandria, Va. 22314;
703-836-9340.

• Results of a national study
conducted by Rough Notes CoxInc.
on the costs of running an insur-

If you're an Agent or Broker
whose client is a community antenna

television system -

CATV

Liability Insurance
isit an option-

ifs a must!
At a time when defense costs are soaring
and damages resulting from libel, slander,
defamation, and invasion of privacy or other
claims can be astronomical, your client simply
can't afford to be without CATV Liability
Insurance. /,68,28*

We specialize in it.
ils{«3,4··:d, 'b,j .t# S>j

. -r..to' ./ j 'g i
fl :r#,4«4 /SEABOARD

SEASOARD SURETY COMPANY
90 William Street, New York, N.Y. 10038

(212) 943-7440

OFFICES IN MAJOR U.S. CITIES AND IN LONDON

ance agency have been published
in a new book, "1985: What It
Costs." Data is presented for agen-
cies with $100,000 to more than $7
million in annual premium vol-
ume. Average income by coverage
line, expenses and profit are given
in each of the eight categories of
agency size. The study also gives
miscellaneous information like the

number of policies written, the
amount of direct billed business,
the breakdown of business by com-
panies and the number of full- and
part-time employees. Single copies
of the book are $15, and quantity
discounts are available. Order from
Rough Notes Co. Inc., 1200 N. Me-
ridian St., Indianapolis, Ind. 46204;
800-428-4384.

• The Independent Insurance
Agents & Brokers of California will
begin distributing a consumer
newsletter for personal lines cli-
ents to its members in June. The
newsletter will address issues af-

fecting California consumers, ae-
cording to the IIABC, and it will be
sent to members quarterly with the
association's own newsletter, The
Insider. Members can reproduce
the newsletter on their own letter-
head or order custom-printed
copies for a fee from the IIABC, 465
California St., Suite 600, San Fran-
cisco, Calif. 94104.

• A new "Nebraska State Li-

censing Supplement" has been
published by Pictorial Publishers to
provide information on the special-
ized sections of Nebraska's life,
accident and health, and prop-
erty/casualty insurance exami-
nations. The supplement concen-
trates only on the portion of the
exam unique to Nebraska, includ-
ing the most recent legislative
changes, and has been reviewed by
the Nebraska Department of Insur-
ance. It includes a sample examina-
tion and answer key. The 115-page
supplement is available for $8.50
plus $2.50 for shipping and han-
dling from Pictorial Publishers,
Department 410-8, 8081 Zionsville
Road, Box 68520, Indianapolis, Ind.
46268.

• A brochure entitled "Building
a Capital Base: A Guide to Personal
Financial Planning," is available
free from the International Assn.
for Financial Planning. The book-
let discusses the role of a financial

planner, the benefits of having a fi-
nancial plan, the educational facili-
ties for financial planning and
professional designations and li-
censes recognized in the financial
services industry. The brochure
also includes a glossary of financial
terms. For a copy, write IAFP,
Suite 120-C, 5775 Peachtree Dun-
woody Road N.E., Atlanta, Ga.
30342; 800-241-2148.

• A new booklet describes the
ulnsurance Services Office Inc.'s
New Commercial General Lia-
bility Program," including why
the program was designed as it was,
how the occurrence and claims-
made versions differ, and what
agents, brokers and buyers should
consider when choosing between
the two versions. Single copies are
available free from ISO, 175 Water
St., New York, N.Y. 10038. For in-
formation on quantity orders, call
212-487-7714.

• A new listing of the Insur-
ance Information Institute's
publications, covering books,
monographs, research reports, peri-
odicals, leaflets, educational publi-
cations, filmstrips, slides and mo-
tion pictures, including prices and
an order form, can be obtained by
sending a self-addressed, stamped
envelope to the III, Publications
Catalog, 110 William St., New
York, N.Y. 10038. •
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N.Y. bank, broker sign deal to sell insurance
NEW YORK-Marine Midland

Bank N.A. has contracted with a

newly formed New York-licensed
insurance broker, Mariner Group
Inc., giving Mariner exclusive
rights to market insurance products
to the bank's customers.

Under the terms of the arrange-
ment, Mariner Group is renting
space in some bank branches
throughout Marine Midland's
Rochester, N.Y., region. The lease
arrangement does not involve pay-
ing the bank a percentage of pre-
mium income.

Also, the brokerage is renting
Marine Midland's customer list.

Initially, agents will sell insur-
ance products directly only in Ma-
rine Midland branches in the Roch-

ester region. Direct-mail and
telemarketing efforts will be state-
wide. The bank has 292 branches

throughout New York.
Mariner Group will use direct

marketing, telemarketing and of-
fices at bank branches to reach Ma-
rine Midland's customers. The bro-

kerage firm will market personal
lines life, auto and property/casu-
alty insurance products. In addi-
tion, it will provide property/casu-
alty and group life and health in-
surance coverages for small
businesses.

Mariner Group will contract
directly with insurance companies.
The brokerage firm expects to em-
ploy 45 people initially.

According to Marine Midland,
the agreement between the bank
and Mariner Group "allows for the
possibility of" the broker offering
insurance products through Ma-
rine's correspondent banks.

Non-bank bank ruling
JACKSONVILLE, Fla.-A U.S.

District Court judge, in response to
a suit filed by the Independent
Bankers Assn. of America against
the U.S. Comptroller of the Cur-
rency C. Todd Conover, has issued
a preliminary injunction re-
straining the comptroller from
granting final approval for non-
bank banks.

The comptroller, however, was
not prohibited from issuing prelim-
inary approval for non-bank
banks.

Mr. Conover has appealed the
court decision. In his appeal, he is
attempting to limit the court's ac-
tion to non-bank bank applications
that are submitted in the state of

Florida only.
Judicial intervention was ini-

tiated by the IBA because no action
had been taken by Congress to
close the loophole that allows the
formation of non-bank banks,
which could sell insurance.

Non-bank banks are institutions

that can accept deposits or make
loans, but not both.

The judicial action, although
halting final approval of non-bank
bank applications, does not elimi-
nate the loophole.

In response to the injunction, the
Federal Reserve Board has decided

to stop approving applications from
bank holding companies for non-
bank banks, awaiting the outcome
of the appeal.

Applications from bank holding
companies go through the Federal
Reserve Board after being ap-
proved by the comptroller.

PIA targets courts
ALEXANDRIA, Va.-The Na-

tional Assn. of Professional Insur-

ance Agents has adopted a resolu-
tion that makes civil justice reform
a priority of the association.

The PIA is planning a public
awareness educational program
and a search for alternatives to

provide society with an efficient
and fair civil justice system.

To relate the association's con-

cern to the public, PIA President
William G. Bai:ey aired a 90-sec-
ond broadcast over the BizNet

cable television netv, cri in April,
telling the putlic of the urgent
need to reduce .osts, bo:h to busi-
nesses and insurers, of lengthy
legal battles and large :.vards. Mr.
Bailey emphasized that :hese costs
ultimately will be felt br the public
in the form of higher Insurance
premiums.

The message is scheduled to air
again this month.

U.S., U.K. brokers meet
WASHINGTON-Representa-

tives of the National Asan. of Insur-
ance Brokers, the British Insurance

Brokers Assn. and the Lloyd's In-

a/bt briefs

surance Brokers Committee met

recently to discuss issues facing
brokers worldwide

Key topics of discussion during
the meeting were current problems
with insurer solver.cy and the sta-e

of the environmental impairment
liability market.

Insurer plans growth
BASKING RIDGE, N. T.-Crum

& Forster Personal Insurance is en-

gaged in an aggressive expansicn
campaign. The insurer hopes to.n-
crease its premiums by up :0 33%
and appoint at least 400 new inde-
pendent insurance agencies nation-

wide by the end of 1985.
CFPI has implemented a number

of support programs to aid its inde-
pendent agency representatives in
,heir marketing efforts, such as tar-
get mailings, producer develop-
ment activities and specialized sell-
ing materials.

LIMRA study
HARTFORD, Conn.-A study

-ust released by the Life Insurance
Marketing and Research Assn.
shows that by the end of 1983, there
were approximately 255,000 full-
-ime agents deriving at least 50% of
-heir income from life insurance

sales.

This census was based on data re-

eeived from more than 300 LIMRA

member companies. Ordinary,

combination and multiple line ex-
elusive agents were included in the
survey.

PIA charity campaign
ALEXANDRIA, Va.-The Na-

tional Assn. of Professional Insur-

ance Agents., which has adopted
the Special Olympics as its official
charity, has launched a new public
relations program to increase the
involvement and visibility of its
members in the Special Olympics, a
program for handicapped people.

The public relations manual,
which includes sample press re-
leases, point of purchase displays,
audiovisual presentations and a
manual, is designed to help agents
become actively involved in the
Special Olympics program. .

How to improve your clients'
cash flow without gambling

on their insurance protection.
With the ever increasing costs of health insurance plans
txlay, employers are looking for alternatives to traditional
methods for funding them.

That's why State Mutual now offers the Cash Enhance-
nent Option (CEO). A minimum premium product designed
to reduce insurance costs and improve the cash flow of firms
with 100 300 lives. Unlike traditionally funded plans, the
CEO lets your clients:

fund claims on a pay-as-you-go basis, not in advance
use claim reserve liability funds throughout the duration

c f the agreement
substantially reduce premium taxes in most states
eliminate any margin for claim fluctuation from premium

Fully Insured Protection
Now, your clients can get the cash flow advantages of a self-
funded plan without gambling on an uncertain future. The
CEO offers the fully insured protection and services of a
traditionally funded plan including:

cumulative monthly and annual liability limits for pro-
tection from excessive claims, and for budgeting purposes

a specific stop-loss limit for large individual medical claims
• all claims processing, plus actuarial,underwriting,
dccountmg, legal and printing services

No CEO Deficit Recovery
!nd unlike many minimum premium plans, State Mutual has
eliminated deficit carry-forward on CEO funded coverages

and does not recover current year deficits from

"07 .AN_ non-CEO lines of coverage such as lifeinsurance.

 ',t If you would like to increase your odds
N(*/W of saving client health insurance dollars,

return the coupon below for a full description
Al"i*244*I/ of the CEO.

It's a bet you can count on.

Please rush me the details of your com- ,
prehensive Cash Enhancement Option. I

Name 1

Firm 1
Adriregs

| City State Zip 
 Attention Bruce B. Crawford, Vice President Group Marketing ,

State Mutual of America, Dept. D9-121
| 440 Lincoln Street, Worcester, MA 01605
---------------------1

MEMBER OFTH
State Mutual of America AMERICA

Worcester, MA 01605
--GROUP

Ideas worth quoting.



A one=time insertion

they'll see more than one time!
INSERTION ORDER # 85=0000

Insertion For: 1985 Directory of Corporate Buyers
of Insurance, Benefit Plans and Risk Management Services

Advertiser/Product/Service: YOU ... if your goal is to
reach the catalysts in the, commercial insurance marketplace
... the buying influentials!

Position: The BI Directory ... if you need a vehicle
which provides your advertising message with repeat
exposure. You can benefit from placing your products
and services before key decision-makers. Executives in
virtually every segment of the insurance marketplace
turn to this indispensable source book,
time after time after time.

Additional Information:
· The BI Directory lists almost 2,000 U.S. corporations - 400
more than last year. It provides information on size of
company, by number of employees and sales volume ... plus
an expanded list of executives by title: CFOs, vp's of finance,
treasurers, controllers; risk managers, analysts, managers of
safety and loss control; employee benefits managers,
directors of personnel and planning, directors of pension
planning, human resources and industrial relations;
corporate directors of insurance; claims managers; and more.

· The BI Directory features an index of companies ranked by
number of employees. Also included is a geographical index,
arranged by state.

Publishing Date:
AUGUST 1, 1985

Publication:

. business
msurance

Ad Closing Date:
MAY 31, 1985

New York: 220 E. 42 St., NY 10017 (212)210-0133
Chicago: 740 Rush St., IL 60611 (312)649-5276
Los Angeles: 6404 Wilshire, CA 90048 (213)651-3710



MAY 21. Unisex Insurance Legislation Brea
fast Panel in Chicago. sponsored by the insu
ance Distaff Executives Assn.: $14. Elaine Gamb
IDEA Breakfast Planning Committee. Chubb
Son. 222 S. Riverside Plaza. Chicago, Ill. 6060
454-4435.

MAY 21-22. The 1984 Life insurance Compan
Tax Changes-One Year Later seminar in Ne
York, sponsored by The College of Insurance: $49
for college sponsors: $550 for others. Ronn
Kranis. Professional Development Programs, Th
College of Insurance. One Insurance Plaza-10
Murray St.. New York, N.Y. 10007: 212-962-4111.

MAY 21-23. Industrial Fire School in Marinette
Wis., sponsored by Ansul Fire Protection: $650
Also. June 18-20, Aug. 6-8, Sept. 1749 and Oct
7-9, all in Marinette. Sara Lambrecht. Ansul Fir
Protection. 1 Stanton St. Marinette. Wis. 54143.

MAY 22-23. Fire Protection Systems workshop
in Reynoldsburg. Ohio, sponsored by Mead Loss
Control Consultants Inc.: $275. Registrar. Mead
Loss Control. Mead World Headquarters. Court-
house Plaza N.E., Dayton. Ohio 45463: 513-223-
1300.

MAY 22-24. Hull and P&I insurance course in
New york. sponsored by The World Trade Insti-
tute: $775: $730 for additional registrants from the
same company. Eunice Coleman, Program Man-
ager. The World Trade Institute, One World Trade
Center. 55W. New York. N.Y. 10048: 212-466-3170.

MAY 22-24. Michigan Society of Hospital Risk
Management annual meeting in Traverse City,
Mich.: free for members: $100 for non-members.
John Mucha. seminar chairperson, Henry Ford

Hospital, 2799 W. Grand Blvd.. Detroit. Mich.
48022: 313-876-2261.

MAY 23 Credit Enhancement Insurance work-
shop in Miami. sponsored by The Society of Char-
tered Property and Casualty Underwriters: $95 for
members: $120 for non-members. Coleen Mul-
hern. Society of CPCU. Kahler Hall. Providence
Road. Malvern, Pa. 19355: 215-251-2735.

May 23-24. Flexible Compensation 1985-Cafe-
teria and 401(k) plans conference in Washing-
ton. offered by the Employers Council on Flexible
Compensation; $375 for members; $525 for non-
members. ECFC. 1700 Pennsylvania Ave.. N.W.
Suite 600. Washington, D.C. 20006: 202-393-1728.

MAY 23-24. Perinatal Risk Management: Un-
derstanding and Preventing the Multimillion
Dollar Claim seminar in Philadelphia. sponsored
by the American Society for Hospital Risk Man-
agement and The Structured Settlements Co.: $175
for ASHRM members: $235 for non-members.
Also June 20-21 in Houston and Sept. 38-Oet. 1 in
San Francisco Registrar, American Hospital
Assn. Division of Education. 840 N. Lake Shore
Drive. Chicago. Ill. 6061 1: 312-280-6083.

MAY 28-31. Reinsurance Accounting & Fi-
nance for Cedents & Assumers seminar in Cro-
tonville. N.Y. sponsored by Robert W. Strain
Seminars Inc.: $1.245. Also Sept. 3-6 in Croton-
ville. Registrar. Strain Seminars Inc., P.O. Box
1000. Wingdale. N.Y. 12594: 914-832-9384.

MAY 30-31. Association Type Captives confer-
ence in Grand Cayman. Cayman islands. spon-
sored by the government of the Cayman islands:
prices range from $765 to $1.213. including regis-
tration and three nights of accommodations. Jae-
qui Mason. Cap:ive insurance Conference. Trans-
national Conference Centre. P.O. Box 69. Grand
Cayman. Cayman islands. British West Indies: 7-
4666. Telex 4216 transit.

JUNE 2-5. If)85 National Operations and Auto
mation conference in Dallas. sponsored by the
American Bankers Assn.: $555 for members: $735
for non-members. Registrar, ARA Banker Educa-
tion Network. 1120 Connecticut Ave.. N.W.,
Washington. D.C. 20036: 202-467-6738.

JUNE 2-5. 1985 Corporate Benefits Manage-
ment conference in Williamsburg, Va., sponsored
by the international Foundation of Employee
Benefit Plans; $500 for members: $575 for non-
members. Also Aug. 18-21 in Lake Tahoe. Nev.
Registrar. IFEBP. 18700 Bluemound_Road. P.O.

- Box 69. Brookfield. Wis. 53005-0069: 414-786.6700.

' JUNE 3 Michigan Surplus Lines Assn.'s edu-
eational seminar in Troy. Mich.: $30 for members:
$35 for non-members. Thomas Bloom. president.

1 Michigan Surplus Lines Assn.. P.O. Box 3701,
- Troy. Mich 48007-3701: 616-942-8000.

JUNE 3-4. Asset/Liability Management: Prof-
itability and Risk in a Time of Change confer-
ence in San Francisco. sponsored by Peat Mar-
wick and Darling & Associates: $675. Also July
22-23 in Boston. Registrar. Executive Education
Department. 810 Seventh Ave., 28th Floor. New
York. N.Y. 10019: 1-800-762-3932.

JUNE 4-6. Utilities Fire School in Marinette.
Wis.. sponsored by Ansul Fire Protection: $650.
Also. July 30-Aug. 1 and August 27-29. all in Ma-
rinette. Sara Lambrecht. Ansul Fire Protection. 1
Stanton St.. Marinette. Wis. 54143.

JUNE 6-7. Quantitative Techniques for Risk
Management seminar in Chicago. sponsored by
The College of Insurance; $495 for sponsoring par-
ticipants: $535 for all others. Also Oct. 34 in New
York. Registrar. Professional Development Pro-
grams Division, The College of Insurance. One in-
suranoe Plaza. 101 Murray St.. New York. N.Y.
10007: 212-962-4111.

JUNE 5-12. Risk Management '85, The Turning
Tide conference in San Diego, Calif.. sponsored
by the Public Risk & Insurance Management
Assn.: $400 for members. $325 for additional regis-
trants from same company: $450 for non-mem-
bers. $375 for additional registrants: $220 for
PRIMA government registrants: $320 for non-
member governments. Registrar. PRIMA. 1120 G

datebook

k- St. NW, Suite 707, Washington, D.C. 20005: 202-
r- 737-7556.

le.

& JUNE 10-14. Industrial Ventilation Fundamen-
6: tals course in Los Angeles. offered by the Univer-

sity of Southern California: $65). Registrar, Uni-
versity of Southern California: institute of Safet)
and Systems Management, Office of Extension

w and In-Service Programs, Los Angeles, Calif
5 90089-0021: 213-743-6523/6524.

ie

e

1

e

JUNE 10-14. Loss Control Management semi-
nar in Atlanta. sponsored by the International
Loss Control Institute; $695. Registrar. ILCI. P.0
Box 345, Loganville. Ga. 30249; 1-800-554-6001
404-466-2208.

JUNE 11-13. Petroleum/Chemical Fire School
in Marinette. Wis.. sponsored by Ansul Fire Pro-
tecticn: $650. Also. June 2+26, July 1648, Aug-
20-22, Sept. 10-12 and Oct 1-3, all in Marinette
Sara Lambrecht, Ansul Fire Protection, 1 Stanton.
St., Marinette, Wis. 54143.

The Datebook is compi/ed from notices sent tc
Business /nsurance. Notices should be sent at least
eight weeks in advance to Datebook, Business In-
surance, 740 N. Rush St., Chicago. IN. 6061 1. Busi-
ness insurance reserves the right to select meet-
ings of most interest to its readers and cannot
guarantee that notices will be printed.

Lost. 7»2
. .7 1 Business Insurance Editorial Index.

.

11 220 East 42nd Street, Mew York, MY 10017
And Found.'

| Please send me the following Index(es):1The Business Insurance Editorial Index helps you find the I Annual Index Only:facts you need quick/y/ , ___ _1981 _ 1982 _1983 -1984* Lists a// Business Insurance news and feature articles. 1 _ 1985 Full Index Service* Conveniently organized by subject, persons quoted  0 $150 each year, plus foreign postage.and companies mentioned. 1 PAYMENT MUST ACCOMPANY ORDER* 1985 Editorial Index service includes three quarterly - Visa _ Mastercard -Check Enclosedreports and a cumulative annual edition; 1981 I
thru 1984 Indexes available in I
hardbound annual editions. I Account u F¥p Date* You'll never again spend valuable time wading through
a pile of back copies to find what you're after!

* Only $ 150 per year.
Title

Find your way to the facts!
Send in the coupon now!

business in=ance
New York: 220 East 42nd St.. NY 10017 (212) 210-0137

 Signature
1 Name
1

1 Company
1

 Address
I City
1 Phone
1

State-Zip

$50 million
says we can cover

yourexcess
property risk.

Hartford Specialty has the capacity Hartford Specialty right now.We'reto cover excess property risks ready to write more business.up to $50 million. And we back
up that capacity with outstanding HARTFORD UYunderwriting, claims and loss
control services. So if you want to SPECIALTYJplace an excess property risk, call The insurance People of ITT 11!
Hartford Specialty Company. An affiliate of The Hartford Insurance Group. Hartford, Conn. 06115, Products and services:underwritiri and risk financing programs. Claim. loss control and captive services. Global marketing and worldwide coverages.

1/



32 / business insurance, May 6, 1985

New officers taking the helm of RIMS
NEW YORK-A slate of nine of-

ficers will join President P. Rich-
ard Hackenburg in guiding the
Risk & Insurance Management So-
ciety during the next year.

At the annual RIMS convention

last month in New Orleans, Mr.

Hackenburg was elected president
of the 35-year-
old group, the=bre. EfA
world's largest

I*, organization
;:z>.»*N dedicated to the
il l \Flll advancement of

-1 professionalism
IIWiL.- - in the field of

risk and insur-

ance manage-

- wn- ment (BI, April
Mr. Hackenburg 29)

"Our society
in the next year year, and the years
ahead, will require strong leader-
ship," Mr. Hackenburg said at the

conference.

*.82112.-; "Leadership to
: .. R* 0-- yrk : continue to plan

'*, and implement" L.fr,r. those plans.
12914// .6/. Leadership to
,?SZ ,, not be timid in
4, ., Ls,B changing direct-

.,- - · „ --/ 1» ions when such a
J 4i. change seems in-

-/ 1 *i dicated."
Mr. Mather Mr. Hacken-

burg is staff vp
and assistant treasurer-risk man-

agement and realty services at Al-
legheny International Inc. in Pitts-

Head injury
costs rising,
study shows

NEW YORK-Head injuries now
account for a smaller portion of all
workers compensation indemnity
claims, but they are becoming more
expensive and subject to longer du-
rations of benefits, a study shows.

"We found the percentage of
claims involving head injuries
dropped slightly, but steadily," said
David Appel, assistant vp with the
National Council on Compensation
Insurance, a New York-based rate-

making and research organization.
For example, head injuries ac-

counted for 3.9% of all indemnity
claims during 1983, compared with
4.27% of indemnity claims in 1980,
he said.

Claim information released in

the NCCI survey was gathered
from workers compensation claims
filed during 1980 through 1983 in
10 states, he noted.

The decline in the number of

head injuries can be attributed to
the economy's shift toward the ser-
vice jobs and away from manufac-
turing, he said.

"One wouldn't be surprised to
find that with the change in the
composition of the labor force,
there would also be a reduction in

workplace injuries associated with
(manufacturing)," he added.

But, while the incidence of head

injury claims is decreasing, medical
and indemnity costs and the dura-
tion of claims are rising.

The average medical cost for a
head injury jumped 70% during the
study period to $2,953, while other
workers compensation costs
averaged $1,927 per injury.

And, indemnity costs for head
injuries are also growing, Mr.
Appel said. The study shows the in-
demnity costs for head injuries has
increased to $5,100 in 1983 from
$3,179 in 1980, he said.

Durations for head injuries also
are increasing, he said. The average
duration rose to 13.6 weeks in 1983,

up from 8.8 weeks in 1980. At the
same time, duration of other tem-

porary total has stayed the same at
about 13.1 weeks, he added. .

'
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burgh.
Other members of the new exec-

utive board are:

• First vp: William L. Mather,
administrator of risk management
at The Gillette Co. in Boston.

• Vp-member affairs and secre-
tary: Arthur P. Bostwick, risk man-
ager at Stone Container Corp. in
Chicago.

• Vp-finance and treasurer:

<Y
*.·va L

Mr. Winans Mr. Houston

Ronald W. Stasch, corporate risk
manager at Federal Mogul Corp. in
Detroit.

• Vp-business and industry liai-
son: Ronald M. Winans, vp of the
administrative services group at
J.R. Simplot Co. in Boise, Idaho.

• Vp-education: Daniel W.
Houston, director of risk manage-
ment and insurance at NCR Corp.
in Dayton. Ohio.

Are

Employee
Health Care

Costs Giving
Your Clients a

Headache?

.

Ms. Hawkins

• Vp-research: Cheri J. Haw-
kins, assistant director of insurance

at Weyerhaeuser Co. in Tacoma,
Wash.

• Vp-conference: Woodrow B.
Anderson, operating vp-risk man-
agement at Federated Department
Stores Inc. in Cincinnati.

• Vp-governmental affairs:
Richard Heydinger, risk manage-
ment director at Hallmark Cards

52"

Mr. Anderson

1*

Mr. Heydinger
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Provident Mutual Group Sales and Pension Offices
Atlanta Suite 990, 211 Perimeter Center Parkway, Atlanta, GA 30346 (404) 393-1300 • Baltimore/Washington Suite 408,20
Columbia Corporate Center, 10420 Little Patuxent Parkway, Columbia, MD 21044 (301) 598-4800 • Chicago Area Su_e 240, 1100
Jorie Boulevard, Oak Brook, IL 60521 (312) 325-9222 • Dallas Suite 518, One Turtle Creek Village, Dallas, TX 75219 4214) 526-4350
• Detroit Area Suite 204, 26200 Lahser Road, Southfield, MI 48034 (313) 354-5850 • Greensboro P.O. Box 10400, Grzensboro, NC
27404 (919) 294-4240 • Houston Suite 102, 2121 Sage Road, Houston, TX 77056 (713) 621-7650 • Minneapolis Parkdale Plaza,
Suite 523 West, 1660 Highway 100 South, Minneapolis, MN 55416 (612) 546-8819 • 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) 759-0111
North &Central New Jersey Suite 301,600 South Avenue, Westfield, 19 07090 (201) 233-3400 •North California Suite 2475,

r. ..U

Alr. MacCorkle

Inc. in Kansas City, Mo.

• Vp-communiz:ations: Glenn A.
MacCorkle, whi is risk manager-
planning and adm.nistration at
United Technolog.es Corp. in Hart-
ford, Conn.

Many of the officers held cther
positions on the board during the
previous year. Mr Winans and Ms.
Hawkins were re-ele 2tcd to their

posts. •
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NYNEX says new plan will cut health costs
Continued frcm page 3
plan also has a health ma,ntenarce
organization opticn. In both pro-
grams, the more generous the ccv-
erage, the more expens.ve i. is

Under the mrrent, tradit.or.al
health care plan, employees pay
only a small percentage of medical
and dental eosss, and there is no de-

ductible for most E-ocedures.
For example the company pays

100% of hospital room and board
expenses, 95% ©f surgical expenses,
90% of charges for doctors' care
while The employee is in the hospi-
tal, 90% of emergency treatment in
a doc-or's office, and 80% of all

other expenses.
Deductibles of 3150 for incivid-

ual ccverage and $450 for f:mlly
coverage apply only to a few ex-
penses. such as outpatient psychiat-
ric treatmen:. prescription drugs

and private-duty nursing care.
The annual cut-of-pocket maxi-

mum is $1,150 per person, and
there is no lifetime maximum on

medical reimbursement for active

employees or retirees.
The traditional plan is identical

to the broadest-and most expen-
sive-of the three medical plans of-
fered through FlexPlus. The only
difference is thar post-retirement
medical benefits are capped at
$250,000 under FlexPlus.

The least-expensive FlexPlus op-
tion applies a $500 individual de-
ductible and a $1,000 family de-
ductible to all medical expenses. In
addition, :t requires employees to
pay 20% of ali expenses over the de-
ductible, up to an annual out-of-
pocket maximum of $1,500 for indi-
vidual coverage and $2,500 for fam-
ily coverage.

Although there is no lifetime cap
on reimbursement for active em-

ployees, a $250,000 maximum is ap-
plied to expenses incurred after the
employee retires.

The "mid-level" option applies a
$250 individual deductible and a
$500 family deductible co all medi-
cal expenses. After that, employees
must pay 80% of all expenses up to
out-of-pocket maximums of $1,000
for individual coverage and $2,000
for family coverage. This option
also has no lifetime maximum ben-

efit for active employees, but a
$250,000 lifetime cap for retirees.

In addition, NYNEX employees
have the option of entoiling in one
of more than 20 HMOs, and the
company says it is planning to add
more HMO options.

The company's current dental
plan requires employees to pay life-

time deductibles of $50 for individ-
ual coverage and $150 for family
coverage.

In addition to the deductible, em-
ployees pay expenses that exceed a
set schedule of charges for various
dental procedures. The plan pays
up to $750 per person, per year, for
all expenses except orthodontia.
The plan pays a lifetime maximum
of $1,000 for orthodontia.

The new dental program also
offers high-coverage, medium-cov-
erage and low-coverage options.

The low-coverage option pays
100% of routine examinations, X-

rays and cleanings, up to a maxi-
mum of $250 a year for each cov-
ered individual. All other charges
are paid by the employee.

The medium-coverage option
offers benefits and limits identical

to that of the current plan.

In this era of widespread concern over the
rising costs of health care, more and more
employers are seeking help in their efforts to
contain the costs of employee health programs.
Provident Mutual is pleased to be among the
first to offer a hospital review program
especially designed to help you assist your
clients in containing costs more effectively

The purpose of Provident Mutual's
Pre-Admission Certification/Continued
Stay Review (PAC/CSR) Program is both
simple and logical: to reduce claim costs
before they are incurred. Our PAC/CSR
Program is designed to help eliminate
unnecessary medical and hospital expenses -
without sacrificing the quality essential to
thorough, effective health care.

Our Pre-Admission Certification process
examines all potential hospitalizations to
ensure that only those that are truly necessary
occur. Through our Continued Stay Review,
your clients will be assured that the length
of each hospital stay is appropriate to the
diagnosis and treatment involved - and
that hospital room and board and other
miscellaneous expenses are kept reasonably
controlled.

Don't let your group clients suffer the nagging
pain of uncontrolled employee health care
costs. For effective relief - and a cost

containment prescription that will earn you
thanks - just call one of our Group Offices
listed below.

PROVIDENT MUTUAL
SECURITY THROUGH FINANCIAL SERVICES

120 Montgomery Street, San Francisco, CA 94104 (415) 392-5117 • Orlando 3444 McCrory Place, Commodore Building, Suite 131,
Orlando, FL 32803 (-305) 898.3511 • Philadelphia Suite 1506, Two Penn Center Plaza, Philadelphia, PA 19102 (215) 568-3930
• Richmond Suite 1116,700 Building, 700 E. Main Srreet, Richmond. a 23219 (804) 788-8141 • Southern California Suite 1510,
3250 Wilshire Boulevard, Los Angeles, CA 90010-1605 (213) 383-6000 • Mid-Atlantic Pension Office Suite 141,111 Presidential
Boulevard. Bala Cynwyd, PA 19004 (215) 667-5545• Midwest Pension Office Suite 240, 1100Jorie Boulevard, Oak Brook, IL 60521
(312) 325-9222 •.Northeast Pension Office Suite 700, 150 East 52nd Street, New York, NY 10022 (212) 759-0111 • Southern
Pension Office Suite 1105,212 5. Tryon Street. Charlotte, NC 28281 (704) 377-0563

The broadest-and most-expen-
sive-dental option also covers var-
ious dental procedures. Following
payment of the same deductibles in
the medium-option plan, the plan
pays expenses according to the
schedule of charges, or it pays 75%
of "reasonable and customary"
charges, whichever is greater.

In most cases, the plan reim-
bursement is greater under the
"reasonable and customary" pay-
ment schedule.

FlexPlus also offers life insur-

ance options identical to those of
the traditional plan. Employees re-
ceive company-paid life insurance
equal to their salary. In addition,
they may "buy" more life insur-
ance, equivalent to up to two times
their salary using their benefit dol-
lars.

A 401(k) savings plan also will be
introduced along with FlexPlus.
Employees will be able to contrib-
ute up to 16% of their annual salary
to their 401(k) accounts. They may
make the contributions on a pretax
basis, an aftertax basis, or a combi-
nation of the two.

And, the company will match the
first 6% of all employee contribu-
tions at a rate of 67 cents on the

dollar.

The company also has an-
nounced that employees who retire
before the plan's effective date will
be covered under the current, more

extensive, health care plan in re-
tirement; employees who retire
after that date will be covered

under the FlexPlus option they
choose.

The spokesman said that, al-
though the company is not looking
to reduce its employee population
by much, "(the announcement) will
accelerate retirement, and that is

not an altogether unwelcome phe-
nomenon."

It is not known how many em-
ployees have decided to retire as a
result of the plan changes, the
spokesman said.

The company's insurers under
FlexPlus remain the same as under

its traditional plan. In New York,
the Travelers Insurance Co. under-

writes the company's medical and
dental coverage, and Blue Cross of
Greater New York underwrites its

hospitalization coverage.
In New England, Blue Cross &

Blue Shield of Massachusetts un-

derwrites both the medical and

hospitalization coverage and the
Metropolitan Insurance Co. under-
writes the dental coverage.

The NYNEX vision care plan,
for which the employee does not
contribute to the premium, and the
company's pension plan are un-
changed and are not affected by
FlexPlus. .

Transit Casualty
shares distributed

LOS ANGELES-Beneficial

Standard Corp., which is in the
process of liquidating itself, has dis-
tributed 79% of its property/casu-
alty subsidiary, Transit Casualty
Co., to its shareholders as part of a
liquidating trust.

The remaining 21% ownership of
Transit Casualty was also distrib-
uted to shareholders as part of a
limited partner interest in Bene-
quity Holdings, a California real es-
tate limited partnership that will be
publicly traded, said a spokesman
for the firm.

In the meantime, said the spokes-
man, the firm is continuing its ef-
forts to sell Transit Casualty, which
has been on the selling block for
more than a year.

Once it is sold, he said, proceeds
will be distributed to Beneficial

stockholders.

Beneficial said that Wednesday
will be the last day its stock is
traded. .
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Continental Coverage Corporation Allendale names Carey
Underwriting Managers

12 Route 17 North, Paramus, NJ 07652
(201) 368-3777

Outside NJ (800) 526-9082
chief executive officer

Growing stronger with significant in-house property/

John J. Carey has been elected liability capacity A/A+ carriers

- Commercial packages chief execitive officer of Johnston, comings & goings: industry
R I -based Allendale Mutual Insur- 1

- Monoline property
ance Co and its subsidiaries Mr

- Commercial umbrellas
Carey, 56, succeeds George R. uitable in 1979 as director of f€deral phia Mr Caruso, who has been

- Products liability West, who remains chairman of legislation, is responsible for coor- with Reliance since 1975, most re-
DIRECT LONDON FACILITIES-IN-HOUSE the board dinating Equitable's federal gov- cently was assistant vp

Mr Carey joined Allendale In- ernment relations and managing John G. Di Liberto named...and-Commercial Trucking facilities.
surance, a Factory Mutual System the company's legislative offices in director of field claims operations
member, in 1979 as senior vp-ad- Washington at Utica Mutual Insurance Co in
mintstration A year later, he was James J. Cutro Jr. named se- New Hartford, NY, principal
named senior vp-regional opera- mor executive vp of Crum & For- member of the Utica National In-

Dependable Insurance Company, Inc. tions In 1981, he was promoted to ster Inc and Crum & Forster Corp surance Group Mr Di Liberto,
executive vp, and in 1982 he was in Mornstown, N J Mr Cutro, who who joined Utica National in 1983,

Rated A+ named president and chief operat- joined C&F in 1969 and most re- most recently was assistant vp
ing officer cently served as executive vF, will

We Can Help You Mr Carey Joined the Factory continue to be responsible fcr ad- Reinsurance
Mutual System in 1954 as a sales ministration in the areas of Infor-

With The Upcoming representative for Arkwright-Bos- mation services, personnel, real es- Richard W. Grabowski named

ton Manufacturers Mutual Insur- tate and corporate commu-lica- vp and branch manager of RFC In-TIGHT BOND MARKET
ance Co Before joining Allendale, tions termediaries Inc 's Hartford, Conn,
he worked for FM Insurance Co William E. Buckley Jr. named office Mr Grabowski, who Joined

Standard Rates on bonds up to $1,000,000 Ltd, the London-based interna- chairman and chief executive offi- RFC in 1983, will assume overall
tional subsidiary owned jointly by cer of U S Insurance Group, a unit responsibility for casualty/prop-
Allendale and two other FM mem- of Crum & Forster in M *riss erty facultative reinsurance

Name ber insurers Township, N J Mr Buckley, who Michael Mutascio named vp at
Other insurer changes: had been senior vp at USIG sue- Aneco Marketing Co Ltd in Phila-

Agency Phone
James W. Newman Jr. named ceeds William S. Price, who has delphia, a subsidiary of Bermuda-

Address vp for regulatory policies at been named executive vp-field op- based Aneco Risk Management
CIGNA Corp m Philadelphia Mr erations at Crum & Forster Corp Ltd Mr Mutascio formerly was a

City State 7'r Newman previously was senior vp Jack R. Powell named .,p in vp at American International
of policy development and research charge of liability claims at hdus- Group Inc

Mail this section to

for the American Insurance Assn trial Indemnity Co in San rran- Richard Di Clemente Joins
DEPENDABLE INSURANCE CO, INC in New York cisco, a Crum & Forster unit Mr Agnew International Inc in New

Bond Department William Carey Mattox named a Powell Joined Industrial Indemnity York as vp of domestic facultative
P 0 Box 1919 vp of The Equitable Life Assurance in 1976 operations

Carrollton, GA 30117 Society of the United States in New Michael R. Mitchell named vp- Jeffrey J. Hanson promoted to
York Mr Mattox, who Joined Eq- underwriting at Westchester Fire vp at H A Enan & Co Ltd m San

Insurance Co in Basking Ridge, Bruno, Calif Mr Hanson, who
N J , another Crum & Forster unit Joined the firm in 1980, will con-

CAYMAN ISLANDS Mr Mitchell, who Joined the com- tinue his administrative obligations
pany in 1983, previously was assis- for treaty technical accounting

ASSOCIATION TYPE CAPTIVE INSURANCE COMPANY SEMINAR tant vp-business development Thomas C. Painter named vp of
And, Amedee Freund named re- casualty underwnting at Sierra Re-

29TH, 3OTH AND 31ST MAY 1985 gional vp of Westchester Fire In- insurance Services Inc in San
surance Co in Lubbock, Texas Francisco, a subsidiary of Old Re-

Dennis Arnold Joined Los An- public International Corp
geles-based Transamerica Insur- Michael F. Gregorio Joins J LThe insurance market ts undergoing great Full programme details will be mailed to partic-
ante Co as senior vp and head of Kelley Inc Reinsurance Interme-changes Almost weekly we read of another mer- tpants during the first week of May This will in- the company's new specialty divi- diaries in Franklin Lakes, NJ,asger-another withdrawal or (less often) anotherli- clude notes concerning each speaker, his subject, sion Dante Vincente, who had vp

quidation speaking time aid in which question panel they been vp of underwriting, becomes a
The market is now more unpredictable than ever will participate This will enable delegates to ar- Transamerica senior vp And,
before Very few customers can be certain that range their own timetable in advance Elmo Aghabeg, who had ben un- Other suppliers
their renewals will proceed as smoothly in 1985 as Representatives from the Island-including Un- derwriting assistant vp, becomes vp Madeline S. Schneider named

of casualty underwriting Alsc pro- executive vp at Liaison Inc in Dal-they have over the last few years derwriting Managers-Accountants and Lawyers
moted from assistant vp ·vere las, a rehabilitation consulting or-As never before in the past decade, for very obvi. will be available for consultation throughout the Jerome Stone, to vp of casialty ganization Ms Schneider pre-

ous reasons, theopen insurance market Is Indicat- Conference claims, William Slothour, to dp of viously was vp
ing its determination to underwrite for profit property claims, and Willard Booke & Co, a Winston-Salem,

Basically, this can only be achieved by swingeing Airlines Heard, to vp of planning N C benefit consultant, has made

Thomas A. Mack named presi- several executive changes Sam L.rate increases on future renewals, and by charging
The national airline-Cayman Airways and the US dent of Employers Life Insurance Booke Jr., president, named chair-much higher premiums on new business
carrier Republic Airlinesconnectsthe Islandtothe Co of Wausau, a subsidiary of man of the board and chief execu-

Reinsurance underwriters are sustaining even US mainland Cayman Airways with their 727's fly Wausau Insurance Cos in Waisau, tive officer He succeeds Charles
larger losses than the direct writers, and will be- Wis Mr Mack, who Joined Wsusau M. Beardsley, who continues withdirect to Miami and Houston Republic using
come even more selective as to which classes of in 1962 as an investment analyst, the firm as vice chairman of theDC9's flies direct to Miami anc then on to Atlanta
business-and the type of treaty-they choose to previously served as senior vI:-risk board Succeeding Mr Book asand Minneapolis

management systemsreinsure It is probable they will require ceding president is Donald C. Ingram,

companies to demonstrate faith-utmost good There are two daily flights to and from Miami by David R. Cole named pres dent who has been executive vp and
of Illinois State Medical Insurance head of the firm's employee bene-faith-in the business being ceded, in part by in- both carriers Tre flying time to Miami Is 65 min-

utes Services Inc in Chicago, the man- fits consulting division Promotedcreased retentions
agement arm of the Illinois State to executive vp are Merwyn A.

A long term solution to these changing conditions Price per Delegate is US$450 This includes all Medical Inter-Insurance Exchange Hayes, president of Hayes & Asso-
worthy of consideration is the Association or conference material, all refreshments (including Mr Cole previously served as se- clates, the firm's human resource
Group or Agency 'Captive Concept' Subect to lunches), Reception Cocktail Party and Closing nior vp and member of the board of management and training subsidi-
them being established in the most advantageous Gala Dinner directors and executive committee ary, and Roger L. Vaughn, who lS

of The National Property Owners in charge of retirement plan opera-format for the intended participants, and being
Insurance Co, based in Nash,ille, tions

properly managed and maintained-they can be Tenn Also in Booke's Winston-Salem
of great benefit to clients-producers-agents Conference Service Dept.

R. Blinn McClelland named se- office, R. Lindsey Leonard named
and reinsurers

P.O. Box 69 Grand Cayman, nior vp of Industrial Risk Insurers vp in the defined contribution divi-
This Seminar will cover all the bas,c aspects of the in Hartford, Conn, with respons- non. Michael D. Schachet namedCayman Islands BWI
Group Captive Concept All of the panel members bility for production and under- vp in the employee benefits divi-
are day to day practitioners In this section of the in- Tel. 809-947-4666 Telex 4216-CP writing of oil, gas and petrochemi- sion, Barbara P. Miller named vp

cal classes as well as overseas of Booke Communications, andsurance market, and it Is the intention of the sem-
business Mr McClelland most re- Terri W. Vaughan named vp oftr'tar to Impart sufficient Information to delegates to Please reserve places
cently was vp the technical support groupenable them to have a clear and concise under-

I enclose cheque for I IS$ Bruce A. Lerner named vp-field In Booke's Charlotte, NC, office,
standing of who should participate In a Captive, and operations at The Home Insurance Constance L. Tricebock named
how they can best be utillsed for the benefit of all Information on accomodatior etc will be for- Co m New York Mr Lerner, who vp of MeNeary Insurance Consult-
concerned warded with reservation confirmation Joined The Home in April 1981, ing Services Inc, Booke's prop-
Seventeen experts-all from the U S A ortheU K previously was an assistant vp erty/casualty/risk management

NAMF Also at The Home, Ronald C. consulting arm And, in the Co--will be giving presentations and answering
Pines named vp in charge o: the lumbus, Ohio, office, Charles C.questions
company's petrochemical property Patton promoted to vp Mr PattonSpeakers will covereach aspectof (a) theconcept, ADDRESS underwriting Mr. Pines, who joined the company in 1982 and had

(b) the creation and (c) the care of a Captive
The Conference Is being organised jointly by the Joined The Home in 1982, pre- been an assistant vp

Each days presentations will be followed byapan- viously was an assistant vp George E. HerchenroetherCayman Islands Government Insurance Dept and
el discussion and questions from the floor cover- the Transnational Conference Centre Michael C. Caruso named vp- Joined Buck Consultants Inc in

underwriting field managemevt at New York as director of client sys-ing the days presentations
Reliance Insurance Co in Philadel- Continued on nezt page

l



Continued from prerions page
tems/services. Mr. Herchenroether

had been d.rector of marketing for
a financial services software and

microcomputer company.
Louis C. Kleber joined Advance

Retirement Systems Corp. in Thou-
sand Oaks, Calif., as vp. Mr. Kleber
had been a consultant for an inter-

national audit, tax management
consulting firm.

Robert B. Spratt promoted to
executive rp at Scott Wetzel Ser-
vices Inc. in Bremerton, Wash., a

provider of claims administration,
loss control and statistical services.

William K. Krisher joins Milli-
man & Robertson Inc. in Seattle as

a consulting actuary. He most re-
cently served as a senior vp at Con-
necticut Mutual Life Insurance Co.

William B. Lichtig joined
Yeager and Co. Inc. in Southfield,
Mich., as vp of group health opera-
tions. He will be responsible for
self-funded employee benefit pro-
grams.

W. Rodney Smith joins Risk
Strategies Inc. in Darien, Conn., a
new risk management and insur-
ance consulting firm. Mr. Smith
most recen-ly served as a vp and
principal of Tillinghast, Nelson and
Warren Inc.

Several management changes
have been made at New York-

based benefit consultant Martin E.

Segal & Co. Phil E. Davidson, se-
nior vp, named head of the San
Francisco office. Mr. Davidson,

who joined Segal in 1972, succeeds
Berton Jacobson, who will con-
tinue as a benefit consultant and

adviser. Samuel L. Jenkins, se-
nior vp and head of the company's
Denver office, has also been named

regional manager of the North-
western Region. Mr. Jenkins, who
joined Segal as a benefit consultant
in the Phoenix office in 1962, has

served as a senior vp of the West-
ern Region. Maurice Cazaubon,

senior vp and head of the New Or-
leans office, has also assumed re-

sponsibility for managing the
Southeast Region. Clark Yaggy,
vp, will head the company's At-
lanta office.

Thomas S. Petcoff named presi-
dent and chief operating officer of
Summit Consulting Inc., a Lake-
land, Fla.-based administrator of

self-funded workers compensation
and health insurance coverage. Mr
Petcoff was one of the founders of

the company, which was formed in
1977.

Robert F. Mastroberti named

senior vp of New York-based Un-
derwriters Adjusting Co. and presi-
dent of United States P&I Agency
Inc., UAC's marine liability claims
adjusting affiliate headquartered in
Piscataway, N.J. Mr. Mastroberti,
who has been with the company
since 1960, most recently was vp.

Agents/brokers
Bernard A. Basgall joins Fred

S. James & Co. of Illinois in Chi-

cago as vp. Mr. Basgall previously
was an executive vp at G.A. Mavon
& CO.

Ronald D. Pennebaker named

executive vp and manager in the
Philadelphia office of Fred S.
James & Co. Inc. Mr. Pennebaker,

who joined James in 1965, had been
senior vp and manager of special
accounts/sales and service.

Also at James, James R. Parry
named president of Fred S. James
& Co. of Michigan in Detroit. Mr.
Parry, who joined James in 1978,
most recently was an executive vp

And, Richard E. Haines named
vp of the Financial Products Group
in the San Francisco office of Fred

S. James & Co. Inc.

Raymond S. Sheldon named vp
in the risk management unit at
Marsh & MeLennan Inc. in Seattle.

He joined the Seattle office in 1980.

Claim
management
specialists.

Al your service.
Nationwide. Claim Management
Specialists, Inc. operates as a fully-
staffed home office claims depart-
ment for self-insurers, MGAs,
captives, program managers, and
small insurance companies.

CMS provides cost-effective man-
agement of professional liability,
product liability, malpractice and
related property and casualty
claims. We also handle run-off
facilities.

To find out how CMS can work for

you, call CMS General Manager
John Kuhn. Or, let us send you our
descriptive booklet. You'll be
pleased.

MS
CLAIM
MANAGEMENT

SPECIALISTS, INC.

20 N. Clark Street Chicago, IL 60602 (312) 641-1120

James A. Richmond named

chief executive officer and presi-
dent of Brandow Howard Kohler &

Rosenbloom Inc. in Minneapolis.
Mr. Richmond previously was se-
nior vp of operations at Hospital
Shared Services Inc. of Chicago.

James P. Bayne joins Rollins
Burdick Hunter of Oklahoma Inc.

in Oklahoma City as vp. Mr. Bayne
most recently was a broker and
manager of John Lloyd & Co. Inc.

Industrial Indemnity Financial
Corp. in San Francisco, a unit of In-
dustrial Indemnity Co., has named
two new senior vps. John F. Cos-
grove will head the newly formed
Contractor Financial Services

Group. Timothy C. Freestone,
who joined IIFC in 1981, will head
the Capital Markets' Group.

Excess/surplus
Ron Wartick appointed presi-

dent and chief executive officer of

John H. Crowther Inc., the Minne-

apolis-based subsidiary of Swett &
Crawford Group. Mr. Wartick, who
joined Crowther in 1976, most re-
cently was vp of operations. He
succeeds Douglas H. Crowther
and David W. Crowther, who
have resigned.

Gary G. Kubesch named presi-
dent of Tower Special Facilities, a
division of Fiduciaries Inc., a
Pewaukee, Wis., wholesale broker.

Mr. Kubesch formerly was vp-mar-
keting at Tower Insurance Co. Inc. •

uustness tin>'u/-unitS, ividy U, .LJOJ / JJ

WE'RE TRUCK WRITERS!

rated paper.
We write PHD, Cargo, Fuel Bonds,

WC, GL and Primary.
We write individuals and we write fieets.

OUR TRUCK UNDERWRITERS ARE:

Wally Crapo - F6rmerly of Alexander
Howden

Guy Stephenson - Fbrmerly of Occidental
John Majewski - Fbrmerly of Carolina
John Fbrtune - F6rmerly of Carolina
Mike Lane - Formerly of-Ransportation G.A.

Herbert E Baker
President

Former Vice President of Zurich of Illinois)
Agency contracts available for truck producers

TRUCK UNDERWRITERS

OFAMERICA,INC.®

1655 Peachtree St., Suite 520, Atlanta, GA 30309 TELEX: 80-4319

i 1984 American Truck Underwriters, Inc. (TM)
All Rights Reserved

Exciting Group Workers'
Compensation Programs

RECREATIONAL MARINE INDUSTRY GROUP...

for marinas, boat dealerships and all allied segments of the industry;
program includes U.S.L. & H.

SECURITY INDUSTRY GROUP...

for security guard, detective and patrol agencies, burglar & fire alarm
monitoring, sales & installation.

Cover X has long advocated the use of mass purchasing power to reduce
insurance costs and create a stable market.

Both programs are now underwritten by Cover X on behalf of major A+ XV insurance carriers and
are available in most states.

Be the competition . . Come to CoverX.

For further information or applications call or write .

COVER  CORPORATION
P. O. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635
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Retirees sue Armco to keep health benefits
By JUDY GREENWALD classifying the case as a class action, hospital, surgical and major medi- court papers that implementing the tures by asking him to share part of

out has asked that the retirees be cal coverages, treating most ex- changes is necessary to cut costs the costs "
MIDDLETOWN, Ohio-Armeo divided into several subclasses penses like a major medical feature John M Bilich, vp-hum:n re- Mr Bilich noted in the affidavit

Inc retirees are taking their former oased on whether they were union The plan's major medical coverage sources for Armco, says in an affi- that active employees have been
employer to court in an effort to members, what union they belong pays 80% of other medical expenses davit submitted in the case that shouldering the burden of in-
keep their current medical benefits .0, ard the date of :heir retirement and doctors' fees once the deduct- health care costs for Armco, which creased health costs since January
intact Michael A Karaffa, one of the ible is paid is self-insured, increased to $128 7 1984, when they were placed underThe suit, filed in U S District attorneys representing Armeo re- • The current plan features de- million in 1984 from $544 million the comprehensive medical plan
Court in the Western District of :iree:. said the two sides may at- ductibles of $75 for individual cov- in 1975 During this period, health "Armco decided that both groups
Pennsylvania, was spar-Ked by tempt to reach an out-of-court set- erage and $150 for family coverage care costs for active emp-oyees should share the increasing cost of
Armco's intent to overhaul its post- tlement on how the class should be The comprehensive plan has doubled, while those for retirees health care, particularly becauseretirement medical benefit plan formed higher deductibles of $200 per per- increased seven times over the ratio of active employees to re-Retirees were asked to choose be- Armco officials would not com- son and $400 per family "These dramatic increases in tirees is steadily decreasing and thetween making premium contribu- ment on the case • The current plan has an an- health care costs have c orre- burden carried by the active em-tions to maintain current benefits The comprehensive plan Armeo nual maximum employee out-of- sponded with a decline in Armeo's ployees will continue to grow "
or switch to a new, lower-cost com- had planned to 0Yfer retirees was pocket expense of $5,000 over a revenues and profits," said Mr Bi- The proportion has changed be-prehensive medical package tne same plan the was imple- two-year period After the em- lich in the affidavit "Armeo': pres- cause the average retirement age

Armeo, which had intendec to menred for :c-ive employees .n ployee pays out $5,000, the plan ent financial difficulties have made continues to drop, and many re-implement the plan changes on January 1984 pays 100% of expenses for the re- these staggering costs even more tirees who do not yet qualify forJan 1, has delayed action pending Under the Armco proposal, a re- mainder of that year and the fol- difficult to bear " Medicare are receiving health careresolution of the suit tireewho chose to maintain current lowing year An Armco spokesman said the coverage Armco's costs also areThe retirees are suing to main- oenefits would nar e to to pay a pre- Under the comprehensive medi- company lost $295 million 181 1984, rising because of inflation, Medi-
tain their current health benefits mium contribution based or. the cal plan, the annual maximum out- $672 5 million in 1983 and $365 mil- care continues to reduce its cover-
u ithout having to make premrum size of his or her pension benefit of-pocket expense was reduced to lion m 1982 ages, and the company's plan con-contributions They also are seek- The contribut.on could range from $700 per individual and $1,400 per During the first quarter of 1985, tinues to cover surviving spousesing compensatory damages and at- $5 per montn for retirees with family
torneys' fees Armco lost $22 5 million, compared after the retiree dies

monthly pension benefits of up to • The lifetime maximum in the with a profit of $563 million in the The Armco suit is similar to a suit

The retirees' attorneys are now $100 to an amount equal to the total current medical plan is $250,000, same quarter of 1984 Sales dropped brought against another steel-
seeking to have the case declared a mon-hly premium for employees compared with $500,000 under the 5% to $919 5 million from $967 8 maker, Bethlehem Steel Co, Mr
class-action suit on behalf of the with monthly pension benefits ex- comprehensive medical plan million during this same peri)d Karaffa said In that case, Bethle-11,685 union and non-union re- Deeding $1,000 Armco has not re- Armeo retirees argue in the suit Mr Bilich said in the afwidavit hem retirees sued the company
tirees and spouses of living and de- leased the rr onthly cost of the they were promised theY would not that Armeo had worked wit, phy- when it tried to cut back what hadceased retirees who would be af- health plan have to pay a portion of the pre- sicians' groups, hospitals, clinics been promised to be lifetime medi-fected by the change in the medical The other option under the pro- mium of their health care plan and health insurers to pinpoint cal benefits After the company ap-plan oosal, the new corrprehensive plan, They "were informed orally and areas where costs could be con- pealed a Court ruling in favor of the

According to papers filed u ith features aspects that would prove m writing that they would receive tained "This approach, hovever retirees, the two sides reached an
the court, Armco does not object to to be more costly or, in some cases, certain levels of hospital, medical did not effectively control health out-of-court settlement (BI, March

less costly to the retiree and insurance benefits at no cost to care expenditures and costs contin- 18)
• Under the current plan, most them during their retirement," ac- ued to escalate," he said While Bethlehem retirees had aExecutive Placement hosp.tal services, charges and sur- cording to court papers Armoo then decided to analyze first-dollar plan, Armco retireesNationwide specialists In gical fees are paid in full Most Armeo has not released any fig- its health care plan "The consensus have been paying an annual de-COMPENSATION & BENEFITS other types of medical expenses ures projecting how much money it among health care professionals ductible

V I.P. RESOURCES, INC. and doctors fees are 80% once the could save by giving retirees the and industry groups with whom The cases also differ in that the
278 Crafton Avenue deductible is sattsf ed option of making a premium con- Armeo has consulted is that the Bethlehem class-action suit was

Slaten Island, NY 10314 T}-e comprehensive medical tribution for medical coverage or only way to avoid runaway health filed on behalf of only salaried,(718) 494-6725 Joseph Gross plan, on the cther hand, combines electing the comprehensive medi- care Costs ts to provide the insured non-union retirees, while Armco
cal plan individual with a financial incen- plaintiffs include former unionized

However, Armco maintains in tive to avoid unnecessary expendi- workers

DENTAFITS,INC. Colt settles retiree suit
Reinsurance managers for Continued from page 2

4 Dental  Vision plus a $25 deductible for every ductibles or the participants' con-
Another prong to the settlement emergency room visit Deductibles tributions," according to the settle-

D. Prescription Drug came April 26, when an agreement have a $300 annual cap, uncer the ment
with some 900 retirees who rejected interim settlement

Group Insurance Programs Up to 25% of the money saved
the company's cash settlement was Under both the original coierage through these measures can be used
formally approved by Judge Paul and the interim plan, Colt retirees to reduce participants' contribu-
Simmons of the U S District Court had to contribute to the cost of tions to the health plan

Managing Underwr,ters for the for the Western District of Penn- major medical coverage, said James The settlement agreement states
sylvania

Massachusgtts Indemnity & Life insurance Co Johnson, a representative for the major medical benefits "will con-
These retirees had voted 650-258 union's District No 20

=
tinue to be provided based solelyNorth Amencan Life & Casualty Co last month to continue having med- Last month's settlement calls for upon the contributions made for

ical benefits paid for under terms establishment of a Voluntary Em- that purpose by the participants "
For quotes or information call of the interim settlement ployee Benefit Assn to pay medical There is no guarantee that there
Renny Thomas Executive Vice Pres,cert Under the interim settlement, benefits for these 900 retirees For- will always be enough money to
Managing Underwriter those eligible for Medicare have mation of the VEBA will require meet the cost of the retirees' medi-

been paying a premium contribu- approval of the Internal Revenue cal benefits, Anthony Rainaldi, a
CAL/(;ROUP

tion of $5 a month for physician Service director of the Steelworkers' Dis-
and hospital coverage, those ineli- A Colt spokesman had nc, com- trict No 20, warned retirees in a

P O Box 3209, 527 E Rowland Ave gible for Medicare pay $12 50 ment on the settlement letter sent to them before the vote
Those not eligible for Medicare also

Cov,na, CA 91722 (818 967-2878 Daniel P Mcintyre, forme- assis- "If medical inflation reaches very
have been required to pay a first- tant general counsel to the steel- high levels, the funds could be in-
day hospital deductible of $100, workers' union and now an attor- sufficient 35,40 or 50 years from

ney in Augusta, Maine, said the now That is a risk we take under
union nopes to receive IRS ap- this settlement
proval by June 1 He added that

Business Insurance gives you total news coverage of loss pre- "In the past, your benefits were
Judge Simmons has agreed to write unfunded and payment rested on. ventton, ns) francing and benefit management Every week

Annual subscnption (52 issues) In U S dollars to the IRS to expedite matters the company's financial solvency
. (Check here ) Surface Mall By AIr The VEBA will be admin stered That's no longer the case "

L........7.-*-*-. USA 0 $52 by a Colt representative, a union Mr Rainaldi added in his letter
Canada E)$68*business 1 2 $100 representative and by one r eutral that, "The settlement does repre-Bermuda (Air only) 2$ 97 trustee sent every nickel we felt we couldEurope/Middle East (Air only).

E] $ 97
All other foreign 0 $68 Colt has agreed to fund the extract from the company It isn'tRates on request

. ] new subscription VEBA with a portfolio of assets and everything, but the alternative is
'2=*a ] renewal l payment enclosed

Union Carbide may lack Ibm me J bil1 company cash totalling $148 million, -he es- the uncertainty of litigation "
nse sost co timated amount that woLld be1r,=Ef*507 ->- -_ verage There 15 a chance that more liti-

name (please pnnt) needed to fund the program Sor the gation will be introduced in the
j= ==5- -4 lifetime of the participants if the case, notes Mr Mcintyre

health care inflation rate remainstitle telephone In addition to voting for or
below 9% The settlement does not against the settlement, retirees

company explain how health care in -lation were also given the option to "opt
would be measured out" of the settlement of the class-

nature of business The settlement stipulates that if action suit If more than 5% of the
- the cost of medical benefits rises retirees opted out, Colt reserved- -- - tz-=.2 #f&29z$*z: -F

3 business or 53 home address more than 9% and the VELA be- the right to back out of the settle-
comes underfunded, the company ment
will place in the trust an additionalstate/country However, only 26 retirees de-zip/postal code

0 . e 0 Please send information on your special 200.-off group rate $65 million in 1995, $13 mil-ion in cided to opt out of the settlement
lor five o more subscnptions 2005 and $26 million in 2015 While these retirees have the right

0 I prefer rot to receive intormation or advertising by mall from The plan's trustees can int-oduce to file lawsuits individually, they
companies nol amliated with Crain Communications cost-containment measures ' which eventually may decide to partici-

...
.. Mail to Business Insurance

Circulation Dept 740 Rush Street Chicago, IL 60611 are generally recognized, provided pate in the settlement, said Mr
H85 that they do not increase tie de- Mcintyre

---------------------------------- .

--
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Treasury proposal
Continued from page 1

In fact, there is considerable

doubt about whether there really is
a formal proposal to tax all employ-
ees on a portion of their health care
premiums under a certain "floor."

Trade groups heavily involved in
benefits lobbying that were inter-
viewed by Business Insurance-in-
cluding the American Council of
Life Insurance, the National Assn.
of Manufacturers, the AFL-CIO,
the United Auto Workers and the

Assn. of Private Pension & Welfare

Plans-said they hadn't seen the
health care tax floor proposal and
questioned its existence.

"The whole idea (that the Trea-

sury has endorsed a tax floor pro-
posal) is poppycock," said Michael
Romig, associate general counsel
for federal affairs at the American
Council of Life Insurance in Wash-

ington.
As far as the ACM has been able

to determine, the health care tax

floor was only an idea informally
discussed between congressional
tax committee and Treasury De-
partment staffers, Mr, Romig said.

"They (tax committee and Trea-
sury Department staffers) are using
the media to float ideas," said
Stuart Brahs, executive director of
the APPWP. "That is a hell of a

way to develop tax policy."
"I think that it is a trial balloon"

to test political waters", said
Sharon Canner, director of em-

ployee benefits at the National
Assn. of Manufacturers.

The proposal also is being shot
down by labor and business groups.

"We think it is a terrible idea,"
said Alan Reuther, associate gen-
eral counsel at the UAW. "We are

just as opposed to a floor tax as to a
cap. The entire labor movement
will be very negative."

Mr. Reuther said the floor would

be especially unfair to low-paid
workers, who would be hit with
taxes on benefits that always have
been provided tax-free.

"We think the proposal ought to
be immediately withdrawn if they
(the T'reasury Department) want
our support," said Philip Sparks,
director of public affairs for the 1.1
million-member American Federa-

tion of State, County & Municipal
Employees in Washington.

"This could end up being much
worse than the health care tax,"

said Karen Ignagni, assistant direc-
tor of the department of Occupa-
tional Health, Safety and Social Se-
curity at the AFL-CIO.

"We can't ever imagine support-
ing it," Ms. Ignagni said, noting that
under a tax floor, all workers
would be taxed on their health care

benefits.

Under the original proposal, em-
ployees whose employer premium
contributions did not exceed the

limit would not be taxed.

"The ideas are going from bad to
worse," said Mr. Brahs of the
APPWP.

"We have a problem any time an
attempt is made to tax employee
benefits," said James Albertine,

director of government affairs for
the Washington-based American
Society of Assn. Executives.

"All this is an attempt to raise
revenue and placate the senator
from Oregon (Mr. Packwood)," Mr.
Albertine said.

Others, though, while still reject-
ing a health care tax floor, believe
it may be less 6bjectionable than
the original health care tax.

For example, if employer contri-
butions exceeding a certain limit
are taxed, employers might sacri-
fice cost-containment features-

like coverage for second surgical
opinions-in order to keep their
contributions to employees' health
care premiums below the tax cap,
points out Theodore Allison, vp for
government and industry relations
at the Metropolitan Life Insurance
Co. in New York.

This incentive to cut such

features-which may add to the

cost of a plan in the short run but
can produce long-term savings-
wouldn't exist under a health care

tax floor, because there would be
no way to escape the tax.

In addition, a health care tax cap
would discriminate against em-
ployees who work in areas of the
country where health care costs are
high and employers, as a result, are
most likely to pay premiums that
exceed the cap, said Gerard Talbot,
vp and tax counsel at Metropolitan.

Such geographic discrimination
wouldn't exist under a health care

tax floor in which all workers

would be taxed on a portion of
their benefits, Mr. Talbot said.

And, observers say, the tax cap
proposal would present special
problems for employers that self-
fund their health care plans. Self-
funding employers often don't
know what their total health care

costs are-and therefore what their

per-employee contribution is-
until many months after the end of
a year because many claims in-

1 111

curred at the end of a year are not
paid until the next year.

A health care tax floor would not

pose such administrative problems,
since a self-insured employer
would not have to compute its
health care costs to determine how

much it contributes to each em-

ployee's health care coverage. Em-
ployees automatically would be
taxed on a set amount, which prob-
ably would be less than the em-
ployer's cost.

But, some of the same problems
that insurers and others say are in-
herent with a health care tax cap
also would be present with a health
care tax floor.

Under either proposal, some
younger, healthy, low-paid work-
ers might reject health care cover-
age rather than be taxed on bene-
fits they might never use.

That would leave older and less-

healthy workers, who expect to
need health care, to participate in
the plan. Because of that adverse
risk selection, a plan's claims expe-

COC
Aard of Excellence
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employee benefits program

Business Insurana. Emplorx Benefits
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insurance

em

rience would deteriorate and rates

would rise, Mr. Talbot said.
In general, experts expect the

Treasury's revised tax simplifica-
tion plan, which may be published
later this month or in June, to be

less harsh on employee benefits.
The first Treasury plan, called

Treasury I, called for taxing em-
ployees on employer contributions
for group-term life insurance, de-
pendent child care, educational as-
sistance, group legal and van pool-
ing benefits

The plan also calls for imposing a
10% excise tax on asset reversions

from terminated overfunded pen-
sion plans and taxing interest on
reserves held by Voluntary Em-
ployee Beneficiary Assns., also
known as 501(c)(9) trusts.

And, in the most stunning
change in its original proposal, the
Treasury Department called for the
repeal of 401(k) salary reduction
plans.

"Treasury I was as extreme as
you can get," said Ms. Canner of

11.-Il
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the NAM. "They shot for the
moon," she added.

But thanks to employer input,
the Treasury may back off on some
benefit changes, Ms. Canner said.

For example, Ms. Canner be-
lieves employers have made a good
case that 401(k) plans should be
preserved because employee panic-
ipation cuts across all salary levels.
Treasury Department officials ear-
lier had said 401(k) plans favor the
higher-paid.

Now, as reported earlier, the
Treasury Department is consid-
ering retaining the plans, though
with a much lower contribution

limit.

Currently, up to $30,000 can be
contributed annually to an em-
ployee's 401(k) account. The Trea-
sury is considering a much lower
limit-between $5,000 and $10,000.
This new limit would be further

reduced if the employee also con-
tributed funds to an Individual Re-

tirement Account, sources said (BI,
April 15).
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update Cancellations affect thousands
Monsanto contests verdict Continued from page 1 Mr Judson says that many of the partment in California, where

ary that it would transfer about $34 cancellation notices were sent out Transport Indemnity wrote most of
Continued from page 2 million in assets now held by without regard to specific conci- its business, say they were not con-

Monsanto is also asking the judge to overturn the Hein award If it Transport Indemnity to financially tions in some Transport Indemnity sulted by the insurer before the
ts not overturned, Monsanto plans to appeal troubled Mission Insurance Group policies that required 90 days' no- policy cancellations and only re-

Workers injured on the job usualli seek benefits th-ough the (BI, March 18) Cincinnati-based tice of cancellation or contained no cently learned of the action from
workers compensation skstem However, the We st Virgin a Su- American Financial owns 49 4% of cancellation clauses several of the insurer's brokers

preme Court in 1978 ruled that injured employees who receive work Mission Stewart Smith produced a "sig- An Insurance Department

comp benefits may sue employers if it can be shown the emp-oyer's The asset transfer, coupled with nificant" amount of business for spokesman told BI the department
"willful, wanton and reckless disregard for safety" lec to the 11Jury a second transaction valued at $37 5 Transport Indemnity, according to was not sure what action it would

Monsanto insured ltS workers compensation risks with rhe state's million that involves the transfer Mr Judson, but he says he is not take in response to the cancella-
exclusive Workers' Compensation Fund, from April 1, 1964 through of Mission's workers compensation sure of the exact premium volume tions
July 1, 1982 It has self-insured since 1582, a fund spokesman said liabilities to another American Fi- Much of the business Stewart Dion Riley, chief operating offi-

nancial unit, is designed to rescue Smith produced for Transport In- cer for Transport Indemnity, re-
Termination yields $267 million Mission from financial ruin demnity involved excess and um- fused to explain why American Fi-

Mission reported a $198 1 million brella coverages on major utilit.es nancial decided to cancel the in-
AKRON, Ohio-Firestone Tire & Rubber Co says it earnec about net loss in 1984 and policyholder and Fortune 500 companies, partic- surer's policies midterm rather

$267 million by terminating its defined benefit per sion plan for its surplus of only $43 million The ularly companies involved in the than run it off as originally an-
25,500 salaried employees and replacing it with a strni_ar F.an American Financial transactions, manufacture of automobiles and nounced, and he also refused to dis-

Firestone also bought a $397 millicn annuity from Connecticu- which have not been completed, chemicals, Mr Judson explained cuss any other matters regarding
General Life Insurance Co, a CIGNA Corp unit, zo cover arrued are designed to increase Mission's Transport Indemnity also wrote Transport Indemnity
benefits payable under the terminated plan Firestone fi.ed 'or the surplus to $118 million maJor property and casualty pro- Karen Morrell, vp and corporate

termination with the Pension 3enefit Guaranty Corp in August In an undated and unsigned let- grams for large public works con- counsel for Great American Insur-
ter sent to Transport Indemnity struction projects ance Co, the lead propoerty/casu-

Two sentenced in Salem case producers around April 16, Trans- He says Transport Indemnity alty member of the American Fi-
port Indemnity said the decision to had an ln-house facility of $10 mil- nancial Group, also refused to

HOUSTON-Frederick E Soudan has teen sentenced to 35 years cancel "all in-force casualty and hon for excess and umbrella cover- comment on Transport Indemnity
in prison and ordered to pay $4 25 million to Shell Int ernational property business of our excess spe- ages but could do as much as $20 At the time American Financial
Trading Co and Lloyd's of London .inderwriters in the 1979 scut- cial risk division" was made during < million with facultative reinsur- announced that the assets of Trans-
tling of the tanker Salem the week of April 12 ance port Indemnity would be trans-

Mr Soudan had been found guilt March 26 by aUS District "A runoff of the in-force bust- Canceled policies in excess pro- ferred to Mission, American Finan-
Court of 17 counts of wire fraud. fil ng false income tax returns, ness, as originally planned, was not grams create problems for policy- cial officials said that Transport
interstate transportation of stolen proverty and perlury for his part compatible with the merger pro- holders, Mr Judson commented If Indemnity's liabilities would be
in illegally selling $56 million worth of crude oil owned bi Shell to a cess," the letter says no new insurer can be found for fully reinsured by Transport Insur-
South A frican government-o#ned ccmpany and the scuttling the According to the letter, 60-day the canceled layer, other partici- ance Co of Des Moines, Iowa, an-
tanker, which he owned (BI, May 11. 1981 Oct 22. .984) cancellation notices were issued for pants or the policyholder must as- other American Financial unit, for

Mr Soudan was ordered to forfen mo,ey he holds in bank ac- most of Transport Indemnity's sume liability for the canceled cov- purposes of the runoff
counts in Switzerland and the Bahamas business on April 9 Thus, the can- erage to keep the program from Transport Indemnity's Mr Riley,

Mr Soudan has been ordered to pay $4 25 million-the mcney he cellation date for most o.' the poli- falling apart, Mr Judson explains who is also a senior vp and secre-

made on the theft-to Lloyd's and Stell, said Brenda Gross. a Jus- cies is June 15 And, the Transport Indemnity tary of Transport Insurance, re-
tice Department attorney Fire-sixths of The monfy will be paid to Policies with expiration dates be- cancellation comes at a time when fused to discuss any matters re-
Shell, and one-sixth will be paid to L-oyd': tween June 15 and July 1 will be "most excess carriers are looking to garding Transport Insurance

A fter the theft, the South A frican gok ernment paid Shell $305 continued until their expiration, reduce their participation" in these A former underwriter for Trans-

million for the 011, and the Lloyd's underwriters oaid about $1) the letter says types of excess and umbrella pro- port Indemn.ty who, along with
million in claims The letter says Transport Indem- grams, particularly for manufac- most of the insurer's employees,

Mr Soudan's brother-in-law, Abdul Wahab al Ghazo-1, was sen- nity officials will not respond to turing risks, he adds was terminated several weeks ago,

tenced last week m Houston to five years -n prison in the Dase telephone calls from producers Mr Judson says it Will take a "lot says that none of the American Fi-
concerning the cancellations, and of hard work replacing this cover- nancial units wanted to take on
advises producers seeking more in- age in a hard market " He says Transport Indemnity's book of
formation to contact the insurer by there is "not much enthusiasm for business because they do not want

J

letter or telex looking at Transport's book of busi- to increase their premium-to-sur-
"Please note," the letter con- ness " plus ratios

cludes, "there is really no appeal, Other brokers that produced But, Ken Smith, an examiner

other than those involving legal business for the insurer agree with the Illinois Department of In-
considerations " Mr Barbour at Swett & Craw- surance, says that even after ab-

The letter acknowledges that in ford says some insureds may be sorbing Transport Indemnity's
most cases insureds were notified forced to go without insurance book of business, Transport Insur-
of the cancellation before the pro- "They may have to prepare for an ance Co would have a surplus-to-
ducers received notice, but says uninsured loss," he says written premiums ratio of better

"the urgency of cancellation due to Swett & Crawford placed about than 2-to-1
the merger comphcation mentioned $5 million in premium volume with Mr Smith says the Illinois de-

above required certain short- Transport Indemnity last year, Mr partment is not aware of any at-
Cuts" Barbour says Most of that business tempt by Transport Idemnity to

Several of Transport Indemnity's involved excess and umbrella lia- cancel its policies midterm He says
brokers, angry over the way Trans- bility coverages on large risks the department received notifica-
port Indemnity handled the cancel- Most of the trucking firms whose tion April 2 that all of Transport
lations, said they spent a consider- coverage was canceled by Trans- Indemnity's liabilities were to be
able amount of time last week port Indemnity have been able to transferred to Transport Insurance
fielding calls from clients who replace the coverage, but at consid- Co under a bulk reinsurance ar-
wanted to know why brokers had erably higher premiums, a truck- ranagement
not informed them of the cancella- ing association official said According to the information re-
tion and arranged other coverage Transport Indemnity wrote haz- ceived by the Illinois department,

"We couldn't get any work done ardous materials trucking risks. in- Transport Insurance will receive
around here last week because the cluding coverage for bodily injury, $94 million in assets from Trans-

.... a.. ... .. phones were ringing off the hook," property damage and pollution lia- port Indemnity and $43 million in

....

...

.... .... : m says Art Judson, executive vp with bility, said Clifford J Harvison, ex- premium volume
Stewart Smith Mid America in ecutive director of National Tank Mr Smith says Transport Insur-

Chicago, a major producer of bum- Truck Carriers Inc in Washington ance is in excellent shape to han-
ness for Transport Indemnity Officials with the Insurance De- dle the business "

Worse, It can cause costly business interruptions
But take hearti Ansul, the world's leading

Rubber workers' benefits
Continued from page 2 tives of the union, the company and the utilization re-

manufacturer of fire protecton systems, has using that contract as a model in negotiations with view company If a worker ignores the cost-contain-
developed ingenious, new cost-effec-,ve solutions other companies ment measures a third time, the health plan will not

that you should know about.
Union members at Goodrich will vote on the agree- cover the procedures

ment over the next two weeks, according to Charles Workers also are given incentives to be frugal health

Write for our new, useful (and free) booklet
Jones, the company's labor relations director care consumers under the Untroyal pact They are

Mr Jones refused to elaborate on changes to non- given a $50 cash bonus for surgery performed on an
"Facts About Protecting Electronic Equipment health care benefits in the tentative Goodrich contract, outpatient basis and receive an amount equal to half
Against Fire." as did the union and officials at other tire companies the overcharges they find in hospital bills

that have copies of the proposal Under the contract, workers receive all non-emer-

Ansul, Dept. 1 D, Mannette, WI 54143 The Uniroyal health care contract was ratified by gency drugs from a mail-order drug program that sup-

or call(715) 735-7411
union members last September (BI, Nov 12,1983),and phes low-cost, generic drugs
Goodrich's was ratified in March Uniroyal's health care benefits are written by vari-

Both contracts preserve the first-dollar hospitaliza- ous insurers
tion coverage union workers at both companies have, Goodrich s health care contract is "virtually a pat-
but add comprehensive cost-containment programs tern" of the Uniroyal contract, Mr Jones said It re-
that workers must follow for the plan to pay all quires that hospitalized workers obtain utilization re-
charges views, pre-certifications and second surgical opinions

a
The Uniroyal contract calls for utilization review of for all non-emergency surgenes If workers ignore

all hospital admissions Pre-certification and manda- these cost-containment programs, they must pay 20% of
tory second surgical opinions also are required for all their hospital bills, Mr Jones said
non-emergency surgeries

The Goodrich contract also contains the mail-order

Workers who ignore the cost-containment program drug program but not the bonus incentives, Mr Jones
must attend two "warn.ng" meetings with representa- said Goodrich self-insures it health benefits



M&M facility
Continued from page 2
company.

M&M officials in New York

would not comment on details of

the facility.
M&M is putting out feelers about

the facility among risk managers,
especially its brokerage clients, and
risk managers are interested.

"The total available excess insur-

ance casualty insurance (capacity)
in the U.S. doesn't meet our needs.

If M&M or any other participant in
the insurance market can develop a
new facility that can provide extra
capacity, we're interested," says
Howard T. Weber, director of in-

surance at Minnesota Mining &
Manufacturing Co. in St. Paul,

Mr. Weber says he was contacted
about the facility about three
months ago by Robert Clements,
president of Marsh & McLennan
Inc., M&M's retail brokerage unit.
M&M places primary casualty in-
surance for 3M.

Hilton Hotels Corp. in Beverly
Hills, Cal.f., was called by its M&M
representative in Los Angeles to
see if the hotel chain, which uses

M&M for certain property place-
ments, would like to participate.

"No hotel chain has the limits

they previously had," says John S.
Surabian, vp-risk management.

A major manufacturer in the
Midwest reports receiving a letter
recently from M&M, announcing
plans for the offshore facility.

The company is interested in the
facility because it expects capacity
to be reduced 25% to 50% when its

casualty coverages renew later this
year, according to its risk manager,
who asked to not to be named.

General Motors Corp. in Detroit,
another M&M client, also recently
received a letter from M&M alert-

ing the automaker to the proposal.
GM officials have made no decision

about participation but are consid-
ering the idea, a spokesman said.

"I look at it positively and give
them credit for surfacing the idea.
We ought to be looking at innova-
tive, different new ways of solving
our problems," notes Burt Holthus,
associate comptroller for Procter &
Gamble in Cincinnati. M&M places
some casualty coverages for
Procter & Gamble.

"Certainly no major broker is
going to sit by and watch" clients
turn to self-insurance or other risk

financing alternatives "without
getting ir. on the ground floor,"
notes Joseph Carroza, director of
risk management at Uniroyal Inc.
in Middlebury, Conn., an M&M
casualty client.

"I think it's a great idea and am
surprised more companies haven't
looked into it. I certainly would be
interested," says Bert M. Schecter,
director of risk management at
Walt Disney Productions in Bur-
bank, Calif.

Mr. Schecter, who uses M&M to

place Disney's directors and offi-
cers liability insurance, says he is
currently negotiating renewals of
Disney's casualty insurance. Al-
though he hopes to purchase limits
of $250 million, he says he may
only find $150 million.

But, while risk managers are en-
thusiastic about the facility, they
are not committing themselves
until it is has been finalized.

"I'm waiting for it to get off the
ground before I get too excited,"
said Jack Christenson, director of

insurance at Weyerhaeuser Co.
He said the broker contacted the

Tacoma, Wash.-based lumber and

paper company, which uses M&M
to place property and liability in-
surance, about the facility about
three months ago.

And, many risk managers at
major corporations that use M&M
as their broker say either they are
unfamiliar with the facility or they
have only heard rumors.

The facility would appear to
offer two major attractions to cor-
porate insurance buyers, one ob-
server says.

First, it will provide an invest-
ment opportunity, he says. The
company will be an investor-
owned insurer, but its stock will

not be traded publicly.
Second, it will enable capacity-

hungry risk managers to obtair ex-
cess liability limits above those cur-
rently available.

Scurces say the initial capital
outlay required of investors may
begin at $100,000 and would -ary
with the amount of excess coverage
they wish to purchase Some ob-
servers say it may be difficult to
convince top management so con-
tribute that much money.

The amount of coverage the fa-
cility could provide will depend on
several factors, including the
amount of reinsurance the com-

pany can attract, the quality of
risks and the capital subscribed.

M&M will have no equity inter-
est in the new facility, sources
point out. M&M has divested s€v-
eral underwriting operations over
the pastseveral years. .
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CLAIM HANDLING
The Claim Department ©f Industrial Risk Insurers processes over 4,000 world-
wide clalms each year totalling some $250 million. With a responsibility of this
size, themission ofthis department is verybasic: to provide thebest possible service
to our insureds; to conduct each 34justment in a professional manner; to conclude
claims in accordance with policy conditions; and tc do our part in seeing that the
insured receives funds due them promptly.

To Help Deliver Fair and Prompt Claim Service to our Insureds, the Claim
Department, located in Hartford, Connecticut, has been supplemented the past few
years wzth our own staff adjusters strategically located in major U.S. cities. These
are Atlanta, Charlotte, Chicago, Cleveland, Dallas, Detroit, Ha:rtford, Los Angeles, New
York, Newark, Philadelphia, Pittsburgh, San Francisco, and St. Louis. In other areas,
independent adjusters especially trained in handling claims in industrial, oil, and
chemical risks operate under the direction of iRI's Regional Adjustment Supervisory
staffs. Our adjusters survey the damage to an insured's property and work with bro-
kers and risk managers to help assemble and analyze the clairn details, and arrive at
a settlement.

When a Loss Occurs, the Insured Notifies the IRI District Office, or the
producer, or both. If the loss is minor the details can often be gathered over the tele-
phone and supplemented with information from th€ engineer's report. For more seri-
ous losses, members of IRI home and regional office adjustment supervisory staff
work together with IRI district office adjusters or independent adjustment firms.
One of the adjusters' initial tasks is to develop a prelimir.ary estimate of loss. A
review of value records is a first step in the mitial stages of loss evaluation. These
records should be reviewed by all insureds and modified at least twice a year to keep
pace with todafs changing econcmic conditions. Up-to-,late records will expedite the
adjustment process, should a loss occur.

Am Questions Occur in Developing and Preparing a Claim, insureds should not
hesitate tobring them to the attention ofthe adjusters. Anynumber of variables
nlight be affected, including cost estimates, reporting requirements, restoration plans,
record keeping, partial payments, expense handling, and the like. One of the a4justers'
concerns is to avoid surprises mcnths later. Insureds, insurers, and adjusters are
seldom comforted by the unexpected discovery of unobserved damage, underestimated
charges, or uninsured items long after the loss occurred. Good communications is not
just a «bnzz word", it is an essental ingredient for a
smooth and timely conclusion of & claim.

Some claim handling tips are included in IBI's 12-page *strialPEPlan brochure. See pages 7 and 8 for "Selecting Your
Claims Coordinator, "

46

Preparing Your Claim," and "Work-

ing with the Claims Adjuster." For a complimentary copy
of the PEPlan brochure, contact Mrs. R A. Sasso, Indus-

trial Risk Insurers, 85 Woodland Street, Hartford, CT nsurers06102 area code (203) 525-2601. A little planning now
could help expedite a payment later. 55,000 properties

insured worldwide



40 / business insurance, May 6, 1985

Wells Fargo has coverage for New York heist
Continued from page 2

company, a member of the pool,
was the "insurer of record" for

Wells Fargo's primary coverage
through 1983.

However, Mr. MeElhone said he

could not say definitely whether
General Accident is still writing
the risk.

"We still may be, but I don't
know because we don't see the pol-
icy" written by MeGee, Mr. McEI-
hone said.

"We have an agreement with
them (MeGee) for certain cover-

ages," according to Mr. McElhone.
"They issue the policies, and they

can issue them in the name of any

of the (pool) companies," Mr. MeEl-
hone added.

Mr. McElhone declined to iden-

tify the other members of the pool.
In addition, officials at MeGee

would not comment on the cover-

age.
Officials at Marsh & MeLennan

in Atlanta said they brokered the
coverage for Wells Fargo. How-
ever, they would not release any
further information on insurance

coverage.

In addition to the coverage issued
by MeGee, London sources say
Wells Fargo has $40 million of ex-
cess coverage placed primarily in
the London market.

British Law Insurance Co. con-

firms it is the lead British company
on the excess coverage, while a
Lloyd's syndicate managed by Jan-
son Green Ltd. is the leading
Lloyd's underwriter on the excess
coverage, according to Janson
Green.

The company's excess coverage
in London is placed by C.T. Bowr-
ing & Co. Ltd., an M&M affiliate.

According to the brokers that
place insurance for armored secu-
rity companies, the coverage is
usually written as an all-risk in-
land marine policy that protects
valuable property from theft or
damage while it is in the custody of

the insured.

If the money is not recovered,
this would be the largest loss of
cash Well Fargo has ever exlzeri-
enced.

In 1983, a company security
guard allegedly made off with $7
million from a Wells Fargo terrni-
nal in West Hartford, Conn. (BI,

Sept. 19,1983).
In the theft last week, the police

have reported the robbers smashed
their way into the armory with
sledgehammers and crowbars dur-
ing the early morning hours-at a
time when there were no guards on
duty.

Several hours later, the robbers

the professional marketplace

surprised guards who arrived and
opened the safe.

The money was apparently being
stored in the Wells Fargo vault
during the weekend until banks
opened on Monday, according to
reports.

After heisting the cash, the rob-
bers loaded it into a Wells Fargo
truck and drove away.

The truck was recovered in New

York several hours later.

Loss adjuster Graham-Miller Inc.
in New York is investigating the
robbery.

A spokesman for that firm would
not release details on the investiga-
tion. •

RATES AND CLOSING TIME:
Rates: Display classified is $73.26 per column inch, minimum of one inch. Straight Closing: Published every Monday. Cop., must be in written form by noon
classified is $6.50 per line. minimum of 5 lines. Count 34 characters per line (include Tuesday. 6 days preceding publishing dite. No verbal phone copy accepted.
each space and punctuation as a character). Additional $13,00 charge for blind box Prepayment required. Mail ads to Beverly Kluxdal, Classified Advertising.
ads. Responses to blind box ads must fit into business size envelope. Reponses are 740 N. Rush St., Chicago, IL 60611. For more information call 312-649-5340.
forwarded daily.

COMMERCIAL PROPERTY &

CASUAL ITY MARKETING

Experienced in agency marketing.
outsidesalesandservice. company un-
del·writing. Seeking agency position.
Chicago and suburbs. Realistic salary.
Afte, 6PM. 312-851-2932.

MGA's UNITE!

. The answer is having a piece of the
risk. Those MGA's interested in

uniting for the formation of a svndi-
c·ate on the Flot·ida and/or New 'York
and/or Illinois Exchange please con-
tact u.

Box 1709 Business insurance

740 N. Rush St..Chicago. IL 6061 1

EXCESS & SURPLUS LINES PRODUCER

Wanted Excessand Surplus Lines Pro-
ducer (New York) with Brokerage
and/or Company following. Partnet
ship possible (,r right individual with
this expanding fit·m. Send resume eti·.
t.

Box 1712 Business Insurance

740 N. Rush St . Chicago. IL 60611

Business Insurance

Circulation
Breakdown*
Commercial Consumers

Administrative:

CEO's presidents and owners. . 2,513

Vice-presidents, general managors and

other administrative personnel . 2.573

Financial:

Chief financial officers and vice-presi-
dents of finance .... .. 2,168

Secretaries, treasurers, controllers and

other financial personnel . ..... 7,167

Risk/employee benefits:
Vice-presidents. directors, managers,
and other related department personnel

of: insurance, risk, employee benefits,

personnel, compensation, pension, sate-

ty, security, industrial relations. human

resources and employee/labor relations

. 8,206

Sub-total........... 22,627

Associations . .1,081

Government, unions and

educational systems . 944

Commercial Consumers

Sub-total........... 24,652

Insurance agents and brokers . . 9,524

Insurance companies. . 5,867

Financial institutions.... . 556

Actuaries, attorneys, adjusters, apprais-
ers and consultants . 3,265

Others allied to the field, . .1,143

TOTAL.............45,007

* Source: Business/Occupational break-
down of qualified circulation, Nov. 5,
1984 issue, as submitted to BPA for Dec.

1984, BPA Publisher's Statement.

COMMERCIAL

ACCOUNT EXECUTIVE

Large agency in eastern Mass.
emphasizing commercial lines is
seeking a well qualified indi-
vidual to produce new business.
We will provide complete and so-
phisticated marketing support.

Excellent opportunity for growth
and advancement. Candidate

should have at least 5-10 years
experience in agency sales or
company management.

Please send resume to:

Box 1714 Business Insurance

740 Rush St., Chicago, 11160611

Assure

yourself top
quality

employees-
Advertise

your

openings
in the

Business

Insurance

Classifieds.

BROKERAGE

JOINT

OPERATION
Well established com-

merical linesinsurance
broker with full office

staff and large office
space to house com-
bined operation. We
have a modern office in

a prestigious building
in midtown Manhattan.

Would like to discuss a

joint operation with a
similar brokerage of-
fice. Need volume of

$500,000 to $1,000,000
in commissions for

jointoperation to make
sense.

Box 1699
Business Insurance

740 N. Rush St.

Chicago. IL 60611

PRESIDENT
Midwest based casualty reinsurer
seeks highly motivated individual with
proven leadership ability to lead man-
agement team. Substantial salary plus
relocation expenses. For confidential
consideration. please send your re-
sume and salary requirements to

Box 1701. Business Insurance

740 Rush Street. Chicago. IL 60611.

INSURANCE

REGIONAL CLAIMS MANAGER
Nationally known insurance company
needs manager for regional claims of-
hee. Exp'd in Group Maior Medical re-
quired. Claims are automated. Top
Salary + Benefits.

Godfrey Personnel. 300 W Adams
Chicago. IL 60606 312/236-4455

INSURANCE SPECIALISTS

FOR SALE
INSURANCE COMPANY SHELL

FOUR STATES (INCLUDING N.Y., FLA.)

PRINCIPALS ONLY

CONTACT MR. GRANOFF 904-224-6117

Risk

Manager
DOMINION BANKSHARES CORPORATION, a 5 4.3 billion
bank holding company located Roanoke, Virginia, seeks
an experienced Risk Manager to assume management
responsibility for risk analysis, risk control, risk
assumption and risk transfer.

Qualified applicant should possess a Bachelor's Degree in
a related field and 3-5 years experience in insurance and
risk management. A professional designation is desirable
as is experience in the financial services industry.

DOMINION BANKSHARES CORPORATION offers a

competitive compensation package including industry -
based direct compensation, a full employee benefit
package and relocation assistance. We invite you to
send your resume to:

David M. Furman

DOMINION BANKSHARES CORPORATION

Department RM'
PO Box 13327

Roanoke, VA 24040
or call COLLECT

( 703) 563 - 7907

An Equal Opportunity Employer M/F/H

DOMINION
BANKSHARES

LLOYD'S BROKERAGE

A small firm of Lloyd's Brokers wish to ex-
pand their American portfolio by forming
a mutually profitable relationship with
M.G.A.'s who presently place business
into Lloyd's.

Our Londor Group has revenue of approx
US $2 Million and staff of 50. We are also

represented in New Yorkthrough anasso-
ciate company.

Release of Minority Shareholding could be
made available to suitable party.

Please reply to:

Box 1716, Business Insurance

740 Rush St., Chicago, IL 60611.

All replies will beheld instrictest confidence.

RISK MANAGEMENT

ADVISOR

The Saudi Basic Industries Corporation (SABIC), a
multi-billion-collar holding corporation involved in

heavy industr,es, mainly petrochemicals, has an im-
mediate opering a: its corporate headquarters in

Riyadh, Saud Arabia for a highly qualified profes-
sionalto serve in an advisory capacity. His duties will
include:

-providing professional advice to SABIC's manage-
ment on insurance matters: and

-participating in the implementation of a compre-
hensive risk management program.

The successful candidateshould havea minimum of

10 years of corporate insurance experience, includ-
ing 3years asa risk managerof a multinationalcorpo-

ration, preferably in petrochemicals or heavy indus-
tries.

Qualified individuals should have a B.S. degree in
business adrrinistration. CPCU and ARM certifica-

tion is preferred: CLU certification is desirable.

Salary is up to U.S. $70,000 peryear (commensurate
with experience): a liberal fringe-benefits package is
included. Send resumes, including salary history, to:

Morgan-Newman Associates, Inc.

Attention: MD

2121 K Street N.W. Suite 600

Washington, D.C. 20037
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Continued from page 3
plants was capped under the Price-
Anderson Act, which placed a ceil-
ing on the utilities' liability from an
accident at a nuclear power facility
and provided federal backing for
two liability pools to insure nuclear
power facilities.

• Developing a federalcoin-
surance program whereby com-
mercial insurers and the federal
government would share EIL losses
under a specific loss-allocation for-
mula.

• Facilitating the development
of group captive insurance com-
panies that would insure members'
environmental liability by provid-
ing federal reinsurance or coin-
surance for these captives.

Enactment of any of these op-
tions would require both congres-
sional approval and a substantial fi-
nancial commitment on the part of
the Reagan administration, which
EPA officials admit privately is un- .
likely.

Insurance industry trade groups
are concerned the decline of the

EIL market will make it nearly im-
possible for companies to find cov-
erage by the Nov. 8 congressional
deadline, putting many small and
medium-sized companies out of
business.

Some EPA staffers maintain,
however, that EIL coverage can be
found by companies with well-en-
gineered and well-maintained dis-
posal sites.

Because a federal bailout of the

EIL market probably will not come
to pass, two trade groups that rep-
resent companies that treat or dis-
pose of hazardous waste are taking
matters into their own hands.

Richard C. Fortune, executive
director of the Hazardous Waste

Treatment Council, and Eugene
Wingerter, director of the National
Solid Waste Management Assn.
told Business Insurance their

groups have retained consultants to
study the establishment of separate
group captives to provide EIL in-
surance for their members.

Meanwhile, James C. Morrow, a 1
vp with Nationwide Mutual Insur-
ance Co. and chairman of the Pol-

lution Liability Insurance Assn.,
has suggested to both Congress and
EPA that a cap be placed on the po-
tential pollution liability of hazard-
ous-waste disposal companies.

The suggestion has generated
some interest among congressional
staffers, but sources say it is too
early to tell how well it would be
received by Congress.

Mr. Morrow also has suggested
that all liability for hazardous-
waste disposal be tied to the opera-
tors of waste-disposal sites rather to
than companies that generated the
waste.

And, several EIL markets that
had stopped writing EIL coverage
say that they may be back in busi-
ness.

John J. Metelski, vp with
Stewart Smith Inc. of Chicago, says
his company has nearly completed
a new reinsurance treaty that will
allow it to offer EIL coverage with
limits of $3 million per occur-
renee/$3 million annual aggregate.

And, R. Malcolm Aickin, director
of ERAS (International) Ltd., based
in London, said recently that his
facility may be open for EIL busi-
ness before the end of the year.

And, the EPA is holding a series
of ongoing discussions with several
insurance industry trade groups to
help the agency determine the state
of the EIL market. Insurance in-

dustry suggestions made during
these discussions may also be in-
cluded in the EPA's Federal Regis-
ter notice.

The Risk & Insurance Manage-
ment Society asked to be included
in the discussions. Jon Harkavy,
director of governmental affairs
for RIMS, said EPA officials and
several RIMS representatives were
to meet late last week to discuss the &
availability of EIL coverage. •

Mazzelia company lawsuits
Continued from page 1
against Agency Facilities are uncertain about its ownership, though Mr.
Mazzella described himself in 1982 as "senior partner and majority
stockholder." Agency Facilities' brokerage license expired in 1983.

• Stockholm Reinsurance Ltd., a Cayman Island company owned at
one time by Mr. Mazzella and his wife. Stockholm Re's license was
suspended in January 1983 after "communication problems" with Mr.
Mazzella, and the reinsurer has since been removed from the Cayman
register of companies, according to a Cayman official.

No business was ever placed with Stockholm Re and the company is
not a defendant in any of the lawsuits described in this story.

Among those now suing Mr. Mazzella or his companies are:
• Centaur Insurance Co., a Chicago-based unit of Borg-Warner

Corp. Centaur accuses Mr. Mazzella, Sentinel, Agency Facilities and
others of fraudulently retaining more than $1 million in premiums
owed to Centaur, including $25.000 paid by the Port Authority of New
York and New Jersey for a police professional liability policy that Cen-
taur says was reinstated after cancellation without its knowledge.

• American Home Assurance Co., a unit of American International
Group Inc., which filed two lawsuits to recover $2.04 million in reinsur-
ante claims on a book of utility industry liability risks.

One suit charges that Sentinel, Agency Facilities and Re/Interna-
tional Ltd. of Bermuda-an intermediary that closed its doors in 1982-
conspired to defraud American Home on the placement of reinsurance.

uuacnea·6 inSUTance, May 0, 1360 / 41

The other suit charges Sentinel and Agency Facilities with breach of
contract, negligence and misrepresentation in placing American
Home's reinsurance with a group of companies, including Colonial.

• Mercantile & General Reinsurance Co. P.L.C. of London, which is
asking a New York court to declare that it is not bound by agreements
with Colonial and Union International Insurance Co., a subsidiary of
Frank B. Hall & Co. Inc., to reinsure 100% of several residual value
policies written by the two companies.

M&G, which could be liable for more than $20 million in claims
under aircraft residual value policies, contends that the original policy-
holder acted in bad faith; that the reinsurance risks were misrepre-
sented by Colonial's London intermediary, Pledger Thomson & Co.
Ltd.; and that Colonial and Union International breached their duty of
good faith and fair dealing in setting up the deal.

Mr. Mazzella denies wrongdoing in all of these cases. He added that
Sentinel and Agency Facilities don't have any assets that could be used
to pay judgments in any of the pending lawsuits.

Asked about the possibility that his personal assets might be sought
for judgments, Mr. Mazzella-described by one of his lawyers as "a very
rich man"-said, "I'm going to fight like hell because I've done nothing
wrong."

"We've placed the business in a proper manner," he said.
Mr. Mazzella-who has a home in Boca Raton, Fla., and says he is out

of the insurance business now-suggested that the lawsuits against Sen-
tinel and Agency Facilities are not remarkable.

Continued on net page

A one=time insertion

they'll see more than- one- time!
INSERTION ORDER # 85-0000

Insertion For: 1985 Directory of Corporate Buyers
of Insurance, Benefit Plans and Risk Management Services

Advertiser/Product/Service: YOU... ifyour goal is to
reach the catalysts in the commercial insurance marketplace
... the buying influentials!

Position: The BIDirectory... ifyou need a vehicle
which provides your advertising message with repGat
exposure. You can benefit from placing your products
and services before key decision-makers. Executives in
virtually every segment of the insurance marketplace
turn to this indispensable source book,
time after time after time.

Additional Information:
- The BI Directory lists almost 2,000 U.S. corporations - 400
more than last year. It provides information on size of
company, by number of employees and sales volume ... plus
an expanded list of executives by title: CFOs, vp's of finance,
treasurers, controllers; risk managers, analysts, managers of
safety and loss control; employee benefits managers,
directors of personnel and planning, directors of pension
planning, human resources and industrial relations;
corporate directors of insurance; claims managers; and more.

· The BI Directory features an index of companies ranked by
number of employees. Also included is a geographical index,
arranged by state.

Publishing Date:
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New York: 220 E. 42 St., NY 10017 (212)210-0133
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Mazzella lawsuits quiry and "demonstrated his un- Centaur provided a primary po- lawfully, the complaint charges cover claims totaling $14 million
trustworthiness to act as an insur- lice professional liability policy Mobile Aerial paid a premium of on losses on a book of utility indus-

Continued from previous page ance agent " with limits of $500,000 covering $18,908 for the extension to Agency try liability business
"There are many other agencies This wasn't the first time The Port Authority security personnel Facilities through its broker, Marsh The public utility risks were part

that went down with many more New York Insurance Department at New York-area airports starting & McLennan, but Centaur never of a liability program organized by
lawsuits," he said ordered Mr Mazzella to show cause m December 1980 received the money, the comflaint Stone & Webster Inc, a New York

Mr Mazzella pleaded not guilty why his licenses should not be re- Hamond & Regine, the Port Au- says engineering and construction firm,

last Thursday to mail and wire voked thority's broker, placed the cover- The Mobile Aerial claim was and brokered by Alexander &

fraud charges in a federal indict- A 1976 Insurance Department ci- age with Centaur through Agency linked to charges that the defen- Alexander
ment that accused him of diverting tation alleged that Mr Mazzella Facilities and Centaur's wholly- dants violated the Racketeer In- The four reinsurers named in the

$24 million m reinsurance premi- had caused one of his employees to owned managing general agent, fluenced and Corrupt Orgniza- suit, filed in January 1984 in New
ums owed to Colonial from Ameri- sign Mr Mazzella's name to a rein- Atlantic & Gulf Insurance Agency tons Act York State Supreme Court in Man-

can Centennial Insurance Co of surance slip purportedly binding Inc Agency Facilities also placed a The RICO charges were dis- hattan, include Eurobel S A D'As-

Peapack, N J (BI, April 29 ) Horace Mann Insurance Co as a $15 million excess policy with missed by a federal judge, but the surances, Lloyd Italico & L'Ancora,
The premiums related to reinsur- reinsurer of Argonaut Insurance Twin City Fire Insurance Co, a Mobile Aerial claim may oe in- Compagnia di Assicurazioni e Rias-

ance for Associated Electric and Co on the New York State Medical unit of Hartford Fire Insurance cluded as part of Centaur's overall sicurazioni, Alte Leipzlger Ruck-
Gas Insurance Services Ltd , a util- Society's medical malpractice in- Co, according to Susan Ellsworth, claims for an accounting of premi- versicherung AG, and Administra-
ity industry captive insurer surance program an assistant vp at Hamond & Re- ums, said John Nonna, a lawyer for tion of State Insurances (ADAS),

The Indictment charges that Mr Mr Mazzella bound the coverage gine Centaur the Romania state insurance corn-

Mazzella directed American Cen- on behalf of First International In October 1982, Centaur notified Agency Facilities, Sentine], Mr pany
tennial's intermediary, The Placers Group, an agent of Horace Mann, the Port Authority that it Intended and Mrs Mazzella and Mssrs Zer- American Home's suit charges

Inc of Morristown, NJ,to remit and the reinsurance slip identified to cancel the professional liability lanko and Hoskie all deny the alle- the four reinsurers with breach of
premiums to him to be forwarded Mr Mazzella incorrectly as an offi- policy as of Jan 24, 1983, according gations in the Centaur complaint contract for failing to pay reinsur-
to Colonial cer of First International, accord- to the complaint and offer a number of defenses and ance claims for losses that occurred

Instead of forwarding the premi- ing to Insurance Department docu- But in December 1982, Agency counterclaims between 1977 and 1980

ums, the indictment says, Mr Maz- ments Facilities mailed a notice to Ha- Among the defenses lS that Cen- It also accuses Sentinel, Agency

zella deposited the premiums in a The citation alleged that Mr mond & Regine purportedly rein- taur has refused to pay commis- Facilities and Re/International-
savings account established in Co- Mazzella knew or should have stating the policy as of its Dec 5 an- sions it owes the defendant: and all of which acted as American
lonial's name at a New York bank known that First International did niversary date, and later mailed that these amounts offset the dam- Home's reinsurance Intermedlarles
with a signature card bearing the not have authority to bind the rein- another notice reinstating the pol- ages Centaur has claimed -of breach of contract and negli-

forged signatures of two Colonial surance for Horace Mann icy as of Jan 24, 1983, the com- Commissions owed by Centaur gence in placing American
officers Mr Mazzella testified that he re- plaint says amount to "close to $1 million," ac- Home's reinsurance

Mr Mazzella also told a Colonial lied on the instructions of Warw:ci The reinstatement notices bore cording to Andrew Krinsky, a law- Several sources familiar with the

officer in January 1981 that the Feldman, president of First Inter- the "purported" signature of yer with the New York firm of 01- litigation say that A&A assisted
AEGIS policies had been canceled national-and also president of George McNeill, former general nick, Boxer, Blumberg, L:ne & with the placement of American
when in fact they had not, the in- Re/International-to bind the cov- manager of Centaur's Atlantic & Troy, representing all the cefen- Home's reinsurance, including the
dictment alleges erage, and that he had been told Gulf Insurance Agency, according dants except the Port Authority referral of business to Sentinel and

Mr Mazzella conceded that the earlier by a Horace Mann official to the complaint and Sentinel Agency Facilities

$24 million in premiums were "de- that First International was one of Ms Ellsworth says Mr MeNeill's The defendants also filed a coin- A&A would not comment

posited stupidly by me" in an ac- the company's agents signature is the only signature that terclaim alleging that Centaur ls- Re/International represented

count at Astoria Federal Savings & The employee who signed Mr appears on the reinstatement no- sued two policies to Agency Facili- that it had authority to bind the
Loan in Greenvale, N Y Mazzella's name on the slip after tices ties in 1981 and 1982 that provided four companies when in fact it did

He added that "every penny of getting Mr Mazzella's permission Centaur's lawsuit, however, coverage for the agency's profes- not, the suit charges
the $24 million in funds was ae- by telephone testified that he did claims that the insurer never au- :ional liability risks If American Home is unable to

counted for," noting that $2 million not realize that the slip character- thorized a reinstatement and that Mr Krinsky says he may argue, collect from its reinsurers, the com-
was used to pay AEGIS claims ized Mr Mazzella as a First Inter- the signature of Mr MeNeill-who therefore, that Centaur should be plaint says Sentinel, Agency Facili-

Mr Mazzella says he has the can- national officer, insurance depart- was "terminated" by Atlantic & barred from suing the defendants ties and Re/International should be
celed checks to prove that the claim ment documents say Gulf in April 1982-is forged "or -its policyholders-for damages held liable for the reinsurance
payments were made The reinsurance never took ef- was obtained by defendants that may be the subject of .laims claims

Mr Mazzella would not comment feet and no premium ever changed Agency Facilities, Sentinel Facill- under the Centaur policies The complaint also accuses Senti-

on the charges that he falsely told hands, the documents say ties, Louis Mazzella, Anne Maz- However, there lS disagreement nel, Agency Facilities and Re/In-
Colonial that the AEGIS policies While noting that Mr Mazzella zella, Zerlanko and Hoskie through over whether the policies actually ternational of conspiring to defraud
had been canceled and that the As- handled the transaction in a "hap- unlawful means " provide errors and omissions Cov- American Home on the reinsur-
tona account was opened with hazard manner," the Insurance De- The Port Authority paid premi- erage ance placement

forged signatures partment's hearing officer con- ums of $25,000 on the reinstated Gerald F Murray, Centaur's sec- The lawsuit does not provide any
cluded that no disciplinary penalzy policy to Agency Facilities through retary and counsel, described the details of the alleged conspiracy,

State investigation was warranted He suggested, Hamond & Regine, but Centaur policies as "excess personal injury" and lawyers with the New York
Alleged diversions of reinsur- though, that Mr Mazzella be "more says it never got the money and policies covering liabilities for firm of Kroll, Pomerantz & Ca-

ante premiums from American circumspectinhisdealings within- didn't find out about the reinstate- physical injury, advertising in ury meron, representing American
Centennial also were the subject of surers " ment until the Port Authority filed and property damage Mr Murray Home, refused to elaborate
the New York Insurance Depart- More recently, Mr Mazzella's claims in 1983 said the policies do not spec fically In their answers to the com-

ment's investigation of Mr Maz- dealings with insurers have pro- Centaur is defending the claims provide E&0 coverage plaint, Eurobel, Alte Leipziger and

zella and Sentinel last year duced a number of civil lawsuits al- while reserving its rights to deny Mr Krinsky added that the de- Lloyd Italico all say they never re-
Mr Mazzella didn't respond to an leging fraud, misrepresentation, coverage fendants relied on the apparent au- ceived premiums from American

Insurance Department request for breach of contract or negligence The insurer's suit seeks a de- thority of Atlantic & Gulf to bind Home on the business
records and also failed to respond claratory judgment that the policy Centaur on various risks, and that (ADAS has not yet been served

to a subsequent subpoena requiring Centaur lawsuit was canceled as of Jan 24, 1983 If officials of Atlantic & Gu f may with the complaint and has not
him to appear with his records at The Centaur lawsuit, filed in the policy iS found to be in force, have continued to use Mr filed an answer, according to a law-
the department's offices U S District Court for the Eastern Centaur seeks a judgment that MeNeill's name to bind policies yer with Kroll, Pomerantz )

He also failed to appear at a de- District of New York in Brooklyn Agency Facilities and the individ- after Mr MeNeill had left Atlantic Sentinel and Agency Facilities
partment hearing at which testi- last year, names the Port Au- ual defendants are liable for any & Gulf were served with the complaint,
mony on the alleged premium di- thority, Agency Facilities, Sentinel payments it has to make But, Mr Murray denies that any- but never filed answers, the lawyer
versions was heard Facilities, Mr Mazzella and his The Port Authority, which says one at Atlantic & Gulf used Mr said American Home has not filed

Bernard Hubscher, Mr Maz- wife, Anne Manella, who is char- it acted in good faith, has filed a McNeill's binding authority after a motion for a default Judgment
zella's lawyer in the case, said that acterized in the complaint as one of counterclaim demanding that the Mr MeNeill resigned, and added against them
the department failed to provide the "directors, officers or share- Centaur policy be enforced or that that Atlantic & Gulf's recorcs show In a telephone interview, Mr
documents that he had demanded holders" of Agency Facilities, it receive a refund of ltS $25,000 that the agency specifica.ly de- Mazzella said that he relied on

In revoking Mr Mazzella's and George Zerlanko, former president premium clined to reinstate the Port Au- Re/International's authority to
Sentinel's licenses, the department of Agency Facilities, and Gary I If the court does not enforce the thority policy bind the European companies, that

cited Mr Mazzella's failure to coop- Hoskie, another former Agency policy, the Port Authority also de- Mr Murray confirmed that Cen- he paid the American Home premi-
erate, which it said impeded the in- Facilities employee mands that Agency Facilities, Mr taur has filed claims of roughly $19 ums to Re/International and that,

and Mrs Mazzella and Mssrs Zer- million under two of its parent like American Home, he was a vic-
lanko and Hoskie 1ndemnify lt for company's fidelity bonds for losses tim of the Bermuda intermediary's
any losses that would have been attributable to Atlantic & Gilf em- collapse

insurance services guide covered by Centaur, and seeks $25 ployees, including Mr MeN€111 and "They told me they had the au-
million in punitive damages from Leonard Rogers, a former Atlantic thority They gave me the certifi-

; each & Gulf officer cates," Mr Manella said

The Centaur complaint also Some of the fidelity bond claims "I have over $4 million worth of

charges that Agency Facilities, involved business produced by Mr canceled checks showing what I paid
Use the Insurance ATWOOD & CO. Sentinel and the individual defen- Mazzella's companies Re/International," he added, saying

dants "wrongfully, willfully and Mr Mazzella claimed in ai inter- that he doesn't know what Re/Inter-

Services Guide to Consulting Actuaries

Reinsurance and Reserve Analysts
intentionally" failed to remit more view that Centaur's cancellation of national did with the premiums

reach your best for Captives, Sell Insurers & Insure,s. than $1 million in premiums on the Port Authority policy was "de- "If Re/International goes out of

13113 Polvera Ave
other business, and the insurer is fective" because it did not give 90 business, how can I help 127 I got

prospects. Rancho Bernardo, CA 92128 demanding that these premiums be days' notice stung, too," Mr Mazzella reflected
(619) 451-6049 accounted for He added that his companies pro- He said that Re/International

In addition, the Centaur com- duced a total of 2,000 to 3,000 poli placed some of Colonial's reinsur-
Consulting Services plaint charged that Agency Facili- cies for Centaur and that the law- ance, and that Colonial also suf-

related to failures and damages
LOSS CONTROL ENGINEERING ties mailed an endorsement ex- suit specifies problems with only fered losses as a result

to Civil, Structural, Mechanical, Electrical by independent professionals tending coverage under a policy for two-the Port Authority's:na Mo- "If I thought that Mr Feldman's
and Chemical Systems FIRE PROTECTION and SECURITY Mobile Aerial Towers Inc of Fort bile Aerial's reinsurance was bad, I never would

Worldwide Experience
Since 1924

Now 7 offices in U.S and Canada Wayne, Ind, for one month beyond "Only two E&0 situations out of have used it for my own company,"
HAAG ENGINEERING COMPANY GAGE-BABCOCK & ASSOCIATES the policy's September 1982 expira- 2,000 to 3,000 policies What's the he said
Texas WATS 1 800-442 0814 Ask for free brochure 312/530-1494 tion date, despite the fact that Cen- big deal'>" he asked
US WATS 1 800 527 0168 P O Box 814245
Louisiana 504-889 0562 Dallas. TX 75381 135 Addison. Elmhurst, IL 60126 taur had specifically denied a re- Second American Home suit

quest for the extension by Mr Zer- American Home suit In a separate New York State Su-
lanko In another case, American Home preme Court lawsuit, American

For advertising information in the INSURANCE SERVICES GUIDE The disputed endorsement also Assurance Co is suing Sentinel, Home sued Sentinel, Agency Facil-
Contact Beverly Kluxdal, 740 Rush Street, Chicago, Illinois 60611 bore Mr MeNeill's signature, Agency Facilities, Re/International ities and four other reinsurers, in-

Telephone (312) 649-5340 which was forged or obtained un- and four European reinsur€rs to re- Continued on next page



Continued from previous page brought in New York State Su- for $6 1 million in June 1982, and number of schedules hsting various dation, and added that a recessioncluding Colonial, to recover claims preme Court in 1982 by Mercantile Colonial then tried to collect on its parts of the airplane, and each in the aircraft resale market wason the same Stone & Webster util- & General
tty business 100% reinsurance with M&G

The M&G suit names Colonial, schedule was valued at $500,000 ex- responsible for the losses
MUG is contesting the $6 1 mil- cept one, which carried a $100,000The three other reinsurers Union International, the Frank B hon Island Helicopter claim and value Mr Mazzella also said that he was

named in the suit are Centaur, Hall underwriting unit, Spanno four others Spanno filed under the not involved m the placement of Co-
Union Indemnity Insurance Co of Corp, and Island Helicopter Corp M&G charges that the values lonial's reinsurance of the Spanno

Colonial and Union International were placed on these parts ark)i- business with M&G Mr MazzellaNew York, an underwriting unit of In the declaratory Judgment ac- policies for a total of roughly $15 trarily
Frank B Hall & Co Inc, and Over- tion, M&G asks the court to void million, according to Stuart Cotton, said he left Mr Thomson, a Spanno

M&G, which calls this a "cynical executive and the M&G underwriterseas Union Insurance Co Ltd of agreements under which M&G a lawyer representing M&GSingapore attempt to convert a $500,000 insur- together at lunch in London to worksupposedly reinsured 100% of sev- In court papers, the reinsurer ance policy into a policy with no out the details of the programAmerican Home sought to re- eral residual value risks that Colo- claims that the risks were falsely monetary limit whatsoever," asks I was Just fronting like anycover reinsurance claims totaling mal and Union International wrote represented to the M&G un- the court to rule that if its reinsur- other company would do," Mr$593,170 from the four reinsurers for Spanno
or-if it could not recover from the derwriter, that Spanno knew or ance of Colonial is effective, its lia- Mazzella said "We took our front-In addition to nullifying M&G's should have known before the cer- bility on the Island and other ing fee and that's all we took "four companies-from Sentinel reinsurance of Colonial and Union tificates were issued that losses claims is limited to a 25% quota-and Agency Facilities He noted that the disputed rein-International on two master poh- would occur, and that Colonial and share up to a maximum of $500,000 surance with MUG-which theThe lawsuit charged Sentinel cles issued to Spanno, the suit also Union breached their duties of per certificateand Agency Facilities, which acted specifically seeks to rescind a cer- good faith and fair dealing to M&G Pennsylvania Insurance Depart-

Colonial, Union International, ment regarded as an unauthorizedas American Home's 1 nterme- tificate issued under the Colonial in putting the insurance programs Spanno and Island all deny the al- reinsurer-was a principle reasondiaries, with breach of contract, policy to Island Helicopter The Is- together legations in the M&G complaintnegligence and misrepresentation land certificate does not involve for Colonial's insolvency
in placing the business In its submission to M&G, Colonial, represented by Mr Mr Mazzella said that ColonialUnion International although cer- Pledger Thomson said that Hubscher, has filed a cross-claim wrote about 15 risks for Spanno,Sentinel and Agency Facilities tificates issued under the Union Spanno's practice was to appraise against Spanno and Island de- about three of which producedfalsely represented that Sentinel policy are the subject of lawsuits in aircraft at a fraction of their "dis- manding that if the M&G reinsur- losseshad authority to issue reinsurance other courts
certificates on behalf of the four tressed market value," an assertion ance is found to be void, Colonial's M&G's attorney, Mr Cotton,According to the court papers in M&G says was false
companies, the complaint charges the case involving Island, Spanno insurance of Spanno and Island however, says he iS not aware ofThe submission, signed by Robert should also be declared voidOverseas Union, which is fight- -an aircraft appraisal company F Thomson, a principal of Pledger any Spanno certificates other than

Union International has filed the five Union and Colonial certifi-ing the suit on jurisdictional that was based in Melville,NY- Thomson, also said there had been counterclaims against M&G charg- cates on which MUG is suing togrounds, may argue that one of the bought a master insurance policy no previous losses under the class ing it with bad faith and asking avoid liabilitymanaging general agents handling from Colonial in June 1981 to guar- of business being considered, ac- that the reinsurance be declared In a March 12, 1982 letter to thethe business did not have authority antee its appraisals of aircraft re- cording to papers filed by M&G
to bind Overseas Union, according sale values

valid Melville, NY, branch of ChemicalBut M&G argues that the Islandto Joseph Schiavone, a lawyer with Spanno, which says it paid pre- Bank, Mr Mazzella also proposedIn November of 1981, Colonial, Helicopter plane in question had miums of $745,358 for the Colonial using residual value insuranceCadwalader, Wickersham & Taft, through Agency Facilities and its previously been returned to and Union International policies, backed by M&G to help finance hisrepresenting Overseas London intermediaries-Stoic Pit- Spanno under another guaranteed has filed a cross-claim against Colo- intended purchase of The North-American Home's reinsurance man Ltd and a successor firm, appraisal insured by Skandia mal for payment of its $6 1 million West Insurance Co of Portland, Orewas purportedly placed with Over- Pledger Thomson & Co Ltd -sub- America Reinsurance Corp Skan- claim Spanno also filed a counter- The letter-a copy of which wasseas Union through Sentinel and mitted the risk to M&G, and an dia escaped paying a claim on the claim against M&G, alleging that a obtained by Business Insurance-Agency Facilities, American M&G underwriter signed a slip for return only because Spanno was "cut-through" provision on the Co- asks Chemical Bank for a loan ofAgency Underwriters of Paoh, Pa, a 25% quota-share of the risk
and Accolade Underwriters in able to resell the plane to Island lonial cover note allows Spanno to $10 million to buy the company,Three days later, the same un- using a new, fraudulently Inflated recover claims directly from M&G which would then write residualLondon, said American Home's derwriter signed another slip for a guaranteed appraisal backed by in light of Colonial's insolvencylawyer value insurance for Spanno333% quota-share and the next M&G, the reinsurer claims Spanno also asks for a total Of Writing as chairman of the boardNeither American Agency nor month signed a third slip for 100% In addition, MUG argues that the $62 6 million in compensatory dam- of Colonial, Mr Mazzella proposedAccolade are named as defendants reinsurance subject to retrocessions 100% reinsurance of Colonial was ages and $225 million in punitive a financing scheme in whichin the American Home suit, but that would reduce M&G's line to never effective because the un- damages on two counterclaims North-West would buy Colonial forOverseas is currently in litigation 25%, according to M&G's com- derwriter's acceptance of the 100% charging M&G with breach of ltS $4 million after Colonial had ac-with Accolade in London over plaint
whether the agency had binding slip and a later 100% cover note for contractual obligations and fraud quired it The $4 million would beAll of the slips called for a limit Island was conditioned upon retro- Arthur G Rosenberg, Spanno's turned over to Chemical Bank asauthority for the company, Mr of $500,000 for any one item of cessions reducing M&G's line to lawyer, described the Island deal as partial repayment of the loanSchiavone said equipment, which could include 25%

Centaur, whose share of the risk parts of an airplane "a short-term transaction where it Mr Mazzella said that Colonial

flowed through Atlantic & Gulf Mr Thomson told the un- was contemplated that a quick would also supply Chemical BankIn March 1982, a Colonial insur- derwriter that these retrocessions profit could be made "Agency (which is not named in the ance certificate was issued to Island had been placed, when in fact they with a $5 million residual value

suit), is currently arbitrating the dis- Helicopter under the Spanno mas- never were, M&G charges "It was all spelled out in papers policy "guaranteed by Mercantile
There was nothing underhanded & General "pute with American Home Union ter policy guaranteeing Spanno's M&G also objects to the way the about it," Mr Rosenberg said The remaining $1 million of theIndemnity has settled the case by $6 1 million appraisal of a plane Is- appraised value of the Island plane "There was nothing kept from any- loan would be secured by Manhat-agreeing to pay the claims, according land Helicopter was buying

to American Home's lawyer was reported on the Colonial insur- one " tan real estate owned by Mr Maz-Under the terms of the guaran- ance certificate Though the cover Island also filed cross-claims zella, the letter saidSentinel and Agency Facilities teed appraisal contract, Island- note required items of equipment" against Spanno to recover the $5 35 Mr Mazzella's letter did notnever answered the complaint, the which bought the plane for $5 35 to be listed on separate certificates million cost of its airplane and make clear what the subject of thelawyer said American Home never million-immediately exercised its under the master policy with maxi- against Colonial to recover on its residual value insurance was to befiled for a default Judgment option to require Spanno to sell the mum limits of $500,000, Colonial is- $6 1 million claim Colonial's intended purchase ofMercantile & General suit plane for the guaranteed amount or sued Island a certificate showing a Mr Mazzella defended Colonial's North-West never went throughto recover the $6 l million from Co- sum insured of $61 million, MUG involvement in the Spanno deals,Meanwhile, Colonial is involved lonial, court papers say An Oregon state court orderedcontends

in another labyrinthine lawsuit saying that the business had come the liquidation of North-West lastSpanno made a claim on Colonial Attached to the certificate were a to him with Skandia's recommen- December (BI, Dec 10, 1984)
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If you were investing inthis $225,000 diamond,
youtlgotoan expert.

Whybuy Workers'Comp. anydifferently?
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Expertise makes all the difference, whether you're
selecting a diamond of unquestioned quality for your
investment portfolio or custom tailoring a Workers
Compensation program which meets your company's
specific needs.

Which is why you should consider American Mutual.
Nearly 60% of our business is in Workers' Compensation.
And we can put our knowledge to work for you. With
programs as unique as your company

We can also customize general liability and commer-
cial auto insurance plans foryou with the same expertise.

The point is, whatever your insurance needs, you
should do business with experts. Because the risks can
be high if you don't. American Mutual. We're experts.

Nabil Ata, of Ata Co.. Inc., Diamond Cutters, Boston, examining
one of the facets of a brilliant-cut, investment quality diamond.
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