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LOS ANGELES-There were short people, tall people, for
eign people, important people and even "mechanical" people at
the 21st annual Risk & Insurance Management Society confer
ence last month.

Final figures are not tabulated, but estimates are that about
2,500 persons were registered this year, down from last year's
2,800.

One of the attendees was the robot SICO, a host at the hospi-
tality suite sponsored by Alexander & Alexander Services Inc.
SICO represented Anistics Inc., A&A's risk management infor
mation systems subsidiary.

SICO, built by International Robotics in New York, cracked
jokes with the men and danced with the women at evening
parties attended by many of the risk managers after a day
filled with sessions on everything from loss forecasting to the
use of captives.

Those sessions offered information that could not be

-- obtained from other sources, said Sue
Sauer, manager of risk and workers

compensation at Container Corp of
America in Chicago.

This was the first conference for

Ms. Sauer, but she, like many of the
veterans, thought the industry ses-
sions were the best.

Others concurred. "You make a lot of
contacts here, you get some new ideas

in the seminars. . .you meet people
that generally can do something for

you, point you in a different di-
rection. The conference is the give-
and-take of what's going on," said

Ralph Perry, vp and director of risk
management at AMFAC Inc. in San
Francisco.

update

Plaintiffs' attorneys to get
$2.2 million in Hyatt case
KANSAS CITY, Mo.-A federal

judge is approving more than $2.2
million in fees and expenses to vic-
tims' lawyers in a class-action suit fol-
lowing the Kansas City Hyatt Re-
gency Hotel skywalks disaster.

The suit was settled prior to trial,
and 21 individual class members in-

jured or killed in the July 17, 1981,
collapse have been paid a total of
$200,000. Six more still are settling.

Continued on next page

MGM Grand to finalize
settlement this month

By RHONDA L. RUNDLE

LAS VEGAS, Nev.-MGM Grand Hotels Inc. will
formalize on May 20 its settlement of all but a few of
the remaining 450 liability lawsuits stemming from a
1980 fire at its Las Vegas hotel.

All but about 40 of the 112 other defendants sued in

the fire litigation also are participating in the largest
out-of-court tort settlement in U.S. history (BI, April
11).

More than 1,350 fire victims and surviving family
members will share almost $140 million paid by MGM
Grand and the other defendants into a settlement fund
held in a bank escrow account.

"The money isn't all there yet, but that's how much is
projected based on actual settlements and settlements
in principle," said a spokesperson for the court.

MGM Grand is expected to make a second $25 mil-
lion payment to the escrow account 21 days following
delivery by the Plaintiffs' Legal Committee of final pa-
perwork on the settlements.

The hotel-casino company will complete its $75 mil-
lion contribution to the master settlement with a final

$25 million payment in two years. It made its first pay-
ment early this year.

But, plaintiffs will receive checks for 80.5% of their
individual agreed-upon settlement amounts beginning
in early summer. A court-approved payment schedule
calls for additional payouts in September 1984 and Sep-
tember 1985.

As part of the master plan, MGM Grand also has
agreed to indemnify the settling defendants against
compensatory damages claimed by the few holdout
plaintiffs. This will not be necessary if those plaintiffs
settle soon, as some legal observers expect.

"All of the death claims have been settled,"

Wendell Gauthier, the co-chairman of the Plaintiffs'
Legal Committee. The holdouts are smoke inhalation
cases, he said.

Eighty-five people died and about 700 suffered
smoke inhalation and other injuries in the November
1980 fire that started in a hotel restaurant and quickly
spread into the adjoining casino area.

The settlement virtually eliminates MGM Grand and
the other settling defendants from further legal in-
volvement in an upcoming trial that will decide liabil-

ity against non-settling de-
fendants. About 40 defen-

dants will meet a small

group of plaintiffs on July
11 in the U.S. District Court

in Las Vegas.
The plaintiffs who

have reached partial settle-
ments have the right to
conclude their cases before

the non-settling plaintiffs
are heard," explained Mr.
Gauthier.

Among the defendants
going to trial are many

/r small companies that fur-
nished plastic products to
the hotel. Some of them

also are being sued in a su-
brogation action by MGM Grand's excess property in-
surer, American Protection Insurance Co., a unit of
Kemper Group (BI, April 18).

MGM and the settling defendants-although excused
from the upcoming trial-could still be dragged into
court in a couple of years by the holdout plaintiffs if

Continued on page 70
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ISO unveils new property insurance forms
By BILL DENSMORE

NEW YORK-Property insurance buyers
will have nine new property insurance forms
to mix and match under proposed policy re-
visions released late last month by the Insur-
ance Services Office.

The forms, which are being circulated to
insurance buyers and brokers for their com-
ments, are specifically designed to increase
deductibles and limits, clarify coverage and
simplify language. They would replace six
existing forms, perhaps as early as 1985. It
would be the first major revision of the forms
in 40 years.

"It is not our intent to broaden or narrow

coverage, but rather to redefine coverage,"
said Michael Fusco, vp of commercial lines
for ISO, the industry advisory rate making
and policy-writing association.

New versions of the comprehenisive gen-
eral liability insurance policy released by ISO
last year, which did reduce coverage, are

being revised after insurance buyers and bro-
kers complained.

ISO acknowledges the new property insur-
ance forms would represent "significant
variation from current procedures" if
adopted.

To be replaced are the current general
property, special building, special personal
property, optional perils endorsement, busi-
ness interruption and extra expense insur-
ance forms.

In their place would be nine new forms
drafted in easy-to-read language with com-
mon policy conditions plus a choice of cover-
age and perils-covered sections that may be
added or subtracted like building blocks to
form a single basic, broad or "special" policy
depending on the buyer's needs.

"We've made a major effort to simplify the
language and structure of the new forms
without making major changes in coverage,"
says Mr. Fusco.

INSIDE

Of the 1,200 insurer members of ISO, about
800 use its property insurance forms.

ISO mailed the proposed new forms, to-
gether with explanatory memoranda totaling
99 pages, to key groups of insurance buyers
and brokers in mid-April for comment by
June 1. By last week, however, few had
formed any opinions.

"Of the forms we have seen presented by
ISO of late, these are better than most," says
Walter T. Derk, an executive vp of Fred S.
James & Co. in Chicago and current presi-
dent of the National Assn. of Insurance Bro-

kers. Mr. Derk said he was preparing a de-
tailed analysis of the forms, "There are some
coverage changes," he added.

At the Risk & Insurance Management So-
ciety, which just completed its annual confer-
ence in Los Angeles, officials were still mull-
ing which of two committees should review
the property proposals.

Under ISO's proposed forms, a property

GAF plans could be blocked
by asbestos liabilities

Page 2

policy would consist of at least four packets
of paper: a new one-page common policy
conditions form that lists conditions common

to all lines of insurance; a one-page commer-
cial property conditions form that spells out
the conditions that apply to all commercial
property coverages; one or more coverage
forms; and one or more causes-of-loss forms
that describe perils insured against and ex-
clusions.

Common conditions form

This one-page form describes "common
policy conditions" that would apply to all
coverages and all perils insured. Included in
this' form, which must be attached to the
front of all policies, are provisions governing
cancellation, policy changes, misrepresenta-
tion, examination of books, inspection
of property, premiums and transfer of
rights.

This form provides that the insurer may
Continued on page 71

What is risk?
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Plaintiffs' bar to get $2.2 million
Continued frompreutous page
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Under the settlement, defendants agreed to pay reasonable fees
t

.

and expenses to plaintiffs' lawyers as determined by the court
r

U S District Judge Scott O Wright's May 4 order means that
about 10 lawyers will receive from Hyatt Corp, Hallmark Cards

L-9 iInc and other settling defendants as much as 10 times what their --

clients are receiving -L
--

.

One attorney who did most of the research on the plaintiffs' case, 4 .3[4 f'

Robert C Gordon of Kansas City, is to receive $450,000 1 7¥l 311 b

The largest fee-$725,000-is to be paid to the Washington, DC, i,?
law firm of Williams & Connolly, whose partner, Irving Younger,

JAV.

was lead class plaintiffs' attorney Other fee awards totaled $190,000 6 4 /1.P R * .* .'* '*A'
to attorney William P Whitaker of Kansas City, and a total of
$405,000 to three other firms and one other attorney

The Judge also approved payment of a total of $441,000 m legal T IN, 116 34 134. r .3 0 '45 · '6·121 L ../
expe ses to Williams & Connolly and to Mr Gordon, bringing the In , //

:r 4.02'61* Itotal fees and expenses to $2 2 million
.

-
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Libel verdict dismissed 0 *LJ' 1 C·

WASHINGTON-Insurers for The Washington Post Co are
*r4, h * I 2 1*: 0 *. I. %5<IM--511&21.Kinrifyili.:flinied,2/1/lusir,a

breathing a sigh of relief after a federal judge threw out a $2 05 Photo Wide World

million libel award to Mobil Corp President William Tavoulareas Firefighters sift through the rubble in downtown Coalinga caused by last week's massive earthquake.
Richard White, the Post's risk manager, said neither he nor the

company's primary libel insurer, Employers Reinsurance Corp of
Overland Park, Kan , would comment on the May 2 ruling

Mr Tavoulareas and his son sued the Post over a Nov 30, 1979, Most damage from quake
story that said Mr Tavoulareas had allegedly "set up" his son in a
shipping concern that did business with Mobil (BI, Aug 9, 1982)

The decision can be appealed not covered by insurance
Trustees to repay $6.5 million

By DOUGLAS McLEOD onds and was felt from San Francisco to Los Angeles
WASHINGTON-The Labor Department says trustees of the Most of the quake damage was confined to the Coa-

Teamsters' Central States pension and health and welfare funds will COALINGA, Calif -Most of the estimated $31 mil- linga area, according to John Gilbert, a spokesman for
repay $6 5 million to the funds to settle charges of mismanagement lion in damages caused by last week's earthquake that the Fresno County Department of Health The eight-

Under the settlement, the largest ever obtained under the Em- shattered Coalinga are probably not insured, several square-block downtown area, consisting mostly of ma-
ployee Retirement Income Security Act insurance industry sources say sonry buildings up to 60 years old, was virtually wiped

• The trustees will reimburse $1 78 million to the health and In the few cases where businesses did purchase out, he said
welfare fund for substantial overpayments to firms owned by the earthquake insurance, losses are probably not serious The quake destroyed 141 business properties and da-
late Allen Dorfman Mr Dorfman, a Chicago insurance executive, enough to pierce policy deductibles maged 73 others, according to Joint federal/state assess-
was slain after being convicted of attempting to bribe former Sen Along with losses suffered by businesses and resi- ment teams
Howard Cannon, D-Nev dents of the rural San Joaquin Valley town of 7,000, an The California Office of Emergency Services has es-

• Trustees will reimburse $1 84 million to the pension fund for undetermined amount of damage was done to nearb timated that $25 1 million worth of damage was done to
illegal ownership and use of a private jet oil and gas wells, pipelines and storage tanks owned by private property, mostly commercial buildings in

• Trustees will pay a total of $1 12 million to both funds for im- several oil companies downtown Coalinga, while damages to roads, schools
properly paid attorneys' fees The quake, registering 65 on the Richter scale with and other public property total $6 million

• The trustees of the pension fund Will pay $176 million in de- an epicenter 10 miles north of Coalinga, lasted 28 5 sec- Continued on page 72
fense costs of two former trustees who were found guilty of conspir-
ing to defraud the pension fund

In addition, the pension fund will have to sell its Jet within 75
days The fund also may not purchase private airplanes in the fu- Barbados passes captive law
ture The settlement, which still must be approved by federal courts,
is completely covered by insurance, the Labor Department said By LEN STRAZEWSKI tives are exempt from local taxes However, our fees

and capital requirements are generally less demanding

Sasse suits settled LOS ANGELES-The Caribbean island of Barbados and all types of captives, including group or association
is Joining Bermuda, the Cayman Islands, the Bahamas captives and shelf companies (companies that are not

LONDON-Litigation triggered by the fall of the Sasse Syndicate and other offshore domiciles as a home for captive in- currently doing business), are encouraged," Mr King
at Lloyd's of London may finally be over after the parties in the surance companies said
final three Sasse suits reached a settlement late last month The Barbados Exempt Insurance Act of 1983, passed Incorporation requirements for captive insurers in

Lloyd's announced the agreement among the parties-including less than two months ago, creates tax-exempt status for Barbados include
the syndicate's names, syndicate manager Sasse & Turnbull Ltd, foreign-owned insurers and "improves upon captive • One local director who must file a written consent

Lloyd's broker Brentnall Beard International Ltd and Lloyd's itself legislation in such areas as Bermuda, Bahamas and to act with the island's registrar of companies
-shortly before a trial was to begin in a London court (BI, May 21 Cayman," says David King, general counsel for the • An annual government fee of $5,000 in Barbados

Lloyd's Chairman Peter Green said he would give the details of Central Bank of Barbados, the island's reserve banking currency (about $2,500 in U S dollars)
the settlement among the parties at Lloyd's annual general meeting center • Approximately $4,000 ($2,000 US)in incorpora-
next month Mr King represented the Barbados government and tion, legal and stamp duty fees

its financial industry as an exhibitor at last month's • Minimum capital requirements of $250,000

Panel approves longshore bill Risk & Insurance Management Society annual confer- ($125,000 US) A 5-1 premium-to-capital ratio must be
ence maintained to an annual premium volume of $10 mil-

WASHINGTON-The Senate Labor and Human Resources Com- "We certainly see ourselves as a viable alternative to lion ($5 million U S ), while a 10-1 premium-to-capital
mittee last week unanimously approved legislation, S 38, that Bermuda and the Bahamas As in other domiciles, cap- Continued on page 69
would overhaul the federal Longshoremen's and Harbor Workers
Compensation Act

The legislation, proposed by Sen Don Nickles, R-Okla, would-
among other things-cap annual benefit increases at 5% Cur. GAF's plans could be stalled
benefits are increased every October to match the annual increase
in the national average weekly wage

Lloyd's names must pay more by potential asbestos liabilities
LONDON-Lloyd's of London names who are members of avia- By STEPHEN TARNOFF products

tion syndicate No 862, managed by Oakeley Vaughn (Under- A spokesman for GAF confirmed that the sale of
writing) Ltd, will have to pay an additional 17,000 pounds for every NEW YORK-GAF Corp's attempt to liquidate its GAF's chemicals business is subject to a "satisfactory
10,000 pounds of premium they underwrote in 1979 because the syn- holdings could be blocked by its potential liability for resolution" between the two companies of GAF's po-
dicate could not recover on some of its reinsurance, according to asbestos claims tential liability for asbestos claims
letters the names received from their members' agents GAF, which is in the midst of a proxy battle with "Obviously we're concerned about lt," added Arthur

dissident shareholders, has preliminarily agreed to sell Peabody, director of development for Allied "We feel
off ltS chemicals division to Allied Corp for $410 mil- that a way can be found to reasonably protect us fromindex lion the problem "

But Allied, based in Morristown, NJ, has stated Mr Peabody declined to elaborate on how such an
there won't be any final agreement unless it has assur- agreement would be worked out because of the ongoing

Classifieds 70 surance (ISSN 0007-6864) lS pub- ance it will not acquire GAF's potential hability to negotiations with GAF
Comings&goings: industry 65 lished weekly at 740 Rush St , claims from workers who were exposed to asbestos One method that has been suggested, however, is ret-
Datebook 68 Chicago, Ill 60611 Second-class roactive insurance

Insurance services guide 72 postage is paid at Chicago, Ill, and About $50 million of the purchase price would be set
Letters 8 at additional mailing offices Post- errors & omissions aside in an escrow account for non-asbestos claims that

Opinions 8 master Send address changes to could be used for retroactive insurance, according to a
Perspectives 41 Business Insurance, circulation report

• James H Vaughan will serve as a directorTicker 73 department, 740 Rush St, Chi- Mr Peabody did say that Allied Intends to avoid any
Washington 66 cago, Ill, 60611, 312-649-5221 of Lloyd's of London broker Hogg Robinson potential asbestos liability "Basically, we want it set up

Copyright 1983 by Crain Commu- Group PLC, not as chairman of its US opera- so we will have no meaningful exposure," he said "We
tions as reported in the April 11 issueVol 17, No 19-Business In- nications Inc will not assume the liability for asbestos "

Continued on page 72
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Residual value cover protects leased assets

By KATHRYN J. McINTYRE

ONSIDER THE applications of an
insurance policy or contract that
will guarantee the future value of
equipment.

It can allow leasing companies as-
sociated with banks to assume
higher residual values for equip-
ment under lease than federal regu-

lations otherwise permit. Or, it can allow a
corporation to increase the value of an asset
carried on its balance sheet (see chart).

It can raise the yield to an investor in
leasing or it can lower the implicit interest
rate to the lessee-or a combination of both.

It can persuade lenders to lend more money
to leasing companies and allow manufactur-
ers to book a lease as a sale.

The coverage comes in the form of a re-
sidual value insurance policy or a residual
value guarantee, and its popularity is grow-
ing.

About a dozen markets provide this cov-
erage for a cost of 2% to 20% of the insured
residual value-or what the underwriter is

guaranteeing the equipment will be worth
in the future. The cost of the insurance in-
creases geometrically with the amount of
coverage provided.

These markets will garner a conservati-
vely estimated $15 million to $20 million in
premiums and fees in 1983, excluding the
huge policies or loan guarantees for equip-
ment valued at more than $100 million,
such as jumbo jets.

"This is not necessarily an area a risk
manager gets involved in, but in the future
more of us will have an opportunity to get
involved in this area," said W.M. McDonald,
risk manager-foreign administration for
United Technologies Corp. in Hartford,
Conn.

Mr. McDonald, who moderated a seminar
on residual value insurance at the annual

Risk & Insurance Management Society con-
ference last month, has purchased residual
value guarantees-not insurance-from In-
ternational Capital Equipment in Chicago to
guarantee the residual value of helicopters
under lease that were manufactured by Si-
korsky Helicopters, a subsidiary of United
Technologies.

"At first, this wasn't seen as an insurance
department function. It was in the treasury
department," noted panelist J. Francis Sin-
nott, a vp in the San Francisco office of bro-

ker Johnson & Higgins who has brokered
residual value insurance.

"The new financial-related insurances in-
creased the focus" on residual value insur-

ance as insurance, observed panelist Robert
G. Clark, chairman of International Capital
Equipment in Chicago, which markets re-
sidual value guarantees.

Mr. Clark predicts the premium volume
and fees related to these guarantees could
double to $40 million in 1984 as the economy
recovers.

Although the morning session on this
topic drew just a dozen people, the panel
talked to a standing-room-only crowd of
about 35 people in the afternoon.

If the words residual value insurance
sound somewhat familiar, they should.

Residual value insurance written for

computer leasing companies in the late
1970s will cost Lloyd's of London syndicates
$388 million in losses, Lloyd's estimates.

The difference between the ill-fated com-

puter leasing insurance and the residual
value insurance underwritten today is the
reduced amount of risk underwriters are
willing to assume under these contracts and
the type of equipment insured, explained
the panelists at the seminar.

The assumptions underwriters made on
the residual value of the leased computers
were "far too optimistic," said Mr. Sinnott of
J&H. The underwriters guaranteed far too
high a value of the computers and they did
not anticipate the technological changes in
computers, he said.

When IBM introduced a new line of more

advanced computers available at a reduced
price and also became more aggressive in
leasing, the leases for the old computers
were canceled, the value of the computers
fell and the Lloyd's underwriters were hit
with massive claims.

Douglas G. Morris, president of D.G. Mor-
ris Inc. in New York, a subsidiary of Cor-
roon & Black Corp., contends that Lloyd's
problems were "more of a case of the un-
derwriters not perceiving the nature of the
underlying risk."

Mr. Morris, who attended the afternoon
session, has been involved in underwriting
residual value insurance for the last five
years.

While Lloyd's losses scared many an un-
derwriter away from residual value insur-
ance, more underwriters are looking for the

Continued on net page
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Policy guards against interest rate increases
By RHONDA L RUNDLE

EMEMBER WHEN financial risks
used to be uninsurable?

A new insurance coverage
designed to protect commercial bor-
rowers against rising interest ex-
penses on variable-rate loans should
destroy any lingering belief in that
textbook cliche.

"This is the insurance industry response
to the need for protection against interest-
rate risk," explains Keith T. Darcy, execu-
tive vp of Interest-Guard Managers Inc., a
joint venture of Frank B. Hall & Co. Inc.
and General Reinsurance Corp., based in
White Plains, N.Y.

The coverage will compete with financial
futures, which can be used to hedge inter-
est-rate risk. However, trading financial fu-
tures demands a degree of sophistication
that many companies lack-especially if the
treasurer shoulders a broad range of other
responsibilities.

"The simplicity of the insurance form of

protection may appeal to many companies,"
said Mr. Darcy, who described the coverage
at the Risk & Insurance Management So-
ciety's annual conference last month in Los
Angeles.

Interest-Guard Managers is targeting its
product to medium-sized U.S. corporations
in the $30 million-to-$125 million revenue
range. Eighty percent of the businesses in
this group are publicly held and rely solely
on bank and finance credit for their financ-
ing needs.

"Most lack full-time risk managers or a
treasury department with financial futures
expertise," notes Mr. Darcy.

The beauty of the interest rate coverage is
that it gives the policyholder the ability
to accurately predict its maximum daily cost
of funds within the limits of protection dur-
ing the policy period, which is usually one
year.

The coverage is geared toward these bor-
rowers whose base lending rate is the prime
rate. Interest-Guard provides indemnity
protection for up to a 10-percentage-point
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Residual value insurance

How two policies guarantee value of equipment

Regulation 7.3400

Tax benefits

and profits
(if any)

Underwriters'

indemnity
(15% of value)

Residual value

retained

(25% permitted by
Reg. 7.3400)

Guaranteed

income from
lease

(60% of value)

Percent of acquisition cost

Cost of equipment
(includes financing)

Asset guarantee policy

$10

$2

0

Underwriters'

indemnity

Book value

In millions of dollars

rise in rates. The policyholder retains the
benefit of lower interest charges if the rates
fall.

The borrower must retain at least 1% of
the interest-rate risk on the loan amount.

For example, if the lending rate is 10% at
the time the loan is issued, the policyholder
may submit a claim as soon as the interest
rate exceeds 11%. Claims will be settled

monthly.
For the moment, Interest-Guard is pre-

pared to underwrite the coverage on loan
amounts of between $5 million and $50 mil-
lion and will consider loans up to $100 mil-
lion.

Because of the newness of the coverage,
Mr. Darcy was reluctant to discuss pricing.
"The coverage must be consistently priced
and yet be flexible enough to respond to the
needs of widely varying industries," he
said.

The basic pricing variables include the
term of protection, the amount of self-as-
sumption of risk and the level of protection.
Companies may opt to insure only a portion

of the full amount of a loan above the reten-
tion level.

A very general estimate of the coverage
cost would range between 1.5% and 2% of
the loan amount, said Mr. Darcy.

Interest-Guard protection is available
through licensed excess and surplus lines
insurance brokers throughout the United
States.

The issuing insurers include North Star
Excess Insurance Corp., a unit of General
Reinsurance Corp.; Safety Mutual Casualty
Corp.; and St. Paul Surplus Lines Insurance
Co., a unit of St. Paul Fire & Marine Insur-
ance Co.

Interest-Guard is not ruling out the possi-
bility of offering the coverage to major U.S.
and multinational corporations.

"We have been surprised by the strength
of their interest," says Mr. Darcy.

Large borrowers' loan costs, however, are
typically pegged not to the prime rate but to
the London interbank-offered rate (LIBOR)
or to the 90-day reserve-adjusted CD rate.

Continued on page 6
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Residual value
Continued from previous page
business today, panelists agreed.

"It's a reflection of companies
looking around for other opportu-
nities because of the soft Prop-
erty/casualty market. And, what
happened in the computer business
caused a lot of companies to inves-
tigate this and they found there are
opportunities if you go about it the
right way," Mr. Sinnott said.

Insurers today will guarantee the
residual value of railroad cars, air-

planes, heavy equipment-like
earth movers-automobiles and

production lines.
"Virtually all types of equip-

ment" qualify for the insurance,
Mr. Sinnott says, and there are
even "some limited programs being
done on computers," but for less
values than Lloyd's has insured.

The market to date has provided
all the limits requested under this
manuscripted and unclassified type
of insurance, he added.

Insurers that have issued the

coverage, according to Mr. Sinnott,
include Clarendon Insurance Co. of

Bermuda, owned and controlled by
Intermediate Management Group
Service inc. in New York; General

Reinsurance Corp. in Greenwich,
Conn; Old Republic Insurance Co.
through its Residual Value Man-
agemen: Corp. in White Plaines,
N.Y.: American International

Group in New York; MGIC Indem-
nity Cog. in Milwaukee; Insurance
Co. of North America in Philadel-

phia; Continental Corp. in New
York; and Industrial Indemnity in
San Francisco.

Also offering markets are: Dry-
den & Co., the underwriting man-
ager for Gibraltar Insurance Co.,
both part of Prudential Reinsur-
ance Cc in Newark, N.J.; and Cra-

vens Eargan in San Francisco,
using C entral National Insurance
Co. as a market.

And. International Capital
Equipment provides residual value
guaranlees (see related story).

m

4

The insurer's promise to pay if
the value of an asset falls below a

specified amount in the future gen-
erally is based on a forecast of the
future appraised value. The value
can be established as a flat dollar

amount or a percentage of the ap-
praised value today.

The policy period is negotiated,
but if a lease is involved it would be

for the period of the lease.
The insurer's promise to pay is

virtually unconditional and irrevo-
cable, Mr. Sinnott said. The pre-
mium paid is payable up front with
no cancellation provisions and no
return of premium.

An early demand for residual
value insurance was created in the

1970s by federal regulations gov-
erning leasing subsidiaries of banks

and bank holding companies.
The government was concerned

that the leasing subsidiaries were
tying up too much money in leases
and establishing high residual
values.

The Federal Reserve Board, in

governing the leasing subsidiaires
of bank holding companies, issued
a regulation limiting the assump-
tions of value of leased equipment
at the end of the lease to 20% of the

acquisition cost.
Similarly, the controller of the

currency, in governing the leasing
subsidiaries of banks, issued regula-
tion 7.3400, which limits the resid-

ual value of equipment to 25% of its
acquisition cost. The regulations,
however, specifically allow for
third-party guarantees of addi-
tional value by institutions finan-
cially capable of meeting these ob-
ligations.

Without such guarantees, these
regulations effectively prohibit
banks engaged in leasing and leas-
ing subsidiaries of bank holding

its too late after your business
has been struck by disaster.

That's why it's a good idea to
consult an indepen- r HoWTO
dent insurance Agent i mem-onOKETHE

before you buy your ' Er«Z=
business policy. An Mt'li-
/ndependent Agent 
represents several M
companies-not just -,1

one. So you get 'Zk:/For#„mibies

THISISTHEWRONG
TIME TOFINDOUT
YOU DON'T HIAVE
THE RIGHT INSURANCE.

expert professional advice on
how to select the best business

insurance coverage at the best
i price.

 And right now your /ndepen-
 informative free booklet that

dent Agent is offering an

1 can help make choosing the
right business insurance a
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companies from engaging in the
more lucrative, but higher-risk,
short-term operating lease market,
notes Mr. Morris.

Residual value insurance allows

them to make residual value as-

sumptions that reflect the values
commensurate with the shorter

amortization schedule.

The leasing subsidiary of a bank
buys what is referred to as a Reg.
7.3400 policy.

If, for example, proceeds from
leasing recover 60% of the acquisi-
tion cost of the equipment, the re-
maining 40% is outstanding at the
end of the lease term. Under Reg.
7.3400, the bank leasing subsidiary
is permitted to assume only 25%.
The remaining 15% must be cov-
ered by a third-party guarantee in
order for the subsidiary to engage
in short-term operating lease trans-
action (see chart, page 3).

Whether or not the 25% or 15% is

in the first loss position is up for
debate. However, leasing com-

Continued on page 6

Guarantee, cover
almost the same

International Capital Equipment
in Chicago offers residual value
guarantees rather than residual
value insurance policies.

"The terms are essentially inter-
changeable," ICE chairman Robert
G. Clark told a RIMS seminar on

residual value insurance last month

(see story, page 3).
But instead of an insurance pol-

icy that promises to pay if the value
of an asset at a future date falls

below a specified amount, ICE pro-
vides a residual value guarantee as
a commercial contract.

The contract is a put option
under which ICE agrees to buy the
equipment under contract at a
fixed price in the future at the op-
tion of a seller.

ICE then insures the commercial

contract with its Bermuda-based

insurance company, International
Capital Equipment Insurance Ltd.

ICE Insurance Ltd., in turn, rein-
sures a portion of the risk, which
historically has been no more than
75% of the risk, with Employers
Reinsurance Corp.

There is a cut-through endorse-
ment from Employers Re to the ul-
timate customer holding the put
option that guarantees Emp16yers
Re will pay its portion of the guar-
antee if ICE cannot perform within
30 days.

Since 1975, ICE has written total

commitments of $96.7 million for
total fees of $7.3 million. Its losses

and loss reserves total $638,000,
creating a loss ratio of 8.8%.

The guarantees written by ICE
have involved $400 million to $500
million in financing with more
than 60 banks, financing companies
and other corporations, he said.

The fees ICE charges range from
6% to 10% of the maximum risk

that ICE agrees to pay or 2% to 4%
of the acquisition cost.

ICE has written guarantees on
high technology testing and analy-
sis equipment, transportation vehi-
cles such as trucks, trailers, tankers

and buses, helicopters and corpo-
rate aircraft, flat cars and hopper
cars and general purpose com-
puters, mostly made by IBM be-
cause "IBM supports the secondary
market with maintenance and

spare parts," Mr. Clark said.
ICE will not write residual guar-

antees on large oceangoing tankers,
jumbo jets or box cars. "All these
markets have been bad at one point
or another," he explained.

This higher-priced equipment
presents values too large for ICE's
retained risk, notes Peter Fazio, ex-

ecutive vp of the parent.
ICE retains on a single unit of

equipment no more than a $3 mil-
lion risk, but typically closer to $1
million. If ICE were willing to as-
sume a $3 million risk and its rein-
surance would take 75%, it could ,
guarantee up to $12 million. .



The cost of health care continues to

go up at an alarming rate. As an employer
who provides health care benefits, you're
painfully aware of the toll these costs are
taking on your business. Because ultimately
they're reflected in the cost of your health
care package.

But what can we do? In a system that
includes doctors, hospitals, druggists and
other independent contributors, how can
we hope to control costs?

The first step is to make sure we're
doing our part as efficiently as possible. We
have to find the leaks that are unneces-

sarily contributing to your costs. And we
have to find ways to plug those leaks.

That's why we provide you with
monthly claims analyses and an annual
cost reduction summary. These detailed
computer reports help isolate your problem
areas by type of health care supplier
and type oi service. We even include a

breakdown by diagnosis, so you'll know
what kind of recurring health problems
your employees have.

If we discover patterns of usage, we
can recommend cost-efficient providers for
the treatment of respiratory problems,
maternity care or other specific services.
Or we might suggest a more efficient
HMO option.

Better yet, we can provide our own
proven programs for the rehabilitation of
disabled employees. We can offer self-
funding concepts to deal with cash flow
pressures. Or we can set up a wellness
program that helps prevent your employees
from getting sick in the first place.

To find out whether these programs
can help, just mail us this coun. We'll
start by sending you a free iniormation
packet called Cost Management Strategies:
Solutions for the 80's.

We can't solve all your problems. But

these days, every leak we plug can mean a
big difference in your health care costs.

Ginny Charboneau, Box 20, Minneapolis,
MN 55440

Please send me your Cost Management
Strategies packet.

Name

Title

Company

Address

City

State Zip

Business Phonp

NORTHWESTERN NATIONAL

 LIFE INSURANCE COMPANY 
BOX 20 · MINNEAPOLIS, MINNESOTA 55440 |

81-5 J



6 / business insurance, May 9, 1983

Residual value
Continued from page 4
panies would anticipate recovering
the entire 40% through re-rental or
sale of the equipment.

Even leasing companies not sub-
ject to these regulations buy the
coverage. They may need to satisfy
the needs of the banks financing
the equipment. Or, they may want
to grant better terms to lessees.

As an example of how better
terms can be granted, Mr. Sinnott
cited a leasing company with a
$1,200 piece of equipment. If it
could not guarantee that at the end
of an annual lease it could sell the

equipment for some value, it would
charge $100 per month to recover
the cost of the equipment over the
12-month lease.

If the leasing company pur-
chased residual value insurance

that guaranteed to pay 25% of the
acquisition cost of the equipment at
the end of the year ($300), the leas-
ing company could reduce the

SISTINA
'ijd41 INSURANCE

monthly charge to $75 per month
plus the cost of the insurance.

(This example is simplistic in thai:
it ignores the time value of money.)

The most common use of residual

value insurance is in individual

leases involving expensive pieces
of equipment, Mr. Sinnott noted.

The underwriter believes that

the equipment can be sold for
whatever residual value it is insur-

ing. But the leasing company, not
sure of that, is willing to pay the
premium and reduce its profits to
reduce its risks.

The coverage also can persuade
lenders to lend more money to
leasing companies to buy equip-
ment because the cover creates a

floor value for the equipment.
Other companies now are becom-

ing interested in the insurance to
strengthen their balance sheets by
increasing the value of assets.

By purchasing residual value in-
surance on equipment, companies
can carry a piece of equipment at
the insured residual value rather

r..M

1 -1
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than the normal book value, which
generally is lower.

If, for example, a company
owned a piece of equipment with a
book value of $2 million but an ap-
praised value of $10 million, the
company could buy coverage insur-
ance for the $8 million difference.

The Financial Accounting Stan-
dards Board, however, has said that
residual value insurance alone is

insufficient to recognize the higher
values. It must be coupled with a
financing mechanism to realize the
excess value. Zero-coupon notes
backed by residual value insurance
policies or a sale/lease-back to an
unrelated party are two methods
used to overcome this obstacle.

Residual value insurance also

can be used in so-called "vendor"

, A AW EST
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Howdoyoucioose
a specia_ risc

maifieting firm?
JL rice, service, reputation, security
and quality are all primary consider-
ations. However, today's fiercely com-
petitive business climate has forced
producers to demand more meaningful
and measurable results from their spe-
cial risk broker-and rightfully so:
That's why wisdom rests in selecting a
firm that consistently gives you your
money's worth-AVRECO to be exact!

As one of America's largest and most
successful special risk marketing firms,
we have enjoyed long and rewarding

AVRECO
...

4

relationships with our agents and
brokers. We excel in providing pro-
fessional producers with the finest
service and facilities for their business.

We also offer innovative programs with
the underwriting talent and creativity
necessary to solve the most difficult
and complex coverage problems.

And, AVRECO comes highly recom-
mended. We place coverage for more
than 100 of"Fortune's 500" companies
-some of the largest industrial
operations in the country.

Why settle for less when AVRECO
can give you more? Call us today.

programs. Buying the coverage
allows manufacturers that are find-

ing it difficult to sell equipm *nt to
arrange for it to be leased and yet
book the leases as a sale.

More specifically, a manufac-
turer with a leasing operation
wants to account for the transac-

tion as a finance lease in order to

account for the profits at lease in-
ception-a sale. To do so, the com-
pany must recover at least 90% of
the equipment cost from the initial
terms of the lease.

Lessees, however, want an
operating and not a finance lease in
order to avoid capitalizing the lease
payments on the balance sheet.

A residual value insurance policy
can be used to satisfy the 90% re-
quirement while at the same time
providing the lessee with the more
desirous operating lease accounting
treatment. The lease payments
could recover only 60% of the cost
of equipment and the residual
value insurance policy 30% to 40%.

The policy probably will never
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AVRECO, Inc.
PROFESSIONALS IN SPECIAL RISK MARKETING

200 West Monroe Street • Chicago, 111. 60606
1-312/663-1500 • Telex 02-53553 • Cable CAMGEN

be called upon, he noted. The pol-
icy responds only if the lessee
doesn't renew, a new lessee can't be
found and the equipment can't be
sold to cover the unamortized cost.

Mr. Sinnott offered the following
advice to risk managers who want
to explore residual value insurance:

Use a broker to find the best in-

surance market, to help explain to
the insurer the need for the insur-

ance and the risk and to help locate
reinsurance if it is needed. The bro-

ker should not write the policy,
however, Mr. Sinnott advised. "The

lawyers and the accountants for the
insurance buyer should write the
policy."

The underwriter of a residual

value insurance policy should be
experienced, financially able to ac-
cept the exposure and able to main-
tain confidentiality, he said.

"If the insurer tells you deals he
did for this company and that com-
pany, stay away. You don't want
your competition to know your fi-
nancial strategies," he advised. i

Policy covers
lending costs
Continued from page 3

At this time, Interest-Guard can-
not use those rates as the basis for its

underwriting calculations, he said.
So far, "interest" is the operative

word. No policy has been sold. In-
terest-Guard Managers quietly in-
troduced its policy six weeks ago
and about a half-dozen applications
have been completed. Others are in
the works, Mr. Darcy said.

The company currently has ca-
pacity to underwrite coverage on
$500 million in loans. Eventually,
this capacity will increase but "we
want to get our feet wet first," said
Mr. Darcy. The company is still
testing its product in the market
and expects to make some modifi-
cations to enhance its appeal.

During the past decade, debt
levels have steadily increased
within the consumer, government
and business sectors. More recently,
this unprecedented societal debt
burden has been combined with

the most volatile period of interest
rate movements in U.S. history.

The vulnerability of corporate
profits to these phenomena present
potentially large and unmanage-
able risks, said Mr. Darcy. It was
recognition of this environment
and the needs of corporate clients
that led to the formation of Inter-

est-Guard protection, the company
explains in a prepared statement.

Despite the stability of interest
rates in recent months, Mr. Darcy
said that a number of factors could

again push loan costs soaring to the
20%-plus levels of last year.

During the past eight months the
money supply has undergone "the
longest and highest-sustained
growth in monetary history," he
said. This expansion has outpaced
growth in the gross national prod-
uct, creating widespread expecta-
tions of renewed inflation.

Contributing to this expectation
are recent increases in two major
components of the Consumer Price
Index: food and energy.

Inflationary expectations are
translated into higher interest rates
in the financial markets.

"We also have a highly stimu-
lated economy fueled by a $200
billion budget deficit. This Keyne-
sian demand-driven budget will
push up prices," said Mr. Darcy.

And heavy government borrow-
ing to fund the budget will crowd
out private borrowers. That means
financial markets' supply of loan-
able funds will be squeezed and the
price interest rates they charge to
borrowers will be higher.

Then there is the global debt
problem lingering in the wings,
noted Mr. Darcy. Many of the oil-
producing and less-developed
countries are borrowing money just
to meet the interest payments on
their outstanding debts, which
could cause interest rate swings. .
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Risk Management Services
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opinions

A definition from the authorities
the parti-THE DECISION OF THE JUDGES-you,cipating readers-is final.

The official definition of risk, according to the 305

readers of Business Insurance who voted (see page 41),
is:

"An exposure to potential occurrences that could re-
sult in economic loss or human suffering."

The author of the definition, Lee Warburton, is a

loss-control consultant at Johnson & Higgins of Cali-
fornia in Los Angeles who doesn't agree with the mul-
titude of definitions of risk he must teach students in

his CPCU 1 class.

When we broke the news to Mr. Warburton that

winning the contest entitles him only to fame and

glory, but no fortune, he took solace in the hope that

the Society of CPCU might adopt the definition so he
can stop teaching all the others.

We hope, however, that the CPCU and others in-
terested in the definition of risk also will remember the

second- and third-place winners in the contest.

"The absence of certainty," as submitted by J.D.

Jones, risk manager of Newport News Shipbuilding in

Newport News, Va., was chosen as the second-best def-
inition.

"Any possible circumstance which possesses the abil-

ity to negatively influence one's time, resources, fi-

nances or otherwise state of well-being," by Bruce A.

Lepore, administrative director of the Back Dynamics

Institute in Hayward, Calif., was chosen as the third-
best definition.

While we know this contest will not end the continu-

ing debate over the best definition of risk, we are

pleased that Karl E. Warming, business vp and risk

manager at Berea College in Berea, Ky., suggested we

give it a try.
We're are also pleased that the definitions selected

are so broad. No limitations are imposed on what a

manager of risk should be managing.

Congratulations to the winners and thanks to the

readers who took the time to participate.

Compensating the tragedies of life
HERE'S GOOD REASON for defining risk as
1 broadly as the winning definitions in our contest.

Consider the risk to the owner of a fast-food restau-

rant about to be robbed by a shotgun-wielding thief.

The obvious risks are loss of property and injury to
employees. Also pretty obvious is that customers in-

jured in the robbery will probably sue-and win-on

the grounds that the restaurant owner has a duty to

provide a safe establishment.
What's not so obvious, at least to us, is the risk of

being held liable for injuries to a customer who will-

ingly runs after the thief.

But, that's exactly what happened to a unit of Ral-
ston Purina Co.

A jury in Van Nuys, Calif., ordered Foodmaker Inc.

to pay $2.9 million to a customer at its Jack In The Box
restaurant who ran after a thief in a 1977 robbery and

was hit in the face by a shotgun blast.

Attorneys for the injured customer-Keith Forrand
of Roosevelt, Utah,-argued that he had chased the 15-

year-old shotgun-wielding robber in his auto after a

Jack In The Box counterperson yelled, "Stop him."

Lawyers hired by Ralston's insurer, Liberty Mutual

letters

Insurance Co., argued that no employee could remem-

ber making such a statement. Besides, the robber, who

made off with $87, had warned Mr. Forrand not to ap-
proach, they said.

The Van Nuys Superior Court jury decided 9-3 to

award damages to Mr. Forrand. The former auto me-

chanic is deaf in one ear, partially blind and suffers

diminished verbal capacity as a result of his wounds.

His lawyers contended he can't work.

We feel sorry for Mr. Forrand, too. But, we think this

award is just another good example of digging into the
deepest pocket to compensate a victim of a tragic inci-
dent on the theory that someone must pay for any trag-

edy.
Interestingly, an out-of-court agreement with the

parents of the 15-year-old thief and an accomplice pro-

vided Mr. Forrand with $50,000. But the payment of
$25,000 by each set of parents under their homeowners'
insurance was not revealed to the jury, under Califor-

nia law. If the award is paid, it will be reduced by the
$50,000.

But, an appeal is planned, which we hope will be
successful.

Relieving confusion on Extra Strength coverage
To the editor: The Home Insurance

Co.'s new, exclusive Extra Strength Prod-
uct Liability Insurance has generated a
great deal of interest, but your article (BI,
April 11) suggested some confusion about
coverage for damage to the product itself.

Actually, the coverage is very clear-cut
and simply expressed in the endorsement.
As in most policy provisions, the endorse-
ment does rely on common policy defini-
tions including "occurrence" and "prod-
uct hazard."The explanation and
examples that follow should clarify any
misunderstanding.

The product must be damaged by an oc-
currence after the product has been sold
and relinquished to others. Damage that
occurs before the product is sold is not
covered. Let us look a some examples:

• A handle on a portable TV set snaps
off and the TV set breaks. This damage is
covered even if the handle was defective

when the set left the factory-as was cor-
rectly stated in BI's article.

• Animal feed is subjected to extreme
heat and bursts into flame. The manufac-

turer did not warn of this hazard. The

damage to the feed is covered.
• A food product is not sealed prop-

erly. It's sold to a wholesaler that stores in
a pesticide-treated warehouse, and some
pesticide gets into food product. The dam-
age to the food is covered.

• A flywheel on machine manufac-
tured by our insured breaks off, severely
damaging entire machine. The damage to
the machine is covered.

We note that there need not be injury

There's no application pending here
To the editor: In your directory of risk

management consultants (BI, Feb. 21), a
reference appeared to an Institute of Risk
Management Consultants membership
application pending for MRM/Multi-Risk
Management Inc. of Chicago.

As membership committee chairman
for IRMC, I am aware of all the pending

applications and I must advise that no one
at MRM/Multi-Risk Management Inc.
had an application pending in February
1983.

Thomas E. Gold

Principal consultant
T.E. Brennan & Co.

Milwaukee

or damage to third parties, other than the
damage to the product. If our insured is
liable to a third party for unexpected
damage to his product after it is sold, our
policy will respond.

We do not cover failure to perform. If
the product has not been damaged but
simply does not work or perform to the
buyers' expectations, there is no coverage
for damage to the product. Further, if the
only damage to the product occurs before
it left the insured's possession, there is no
coverage.

Do not confuse coverage for damage to
the product itself with recall coverage.
Under recall coverage, we will pay recall
expenses to withdraw dangerous products
including products that create a danger
through failure to perform.

Harry A. Olmsted
Assistant vp

The Home Insurance Co.

New York

Business Insurance wekomes letters from its
readers. Please keep your comments as brief
as possible. We reserve the nght to edit let-
ters for clarity or space. Send your com-
ments to Letters to the EditoT, Business In-
surance, 740 N. Rush St., Chicago, Ill. 60611.
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J&Hthinksthewayto
get the best international
insurance service

istoget the best broker
in each country.

What doyouthink?
If you think that local experience is vital to risk
management programs in foreign countries, we couldn't
agree more.

That's the concept that built the J&H international
network, the most experienced in the world.

Starting in the 1890's, we enlisted the outstanding
insurance broker in each country as our exclusive working
partner. Where this wasn't possible, we opened our own
J&H offices.

In Europe, our correspondents are now linked in a
unique working relationship we call UNISON, a network
within our network. Besides offering an unsurpassed grasp
of local requirements, UNISON adds new dimensions to our
ability to coordinate programs internationally.

'Ibday, the J&H international network is a global
organization of 13,000 people dedicated to serving clients
with a single standard of excellence.

This is why we're the primary international broker for
33 of the top 100 US. multinationals and why 24 more have
us on their team.

We'd like to talk with you about this.

Johnson*«iggins
We answeronly to you.

RISK AND INSURANCE MANAGEMENT SERVICES; EMPLOYEE BENEFIT AND ACTUARIAL CONSULIING THROUGHOUT THE WORLD.
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Many self-insurers do not reserve: Study
By LEN STRAZEWSKI

LOS ANGELES-How carefully
do you calculate self-funded loss
reserves?

Many self-insured companies
don't reserve at all, according to a
Risk & Insurance Management So-
ciety research paper on self-insur-
ance loss reserving.

And those companies that do
pre-fund claims may be doing so
with an inferior data base, accord-

ing to Ernst & Whinney accoun-
tants David L. Holman and Timo-

f'

thy Peterson.
"According to recent surveys,

few companies actually set aside a
self-insurance fund," the accoun-

tants wrote. "Thus it appears that
most self-insurers set aside liabili-

ties on their balance sheets and pay
claims out of future cash flows of

the corporation."
Corporations that choose this

method of paying claims probably
do so for one of the following rea-
sons, they added:

• A belief that the cash payout
pattern of self-insured claims is

..

reasonably predictable; thus, future
cash budgets can reflect these
payout requirements without ad-
verse impact on the corporation's
liquidity.

• A belief that the corporation's
operating return is much higher
than what could be earned from in-

vestments in a self-insurance fund.

• A belief that the corporation
has adequate short-term borrowing
capacity to provide funds for claims
should the actual payout pattern
deviate greatly from the estimated
pattern.

• The fact that the annual trans-

fer to the fund would generally not
be tax-deductible.

• The mistaken belief that the

balance sheet liability or reserve
established actually represents a
pool of funds available for the set-
tlement of claims.

,

66We shouldn't have gone to lunch."

They weren't gone long. Half
hour at the most. But they broke
a cardinal rule for impairments:
Don't stop working until the job
is done.

The plant engineer had di-
rected a shutdown of the incom-

ing fire protection water supply
to permit an outside contractor
to replace two obsolete dry pipe
valves. The crew worked all

morning, then broke for lunch.
Afterward, as the contractor
was finishing the connection,
someone yelled,"fire!" But there
was no water to fight it.

The result was a multimillion

dollar disaster that could have

been avoided. If the crew had

stayed to finish the job. If the
connection had been completed
earlier. If the main valve could

have been opened to allow water
through the sprinkler system.
If, if, if.

Evefy day, thousands of im-
pairments put millions of dollars
worth of property into jeopardy.
Yours too. Be sure your people
know how to handle impairments
by getting them a copy of OVER-
VIEW, a new management system
from Industrial Risk Insurers.

For more than 90 years IRI has
been a leader in loss prevention
innovation and total property

1

j

1

insurance programs. For a free,
six-page brochure describing
OVERVIEW, contact your agent
or broker, or write to RA. Sasso,
Industrial Risk Insurers,
85 Woodland Street, Hartford,
CT 06102.

To err is human. And

ver expensive.

ndustrial
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Whether or not a company
chooses to reserve against future
losses, the accountants advise self-
insurers to develop "an adequate
flexible data base" that includes a

variety of statistics that describe a
company's own loss history. A good
data base, the accountants say,
should include the following his-
torical information for at least five

years:

• Claims reported.
• Claims settled with and with-

out payment.
• Claims reopened.
• Losses paid.
• Loss adjustment expenses

paid.
• Losses outstanding.
• Appropriate exposure data for

the line of coverage involved, such
as sales dollars, units produced or
shipped, number of employees,
payroll expense or company vehi-
des by class or miles driven.

"The data should be captured
such that it can be arrayed by acci-
dent year and development period
and also be stratified into various

dollar layers to allow informed de-
cisions on retention layers," the ac-
countants wrote. "It may also be
useful to have the data by various
segments of the corporate organiza-
tion."

Although most self-funding ex-
perts agree that such historical loss
information is necessary for mak-
ing even the most basic self-insur-
ance decisions, the accountants

noted that many corporations have
problems obtaining the necessary
data for these reasons:

• The corporation has not main-
tained any loss data.

• The corporation's insurer
could not or would not make the

data available.

• The data the insurer did make

available was inappropriate due to
policy years that are different from
the corporation's fiscal year, lack of
loss data on deductibles and non-

covered losses, claims unit infor-

mation not being maintained or
data being available only in gross
summary form.

Developing your own data base,
the accountants wrote, would allow

the corporation to make more accu-
rate decisions about reserves, cash-
flow and trends that relate to re-

tention levels. Moreover, a better

data base could save your company
a qualified audit.

"Auditors have run into prob-
lems because this historical com-

pany data aren't available," Mr.
Holman told RIMS members when

the research paper was presented at
last month's RIMS annual confer-

ence.

"If all the company has available
is insurance industrywide data, the
auditors may not be able to recon-
cile the company's reserves prop-
erly. And if the auditor can't make
clear for himself how the reserves

were calculated, he may issue a
qualified opinion."

Auditors may also have problems
with the way in which the present
value of reserves is discounted,
especially because accounting
guidelines appear contradictory,
according to the accountants. Gen-
erally Accepted Accounting Princi-
ples, as established by the Ameri-
can Institute of Certified Public

Accountants, state that a liability is
measured as the amount of cash to

be paid discounted to the time a lia-
bility is incurred. Discounted pres-
ent values are often used if the ob-

ligations require payments that are
"relatively far in the future," the
accountants point out.

However, Financial Accounting
Standards Board Statement No. 60 -

sets a more specific guideline that
says that "the liability for unpaid
claims shall be based on the esti-

mated ultimate cost of settling the
claims (including the effects of in-

Continued on page 12
j
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insurance company.
But if all you've ever gotten is promised

instead of paid, you know how difficult a claims
settlement can be.

Not at Allendale. We're not an adversary.
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Panel on reserves
Continued from page 10
flation and other societal and economic trends and

any other factors that would modify past experi-
ence)."

The confusion regarding whether present value
or ultimate settlement cost (at a discounted value) is
the controlling issue can pose problems for auditors
as does the choice of discount rate applied by corpo-
rate accountants, the accountants said.

"If the ultimate cost of losses is deemed to repre-
sent a significant material uncertainity, the auditors'
report on the financial statements will be qualified,"
they wrote.

Considering the confusion, are there sound rea-
sons for reserving at all? Yes, answered actuary
Larry D. Shatoff of consulting firm Towers, Perrin
Forster & Crosby, and there are plenty of reasons to
have good data base, the participants agreed.

Not reserving could be another cause of a quali-
fied audit, Mr. Shatoff wrote in a separate section of
the RIMS research paper.

"The failure to set up a loss reserve as a liability
on the self-insurer's balance sheet could lead to a

INTRG o IN

. *r..0 \
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material misstatement of the company's financial
condition," he wrote.

Although reserves calculated according to sound
actuarial principles relieve this problem somewhat
and properly make loss payments relate directly to
the year in which the claims were incurred, the ac-
tuarial technique is far from foolproof, he re-
marked, and limited according to the data used by
the actuaries.

"While there are numerous methodologies avail-
able for determining incurred loss levels, the basic,
underlying assumption of all these methods is the
same-that history repeats itself; that is, the patterns
of the past are reliable indicators of the future. The
problem, of course, is that the environment in which
we work in never stable," Mr. Shatoff wrote.

The tax and legal environment of self-insurance
is also unstable and "evolving quite rapidly," noted
attorney Marc Levey of law firm of Baker &
McKenzie, another research paper participant. The
recent U.S. District Court decision in Kaiser Steel

Corp. vs. U.S., for example, seems to indicate a cor-
poration can now more easily meet Internal Reve-
nue Service standards for fixing liability and de-
ducting workers compensation loss reserves for un-
contested workers compensation claims.

Experts divided on when
insurance market will turn

By DOUGLAS McLEOD

LOS ANGELES-Many have
wondered when today's competi-
tive property/casualty market will
turn, but now some are wondering
whether it will turn at all.

A panel of experts that gathered
at last month's Risk & Insurance

Management Society annual con-
ference had divided opinions on
whether risk managers should ex-
pect a hardening market soon.

F.H. Steffey, a vp with Insurance
Co. of North America, a CIGNA

Corp. unit, advised risk managers
that they should not.

The factors that contributed to

the hard market of the mid-19705

have changed and competition is
probably here to stay, he said.

"You have to change your ways
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of doing business to reflect the fact
that hard prices are not coming
back."

For example, he said that risk
managers should consolidate their
insurance policies with fewer in-
surers and use fewer brokers. Such

a consolidation could result in

greater savings on insurance costs
and greater operating efficiency.

Consolidation would also con-

tribute to the stability of insurers
and brokers facing financial
pressures exerted by the soft mar-
ket. Many brokers especially are
"grossly undercapitalized" and
without the cash they might need
to weather a financial storm, he
said.

Risk managers should also start
examining the financial condition
of their insurers more closely to be
sure the underwriter will respond
when needed.

Mr. Steffey advised risk manag-
ers to use tests to determine an in-

surer's financial strengh, such as
those advocated by risk managers
like Schlumberger Ltd,'s S. Peter
Law, Mr. Steffey noted (BI, March
21.) Among these tests are:

• The insurer's loss reserves

plus policyholders' surplus should
be at least 2.5 times annual written

premiums.
• Net premiums should not be

more than three times policyhold-
ers' surplus.

• Net investment income should

be greater than 5% of average in-
vested assets.

Risk managers should also take
advantage of insurers that have
used new computer technology to
reduce overhead costs.

The average expense ratio for
property/casualty insurers ranges
between 33% and 35%, he noted,

adding "that money goes up the
chimney with no real value for
YOU."

However, Mr. Steffey's premise
of a continuing competitive market
was not shared by other panelists.

"I find it hard to believe that we

won't see some increase in prices in
the near future," said Myra Tobin,
a managing director of Marsh &
MeLennan Inc.

She noted that options to tradi-
tional insurance that existed in the

previous hard market-like captive
insurer formation-would not be as

attractive if the market were to

harden. In fact, many companies
are now considering moving cover-
age away from their captives and
back into the marketplace, she said.

In addition, falling interest rates,
while not an "overwhelming fae-
tor," will produce a tighter market.

"As (insurers) see less investment

income to cushion losses, they will
have to look at other sources of

revenue," she explained.
Yet, any hardening of the mar-

ket may not be as dramatic today as
it was in the last cycle, she said.

For one thing, Ms. Tobin said, in-
surance companies "learned the
lesson of the 1970s," when an unex-

pected rush of big losses and large
awards in lawsuits pushed rates up.
Insurers are more fully reserved
for incurred-but-not-reported
losses than they were before the
last crunch, she said.

Dr. Joseph E. Johnson, head of
the business administration depart-
ment at the University of North
Carolina, echoed this advice, add-

ing that loss control will become a
risk manager's most important job,

"You have great ability to impact
the losses your organization has if
you integrate yourself into the
management structure," he said. a
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Risk managers have legislative clout: Paper
By JERRY GEISEL

LOS ANGELES-Risk managers
have the power to play a critical
role in balancing federal policy and
state regulatory objectives, but
most risk managers are staying on
the sidelines.

Risk managers' potential power
derives from their insurance skills

and a purchasing power equal to
that of the Defense Department.

But despite that clout, risk man-
agers have not realized that they
can play a major role in resolving
regulatory issues, according to a 51-
page issues paper, "Federal/State
Regulation Dichotomy: What Does
It Mean to Risk Managers?" that
was presented at the Risk and In-
surance Management Society's an-
nual conference last month.

"Risk managers should get in-

volved early on to make sure :hat
regulations are workable," said Mi-
chael Mullen, an attorney vrith
Washington-based Crowell & Mor-
ing and one of six members of a
special RIMS committee that pre-
pared the paper.

Risk managers should recognize
that their actions in the market-

place can be adversely affected
when they don't get involved in the
regulatory process.

For example, the Interstate Com-
merce Commission initially prohi-
bited truckers under its regula.ory
authority to purchase separate
layers of liability coverage f.om
different insurers to meet the fi-

nancial responsibility requirements
of the Motor Carrier Act of 1980.

The ICC had wanted the insurance

to be purchased from just one car-
rier (BI, Sept. 14, 1981).

C-
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With federal officials becomi ig
more involved in insurance issues,

"It will no longer suffice for tne
risk management community to
react passively on legislati,e
and/or regulatory activity. . -A pro-
active stance will be required. a -ld
it must be taken before legislation
is adopted or regulations forma-
lized," according to the issues
paper.

Furthermore, with the federal

government bent on mandating
minimum levels of insurance cov-

erage in several areas, like truck-
ing, "it is incumbent upon insur-

44£

ance suppliers and buyers to eoop-
erate with regulators to shape
requirements and make them flexi-
ble and workable."

When risk managers, along with
brokers and insurers take a "pro-
active" stance, it can affect the

course of regulation, according to
the issues paper.

For example, the National Aero-
nautics and Space Administration
withdrew a proposed regulation
that would have required each per-
son placing a private payload on
the space shuttle to maintain $500
million in third-party liability cov-
erage after the insurance and risk
management community indicated
there was insufficient capac.ty to
meet the requirement.

Instead, NASA, which now

works closely with brokers and in-
surers, negotiates coverages for

Confiscation, Exprooriation,
100% Nationalization,
Deprivation, and Broad
Form Terrorist coverages
that protect both land-based
or offshore operations. Even
war risks can be included for

offshore business.

And you can provide tMs
security even if a consract's
already been signed or an
investment's been,made.

So before you get swallowed
up by foreign intigues, call
our office nearest yoi.
You'll be made to feel at
home even when

your clients'
business is

oceans

away

0
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a subsidiary of The Continental Corpora ion

This program marketed exclusivel/
through licensed agents and brokers.

Atlanta, Boston, Chicago, Columbus, Dallas, Denver, Greensboro, Hartford, Houston, Los Angeles, Minneapolis,
New Orleans, Newport Beach, New York, Portland, San Diego, San Francisco, Seattle, ard Tampa.

each shuttle flight.
The issues paper notes that there

is no groundswell of support in
Congress for federal licensing or
solvency regulation of insurance
companies.

When Congress does assert its
authority, it usually occurs because
federal legislators believe that state
officials have ignored or side-
stepped a problem.

For example, the Risk Retention
Act, enacted in 1981 to make it eas-

ier for companies to self-fund their
product liability exposures or buy
product liability insurance as a
group, "was a clear statement by
Congress that it would act in policy
situations where the states did not,"

the issues paper said.
Legislators felt that state regula-

tions made it unduly difficult, cum-
bersome and expensive to establish
self-insurance programs or captives
that could operate on an interstate
basis.

There are other insurance-re-

lated areas where the federal gov-
ernment might expand its role.
Congress, for example, is under in-
creased pressure to set up a trust
fund, half financed by the federal
government and half financed by
the asbestos industry, to compen-
sate victims of asbestos disease.

Furthermore, the Labor Depart-
ment last year published a study
that recommended uniform federal

standards to replace state rules on
compensating occupational disease
victims. The study suggested an
employer and/or producer-fin-
anced trust fund to pay the bene-
fits.

But the issues paper suggests that
an occupational disease trust fund
be carefully considered, noting that
other federal trust funds have be-

come politicized with costs that
have gotten out of control.

On the benefits side, sex discrim-

ination legislation that would re-
quire, among other things, employ-
ers to provide male and female re-
tirees with the same pension bene-
fits, has received strong bipartisan
support and may pass Congress this
year.

But it isn't clear whether the sex

discrimination legislation repre-
sents a congressional attempt to in-
crease its authority on issues that
previously were handled at the
state level.

"If a bill such as this is passed,
does it signal a greater willingness
on the part of Congress to take
back from the states some of the

authority delegated to them under
McCarran-Ferguson?" the issues
paper asks. Or, perhaps, the sex dis-
crimination legislation is a special
situation.

So far, Congress has left respon-
sibility for insurer solvency to the
states. But Congress "could be ex-
pected to reconsider the wisdom of
that delegation if it appears to have
been ineptly executed by the
states," the issues paper warns.

As a result, it may be time for
risk managers to become more con-
cerned about solvency issues.

State regulation, the paper as-
serts, has worked very well. To
keep it running well, state regula-
tors should concentrate on impor-
tant issues: solvency and the finan-
cial strength of the insurance in-
dustry.

Aside from Mr. Mullen, other
members of the RIMS committee

on federal/state regulation dichot-
omy are: Edith Lichota, vp of In-
surance Co. of North America in

New York, a member of the
CIGNA group of companies; David
Bass, risk manager for Sangamo
Weston Inc. in Atlanta; Sen. John
Dunne, a member of the New York
State Senate; Bill MeGuinness, as-

sistant treasurer for Gulf Oil Corp.
in Houston; and Lyndon L. Olson
Jr., a member of the Texas State

Board of Insurance in Austin. .
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 Ultimate risk' different things to different people
By STEVE TARAVELLA

LOS ANGELES-Some of the

insurance industry's biggest
movers and shakers hold very dif-
ferent opinions on what exactly is
the "ultimate risk" they face.

Among the more traditional ex-
posures mentioned most frequently
by the members of a study group
formed by the Risk & Insurance
Management Society to determine
the ultimate risk were large com-
puter frauds, political risk expo-
sures, asbestos and earthquakes.

But others noted that current

trends in the insurance industry-
like the debate over whether some

underwriters could pay should a
catastrophe hit or the continuing
battle over policy wordings-could
well represent the ultimate risk.

L.W. Biegler, chairman of L.W.

Biegler Inc., a Chicago-based un-
derwriting manager, cites the pos-
sibility of a powerful earthquake in
California as a candidate for the ul-

timate risk.

"I feel the ultimate risk is some-

thing shared by the insurance in-
dustry and the business world," he
said. "We're in this together.

"The whole insurance industry
would be in jeopardy," he told a
session at last month's RIMS con-

ference.

' Peter Methley, deputy chairman
of Lloyd's of London broker Leslie
& Godwin Ltd., said that should a

major catastrophe occut, "In my
view you could have a very serious
collapse of the insurance market. It
is a very real threat that if we had a
very major earthquake in Califor-
nia, Japan and Mexico, not all in
the same day but in the same year,

I'm afraid we'd have the ultimate

risk right before our eyes."
Participants on the panel recom-

mended that earthquakes always
be insured separately as a specifi-
cally named peril.

"Premiums collected for earth-

quake would be aggregate d over
time in separate insurer funds,"
says an issue paper drafted by the
committee. "These, in turn. should

receive highly preferential federal,
state and local tax treatments-

making it more attractive to un-
derwriters and to aid in quickly
building sufficient policrholder
surplus.

"In addition, total earthquake
line authorization can b€ estab-

lished and computer-monibred by
state regulators or trade 3SSOCia-
tions against surplus to guarantee
solvency. Naturally, such a pro-

posal demands taxing authority co-
operation and, in the case of line
monitoring, greatly increased com-
petency among several regulators."

Some of the panel members did
not mention traditional property
exposures, like earthquakes, as ul-
timate risk, but rather stressed

more complicated, esoteric no.ims.
Howard T. Weber, director of in-

surance at 3M Co. in St. Paul,
Minn., says, "My concept of the ul-
timate risk constitutes those risks

which challenge the viability of the
company."

Risk is the uncertainty of future
results, but also the uncertainty of
how insurers will respond to a loss,
he pointed out.

"When I admit to top manage-
ment that I don't know if (our in-
surance) will cover the risk, or if
they (financially) can cover it, for
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me that's the ultimate risk,"

quipped Mr. Weber.
"I don't think it is going to take a

doomsday," commented James J.
Meenaghan, president of Fireman's
Fund Insurance Cos. "The ultimate

risk in this business is the inability
to collect"

"I believe the ultimate risk is that

none of us know what product
we're selling," explained Robin
A.G. Jackson, director of Merrett

Syndicates P.L.C. at Lloyd's. "With
asbestos, not only is the insurance
industry in arguments with its in-
sureds, but (the insurers) are fight-
ing among themselves. We're still
issuing policies, and we're not sure
how they should be interpreted."

"Do you actually know what
you're buying, and does your in-
surer know what he's selling?" Mr.
Jackson asked risk managers at-
tending the session. "We don't
really know what the ultimate risk
is, because we don't understand the

policies."
Besides identifying the ultimate

risk, the working party was asked
to evaluate the current state of the

industry according to three major
criteria: its ability to address un-
precedented risk responsibly, its
need-or lack thereof-for transac-

tional and solvency regulation and
the importance of good faith busi-
ness relationships in insurance
transactions.

All of the committee members

say they favor minimal govern-
mental participation in insurance
operations, but many did say that
there was a need for increased reg-
ulation of reinsurance.

"Today, with the proliferation of
people entering the insurance
arena, it's growing dramatically,
and the issue of regulation becomes
extremely important," says Peter
Nance, a vp at General Reinsur-
ance Corp.

"The real problem may be the
vast amount of reinsurance that is

ceded to companies that don't fall
under the regulatory net," another
committee member added in the

panel's report.
Mr. Meenaghan said, "I know

there's a great concern about the
viability of reinsurance. . .(but) I
don't think anyone anywhere has
ever been able to regulate responsi-
bility and prudence."

Further regulations, governmen-
tal or otherwise, he says, cannot
guarantee quality coverage. "You
have to deal with quality," he told
risk managers. "The dollar that you
may save today, you may really re-
gret saving in the long haul."

Mr. Methley agreed. "It's terri-
bly important," he said, "that peo-
ple realize the cheapest is not al-
ways the best."

All the participants conceded
that the insurance business is no

longer conducted with the good-
faith relationship that once existed
between buyers and insurers.

"When I started in this business,
we used to bind risks over the

phone Sunday afternoon, even
though the cotton gin burned down
on Saturday," Mr. Biegler ricalled.
"That kind of good faith has
escaped our business, and I don't
know how we can get back to it."

Mr. Biegler said that change in
attitude was caused by competition.

"I just don't understand why con-
tinuity of relationships isn't the
most important thing we're trying
to secure in this world," he won-

ders. "I, for one, feel that by the
end of next year, this competitive
situation could change drastically."

"I expect that the insurance mar-
ket, as it always has, will continue
to be reactionary," Mr. Weber said.
"The reaction will be the removal

of capital from the insurance indus-
try.

"The reaction will be from the

investors rather than from the un-

derwriters." .
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Cover your investment tax credits: Insurer
By RHONDA L. RUNDLE

LOS ANGELES-Risk managers
could be blamed for falling down
on the job if they fail to tell their
companies that commercial insur-
ance exists to protect against gov-
ernment recapture of investment
tax credits.

"You don't want to be responsi-
ble for the negative impact on
earnings if your company has to
pay back investment credits-espe-
cially if you know there is a prod-
uet to protect against the expo-
sure," says Bruce A. Esselborn, ex-
ecutive vp of North American
Managers Inc., a unit of American
International Group Inc.

Financial officers view their ex-

posure to recapture by the Internal
Revenue Service of investment tax

credits as a business risk, Mr. Essel-

born told risk managers at the an-
nual Risk & Insurance Manage-
ment Society con ference

However, if jie underlying cause
of IRS investment tax credit recal;-
ture is a catastrophic event that de-
stroys the investment property, the
risk is insurable.

Businesses need property insur-
ance to protect the investment it-
self and investment tax credit re-

capture indemnity insurance to
protect the tax credit the company
claimed up fron: in the same year
that the investment property was
purchased, said Mr. Esselborn.

"It may seem harsh, but if your
factory burns to the ground before
the end of its economic life, you
will owe the government money
for the investment tax credit yo-1
took when yOL acqu.red the asset,"
explained Star. Young, an AIG tax

\It

)

attorney who also spoke at the
RIMS miniseminar.

This recapture will nottake place
if the property is only partially des-
troyed and can be repairei. Hcw-
ever, if the inves.ment is a tctal

loss, the tax credit repaymen: will
be owed to Uncle Sam.

Tax credits have enormois va.ue

to businesses as well as individuals

because they are subtra:ted from
the :otal amount of money that :he
taxpayer owes the government.
Tax deductions are used to reduce

taxab_e income, which is the basis

for calculating the total amount of

money the taxpayer owes.
"Those businesses that rely on

the tax credit after a major invest-
ment would find a great need for
this coverage," says AIG in a fact
sheet explaining its product. "A pe-
riod of low corporate liquidity
might be matched with the pur-
chase cf this coverage."

AIG s product can be written to
pro:ect against recapture of tax
credits (and can be endorsed to
cover tax deductions) that are lost

due to theft, fire storm, shipwreck
or other direct physical casualty.

"We introduced the coverage in
1981 after spending a year to put it
together," said Mr. Esselborn.
"Mcst of our underwriting activity
has come from cil and gas proper-
ties in the southwestern United

States.

'Chis is not a financial guaranty-

M as a i clest 

1

 And its protection is designed
by Rollins Burdick Hunter.

NEW YORK-The Verrazano-Narrows Bridge. Millions of
tons of concrete. Enough wire cable to encircle the globe.
Twin steel towers so far apart, they were built to conform
to the curvature of the earth.

To build the Wrrazano, the Tri-Borough Brid e Authotity
neededthehelpof buildingexperts. And whent ey needed
a protection plan for everything from tornado to third party

Ilabilit¥ the Authority called h another kind of expert,
The experts of Rollins Burdick Hunter.
Let us put together a team targeted specifically to you

and your company's needs. A team that will strive to go
beyond the traditional in protecting your assets.

Just like we did on this little job in New York.

ROLLINS BURPICK
HUNTER

Taking Risk Out of Risk Management, Worldwide

Headquarters: 10 South Riverside Raza, Chicago, 60606 312454-1400

E

&

type insurance, but straight, simple
property insurance," he said. The
perils insured against and the ex-
clusions are similar to those found

in a standard property policy.
Capacity depends on the nature

of the underlying property and op-
erations at the location where the

property is held, said Mr. Essel-
born. Limits of $20 million to $50
million are available "if sufficient

lead time is given."
Investment tax credit insurance

is available to both first-party prop-
erty owners and to third parties
that lease property from an owner.
The investment tax credit can be

passed through by the lessor to the
lessee who would then have a po-
tential loss.

The coverage is underwritten by
the several insurers that form part
of the North American Managers
pool, including Birmingham Fire
Insurance Co. of Pennsylvania and
the U.S. branches of Societa Assi-

curatrice Industriale of Italy, Ni-
chido Fire & Marine Insurance Co.

Ltd. of Japan, Colonia Versi-
cherung AG of West Germany,
Abeille Paix IGARD of France and

AG de 1830 Compaignie Belge
d'Assurances Generales of Bel-

gium.
So far, AIG has never been pre-

sented with a claim on the cover-

age, said Mr. Esselborn, who
pointed out that this is not surpris-
ing since the product is still very
new and claims have not had much

time to develop.
"A business should obtain prop-

erty and investment tax credit in-
surance from separate insurance
companies," advised Mr. Esselborn.
That's because ITC coverage only
responds in the event of a total loss.
There could be a conflict of interest

if an insurer who declares the situ-

ation a total loss must pay twice.

Since 1981, the government has
started arbitrarily assigning to
business property an economic life
of three, five, 10 or 15 years, said
Mr. Young in an explanation of
how the coverage works.

For example, cars are assigned
an economic life of three years,
computers an economic life of five
years and buildings an economic
life of 15 years.

The amount of the tax credit on

new property purchased by the
business is related to the economic

life of the asset. A 6% credit is al-

lowed on three-year property; a
10% credit on five-year property.
Therefore, a $10,000 new car pur-
chased by a business would gen-
erate a $600 tax credit. A $10,000

computer would generate a $1,000
tax credit.

But, if the company sells the
asset-or it is destroyed in a fire or
other catastrophic event-the tax
credit must be repaid. Each year
the property is held before it is sold
or lost, a portion of the credit is
vested and, therefore, protected
from repayment.

If the business owns the com-

puter for one year before it is des-
troyed by a fire, then the equip-
ment would be 20% vested. The

credit will be 40% vested after two

years, 60% vested after three years,
80% vested after four years and
fully vested after five years.

Therefore, the business owes the
IRS $800 back if the fire occurs
after one year, $600 dollars back if
the fire occurs after two years and
so on.

New tax credits cannot be used to

offset the amount owed to the gov-
ernment, stressed Mr. Young. For
example, if the company goes out
and buys a new computer to re-
place the one that was burned after
only a year, it earns a new tax
credit. But, the company still must
pay back the $800 it owes the IRS
for failure to hold the first com-

puter for the full economic life. m



Wholesaling.

We understand the risks, because weunderstand the business.
Everything works better when an

insurance company knows your
business.

You get expert help with loss
control. Claims are processed more
efficiently. And, most important, you
get imaginative rating techniques
that effectively match your premiums
to exposures.

You'd expect an insurance

your business, give our business a call.
Call our National Accounts ofice

at 715/346-6863.

company to know the insurance
business.

We've taken the time to learn the

wholesaling business.
As one of the nation's largest

insurers, we can design programs for
all of your casualty, property, life and
health insurance needs. 0

If you'd like to see the benefits of
working with people who understand

Sentry®Insurance
National Accounts Department
Sentry World Headquarters
1800 North Point Drive

Stevens Point, WI 54481
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Incertainpartsoftheworld, ifthe
powers thatbedon'tlike thewayyoudobusiness,
theydomore thansendyounasty letters.

No long treatise is needed to convince you how
perilous it can be operating internationally these
days. All you have to do is look at the front
page or your T.V. Suffice it to say that sudden
changes in local laws, riots, nationalization, civil
insurrection, even the whims of foreign govern-
ments can all have serious effects on your
business.

They can also put you out of business.
Even in times of worldwide economic sta-

bility, political risk has accounted for some
uncertainty in foreign ventures. Today, the sit-
uation is even worse. What some people are
calling a worldwide recession coupled with
unexpected political change-even in foreign
countries once considered stable-has created an

environment in which operating internationally

-

.-I

-
--

4

is much riskier than ever before.The election in

France is a good example. Iran, Iraq, Argentina
and Lebanon are just a few more examples of
relatively current events that have also caused
some nasty surprises.

More than ever before analyzing political risk
demands an intimate and expert knowledge of
political and economic conditions all over the
world. Just keeping a watchful eye on potential
developments where you do business is simply
not enough anymore.

Can AFIA help you? We think so.
At AFIA, we've been watching the world for a

long time. Our international experts have expe-
rience, knowledge and imagination.

AFIA will write coverage against expropria-
tion without fair compensation. We will also
protect trade and construction contracts against
the risk of an embargo, wrongful repudiation,
currency inconvertibility and wrongful call of
on-demand bank guarantees and bonds.

And we do it in the good old AFIA way-
dependably, knowledgeably, expertly. And we
combine that with the innovative and young-
thinking attitude that is the new AHA.

Give us a call. We're ready to protect your
company's financial security against the day the
powers that be do more than send you a
nasty letter.

AFIA
WORLDWIDE INSURANCE

Theolderweget
the younger we think.

AFIA Worldwide Insurance, 110 William Street, New York, NY 10038
Atlanta, Boston, Chicago, Cleveland, Dallas, Houston, Los Angeles,

Miami, Minneapolis, San Francisco, Seattle, Washington, D.C.
and 230 other cities around the world.
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New RIMS' chief stressing communication
By LEN STRAZEWSKI

LOS ANGELES-French may
be the language that Marc Darby,
the new president of the Risk & In-
surance Management Society,
speaks as director of risk manage-
ment for Societe de la Baie James

in Montreal, but RIMS members

should have no problem under-
standing him.

Clear communication is Mr.

Darby's goal for his term of offjce,
which began last month during ihe
RIMS annual meeting (see story,

page 57). Although risk manage-
ment has become increasingly
complex and international in its
scope, Mr. Darby says that there is
no reason RIMS members and their

national organization should splin-
ter and lose touch with their pro-
fessional roots.

"The precepts of risk manage-
ment-risk and loss analysis, loss
avoidance, assumption or transfer
of risk-are the sarne regardless of
langLage or country," Mr. Darby
says. "The wrap-up instrance pro-
gram I designed for *e James Bay
projert can be understood in any
language by anyone who practices
risk management.

"Risk management is interna-

tional, and I want my tenure as
RIME· president and the fact that I
generally work in French in my
office to be testimony to that inter-
national nature."

Some risk management issues,
like a recently reintroduced bill,
H.B. 2642, that would allow com-

panics to take a tax deduction for
self-insured 1css reserves and pre-
miums paid to captive insurers,

may only relate to U.S. RIMS mem-

bers, bLt Mr. Darby says they will
not lack his personal support or
RIMS' attention.

"I am in complete support of the
loss reserve deduction act and all

other RIMS activities, even though
I may not find use for them:n Can-
ada." Mr. Darby states. "One never
knows when an idea conce.ved in

the United States may Frove

worthwhile across the border Leg-
islation. however is difficult to im-

port from- Washington because of
the very different government
style in Ottawa."

Though RIMS will continue to
provide information about risk
managment to legislators, Mr.
Darby adds that good communica-
tion begins within the organization.
RIMS will be re-evaluating all of its
internal communication

techniues, he notes.
"1 want to first improve commu-

nications among RIMS members,
chapters and the national organiza-
tion," Mr. Darby told Business In-
surance. "And to that end. we will

be re-evaluating all our methods,
including Risk Management maga-
zine and the Rim:cope anc chapter
officers' newsletters to try to come
up with improvements if needed."

RIMS will also re-evaluate its

memter services, including its
placement and legislative offices,
Mr. Darby adds. '*We've done quite
a bit in the past few years, but it's

Maybe we should be called
Western Eastern Northern

Southern&Central
Employers Insurance

v

I V

Let's face it, sometimes

being called Western Employers
creates a little confusion. Our

name implies that we're only in
the west when actually we're
all over the country.

We started in the west and

quickly grew by providing the
finest loss control, rehabilita-

tion and benefits programs for
larger companies.

Each account is assigned a
complete service team to help
reduce accidents and effectively
handle losses. Their direct

involvement greatly reduces

your administrative time and
results in a considerable sav-

ings to your client.
Today, Western Employers

serves every state from regional
headquarters throughout the
United States.

We have built quite a name
for ourselves. We think we'll

keep it.
/Il/im WESTERN
- I EMPLOYERS

IIU INSURANCE

515 North Cabrillo Park Drive

Santa Ana, California 92702

(714) 973-2813 (213) 588-5151

Chicago Fullerton Houston Los Angeles New York Phoenix Portland San Bruno San Diego San Francisco

time to examine those services

again and ask ourselves if anything
can be improved."

Although the state of the econ-
omy has increased demand for
member services, Mr. Darby says
the organization is not yet over-
loaded.

Membership has stayed about the
sarne over this past year. Despite
some risk managers losing their
jobs in the difficult economy,
"there is still growth in risk man-
agement and in our membership."

Part of the service re-evaluation

will be a new look at the RIMS an-

nual conference, its format and
speakers. Although attendance was

down significantly at this year's
conference, Mr. Darby says the na-
tional organization was neither
surprised nor dismayed.

"We just don't have as many
members in this part of the country
as we do in the East. And consid-

ering the cost of a cross-country
trip, we expected that attendance
would be somewhat less," he said.

"When you consider that a member
must spend to $2,000 to attend the
RIMS meeting with his or her
spouse, we think we did pretty
good in our attendance."

Although RIMS "believes in the
small-session format and industry
meetings," the officers will review
evaluation forms submitted by
members attending educational
sessions and make adjustments as
requested, he said.

Keeping the lines of communica-
tion open between the society's na-
tional structure and local chapters
is just the beginning. Mr. Darby
plans to continue RIMS' mandate to
expand the understanding of risk
management within and outside
the insurance industry.

"The image of RIMS is now well-

perceived by ,- 'fi- ' -*SL'SN '72:.
legislatures, bro- · »,/-«' ,-:
kers and insur- , '.: >'KR](y·'·

ers that in the 1
past were closed
to us," he said. <:
"But we still 40 1;N.5.
have to keep on

selling and pro-
moting the risk ' .i- ·'' ©t
management 1 "' -
movement to Mr. Darby
certain brokers

and underwriters who still don't

understand what risk managers
and our organization do."

RIMS will also expand its liaisons
to other executive organizations,

Mr. Darby notes, in hope of im-
proving their understanding of the
role of the corporate risk manager.

In the past two years, RIMS has
held liaison meetings with most

major insurance industry organiza-
tions and invited representatives to

set up exhibits in the "Association
Walk" area at the annual confer-

ence. The liaison concept will
spread to other financial organiza-
tions, too, Mr. Darby says.

"Two RIMS chapters have al-
ready begun meetings with the Fi-
nancial Executives Institute, the

national organization of chief fi-
nancial officers, financial vps and
administrative vps. We can expect

more meetings of this type.
"Though the respect a risk man-

ager receives in his or her corpo-

rate organization is up to the indi-
vidual risk manager and the way
he or she pushes understanding of
risk management as part of corpo-

rate management, we want to help
out in this general area as much as
we can," Mr. Darby says.

However, the career success of a

risk manager is probably one of the
best means of communicating the

overall worth of risk management.
"More risk managers are becom-

ing vps or assistant treasurers.

Some have even reached the top
position in their corporation," Mr.
Darby noted. I
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Price and coverage are usually the consideration when
buying a Kidnap/Ransom policy. However, in the event of an
extortion or kidnap, service becomes the most important
factor.

If your policy forces you to rely upon your local law
enforcement agency, you should consider this carefully: law
enforcement is often unable to adequately respond to all the
sensitive complications of Kidnap/Extortion. Call them and
ask about the services they render; you may discover they
can only explain the options open to you. At no time will they
advise you on what course of action to take.

Extortionists and kidnappers are basically mentally
unstable. An inexperienced response to such mentalities can
lead to complications that create a life-threatening situation.

FACTS

According to the FBI statistics, in 1981 there were over
200 domestic kidnappings. This record may be incomplete
because all kidnapping acts are not a violation of Federal law.
There were in excess of 4,700 extortion attempts in the U.S.
and over 235 violations of the Hobbs Act.

SERVICE IS PRIMARY

When that critical phone call comes, it must be handled
by experts who have experience in dealing with extortionists
and kidnappers. Most underwriters of K/R policies do not
have the resources to supply you with this specialized
domestic assistance. This renders their "broad coverage
policy" inadequate when you need this specialized service.

Question your insurer and broker now, as to the qualifications
of their negotiaters and ask for details regarding their
domestic response capabilities. The answer you get may be
very enlightening.

PIA does not deal directly with insureds. For further information,
please have your broker contact Albert Van Wagenen, V.P., at PIA
for our complete kit with detailed information regarding
Kidnap/Ransom/Extortion insurance.

THE PIA ADVANTAGE

PIA Kidnap/Ransom/Extortion Insurance offers the
services of the Paul Chamberlain Agency for domestic

assistance and Lawnwest Ltd. for international assistance.

The Paul Chamberlain Agency, composed of highly com-
mended former FBI agents now specializing in the sensitive
needs of industry, will arrive promptly and conduct the
negotiations that bring a victim safely home (or neutralize
a terrorist's intent). You, your family, your employees,
colleagues and their families can be spared the anguish and
possible severe mental and physical damage that could
otherwise result. And similar response will come from our
international team, Lawnwest Ltd.

There simply is no indemnification high enough to
cover such losses. Price and broad coverage are of no
consequence without a specialized negotiating service. Only
PIA Kidnap/Ransom/Extortion insurance can adequately
protect you from the rapidly rising wave of Kidnap/Extortion
incidents.

Regardless of whether you consider price, coverage
or service as the single most important factor in determining
where you purchase your Kidnap/Ransom/Extortion
coverage, PIA is ranked Number 1 in a// categories by those

who understand the various values of a Kidnap/Ransom/
Extortion policy.

Re-read your policy. Then call your agent or broker

and have him contact PIA. 

The Broker's Broker.

Professional indemnity Agency, Inc.
409 Manville Road

P.O. Box 130

Pleasantville, N.Y. 10570

(914) 747-1818
Telex: 646929

TWX: 7105722197
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V27.1-1*,:Announcing the AIG Product Portfolio. It ends the ----- ---<.- i

guesswork about what coverages are available. Where to go for
them. And who can answer your questions.
Now a simple hook-up via ordinary telephone line and any computer terminal

provides access to a special AIG data bank. To get the answer, just push a button.
You don't have to be a computer expert. The Portfolio tells you what to do.

Each of our products can be rapidly cross-referenced by type of coverage and
profit center. The Product Portfolio also includes the I'd like to learn more about the AIG Product

name and telephone number of the AIG person to Portfolio and how it can make life easier for me.

Name
call for more details as well as the location of the Title

American International Group office nearest you. Address

Company

No more searching through out-of-date brochures. City State

Zip Phone
No more time wasted on random phone calls. American International Group, Inc.

Dept. A. 70 Pine Street.The AIG Product Portfolio has been designed to New York, N.Y. 10270 81 5-9-83

make a broker's life a lot easier. To learn more,
please mail the coupon or call our special number, ONCEAGAIN
(212) 770-7311. REANSWERISAIG
THE AIG COMPANIES: American Internanonal Underwriters, American Home Assurance Co., Commerce and Ind'*stry Insurance Co., National Union Fire Insurance Company of Pimburgh, Pa.. American International Lik Assurance Co.,
North American Managm, New Hampshire Insurance Co. and over 230 other companies operaung around,he world to meet your insurance needs.
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Now's the time to buy retroactive cover: Broker
By KATHRYN J. McINTYRE

LOS ANGELES-Risk managers
who want tc plug holes in prior
years' insurance prigrams with
retroactive liability in-Lrance
should buy it no·, a broker ad-
vises.

The availability of retroactive li-
ability insurance is a fur nion of
the current eompetiticn among in-
surers for premiums as weE as high
interest rates, ncted A.an Middle-
ton, chairman of J.H. Mine- (Can-
ada)Inc.

If either of these cor.ditions

change, the product "may not be
around as ex·ensively as in :he last
year," Mr. M.edie:on told those at-
tending a seminar on retroactive li-
ability insurance at the :nnual Risk
& Insurance Manage men: Soc.ety
conference.

3*

A *ree-perscn panel offered this
suggestion and other buying tips to
a standing-room-only crowd. The
large attendance reflected continu-
ing high interest in retroactive lia-
bilitr insurance, which first gained
publ city after :t was purchased by
MGM Grand Hotels Inc. in 1981 D

cover losses stemming from the
1980 fire at its Las Vegas hotel.

Retroactive liability insurance,
broadly defined, is any policy cha:
will cover losses arising fron
events in the past that were at the
time underinsured or not insured.

The three mist popular types cf
retroactive insirance underwritten

by tne London :nsurance marke.,
according to Mr. Middleton, are:

• Policies to cover incurred-bu--

not-Fported losses stemming from
prior years.

• Policies tc increase the med:-

\ 1 \/

cal malpractice insurance limits for
hospitals, especially for the years in
the mid-19705 when insurers re-

fused to provide hospitals with
high limits of insurance.

• Policies to cover known losses,

like the liability claims arising
from the MGM Grand Hotel fire.

The retroactive liability insur-
ance purchased by MGM Grand
stirred controversy as some insur-
ance underwriters and brokers

questioned the wisdom of breaking
traditional insurance practices.

"Known-loss coverage may or
may not be available, but IBNR

rcoverage
see

coverage is no more controversial
than a claims-made form with

prior acts coverage," noted panelist
James W. Macdonald, assistant vp
of Munich American Services

Corp. in New York, a new consult-
ing subsidiary of Munich Re
created to advise insurers.

The three major underwriting
leads of retroactive liability insur-
ance in the London marke: are

Merrett Syndicates P.L.C. and R.
W. Sturge & Others, both at Lloyd's
of London, and H.S. Weavers in
London, Mr. Middleton said.

British National Life Insurance

Society Ltd., a London-based sub-
sidiary of Armco Insurance Group,
will consider a request for retroae-
tive liability insurance if there is a
large premium involved, Mr. Midd-
leton added.

In general, London underwriters

wrn. H. Crgc aco..In

MARINE UNDERWRITERS SINCE 1887

Four World Trade Center, t»G, York, N Y 10048 · 212 77 -1300
AliIA .6 ' Atlanta• Baltimore ·

d . Hamilton, Bermuda · Hou

4  · New York Regional
 * Philadelphia ·Pittsburgh

IIV San Francisco · Seattle · Syracuse
Toronto · Vancouver

Correspondents throughout the Wor/d

Satellite Illustration Courtesy of RCA Amencom

prefer to provide retroactive liabil-
ity insurance when there are big
risks and a high premium. "London
doesn't want low premium/low
hazards," he said.

When seaching for an IBNR-type
retroactive liability policy, a com-
pany can expect to find $2 million
of primary retroactive liability in-
surance and about 50% of $3 million
excess of $2 million, he said.

When purchasing retroactive lia-
bility insurance to increase existing
limits for prior years, a risk man-
ager also may find the un-
derwriters will want the company
to assume a self-insured retention

between the existing coverage and
the new coverage, he noted.

When negotiating the coverage,
"be sure everyone knows what is
supposed to be done," he advised.

There are no standard forms for

this insurance, so each policy must
be manuscripted. The insurance
buyer, broker and underwriters
should negotiate the terms and
conditions, making the binder the
policy form, he suggested. Legal
advice also should be sought in pre-
paring the policy, he added.

Negotiating the coverage is the
"hardest and most important" as-
pect of purchasing this product,
agreed Mr. Macdonald. Cancella-
tion clauses and aggregate provi-
sions must be carefully defined.

If an underwriter would under-

write the same risk on a current-

year basis, the risk manager is in a
better position to insure it retroac-
tively, noted Mr. Macdonald. "In
theory, the risk is attractive be-
cause it has some experience."

In rating retroactive insurance,
the underwriters start with stan-

dard rates for the risk today and
apply credits based on actuarial
predictions of claims development.

The most common reasons for

needing retroactive coverage are
related to under-insurance or no

insurance in previous years, panel-
ists noted. The company may not
have recognized the need for insur-
ance, or the marketplace may not
have offered adequate limits.

Retroactive insurance may be
purchased to increase available
limits or to decrease self-insured

retentions, noted Keith F. Feickert,

vp of Johnson & Higgins in Los
Angeles. It may be purchased to
provide occurrence coverage for
years when only claims-made in-
surance was available. It can be

purchased to replace exhausted ag-
gregate limits from prior years or to
fill out an incomplete placement.

Companies also use a form of ret-
roactive liability insurance to re-
duce the amount of risk retained in

prior years, panelists agreed.
A company may close a captive

insurer by selling its portfolio of
loss reserves and liabilities to insur-
ers and reinsurers, Mr. Feickert
said.

Mr. Middleton said a company
may want to move its self-insured
reserves off its balance sheet and

secure a premium tax deduction by
selling them to insurers. Or, the
company may be concerned that
large contingent liabilities could
cost it a qualification from auditors.

Risk managers also may want to
purchasing retroactive liability in-
surance as a hedge against the in-
solvency of insurers, he said.

The specific circumstances of the
policy request will determine the
availability of the coverage.

Mr. Middleton said London un-

derwriters would be reluctant to

write a policy that promised to pay
in the event an insurer became in-

solvent because it could be viewed

as a "financial guarantee" in which
the underwriters were guaran-
teeing the financial solvency of an-
otherinsurer.

"It would be easier to do if the

insurer already were insolvent,"
Mr. Middleton said, ,
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THE BACKERS...helping to keep
The Golden Years golden

Discrimination should worry
risk management staff, too

By JERRY GEISEL

LOS ANGELES Companies
should treat employee discrlmina-
tion problems as a corporate and
risk management concern, a con-
sultant advises.

"Within companies, there is an
attitude that this (employee dis-
crimination) is a personnel prob-
lem, not a corporate problem," said
Ronald Boggs, a consultan- with
the Risk Management Services Di-
vision of the Wyatt Co. in Chicago.

But the dollars involved in em-

ployee discrimination can be so
large that employers no longer can
afford to relegate discriminarion
issues to the personnel department,
Mr. Boggs said.

Speaking before a Risk & Insur-
ance Management Society annual

For more than twenty years, The Backers at Interstate have been providing protection
for Retirement Homes, including liability, malpractice, property all of the coverages
that fall under an SMP. Every retirement home needs protection, because even the best
administrators cannot foresee the unpredictable: accidents, misinterpreted instructions,
equipment malfunctions, or staff errors, any of which can lead to trouble.

If retirement homes with nursing facilities are included in your book of business
or might be call your nearest Interstate office and talk it over. Our background and
experience assure you of quick answers and quotations. And, should the need arise,
fast action on claims. Depend on Interstate. We'll back you...all the way.

BE Interstate National Corporation
Chicago Insurance Company • Interstate Fire & Casualty Company • Interstate Indemnity Company

55 EAST MONROE STREET, CHICAGO. ILLINOIS 60603 • PHONE: 312/346-6400

Interstate National Corporation is one of the Fireman's Fund Insurance Companies.

conference session April 25-29,
Mr. Boggs said while the aver-
age back-pay settlements with
individual employees is rela-
tively small-about $4,600 in
1981-a company can be on
the line for millions in a class-

action discrimination suit.

In addition, aside from being
hit with paying a discrimina-
tion award-which usually in-
volves the payment of back
pay-employers may be or-
dered by a court to pay the
plaintiffs' legal Costs.

The possibility of large court
awards probably has en-
couraged more employee dis-
crimination lawsuits.

"The possibility of big
awards encourages plaintiffs'
attorneys to throw the dice,"
said Monte Lake, an attorney
with Heron, Burchette, Ruck-

ert & Rothwell in Washington.
Many employee discrimina- 

tion lawsuits, in fact, may be
frivolous and are dismissed by
courts. However, judges have
been reluctant to restrict a

plaintiff's access to the courts
to file discrimination suits.

As a result, even if a com-

pany wins a discrimination
suit, it will be very difficult for
the firm to file and win a

countersuit against plaintiffs
and their attorneys to recover
legal expenses, Mr. Lake said.

Also, during a soft economy,
more suits are filed by middle 1
managers who believe age is

the reason they were laid off, 
Mr. Lake said.

Employee discrimination
claims that were filed by the
federal agencies have in-
creased substantially despite
the election of a new adminis-

tration that was supposed to be 1
more business-oriented.

For example, federal agen- |
cies filed 630 discrimination

suits in 1982, up from 450 in
1981, Mr. Lake said.

Yet, if an administration de-
cided to back off filing dis-
crimination suits, the pace of
litigation would not ease.

That is because the bulk of
discrimination lawsuits are in-

itiated by employees, not by 
federal agencies. In fact, those
agencies are involved in just
7% of discrimination lawsuits.

As a result, it is doubtful
whether a change in adminis-
trations would have a mean-

ingful effect on the pace of liti-
gation, Mr. Lake said.

Employee discrimination
can take several forms, Mr.
Boggs and Mr. Lake said. The
most common kind of discrim-

ination is intentional. For ex-

ample, a company may have
had a policy of excluding
blacks or women from top-
level corporate jobs.

A more subtle discrimina-

tion is known as disparate, or 5
indirect impact. This can occur
when a corporate or govern-
mental policy, which is neutral
on its face, discriminates
against a class of employees.

One of the most common

kinds of unintentional dis-

crimination is height require-
ments that municipalities set
for police officers.

For example, height re-
quirements have been found to
discriminate against women ,
and Hispanics. '

In addition, companies may f
face a discrimination exposure
for actions of individual em-

ployees.
Companies have made great 

progress in eliminating dis-
criminatory employment prac-
tices, but problems still re- 1
main, Mr. Boggs said. •
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Diversity helps risk managers move up
By JERRY GEISEL

LOS ANGELES-Risk

managers who want to move
into the ranks of senior man-

agement need to broaden their
backgrounds, a top corporate
officer advises.

"Those who will advance

the furthest will have an ex-

pertise in several functions,"
said Richard Brooks, senior vp
and chief financial officer for

San Francisco-based AMFAC

Inc.

Speaking before about 150
risk managers at a session on
job opportunities and career
advancement in risk manage-
ment at the Risk & Insurance

Management Society annual
conference, Mr. Brooks said
risk managers shouldn't con-
centrate on just risk manage-
ment functions.

If risk managers are to be
contenders for such top corpo-
rate slots as treasurer, they
must boost their financial
skills, Mr. Brooks said.

That financial background
would be especially important
if risk managers want to
broaden their job responsibili-
ties by becoming more in-
volved in areas like loss pro-
tection due to interest rates or

commodity price changes.
Another speaker, A. Donald

Ikle, a partner in the New
York office of Ward Howell

International Inc., a recruiting
firm, advised risk managers to
improve their academic and

U professional credentials. Risk
managers should strive for the
Associate of Risk Management
and Chartered Property/Casu-
alty Underwriter designations,
he said.

Other advice Mr. Ikle gives
to risk managers who want to
move ahead is:

• Stay current on court de-
cisions and legislative changes.

• Be creative. "Understand

captives and data processing,"
Mr. Ikle said. Look at how po-
tential acquisitions can affect
your company. For example, if
a corporation is considering
buying a coal company, the
risk manager should be alert-
ing top management to the
problems of black lung dis-
ease.

• Try to expand areas of re-
sponsibility. "Look at security,
safety, pension fund manage-
ment and employee benefits,"
Mr. Ikle said.

• Promote what you are
doing. Risk managers should
inform top management of
what they are doing to stop
losses and how much money
they have saved their com-
panies.

It is that last point-how
risk managers can become
more visible-that concerned

several speakers.
"Many risk managers lack

visibility even though they are
highly competent," said Ron
Winans, who moved up
through the ranks of risk man-
agement to vp-administration
at J.F. Simplot Co., a diversi-
fied food processing firm in
Boise, Idaho.

Mr. Winans said he at-

tracted the attention of top
management through a wil-
lingness to take on projects
that were outside his depart-
ment.

Risk managers can use an
event to increase their visibil-
ity within a corporation. For
example, after a fire destroyed
an unprotected Simplot food

processing plant, Mr. Winans was
able to win top management sup-
port for his long campaign to have
sprinklers installed at corporate fa-
cilities

When a risk manager decides
that he or she wants to move on to

another company, the Risk & In-
surance Management Society can
help, explained Hillary Levine,
director of the society's Executive
Referral Service.

Some risk managers still believe
that the services are limited to

members of the New York RIMS

chapter. But Ms. Levine stressed
that the service is available to

RIMS members throughout the
country.

The service tries to match risk

managers who are looking for new
jobs with companies that are open-

ing up new risk management de-
partments or have vacancies in
their departments.

The service operates on a strictly
confidential basis. Risk managers
file copies of their resumes with the
referral service. The service then

forwards the resumes to employers
that have asked the Risk & Insur-

ance Management Society for help
in finding a new risk manager.
These companies, once they have
received the resumes, then directly
contact the risk manager if they are
interested in that specific candi-
date.

The RIMS referral service also

can help risk managers prepare
their new job resumes, Ms. Levine
said.

In preparing resumes, risk man-
agers should stress several points,
Ms. Levine said. These include:

• Indicate salary requirements
and geographic preference. "Risk
managers who are willing to relo-
cate anywhere have a distinct ad-
vantage," she said.

• Elaborate on achievements. If

a risk manager set up a captive,
that should definitely be listed on
the risk manager's resume. In addi-
tion, the risk manager should be
specific about how much money he
or she saved the corporations for
which he or she worked.

• Emphasize educational back-
ground.

• Be specific about functions

performed at former company.
Before the risk manager is inter-

viewed, he or she should find out as
much as possible about the com-
pany.

For example, the risk manager
should read copies of the firm's an-
nual reports and 10-K statements
that are filed with the Securities

and Exchange Commission.
Despite the soft economy, the

RIMS referral service has more

than 50 jobs on file. Two of those
jobs offer salaries of $50,000 for No.
2 risk management slots at Fortune
500 companies, while another job
offers a $100,000 salary at a major
corporation.

In addition, RIMS recently
helped place a risk manager in a job
that pays a $90,000 salary, Ms. Le-
vine said. •

The maker ofarecord-setting business jet
onsaity andthe compar plane.

Allen E. Paulson, President and Chairman of Gulfstream
American Co*naticm, builder of the Gulfsneam /11 business
jet and Gulfst,ram Commanderjet/m,ps.

n the interest of safe flying, I firmly be-
lieve every corporate pilot should take a
regular program of refresher training.

"Corporate pilots have even greater de-
mands on their skills than airline pilots.

Instead ofjust flying from A to B and back to
A, corporate pilots frequently fly to unfamil-
iar fields. Those fields may be smaller and
may not be equipped with sophisticated navi-
gation aids- yet the pilots must be prepared.

"Simulators are the best place to prac-
tice. Emergency situations that are too

Demands onCorporate Pilots

dangerous to practice in the airplane can be
realistically experienced in the simulator. You
also save fuel and avoid tying up the aircraft.

"A Gulfstream III recently set the
around-the-world speed record for business
aircraft. Before departure the crew practiced
atl of the planned airport approaches in

FlightSafety's Gu18tream simulator.
"It's a company requirement that our

own pilots take FlightSafety simulator re-
fresher training even though they're flying

Simulators: the safety factor
every day. We think other companies should
do the same. In fact, initial FlightSabty train-
ing is included with every Gulfstream we sell.
We want customers to establish professional
training habits- to keep their skills sharp."

'.
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: FlightSafety International® offers simulator training programs br al- :
E most every type of jet and turboprop business aircraft. For more •

information send this coupon or call Jim Waugh, MR Marketing at :
. (212) 565-4120 collect. .
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Savings can sell safety and loss program
By LEN STRAZEWSKI

LOS ANGELES-Risk managers
need to sell safety and loss preven-
tion to top executives, NATLSCO
Vp James W. Smirles told an audi-
ence at the Risk & Insurance Man-

agement Society annual conven-
tion April 25-29. And risk manag-
ers had better talk savings when
they make their pitch.

"It makes very little difference
what kind of insurance or self-in-

surance program you have," he
said. "One way or another, you
have to pay for the losses. If you
self-insure, you will pay the losses
directly. If you are insured, the in-
surer will pay and raise your rates
to compensate next year. That's
your tool for selling loss control to
your employees and top manage-
ment."

Risk managers must communi-
cate the costs of accidents directly
to top management and local plant
or subsidiary management in terms
they can understand, he added.

"The difference between a very
good safety record on the one hand
and a very bad safety record on the
other can jump insurance costs as
much as 400%," he noted. But many
employees may not understand
how this kind of experience modi-
fication works or how much claim

dollars mean to operations.
"Tell them how much sales are

required to pay for even one acci-
dent when all costs, including lost
time, paperwork and benefits are
paid. If they don't understand how
much sales are needed, tell them in
terms of the units they manufac-
ture-how many bars of soap need
to be made," he said.

Mr. Smirles, the author of the
RIMS study program on loss pre-
vention, also recommends risk
managers find ways to charge back
losses to subsidiaries to emphasize
the communications effort.

If the high costs of accidents sell
the need for safety, a risk manager
or safety manager should design a
comprehensive loss-control pro-
gram, Mr. Smirles said.

"Safety by objectives is no differ-
ent from management by objec-
tives," he explained. "State your
specific goals, state the specific de-
ficiencies and the desired results,

state who is responsible and when
the goals must be met."

Once the plan is communicated, a
risk manager should follow up to
determine the plan's progress and
measure the safety accountability.

Sometimes implementing a loss-
control program may require spe-
dial assistance, added Richard E.
Dolliver, regional occupational
health manager for the CNA Insur-
ance Cos. in Los Angeles. That's
where an industrial hygienist may
help.

A good industrial hygiene pro-
gram can reduce workers compen-
sation and related costs, Mr. Dol-
liver said. "A hygienist should be
able to help you reduce some cur-
rent health problems such as der-
matitis, asthma and accident-re-
lated problems that can be caused
by correctable hazards, but he or

il

You need to make only one change for more efficient
claim handling. Equifax has changed the rest.
Change #1 - We've added new claim investiga-

tions to our existing program, enabling us to offer
you a complete line of information services.

Change #2 - We've established an extensive,
ongoing training program on workers' compen-
sation which will keep our field investigators
up-to-date.

Change #3 - We've redesigned our reports to
provide more complete information in the most
useful format.

Change #4 - We've developed a staff of highly-
trained case supervisors to handle your claims
and consult with your people on a one-to-one
basis when they need investigative assistance.

Change #5 - We've made a commitment to pro-
vide the most comprehensive and professional
workers' compensation claim program available
from any single source.

These are five very good examples of why
Equifax is the leader in the field of insurance-
related information services. As a leader, we make
it a point to understand and meet the needs of in-
surance and self4nsured companies.

Now one national source offers complete service
capabilities, professional investigators trained spe-
cifically in workers' compensation, case handling
supervision and consultation. And pertinent infor-
mation reported quickly and accurately.

The system is flexible - you can choose the
complete program or select unbundled services,
depending on your individual claim requirements.

We tailored our program to our customers' speci-
fications and it's working! No other national com-
pany can offer the same full-service capabilities or
the same full-service quality.

There's only one thing left for you to do.
CHANGE TO EQUIFAX.

For further details about our complete package
of Workers' Compensation Claim Investigations,
contact your local Equifax office, or call our Claim
Market Center, At/anta, Ga., at 800-241-1896.

EQUIFAX

SERVICES
Claim Market Center

1600 Peachtree St., N.W.
Atlanta, Georgia 30309

she also should be able to point out
future problems caused by varicus
job situations.

"We like to think that if we had

had industrial hygiene years ago,
all the problems we are now having
with asbestos would never have

happened," he remarked.
A risk manager also can sell in-

dustrial hygiene services to his or
her company by pointing out that
the elimination of even minor haz-

ards can result in improved effi-
ciency, reduced turnover and im-
proved labor relations.

Mr. Dolliver noted, for example,
a situation in which solvent fumes
were affecting workers stripping
parts from damaged machinery.

"At the beginning of the day the
workers were hitting the basket
with the used parts every time. By
mid-day, one out of every five
parts fell on the floor. They were
being put to sleep by fumes and
were operating at 80% efficiency at
best " he said. "An industrial hy-
gienist noticed the problem and it
was easily corrected "

Long-term disabilities are not
easily corrected, added Susan
Beamer, vp and executive director
of NATLSCO Rehabilitation Man
agement But risk managers can
take steps to limit long-term Costs

"Do you have a trigger that
warns you when an injury case has
gone too long? You should " she
said "Apparently many companies
do not monitor their injury and dis
ability cases carefully enough be
cause, as a consultant, I'm seeing
cases now in litigation that involve
people who have been out of work
two years or more They should
have been in rehabilitation almost

immediately after the injury in
order to reduce costs and avoid this

litigation
Ms. Beamer recommends risk

managers get involved in setting
goals for rehabilitating injured
workers and tracking lost time to
make sure eases are not taking
longer than they should
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Let CFO know how you run department
By KATHRYN J. McINTYRE

LOS ANGELES-You can make

your chief financial officer feel
comfortable with your risk man-
agement program if you satisfy his
three major concerns, says a risk
manager who is moving into finan-
cial management.

The chief financial officer is con-

cerned that the connpany has ade-
quate protection against catastro-
phes, that the risk management de-
partment has a financial control
system and that there are basic
management policies for risk man-
agement, says Gary Bausom, assis-
tant treasurer of Esmark Corp. in
Chicago.

Mr. Bausom, whose duties at Es-

mark have expanded beyond the
risk management function, also
knows of top management's con-
cerns from a 14-week program in
management developed at Harvard
University.

The chief financial officer is con-

cerned about adequate protection
against catastrophes and a financial
control system for risk manage-
ment to protect himself from
events that would be embarrassing
to him with the board of directors

and the chief executive officer, Mr.
Bausom explained. He is concerned
that there are basic management
policies for risk management be-
cause that is the method for com-

municating with senior operating
management, he added.

Risk managers should want to
satisfy the chief financial officer's
concerns because in most com-

panies, the risk management func-
tion ultimately reports to the chief
financial officer, Mr. Bausom said.

The chief financial officer, how-
ever, can't focus on all the details as
the risk manager should because
the chief financial officer has many
other duties and responsibilities,
Mr. Bausom observed. Financial

planning, accounting and Securi-
ties & Exchange Commission fil-
ings, budgets, financial controls, in-
vestments, auditing and banking
and tax issues and policies are
probably all under the chief finan-
cial officer, in addition to risk man-
agement.

To assure the chief financial offi-

cer that the company has adequate
protection against catastrophes, the
risk manager should provide two
reports, Mr. Bausom advises.

One is a policy register, which
can be presented as a spread sheet,
of all insurance coverages. It should
list each coverage, the limit pur-
chased, the deductible or self-in-
sured retention, the policy term,
the lead underwriter, the broker,
the annual net premium and the
commission or fee paid for bro-
kerage services.

The other report is a brief memo-
randum on catastrophic exposures.
Describe what the catastrophic ex-
posures are, what the probable
causes of such catastrophes would
be, what effect a catastrophic loss
would have on the company and
estimate the magnitude of such ca-
tastrophes, Mr. Bausom advised.

These two reports will start to
give the chief financial officer a
"level of comfort," he said.

The accounting or control system
the chief financial officer expects
in a risk management department
is an accounting system that will
compare ultimate net costs with ac-
cruals-by year, by line of cover-
age and by division. This report
should be provided on a quarterly
basis, Mr. Bausom advised.

"Many times this is neglected be-
cause most accounting departments
don't understand the basic ele-

ments of a risk management pro-
gram, so they can't set up the basic
system," he said. And the risk man-
ager may not know how to set it up
or it may not be a priority.

Three management policies are

necessary to be sure that the risk
management program is effectively
communicated to operating man-
agement, Mr. Bausom said.

The first policy statement should
define the risk management func-
tion, the risk manager's role and
responsibilites.

The second policy statement
should be a written accounting pol-
icy, including a chart of risk man'-
agement accounts. This is an oppor-
tune statement for defining risk
management terms that may be
used differently by the chief finan-
cial officer.

A liability and an expense may
be used interchangeably by an ad-
juster, but when a chief financial
officer thinks of an expense he
thinks of the income statement and

when he thinks of a liability he
thinks of the balance sheet, Mr.

Bausom explained.
The written accounting policy

also should include a description of
how the risk management depart-
ment acquires its information,
when it is due to the department,
who uses the information, to whom
it is distributed and when.

The formula used for allocating
losses to divisions should be in-

cluded in the accounting policy to
allow operating managers to antici-
pate their costs and to avoid sur-
prises and the potential for disa-
greements, Mr. Bausom noted.

An information policy statement

also is important, Mr. Bausom said.
It should detail information needs

-for underwriting, claims man-
agement and legal work.

Although risk management de-
partments can be buried by pounds
of paper providing needed infor-
mation, new risk management in-
formation systems can reduce the
paperwork. Esmark, for example,
has used two generations of micro-
computers in its risk management
department and was able to reduce
staff thanks to the new efficiency
in handling information.

Besides these essentials, Mr. Bau-
som recommends that risk manag-
ers also provide the chief financial
officer with a statement at the be-

ginning of every year on what the
risk management department is
going to do for the year. This state-
ment should then be reviewed at

R
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the end of the year against a report
on accomplishments.

A risk management annual re-
port also is in order, Mr. Bausom
suggested (see story, page 35).

As a helpful hint to communicat-
ing with the chief financial officer,
Mr. Bausom recommended that

risk managers read business and fi-
nancial literature.

"Read a general business periodi-
cal other than the Wall Street
Journal," he advised. "And read an
accounting or financial journal."

He recommended receiving re-
ports on the insurance industry
from William Blair & Co. in Chi-

cago and Drexel Burnham Lam-
bert Inc. in New York. These anal-

yses of the insurance market will
provide risk managers with a "dif-
ferent dimension" on the industry,
he said. •

There'S
the cost

 claims

The state of
It could be something as innocent asa banana peel on your company's

grounds. Or as devastating as a sudden explosion. In either case, when people are
injured on company property the cost of your casualty insurance is bound logo up.

Not if you put GAB to work for you. Here, people and machines process
casualty claims with unusual efficiency

A prime example is our special network of 3,400 claims professionals, who
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of 650 conveniently located offices and five Claims Administration Centers around the
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claims, the 'we' includes a casualty adjuster, a casualty supervisor, a regional super-
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What goes in a risk management report
By KATHRYN J. McINTYRE

Annual risk management reports to top
management can be as short as one page or
as extensive as the risk manager wants, says
a risk manager.

"We vary our report depending upon
what is of current interest and our time
available to prepare it," said Judi Tornese,
director of risk management for Transa-
merica Corp. in San Francisco.

Regardless of length, the report serves
important purposes, Ms. Tornese told risk
managers attending a seminar at the Risk &
Insurance Management Society annual con-
ference April 25-29.

It's an educational tool to tell top manage-
ment about the cost, benefits and objectives
of the risk management program.

And it is a reference for the risk manager,
providing the opportunity to stop and re-

view work, to set priorities and long-term
direction.

Reviewing the components of an exten-
sive annual report provided to top manage-
ment at Transamerica in 1981, Ms. Tornese
suggested an annual report could be
organized under the following headings:

• Summary of accomplishments in the
past year.

• Goals for the coming year.
• Description and functions of the risk

management department.
• Organization chart of the department

including reporting lines and responsibili-
ties.

• Organization chart of all consultants.
• Financial statement showing the assets

and liabilities of the risk management de-
partment and the funds under its control.

• A profit/loss statement for the depart-
ment's activities.

• Claims experience depicted by year
and line of coverage, showing cumulative
gains or losses from prior years.

• Fees paid by subsidiaries.
• Insurance premiums paid compared

with the prior year, segmented by broker
and by type of coverage.

• Insurance coverage purchased .outside
the risk management program if any divi-
sions buy insurance apart from that pur-
chased by the risk management depart-
ment.

• Joint ventures describing the depart-
ment's involvement in insurance and risk
management for them.

• Uninsured risks.

• Losses by subsidiary and by line.
• Claims management philosophy.
• Review of major claims, excluding

workers compensation.
• Costs of self-funding workers compen-

anantokeeping
ofyourcasualty
fromgoing bananas.

the art is GAB
month to help you identify and eliminate risks. Plus you can have five additional
reports with custom tailored information. What's more, the GAB systems are :
highly flexible to meet your needs-much more flexible than the
competition's.

Then there's GAB's exclusive Automated Cash
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sation.

• Major workers compensation claims.
• Safety and loss-control information.
Ms. Tornese also asks brokers, consultants

and adjusters to submit annual statements
that are attached to the risk management
report. Their statements include descrip-
tions of their companies, accomplishments,
fees charged and description of hours spent
on assignments.

The first year a risk manager prepares an
annual report is the most difficult, Ms. Tor-
nese observed.

The risk manager should involve every-
one in the department in preparing the re-
port, with one person who coordinates it.

Using charts and graphs to depict infor-
mation is very helpful, she noted. High-
lighting information that will be of interest
to particular executives also will make the
report more useful, Ms. Tornese said.

Five ways to get
message across

Risk managers can use five
methods of communicating their
risk management programs, a risk
manager says.

A risk management manual,
travel, company publications,
training meetings and allocating
loss costs to divisions all offer the
risk manager an opportunity to
communicate the risk management
program, says Mark W. Eklund,
manager of risk and insurance for
Univar Corp. in Seattle.

The risk management manual is
the first and foremost communica-
tion method used by Mr. Eklund.

The manual includes a corporate
policy statement regarding infor-
mation needs, responsibilities, risk
financing strategy and an invita-
tion to make recommendations on
the risk management program.

Another section discusses general
risk management considerations
such as insurance requirements,
certificates of insurance and
claims.

Five major sections detail insur-
ance coverage and claims proee-
dures.

Mr. Eklund travels with the in-
surance broker to Univar locations
in the United States and Canada to
discuss the risk management pro-
gram with local management. "We
try to leave them with a better
feeling on how it can save them
time, trouble and money."

Traveling to insurance company
headquarters to discuss issues also
is on Mr. Eklund's itinerary.

Company publications can be
used to discuss numerous risk man-
agement issues, Mr. Eklund noted.

Articles can relate proper lifting
techniques or product liability de-
velopments. Whatever the topic,
the article should describe how the
suggested actions can save time and
money.

"Pass these along to your broker
and insurers," Mr. Eklund added. It
never hurts to show them your ef-
forts.

Training meetings offer risk
managers an opportunity to discuss
issues of interest to various types of
employees. A training meeting for
accountants could include a session

on trends in the self-insured pro-
grams. A training meeting for sales
personnel provides the opportunity
to warn them not to oversell the

product. Personnel managers
would be interested in a presenta-
tion on workers compensation and
plant managers want information
on property loss control, Mr. Ek-
lund said.

Allocating the cost of losses to
plants and divisions is an effective
form of communication, he sug-
gested. "Tie charges directly to
behavior you want to discourage.
You get attention when you hand
them a bill with a 25% increase," he
said.
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Dealing with a kidnap requires planning
By LEN STRAZEWSKI

LOS ANGELES-It's too late to

plan how to handle an executive
kidnapping after a victim has been
taken, notes Peter Goss, director of
operations for Controlled Risk Ltd.,
a London-based consulting firm
that specializes in executive secu-
rity.

Prevention is a necessity for
major corporations, especially those
operating overseas, and corporate
preparedness is a must in case pre-
ventive security measures fail, he
told participants at the Risk & In-
surance Management Society an-
nual conference April 25-29.

Corporations should begin with a
risk analysis to determine exactly
how likely a kidnapping is and
then "strike a balance between the

reality of the threat and the need

for protection," Mr. Goss said.
"It's important to examine the

likelihood of a kidnapping," he ex-
plained. "And there are plenty of
sources of information on the

trends in whatever country or area
your executive m:y be visiting.
Local law enforeemenr agencies,
the U.S. State Department, the
local press and consulting special-
ists all may be able to fill you in on
the possibilities of a 2rimina- or ter-
rorist kidnapping abroad."

Most kidnapping, however,
doesn't necessarily involve Ameri-
can executives traveling abroad,
though that may be the concern of
most corporate risk managers and
security directors, he pointed out.
Most kidnap victims are local,
wealthy executives held for ran-
som by local criminals or terrorists.

In these cases, an image change

may be the best prevention.
"Perceived wealth is almost al-

ways a factor for criminals choos-
ing a victim. Is he or she well-
known as a wealthy executive?"
Mr. Goss asks.

If the exe::utive appears rich
enough to be a worthwhile target,
the next consideration is the poten-
tial victim'. vulnerability.

If an executive never varies the

route to work, has a predictable
schedule and is often alone for long
periods, the potential victim may
appear to be a "soft" target that
poses little challenge for a kidnap-
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"If the potential victim does not
fit this profile, it is unlikely that a
kidnapper will make an attempt.

If the best-laid plans of preven-
tion fail, a corporation should be
prepared to deal with the crisis.

A corporate crisis management
team with defined authorities and

membership should have been pre-
pared for action, he advised. Mem-
bers of the team should probably
include the corporation's chief ex-
ecutive, legal counsel, security
director or risk manager, finance
and personnel representatives and
corporate public relations director.
Special advisors, including an out-
side negotiator or security consul-
tant, should be an ad-hoc member

of the crisis management team.
"Certainly this team can vary

depending upon the crisis, and cor-

--1-----*

'1 me more about LS Micrc Corporate cystems newest edvan e n risk information technology1 Mailto Corporate Sdstems Dept 81 PO Box 1780 Amanto THas 79120 Address\ Te State

Phone
t Name

Clly

1 position ZiP

2 Company

porations need not have a special
crisis team just for hostage situa-
tions. But a corporation should
have a prearranged team for deal-
ing with any crisis in order to
maintain operations and make de-
cisions," Mr. Goss said.

This team should make the key
decisions regarding concessions or
rejections offered to a kidnapper, a
decision to pay or not to pay ran-
som, the acceptance of any risk in-
volved and control of any local ne-
gotiating team that could be operat-
ing at the scene of the crime.

Though Mr. Goss recommends
cooperation with local law enforce-
ment he does not necessarily rec-
ommend that local authorities,

especially foreign law offices, lead
negotiations,

"Foreign law enforcement offi-
cials may be inept, incompetent or
completely corrupt If the kidnap-
ping took place abroad, the police
may have even helped to finger the
victim. In the United States, how-
ever, the Federal Bureau of Inves-

tigation is quite good at hostage sit-
uations, probably the best in the
world."

If a corporate kidnapping does
necessitate calling the FBI, Special
Agent Robert MeNeal told RIMS
members that they could expect
complete cooperation, advice and
"as many agents as are needed.

"But no FBI help is going to be
forced upon you," he emphasized.
"The FBI will not force you to do
anything, but we will advise you
based on our experience and volun-
teer our services in any way you
want them."

The FBI's first response to a kid-
napping will be providing a nego-
tiator to work with a corporation's
crisis management team. "If more
agents are called for, we will bring
them in, calling upon other area of-
fices or the nationwide network of

offices if necessary," he said.
In many cases, kidnappers find

hostages to be more of a burden
than they imagined and are willing
to return them if an opportunity is
presented, he said.

"We will help you get ransom
money if you don't have it and we
will volunteer to make the drop if
you ask us to," Mr. McNeal said.
"Too often, citizens see the FBI and

other law enforcement groups as
only interested in apprehension
and the recovery of loot. I want to
emphasize one point to you. In
these cases, the FBI's number one
priority is getting a hostage or vic-
tim back safe and sound."

After a hostage is freed and re-
turned to his or her anxious family,
the crisis management team will be
reviewing bills. That's where kid-
nap and ransom insurance may
save the day, according to Kinsey
Carpenter, vp of Stewart Smith
West Inc., a surplus lines brokerage
that sells kidnap and ransom cover-
age sold by Lloyd's of London un-
derwriters.

The k&r policy, which indemni-
fies policyholders for expenses in-
curred during a hostage crisis, up to
the limits of the policy, can be sold
to cover both kidnap and ransom
and various types of extortion re-
sulting from threats to people,
property and product tampering,
he said.

"The cost of the coverage has
fallen dramatically due to competi-
tion in the property/casualty insur-
ance marketplace," he said.

For example, a U.S. corporation
with five domestic locations would

pay only about $750 per year for $1
million in coverage, he noted.

"Factors involved in under-

writing the coverage include a cor-
poration's degree of preparedness,
number of foreign locations, the
extent of foreign travel by execu-
tives and the overall profile of a
corporation in its community," Mr.
Carpenter said. .
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How financially stable is
your reinsurer?

Is your reinsurance retroceded?

Do you know where it goes?

Are the details of your
reinsurance readily available
to YOU?

At North American Re, we
believe it's one thing to
think you have reinsurance.

And quite another to know
you have it.
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Alittletax knowledge cango alongway
toward preventing capitalloss.

Over the past decade or so, a number
ofalternatives to traditional risk transfer have

become increasingly attractive to large corpora-
tions. No matter what form these alternatives

take, they ali have one main objective-increased
cash flow. However, savings realized by avoiding
or deferring premium payments may be offset
(and sometimes more than offset) by adverse
tax assessments.

*IIIll

At Travelers, we're keenly aware ofthe
significance taxes can have on the overall cost of
risk funding. And we're ready and willing to
work with your own tax experts and counsel to
help strengthen your tax position.

Our people receive training in the intri-
cacies oftax regulations. And are kept abreast
ofchanges in the tax laws and new IRS rulings.
We're aware ofthe importance of 66risk transfer"
and  6 risk distribution" from a tax standpoint.

We can also help you pass the All Events Test."
Or recommend a program that better suits all of
your cash flow needs.

Naturally, the type ofprogram you
decide upon has a lot to do with determining tax
deductibility. Captives, paid loss retro programs,
compensating balance plans, and deferred pre-
mium arrangements may be taxed differently.
By integrating tax planning at the outset, we can

structure a cash flow stra-

tegy in a manner that lets
you enjoy the full tax
advantages for which you
qujify.

And you'll find that
we do so with computer
accuracy. In fact, we start
by using computers to

.,_:CS»,-,' quantifj the difierent ways
in which a program can be
taxed. Armed with this

information, we can then
design parameters to
enhance the deductibility
ofthe insurance related

expense.

Ultimately, only
the IRS and the courts

can determine questions
oftax deductibility. But
at The Travelers we

understand how taxes can affect your bottom
line. And we make your bottom line our top
priority.

Whether your needs are traditional or
transitional, you can depend on The Travelers.

For a series ofbrochures, 6'Risk
Management, A Financial Model," contact:
Bob Sargent, The Travelers, One Tower Square,
Hartford, CT 06115. (203) 277-4676. Or send
us the coupon below.

TO: Please send your series ofbrochures,
The Travelers "Risk Management, A Financial Model," to:
One Tower Square
Hartford, CT 06115 NAME

COMPANY PHONE

Att:

Bob Sargent
ADDRESS

CITY STATE ZIP 85/9

-1

TherravelersJ
The Travelers Indemnity Company
and its Affiliates

Har-ford, Connecticut 06115
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It' s the No. 1 choice,
but will Webster's accept it?
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THE DEFINITIONS OF RISK

The absence of

certainty.

-J.D. Jones,

Risk manager, Newport

News Shipbuilding,
Newport News, Va.

 T'S OFFICIAL. Three hundred and five Business insurance readerssent in ballots for their first, second and third choices for the

definition of risk (B/, Feb. 21, April 4).

The voting represents risk managers, benefit managers,
consultants, safety and loss-control professionals, insurers, agents,

brokers and students. Also, international interests were represented with
ballots that came in from Canada, Bermuda, Greece and Saudi Arabia.

The ballots were tallied giving first place votes three points, second
place two points and third place one point. The definition with the highest
cumulative score was deemed the winner. Although the second-place
winner got the most first-choice votes, cumulatively it did not score the
highest.

From the results, it seems risk and benefit managers, professionals in
related fields and students of insurance voted for detail, then brevity.

Here are the top three definitions of risk and their authors, selected by
the readers of Business /nsurance:

2nd Place y

An exposure to
potential occurrences
that could result in

economic loss or

human suffering.

-Lee Warburton,

Loss-control consultant,

Johnson 6 Higgins of

California,

Los Angeles.

4 1 st Place /

Thanks to all who sent in definitions and voting ballots.

The idea to find a "generally accepted definition of the word risk" was
suggested to Business /nsurance by Karl E. Warming, business vp and
risk manager at Berea College in Berea, Ky. (B/, Feb. 21). Well, Mr.
Warming, what do you think?

Any possible
circumstance which

possesses the ability to
negatively influence one's
time, resources, finances

or otherwise state of

well-being.

-Bruce A. Lepore,

Administrative director,

Back Dynamics Institute,.
Hayward, Calif.

3rd Place ,
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TOX-C TORT L-AB--1 TY
Companies may find themselves

swamped in litigation to come
By Timothy M. Biddle. Johns-Manville Corp, 90 N J 191, 447 extra party are enormous and potentially and trial purposes to the other of merely
Ridgway M. Hall Jr. A 2d 539, 1982), the mining company, crippling Moreover, the plaintiffs seek to sharing the cost of retaining a common

and Patrick W. Lee product manufacturer, wholesaler, exploit the potentially conflicting interests expert, there is a range of Joint-defense
distributor, retailer-or all of of the defendants in discovery and, at trial, options that should be considered for

B
ANKRUPTCY FILINGS them-regardless of fault and limits to maximize their recoveries appropriate cases
are at an all-time high otherwise imposed by workers Although there is not yet a silver bullet The cost of a traditional defense has

Some 2,000 were filed on compensation systems, are threatened to put the beast to rest, there are courses of become so great in these cases that insurer

every business day in 1982 with tort liability They are threatened action and programs for survival and insured alike will have to overcome

Only a handful of those with this for compensatory damages when First, there is the preventive practice of tt eir reluctance to yield some case control
filings has thus far been a customer, worker or bystander is law and risk management Although it is tc other parties or to the will of the
attributed to the toxic tort affected by exposure to a substance that impossible to know what new toxicity Trajority of the Joint defense group

litigation crisis, but there can be little later turns out to have been toxic in that problems medical science will discover, A third possibility is to consider
doubt that toxic tort liabilities threaten to concentration or environment the lawyer and the risk manager can at alternatives to traditional claims handling
sink an increasing number of companies This mutation of the tort system into a make certain that their company has and htigation Economies can be achieved

Consider what we have learned to date quasi-conserving system fails to covered risks we already know about by alternative approaches to litigation and
about toxic tort liability Also consider that incorporate any of the resource-conserving In the past several years, for example, 11-igation reforms or even, by alternatives
the National Institute for Occupational trade-offs that make true compensation manufacturers have been working to tc litigation itself As for the former, trials
Safety & Health listed some 2,400 systems socially affordable minimize their liability for violations of tt at branch into distinct liability and
substances as suspected carcinogens by There is another aspect of expansion of environmental laws and regulations across damage phases afford substantial litigation
1978 With those things in mind, there is toxic tort liability that should be the board by means of an environmental cost-savings when there is a finding of
reason to believe that the more than 16,000 mentioned The plaintiffs' bar, an audit of the company's operations This non-liability
pending asbestos disease cases are but a entrepreneurial group, has not rested with technique can be adapted easily for toxic With respect to the latter, various
drop in a large sea of future toxic tort its success in removing the legal limits to tort liability control n-initrials have proven to be effective
litigation (BI, April 4, 11, 18,25, May 2) recovery for harm ways to avoid a full-blown trial by

Formaldehyde, dioxin, lead, benzene, There is continuing movement to The toxic torts audit involves a furnishing the parties with a reasonable
polychlorinated biphenyls, vinyl and expand the very nature of the harm for comprehensive data-gathering effort basis for settlement

polyvinyl chloride-these are Just a few of which compensation may be had An about operations involving potentially In the claims area, insurance coverage
the substances to which people were increasing number of cases includes claims toxic substances and the subsequent has become a critical question The
widely exposed in the workplace, home or for damages for fear of future harm that preparation of an analytical framework 11:igation involving coverage has had as
environment before the discovery of their may, as a statistical probability, result This framework includes all of the rruch or more significance as the
toxic effects from past exposure to toxic substances potentially applicable legal sources of toxic underlying liability legislation Moreover,

Although we have only begun to Although these "cancerphobia" claims tort liability (federal, state and local) to tt e coverage litigation has resulted in an
glimpse the emerging contours of the toxic have not yet met with success, tort liability which the company may be subjected, array of conflicting decisions (Insurance
tort liability problem, manufacturers, trends offer little basis for enduring given the nature of these operations Co of North America vs 48 Insulations

product sellers and insurers are in a comfort in this movement This would entail identifying the Co , Keene Corp vs Insurance Co of
position to take stock of possible control Second, toxic tort litigation is actually statutes and regulations that control North America, and Eagle-Picher
measures Those who do not, who continue being encouraged in various ways various aspects of a company's operations Ir.dustries Inc vs Liberty Mutual
business as usual, may soon have no Plaintiffs' lawyers have banded together and those which could impose special Ir surance Co ) and an unavailability of
business to continue as never before in promoting and duties or standards of care with respect to certain types of coverage for toxic torts

Before describing an offensive and publicizing this litigation complete with toxic substances in the company's raw The corporate risk manager addressing
defensive loss-control measures program, canned litigation programs, including materials, products, workplaces or wastes future insurance coverage needs must
the problem needs to be outlined evidentiary materials, for prosecuting in addition to common-law bases of consider different approaches including

The factors that combined to create this some types of claims hability This analytical framework is tte formation of purchasing groups
liability problem are grouped into two imposed on the company's operations Each company involved in toxic tort
basic classes scientific and legal Intensive media coverage has caused themselves to reveal existing areas of 11 igation should also take a long, hard look

The scientific side of the problem is widespread anxiety about harms from potential vulnerability with respect to at the alternatives to the tort litigation
beyond our expertise and we will not various toxle substances, tort litigation has each toxic substance system There may also be some
dwell on it here In the past, the lack of become a staple of television news Second, a major effect can be made in alternatives found in a legislated solution
scientific knowledge about the toxicity of Organized campaigns by unions and litigation management Toxic tort cases tc the toxic tort liability crisis
various substances prevented normal activist consumer interest groups, often come in three basic varieties occupational, Asbestos claims, which seem

loss-reduction mechanisms from operating working in concert with plaintiffs' consumer product and environmental particularly well-suited to a legislated
to cut off these problems at the start lawyers, have sensitized their members The same company may face one, two or solution, have been the subject of several

Problems in some areas became and the public to expand their boundaries all three, depending on its operations b Ils in Congress There also promises to be
pervasive before modern epidemiological Third, legal transaction costs are higher Companies can enhance their substantial congressional attention given
studies showed the long-latency periods, in toxic tort litigation than in other types effectiveness in achieving a successful tc a system for compensating victims of
the eumulating effects and the uncertain of cases Because of their technical outcome, and in minimizing the number of tcxie wastes generally, as suggested in the
causes to connect today's cancer with the complexity and the difficulty of proving, additional claims that are filed, if they report of the Superfund study group
intentional or inadvertent ingestion, the or in some cases disproving, causation in a coordinate all of these claims p irsuant to Section 301(e) of the
inhalation or absorption of a substance climate of scientific uncertainty, Although each case has its own distinct Comprehensive Environmental Response,
years, decades or even generations before preparation and trial are more expensive aspects and its unique issues, the potential Compensation and Liability Act of 1980

On the legal side, three principal factors A more important cost factor, however, for strategic and substantive It is in a sense inaccurate to speak of a
have been and are currently accountable is the multiparty, industrywide nature of interrelationships, helpful and harmful, tcxic tort crisis The issues raised by toxic
for generating toxic tort liability most of the litigation Because a plaintiff call for well-coordinated, centrally health injuries affect a broader range of

First, the legal bases for recovery are may be unable to prove which controlled defense programs Mistakes in a concerns than tort liability alone The
expanding Courts have been eliminating a manufacturer's product or waste caused an run-of-the-mill local case can, in toxic tort, issues include government regulatory,
variety of substantive and procedural injury, or may allege that it was the adversely affect thousands of cases labor-management insurance, government
elements traditionally required to make cumulative exposure to many products or External coordination through a Joint contracting and workers compensation
out a cause of action for damages in tort wastes, the plaintiff may sue every defense program with other companies is issues as well as tort liability In-house and
There is an evolving consensus in some company in the industry alleging injury also essential in terms of both loss outside lawyers counseling a company
Jurisdictions that individuals should not from a chemical "soup" of ingredients reduction and cost savings A variety of concerning toxic tort issues need to be
bear the loss caused by exposure to toxic Consolidation of cases for all or a Joint-defense approaches has been ready to address the area on a
substances without monetary portion of the proceedings, from discovery considered, offering varying degrees of comprehensive, coordinated basis .

compensation through the tort system, on, is increasingly common as a harried retained control for participating
regardless of exposure circumstances court system seeks to ease its workload companies From the extreme of one T.mothy M Biddle, Ridgway M Han Jr

Whether anyone knew, or could have and management problems The cost lawyer chosen to represent all and Patrick W Lee are partners in the law
known, of the risk (Beshada vs consequences for each industry of each participating companies for all pre-trial Arm of Crowell & Moring in Washington
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If you have pollution exposures, watch out
By DOUGLAS McLEOO

LOS ANGELES-Companies
with pollution exposures face civil
and criminal lawsuits brought not
only by federal and state govern-
ments but also by groups of citi-
zens, a panel of experts warns.

Companies that deal with ma-
terials that could be envirorimen-

tally hazardous should look closely
at what their exposures are and
what they can do to protect their
assets, the panel told an audience at
the Risk & Insurance Management
Society's annual conference April
25-29.

Although corporations have al-
ways been subject to civil lawsuits
on pollution problems, no one
really paid attention to the prob-
lems until federal and state govern-
ments addressed them in the early

1970s, said Hugo Standing, chair-
man of Alexander & Alexander of
California Inc.

Since then, Congress has passed a
spate of laws that create 1:ability on
the part of coroorations that pro-
duce or handle hazardous sub-
stances.

States have also added many of
their own provisions, Mr. Standing
pointed out. For example a Louisi-
ana law allows state inspectors tc
conduct surprise inspections of fa-
cilities without search warrants, he
said.

The effect of the federal and
state laws has teen to increase the

number of suits, both civil and

criminal, brought against corpora-
tions not only ty governments but
also by private parties, he said.

Dozens of corporations have had
to settle pollution suits for multi-

»

million-dollar amounts :n recent

years and, in the worst cases, cor-
poration executives face fines and
jail sentences.

In Maryland, t o executives
charged with illegal dumping of
hazardous wastes face prison terms
totaling 35 years anc fines totaling
$500,000, he pointed out.

Federal enforcement of environ-

mental regulations i: likely to get
tougher, he added.

"There'sheen verJ little enforce-
ment of (these regulations)," he
said. "I expect with the appoint-
ment of (William) Ruckelshaus,

you will see more stringent appli-
caticn of law relating to the en-
vironment" President Reagan ap-
poin:ed Mr. Ruckelshaus as head of
the Environmental Prosection

Agency last month.
Federal and state environmental

agencies are not the only govern-
men: bodies that coprorations have
to worry about when it comes to
hazardous substances, Mr. Siar.ding
added.

The Securities and Exchange
Commission now requies corpora-
tions to detail hazardous waste dis-

posal information in annual reports
and 1OK forms, he said. The SEC
may also refuse to allow a corpora-
tion to proceed with a new bond
issue if it faces significant financial
problems because of non-compli-
ance with environmental laws.

"It's not just a question of en-

JAMES IS HERE
PARTNERS IN RISK MANAGEMENT

FOR THE WORLD OF BUSINESS
From oil drilling to commercial

fishing... from lumbering to heavy
construction... wherever there
are property and casualty risks to
be managed, James is there.

We are ore of the largest full-
service insurance brokerage firms
in the U.S., fully qualified to
serve you in virtually every area of
insurance and risk-management
services on an international scale.

James works for you as
conscientiously as a business
partner. Your personal James
account executive studies your
business thoroughly in order to
design a program perfectly
suited to your needs. And,

because James produces such
a large premium volume: we have
substantial negotiating leverage
with the strongest commercial
insurance companies.

In the area of executive and
employee benefit and incentive
compensation James can assist
you in organizing, funding and
administering your plan, and can
provide all of the essential
services to help it operate
cost-elfectivel y.

Perhaps it would be more
profitable for ¥ou to se/t-insure
your property and casualty risks
and employee-benefit plans.
James administers more self-

insurance programs than any
other broker in the world, and
will gladly arrange a study for
you at no obligation.

Meanwhile, tie best initial
introduction to Fred.S.James

is our 20-page brochure, which
describes our complete insurance
brokerage services. Please
write to: Communications Dept.,
Fred.S.James & Co., Inc., 55
Water Street, New York, NY 10041.

FRED. S. JAMES & CO, INC.

YOUR PARTNERS
IN RISK MANAGEMENT

Membef Notanal A„000·ion 01 insuiance Efokers

vironment, it's a question of finan-
cial stability, it's a question of the
financial requirements of your
company," he explained.

Still, too many risk managers
refuse to face up to the potential
risks, he said. "Risk management
people have to look at these
squarely and realize that they have
a serious problem."

Environmental impairment lia-
bility insurance available from sev-
eral markets is one solution to the

problem of covering non-sudden
and gradual pollution risks, Mr.
Standing pointed out. Sudden and
accidental pollution liability is gen-
erally available under current
comprehensive general liability
policies.

Available limits on EIL policies
vary from the $30 million com-
bined single limit offered by
American International Group Inc.
to the $30 million per occur-
renee/$60 million aggregate limit
offered through Lloyd's of London.

Most of the forms offer coverage
on a claims-made basis, though
AIG has said it may offer coverage
retroactively, Mr. Standing said.
Limits in the policies normally in-
clude defense costs, though Swett &
Crawford offers a separate limit for
the costs, he added.

The policies normally exclude
nuclear and war risks and most

will not insure oil and gas drilling
platforms, products and completed
operations liability and genetic
damage, he added.

Companies should not assume
that because they meet the En-
vironmental Protection Agency's
non-sudden pollution liability re-
quirements that they are ade-
quately covered, Mr. Standing cau-
tioned.

As of last Jan. 15, EPA began en-
forcing its requirement that haz-
ardous waste, treatment, storage
and disposal facilities have liability
insurance with a $3 million per oc-
currence limit and a $6 million an-
nual aggregate limit.

You could be sued for much,
much more than the $3 million and
$6 million limits required by the
EPA, he said.

Federal legislation creating the
$1.6 billion Superfund for toxic
waste cleanup doesn't get corpora-
tions off the hook for cleanup costs,
but actually increases liability.
Even if the government uses Su-
perfund money to clean up a par-
ticular site, it will still try to re-
cover the money by suing anyone
connected with the dumping.

The Superfund legislation also
created a standard of strict liability
for corporations under which the
government does not have to prove
negligence to collect from corpora-
tions for a number of "ill-defined"

types of environmental damage, he
said.

Robert G. Carr, president of the
law firm of Carr & Associates in

Washington, also emphasized the
seriousness with which environ-

mental laws are being taken. Insur-
ance may not always solve a com-
pany's problems, he added.

The federal Resource Conserva-

tion and Recovery Act created a
new felony "endangerment," de-
fined as creation of a risk of bodily
injury or property damage, which
carries a maximum penalty for in-
dividuals of five years in prison
and a maximum fine for corpora-
tions of $1 million.

"We are talking about sending
responsible people to jail for one to
five years. They're not kidding
about criminal penalties. They
aren't doing this just to pad an in-
dictment."

No corporation can buy insur-
ance to cover criminal penalties,
Mr. Carr pointed out. And high pu-
nitive damage awards in civil law-
suits-a "real possibility" in the

Continued on page 46
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0 "Why did that happen?" 0 Why did he do that?" 0

These are the most common

questions asked after an
accident. Answering these
questions after the accident
is called /nvestigation.
Answering these questions
before an accident is called

Risk Control.

/nvestigation is im portant
but costly. Risk Contro/ is
essential and a cost saving
investment If you want the
answers before losses occur,
you need to talk with CRAWFORD
RISK CONTROL SERVICES.

We address such exposures
as Workers' Compensation,
Fleet Liability, General
Liability, Professional Liability,
Property, and Net
Income Protection.

For more information contact Mr. Jim Sybert
5620 Glenridge Drive, N.E. P.O. Box 5047 Atlanta, GA 30302

CRAWFORD & COMPANY

-

(404)256-0830

regional offices in:

ATLANTA CHICAGO DALLAS NEWYORK SAN FRANCISCO WASHINGTON, D.C.

.·f

<$8. 8 ,2.5
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Pollution exposures need to be watched
Continued from page 44
environmental area-are also not

covered in several jurisdictions.
On the civil front, Mr. Carr told

the audience that citizens' groups
are increasingly using information
that corporations must file with
EPA to bring lawsuits against those
corporations.

For example, if a company has
not been able to meet the permit
standards for water quality under
the Clean Water Act, it must file a
notice of known non-compliance
with EPA explaining why it has
failed to meet the guidelines.

Several such failure notices by
single companies have led citizens'
groups to go to court seeking in-
junctive relief. They ask the court
to tell the company "clean up your
act or shut down your plant," Mr.
Carr explained.

Individual companies stand :o
lose more under the Superfund leg-
islation, which creates joint and
several liability among all parties
that handle toxic substances cn

their way to a dump site, he added.
This means that a company that
thought it acted responsibly in
turning toxic wastes over to a dis-
posal company may be held liable
for cleanup costs if the disposal
company botched the job.

"Joint and several liability be-
comes a monster," Mr. Carr said.

He also reminded the audience
that enforcement of the laws w.11

become easier for government
agencies as closer track is kept if
toxic materials.

In order to head off legal pro D-
lems Mr. Carr recommended the

following:
• Companies should try to re-

duce the amounts of toxic wastes

they produce, possibly by substitut-
ing raw materials in the manufac-
turing process that will produce
wastes that can be more easily re-
cycled or reclaimed.

• Companies should be more
careful in chosing their waste dis-
posal firms, making sure the firm is
sound and has the right expertise.

• Companies should improve
their record-keeping systems so that
all toxic materials can be accounted

for during any period for which the
company could later be liable.

Mr. Carr pointed out that under

the Superfund legislation, govern-
ment agents are granted access to
any corporate documents they need
in a given case. "Your records are
going to convict you and they are
available."

Companies should also conduct
environmental risk assessments to

determine the ways they couId be
at risk, said Michael J. Murphy,
chief operating officer of Risk Sci-
ence International, a subsidiary of
Frank B. Hall & Co. Inc.

Too often companies conduct
such analyses only when buying
EIL insurance he said. "From our

point of view, insurance is the last
thing you should be thinking about.
You buy insurance to prctect
against what you don't know. not
what you do know," he said.

That assessment would include:

• An analysis of the potential

Municipal
Insurance coverage
tailor=made for

your clients
You can offer your municipal cli-

ents an "off-the-rack" policy ... and

alter it with endorsements to fit some

of their unique needs.
But why?
When you can give them the only

policy completely tailor-made
for them?

The Marinco insurance program
includes such critically important
coverages as police professional lia-
bility and third-party coverage.

It is always written on an "occur-
rence" basis - never on"claims

made."

Options include public officials'
errors and omissions, prior acts, as
well as deductibles for the extent of

self-insurance.

For more information on America's

only custom-made municipal insur-
ance program for public entities,
written by specialists in municipal
insurance, call or write today:

Mcirinco, Inc. • RO. Box 17800
Scm Antonio, Texas 78217•800-531-7224
800-531-7205·In Texas 800•292-5721

routes by which toxic materials-
gases, liquids or solids-could es-
cape from a given site.

• An analysis of the characteris-
ties of the hazardous materials.

• An assessment of what popu-
lations might be affected by escap-
ing toxic materials.

• An analysis of the company's
current practices in handling, stor-
ing and disposing of toxic sub-
stances and how those practices
could be changed to minimize
risk.

Companies can still be sued even
if they are meeting the pollution
control standards laid out in the

law. If any damage to the environ-
ment can be traced to a particular
company, it can be the subject of
litigation whether that company
was meeting its permit require-
ments or not, he said. .

Companies need
wrap-up policies

By LEN STRAZEWSKI

LOS ANGELES-Corporations
need property insurance policies
that can wrap all of their manifold
risks into one package plan,
BFGoodrich Co. Assistant Trea-

surer Spencer Traver told an audi-
ence at the Risk & Insurance Man-

agement Society annual conference
April 25-29.

Capping a panel presentation on
types of property insurance, Mr.
Traver said he was "frustrated by
dealing with all kinds of forms and
policies, none of which are de-
signed for any particular account.
But I am pleased to tell you that in-
surers are now willing to discuss
all-risk policies and are even will-
ing to split deductibles according to
the types of property risks."

Mr. Traver suggested that risk
managers sit down and negotiate
their own policies with under-
writers rather than labor over the

purchase of myriad forms that may
not do the desired job.

"We have to put aside the post
office syndrome in this country
that makes us want to pull a policy
out of a pigeon hole and wrap it
around us. All of a company's risks
are shaped differently. You are an
amoeba and should be able to pur-
chase what will wrap around you
alone," he said.

Insurer panelists agreed, noting
that the property/casualty market
competition and an increased un-
derstanding of the role of captive
insurance companies and self-
funding are making underwriters
more liberal.

"The wave of the future is the

all-risk policy," affirmed Jack
Cates, president of Industrial Risk
Insurers, which recently made a
major push into the all-risk insur-
ance market.

Large firms with overseas prop-
erty risks should also consider
using a captive insurance company,
Mr. Traver added. "The captive
allows an excellent opportunity for
profit, especially for overseas
risks," he said. "You can take ad-
vantage of premium discounts that
other property insurers may be re-
luctant to offer and recapture pre-
mium lost to foreign insurers."

Mr. Traver noted that the dif-
ference "is enormous" between the

tariff rate charged to overseas risks
and the "burning point" at which
premiums balance losses.

"We saved $2 million in four
years," he said. "You will also have
no tax-deduction problems. Since
property insurance has a short tail,
your premiums will be deducted as
losses paid within 90 days of a
claim." •
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AGENTS: What do you do when a client asks
about long-term auto leasing insurance?

Be sure-take advantage of our extensive experience with this
difficult-to-place business. Designed specifically for the automobile

leasing/rental industry, our program saves your time, cuts your
costs, satisfies your customer. We do the work, you get the credit!

• Lesson Excess Liability
• Lessors Contingent Liability

• Contingent Physical Damage

lill

• Primary Physical Damage

• Primary Liability coverages
• Interim Car Coverages

We invite your inquiry and your business.

Call or write Ron Ruane.

PAIGE-RUANE, INC.
INSURANCE

The Irwin Building
460 N. Gulph Road

King of Prussia, PA 19406
(215) 265-4170

Physical Damage by

/Motors Insurance

The Insurance Peopletrom General Motors

Combined comp, health covers
boast both pros and cons: Panel

By RHONDA L. RUNDLE

LOS ANGELES-Twenty-four-
hour protection plans are touted as
a more holistic, less fragmented ap-
proach to employee benefits.

Under such plans, which roll
workers compensation and group
health insurance into a single inte-
grated benefits package, an em-
ployer no longer needs to distin-
guish between work-related and
other injuries to provide the medi-
cal treatment a sick or injured
worker needs.

Today's system forces employers
to make artificial distinctions be-

tween work-related and non-work-

related problems, points out W.
Rodney Smith, vp of Risk Planning

Group Inc., a Darien, Conn., zon-
sulting firm.

For example, occupational dis-
ease and stress claims presented by
employees are often denied or de-
fended by employers who argue
that lifestyle habits rather than
workplace environment causec the
individual's condition.

"The no-fault workers comien-

sation system hasn't been very no-
fault of late," Mr. Smith added.

"We need to rethink that legal bar-

With our safety program
you can save more

than money.
You can save lives and cut down on accidents.

You can eliminate those working conditions that
can hurt your people.

Argonaut safety programs have helped protect
the health and safety of millions of workers for
more than 30 years. We're specialists in Workers'
Compensation and Hospital Liability, and offer a
wide variety of quality programs in property and
othercommercial casualtylines as well.

We know what hazards to look for in your com-
pany; how to help you make your operation safer.

And the strength of ourassets-over $1 billion-
means financial security and peace of mind for
the companies who choose Argonaut.

Ask your insurance agent or broker about us.
We can help you change a lot more than your
balance sheet.

=4*@0FArgonaut.
Where people take your business seriously.
National Specialists in Workers' Compensation and Hospital Liability.

250 Middlefield Rd., Menlo Park, CA 94025 (415) 326-0900

gain."
But, do integrated benefit pro-

grams truly streamline administra-
tion and reduce combined workers

compensation and group insurance
costs? Or, do they actually compli-
cate the risk or benefit manager's
professional life and diminish the
buyer's bargaining power with a
broad spectrum of underwriters?

The pros and cons of integrated
insurance programs were debated
by an alphabet broker, an insur-
ance company representative and
two consultants at the Risk & In-

surance Management Society an-
nual conference in Los Angeles last
month.

Besides Risk Planning Group's
Mr. Smith, the speakers included
George A. Furbish, second vp at
Travelers Insurance Co.; Myra L.
Tobin, managing director of Marsh
& MeLennan Inc.; and Ron

Walker, managing director of Wil-
liam M. Mercer Inc.

"We have quoted this approach
to many clients, but most of the
proposals have not been imple-
mented," reported Ms. Tobin. The
exceptions tend to be clients with
overseas projects involving 100 to
500 employees who want to put
benefits into a single integrated
package.

But there is resistance to change
among insurers as well as clients,

she pointed out.
"It takes a long time to get the

lumbering (insurance company)
giants to change." In many large
corporations, the health benefits
and workers compensation deci-
sion-makers are different people. A
suggestion by one of them to inte-
grate benefits could be perceived
by the other as a threat.

Advantages to integrated bene-
fits programs that were identified
by the speakers include:

• Elimination of potentially
fraudulent and duplicate claims
submitted by employees under both
workers compensation and group
health plans.

• Reduced administrative costs,

which create savings for both self-
funded and conventionally insured
employers.

• Enhanced clout in negotia-
tions with both primary and excess
insurance underwriters due to a

higher volume insurance purchase.
• Increased clout with local

health care providers in the com-
munity.

• Potentially better health care

coverage for employees.
• Medium-sized employers

reach the threshold to self-fund

sooner if they combine their bene-

fits coverages.
• Improved loss-control through

recognition by employers and em-
ployees that good health and safety
are not just 9-to-5 problems.

• Improved statistical control
over benefits claims.

Benefits experts estimate that 1%
to 5% of claims costs are spent in
duplicate payments to employees.
Lots of research still must be done

to determine if this estimate is ac-

curate and if integrated benefits
plans could eliminate the double-
dipping potential, said Mr. Smith.

"Insurers claim that integrated
programs save premium dollars,
but we have not found any who
could quantify that savings," noted
Ms. Tobin.

She cautioned benefits managers
not to accept claims of volume-pur-
chase savings at face value, but to
insist on a line-by-line breakdown
of insurance and administrative

costs so that they can be compared
on an unbundled basis with other

insurers' programs.
"Volume buying doesn't neeessar-

ily get the best price," she observed.
Continued on facing page
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Disadvantages of integrated ben-

efits programs include:
• Administrative difficulties of

merging workers compensation,
whose benefits are mandated by
state statute, with other benefits
strictly determined by employers
and collective bargaining represen-
tatives.

• Reconciliation of benefit level

differences in various states for a

multistate employer. Does the com-
pany raise all employees to the
most lucrative state levels?

• Removal of workers compen-
sation from the comprehensive
general liability program could
jeopardize the casualty insurance
program if the markets tighten.

• Erosion of long-established
loyalties and ties with a broad spec-
trum of underwriters who may be
needed again in the future.

Do you really want all your eggs
in one basket? Ms. Tobin asked

rhetorically. There may be a risk in
consolidating coverages when the
markets tighten and casualty cor--
erages are hard to come by.

Also, employers must ask them-
selves who will pay for an inte-
grated benefits program, she
pointed out. Will companies pay
the whole cost?

Employers are required to as-
sume the cost of workers comper-
sation benefits, but many of them
ask their employees to share the
cost of other benefits. This trend tc-

ward increased benefits cost-shar-
ing could be reversed by a 24-hour
protection plan in which workers
compensation and other benefits
are combined.

Travelers Insurance Co. is the

only company that currently main-
tains a combined underwriting and
marketing department to provide
integrated insurance programs,
said Travelers' Mr. Furbish.

Although workers compensation
and employee benefits coverages
contrjbute most of the premium in
the program, a policyholder's prop-
erty/casualty coverages also are in-
cluded.

The program began in 1964 at the
request of a client, the risk man-

om The Reprint Department (.

. business
msurance

Reporting weekly for corporate risk.

4 employee benefit and 
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Do you need to dis-

tribute copies of arti-
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meetings or for your

mailings?
Business Insurance
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print department to

meet your needs.

For fast, low cost* re-

prints of articles ap-
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surance, or to obtain
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Reprint Department
Business Insurance

220 E. 42nd St.
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212-210-0131
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* New prices effective 1/1/83

ager of Household Finance Corp.
He wanted a single coverage that
would provide overall protection to
the assets of the corporation. The
request presented major problems
for the various line departments at
Travelers because the underwriters
didn't know one another,

A corporate accounts department
was fornned to act as a catalyst to
coordinate underwriting expertise
"The department js sort of a half-
way house between by-line cover-
age and a truly integrated benefit

program," Mr. Furbish explained.
There is no true melding of ben-

efits. Separate policies are issued by
line. But, the Travelers' proposal is
a financial package that enables the
corporate risk manager to sit down
and negotiate the bulk of the com-
pany's insurance budget for an en-
tire year.

The corporate accounts depart-
ment oversees 50 to 55 accounts

generating more than $450 million
in annual premium volume, re-
ported Mr. Furbish. The participat-

*..

ill

ing companies typically represent
more than $1 million in annual pre-
mium volume of which 90% of the
book of business is written into

some type of cash-flow plan.
The advantages to the customer

are cost and leverage, says Mr. Fur-
bish. "If we insure all major lines,
the client is a bigger fish in the
pond." This could be particularly
critical on the casualty side if the
market hardens, he noted.

In a combined retrospectively
rated plan such as those adminis-
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tered by the corporate accounts de-
partment, the bulk of a corpora-
tion's insurance costs are identified.

"This can be helpful in dealing
with corporate financial people."

Aetna Casualty & Surety Co. also
has quoted combined coverages but
the company has not set up a spe-
cial department to handle the busi-
ness, noted Mr. Furbish. CIGNA

Corp. has the potential to put such a
program together and is believed to
be considering such a product tar-
geted to small accounts. .
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BlackmonMooring
Steamatic

Catastrophe,Ltd.

YOUR PARTNER
IN LOSS MITIGATION

lf you care about loss mitigation, as we do, then let's be partners.

BMS CAT is a company with over 36 years of experience .n fire and wate:
damage restoration.

Our specialists are on call 24 hours a day to provide you with acomplete
line of services after a loss occurs.

For immediate response to fire and water damage including odcr control,
corrosion control, and contents restoration anywhere in the Unled States or
Canada, call BMS CAl your partner in loss mitigation.

817-926-5296 24 hour hotline

BMS Catastrophe
National Headquarters
RO. Box 11370

Fort Worth, TX 76110

Please send me more information about fire and water dam-

age restoration.

Name

Title

Company
Address

City S:ate Zip

Companies can prevent tort claims: Tye
By JERRY GEISEL

LOS ANGELES-Every acci-
dent can be prevented, a British
safety expert contends.

"I have never seen an accident

that could not have been pre-
vented," contends Janes Tye,
director general of the British
Safety Council.

Speaking to a Risk & Insurance
Management Society sEssion on
product liability, Mr. Tye said em-
ployers don't spend enoigh time
setting up safety programs that
would prevent accidents.

For example, a corporate safety
program could have prevented a
recent multimillion-dollar prcduct
liability award against a major auto
manufacturer that used only one
bolt:o anchor the front passenger
seat to the car floor, Mr. Tye sa: d.

The first step a company should
take to improve product safety is to
write and distribute to employees a
clearly written product loss-control
policy. Such loss-control s.aterr.ents
are mandatory in England, he said.

In addition, a tols -level manager
should be assigned to run a com-
pany's prcduct loss-control com-
mittee. The loss-control committee
should include members from these

departments: design engineering;
manufacturing; quality control;
legal: service; advertising; and per-
sonnel.

The loss-control committee

should pay particular attenticn to
warnings on its products. For ex-
ample, a label warning of a prcduct
hazard must be written in langiage
that can be understood ty the in-
tended user. If a company is con-
cerned that it's warning may not be
understood by potential product
users, it also, where possible, should

ek X Xy, 4-

use diagrams, he added.
Companies that want to improve

their safety records should be able
to answer "yes" to these ques:ions,
Mr. Tye said:

• Are product components
marked to show the place and time
of production? Such precise label-
ing can help a company pinpoint a
failure in its manufacturing pro-
cess, Mr. Tye said.

• Are capacity ratings, safety
limits, load limits and other essen-
Ual information shown in a perma-
nent manner on its products?

• Are suppliers told of the final
use of materials and are they en-
couraged to make product im-
provement suggestions?

• If there is an accident, does
the company have the resources to
investigate promptly? With the
availability of video cassette re-
corders, companies can make a per-
manent record of an accident, Mr,
Tye said.

However, if a company finds it-
self ensnarled in a product liability
lawsuit it will have fewer legal de-
fenses than ever, another speaker
noted.

"Twenty years ago, if your prod-
uct caused an injury, the only way
you could be liable was if the plain-
tiff proved negligence," said Milan
Ruzicka, an attorney and managing
editor with the Washington-based
Product Safety & Liability Re-
porter, published by the Bureau of
National Affairs.

Today, however, the advent of

strict liability in most states has
lowered the barriers that blocked a

plaintiff from winning a product 1--
ability suit, Mr. Ruzicka said.
Under the theory of strict liability,
a plaintiff only has to prove that a
product defect caused the accident;
he does not have to prove that the
manufacturer was negligent in pro-
ducing the product.

Mr. Ruzicka said employers can
be found liable for not properly
warning of product hazards.

"Manufacturers have to be more

explicit in product warnings. It isn't
enough to label a product 'poison '
You have to be more specific," M=.
Ruzicka said.

For example, a manufacturer lost
a product liability case because .t
did not warn that the product, if
improperly used, could cause blind-
ness. The warning simply said that
the product could cause eye dam-
age, Mr. Ruzicka said.

However, companies cannot beef
up warnings at the expense cf
product improvements. "It is n©t
sufficient to improve a warning in
lieu of making a product safer," he
said.

Mr. Ruzicka said there are at-

tempts to codify product liability
law at the federal level. For exam-

ple, Sen. Robert Kasten, R-Wis.,
has introduced legislation, S. 44,
that would set federal product lia-
bility standards in more than a
dozen areas of the tort law (BI,
April 11).

However, Mr. Ruzicka is skeptj-
cal that the Kasten legislation will
win congressional approval soon.

"My guess is that the (Kasten)
bill will not pass this year, Possibly,
it may pass the Senate, but not the
Democratic-controlled House cf

Representatives," he said. •

Bringing art & science together through information.
Sigma+System is a sophisticated risk

management information service
designed for users having little or no

training in use of the computer.

This service provides a user with a new
generation of data management and

analytical capabilities, to complement
or replace the voluminous "loss runs"

they have received in the past. Much like
the terminals utilized by airlines personnel

to access vast amounts of data concerning flight
schedules, routings, fares, status reports, etc., the

Sigma+System allows risk management personnel
to have similar access to data concerning the

status of claims and loss reserves, claim
payments, incident reports, loss

control information and exposure
data. A user may then perform unit

cost allocation, risk analysis, loss
forecasting and financial modeling

utilizing their own data base.

2

Sigma+System
0 RiskSciences Group

Supported exclusively on the National CSS Computer Network.

• 45 Camino Alto I Mill Valley, California 94941 I (415) 381-0211 I
INCOAPOAATEO
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America's Insurance Po_ic¥
Americans can play a real part in insuring the future of America-

by buying U.S. Savings Bonds.
And as this year's Savings Bond Campaign gets under way, business

leaders from all over the nation will be playing their parts, too-by
conducting Payroll Savings drives in their respective companies.

We at AIG have been asked to head the drive in the insurance

industry.
And we're proud to be part of this important national campaign.
Few other peacetime efforts so vividly illustrate the mutual depen-

dence of citizen and nation-

And so effectively enable each citizen to work for the well-being
of both.

By buying U.S. Savings Bonds, the individual saver is contributing
to America's continued economic security. And, of course, to his own.

What's more, he's getting the additional reward of a better bond.
As of November of 1982, an act of Congress went into effect and

n

changed the interest rate structure of the bond from a fixed to a varia-
ble one.

Now U.S. Savings Bonds pay market-based rates. And along with
the guaranteed minimum yield, there's now no limit on how much
interest a bond can earn.

So, with its new variable interest rate making the bond a better per-
sonal investment than ever-

And its continued overall importance to the nation as a whole-
Surely we can recruit from among the ranks of our employees the

30,000 new Payroll Savers that have been set as our industry's goal.
And add their number to the 23 million American households al-

ready protecting America's future and their own with this form of
insurance.

American International Group
Maurice R. Greenberg, President and Chief Executive Officer

AMERICAN INTERNATIONAL GROUP EXECUTIVE OFFICES: 70 PINE STREET, NEW YORK, NEW YORK 10270
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The Wetzel
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Reinsurance.
Treaty and
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Only through
Agents, Brokers &
Insurance Companies
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More industry integration likely: Study
By DOUGLAS McLEOD

LOS ANGELES-Integration of
financial services, like banking and
insurance, will continue as regula-
tory and other barriers that have so
far blocked integration fall away, a
new study concludes.

"There is, in all of the current
market turmoil, a sense of the inev-
itable. Whether desirable or not, it
is probable that financial services
will be integrated," says the report,
prepared by a nine-member com-
mittee appointed by the Risk & In-
surance Management Society and
presented at the society's annual
conference last month.

Integration will spur fierce com-
petition among banks, insurers,
brokers and investment firms for
consumers' dollars, and despite a
period of "disequilibrium," the in-
tegration will prove desirable for
consumers in the long run, the
study concludes.

The financial services pie is be-
coming larger and various indus-
tries' shares are shifting, the report
points out.

Assets held by the various mem-
bers of the financial services indus-
try have grown from $557 billion in
1960 to $3.923 trillion in 1981. The
share of the assets held by commer-
cial banks has shrunk from 58.3%
in 1960 to 55.9% in 1981. But the
share held by life and property/
casualty insurers has plummeted
from 24.6% in 1960 to 17.7% in
1981.

"It is a very big pie and the insur-
ance industry for one reason or an-
other is losing its share, and losing
it fairly rapidly," said H. Felix Klo-
man, president of Risk Planning
Group of Darien, Conn., and co-
chairman of the study committee.

Andrews Publications, Inc.
ANNOUNCES TWO NEW PUBLICATIONS

The conglomeration of financial
services is already underway
among other companies, the study
adds, pointing to Sears, Roeb.ck &
Co., which offers numerous finan-
cial services through 851 retail out-
lets, 420 Coldwell Banker real es-
tate offices, 324 Dean Witter Reyn-
olds stoekbrokerage outlets and
4,110 Allstate Insurance Co. offices.

Current regulatory barriers may
not stand in the way of further ex-
pansion, the study notes.

The Garn-St. Germain Deposi-
tory Institutions Act of 1982, lauded
as a vicrory by insurance agents
trying to keep banks out of the in-
surance business, may actually rep-
resent "tacit approval of evfntual
bank entry into insurance."

Among several exceptions :o :he
law is one that permits banks to
write insurance if the bank has
assets of less than $50 million. Of
3,500 banks under federal jurisdic-
tion, almost 2,300 have assets less
than $50 million, the study nozes.

Larger banks may also write in-
surance if they are chartered in
states with laws like one reeently
adopted in South Dakota allowing
banks to function as insurers, the
report adds.

The incipient move toward inte-
gration is being fueled by a number
of factors, the study says.

One important factor is the cost
efficiency, contributed to by the
growth of computer technology, of
a central market for a number of
financial products.

Aviation Litigation Reporter
Toxic Chemicals Litigation Reporter

"The delivery system of insur-
ance, traditionally through agents
and brokers, carries, unfortunately,
overhead costs that are, in the eyes
of some individual and corporate
consumers, too high," the study
explains.

A related factor, convenience, is
also one of the most important for
financial service integration, the
study adds. The computerized de-
livery systems of many large com-
mercial banks and financial ser-
vices firms like American Express
have paved the way for easy addi-
tion of new services.

Banks are also in contact with re-
tail consumers six times as often as
life or property/casualty insurers,
and this may increase to 10 times as
often by 1995, it says.

"It will be far more convenient
for the consumer to consolidate fi-
nancial-service purchases with the
organization which provides the
most frequent contact," it explains.

The Great Depression of the
1930s left first the banking industry
and then the insurance industry
"saddled with a growing mass of
regulations. . .and a distribution
system growing heavier and more
expensive year by year," the report
says. The explosion of information
technology, volitility of inflation
and interest rates and generally
changing consumer attitudes have
"outstripped the ability of the regu-
lators to regulate," leaving the U.S.
regulatory environment "at least 10
years behind the marketplace," it
explains.

While admitting that some regu-
lation is necessary to prevent anti-
competitive or fraudulent activity,
the RIMS committee concluded
that the least regulation would be
the best. •

Andrews Publications, Inc., the pioneer publisher of national journals covering specific litigation sub..ects, will begin
publishing two new journals this month: The Aviation Litigation Reporter and the Toxic Chemicals Litigation
Reporter.

These new publications join the other very successful Andrews Litigation Reporters:
Asbestos Litigation Reporter

Automotive Litigation Reporter
DES Litigation Reporter

Hazardous Waste Litigation Reporter
OB/GYN Litigation Reporter

These twice-monthly journals chronicle significant issues and case developments in all federal and s.ate
courts. Active defense and plaintiff attorneys, judges and government agencies take these timely publications
to keep informed of the latest national proceedings. We publish texts of orders. noteworthy pleadings and
significant documents concerning discovery and other matters regarding the litigation that are only daysild.
Each issue runs 60 to 100 pages keeping subscribers fully informed of significant events nationwide.

Aviation Litigation Reporter: This new journal will be covering
such cases as U.S. v. United Scottish Insurance, in whichthe Federal
Aviation Agency may be held liable for certifying aircraft that crash;
the choice of law issues presented in the Air Florida crash in
Washington, DC; the negligence and carelessness arguments raised
in the World Airways crash in Boston; the U.S. suit against the New
York Port Authority in the crash of an Overseas National Airwaysjet
that is blamed on a flock of birds, and scores of other major aviation
cases across the country that raise such key questions as insurance
coverage, the government's duty to care, collateral estoppel, and
negligent entrustment.

Toxic Chemicals Litigation Reporter: This journal will cover the
growing personal injury and property damage litigation involving
non-therapeutic, toxic chemicals, including formaldehyde. benzene,
vinyl chloride. Agent Orange and other heroicides, pesticides and an
array of other toxics too numerous to mention. In addition to approxi-
mately a score of landmark cases currertly in the court system,
detailed coverage will be given to the first phase of the Agent Orange
trial scheduled to begin next month in New York.

Call or write for more information on the Andrews Litigation Reporter of your interest. If
you are involved in any of these subject areas of national litigation, you will quickly find these
are must-read journals that will save you countless hours of research and. at the same time.
give you the security of knowledge of the developing legal issues.

Andrews Publications, Inc.
P.O. Box 200, Edgemont, PA 19028 (215) 353-2565



Uncertainties surround product integrity cover
By DOUGLAS McLEOD

LOS ANGELES-Product integ-
rity insurance policy terms are still
evolving, and it is uncertain how
various policies and the under-
writers involved will respond in
case of a loss, two product integrity
underwriters say.

Risk managers attending a prod-
uct integrity insurance seminar at
the annual Risk & Insurance Man-
agement Society conference had
serious questions about the scope of
current policies, which have been
the focus of tremendous attention
since last autumn's Tylenol tragedy
(BI, April 11).

Most of the policies written
by Chubb & Son Inc. are manu
scripted, and the still-evolving cov
erage is far from set in stone, said
Assistant Vp George T. Van Gilder
He described the terms of product
integrity policies as still being "100
sey goosey."

"Nobody knows how a company
is going to respond in the event of
an incident," said Kevin H. Kelly,
vp and casualty manager with Lex
ington Insurance Co., a unit of
American International Group Inc
and one of the markets for product
integrity coverage.

Mr. Kelly explained that pri
mary insurers can't be sure their
reinsurers will be able to back
them up in the event of a large loss

He added, though, that he was
sure Lexington's reinsurers would
respond, and that a Lexington pol
icy would cover what insured and
insurer intended it to cover.

During the seminar, each under
writer described what his firm's
policy was intended to cover.

The Chubb policy evolved from
kidnap, ransom and extortion poli
cies, Mr. Van Gilder said, and is in
tended to cover:

• Business interruption ex
penses and lost earnings due to in
tentional and malicious tampering
with a product or contamination.

• Expenses of recalling a prod
uct, either voluntarily or under
government mandate.

The policies typically exclude:
• Known conditions.

• Acts, errors or omissions of the
insured's officers.

• Bodily injury or property
damage.

• Normal market fluctuations
that lead to business losses.

• Latent defect or deterioration
• Losses traceable to the use of

ingredients banned by government
agencies.

• Extorted payments.
• War risks and nuclear risks,

unless a product is deliberately
contaminated with a radioactive
substance.

Chubb looks at a number of fae
tors while underwriting a particu
lar risk, Mr. Van Gilder added
These factors include:

• The extent to which a com-
pany's total revenues depend on a
particular product.

• Product mix.

• Packaging procedures.
• The size of the area in which

the product is distributed.
• The shelf life of a product.
• The distribution chain for the

product: How many hands does the
product pass through on its way to
the consumer?

• Any previous problems the
company has had with tampering
or contamination.

Mr. Van Gilder stressed that
product integrity policies are catas-
trophe insurance, and he recom-
mended the assumption of "sub-
stantial" retentions by insureds
One Chubb insured is carrying a
$25 million retention, he said.

"We don't want to hear from you
again unless you have a really hor-
rendous problem," he said.

Lexington's policies grew out of
the more limited product recall

coverage rather than the K&R pol-
icy, Mr. Kelly said.

Lexington offers four different
forms that have varying provisions
for when coverage is triggered,
what products are covered and
what types of damages are covered.
The broadest form covers lost prof-
its, continuing expenses and costs
of recall, and is triggered either by
actual bodily injury, discovery by
the insured that bodily injury may
occur or by fear of bodily injury
among the general public.

Lexington's underwriting cri-

teria are similar to Chubb's, though
Lexington also looks at the in-
sured's employee relations pro-
grams, Mr. Kelly said. In addition,
Lexington takes a policyholder's
quality assurance and crisis man-
agement programs into account in
determining the rate to be charged
for the insurance, he said.

William S. Jennings, a vp with
Johnson & Higgins, offered an ex-
ample of how a product integrity
policy might pay off.

In the hypothetical case, a prod-
uct was contaminated, deaths oc-

1111 4,

curred and the product had to be
recalled. The company paid $10
million in recall expenses; another
$10 million in advertising expenses
above what would normally have
been budgeted for the product to
regain market share; and $5 million
in product rehabilitation expenses,
either for removal of a contami-
nant or repackaging.

That $25 million would be cov-
ered under the typical policy, Mr.
Jennings said.

In addition, insurers and insured
would look at the total sales the

company had projected before the
incident for a given future period,
and the actual sales after the inci-
dent. The amount of the difference
that could be attributed to the con-
tamination would be calculated,
and then the amount of lost profits
from those lost sales, he said.

If it were determined that the
company suffered $600 million less
in total sales because of the contami-
nation, and that $100 million in prof-
its were lost, the typical policy would
pay $100 million in addition to the
$25 million in expenses, he said. .

Risk. There is no substitute for knowledge.
Today, you can't settle for easy answers to your risk management challenges.
Nor can you settle for a broker that doesn't offer competitive pricing backed
by fast, responsive service and claims settlement. It's no wonder then that our
approach to risk management has made Corroon & Black one of the world's
top business insurance brokers.

So, call the nearest Corroon & Black office now. You'll get the right answers
and a risk management program that can pass the toughest test. Yours.

CB CORROON & BLACK
Putting insurance risks into perspective.
Wall Street Plaza. New York. N.Y. 10005 · 212-363-4100
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WE"VE GOT WHAT IT
TAKES TO TAKE ON

BUSINESS.
It takes more than determination to win a

major piece of insurance business. Because of the
extreme complexity of many large commercial
accounts, policies in a standard pinduct range
are simply inadequate. Technical backupand
specialists withthe expertise to design the product
are required.

That backup is yours with The Underwriters
Alliance. The Underwriters Alliance is a joint
venture between Unigard Insurance Gmup and
Mattei-Webber, Inc., to underwrite large
specialized accounts.

Get the facts about this exciting new
concept. Call Dick Mattei at (206) 6824991
or write:

THE UNDERWRITERS ALLIANCE
110 Cherry St.

Seattle, WA 98104
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Companies' political risks
vary with projects: Analyst

By JERRY GEISEL

LOS ANGELES-The risk of in-

vesting in a lesser-developed coun-
try is largely based on the specific
project, a political analyst says.

"Risks are project-specific," ac-
cording to Roger Nye, senior Elan-
ning consultant for international
affairs at Atlantic Richfield Co. in
Los Angeles.

Speaking before a Risk & Ir.sur-
ance Management Society confer-
ence seminar last month on politi-
cal risks, Mr. Nye said many
companies only assess the general
political stability of a foreign coun-
try before deciding whether to in-
vest in it.

That kind of a general analysis is
only a starting point, since overseas
risks are based on many different
variables-not just the political cli-
mate in the host country, he sa.d.

For example, the type of indus-
try can be a variable in risk analy-
sis, Mr. A-ye said. A U.S. oil com-
pany investing abroad will have to
measure contract sanctity and
taxes, while a service firm w:11 be

more concerned about exchange
rates and the host country's ir.fras-
tructure.

Once a company does decide to
invest abroad, there are a number
of steps it can take to reduce the
risk of a takeover by the host coun-
try, Mr. Nye said. These include:

• Allowing local firms to partic-
ipate in investment projects.

• Demonstrating to the host
country that private foreign invest-
ment will have a positive effect on
economic growth.

• Developing local allies.
• Sharing the risk with other

partners.

• Developing skills with host
country government officials.

Some companies, however, don't
even engage in rudimentary politi-
cal analysis, an indifference that
can prove expensive.

For example, during the late
19705, many firms relied too much
on faulty U.S. State Department
analysis of the political situation in
Iran rather than assessing the risks
themselves, Mr. Nye said.

However, some events fall be-

Responsible claim management,
auditing and adjustment for d
t*lays industty leaders.

0 General Uablity
0 Professional Liability
0 Excess 6 Surplus Lines
0 Products Liablity

42 Reinsurance

334 Madison Avenue • CN 1922 • Morrl$town, N.J. 07960 • (201) 539-0787

yond the realm of political anal>sis,
said Robert E. Svensk, president of
AIG Political Risk Inc., a uni: of
American International Group inc.

For example, National Broad-
casting Co. was paid $67.5 million
by its insurers-the biggest individ-
ual political risk insurance loss-
after the United States pulled out
of the 1980 Summer Olympics in
Moscow because of the So,iet

Union's invasion of Afghanistan.
The possibility that a Russian in-

vasion of another country could
trigger a boycott of the Olympics
was a risk that simply could nat be
predicted at the time NBC pur-
chased its political risk insurance
with Lloyd's of London un-
derwriters.

Buying political risk insurance is
the way more and more companies
are choosing to protect their o:ver-
seas investments.

Political risk insurance can be

purchased to provide protection
against the risks of war, revolution,
civil strife and currency inconvert-
ibility.

However, there are significant
differences between the coverage
provided by Overseas Private In-
vestment Corp., a federal agency
that provides political risk insur-
ance, and the commercial insur-
ance market.

For example, OPIC only will
cover new investments abroad,
while commercial political risk in-
surers-which include AIG, AFIA
Worldwide Insurance, Continental
Corp. Chubb Group, Insurance Co.
of North America and Lloyd's-
will cover existing investments, ex-
plained Felton MeL Johnston, vp
of insurance at OPIC in Washing-
ton.

OPIC insurance also is only
available for companies that want
to invest in less-developed coun-
tries. By contrast, private insirers

do not limit coverage based on the
host country's economic status. - -

Commercial insurers, he said,
generally provide up to four years
of coverage. OPIC policies provide
20 years of coverage.

Because of the longer length of
OPIC policies, OPIC takes longer
than private insurers to decide
whether it will accept a risk. As a
result, companies should not wait
until the last minute before submit-

ting an insurance proposal with
OPIC, he said.

OPIC and private insurers differf
in rating procedures, too. OPIC'&.,
rates are based on the project, while
rates set by private insurers are
more dependent on the supply and
demand for coverage.

OPIC will generally provide up
to $100 million of coverage on a
single project and has a $300 mil-
lion per country limit.

Private insurers, until recently,
haven't been able to supply such
high limits of coverage. But that
may be changing. AIG, for exam-
ple, recently supplied $200 million
of political risk insurance brokered
through Alexander & Alexander
Inc., Mr. Svensk said.

Asa practical matter, most com-
panies that want to purchase politi-
cal risk do not need anywhere near
OPIC's maximum limits. The aver-
age political risk insurance policy
sold by AIG has a $3 million limit,
he said.

Mr. Svensk noted that political
assessments should be frequently
updated. For example, two or three
years ago, Iraq, which was flush
with oil revenues, was known for
prompt payments to Western con-
tractors working on developmental
projects.

However, the Iran-Iraq war has
put a severe strain on Iraq's econ-
omy. As a result, the Iraq govern-
ment has told at least one Western

company that it will delay pay-
ments on a project, he said.

In addition, Mr. Svensk said he
expects several more South Ameri-
can countries to seek a reschedul-

ing of payments they owe to for-
eign contractors. •

D&0 policies aren't workable
in joint ventures, broker says

By LEN STRAZEWSKI

LOS ANGELES-If your com-
pany is entering into a joint ven-
ture with another firm, don't try to
adjust your directors and officers li-
ability coverage to include the new
company.

Buy a partnership liability policy
instead, advises Jack Parent, vp at
Johnson & Higgins of Michigan
Inc. in Detroit.

"The current D&0 policies just
don't fit the joint-venture relation-
ship," Mr. Parent told Risk & In-
surance Management Society mem-
bers at the group's annual confer-
ence last month.

"The wording just doesn't apply
to what is essentially a partnarship
agreement."

Joint-venture agreemen:s are
but one of the D&0 problems that
occur when two companies enter
into a new relationship, RIMS
members were told.

When entering into a merger or
acquisition, risk managers must be
careful to retain coverage for the
directors and officers of all Fresent
and former companies, inc uding
new subsidiaries and past corporate
incarnations, Mr. Parent said.

An acquisition in which one
company acquires 51% or more of
another, for example, creates a new
subsidiary that needs to be included

in the parent's D&0 coverage or in
a separate policy. But don't neces-
sarily try to go back and adjust past
coverage, he advised. The best
route could be to let the old cover-
age stand on its own to protect past
acts and officers.

Sometimes changes in D&0 cov-
erage may not even be needed, Mr.
Parent said. If a company acquires
only the assets of another company,
such as its factory and equipment,
but not the company itself, there
are no new directors and officers;
hence, no adjustments are needed.

Risk managers also need to be
wary of changes in what once was a
standard D&0 policy form, adds
Kenneth Wollner, a risk manage-
ment consultant at The Wyatt Co.
Mr. Wollner, who helped research
Wyatt's annual study of directors &
officers liability insurance, says
there is a growing trend toward di-
vergence in these forms.

Changing insurers could disrupt
coverage, and risk managers should
make sure coverage matches when
they switch insurers.

For example, only four of the 14
policies he reviewed in the latest
survey now cover the directors and
officers of previously owned subsi-
diaries. Maintaining coverage
without a gap while changing in-
surers could require a negotiated
endorsement. I



On-site health program
cuts medical costs: Nurse

By CAROL CAIN

LOS ANGELES-An on-site

health improvement program for
Jefferson County, Ala., employees
is saving $7 in medical costs for
each dollar spent on the plan, says
the occupational health nurse who
administers it.

Pre-employment physicals, job
injury treatment and follow-up,
health evaluations, hypertension
screening, primary care nursing
and utilization review are all part
of the program that began in 1979,
said Gloria D. MeGhee. She is the

occupational health administrator
of the program, which is affiliated
with the county risk management
office in Birmingham, Ala.

Ms. McGhee discussed the pro-
gram at the Risk & Insurance Man-
agement Society annual conference
April 25-29 in Los Angeles.

Physicians should not be the hub
of medical care, only a part of the
team, Ms. McGhee said. The "team"

in Ms. McGhee's department con-
sists of two clinical nurse special-
ists, four general nurses and a sec-
retary in addition to Ms. McGhee.

The nurses are authorized to do

several procedures alone and many
more with the review or authority
of a doctor.

The county has 3,200 employees
and 70% of their workplace injuries
are handled by one of the nurses.
They treat patients or refer them to
other providers when necessary.

"We suture, we give time off, we
treat anything we can that has
symptoms," Ms. McGhee said.

"Our injuries never really leave
the job," she said. If a member of
the county road crew has a frac-
tured ankle, that person becomes
the flagman, she said.

The results? There's an attitude

among the county workers that
"you don't lose time for work for
injuries," she said.

The pre-employment physicals
the team handles can be used as de-

fense in certain workers compensa-
tion cases. But the exam must be

job-specific or it won't hold up in
court, Ms. MeGhee said.

It costs the county about two-
thirds less to do such exams in-

house than to send potential em-
ployees to outside medical facilities,
she said.

But before you can save money,
Ms. McGhee believes a company
has to know on which health pro-
cedures the money is being spent.
"Get a listing of where the money
is being spent and target programs
for the greatest impact."

To track spending, Ms. McGhee
suggested classifying employees'
illnesses according to diagnostic-re-
lated groups, often referred to as
DRGs.

This can be done manually or
with computers, she said.

"You'll probably find in the top
10 groups, three or four chronic
diseases. Those are correctable and

controllable," she said.

A worksite health program, or
wellness program, can be initiated
to control some illnesses and pre-
vent others.

Jefferson County used an all-day
health fair last summer t6 promote
wellness. It began with a two-mile
fun run and included stress testing
and body fat measuring. One booth
answered questions about the cor-
rect shoes to buy for jogging.

"We pushed aerobics. We don't
advocate high-tech (and high-cost)
equipment," she said.

Attitude also is important in the
wellness aspects of the program.

"You have to remember that up
until now, everyone had insurance.
No one cared how many dollars
were spent (on health care), but
now that it's too expensive, you
have to stay well," she said.

In the county's hypertension

screening program, there is 95%
compliance, Ms. McGhee said. Em-
ployees who don't want to comply
are told they don't have to; they're
not obligated to the program but
they are obligated to take care of
themselves, she said.

"If they still don't want to, let
that one go. There are 20 others."

Trust is an important part of the
health program. Employees have
learned that they can come to the
health department and talk about a
problem or seek a referral without
injuring their work records. The
only time it would go back to the
employer is if the matter is job-re-
lated, Ms. McGhee said.

Trust has been built up so much
that members of employees' fami-
lies are using the nurses as resource
people for medical questions. .
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Computers catch risk managers' interest
By LEN STRAZEWSKI

LOS ANGELES-Risk managers
are thinking and talking com-
puters, vendors of risk information
systems say.

Although Risk & Insurance Man-
agement Society rules forbid ven-
dors from selling products at an-
nual RIMS conferences, exhibitors
at last month's meeting say risk
managers, brokers and insurers are
eagerly seeking hardware and soft-
ware for their departments.

'*We've seen a substantive in-
crease in serious interest from risk

managers, brokers and even insur-
ance carriers," noted Guyon Sand-
ers, president of Corporate Systems
Inc. of Amarillo, Texas, one of the
largest risk information system
vendors exhibiting at the RIMS
conference. "We are very close to

major sales with one or two insur-
ers who are realizing that they
have a real need to be on-line

directly with their clients' sys-
tems."

Insurers also are discovering that
on-line systems are less expensive
than the batch storage data-pro-
cessing systems they are now using
for policyholder loss runs.

"If an insurer or broker is on-line
with a client, everything moves
more efficently and, in the long
run, more cheaply," Mr. Sanders
said.

Risk managers were also looking
at microcomputer software compat-
ible with larger mainframe infor-
mation systems, he remarked. 'The
problem with microcomputers is
the need for a place to store all the
data. Now we are seeing risk man-
agers who have a mainframe com-

puter system purchase micros and
use them for statistical modeling,
loss analysis and graphic develop-
ment with data pulled from the
mainframe storage:

Risk managers also are interested
in microcomputers because they
are portable, he added. "A risk
manager with a report to write can
pull data summaries from the main
computer and manipulate the data
at home for his or her report."

Corporate Systems sells three
risk management information sys-
tems. CS Online provides direct
data entry, data search and inquiry

to Corporate System's data base in
Amarillo. CS Interact, a relatively
recent offering, adds expanded
data search and analysis capabili-
ties as well as report writing capa-
bility and graphic design program-
ming.

CS Micro, the newest offering, is
a software package for microcom-
puters that features dial-up access
to a Corporate Systems computer,
data storage and forwarding and
high-resolution graphics (BI Feb.
21).

All of the Corporate Systems'
software packages were being de-
monstrated in the exhibition area

at the RIMS conference, creating a
steady crowd of risk managers,
brokers and insurers, Mr. Sanders
noted.

"Many risk managers feel that
they at least need to be computer
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literate and were working to in-
crease their knowledge by visiting
exhibitors," he said.

Eugene Johnson, president of
Compu-Risk Software in Thousand
Oaks, Calif., agreed. "After four
days of exhibiting at RIMS, my
voice was pretty well shot. I could
have gone on and on without stop-
ping if my voice held out."

Compu-Risk markets a series of
risk management software pack-
ages on diskettes designed for use
with Apple II microcomputers.
Programs stored on diskettes,
available for $165 each, include
premium allocation, values file,
policy file, claims file, incurred-
but-not-reported loss-reserving and
workers compensation retention
calculation.

Although the software was
designed primarily for small com-
panies with a one-person risk man-
agement staff, Mr. Johnson says he
may have miscalculated his mar-
ket.

"We've been surprised by our re-
ception. Though we designed the
system for small companies, we
have had Fortune 500 companies
interested in the programs and ask-
ing us when they will be available
on IBM computers. Right now, the
programs just don't have the capac-
ity for that kind of use but based on
this reception, they will soon," he
promised.

"We are leaving RIMS with a
stack of requests three inches thick
from companies that want these
programs on IBM."

Training may be one reason for
the interest. Compu-Risk software
performs many of the basic risk
management functions generally
assigned to trainees, Mr. Johnson
noted. Companies could use the
programs to train new staff and
then relieve them of the routine

funtions as they progress.
Like Corporate Systems, Compu-

Risk noted a strong interest by bro-
kers and insurers. "Many agents
and brokers were interested, espe-
cially smaller firms whose clients
are just beginning risk manage-
ment. They generally can't afford
large mainframe systems," Mr.
Johnson said.

Although International Business
Machines Corp. is the most popular
hardware manufacturer for risk

information systems, exhibitors
agreed, Wang Laboratories pro-
vided computer hardware for two
exhibitors, SEI Corp. and Dyer,
Wells & Associates.

Wang, according to its insurance
industry specialist, Kenneth
Holmes, is looking to expand into
risk management information sys-
tems after a successful tenure pro-
viding hardware for automated
claims-handling systems.

The Risktrac system-marketed
by SEI Corp. of Wayne, Mass., and
developed through a joint venture
between its subsidiary, TMI Sys-
tems, and A&S Consultants Inc.-is
Wang's major effort in this area.
Though SEI has exhibited at the
RIMS meeting for the past four
years, 1983 produced special inter-
est by very computer-sensitive risk
managers, said Nancy Feinstein,
systems consultants for A&S Con-
sultants.

The Risktrac system features
claims and policy filing as well as
loss data analysis capabilities. The
software package costs $350.

Dyer, Wells Associates, Wang's
other hardware outlet, generated
interest in its Fasttrak VS medical
claims software and word-pro-
cessing systems.

Risk managers who weren't fo-
cusing their attention on risk infor-
mation systems still couldn't avoid
automation. New specialty vendors
as well as well-known brokers, in-
surers and consultants all seemed

to be demonstrating automated ser-
vice capabilities. •
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Many familiar faces appear on RIMS board
LOS ANGELES-A new board

of directors is taking the reins of
the Risk & Insurance Management
Society.

Marc Darby was elected presi-
dent of the 33-year-old group, the
world's largest organization dedi-
cated to the advancement of pro-
fessionalism in the field of risk and
insurance management.

Mr. Darby is director of risk
management and insurance for La
Societe de la Baie James in Mon-
treal (see story, page 24).

"My global objective is to meet
the high standard set by my prede-
cessor," Mr. Darby said during the
membership breakfast, referring to
C.J. (Jim) Spivey, executive direc-
tor of the Insurance and Risk Man-

agement Agency of Charlotte-
Mecklenburg in Charlotte, N.C.

Other members of the new exec-

3M's Weber

gets top prize
from RIMS

LOS ANGELES-Howard T
Weber, director of insurance for
3M Co. in St. Paul, Minn., is this
year's recipient of the Harry and
Dorothy Goodell Award, the high-
est honor bestowed by the Risk &
Insurance Management Society.

RIMS awarded the honor to Mr

Weber during its 21st annual con-
ference last month for his contribu-

tion to risk management and to the
society.

In receiving the award, Mr.
Weber spoke about the profession-
alism of risk management and said
he was happy and satisfied that he,
as well as other risk managers, are
treated as professionals because of
their knowledge in the field and
their performance.

"We have a responsibility to fur-
ther identify and develop that body
of knowledge: risk management,"
he said.

"And we need more performance
in the legislature," Mr. Weber said,
noting that Congress was in session
"right now," creating bills that
would be unwise.

"Part of it (bad laws and regula-
tions) is our fault, because we
haven't developed and identified
our needs and goals," he said.

Mr. Weber, who has been with
3M for 26 years, is responsible for
the company's property, marine,
casualty and surety risk manage-
ment programs throughout the
world. He also is responsible for
managing two subsidiary insurance
companies.

As a past president of the Minne-
sota RIMS Chapter, Mr. Weber has
been active in the national society.

In addition, Mr. Weber was se-
lected in 1978 as the first recipient
of the Business Insurance Risk
Manager of the Year Award.

Mr. Weber is credited with put-
ting together one of the first cen-
trally controlled and integrated
multinational insurance programs
and developing and instituting one
of the most sophisticated in-house
underwriting facilities.

Five students also were cited as

scholarship recipients from the
Robert S. Spencer Memorial Foun-
dation. The foundation was estab-

lished in 1979 by RIMS and the At-
lanta chapter to honor the late Mr.
Spencer, a past president of RIMS
and vp of insurance at Fuqua In-
dustries in Atlanta.

Receiving the award were Lee
Marchfeld, The College of Insur-
ance, New York; Marylu Ernzen,
University of Texas-Austin; Bar-
bara Whitehead, University of
North Florida, Jacksonville; Dara
Colter, Georgia State University,
Atlanta; and Cindy Donaldson,
University of Georgia, Athens. .

utive board include:

• First vp-Donald T. Browne.
group vp and manager of the insur-
ance division at First Atlanta Corp.
and president of its credit under-
writing subsidiary, First Financial
Life Insurance Co. of Atlanta.

• Vp-member affairs and secre-
tary-Thomas A. Duffield, vp of
insurance and risk management at
Archer Daniels Midland Co. in De-

catur, Ill.

• Vp-finance and treasurer-
Richard C. Heydinger, risk man-
agement director at Hallmark
Cards Inc. in Kansas City, Mo.

• Vp-business and industry lia-
son-William L. Mather, adminis-
trator of risk management at The
Gillette Co. in Boston.

• Vp-education-Arthur P. Bos-
twick, risk manager at Stone Con-
tainer Corp. in Chicago.

• Vp-research-P. Richard
Hackenburg, staff vp and assistant
treasurer-risk management and re-
alty services at Allegheny Interna-
tional Inc. in Pittsburgh.

• Vp-conference-Ronald M.
Winans, vp of the administrative
services group at J.R. Simplot in
Boise, Idaho.

• Vp-governmental affairs-
Ronald W. Stasch, corporate risk
manager at Federal-Mogul Corp. in
Detroit.

• Vp-communications-Woo-
drow Anderson, director of risk
management at the University of

California at Berkeley.
Many of the officers held posi-

tions on the board during the pre-
vious year and were elected to new
posts this year. Only Messrs. Hey-
dinger and Mather were re-elected
to their previous posts.

In addition to the officers, 14 stu-

dents who are majoring in risk
management or insurance attended
the conference under the society's
student involvement program.
They were selected on the basis of
academic achievement and a de-

monstrated interest in the pro-
fession.

Those students were:

• Michele L. Ball, Illinois Wes-
leyan University in Bloomington.

• James C. Burt, Michigan State
University in East Lansing.

• Dara M. Colter, Georgia State
University in Atlanta.

• Robyne Y. Cornell, Howard
University in Washington D.C.

• Hollis Ann Dorsey, University
of Georgia in Athens.

• Marylu I. Ernzen, University
of Texas in Austin.

• Karen D. Fisher, Ball State
University in Muncie, Ind.

• Gary E. Frohn, Eastern Ken-
tucky University in Richmond.

• Robert E. Hoyt, University of
Pennsylvania-The Wharton School
in Philadelphia.

• Michael R. Kleine, Indiana
University in Bloomington.

• Lee M. Marchfeld, The Col-
lege of Insurance in New York.

• Peter J. Pappadakes, Ohio
State University in Columbus.

• Jon H. Schmieden, University
of Wisconsin in Madison.

• James J. Thoen, University of
Hartford in West Hartford, Conn. .
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By KATHRYN J. McINTYRE

LOS ANGELES-Risk managers
should try to settle disputes over
coverage with insurers rather than
go to court, three attorneys repre-
senting different sides in policy
battle agree.

"My advice is disputes should be
resolved between insurer and in-
sured because the courts do not re-

solve the issues-they complicate
them." said Malcolm B. Rosow, an

attorney with Standard, Weisberg,
Heckerling & Rosow in New York,
who nas represented both policy-
holders and insurers in various

coverage disputes.
"Litigation is a non-productive

use cf corporate assets and re-
sources," said Christopher C. Mans-
field, assistant vp at Liberty Mutual
Insurance Co. in Boston. "I would

almost encourage people in large
commercial contracts to include an

arbitration clause for settling dis-
putes."

Eugene R. Anderson, of Ar.der-
son Russell Kill & Olick in New

York and counsel for Keene Corp.
in its fight for coverage for asbestos
claims, agreed that cases should be
settled out of court. Keene's chair-

man personally tried to settle its
dispute with its insurers, he said.

All three attorneys addressing a
seminar during last month's Risk &
Insurance Management Society
conference noted that their com-

ments were their personal )pin-
ions.

Mr. Rosow cited the three differ-

ent coverage theories handed down
by three different courts in asbestos
litigation as the clearest example of
how courts complicate rather than
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Resolve coverage battles out of court: Attorneys

resolve coverage issues.
Conclusions have been reached,

but has the dispute been resolved?
he asked rhetorically. The same
policy issued by Liberty Mutual In-
surance Co. has been interpreted
three different ways, clearly to
provide the best coverage for the
individual policyholders, he said
(BI, April 4).

Mr. Mansfield of Liberty Mu-
tual suggested that an arbitration
clause inserted in an insurance pol-
icy for a large commercial account
should not be a standard arbitration

clause, but one that identifies who
would arbitrate the dispute and
how.

Inserting an arbitration clause in
a commercial insurance policy
would not be easy, he admitted, but
noted that risk managers for large
corporations alter other portions of
the standard contract.

He pointed out that such a clause
would not be needed in all insur-
ance contracts because few of them

are disputed.
Mr. Anderson suggested there

are "two enormous economic inter-

ests opposing resolution of these

disputes-the lawyers and the eas-
ualty insurance underwriters "

Neither plaintiffs nor defense
lawyers would want to lose busi-
ness to out-of-court settlements, he

suggested.
Insurers, meanwhile, would not

want to do away with the current
tort system, he said, because "that
would do for casualty insurance
underwriting what doing away
with death would do for life insur-

ance underwriting."
Once in court, however, large

corporate policyholders should not
win their coverage disputes under
the doctrine of reasonable expecta-
tions, suggested Mr. Mansfield and
Mr. Rosow.

Under that doctrine, courts
generally find the policyholder to
have coverage because the policy-
holder bought the policy with the
"reasonable expectation" of being
insured for losses.

"The corporation exclaims, 'We
had the reasonable expectation that
our carrier would do thus and so,'"
said Mr. Manfield.

Using this doctrine is "wholly in-
appropriate," Mr. Mansfield sug-
gested, because today risk manag-
ers are spohisticated insurance
buyers and they know what they
are buying, he said.

"The day has passed when insur-
ers foist policies on risk managers,"

agreed Mr. Rosow. Risk managers
"are dealing as equals with insur-
ers. Each knows what it wants,"
Mr. Rosow observed.

"Does not the insurer have a rea-

sonable expectation also when issu-
ing the policy?" he asked.

Mr. Anderson countered that all

coverage disputes "should not be.
"Risk managers don't buy insur-

ance so that lawyers can resolve
differences between one set of

court decisions and another.

"The problem is not that courts
can't agree. It's that lawyers repre-
senting insurers can't agree."

Mr. Anderson argued that the
decision in the Keene case handed

down by the U.S. Circuit Court of
Appeals for the District of Colum-
bia orders insurers to provide ex-
actly the coverage they intended to
provide.

That court held that all insurers

of a corporation from the time the
asbestos was inhaled through the
manifestation of injury are liable
for asbestos claims.

"That's what the insurers wrote

in memos and that's what they said
in forums like these," Mr. Ander-
son said.

He admitted that Keene and the

insurers now are waiting for the
court to answer the question re-
garding which insurers pay defense
costs first. .

Business interruption fights can be limited
LOS ANGELES-Risk managers

and insurers can't eliminate the ad-

versarial relationship inherent in
settling claims under business in-
terruption policies but they can
minimize disputes, a panel of bro-
kers, adjusters and consultants
says.

Manuscripting the policy form
for the individual insurance buyer,
insisting that the risk management
department review all claims be-
fore submission, keeping the insur-
ance company adjuster informed
on changes in the magnitude of the
claim and buying property and
business interruption insurance
from the same insurer can help set-
tle a claim for a loss of earnings
more quickly, agreed the panelists
at a session at the Risk & Insurance

Management Society conference.
Hiring adjusters to represent the

policyholder as well as the insurer
and using accountants trained in
business interruption claims also
can help, panelists said, not hesitat-
ing to promote their specialties.

"Take the basic forms and manu-

script a policy," advised William F.
Foley Jr., vp at broker Johnson &
Higgins in New York. The basic
form is used for all industries, but
each industry is different and its
needs should be recognized in the
business interruption policy.

"Prior to the loss, tailor the con-
tract to your needs and that will
take care of most circumstances,"
agreed Sidney Greenspan, presi-
dent of The Greenspan Co. .n Los
Angeles, which adjusts losses for
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the policyholder.
"Many times, coverage isn't tai-

lored as it should be," noted Robert
L. Wilkinson, senior consultant
with Warren, MeVeigh & Griffin
Inc. in San Francisco.

A risk management department
review of claims before they are
submitted is needed, suggested Mr.
Foley of J&H, as a basis for nego-
tiation with the insurer.

The risk management depart-
ment also should keep the insur-
ance company adjuster informed,
Mr. Foley advised. "Don't leave the
adjuster with a $100,000 reserve
and then submit a $1 million
claim," he said.

It also is "simpler if the business
interruption and property policies
are from the same insurer," Mr.
Foley noted.

Policyholders filing a business
interruption claim may want to
hire their own adjuster, suggested
Mr. Greenspan.

"The adjuster for the insurance
company represents the insurer's
interest. The policyholder is enti-
tled to representation. We take
over the insured's burden to prove
loss.

"The way you prove your loss is
what makes people stand up and
take notice," he added.

R. James Miller, executive vp of
Graham Miller Inc. in San Fran-

cisco, took issue with Mr. Green-

span. He suggested that indepen-
dent adjusters like himself who are
hired by insurers "are charged with
working out a reasonable settle-
ment." Independent adjusters
"wouldn't be around" if they
couldn't satisfy the risk manager,
too, he said.

"An accountant is a necessary
evil in most of these situations,"
said Daniel Grady, an accountant
who specializes in aiding insurers
to settle business interruption
claims through his New York firm.

"We promote that auditors get
involved from day one to avoid
mistakes that are compounded by
the time-weeks, months, years-
that is takes to adjust business in-
terruption claims," he said.

"We make order out of chaos, to
get information to the adjusters.
Most adjusters don't have the time,
experience or patience to go
through the records as necessary.".



Wrap-up covers can cut costs,
but don't work for all projects

By STEVE TARAVELLA

, LOS ANGELES-Wrap-up in-
surance packages can save a prop-
erty owner lots of money on large
construction projects, but he should

' be aware of the advantages and
9 disadvantages before he decides on

consolidated coverage.
"The (property) owner must

thoroughly understand what a
wrap-up program is and have the
full commitment to loss prevention
and control beginning in the design
phase," Earl K. Novell, vp at
MeGrief, Siebels & William, a Bir-
mingham, Ala., brokerage, said at

I tne Risk & Insurance Management
Society's annual conference.

A wrap-up or consolidated insur-
ance program is one in which the
owner of a construction site buys

; coverage for all the contractors and
 subcontractors working on the

project. Usually, contractors and
subcontractors buy their own cov-

into their construction contract.
erage and factor insurance costs

When the owner of a site is de-

ciding whether to buy wrap-up
coverage or conventional insur-
ance, "It's necessary to examine
fully the particulars of each site,"
Mr. Novell advises. "Don't over-

look a viable self-insurance pro-
gram, but with anything above
$100 million (in insured value), by
all means, go wrap-up."

James M Murphy, executive vp
at Fred S. James & Co. Inc., agrees
that individual factors at each con-

struction site should be considered

when setting up a program.
For example, he suggests that

contractors buy their own insur-
ance for a project with the com-
plexity of the New York subway
system, but that generally, "for
public agencies where downtown
areas are concerned, I do think the
wrap-up has many benefits."

Mr. Murphy, who helped place
the insurance for four rapid-transit
projects in the United States, cites
the current rapid-transit construe-
tion in Baltimore as a wrap-up in-
surance success story.

The wrap-up policy for the Met-
ropolitan Transit Authority con-
struction, begun in 1976 and set for
completion in October, has saved
the state of Maryland about $10
million-what Mr. Murphy calls "a
considerable amount of money."

He said the policy includes work-
ers compensation, builders all-risk
and comprehensive general liabil-
ity coverage with an errors and
omissions endorsement.

Once a property owner has de-
cided on a wrap-up program, Mr.
Novell advises buyers to "deter-
mine which national and regional
brokerage houses have wrap-up
background." Flexibility and cre-
ativity in avoiding financing obsta-
cles are important qualities to look
for when trying to place consoli-
dated coverage, he says.

"Have broader coverages and
higher limits than most contractors
carry-never give less," he said.

Ronald E. Strine, corporate risk
manager for Aetna Life & Casualty
Co., said there are many advan-
tages to wrap-up coverages.

For example, the pricing stability
offered under many programs
makes them "somewhat immune
from ISO or rate increases."

Risk managers may also find
they have greater purchasing
powers under wrap-ups. Consoli-
dated programs often give the
buyer more leverage in negotiating
coverage and premiums, he said,
citing uniformity and continuity of
coverage as another advantage.

Also, Mr. Strine explained,
claims handling and loss-control
programs can be more efficient
under wrap-ups because "there is

an understanding right from the
beginning as to whom is in charge."

But, buyers must also be aware of
the disadvantages accompanying
wrap-up programs, he warned.
Among them, there's the possibility
of higher-than-expected adminis-
trative costs for the project owner
since the owner is now responsible
for the contractors' insurance.

Also, Mr. Strine pointed out, it
may be difficult to get all the con-
tractors to agree to one policy.

Craig Rochette, risk manager for
Fluor Engineers & Construction
Co. in Irvine, Calif., agreed that
wrap-ups benefit the property
owner. "The purpose of wrap-ups is
always to minimize the cost of in-
surance to the owners-not to ben-
efit the contractor," he says.

Consolidated insurance programs
create several problems for con-
tractors, Mr. Rochette says. Loss in-
formation is not always made
available to the contractor and
claims are sometimes misassigned.
"Contractors see more questionable
claims under wrap-ups," he says,
especially in bad economies.

"Wrap-ups are like baby dia-
pers," he observes. "They some-
times leak under pressure." .
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Comp's exclusive remedy status eroding: Insurer
By CAROL CAIN

LOS ANGELES-Risk managers
may not be doing all they can to
protect their companies from
heavy workers compensation
losses, according to the chairman of
a leading workers compensation in-
surer.

"Many risk managers are by-
standers in the grandstand, point-
ing fingers, and they are not yet

down in the area

where they're
pulling on their
oar in the very
delicate boat

that is workers

compensation,"
said John A.

Schoneman,
' * chairman and

chief executive

Mr. Schoneman officer of Wau-

sau Insurance Cos. ir Wausau, Wis.
The erosion of the exclusive rem-

edy provision of the workers zcm-
pensation system was discussed by
Mr. Schoneman and others on a

panel at the Risk & Insurance Man-
agement Society's annual confer-
ence last month.

The workers compensation
system was developed to provide
weekly benef.ts and medical care
for an injured worker and get that
person back to wcrk, Mr. Schone-
man said.

"But it should be a cost-effective

program. Tha:'s where we (insur-
ers and corporaticns) are failing,"
he said. And, that's why self-insur-
ance is becoming popular, and why
states are looking at competitive
and monopolistie state funds.

Lawsuits from injured workers
account for a majcr part of a com-
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You want

faster settlement serviee

... another reason to call in

The Periodic Payment ProfessionalsSM

Our professional staff helps resolve your most difficult cases
faster and at L

pany's workers compensation
losses. But the people who are
going to take advantage of the sys-
tem are relatively few in number,
said William Marquette, vp of Un-
derwriters Adjusting Co. in Pisca-
taway, N.J.

"Remember, lawsuits are not

filed by injured workers, but by at-
torneys," Mr. Marquette said.

"When our actions cause persons
to retain an attorney, we are creat-
ing unnecessary problems and ex-
penses that can be avoided," Mr.
Marquette said.

Uncertainty about weekly bene-
fits, non-payment of medical bills
and not having a job to return to
are areas that can cause tension

among workers
and should be

watched, he
said.

Claims per-
sonnel can help 1. 16

.

with a litigation
prevention pro-
gram, Mr. Mar-
quette stressed.
"A claims person AIIA

must be aware of Mr. Marquette
many and varied
methods of treating industrial in-
juries anc actually be in a position
to monitor the treatment and offer

alternatives," he said.

After an accident, continuing
contact must be maintained with

the injured worker 50 let the
worker know he or she is not alone,
not forgo.ten and still a member of
the workforce, Mr. Marquette said.

Workers also should be offered

rehabilitation services.

But in some cases, no matter

what steEs the employer takes, the
case ends up in litigation.

Lawsuits can be filed by an in-
jured employee against other em-
ployees, against employers or
against insurers, depending on ease
law in that state

and the particu-
lars of the case,
said Merton E.

Marks, a Phoe-

elect of the

American Bar

Assn.'s commit-

tee on workers 
compensation Mr. Marks
and employers
liability litigation.

"If we know the history and the-
ory of workers compensation, we
can put the present problem in per-
spective," he said.

"In the beginning, of course,
there was no workers compensa-
tion," he said. The employee's sole
remedy was to sue according to
common law.

Since the burden of proof was on
the employee, the injured worker
usually was unsuccessful, Mr.
Marks said.

Employers had three potent de-
fenses:

• Contributory negligence,
under which the employer need
only to show that the claimant was
partially responsible for the in-
jurous act to be absolved of any lia-
bility.

• Assumption of the risk, which
holds that the employee had
knowledge of ordinary risk and is
paid for assuming such risk and
thus cannot recover for an in-ury.

• The fellow servant rule (abo-
lished in most states now). which

prohibited an injured worker from
collecting if the injury was caused
by another employee.

Some later court decisions

have lead to statutes and constitu-

tional amendments that protect fel-
low employees.

In Mississippi, Kentucky and
Idaho, injured workers are barred
from suing fellow employees, but
may sue a third party "not related
to the employment."

"In these suits, the co-employee
was regarded as an extension of the
employer," Mr. Marks said.

In Missouri, Idaho and Wiscon-
sin, such co-employee suits have

You get faster results because our multi-talented

professional staff excels in every aspect of personal

injiiry case settlement: analysis, medical reviews,

negotiating strategies, economic projections, plus

complete financing packages and closing documen-

tation. With all this flexibility, you get the quick

results you want, and that saves costs when you

call in The Periodic Payment Professionals.

Benefit Designs, Inc.

The Periodic Payment Professionalss'r

4522 Montgomery Road
RO. Box 12009

Cincinnati, Ohio 45212
513/396-7100

(Outside Ohio: 800/543-4698)

been allowed, but only in direct
torts.

Historically, injured employees
were allowed to sue their employer,
but only in rare circumstances, Mr.
Marks said. For instance, if the em-

ployer failed to insure for compen-
sation benefits or if he was found

guilty of willful misconduct.
However, the exclusive remedy

provisions are being eroded, said
Mr. Marks.

A recent case that some consider

to be an erosion of the exclusive

remedy provision of workers com-
pensation laws is the 1980 Califor-
nia case against the Manville Corp.,
then called Johns-Manville. The

court ruled that an employee who
had contracted lung cancer from
exposure to asbestos was not lim-
ited to compensation only under
the workers compensation system
but had a cause of action against
the employer for alleged fraudu-
lent concealment of product dan-
gers.

The dual-capacity doctrine is
another area of erosion of the ex-

elusive remedy provision of the
workers compensation law, Mr.
Marks said.

Under the dual-capacity doc-
trine, an employee injured in the
course of his employment by a
product manufactured by the em-
ployer is allowed to sue the em-
ployer outside the compensation act
in the employer's "dual capacity"
not only as an employer, but also as
a manufacturer of the product.

A recent California case, accord-
ing to Mr. Marks, has stretched the
dual-capacity doctrine to the point
of saying that an employer was li-
able even when it had not manu-

factured or marketed the product.
Another area of exclusivity that

has been pierced is assaults by ex-
ecutives on subordinates, but again,
the case law differs from state to
state.

In South Carolina, the court held

that an employer was liable when
an executive assaulted the em-

ployee. And in West Virginia, in a
1978 case, the court ruled that an
employer could be sued for lack of
safety devices, Mr. Marks said.

Lawsuits against workers com-
pensation insurers is still another
area expanding today.

Safety inspections, the furnish-
ing of medical treatment and
claims processing are among the
areas of attack, Mr. Marks said.

rapidly expanding and hottest
area," he said. "We're not talking
about negligence of the carrier, but
an alleged intentional tort; whether
the employee can sue the compen-
sation carrier for alleged bad faith
in the processing of a claim." .

Trenwick official

to address chapter
CHICAGO-Daniel L. Siegel, vp

of Trenwick Ltd. in Bermuda, will

be one of the featured speakers at
the May 19 meeting of the Chicago
Chapter of the Risk & Insurance
Management Society.

Mr. Siegel will offer a compari-
son of offshore and domestic cap-
tive domiciles.

The dinner speaker will be Hil-
lary Levine, director of RIMS' na-
tional Executive Referral Services.

She will speak on the services that
her department offers.

The meeting will begin at 3:45
Am. in the 12th-floor main dining
room at the Chicago Bar Assn. at 29
S. LaSalle St, in Chicago.

The cost of the meeting and din-
ner is $12 for members and $14 for
guests. For reservations call Ann
Auerbach at 312-281-8360 or Doris

Pearson at 964-1300, extension
516. •
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First work comp laws evolved
By CAROL CAIN

LOS ANGELES-Wisconsin and

Washington were the first of 10
states to adopt workers compensa-
tion laws in 1911, but that's where
the similarity stops.

Wisconsin adopted an approach
used by the British since 1897 that
allows corporations to self-insure
their risks or purchase coverage
from an insurer.

Washington followed the ap-
proach of the Germans, who in
1884 instituted a complete govern-
ment-controlled program-a state
fund that excluded insurers from

selling workers compensation cov-
erage. Since 1972, Washington also
has allowed self-insurance.

There are five other states today
that have followed Washington's
lead and established exclusive state

funds-North Dakota, Wyoming,
Ohio, West Virginia and Nevada.

Risk managers discussed the mo-
nopolistic system in each of those
states last month during the Risk &
Insurance Management Society an-
nual conference.

The system is very clear cut in
Wyoming or North Dakota, accord-
ing to Chet Diehl, statutory risk
consultant with Marsh & McLen-

nan Inc. in Seattle, Wash.

One item of note in Wyoming is
that an employer does not have to
cover its clerical staff for workers

compensation, he said.
Washington, on the other hanc,

is very confusing to those who d)
not operate there, Mr. Diehl said.

The Department of Labor & In-
dustries controls the state fund and

has jurisdiction over the self-insur-
ers.

Among the partieulars of Wash-
ington's system are:

• Permanent total disabilit 4

cases receive compensation at th 3
same level as those receiving tem-
porary total benefits, and there are
:'a lot of permanent total cases in
the state," Mr. Diehl said.
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• There is a 100% employer off-
set if the employee is qualified for
Social Security benefits.

• Benefits are limited to a maxi-

mum of 75% of the state's average
monthly wage. (The maximum
time-loss benefit through June 30 is
$1,053.)

• The industrial insurance pre-
mium is experience-rated, based on
hours worked. It pays for an in-
jured worker's compensation and
disability. The medical aid pre-
mium, a separate manual rate for
each classification, pays for the in-
jured worker's medical cost.

West Virginia's state fund, en-
acted in 1913, continues to thrive,

said Virginia C. Price, director of
technical services for Gates,
McDonald, an administrator of

workers compensation and unem-

ployment compensation benefits in
Columbus, Ohio.

Even though the system in West
Virginia is old, it only recently
changed the term "workmen" to
"workers," Ms. Price said. It also
recently changed from a mid-sum-
mer fiscal year to a calendar year
for experience rating, she said.

Another new change that took
effect last year involves the
number of classifications allowed

under the system. Some 600 to 700
jobs in West Virginia were lumped
into 45 classifications, but the
number of categories was increased
to 63 last July.

Other points about the West Vir-
ginia system include:

• An employer does not have to
have coverage for temporary em-
ployees.
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differently
• For death and permanent

total disability, a flat $75,000 is
paid; otherwise, there is no maxi-
mum on total benefits allowed.

• Self-insurance is allowed.

There is a $1 million security de-
posit.

Nevada also now permits self-in-
surance. Prior to Jan. 1,1980, it was
prohibited.

Large hotels and casinos consti-
tute about 75% of the self-insured

employers, Ms. Price said.
She also noted that in Nevada:

• The climate is rather infor-

mal; almost anybody can go and
talk to the people at the state fund.

• The transfer of workers com-

pensation loss experience when a
company is bought or sold is prohi-
bited.

Ohio also has had its state fund
since 1913 and it also allows for

self-insurance, said Raymond J.
Malone, vp of The James B. Oswald
Co., an insurance agency and risk
management firm in Cleveland.

The average base premium rate
is $2.44 per $100 of payroll. Em-
ployers also pay into DWRF-Disa-
bled Workmen's Relief Fund. Self-

insurers pay five cents per $100 of
payroll; others pay 10 cents.

Because of good investment stra-
tegies of the state fund, there hasn't
been a premium increase in the
past four years, Mr. Malone said.
All the investment income is

"plowed back" into the fund, he
said, which now totals $3 billion.

Employees who live in Ohio, but
travel across the state boundaries to

work, must sign a form that indi-
cates from which state they want to
be covered. I
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Risk managers learn rules of the trade
By CAROL CAIN

LOS ANGELES-"Common

sense is the most important ingre-
dient in risk management."

That's the last of 101 rules of risk

management that a panel of ex-
perts presented to a standing-room-
only, shirt-sleeved crowd at the an-
nual Risk & Insurance Manage-
ment Society conference last
month.

The practical list of "do's and
don'ts" of the philosophical, admin-
istrative and technical aspects of
risk management was developed
with input from
about 100 risk

managers and
insurance educa-

tors from the  ,li
United States 7-J,i
and abroad who ,»  /*dlk/
met periodically k '

last year with *Thomas V. Hal-

lett, the list s

editor and vp Mr. Hallett

and director of

risk management at Frank B. Hall
& Co. Inc. in Briarcliff Manor, N.Y.

RFC
INTERMEDIARIES, INC.

2029 Century Park East
Los Angeles, CA 90067
Phone: (213) 277-3753
Telex: 696184 RFCHQ ISA

For example, one of the precepts
developed by Mr. Hallett and his
team is Rule 14: "The risk manager
should be involved in the purchase
or design of any
new operation to
assure that there

are no built-in

risk manage-
ment problems."

"Risk is risk, -
whether it's

static or dy-
namic, or busi-
ness or non-busi- A

ness, or general Mr. Lenz

or specific, or
whatever. It really doesn't make
any difference; if it has an impact
on the financial statement of the

company, it's something that has to
be considered," said Matthew Lenz
Jr., dean of academic affairs and

director of risk management at The
College of Insurance in New York.

"The corporate management will
reserve to itself the decision mak-

ing in the financial area, perhaps-
the new-product area, that kind of
thing-but anything that a risk
manager feels (that) has a risk that

he can see and identify and knows
will have an impact. . .he should
mention it, whether it's static, busi-
ness, non-business or whatever,"
said Mr. Lenz, one of the contribu-
tors to the list.

The risk management depart-
ment at Federal-Mogul Corp. in
Detroit has

pretty good com-
munication with

the planning de-
partment, 4/:. 1/ji

though it often is ., - ,
limited in what 2'

it can do, said
Ronald W.

Stasch, corpo-
rate risk man- 44

ager. Mr. Stasch
Environmen-

tal impact of acquisitions appears to
be among the greatest risks during
an acquisition, according to Mr.
Hallett.

"Lots of firms, even banks that

have foreclosed on properties, have
bought some environmental risks,"
he said.

"A lot of managers are not aware
of that impact," Mr. Stasch added.

e

/
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The chemistry involved in en-
vironmental risks is complex and
often the effects are still unknown,
Mr. Hallett said.

That's one of the reasons that

risk management is not a static but
a dynamic pro-
fession, said Jo-

seph G. Hol-
werda, director

of risk manage-
ment at Dart &

Kraft Inc. in

Northbrook, Ill.

"Don't keep
your objectives
static, but rather

dynamic," he Mr. Holwerda

said.

Mr. Hallett suggested that a risk
manager should start out by asking
the chief executive officer how

much the company can afford to
lose without being embarrassed.

"When they (CEOs) come back
with figures higher than you think,
what do you do?" asked a risk man-
ager attending the session.

"Get it in writing," Mr. Hallett
replied.

Establishing a management pol-
icy statement (Rule 66) also was
discussed as a method of demon-

strating authority for risk manage-
ment.

"Ours basically is not quite that
detailed." said P. Richard Hacken-

burg, staff vp of
risk manage-
ment at Alle-

gheny Interna-
tional Inc. in -.
Pittsburgh. "It's
more a general-
ized situation

that refers to the

overall state-

ment of objec- .*
tives, which the Mr. Hackenburg
corporation ex-
pects to achieve through the risk
management program.

"The first statement is basically
that the program should be
designed for the preservation of
assets, the protection of the em-
ployment base of the corpc ration
and the design of a program which
will enable the corporation to con-
tinue to serve its customers, clients,
so on and so forth," Mr. Hacken-

burg said.
"And it does that first through

the implementation of sound loss-
control and loss-prevention proce-
dures in the area of asset pro-ection
and the preservation of life; it does
that after protection, after determi-
nation of the residual values

through loss identification of the all
remaining residual risks and. . .the
design of a program which will
help reduce the impact of financial
loss sustained from those residual

risks which it could not either re-

duce or eliminate.

"We've done it on a broad-based

approach like that and then geared
it into the constraint of budgetary
cash stabilities from year to year,"
Mr. Hackenburg said.

But the very basis for risk con-
trol often is forgotten, hence Rule
19: "The first (and incontrovertible)

reason for risk control is the pres-
ervation of life."

"Our vision is shortsighted," Mr.
Hallett remarked.

About 50% of the 100 or so people
attending the session indicated they
had a safety and loss-control pro-
gram.

"You almost can't separate the
two; Mr. Holwerda said.

Most government safety stan-
dards adopted by business are
merely consensus standards writ-
ten by industry. They should be
adopted only as the lowest common
denominator for a loss-control pro-
gram, he said.

That discussion led to R.ile 23:

"Quality control should not be a
substitute for a full product liabil-

ity-control program. Quality con-
trol only assures the product is
made according to specifications,
whether good or bad."

"It's absolutely true. Quality con-
trol is just one of the many factors
in product liability. Just because
the quality control department says
it meets the specs. . .well, it could
still be a bad product," said Mr.
Holwerda.

Insurance companies have very
little to offer buyers in the area of
product liability prevention, he
said.

"Would it be fair to say it's far
easier to get that cooperation, coor-
dination and information after a di-

saster has occurred, rather than in

a preventative situation?" Mr.
Hackenburg asked.

"No one's going to have a prod-
uct liability program if they
haven't had a product liability
problem," Mr. Holwerda said.

"They've got to have seen the di-
saster. . .have to get burned a little
bit," he explained.

He also pointed out Rule 22: "Use
the risk control services of your
broker and insurer as an extension

of your corporate program. Don't
let them go off on a tangent."

Risk managers in the audience
said their brokers can offer lots of

information, but it has to be fitted

to the corporation's individual pro-
grann.

Another area of great interest
among the panelists and the audi-
ence alike was Rule 26: "Avoid

travel by multiple executives in a
single aircraft."

"We've spent 20 minutes at
breakfast trying to figure out what
a 'multiple executive' is," said Mr.
Lenz.

"I put through a policy statement
on travel: No more than one vp
should be on any one aircraft. They
(top management) said they didn't
want the restraint. Any advice?"
asked someone from the audience.

"We tried that, too." Mr. Hack-

enburg said, adding that the com-
pany then went out and bought a
small plane that seats 12 people.

Another member of the audience

said his company lost several exec-
utives a few years ago in a plane
crash and now has a policy that
limits how many executives fly to-
gether.

"We have a track record that's

haunting us," he said.
The policy was carried a step fur-

ther at one company, where execu-
tives are even not allowed to drive

together en masse, another risk
manager in the audience com-
mented.

And still another noted that a li-

miting travel policy in his family-
owned company came down from
the top.

Mr. Holwerda cited as an exam-

ple a company that wanted to send
76 people by plane to a destination
a few hundred miles away.

"How many planes to use was a
good practical risk management
question. The good risk manage-
ment answer was that one was too

few and 76 was too many," he said.
The solution was to send six planes,
with six people each, making two
trips.

The session ended with some

additional rules, "on the lighter
side," including:

• "When your insurer says you
don't need the coverage-ask for it
free."

• "When you broker tells you
not to worry-worry."

.

A complete list of the 101 rules
of risk management will be printed
in the Perspective section Of
the May 23 issue Of Business Insur-
ance.
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1, 66You must learn to sense what's beneath the surface."

John Harns, speaking about Structured Settlemenb Ah one of Structured Settlements

(,ompam:s most expert negotia-
. ic tors, and as an avid sport fisher-

man during hih leisure hours,
-. John Harns has observed some

»»A interesting parallels between his
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I . 4 4.7 ,
vocation and his avocation

"In Structured Settlements as
Z. in fishing, you're dealing with an

I

objective that's hidden beneath the
.Y surface You have to learn to

sense the mutual goals that are
- often obscured by conflict and

t

emotion Using all the available
r tools of knowledge and communi-

cation, you must concentrate on
and continue to aim at those goals
until a ucceful resolution is

achined It'h never an easy lot),
but always a very satisfying one
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Firms told to plan for disasters
Continued from previous page
sis committee is an excellent idea," he explained. Unexpected prob-
lems are often encountered during the drill, permitting the risk
manager to develop solutions before a crisis really occurs.

"Literally everything can be repaired," he added. "The question is,
Will the cost of repair exceed the object's value?"' Answering this
question now will save time when disaster strikes, he advised.

Providing restoration crews with a list of "do knows" and "don't
knows" can also speed the recovery process. For instance, if a risk
manager can tell the crew that a certain type of machinery is sitting
in the far corner of a room damaged by flood but that he doesn't
know how badly the water has affected the machine's operation,
examining the machine becomes a priority item.

Before business restoration can begin, Mr. Mooring said, the risk
manager must decide what area of his business' operation must be
repaired or reconstructed first. Even though a company's computer
system may not be the most heavily damaged of its assets, even slight
damage could make it a top priority for repair if the company is
computer-dependent.

Similarly, if damaged documents are dry, restoration can wait
until more pressing repairs are made. But if the catastrophe has left
important papers wet, they become a priority matter and should be
dried immediately before they become unreadable.

Mr. Baker also recommended that risk managers make periodic
visits to loss sites during reconstruction to check on the status of
repairs.

Structural and operational repairs are not the only ones to be con-
sidered after a catastrophe, Mr. Mooring said. "Cosmetic repairs are
important, too. For you, for the morale of your employees and for
the morale of people around you, you need to do whatever you can to
put that fire (or flood, or earthquake) behind you."

Arthur J. Gallagher & Co.
Rolling Meadows, Illinois

is pleased to announce that it has acquired majority
ownership in

UIC, Ltd.
a political and commercial risk management consulting
firm serving multi-national businesses.

David Avasthi

has been elected President and Chief Executive officer
with offices at:

UIC, Ltd.

Suite 7967

One World Trade Center

New York, New York 10048

(212) 524-0832
TLX: 126394 AEGIS NYK

Choosing the right computer
and software isn't easy task

By RHONDA L. RUNDLE

LOS ANGELES-Risk manage-
ment today is the management of
information. And computers are
the tools modern managers use to
manage information.

But picking the right computer,
the right software and the right
service vendor for the job may be
one of the toughest tasks facing risk
managers in the next several years.

"The dawn of a new age is upon
us," summed up Gary R. Barton,
division manager for Corporate
Systems, a risk information tech-
nology company in Amarillo,
Texas.

Mr. Barton and three other risk

management information systems
specialists talked about the capabi-
lities of their companies' systems
and offered tips on systems evalua-
tion during a panel discussion at
the Risk & Insurance Management
Society annual conference April
24-29 in Los Angeles.

The other speakers were Nor-
man P. Darling, manager of sys-
tems planning and development
for Arthur J. Gallagher & Co.; G.
Theodore Nygreen, senior vp of
Anistics Inc.; and R. David Turner,
manager of risk management ser-
vices for Rollins Burdick Hunter
CO.

"Information alone is not enough
to lower the cost of risk and help
you get the job done," pointed out
Mr. Darling. In order for a risk
management information system to
provide effective decision support,
it must capture a sufficient level of
detail and achieve a substantial

measure of accuracy.
The information must be pre-

sented in a way that focuses the
risk manager's attention on prob-
lem areas. "You should not have to

spend more time looking for prob-
lems than solving them," noted Mr.
Darling.

For example, risk managers
using an information system should
be able to access loss and exposure
information in a format that per-
mits easy comparison with insur-
ance policy coverage and service
contract provisions.

-' '7 \ /*/ ..

"If you have a location without
any vehicles, you don't want to be
insuring them," he explained.

A risk manager should have in-
stant access to data through a ter-
minal in his or her office as well as

through an information center that
will respond to special reporting
requirements within 48 hours of
receiving a request, said M.. Dar-
ling;

The system should offer flexibil-
ity to the risk manager whc wants
to view information in varying for-
mats on a terminal screen, micro-

fiche or paper. Letter quality print-
ers are available to print out re-
ports on company letterhead statio-
nery. This could be helpful in gen-
erating summary locaticn and
value reports for property un-
derwriters, for example.

Expandability is another impor-
tant consideration. Risk managers
should check the compatibility of
different mainframe compIer sys-
tems offered through vendors with
microcomputers the company may
already own or be planning to ac-
quire.

Microcomputers permit users to
download data from a mainframe

computer and manipulate or ana-
lyze it off-line. This reduces the
cost of computer access over tele-
phone lines that connect the risk
manager's terminal in his or her
office to the vendor's mainframe

connputer.
Computer technology is chang-

ing so rapidly, risk managers will
want to retain a systems vendor
who will keep pace with technolog-
ical innovations.

The vendor's human resources

should be considered in the selec-

tion process, noted Rollins Burdick
Hunter's Mr. Turner. Once the in-

formation system is up and run-
ning, users have a continuing need
for technical assistance in generat-
ing reports, preparing statistical
analyss and other functions.

E.H. CRUMP COMPANIES, INC.
The Nation's 9th brgest Insurance Broker

Join Us At Our Ho*itality Suite At

Ae Los Angeles Bonauenture Hotel April 25-28."

National Accounts Division

Kindler & Laucci Insurance Brokers Crump/Harris, Inc.

LaBow, Haynes Company, Inc. Crumf -Godfrey, Inc.

"Ask vendors, 'Can you support
my system?"' advises Mr. Turner.

Typically, the first step in imple-
menting an information system at a
company is establishing a comput-
erized data base of up to five years
of claims. One of the first questions
to ask a vendor is if the system can
handle claims information fur-

nished by many different sources,
says Mr. Turner.

These sources include micro-

fiche, magnetic tape and other
electronic media furnished by in-
surance companies, third-party
claims administrators and adjust-
ers.

An interactive on-line system
enables the risk manager to per-
form "focus interrogation," noted
Mr. Turner. This means that the

user can search through claims
data to retrieve specific claims, or a
summary of claims, that meet a de-
fined set of parameters.

For example, the system could
retrieve all workers compensation
claims above $10,000 that occurred

at a specific division within the past
three years. Or the risk manager
might ask to view a list of claims
filed by new employees within the
past two months to evaluate the ef-
fectiveness of a new employee
safety-training program.

There is no guarantee against se-
curity breaches in a computerized
data base system, but risk manage-
ment information systems have
been developed with strong secu-
rity safeguards, panelists agreed.

"One user cannot get into an-
other user's data base," said Mr.
Turner. Access can be authorized

by line of coverage such as workers
compensation or general liability. It
can be limited to certain variables

and exclude others such as an em-

ployee's age or sex. The authoriza-
tion can be limited to data entry,
actuarial analysis, or other
functions.

A user password is typically used
to gain access to the system. Arthur
J. Gallagher's system requires use
of a six-digit number plus a pass-
word. If the user fails to input the
correct combination of digits and
password after five attempts, the
system shuts down. The user must
dial the mainframe computer cen-
ter to explain the difficulty and re-
quest re-activation of the system.

Most information system vendors
offer their product on a fee basis,
noted Mr. Turner. These companies
should be able to give a prospective
buyer a general price range based
on the number of claims that would

be stored in the system, the source
of the claims information (manual

files, insurance company magnetic
tapes) and the specific system capa-
bilities required.

"Know the vendor and the ven-

dor's financial backing," urged
Corporate System's Mr. Barton.
Identify your own individual needs
and what you want the system to
do, he urges.

"You may not require the full
services of a vendor, but you should
be able to fit the system to your
needs if the system is available in
modules.

"Check with users of a system-
call people in a non-pressure en-
vironment and ask them what it

costs, how long it took to get going
and what the user's immediate and

indirect cost savings have been,"
continued Mr. Barton.

Graphics capability is another
feature much in demand by risk
managers. Before purchasing a sys-
tem, the risk manager should in-
vestigate its compatibility with var-
ious software packages that are
available in the marketplace. There
are enormous differences in

graphic clarity and the quality of
color reproduction.
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Robert Rossi named president at Jardine
Robert L. Rossi has been named

president and chief operating offi-
cer of Jardine Insurance Brokers
Inc. in San Francisco. He assumes
national responsibilities for Jardine
retail operations in the United

States. Before
1 7*r

this promotion,
Mr. Rossi had

I been president
.* s ,E and senior
f gr" operating officer
» for the com-

 pany's Westerndivision. In 1967,
he joined Albert
M. Bender Co

Mr. Rossi Inc., the prede-
eessor firm to

Jardine. Mr. Rossi reports to Ber
nard H. Mizel, chairman and chief
executive officer.

Other broker changes:
David P. Charnock named vp

of Jardine Ter Bush & Powell Inc

in Schenectady, N.Y. He previously
was an account executive at the

company.

Donald F. Mokrauer joined
Fred S. James & Co. of New York

Inc. as vp. He will be responsible
for all aspects of the New York
benefit operation, including claims
administration and consulting. Mr
Mokrauer formerly was with Wil-
liam M. Mercer Inc.

Insurers

R. Fred Richardson named
president and chief operating offi-
cer of The Hartford Insurance
Group's Hartford-based life insur-
ance companies, He will retain his
position as director of the com-
pany's worldwide life operations
which include group and personal
lines.

Mr. Richardson's new post was
previously held by DeRoy C.
Thomas, who is now chairman and
president of The Hartford Group.

Allan B. Pooler named senior

vp in charge of underwriting at
Marine Office of America Corp; a
unit of Continental Insurance Co

in New York. He had been a vp in
charge of ocean marine under-
writing and ocean marine opera-
tions.

Michael J. Conroy, Albert H.
Hayes, James L. Hiney and Ste-
phen G. Stonehouse have been
named vps at Chubb & Son Inc. in
New York. Mr. Conroy is manager
of the national claims administra-

tion department; Mr. Hays is
branch manager of the Dallas of-
fice; Mr. Hiney is eastern branch
manager of the New Providence,
N.J., office; and Mr. Stonehouse is
branch manager of the Chicago of-
fice.

John A. Di Falco appointed vp
of underwriting for Lansing B.
Warner Inc., the newly acquired
insurance management subsidiary
of Wausau Insurance Cos. Mr. Di

Falco will head the underwriting
activities.

Raymond E. Luna named man-
ager of the Houston branch of-
fice of United States P&I Agency
Inc., a division of Underwriters
Adjusting Co. Mr. Luna was pre-
viously a marine adjuster the USPI
Houston office.

Charles Cushner named vp in
the business insurance division of

California Casualty Group in San
Mateo, Calif. Mr. Cushner has been
with California Casualty since
1968.

Excess/surplus
Robert Kampa promoted to se-

nior vp-casualty at Avreco Inc. in
Chicago. Mr. Kampa had been vp-
casualty at Avreco. Also Edwin
Legge, William Yurek and Hank
Mueller were named vps-casualty.
Messrs. Legge, Yurek and Mueller
were previously asssistant vps a
Avreco.

comings & goings: industry

Reinsurers
James J. Powers named senior

vp/secretary at Constitution Rein-
surance Corp. in New York. Mr.
Powers will continue to head Con-

stitution Re's claims department
and fill the position of corporate
secretary.

Rocco J. Buscieti promoted to
senior vp-finance, treasurer/secre-

tary at Dominion Insurance Co. of
America, a reinsurer in New York.
He had been vp-finance, trea-
surer/secretary.

Bruce Bovenizer, John T.
Grush and Dennis B. Williams

have been appointed vps at Gen-
eral Reinsurance Corp. in Green-
wich, Conn. Mr. Bovenizer will be
in the Kansas City, Mo., office, Mr.
Grush in Los Angeles and Mr. Wil-

liams in the Seattle office.

Other suppliers
Gary L. Jones named managing

director of William M. Mercer Inc.
He will be responsible for directing
consulting offices in Los Angeles;
Orange County, Calif.; Las Vegas,
Nev.; Phoenix, Ariz.; and Albu-
querque, N.M. Mr. Jones had been
a principal and head of Mercer's
San Francisco office.

At other Mercer offices, Larry E.
North, a principal, appointed head

of the Atlanta office. He had been a

managing consultant at Mercer.
David F. Hollis appointed head of
the Mercer Nashville, Tenn., office.
Mr. Hollis was previously a manag-
ing consultant in Mercer's Atlanta
office.

Andrew F. Giffin joined
Towers, Perrin, Forster & Crosby
in Milwaukee. Mr. Giffin will work
in TPF&C's life insurance consult-

ing unit. He had been director of
management services for the Na-
tional Assn. of Insurance Commis-
sioners. .

Your

captives buck stops
here Our two-day turnaround

ofcaptive premiums will

forjust We can improve the investment return ofyour

boost your cash flow

captive in a number ofways. And we have

48-hours
licensed in all 50 states.

* national capability as underwriting managers
for Morthwestern Mational Insurance Company

6,4,»L,6,¢GU For more information have your broker
- zz, contact Jim Kellogg, Vice President, MM Risk

lAp /R' Management Services, 731 Morth Jackson

(414) 765-8660.
Street, Milwaukee. Wisconsin 53202,

a.,6 -0. 96 E- I NN RiskManagement Services
Member Armco insurance Group
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Senate panel to examine taxes on insurers
WASHINGTON-The Senate Fi-

nance Committee is going to take a
look at how the insurance industry
is taxed.

The June 13 hearing will exam-
ine whether property/casualty in-
surers are paying their fair share of
federal taxes.

Specific insurer issues that the
committee will be looking at in-
clude

• How insurance should be de-

fined for tax purposes.
• Whether certain reserves

should be discounted to reflect pay-
ment of claims in future years.

• Whether the tax deferral pro-
vided for "protection against loss"
accounts is justified.

The committee hearings could be
a prelude to legislation that would
raise the industry's tax burden. At
a minimum, hearings are needed to

washington

see whether property/casualty in-
surers are paying equitable taxes,
according to Finance Committee
Chairman Sen. Robert Dole, R-
Kan.

The hearing will begin at 9:30
a.m. in Room SD-215 of the Dirk-

sen Senate Office Building.

Product liability cap
Rep. Norman Shumway, R-

Calif., is making a new effort to get
the House to pass federal product
liability legislation.

The Product Liability Act of
1983, H.R. 2729, proposed by Rep.
Shumway and Rep. Barbara Mi-
kulski, D-Md., would cap punitive

It'seasy to walk away with
marine business when you
work with Commercial

¥Arine Group.
Even if you've never before sold marine
insurance. our Marine Insurance by the
Numbers can make it as easy as 1.2.3.

One. Our simplifted application forms for
every type of marine insurance are fast and
easy to complete.

'Iko. Once completed. our underwriting
marine specialists can usually "rate" your
policy right away. Frequently. right over the
phone.

Three. We'll service you all the way. Promptly
and efficiently. Making sure your clients
are neither under-covered nor over-covered.

And handling claims. worldwide. without
delay.

So let the specialists at Commercial
Marine Group help you increase your
agency's business without increasing your
overhead.

You'll be amazed Commercial

how easy it is. Jzl Marine

P.O. Box 530830/9700 N.E. 2nd Ave./Mia.Shores. FL. 33153
305/756-8500/Toll-Free 800-327-8793/Telex: 807049

Branch Offices: New York. NY • Encino. CA • Seattle, WA.

damage awards an individual could
receive at $1 million.

Under the measure, manufactur-
ers generally would be liable for
the safety of their products for up
to 10 years after the date of first
sale. However, in the case of prod-
ucts where an injury may no: man-
ifest itself until after years of eu-
mulative exposure, a 15-year liabil-
ity limit would be imposed.

In addition, evidence of post-
manufacturing improvemen=s to a
product generally would not be ad-
missible in court.

Furthermore, in the case of
workplace accidents, a product lia-
bility award would be reduced by
the amount of workers compensa-
tion an injured worker would re-
ceive.

Federal legislation is needed be-
cause of the "inconsistent and often

unfair prcduct liability standards
applied around the country," Rep.
Shumway said.

A sim.lar bill was introduced by
Rep. Shur.way last year (BI, March
15, 1982., but the measure died in
committee.

Rep. Shumway's bill is backed by
a coalition of more than 100 manu-

facturers that belong to the Coali-
tion for Uniform Product Liability
Laws.

Arbitration regulation
The Pension 3enefit Guaranty

Corp. within the next six months
will publish a regulation or. how
employers can seek arbitration
when they have a dispute with a
multiemployer pensix: plan.

Other regulations concerning the
operation of multiemployer pen-
sion plans that tne PBGC says it
will Lublish by the end of the year
include:

• How multiemployer per.sion
plans car. be merged.

• How multiemploye: plans
must notify and collec: withcrawal
liability payments from employers
that leave under'.unced plans

• How withdrawal liabili:y is
calculated when there is a mass ex-

odus ©j employers from a pIan.
• What the dities of plan spon-

sors are when the plan i: termin-
ated by a mass wthdrawal.

Flood program fraud
Twc Illinois businessmen at-

tempted to defraut the National
Flood Insurance Program the Fed-
eral Emergency Management
Agency says.

Harold Reskin, cnieS executive
officer cf Midland Enterprises Inc.,
of Elmturst, Ill., and Torn Sta-
mison an acco.Int execu-ive for

Euclid Insurance Agencies. also in
Elmtirst. were arrested April 20

by FBI agents on bribery charges.
According to FEMA, the men al-

legedly paid bribes to an insurance
adjuster to submit a flood damage
claim of $86,450.62 when the actual
damages wer€ less than $25,000.

ERISA hearings
The Senat€ Finance Committee

w 11 hold hearings on June 20-21 on
legislation, S. 19, that would over-
haul the Employee Retirement In-
come Security Act to give women a
greater chanze to earn a pension
benefit.

The legisla,ion, proposed by Sen.
Robert Dole·. would lower to 21

fnm 25 the age at which employees
must be incl_ded in a company's
p€nsion plan.

In addition, women woild get a
one-year leave of absence due to
the birth of a child without losing
pension credits for prior service.

The legislaion also would clarify
federal law to allow accrLed pen-
sion benefits zo be subject to state
ccmmunity .roperty laws in di-
vorce proceed ings.

In announcing the hearings, Sen.
Dole noted that under ERISA

"some women maybe denied the
opportunity to fully participate in
and enjoy the benefits of employer-
provided pension plans"

The hearings will begin at 9:30
a.m. in Room SD-215 in the Dirk-

sen Senate Olfice Building. m



Salar,ea eni016¥665' benefits are improving
By JERRY GEISEL

LINCOLNSHIRE, Ill.-Although
some financially troubled com-
panies are cutting back employee
benefits, most employers appear to
be improving the benefit programs
they offer to salaried workers, ac-
cording to a new survey.

For example, more companies
are offering salaried workers capi-
tal accumulation plans like thrift or
savings plans, the study notes,
while others are no longer requir-
ing mandatory employee contribu-
tions to pension plans.

In addition, employers are beef-
ing up their group insurance plans
to increase maximum benefits. At

the same time, they are increasing
long-term disability payments as
well as providing more generous
pension plans. -

These expansions and improve-
ments of employer-provided bene-
fit programs for salaried workers
are evident in a survey of 250 major
U.S. employers released this month
by Hewitt Associates, a Lincoln-
shire, Ill., benefits consulting firm.

The survey analyzes the changes
that the 250 companies made be-
tween 1979 and 1982 in their bene-

fit plans covering salaried employ-
ees. The surveyed companies in-
clude 60 of the nation's 100 largest
industrial corporations.

The percentage of the surveyed
companies that offer savings/thrift
plans jumped to 72% from 67% dur-
ing the three-year period. In addi-
tion, respondents added more Tax
Reduction Act Stock Ownership
Plans, with the percent of com-
panies offering TRASOPS climbing
to 30% from 24%.

At the same time, the percentage
of surveyed firms that do not offer
some kind of capital accumulation
plan dropped to just 5% in 1982,
compared with 10% in 1979.

Employer contributions to those
capital accumulation plans are be-
coming more generous. For exam-
ple, in 1982, 14% of the companies
with savings/ thrift plans matched
employee contributions on a dollar-
per-dollar basis, up from 9% in
1979.

Some companies that offer pen-
sion plans that base benefits on av-
erage salary during an employee's
final years of service are reducing
the number of years upon which
the benefit is based.

For example, the percentage of
employers that offered pension
plans in which the benefit is based
on average salary over the last five
years of service dropped to 76%
from 81% between 1982 and 1979.

On the other hand, the percentage
of plans that based benefits on av-
erage salary over a three-year pe-
riod climbed to 10% in 1982, up
from 7% in 1979.

Pension plans that provide
three-year averaging usually pay
higher retirement than plans with
five-year averaging since an em-
ployee's average salary tends to in-
crease each year.

In addition, 50% of the surveyed
employers in 1982 recognized bon-
uses when computing an em-
ployee's retirement benefit, up
from 46% in 1979.

Furthermore, in 1982, just 12% of
the salaried employees' pension
plans required employee contribu-
tions, ddwn from 15% in 1979.

Some 11% of pension plans in
1982 allowed an employee with 30
years of service to retire at age 55,
up from 9% in 1979, while the per-
centage of plans that require a 30-
year veteran to stay on the job until
age 65 to collect a full benefit de-
clined to 23% from 27%.

Life insurance benefits for sala-
ried workers also improved. In
1982, 34% of the surveyed employ-
ers' life insurance benefits for sala-

ried employees were equal to or
greater than four times an em-

ployee's annual salary, up from 21%
in 1979.

By contrast, the percentage of
plans that offered life insurance
benefits of less than three times an

employee's annual salary slipped to
22% from 31% during the three-
year period.

In addition, 10% of the employers
offered maximum life insurance

benefits of more than $400,000 At
the same time, only 11% of the em-
ployers provided less than $50.000
of employer-paid life insurance
benefits in 1982, compared to 6%
in 1979.

Employers also improved bene-
fits payable through their long-
term disability plans. In 1982, 27%
of plans provided a monthly max-
mium benefit of more than $4,000.
By contrast, just 12% of plans in
1979 had a monthly maximum ben-

efit of more than $4,000.

Similarly, the percentage of
plans that limit monthly LTD ben-
efits to less than $2,000 declined to
4% in 1982, down from 15% in 1979.

However, there was little change
in the amount employees were
forced to contribute to LTD plans.
In 1982, 44% of LTD plans required
employees to pay some or all of the
premium, down only slightly from
47% of plans that required em-
ployee premium contributions in
1979.

But salaried employees are pick-
ing up more health care costs, the
survey shows. For example, the
percentage of health plans provid-
ing 100% reimbursement for hospi-
tal room and board expenses
dropped to 84% in 1982, down from
89% in 1979.

However, most employers did

not change deductible levels, with a
majority of firms continuing to re-
quire salaried employees to pay the
first $100 of their annual health
care costs.

Employers, though, are increas-
ing the maximum benefits their
health care plans will pay. For ex-
ample, 40% of the employers last
year offered maximum lifetime
health care benefits of more than

$250,000, up from 13% in 1979.
Other findings in the Hewitt sur-

vey include:
• The percentage of companies

providing medical coverage for re-
tirees, usually in the form of Medi-
care supplemental benefits,
climbed to 94% in 1982, up from
88% in 1979.

• Some 89% of surveyed com-
panies offered dental insurance
plans in 1982, compared with 70%

in 1979. During the same three-
year period, the percentage of plans
covering orthodontic expenses in-
creased to 84% from 75%.

In addition, 34% of dental plans
imposed deductibles in 1982, 39%
sometimes waived deductibles for

certain services, like preventive
care, and 27% never imposed de-
ductibles.

In 1979, 47% of the surveyed den-
tal plans required deductibles,
while 28% waived them for certain

services and 25% lacked deduct-

ibles.

Copies of "Salaried Employee Ben-
efits Provided by Major U.S. Em-
ployers. A Comparison Study, 1979
Through 1982" are available from
Hewitt Associates, 100 Half Day
Road, Lincolnshire, Ill. 60015; 312-
295-5000. The cost is $25 per copy.

When you need to identify the influentials,
turn to the BI Directory.
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Changes in law affect malpractice claims
By SALLIE J. DRURY • The aboliticn of the immunt 1975-1978 showed that "mandatory changes in medical services con- and more institutionalized quality

of governmeni and clar.table hos- collateral source offset, in effect for tribute to diversity and grown in control by medical providers
SANTA MONICA, Calif - pitals from malpractice suits two years, is estimated to result in a claim freqency, lt points Out The study also ruled out factors

Changes in tort law and accom- • The adopticn of informed ccn- 50% reduction in (claim) severity " Data used in the study shows that suspected of having a bearing on-
panying legal defenses were one of sent standards, whitt- require a Another factor that controlled an increase of 100 doctors per frequency or severity of claims
the major causes of the medical doctor :O inform a patient of a pro- claim costs was the shortening of 100,000 population is associated The factors ruled out were
malpractice claims exp.osion of the cedure s risks before the procedure the statutes of limitations and dis- with an increase of 36 mecical • No-fault automobile insurance

mid-1970s, a new study says is Derfcrmed covery rules, which most states malpractice claims per 100,000 oop- laws At one time, the surge of mal-
These legal changes "contributed • The adoption of ' respondeat adopted in response to the 1974- ulation practice litigation was blamed on

significantly to the rap d growth in sufericr" rulings, which held that 1975 crisis Long delays in disposi- While it is clear that urbaniza- increased litigation by lawyers who
frequency and severity of medical an employer is _table for acts com- tion of cases prior to 1975 contri- tion figures prominently in mal- found their business was suffering
malpractice claims in some states m mi:ted by employees c uring the buted to higher claim costs m some practice cases, its effect "is a su,Jec- because of the no-fault laws
the early 19703," the report says coLrse of their employment states, though these time lags gen- tive one and almost impossib e to • A high proportion of people

The study, prepared by the Insti- The study says bat states that erally affect the severity of claims measure," said Gustave H Shubert, over 65 Even though older people
tute for Civil Justice at the Rand acopted these iour changes from more than their frequency director of the Institute for Civil have a higher exposure to iatro-
Corp, a California think tank, is traditional legal standards by 1970 However, the study admits that Justice genie injury, the data shows they
based on data from medical mal- reported medical ralpract.ce the data from 1975-1978 does not "One can speculate that people are less likely to sue
practice claims closed in 1970 and claims costs in 1976 :ha: were more accurately reflect the effect of find it iS easier to sue a dcctor The analysts concludes that sig-
from 1975 to 1978 than twice the rates in states tnat shortened statutes of limitations on they've seen once or twice and may nificant geographical differences in

The study was designed to show hai adopted none c f :nese doc- medical malpractice claims never see again than it is for hem claim frequency and severity will
factors contributing to the flood of tri-les The study notes that changes in to sue the small-town doctor remain as long as medical resources
medical malpractice claims in the On the other iand, post-1975 tort tort law that aided plaintiffs were they've known all their lives " are unevenly allocated
mid-1970s and why awards were so reforms such as capp r g awarcs enacted earlier and to a greater de- Although the study says :11 of .

high and offsetting Jury awards with gree in highly urbanized states these factors contributed tc· the Copies of ' The Frequency and Se-
For example, the study said the other forms of cirrpeisation, like Furthermore, highly urbanized great flood of malpractice claims in verity of Medical Matpractice

following factors contributed to the Social Securry, received by a areas generally contain a higher 1974-1975, it does not explain why Claims" are available for $4 each,
malpractice crisis claimant, helped lim.t the amount density of lawyers and physicians the number of claims decreased in and can be obtained bv wnting Pa-

• The abolition in some states of oY the awards tne stuiy shows per capita, though the study notes 1976-1977, although lt suggests the tricia Munch Danzon, Publication
the "locality rule," which Judged a Although the study could not the number of lawyers does not sig- drop in claims could have been Department, Rand Corp, 1700 Mam
physician's competence by local measure long-term effects of these nificantly affect claim frequency caused by fewer injuries resulting St, San Monica, Calif 90406 Re-
rather than national standards reforms, the infer-ra-ion from However, physician density and from more careful medical practice quest report R-2870-ICJ

datebook San Francisco, sponsored by the International
Safety Academy, $395 ISA, 1600 Arch St , Phila-
delphia, Pa 19101, 215-241-3176

JUNE 1-3 Fundamentals of Insurance confer JUNE 8-10 An Introduction to Insuranze Mar JUNE 24-28 Health Promotion Strategies con
ence in Chicago, sponsored by the REsk & Insur- keting course in London, sponsored by Fisk Re ference in Portland, Ore, sponsored by Kaiser-
ance Management Society, $345 for members, $445 search GroLp Ltd, 290 pounds plus VAT (ap- Permanente Medical Care Program, $275, $250 be-
for non-members Editorial Department, RIMS, proximately $195 plus tax) Elspeth Jones. RRG, fore May 15, $200 per person for groups of five or
205 E 42nd St, New York, N Y 10017, 212-286- Bridge House, 181 Queen Victoria St, ..ondon more Mark Tager, Kaiser-Permanent Medical
9292 EC4V 4DD, 01-236-2175, telex 8811636 Care Program, 3600 N Interstate Ave, Portland,

Ore 97227, 503-280-2050
JUNE 14 Public Risk and Insurance Manage- JUNE 10 Workers Compensation Cast-Con-
ment Assn annual conference in St Paul, Mmn, tammentseminar in New York, sponsored by the JUNE 26-30 International Insurance semmar

$275 for members, $425 for non-members, $375 for National Council on Compensation Insurance, $90 in Singapore, sponsored by International Insur-
subsequent non-members registrants from the for members, $125 for non-members NCCI, One anee Seminars Inc, $650 Dr John S Bickley, PO

1
same organization PRIMA, 1120 GSt NW, Sude Penn Plaza, New York, NY 10119, 212-560-1095 Bor J, The University of Alabama, University,

14 707, Washington, D C 20005, 202-737-7556 Ala 35486, 212-570-2338

JUNE 12-15 tAss Prevention 16th annial semi

JUNE 2 Motor Fleet Accident Investigation nar m Atlanta sponsored by the National Retail JUNE 27-29 Safety for the Oilheld seminar in
workshop in Chicago, sponsored by the National Merchants Assn, $275 for members, $200 or addl- San Francisco, sponsored by the International

/0- = Safety Council, $100 for members, $125 for non tion registrants from the same company, $395 for Safety Academy, $395 Also July 18-20 in Houston
members NSC, 44 N Michigan Ave, Chicago, Ill non-membeis, $310 for addition registravts from ISA, 10575 Katy Freeway, P O Box 19600, Hous-
60611,312-527-4800, ext 283 the same company, fee for safety and risk manag ton Texas 77224, 713-932 9400

ers' one-da/ (June 15) attendance, $75 fir mem

4> JUNE 2 Risk Management Information Sys- bers $110 for non-members NRMA, Attn Opera JUNE 27-JULY 1 Occupational Safety Man-
tems conference in Cincinnati, sponsored by Cor- tions Divis on, 100 W 3lst St, New Ycrk, N Y agement course in Chicago, sponsored by the Na-
porate Systems, $50 Chuck Allen, Corporate Sys- 10001, 212-244-8780 tional Safety Council, $495 for members, $620 for
tems, P O Box 31780, Amarillo, Texas 79120, 806- non members Also July 1145 in Chicago NSC,
376-4223 JUNE 1345 Techniques of Risk Management 44 N Michigan Ave, Chicago, Ill 60611, 312-527

conference in New York City, sponsored by the 4800, ext 283
JUNE 2-3 Principles of Petroleum Insurance Risk & Insurance Management Society, $345 for
workshop in Denver, sponsored by Professional members, $445 for non members Ediurial De JULY 11-15 Total Loss Control Management
Development Institute, $395 Also June 9-10 in partment, RIMS, 205 E 42nd St, New York, N Y seminar in Houston sponsored by the Interna-
Oklahoma City PDI Accounting & Insurance 10017, 212-286-9292 tional Safety Academy, $585 ISA, 10575 Katy
Center, Box 13288, NT Station, Denton, Texas Freeway, P O Box 19600 Houston, Texas 77224,
76203,817-565-3383 JUNE 13-17 Basic Safety Managemen, seminar 713 932 9400

in Houston, sponsored by the Internatioral Safety

JUNE 2-3 Applied Spill Prevention, Control Academy, $570 ISA, 1600 Arch St, Phibdelphia, JULY 1145 Fundamentals of Modern Safety
and Countermeasures seminar in Philadelphia, Pa 19101, 215-241-3176 Management course m Seattle, Wash , sponsored

4 sponsored by the International Safety Academy. by the International Loss Control Institute, $625

$150 ISA, 10575 Katy Freeway, P O Box 19600, JUNE 1347 Safety Training Methods course in ILCI, PO Box 345, Loganville, Ga 30249, 404-466-
Houston, Texas 77224, 713-932-9400 Chicago, sponsored by the National Safety Coin 2208

cil, $545 for members, $680 for non-members

JUNE 6-10 Occupational Safety Management July 18-22 in Chicago NSC, 44 N Michigan Ave . JULY 18-19 Computer Security workshop in
course m Chicago, sponsored by the National Chicago, Ill 60611, 312-527-4800, ext 283. New York, sponsored by the Computer Security
Safety Council, $495 for members, $620 for non Institute, $495 Computer Security Institute, De-

members Also Sept 1347 in Chicago NSC, 44 N JUNE 14 17 Insurance Company Eaucation partment IP, 43 Boston Post Road, Northborough,
Michigan Ave, Chicago, Ill 60611, 312-527-4800, Directors Society 30th annual confererce in De- Mass 01532,617 845 5050
ext 283 lavan, Wis, sponsored by the Society $150 for

members, $180 for non-members James Dockter, JULY 18-22 Basic Safety Management seminar
JUNE 7 Health Care Cost Containment bnef- ICEDS General Chairman, c/o Professt·,nal Book in Chicago sponsored by the International Safely
ings in Kansas City. Mo, sponsored by the Inter Distributors Inc, 555 E Hudson St, C olumbus Academy, $570 ISA, 10575 Katy Freeway, PO Box
national Foundation of Employee Benefit Plans, Ohio 43211, 614-267-3189 19600, Houston, Texas 77224, 713-932-9400
$130 for members, $155 for non members Also

. June 8 m Milwaukee, June 28 In Pittsburgh and JUNE 15 An Analytical Approach to Risk JULY 18-22 Safety Evaluation for Single Lo-
June 29 m Tarrytown, N Y IFEBP, 18700 W Management seminar in Chicago, sponsored bj cation Personnel conference in Seattle, Wash,
Bluemound Road, Box 69, Brookfield, Wis 53005, Business Insurance, $535, 10% discount for addi sponsored by the International Loss Control Insti-
414-786-6700 tional registrants from the same comi:any Also tute, $625 ILCI, P O Box 345, Loganville, Ga

June 20 m San Francisco Ann Vazquez, Buslneu 30249, 404-466-2208
JUNE 7 Risk Financing and Captive Insur Insurance, Communications Services Department,

ance Company workshop in Atlanta, sponsored 220 E 42nd St, New York, NY 1001; 212-210- JULY 21-23 LaborManagement Trustees and
by Risk Planning Group, $250 Also June 9 in 0137 Administrators institute in Toronto, sponsored

" Use the cutting edgei
Seattle, June 16 in Dallas, June 21 m Chicago, by the International Foundation of Employee

June 23 m New York, and June 28 in Cambridge, JUNE 15-17 Advanced Safety Maiagement Benefit Plans, $390 for members, $465 for non-
Mass RPG, 722 Post Road, Darien, Conn 06820, course in Atlanta, sponsored by the InGernational members IFEBP, 18700 W Bluemound Road, Box
203-655-9791 Loss Control Institute, $350 ILCI, P C Box 345, 69, Brookfield, Wis 53005, 414-786-6700

' People ask me, why Bermuda7 We Loganville, Ga 30249, 404-466-2208

JUNE 7-8 Legal Aspects of Occupational JULY 25-28 An Ergonomics Approach to Ma-
specialize in reinsurance captives, and that's Safety & Health course in Los Angeles, spon- JUNE 19-22 Collection of Employer Contribu- terials Handling seminar in Houston, sponsored

:1 sored by the University of Southern California, tions institute in Lake Tahoe, Nev, sp,*nsored by by the International Safety Council, $375 ISA,where most ofthem are Servicei We'reopen 'til a.
$250 USC, Institute of Safety & Systems Manage- the International Foundation of Employee Benef t 10575 Katy Freeway, P O Box 19600, Houston,

you close Security? Trenwick has one of the ment, Office of Extension & In-Service Programs, Plans. $390 for members, $465 for non-members Texas 77224, 713-932-9400

cleanest balance sheets in the industry; and we can Los Angeles, Calif 90089, 213-743-6523 IFEBP, 18700 W Bluemound Roac, Box 64,

Brookfield. Wis 53005, 414-786 6700 JULY 25·29 Fundamentals of Modern Safety

provide admitted A + XV property and casualty JUNE 7-9 Risk and Insurance Management m Management course in Atlanta, sponsored by the
Banking seminar m New Orleans, sponsored by JUNE 20-24 Safety Management Tichniques International Loss Control Institute, $625 ILCI,reinsurance Know-how? Think we'd clit the old the American Bankers Assn , $395 for members, course in Chicago, sponsored by th· National PO Bor 345, Loganville,Ga 30249, 404-466-2208
$595 for non-members Robin Craighill, ABA, Safety Council, $545 for members, $680 for non-school tie approach to business if we didn'ti 1120 Connecticut Ave N W Washington, DC members Also July 25-29 m Chicago NSC, 44 N JULY 27-29 Risk Management m Environ-

Get to know us better Call or wrie me 20036,202-467-4047 Michigan Ave, Chicago, Ill 60611, 312 527-4801, mental Health & Protection summer institute
ext 283

for information in New York, sponsored by New York University,
JUNE 8-9 Claim Fraud Investigation seminar $400 Summer Institute in Risk Management in

Brian O'Hara/Senior Vice President in Pasadena. Calif, sponsored by the Property JUNE 20-24 Loss-Control Managen-ent course Environmental Health & Protection, Graduate
. Claims Services' Committee on Insurance Fraud in Atlanta, sponsored by the Interna tonal Loss School of Public Administration, New York Unt-

Trenwick Investigation, $100 Richard Ingegneri, PCS, Control Institute, $625 ILCI, P O Box :45, Logan- versity, 4 Washington Square N , New York, N Y
American Insurance Assn, 700 New Brunswick ville, Ga 30249, 404-466 2208 10003,212-598-3133
Ave, Rahway, N J 07065, 201-388 5700

P'O 80 462 rt.nwicA hOL.5,3 9 Crittrcn Strt:i Libi Hammo,1 5 Eermud: JUNE 22-23 Health Care Cost-Containment JULY 27-30 Corporate Benefits Management
JUNE 840 Workers Compensation seminar in workshop in Boston, sponsored by the Health Re- conference m Monterey, Calif, sponsored by the

B. rn.uda (809) 295 3009/Connet-13.19 (203) 226 9116
Orlando, Fla, sponsored by The Florida Assn of search Institute, $395 HRI, 49 Quail Court, Suite International Foundation of Employee Benefit
Self Insurers, $150 Stan Tait, 325 John Knox 200, Walnut Creek, Calif 94596, 415-67 3-2320 Plans, $470 for members, $545 for non-members
Road, Suite F-233, Tallahassee, Fla 32303,904 IFEBP, 18700 W Bluemound Road, Box 69,
386-3796 JUNE 22-29 Safety for the Oilfield seminar in Brookfield, Wis 53005, 414-786-6700
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Barbados wants to lure captive insurers
Continued from page 2
ratio for annual premium volume
exceeding $10 million is required.

• Annual audited financial

statements, which are not open to
public inspection.

• A register of policies, claims,
books and business records to be
maintained in Barbados.

Captive insurers need not begin
operation within any given time
period after receiving a charter
and a secrecy provision within the
Exempt Insurance Act forbids the
registrar of companies from reveal-
ing information other than the
name of the captive insurer, the ad-
dress of its registered offices and
the names of shareholders appear-
ing on the register of shareholders.

A government-appointed super-
visor of insurance oversees domes-
tic insurance regulation.

into

• In response to growing interest
in risk management for banks,
Risk Planning Group Inc. publishes
a quarterly report called
"BankRisk: The Bank Risk Man-
agement Quarterly." Among the
topics covered by the first issue of
this new publication are the risk
manager's role in mergers and ac-
quisitions and computer crime in-
surance. For a free copy of the ini-
tial issue, write Douglas G. Hoff-
man, Managing Editor, BankRisk,
722 Post Road, Darien, Conn.
06820.

• Insurance buyers' checklists,
from the International Risk Man-
agement Institute, state guidelines
to determine whether a com-
pany's insurance program is
properly structured. Five differ-
ent checklists are designed for the
specific needs of contractors, well
servicing contractors, drilling con-
tractors and petroleum products
distributors. A copy of each check-
list is $15, and can be ordered by
writing IRMI, 10300 N. Central Ex-
pressway, Building III, Suite 208,
Dallas, Texas 75231; 214-363-9656.

• The Hazard Control Information
Handbook, published by the Inter-
national Institute of Safety &
Health, offers information on en-
vironmental, product and occu-
pational safety. The handbook
lists sources of information includ-

ing computer data bases, books,
journals, standards and courses. To
order the book, send $19 per copy
plus $2 for postage and handling to:
IISH, 5010 Nicholson Lane, Rock-
ville, Md. 20852.

• A catalog of wellness films and
publications, to enhance or guide
your company wellness program, is
available from Blue Cross & Blue
Shield Assn. The materials in the
catalog cover all areas of health
and fitness, including the problem
of alcohol and drug abuse. For a
free copy, write BC&BS Assn., 676
N. St. Clair St., Chicago, Ill. 60611.

• The age of computers has in-
creased prcductivity. . .and stress
among employees. "Tone Up at the
Terminals," an illustrated booklet
from Verbatim Corp., illustrates
stress-relieving exercises for
computer operators. For a free
copy, send a stamped, self-ad-
dressed envelope to Verbatim
Corp., Marketing Department, 323
Soquel Way, Sunnyvale, Calif.
94086.

• A free brochure describing the
claims management services of
HCM Claim Management Corp. is
available from the company. Write
Thomas J. Santorelli, HCM Claim
Management Corp., 660 Madison
Ave., New York, N.Y. 10021. m

"What we are trying to do is de-
velop what we see as a serious and
responsible financial offshore busi-
ness center in Barbados. We plan to
allow only the most reputable busi-
nesses and trading companies," Mr.
King said.

Although the island government
has set no upper limit on the
number of offshore insurers it will

allow, Mr. King does not anticipate
a rush of new captives or over-
crowding, which is sometimes the
subject of complaints in Bermuda.

"We are looking for quality, not
quantity, among offshore insurers,
nor are we seeking any particular
size of company. Small companies
will not be excluded. Our central

concerns are credibility and relia-
bility," he said.

Although no international cap-
tive management companies are

yet doing business in Barbados, Mr.
King reported that discussions are
in progress with several managers
that are interested in the domicile.
Meanwhile, the Insurance Corp. of
Barbados, the government-owned
5-year-old domestic insurance and
reinsurance company, is selling its
services as a captive manager.

"Since its inception, the Insur-
ance Corp. of Barbados has devel-
oped a good track record in domes-
tic insurance and a staff capable of
providing management and rein-
surance services," Mr. King said.

Founded in 1978, the Insurance
Corp. of Barbados first provided
coverage to government and statu-
tory institutions in Barbados but
soon expanded into various other
classes of personal and commercial
insurance. In 1981, the insurer
began accepting local reinsurance

on a quota-share basis.
ICB estimates its 1983 premium

volume at about $6 million in U.S.
currency.

Barbados' Exempt Insurance Act,
created with the assistance of Risk
Planning Group Inc., a Darien,
Conn., risk management consulting
firm, is just one more step in Bar-
bados' overall financial growth
plan, Mr. King pointed out. Since
the mid-1970s, Barbados has been
steadily increasing its financial ser-
vices capabilities.

"We have had offshore banking
since 1980 and now eight interna-
tional banks are doing business in
Barbados, including Barclay's Bank
of London and the Royal Bank of
Canada," Mr. King noted. "Tele-
communication facilities are most
modern and all the communica-

tions services insurers are used to,

such as direct-dialing telephone,
telex and so forth, are available."

Barbados also boasts a very liter-
ate and well-educated populace
who contribute to a stable political
climate, Mr. King added.

"The population of Barbados is
more than 98% literate and includes

as perhaps its greatest resource a
skilled and trainable workforce
that can contribute to a growing in-
surance industry. We also have a
strong community of attorneys and
accountants who can serve the
needs of captive parents and cap-
tive managers here," he said.

A new airport less than 15 miles
from Bridgetown, the island's capi-
tal and commercial center, pro-
vides direct service to New York (a
49-hour flight), Miami (a 3!/2-hour
flight) and London (an 81/-hour
flight). •

It took 18 months to settle injury
liability in the Hyattskywalk case ...

... and only 18 seconds to look
it up in BI's Editorial Index.
With the BI Editorial Index, it takes just seconds to research
events and issues that unfold over months, or even years.
When you need to pinpoint specific articles in BI that will
give you crucial facts-to guide you in your decision-
making or, simply, to satisfyyour curiosity-you'll find
exactly what you need quickly.

The Index conveniently lists information by subject,
persons quoted and companies mentioned.

All the Business Insurance news and features on a host
of topics are catalogued in this indispensable Editorial
Index: risk management, employee benefits, property/
casualty, legislation, financial developments, market
trends, losses and claims settlements, and much more.

You'll never again spend valuable time wading through
a pile of back copies to find what you're after!

The 1982 Annual Editorial Index is just offthe press...
and there's a copy that belongs in your office. Or in your
corporate library. And you can still grab up one of a limited
number of copies ofthe 1981 Annual Index. These hand-
somely bound volumes sell for $100 each.

For you and everyone in your corporation who must
keep abreast of the constant changes in the world of com-
mercial insurance and employee benefits, the complete
1983 Index service is a must. The 1983 Editorial Index
service provides three quarterly reports, followed by a
hardcover cumulative Annual Edition. The cost for the
complete service is only $100.

And to make certain that you'll have continuous access
to information, your Index service allows you to use the
Crain Information Centers in NewYork and Chicago
between publication of quarterly reports.

Send in the coupon
at the right now and
make sure that vital
information will be WN-%
within your reach
whenever you need it.

"Our past...fast/" .2,/-

.business
msurance

A Publication of Crain Communications Inc.

NewYork: 220 East 42nd St., NY 10017 (212} 210-0133
Chicago: 740 Rush St., IL 60611 (312} 649-5275

Los Angeles: 6404 Wilshire Blvd., CA 90048 (213) 651-3710
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MGM to finalize settlement this month
Conttnued from page 1 follow-result in damage awards co For the moment, Mr Hartman tronics Inc, Frigitemp Corp, sue- 3M Co, Mason Electric Co, Master
settlements with them are not plaintiffs against the non-settling and other attorneys representing cessor in interest to Samsen West Protection Enterprises, successor in
reached in the interim defendants, the total amount of settling defendants are waiting to Corp, General Felt Products of interest to Clark County Fire

Seventeen of the 450 lawsuits money available to pay fire claims receive the written indemnifica- California Inc, General Tire & Equipment Inc, Olson Glass Co
against the non-settling defendants will exceed $140 million Any tion document from MGM The Rubber Co , Graybar Electric Sup- Inc , Owens-Corning Fiberglas
were selected by U S District Court money in the fund exceeding $135 exact form this document will take ply Inc, Hettman & Associates, for- Corp, Pam Craftsmen Inc, Ralph
Judge Louis C Bechtle for the first million, which iS the minimum is Stlll under discussion merly L H Antoine & Associates, Anderson Co, Rohm & Haas, Sav-
trial The court could not hear all of amount set by the court to satisfy Mr Hartman believes his client Imperial Glass Co, J. Josephson Mor Upholstery Supply, Schneider
the cases in one trial and these 17 1,356 individual claims, will be al- will be dismissed from the litiga- Inc, Johnson Controls Inc , Kerona Inc, formerly known as Schneider
were selected as representative of located to plaintiffs on a pro-rata tion altogether within the next few Inc, Kerona Plastic Extrusion Co Sheet Metal Inc, Simpson Timber
the others, said the court spoke- basis weeks Air Balance contributed Inc, Lawless Brothers Inc, doing Co, and United States Elevator
sperson For example, a smoke inhalation $500,000 to the settlement fund business as Lawless Detroit Diesel, Corp

The suits going to trial in the victim whose court-approved "Our case was defensible but we

first group include a sampling of award was $25,000 will receive that couldn't afford to go to court," said
the victims who were killed or in- sum plus a percent of the amount in Mr Hartman The legal fees alone Illinois exchange approves
Jured in different elevators, stair- the fund above $135 million based would have been a multiple of
wells, guest rooms and other loca- on the size of the victim's court-ap- $500,000, he said "So we recom-
tions throughout the hotel and ca- proved award The fund already mended settlement to the (insur- three new broker members
sino This smattering of cases will contains nearly $5 million in ante) carrier "
enable the court to "get all the pledges above $135 million Air Balance tests the air and The Illinois Insurance Exchange
issues of liability into the first The amount of each individual water balance for heating, ventila- has approved three new broker markets
trial," said the court spokesman settlement was determined by tion and air conditioning systems members, bringing the total

This approach will create a "res Judge Bechtle who met with plain- "My client's total involvement number of exchange brokers to 35
judicata" situation, meaning that tiffs' attorneys in private confer- with the MGM Grand was four The new brokers are Illinois R B Tampa Bay Health Plan is affi-
the court's Judgment will be con- ences The attorney would present days on the Job site at the time the Jones Inc, Guy Carpenter & Co liated with Peak Health Plan, a
elusive upon the parties in subse- a demand on behalf of the client hotel was built to water baiance the Inc, and International Special Risk 27,000-member HMO in Colorado
quent trials involving the same and, based on medical information HVAC system," said Mr Hartman Services Springs, Colo
cause of action, a defense attorney and other evidence, the Judge As of the middle of last month, The brokers may place direct in-
explained would concur or counter with a the non-settling defendants ex- surance and reinsurance risks with International pushThe issue of liability against each lower figure pected to go to trial are Adams the exchange's syndicates, whose
defendant will be decided on a Elevator Equipment Co, American capital and surplus now total $20 John F Sullivan Co, a Seattle-
worst-case basis in which the most Eventually, compromises were Multiplex Systems Inc, American million based reinsurance intermediary,
damaging evidence is presented in reached in all but a few cases based Society for Testing & Materials, has formed a new international di-
the first trial on a principle of parity intended to Amfac Distribution Corp, doing HMO formed vision, Sullivan International, to be

Once the liability issues are re- award comparable amounts to vic- business as Amfac Electrical Sup- headed by Victor C Honore, vp
solved, the cases can be bifurcated tims with comparable damages ply Co Inc, Apache Plastics Inc, a A new health maintenance or- and managing director
into groups to determine damages Although Judge Bechtle, who subsidiary of Apache Corp and ganization, Tampa Bay Health The new division's offices are 10-

"This approach is fair to both presided over the multidistrict ac- successor in interest to Kerona Plan, has been formed to provide cated at 475 Park Ave, New York,
plaintiffs and defendants," said Mr tion, has no Jurisdiction over state Plastic Extrusion Co Inc and prepaid health care services to em- N Y 10016, 212-684-3500
Gauthier "If the defendant pre- courts, plaintiffs who filed their Kerona Inc, Bally Manufacturing ployer groups in Pinellas County,
vails in the first case, it would be Suits in Nevada and California state Corp, Barber-Colman Inc, B&M Fla New offices
foolish for plaintiffs with weaker courts also entered into settle- Air Balance, Cadillac Plastic & The 1lth federally qualified
cases to proceed against the defen- ments Chemical Co, Cohama Inc, Co- HMO to open in Florida, Tampa Donald F. Muldoon & Co. Inc,
dant" MGM Grand's decision to con- lumbus Coated Fabrics Inc, a unit Bay Health Plan will offer full hos- a New York -based 1 nsurance

However, a defense attorney summate the settlement plan clears of Borden Industries, Corona Plas- pitalization coverage and other agency specializing in captwe ln-
whose client settled in the case ex- the way for final settlement by tic, C R Laurence Co Inc, Crystals health care services without de- surance services, has opened a
plained that the court's approach most of the other defendants & Oils Decorators Supply Corp, ductibles or coinsurance West Coast office at 4000 Mac-

was a high-pressure tactic to settle "It's a very positive development Dan Cashdan & Associates, Del E The new health maintenance or- Arthur Blvd , Newport Beach,
Defense attorneys would rather de- for my client," said Richard L Webb Corp, Don Schmitt, Duo- ganization will operate through the Calif 92660, 714-752-6676
fend the weakest cases first in Hartman, a Los Angeles attorney Flex Corp, and E I du pont de Ne- Diagnostic Clinic in Largo and the Rollins Burdick Hunter Co.

order to establish favorable prece- representing Air Balance Co Inc mours & Co Suncoast Medical Clinic in St Pe- has opened a new office at 1850 K
dents in later, tougher cases. "We can see the light at the end of Also, Essex Chemical Corp ; Fa- tersburg Its staff totals more than St NW, Suite 1190, Washington,

If this trial-and others that may the tunnel " bricon Products, Fairfax Elec- 60 physicians D C 20006; 202-293-6414 .

classified advertising
RATES AND CLOSING TIME:

Rates: Display classified is $60.00 per column inch, mintmum ofone inch. Closing: Published every Mondav. Copy must be in written form bv noon
Straight classified is $5.50 per line, minimum of 5 lines. Count 34 charac- Tuesdav, 6 davs preceding publishing date No verbal phone copv accepted.
ters per line (include each space and punctuation as a character). Addi- Prepavment required Matt ads to: Classified Advertising, 740 N, Rush St,
tional $11.00 charge for blind box ads. Responses to blind box ads must fit Chicago, IL 60611 For more information call 312-649-5340.
into business size envelope. Responses are forwarded dailv.
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book will be profession- 740 k Rush SL Chicago 111 60611 Street, Chicago. IL 60611

owners, presidents, ing, through internal
vps. etc 6,497 ally handled Please con- results! -Risk Management= POSITION WANTED growth, private insurance

Financial Management tact Russell Dann, (312) GOOD TIMES ARE COMING! agent/broker who now de-
chief financial officers. PROVEN PRODUCER OF E&S BROKER-

564-8700 " Send Resume for Free Brochure sires *o accelerate growthvpsof finance, secretaries, AGE BUSINESS, CURRENTLY WITH
treasurers, etc 9,634 "Rewarding Careers in MAJOR FIRM IN NORTHEAST, LOOK- through acquisition Please

Insurance Management Risk Management" ING FOR OPPORTUNITY, EQUITY PO- reply ro
vps. directors. managers of MARTY HODES, ARM TENTIAL DESIRED ALSO HAVE Box 675. BUSINESS INSURANCE
insurance, risk, benefits, By appointment-NYC or Ll HEAVY CASUALTY UNDERWRITING 740 Rush St Chicago. 111. 60611compensation. safety, (212, 225-4935 (516) 487-4992 BACKGROUND, EXCELLENT TRACK
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Insurance Agents Rollins, Inc is a dynamic Atlanta-based corporation We dre Logical
&Brokers 9,629 presently seeking an individual with at least a 2 year business degree MANAGER, STAFF BENEFITS

Insurance Cos 4,944 and 5 7 years of expenence with an insurance tompany and within d The University of Missouri-Central Administration seeks an individual to fill a Approach
toFinancial Institutions 314 corporate environment, d professional insurance designation in new position coordinating the operational financial and personnel activities of

Actuaries, Attorneys, addition to the above ts a plus We are a sell insured and insured m the Staff Benefits Office Responsible for the Retirement Program LTD Life Risk
Adjusters. Appraisers vanous aspeds of our risk management department Additionally, Medical and Dental Accidental Death and Dismemberment and Tax Sheitered
& Consultants 2.408 we require a service oriented mdividual, excellent management Annuity Assist the four campus system with retirement counseling academic ManagementOthers allied to the field 854 techniques and an innovative person with goodcommunication skills retirement incentives, budget planning, career communications and cost con-

TOTAL 41,232
tainment The positionis located in Columbia, Missouri Qualifications Includea Recruiting

We offer top salary and benefit package and opportunity for growth Bachelor s degree in Accounting or Finance or related area or an equivalent

Source Business/Occupational in a challenging corporate environment For immediate considera combination ofeducationandexpertence Fourtofive years experience In bene-
breakdown of qualified circulation, lion send resume to fit plans or financial management is necessary
May 3, 1982 issue, as submitted to Sa:ary range $19,697-$31,056
BPA for June 1982, BPA Publishers Liz Devendorf, Human Resourieb

Please submit resume by May 20 1983 to 1_GLIC
Statement ROLLINS, INC

2170 Piedmont Road, N E
UNIVERSITY OF MISSOURI-COLUMBIA

Associates, Inc
Atlanta, Georgia 30324

PERSONNEL SERVICES
170 Broadway

309 HIM Street

Columbia, MO 65211 New York, N Y 10038
Equal Opportunity Employer

AN AFFIRMATIVE ACTION/EQUAL OPPORTUNITY EMPLOYER
(212} 227-8000
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ISO unveils new property insurance forms
Continued from page 1 with other policies with similar The proposed form drops any ref- time period would be the 12 months "interruption" is updated to extend
cancel a policy with 10 days' language," said Mr Fusco erence to "tools" although lt does of the policy year. instead of the 12 to a power or utility "failure "
written notice for non-payment or add "fixtures " months following the loss Coverage is broadened, ISO says,

with 30 days' notice for any other In addition, it restricts coverage by covering losses by fire or com-
Coverage formsreason The current standard fire by adding that the fixtures, ma- Causes of loss bustion explosion that result from

policy provides only five days' no- There are three different cover- chinery, equipment, building ma- ISO has arranged the three basic the explosions of steam boilers,
tice ages that can be used separately or terials and supplies are only cov- coverages so that the buyer can steam pipes, steam engines or steam

The proposed form also clearly in any combination to form an ered "when intended to become a order them in compact, midsize or turbines owned or operated by the
addresses the question Does an in- overall commercial property pol- permanent part of the building or Cadillac-like form It does this by insured The damage to the boiler
surer have any legal responsibility icy All three are subject to the structure described in the declara- separating the causes of loss-or itself is not covered
for the safety of his insured's prem- common policy conditions and tions " perils insured-into four distinct The broad form adds coverage

Isesp commercial property condition • Several classes of property modules They are the basic form, for breakage of glass, falling ob-
Recently, a manufacturer tried to forms that are covered for everything ex- broad form. special form and Jects, weight of snow, ice or sleet,

prove that insurers are liable for The proposed coverage forms de- cept windstorm or hall damage earthquake form However. the water damage and collapse along
the precision of their loss-control tall terms for building and personal under the existing form are ex- earthquake form was not released the lines of existing forms Limits
recommendations, but eventually property coverage, builders' risk cluded from the proposed builders' by ISO because it is Stlll being pre- of payment for glass coverage are
dropped the lawsuit (BI, Dec 27, coverage and business-income cov- risk coverage, although ISO notes pared increased to $250 from $50 for each

1982) erage they can be picked up by other pol- One of the most important plate and to $1.000 from $250 for
The existing property insurance The first two rev.sed forms are icies or by endorsement They are changes is in the area of contrac- any one occurrence

forms also say that the insurer patterned after existing forms and lawns, trees, shrubs, plants, signs tual liability Under all three The proposed form eliminates

could not be held liable for its the third replaces a variety of ex- and radio-TV antennas Also ex- causes-of-loss forms, an insurer coverage for water damage in a
safety inspections, but the proposed isting "business interruption and cluded are aircraft, watercraft, would not defend or pay any dam- case where a policyholder has
form says it much more clearly and extra-expense" forms autos, trailers, semis and over-the- ages that a policyholder becomes failed to do his best to maintain
emphatically And, the statement is The building and personal prop- road vehicles legally liable to pay solely because heat in a building or has failed to
now right up front erty form adds that coverage lS for The draft business income form of a contract or agreement ISO drain the equipment and shut off

"We have the right, but are not "direct physical loss of or damage lS Intended by ISO to replace three calls this change a "clarification." the water if heat is lost Currently,
obligated, to inspect your premises to covered property," instead of existing commercial fire/property although the existing forms are those restrictions apply only to va-
and operations at any time," the "direct loss" under the current gen- forms They are business interrup- largely silent on the question It is cant or unoccupied buildings
proposed common policy conditions eral property form tion, combined business interrup- an apparent effort by insurers to The broad form adds to mine

form says It also tion/extra expense and rental make sure risks they weren't aware subsidence coverage the collapse of
"Our inspections are not safety • Withdraws the option of value insurance coinsurance Of of aren't piggybacked onto existing transit tunnels and covers glass

inspections," it stresses
.They re- choosing a "per item" deductible the three coverage forms, ISO has policies breakage caused by volcanic erup-

late only to the insurability of the and replaces it with a "per occur- made the greatest number of ad- Here's a brief look at details of tion (as opposed to volcanic action)
premises and operations and the renee" deductible only However, justments in this one-many of the three causes-of-loss forms The special form covers all risks

premiums to be charged We may the amount of the deductible is left them quite technical The basic form would cover di- of direct physical loss and is in-

give you reports on the conditions to be stated in the master declara- The proposed business income rect physical property loss from tended to substitute for four types
we find Any inspections or reports tions In the current property pol- insurance form drops the "gross fire, lightning, explosion, wind- of existing "all-risks" coverage
are for our benefit only and are not lay, the deductible is stated as $100 earnings" approach and relies on storm or hail (but not frost, cold The form contains the traditional
an undertaking for the benefit of per item and $1,000 in the aggre- "business income" or "net income weather or ice, snow or sleet), exclusions for wear and tear, rust,
anyone else gate plus continuing expenses" to quan- smoke, contact with aircraft. space- errors in workmanship or design,

"We may also recommend • Refers to "outdoor fixtures" tify a covered loss The form clari- craft or vehicles, riot or civil com- extremes of temperature or inven-
changes While they may help re- instead of "yard fixtures" as in e- fies that "net income" refers to pre- motion, vandalism, sprinkler leak- tory shortages
duce losses, we do not undertake to isting form Incidental personal tax profit, also known as income age, sinkhole collapse, mine subsid- Exclusions for loss due to set-

perform any duty to provide for property coverage is broadened to from operations or income before ence or volcanic action tling, cracking, shrinking or ex-

the health or safety of workers or include property that services taxes Current exclusions of sonic boom pansion are extended generally to

the public And we do not state or premises, rather than Just build- Coverage is for "actual and nec- and water hammer are dropped apply to all property, not Just pave-
imply to you, nor do we assume any ings, such as lawn mowers or snow- essary loss of business income" in- Bursting of water pipes, electric ments, foundations, walls, floors,
responsibility, that your premises plows stead of "actual loss sustained" arcing and rupture or bursting of roofs or ceilings as currently
or operations 1) Are safe or not • Excludes from all coverage under the present form rotating or moving machine parts A key clause excludes from theft

harmful to health, or 2) Comply outdoor radio or television an- The form also due to centrifugal force or meehan- coverage loss of "property that lS

with laws, regulations, codes or tennas, including lead-in wiring, • Defines the beginning and end leal breakdown remain excluded believed to be missing, but there is

standards ' masts or towers Also excludes out- of the coverage period Coverage The sinkhole and mine subsid- no physical evidence to show what
side fences, piers, wharves and begins "with the date of direct ence coverages are currently only happened to it "

Commercial property
docks, retaining walls that are not physical loss or damage" and ends available by endorsement Volcanic Also excluded are dishonest or

part of a building, brldges, walks, "when the property at the de- action applies to the blast, shock criminal acts by the insured or the
conditions form roadways, walks, patios or other scribed premises should be re- waves, ash, dust. particulate matter insured's employees, partners,

This one-page form contains the paved surfaces The current form paired, rebuilt or replaced with re- or lava flow resulting from an directors, trustees or agents
seven conditions that apply to all only specifies that these losses are sonable speed and similar quality " eruption, but it doesn't cover earth The optional theft exclusion
commercial property coverages- excluded when caused by wind- The end point represents a change movements The current policy form, which would reduce pre-
basic, broad or special storms or hail, which is the most from the existing form, which spe- only covers broken glass from vol- mium, is more restrictive than the

It expands the property coverage common way they are caused cifies fixing the equipment with came action current forrn

to include losses suffered in Puerto • Excludes loss of outdoor grain, "due diligence and dispatch " The The new form exlcudes coverage It excludes all Zoss by theft, re-

Rico and Canada, plus it makes two hay, straw or other crops The cur- covered time is called the "period for mudslides and mudflow because gardless of whether the property
other important changes from ex- rent form excludes these losses of restoration " it is available under a flood policy involved is attached to and made a

isting forms only when they are caused by • Defines "extra expenses" as Coverage for a power or utility part of the building .

One, clearly favorable to buyers, windstorm or hail those necessary expenses incurred

extends to 24 months from 12 e Extends existing coverage to during the period of restoration
months the time within which an include windmills, windpumps or that would not otherwise have
insured may bring a lawsuit against their towers, crop silos or their con- been incurred had there not been a

BC/BS of Virginia offering
the insurer after the insured "first tents, metal smokestacks, outdoor loss They are catagorized, accord-
has knowledge of the loss " The fixtures, outside awnings, indoor ing to ISO, as necessary extra ex- workers cost-control awards
current form starts the clock tick- fences, outdoor swimming pools penses Incurred to minimize the in-
ing at the "inception" of the loss, and beach or diving platforms terruption of business either 1) If A health insurer is trying to woman said

regardless of when the insured • Raises to $250,000 from $25,000 the insured cannot continue opera- lower its 1983 health care costs by Under the cash incentive, all
learns of it Mr Fusco says the ex- or $100,000 (depending on form), tions, or 2) By continuing opera- awarding employees with days off BC/BS of Virginia will be eligible
tension to 24 months was "a liberal- the maximum extension of build- tions whether at the described and cash for cash awards if the entire plan's

ization to the real world We proba- ing coverage to newly acquired or premises or temporarily else- The nearly 1,000 employees of cost does not exceed a set amount
bly couldn't enforce the 12-month newly constructed property where Blue Cross & Blue Shield of Vir- The insurer estimated that em-

limitation anyway " • Increases to $1,000 from $500 • Imposes new burdens upon a ginia based in Richmond and other ployee health care bills could cost it
The second change is critical to the amount of coverage available policyholder which files a business district offices can earn a day off $2 l million without employee cost-

risk managers or insurance buyers by extension for the cost of recon- income loss claim The proposed three ways containment incentives and $1 9

who handle multiple, sometimes structing records, including com- policy requires the insured to no- First, employees can earn free million with them If the total 1983overlapping lines of insurance puter records, where duplicates tify the police if a law may have time by having one of six proce- health care bill is less than $1 9 mil-written for different entities exist Coverage is only for blank been broken, to preserve damaged dures performed on an outpatient lion the employees will receive 50%
and/or perils It is ISO's attempt to materials and labor property for examination and "re- basis rather than in the hospital of the savings

unveil a model "other insurance" • Eliminates suspension of cov- sume all or part of your 'operations' The procedures are dilation and As of early April, BC/BS of Vir-

clause for property coverage erage when an insured loss follows as quickly as possible " The current curettage, laproscopy, tonsillec- ginia had no statistics to gauge how
Overlapping policies may be ex- an explosion or riot form requires only that the insured tomy/adenoidectomy, excision of much employees may receive in

cess of one another or they may The proposed builders' risk cov- resume -normal" operations "as breast cysts or biopsy, myringo- cash bonuses, she said
share according to their limits the erage form lS designed to replace soon as practicable" tomy/typnostomy (eardrum proce- Other plan changes include

cost of settling a joint claim the current combined usage of the ISO's description of this coverage dures) and arthroscopy of the knee • The addition of a $35 deduct-

ISO's draft property policy takes standard fire insurance policy and change says it would allow insurers < Second, if hospital maternity ible for each emergency room visitthe second approach to allocate the builders' risk completed value "to avoid hability when the insured stays for employees or covered Previously, employees paid no de-coverage where two property poll. form The coverage appears to be has either delayed the resumption spouses are limited to three days, ductible There still is no deductible
cies insure the same risk slightly narrower than the existing of operations through mefficiency the employee earns a day off for visits to doctor offices or free-

If both policies are written on the forms in at least two respects or lack of interest, or has decided Third, employees who hit tar- standing emergency clinics
proposed new form, they will share • The current f orm covers not to resume operations at all " geted annual medical cost limits • The elimination of the dollar-

losses on a pro-rata basis according "builders' machinery, tools and The draft business expense form will also be rewarded The targets amount cap on outpatient X-rays
to their limits, the new form says equipment including mobile or pre- extends to 60 days from the present are $75 or less for single employees, and laboratory tests The previous

If only one policy is written on fabricated structures owned by the 30 days the amount of time for $113 or less for an employee and cap was $150the new form, it automatically is named insured while (A) in or which an insurer will pay losses re- minor dependent, and $225 or less • Increasing the major medical
excess to policies written on the ex- on the described buildings, or (B) in sulting from direct physical loss of for a family limit to $1 million from $250,000

isting form the open (including within vehi- or damage to electronic data If employees don't participate in Presently, BC/BS of Virginia

"I think it is a more defensive cles), on or within 100 feet of the • Revises the method for apply- any of the incentives, they cannot employees aren't charged for their
move to put us on the same footing described premises " ing coinsurance The applicable earn tree time, a BC/BS spokes- first-dollar medical coverage .
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Potential liability could stall GAF plans
Continued from page 2 such as purchasing retroactive in- fort to do through the side door filed with the Securities and Ex- vesting Co, have offered to defend

Allied has talked to a number of surance or forming a trust fund to what Manville did through the change Commission, the company and indemnify GAF in asbestos
experts familiar with the asbestos pay claimants may not be feasible, front door " as of Feb 28 faced approximately cases pursuant to a purported reser-
problem and has been told there Mr Crary says Manville Corp filed for reorga- 12,300 asbestos lawsuits and had vation of rights, according to the
are "no absolutes" in terms of cost "I would be amazed if this deal nization under Chapter 11 of the settled 3,900 others 10-K report
and number of claims, but that he could go through," adds Richard Federal Bankruptcy Act last Aug It is also suing its insurers in Cal- INA, one of GAF's primary in-
hoped something could be worked Epstein, a professor of law at the 26, in part to escape liability from tfornia to seek reimbursement for surers, has since been paying all
out University of Chicago, noting the future asbestos claims past expenditures as well as de- defense and indemnity costs re-

As of Feb 28, GAF faced 12,300 complicated nature of the transac- The GAF spokesman, however, fense and indefmnification for all lated to asbestos cases and con-
lawsuits from asbestos victims, tion and the legal uncertainty of denied that the liquidation was a present and future asbestos cla ms tinues to do so, the report added
though ltS defense and indemnifi- the area means to avoid liability or that GAF also seeks compensatory and GAF believes that its insurance

cation costs are being handled by GAF and other asbestos defendants punitive damages for breach of in- coverage is "substantially in excess
its insurers and the company says it But an official at Standard & were in similar situations surance contracts, violations of the of pending claims," the spokesman
has enough insurance to pay pend- Poor's Corp says she believes an GAF lS not facing an over- California Insurance Code and bad for the company said
ing claims agreement could be worked out, whelming number of claims, the faith from the insurers As part of its hquidation, GAF is

Despite Mr Peabody's com- though she did not elaborate If the spokesman explained, adding that The company is also currently also selling 80% of its building ma-
ments, some observers do not think 1Ssue lS unresolved, however, GAF settlements and indemnifications discussing a possible settlemert of terials division to Southwestern
a deal between GAF and Allied can may have to set funds aside for dis- made so far by GAF represent only the litigation with its insurers, the General Corp of Colorado The
be reached tribution to asbestos plaintiffs about 2% of the total amount paid GAF spokesman said GAF spokesman said the deal with

According to Calvert Crary, liti- rather than shareholders if it even- by all asbestos defendants And, he Only since 1979, Insurance Co of Southwestern General differed
gation analyst for Bear, Stearns & tually liquidates, says Elizabeth Sa- pointed out that all GAF's claims North America, a unit of CIGNA from the proposed sale to Allied be-
Co, a New York investment re- gurton, a ratings officer for the se- have been covered by insurance Corp, and Home Indemnity Co, cause the Southwestern General
search firm, it is unlikely an agree- curities rating firm He declined to say how much Home Insurance Co, and City In- sale included only assets, not liabi-
ment can be reached between the Plaintiffs' attorneys, meanwhile, product liability or general liability surance Co, all units of Cit> In- lities
two companies, partly because of are also closely watching the pro- insurance GAF has available to pay
the difficulty in getting around the ceedings to make sure the interests asbestos claims or to confirm an es- 1
doctrine of transferee hability that of their clients aren't Jeopardized timate of the company's potential I
says successor corporations are 11- "I and others (plaintiffs attor- asbestos liability as $100 million
able for claims neys) are terribly concerned about But he added that the liability was insmneo ser,le= guide

In addition, because of the uncer- it," says Thomas Henderson, plain- "well-within" the company's and
tainty of the number of asbestos tiffs' attorney with the Pittsburgh its insurers' ability to handle the
lawsuits that will eventually be firm of Baskin & Sears "It has oc- pending claims GYORY ASSOCIATES, INC. • Fire Protection Engineering

• Sprinkler System Designbrought against GAF, alternatives curred to us that it might be an ef- According to GAF's 10-K report
PROFESSIONAL RISK MANAGERS • Underwriting Reports

• Fire and Secunty Alarm System Design
Risk Financing • Butiding and Fire Code Consultation

Most damage from quake Insurance-Risk Consulting • OSHA-Salet¥ Engineering

Latent Disease Product Liability Manag€ment Schirme,
172 Franklin Avenue, Ridgewood, SCHIRMER ENGINEERING CORPORATION

N J 07450 (201) 445-8350 101 Lake Cook Road· Beerlield Il 60015 · 312 212 8340

not covered by insurance Information About Software Systems
CASUALTY ACTUARIES, INC. for Claims, Benefits and Risk Analysts
RobertFLowe FCAS,MAAA,FCA Call or Write

Continued from page 2 the local Bank of America branch the spokesman added • Loss Reserve and Rate Evaluations for RESOURCE INFORMATION
Most of the damages to busi- office Bank of America's proper- insurance Companies and Se'f-Ir,-

sureds MANAGEMENT SYSTEMS, INC.
nesses will not be covered by earth- ties are covered for earthquake All operations have been shut • Statutory letters of opinion on loss and 7800 W College Drive,

quake insurance, insurance indus- damage, including lost earnings, down pending damage inspections, loss expense reserves Palos Heights, IL 60463
12300 Olive Boulevard Phone 312/448-5911

try sources say extra expense and property dam- though production will probably St Louis MO 63141

"Even if they have (property) in- age, according to Norm Wintemute, resume this week, he said Da- (314) 878-5002
Benefits News Anal¥sissurance, the chances that they have a bank vp maged tanks will be drained and

earthquake coverage are very re- repaired and activity at individual -EMPLOYER'S HEALTH- The magazine for benefits managers

Analysis of corporate benefit practicesmote," said Michael Staring, Fresno The Coalinga branch may have wells will begin as soon as they are BENEFITS NEWSLETTER
Flexible Benefits Cost Containmentfield office claims manager for suffered some damage to its heating inspected Cost containment. plan design.

HMOs. health policy, original re- Savings/401 (k) Communication
Hartford Insurance Group and air conditioning plant and to its Standard of California is self-in- search and more A unique source Systems/Admin International

Mr Staring estimated that Hart- reinforced concrete slab roof, but sured for any property damage or of information s,nce 1976 $35 00
per year FREE SAMPLEford might pay a total of $50,000 in damages will probably not exceed business interruption losses but the

Free cooy-203/393-2272

Personnel Research Assoc.
Box 4033 New Haven, CT 06525

claims on about 200 commercial the policy's deductible, said Mr losses aren't expected to be signifi- 49 Oakridge Rd.

fire, homeowners and automobile Wintemute, who did not want to cant, the spokesman said Verona, N.J. 07044
SMART'S HEALTH & SAFETY

policies written in the area reveal the size of the bank's de- "I'd be much more concerned
MANUAL FOR

ductible about the corner grocery store in
Most of the commercial policies Bank of America has closed the Coalinga," he said ATWOOD & CO. PUBLIC AGENCIES

did not Include earthquake cover- office but is providing banking ser- Shell 011 Co, which operates Consulting Actuaries • 30 DAY FREE TRIAL •
age, he indicated Because of the vices from a mobile trailer 1,000 area wells producing 13,000 Claim Reviews DARRELL HEPPNER, SMART'S

nature and age of many of the Structural damage to the ceiling barrels of oil a day, suffered "heavy Reinsurance and Reserve Analysis 154 Sunnyalde Dr., San Laandro, CA 94577
/ town's buildings, most property and walls of the local Security Pa- damage" to buildings in the field, for Captives and Self Insurers

5000 Ambrose Aveowners probably considered the cific National Bank branch would though none of its 70 area employ-
Los Angeles, CA 90027 AutoLab-

coverage too expensive, Mr Star- be covered if the loss exceeded the ees were hurt, said a company
ing said

(213) 661-9260 Automotive Engineering Consultants
bank's $15 million deductible, but spokeswoman

• Accident reconstruction
"I doubt that anyone will get "it's nowhere near that," a Security • Special Engineering Studies

much of anything from insurers Pacific spokesman said Four storage tanks holding FIREMAN & KRAMER • Tire failure analysis

We don't have a lot of exposure Pacific Gas & Electric Co suf- crude oil, fuel oil and water were • Highway Safety Design
Defense Counsel • Fire investigationthere, and most insurers won't," fered several downed power lines cracked and will have to be • Mechanical testing

said Chuck LeFay, claims manager in the Coalinga area, as well as drained and repaired, the spokes- All NYC Area Courts • Technical case Review

for Mission Insurance Co, which damage to ltS downtown office and woman said Contact Anthony LaBella, Esq Division of 212-994-9400

expects to pay a maximum of a partial collapse of a power substa- In addition, a crude oil pipeline 305 Avenue U Allen Dahle & Co, inc 914-694-1222

$150,000 on commercial fire, liabil- tion, said a PG&E spokesman No connecting the field to Shell refin- Brooklyn, New York 11223 65 West Red Oak Lane 516-466-2646

ity and inland marine policies damages were reported outside the eries near San Francisco and Los (212) 996-9600 White Plains NY 10604 203-869-5566

The lion's share of this will be Coalinga area and power has been Angeles was shut down automati-
paid to the Coahnga Inn, a down- restored to "virtually everyone cally when the quake hit Insurance Reinsurance Corporate Risk Maragement Captives

town hotel that was destroyed by who needs it," the spokesman ex- The pipeline is owned by Shell Professional Loss Reserve Fina•tcial Management

the quake The hotel did not have plained but operated by Getty 011 Co A Specialists Mvesttgalors Consultants

earthquake coverage in its property Getty spokesman said the 20-inch John J O'Connor & Co.

policy, but damage to some of the PG&E expects losses won't ex- pipe has been inspected for 60 miles Watch Hill Road

building's contents in a fire after ceed the $15 million deductible on on either side of Coalinga and that Watch Hill, Rhode Island 02891
the quake will be covered, Mr its property policy, he said no damage has been discovered yet
LeFay said Several 011 companies have shut While the pipeline is shut down, oil Serena M Casey John J O'Connor. Esq

Consultant & Principal Consultant & Principal
down oil and gas pumping opera- will be shipped to refineries by

No one expected anything tions in fields near Coalinga while truck, the Shell spokeswoman said Phone (401) 348-8386

that powerful that close to the awaiting the results of damage in- All of Shell's wells are also shut (24 Hour Service)

built-up town," so most property spec tions down for inspections and some are
owners didn't buy earthquake For example, Standard 011 Co of reported to have been damaged un- investigattonl Specialized · Fraud • Conflict of interest

cover, he added California operates about 1,400 oil derground, she said The extent of Loss Reserves Cen,Acalion and Sterement of opmton • Reserve - IBN R analysts &
A spokesman for Fireman's and gas wells in the area, producing the damage lS not known and can- emluation

Fund Insurance Cos said the com- about 10,000 barrels of oil a day It not be estimated, she added Reuuurance Audit-Reviev, • Secunt> Analists & opinion • fnvestigations • Loss Reserve
pany may pay roughly $100,000 in also owns two nearby pipelines and portfoho Reinsurance • Financial Guaranty Remmrance

claims on about 90 property policies several storage tanks, a company Shell officials would not com-
C/mins. Program menwor:ng & analynt · Managemen' of Claim Administrators and

with earthquake endorsements in spokesman said ment on the company's insurance Contract A2justors . Superviston of Major bligation & Major investigations •

the five-county area around Coa- "Relatively minor" damage was Union Oil Co's 90 nearby oil and Major Case op:mon . Claim monagement evaluation • Expert opinion •Audit-

linga sustained in the quake, including gas wells are also shut down for ln- Review • Run-o# management

Although some corporations had cracked storage tanks, broken pipes spections and the company suf- Merge,/Acqumtion. Analysts of Properly - Casualty Insurors Remwors & Captive insurors .Due

earthquake insurance covering and shifting of some steam genera- fered "minor" damage to a storage ddigence mmt,gations

their properties, losses in Coalinga tors off foundations, he said The tank and a wooden warehouse, a Regulatwy Management Consuhing · lnsum.e Department bason

will probably not be high enough to company is also looking Into the company spokesman said Union Corpor*te Special invest,gations • Captives • Fronting • Self-Insurance • Remsurance
exceed deductibles possibility of underground damage will be self-insured for any prop- analysis

Practically the only building left to the wells, but company geologists erty losses from the quake, the Expert Witnes Insurance & Reinsurance matters . Arbitralion

standing in the downtown area is are "not too concerned" about it, spokesman said .
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J By LEONARD M. WILSON
I The recent acquisition of NERA, an eco- report But, the focus of this brokerage's re-

230' Special to Business Insurance nomic consultant, was a step toward further port seemed to deal with the organizationaldiversification
225 V balance of the firm Activities at Corroon &TT IS ANNUAL REPORT time We have
220 Realistically, though, insurance brokerage Black have been grouped within four units
215

lfound that the tone and content of annuals will dominate the company's outlook for the brokerage, benefits and specialties, reinsur-i often convey useful insights about how com- indefinite future
210 ance, and underwriting managementpany managements view prospects for the Alexander & Alexander Services Inc 's an-205 We think this organization along
299 :i coming year In the case of the insurance bro- nual report stressed the importance of a dedi- functional lines is an important development

.*..)...P>.*40 $ ..2 kers, sober resignation to continued hard cated staff through a series of vignettes about stage in the evolution of Corroon & Black It times might be an objective representation of individuals within the organization The indicates that the company is now well-posi-/ the prevailing mood well-publicized difficulties at its Alexander tioned to exploit opportunities as well as toNo room for Pol- Howden Group PLC unit and lackluster cope with a difficult rate environmentThe Bus,ness /nsurance stock index dropped lyannas might be an- earnings for 1982 provided A&A with little
slightly during the week ending May 3 as Indus- other way of putting it In effect, 1982 was a year of consolidationlatitude for accentuating the positive m a distinctly positive sense at Corroon &try stocks d,pped for the first time since April 5. Marsh & McLennan In fact, "frustrating and disappointing" Black
The index fell 1.9 points to 269.9 from the rec- Cos Inc seemed to be was the description for the year used in the Expectations have clearly become circum-ord of 271.8 set on April 26. Twenty stocks were the most expansive of 4 * A 1 letter to the shareholders

scribed for the publicly held insurance bro-up, 10 were unchanged and 34 were down. The the publicly held bro- The annual report's people orientation, kers as a group Affirmation of growth po-leading gainers were United Services Life In- kers Perhaps the small though, imparted a sense of Alexander & tential have yielded center stage to espousalssurance Co., 10.3%; E.H. Crump Cos. Inc., 8.0%; increase in earnings for Alexander's broad capabilities in insurance of cost reduction and organizational align-CNA Financial Corp., 7.9%; Aneco Remsurance 1982 was heartening in services and ancillary services This breadth ments
Co. Ltd., 7.4%; and Amencan Bankers Insur- light of the general I -S I suggests that Alexander & Alexander re- Maybe this is not all bad If the insuranceance Group, 6.3%. The largest losses were re- pressure on profitabil- Mr. Wilson
ported by USF&G Corp., 10.7%; Statesman mains a formidable presence in domestic in- cycle does not turn in 1984, austerity will be aity That relatively
Group Inc., 8.3%; Chubb Corp., 7.7%; St. Paul surance nothwithstanding the poor publicity far better posture than optimism-whether itsolid performance at M&M also provided a generated by the Howden affair be cautious or any other kindCos. Inc., 7.7%; and General Re Corp., 6.9%. point of departure for citing the year's ac- The internationalization of the company is
The Bus,ness /nsurance index dropped 0.7%, complishments moving forward, as well France, West Ger-
while the New York Stock Exchange composite Marsh & MeLennan continued to empha- many and the Netherlands became new
average increased slightly during the same pe- size its global capabilities Retail insurance arenas of activities for A&A through the ae- Financial briefs
rlod.

brokerage has been organized on a world- quisition of minority interests in two inell-
wide basis to enhance service to large mul- ginous insurance brokerages Two new ven- Reed Stenhouse

British Issues tinational clients The thrust toward interna- tures were also begun in Spain and Portugal Reed Stenhouse Cos Ltd has agreed to sell
1 Week tional brokerage will surely be given further The thematic concentration of Frank B 11 million Class A shares though a private

3 May Pnce P/E On, Yield High-Low impetus m the years ahead Hall & Co Inc 's annual report was on func- placement with institutional investors for ap-
Companies pence pence % pencepence The smooth integration of M&M's British tion within the insurance brokerage Indeed, proximately $17 million
Comml Union 155 470 1686 109 157- 150 acquisition, C T Bowring & Co, was also un- the report was virtually a primer on how in- The proceeds of the sale will be used forEagle Star 405 16 1 2429 60 410- 405 derscored in the annual report Marsh & surance brokerage works in its many facets acquisltions or, in the interim, to reduce bor-Gent Accident 445 14 2 24 29 5 5 450- 430 MeLennan wanted to reassure its stockhold- When the report dealt more specifically rowing and increase debt capacityGdn Royal Exch 460 12 2 27 86 6 1 465- 460 ers that the widely publicized problems in with Frank B Hall itself, it conveyed the im-Phoenix 334 183 2500 75 334- 328 The company also announced that it is aC-
Royal 540 140 3786 70 545- 532 London had not tainted Bowring In addition, pression of a company bent on pursuing a tively exploring acquisition candidates as
Sun Nliance the British subsidiary's creditable operating service organization We counted about 60 part of its ongoing strategy1175 161 6557 5 8 12M-1175

progress in 1982 deserved comment discrete services provided by the firm, as
Brokers The possibilities for diversification were keynoted in a graphic portrayal The new
CEHeath 330 92 1871 57 343- 330 touched upon briefly 4, slogan, "The Protection Connection," rein- Armco

Specialized profes-
Hogg Robinson 115 88 857 74 115- 106 sional services" is a phrase that is used to de- forces Hall's image as a delivery system for
JH Mmet 131 125 650 50 133- 131 Armco Insurance Group Inc posted an un-cribe other, potentially compatible activities risk management services
Sedg Grp 234 134 1000 43 235- 234 profitable first quarter, according to parent
Stenhouse Hidg 122 114 786 64 124- 122 In the realm of operations, the letter to the company Armeo Inc Without specifying the

shareholders chronicles the imposition of size of the loss from its insurance operations,Stew Wnghtson 280 10 2 20 43 7 3 280- 278
Willis Faber 560 148 2500 45 563- 560 Leonard M Wilson, a vp of L F Rothschild, strict restraints on expenses for 1983 The Armco blamed the poor results on its inabil-Unterberg, Towbin in New York, special- program appears to reflect management's de- ity to offset underwriting losses with taxSource Philip Olsen/Alan Clifton, Insurance Industry ues in znsurance brokerage stocks He ts a termination to maintain earning power in the benefitsSpecialats Kitcat & Aitken Stockbroken, member of the New York Society Of Secu-London face of immobile rate competition Armco did note, however, that ltS Euro-nty Analysts Corroon & Black Corp also cited a cost- pean property/casualty subsidiaries posted

containment program for 1983 in its annual improved earnings during the first quarter
and showed a modest profit

Bl Industry Stock Regort Crum & Forster
Crum & Forster Inc helped its new parent,MAY 3, 1983 4/27/83 THRU 5/3/83 Xerox Corp, to a 26% gain in first-quarter

Insurance Cos Pnce % Chg P/E $ 0,v % Yld High Low Vol (000) MAY 3, 1983 4/27/83 THRU 5/3/83 profit from continuing operations by posting
----I-'-I

Aetna Life & Cas Co Pice % Chg Z S °" % Y"d !!E 1low Vol (000) net income of $37 million for the quarter, up
--

American Bankers Ins Group NYSE 41.63 18 73 2.64 6.3 42.50* 41 00 1,084 5 Travelers CorpOTC
51%

14.75 63 115 050 34
American Gen Irs Co 14.75 13.88 450 7

NYSE 68 75 -0 7 87 240 35 NYSE 31 25 -5 3 85 180 58United hre & Cas Co 33.75 31.25
American Indty Finl Corp 70.50 68.38 655 8

OTC 225.0 OTC 31.00 Without Crum & Forster, Xerox's first-
1950 -31 144 112 57 0 0 10 2 0.88 2 8 31.00 31.00

American Intl Croup Inc OTC
20.00 19.50 21 8

7025 -54 125 044 06 75.25 70.25 0 6 quarter profit from continuing operations377 1 liMited States Fid & Gty Co NYSE 45 75 -10 7 11 5 3.84 8 4 50.88 45.75 722 9 would have been down by 35% to $987 mil-United Svcs Life Irls Co
American Natl Ins Co OTC

Uslife Corp 2550 103 76 100 39 25 50* 23.75
American Sts Life Ins Co OTC 18.75 42 79 084 45 19 13 18 00 4,296 3 Washington Natl Corp 49 7

OTC NYSE 25.63 -1 0 71 088 3.42875 45 80 088 25.63 25.00
AneCo Reins Ltc OTC 3.63 7 4 90 6 0.00 0 0

31 28 75* 277 2 lion compared with $1023 million for the
3.75 NYSE 31 25 -6 0 15 1 1 08 3 5 31.25 31 00 399.2 three months of 198228.00

Avemco Corp 3.50
1 1 Zenith Natl Ins Corp

45 3 OTC 21 25 -3 4 10.3 0.80 3 8AMEX 15.75 -2 3 94 058 37 22.00 21.25 30 2
Banks Iowa Inc OTC

16.00 15.75 10 4 .....

42 00 -1 2 11 1 1.52 3 6 INSURANCE COMPANIES
43 00* 42.00 30 AVERAGE 10 2 38

Bitco Corp OTC Agents/Brokers3900 00 68 200 51Carolina Cas Ins Co OTC
39.00 39.00 20 Aetna Life & Casualty

Chubb Corg 7.75 0 0 10 2 0.32 4 1 7.75
OTC 7.75 00 Alexander & Ale*ander Svcs

55.13 -7.7 8.6 2.92 5.3 NYSE 21.75 0.0 00 100 46Combined Intl Corp 59 88 55.13 245 4 Baldwin & Lyons Inc 22.63 21.63 406 6
NYSE 33.38 -4 6 11 3 2.00 6 0 Aetna Life & Casualty Co reinsured a bigContinental CorD 35.00 33.38 230 0 Corroon & Black Corp
NYSE 34.50 -1 8 19.1 2.60 7.5 OTC 41 50 0 0 7 6 0 80 1.9 41.50 41 50 2 2 block of medical malpractice business to35.25 34.25 NYSE 26.63 2.4 14.2 1.80 6 8

443 5 Crump E H Cos Inc 27.38 26.50 55 5

Crawford & Co OTC Emett & Chandler Cos Inc
2025 -58 14.7 060 30 OTC 11.88 80 172 040 34 12.38* 1175 793 boost its first-quarter operating earnings byOTC 10 75 -1.1 00 000 0.0Crown Life Ins Co 21 75* 20.25 10 88 10.63 17 8

Employers Cas Co OTC 107.00 -2 7 70 3.10 29 110.00 107.00
OTC Hall Frank B & Co Inc $483 million and help make up for the loss of

Equifax Inc 3925 13 82 120 31 39 25* 38.75 5 1 Integrated Res IncNYSE 32.88 -3.3 15 0 1.40 4 3 NYSE 32.00 1.6 15 5 1.70 5 3 32 50 30 88 544 5 disputed tax benefits, the company saysAMEx 35.63 -2 1 14 8 0.00 0 0
Excelsior Ins Co OTC 34 00 32.50 39 2 Marsh & Mclennan Cos Inc 37.13 35.63 407 5

11.00 00 00 070 6.4 NYSE 43.88 -0 6 12 7 2.20 5 0
11 00 11.00 78 Poe & Assoc Inc OTC 6.75 44 13 43.88 248 6

0 0 135 0 0.40 5 9 Aetna's commercial property/casualty op-
Farmers Group Iic OTC

Reed Stenhouse Cos Ltd OTC
47.00 3 3 12 8 1.36 2 9 1588 24 151 060 38 6 75 6 75 0 1 erations recorded a pretax loss of about $3Foremost Corp Amer OTC 48 00* 47.00 238 0 15.88 15 50 11 1

50 00 -4.8 15 3 1.24 2 5 ====.

Fremont Gen Cori OTC 52 50 50.00 15 4 AGENTS/BROKERS AVERAGE million in first quarter, compared with a loss24.75 -0 5 825 0 0.48 1 9 15 4
26.00 21.50 36

784 7Great West Life Assurn Co OTC 198 00 2 1 10 7 10 00 5 1 198 00 194.00 0 9 Conglomerates/Holding CosHanover Ins Co of about $5 million a year earlier, saidOTC 4725 -4 1 71 088 1.9 48.50 47.25 16 0 Charles T Bell, Aetna's director of investor
Hartford Steam Boiler Insptn OTC
Jefferson Natl Life Ins Co 5350 19 118 300 56 relations

OTC
54 50* 53.00 21 7 American Express(Fireman's Fd) NYSE 65 00 -4 8 13 5 1.80 2 8 69 00* 65 00 1,919 7

Kemper Corp 45.00 -5 3 11 6 0.76 1 7 47.50 45.00 Anderson Clayton(Ranger/PanAm) NYSE 32.88 -0.8 13 6 1.32 4.0 33.13 32.753 2 Armco Inc 57 7 Aetna's first-quarter aftertax operating in-Lincoln Natl Corp Ind OTC 50 13 1 8 9.5 1.80 3 6 51 25* 49 88 371.3 City Investing Co. CHome Ins ) NYSE 30.88 0 4 7.4 1.80 5 8 31.25 30 63 234 6NYSE 50.00 -2 4 89 300 60 NYSE 17 13 -1.4 00 040 23 17 75 17 00 643,2 come rose 18% to $119 million, including theMission Ins Group Inc 52 00 50.00
NYSE 37.63 -4 1 94 100 27

94 4

39.00 37.50 60 1
CNA Finl Corp (CNA) NYSE 20.50 79 8.5 000 00 20.50* 19.25 93 2 $483 million generated by the reinsuranceNationwide Corp Ohio OTC 41.75 0 0 15 3 0.70 1.7Northwestern Na-l Life Ins OTC

41.75 41.75 Control Data (Comml Credit) NYSE 47 50 -2 1 11 9 0 60 1 3 SO.00 47 50 1,457 7 transaction with Fireman's Fund Insurance33 63 -2 9 23 5 1.50 4.5 0 0 General Re Corp
Ohio Cas Corp OTC

34.88 33.63 NYSE 62.63 -6 9 13.2 1.28 2 0
53.88 3.6 10 2 2.52 4.7 66.75 62.63 394 4

Old Rep Intl Corp 53 88* Cos, compared with net income of $101 mil-52.25 144 0
17 8 Gulf Utd Corp

OTC 32.38 -1.9 8.3 0.92 2.8 Cigna Corp
0/lon Cap Corp 33.75 32.38 NYSE 27.63 18 86 132 48 27 75 27.38 787.4 hon for the first three months of 1982NYSE 4900 -30 73 248 51

NYSE 24.00 0.0 12.8 0.66 2.8 24 63 23 63 169 7 ITT (Hartford Group) 50 75 48.88 1,245 2
121 5 NYSE 40.00 6.0 8.4 2.76 6.9 40.75* 38.25 2,823.8 Mr Bell said most of the improvement mPreferred Risk Life Ins Co OTC 34.00 4.6 9.2 100 2.9 Optimum Hldg Corp

Provident life & Acc Ins Co 34.00* 32 63 OTC
OTC 10 1 8.13 0.0 7.8 0.00 0.063.50 -2 3 89 260 41 8.13 8.13 14 Aetna's overall results came from personalSt Paul Cos Inc OTC 65.00 63.50 19 1

64.63 -7 7 6.6 2.80 4.3 Seara Roebuck & Co. (Allstate) NYSE 40.13 -2.1 14.7 1 52 3.8 41 75* 40.00 3,576 9 lines and group insuranceBaldwin Utd CorpSafeco Corp 70.00 64.63 118 3 NYSE
OTC 57.00 4 6 11 9 2.40 4.2 9.25 13.8 4.4 0.88 9.5 10.13

Sri Corp 57.00 56.00 132 0 Teledyne Inc (Argonaut) 8.75 1,752.7
OTC 4700 -11 9.5 112 24 NYSE 141.38 0 3 12 2 0.00 0.0 146.38 140.50

47.38 47 00 59 3
Transamerica Corp 848 4 The 1982 first-quarter profit figure was

Seibels Bruce Group Inc OTC (Occidental & Fred S. James) NYSE 27.75 -0.9 9.1 1.50 5 4 29.00 27.50 322 1 aided by $71 million in future tax credits26.50 -4.1 13.1 0.80 3.0Statesman Group Inc OTC
28.25 26.50 86 9 =====

9.63 -8.3 7.1 015 1.6 CONGLOMERATES/HOLDING COS booked into current earnings The SecuritiesTok,0 Marine & Fire Ins Co 10.25 9.63 131 4 AVERAGE 12 4 2.8OTC 105.50 -1 5 16 9 0.92 0.9 107.50 105.25 17 0 *Record high/low since Jan 1 1983 and Exchange Commission has ruled that$*,tem den U¢man information *i,¢fm% Aetna can no longer use the controversial
practice and is challenging the insurer's pre-
vious financial statements that include the
tax credits (BI, Feb 21)
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"Hey, Al. I think I've found an insurer who won't
pull the rug out when the market hardens again."

If the handwriting on the wall tells you there's
another insurance squeeze coming, Hartford
Specialty has reassuring news. Our Special
Accounts Insurance Department (SAI D) will
still be a responsive market when some of our
competitors-caught between the rock of
increasing underwriting losses and the hard
place of declining investment income-will be
scrambling to repair poor books of business.

Find out how SAID can give you the insur-
ance protection and stability you need. For in-

formation, write Hartford Specialty Company,
Hartford Plaza, Hartford, Conr.. 06115.

Don't make a decision on any specialty busi-
ness without a quote from Hartford Specialty.

HARTFORD
SPECIALTY
Performance is our specialty.

Hartford Specialty Company An affiliate of The Hartford Insurance Group, Hartford, Conn. 06115. Products and services:
underwriting and risk financing programs. Claim, loss control and captive services. Global marketing and worldwide coverages.
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