
A

MAY 9,1988

Business
nSUFS,Ic

© Entire contents copyright 1988 byReporting weekly for corporate risk, employee benefit and financial executives / $1.75 a copy; $68 a year Crain Communications Inc. All rights reserved

Update
PBGC opposes proposal to axe
underfunded LTV pension plans
WASHINGTON-The Pension Benefit

Guaranty Corp. says it will oppose an
LTV Corp. reorganization proposal that
includes the termination of three massi-

vely underfunded LTV pension plans.
The PBGC's challenge came as Dallas-

based LTV Corp. last week outlined a
reorganization plan that assumes LTV
will make a "substantial" payment to
the PBGC to partially satisfy the plans'
$2 billion in unfunded liabilities.

In return for this payment-which
Continued on next page

Three fire losses may top $500 million
Property insurers and property owners are

facing losses that could exceed $500 million
from fires and explosions that ravaged
buildings last Wednesday in three states.

Miraculously, the three disasters may have
killed only five people, according to reports
at the end of last week.

Although Los Angeles fire officials at first
estimated damage to a 62-story downtown
office building at $450 million, they said
early Friday that they would release a lower
estimate of the damage caused by the fire
that destroyed five floors of the skyscraper.

While damage estimates from a fire at a
Shell Oil Co. refinery in Norco, La., were not
available last week, petroleum industry
sources say that it could cost as much as
$200 million to totally replace the catalytic
cracker that exploded at the plant last week.

In addition, officials in Henderson, Nev.,

estimate losses to surrounding property from
an explosion at a rocket fuel plant at about
$100 million. That estimate does not include
damage to the plant itself or a neighboring
candy factory, both of which were des-
troyed.

Owners of the fire-ravaged First Interstate
Bank Corp. building in downtown Los An-

geles say insurance will pay losses stemming
from the blaze, which also killed a mainte-
nance worker and injured 40 others.

Insurance Co. of North America, a unit of
Philadelphia-based CIGNA Corp., was the
building's primary property insurer, said a
spokesman for Equitable Life Assurance So-
ciety of the United States, which owned the
building along with First Interstate.

Primary liability insurance was written by
Continental Insurance Co. of New York, the
spokesman said.

Continental also wrote property insurance
that will respond to fire losses.

Kemper Group property/casualty national
companies wrote $350 million in property
insurance excess of $400 million on the
building and $250 million excess of $50 mil-
lion for personal contents for First Inter-
state.

Kemper does not expect the damages to
reach its limits, a spokesman said.

Fred S. James & Co. Inc. in Los Angeles
brokered coverage for the building.

The building owners and broker declined
to disclose the details of the coverage.

Many other insurers are expected to be
Continued on page 35

D&0 insurer pays
Seafi rst $46 million

to settle dispute
By MEG FLETCHER

SEATTLE-Seafirst Corp.'s excess directors and officers liability
insurer will pay $46 million to the Seattle-based bank holding com-
pany for a D&0 liability claim stemming from a suit the bank
filed against its own executives.

Seafirst reached the agreement in mid-April with National Union
Fire Insurance Co. of Pittsburgh, Pa., an American International
Group unit, ending three years of litigation (BI, May 2).

In response to Seafirst's D&O liability claim, National Union
sued the bank, contending the claim was not covered by its policy
because its directors and officers had fraudulently concealed infor-
mation or misled the insurer in securing the coverage.

Although the settlement amount was not disclosed, a recent quar-
terly consolidated financial statement issued by BankAmerica
Corp., Seafirst's parent, cited an April 19 agreement reached in
unnamed pending litigation that "provides for Seafirst to receive
income of approximately $46 million in the second quarter of
1988."

While Seafirst recovered damages for a suit against its own
directors and officers, it is unlikely the case will be a precedent for
other policyholders because the Seafirst litigation helped spur in-
surers to alter policy wording and tighten underwriting guidelines.

For example, "insured vs. insured" claims are now excluded
from D&0 liability policies to prevent companies from suing their
own directors or officers to recover from insurance policies.

Also, D&0 liability insurance applicants now must undergo more
rigid scrutiny, said National Union President Jeffrey W. Greenberg.

However, that may change as competition in the D&0 liability
insurance market heats up, a D&0 liability insurance expert says.

Seafirst also benefited from Washington state law that makes it
Continued on page 28
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A Las Vegas Metro Police helicopter hovers over the area near last week's explosion
of a rocket fuel plant southeast of Las Vegas. The blast killed at least one person.

Iowa ruling deals blow
to purchasing groups

By MEG FLETCHER

DES MOINES, Iowa-State insurance regulators can
require an insurer writing coverage for Iowa members
of a purchasing group domiciled in another state to be
admitted or authorized in Iowa, a federal court says.

The ruling is a setback for purchasing group propo-
nents, who argue that only the state in which a pur-
chasing group is domiciled-and not other states in
which the group has members-can regulate the
group.

"We now have a decision that is the first in the coun-
try that is directly on point on the 'located' issue," said
attorney Bruce Foudree, who represents Frontier In-
surance Co. in the litigation as well as six purchasing
groups that bought insurance from the Monticello,
N.Y., insurer. Mr. Foudree is a former Iowa insurance
commissioner who is now with the Chicago law firm of
Keck, Mahin & Cate.

Under the 1986 amendments to the Risk Retention

Act, purchasing groups cannot buy insurance from an
insurer not admitted or not authorized in the state

in which the purchasing group is "located."
Frontier and the purchasing groups argued that "10-

cated" referred to the state in which a group is domi-
ciled, while the Iowa Insurance Division argued that a
group is "located" in every state in which it has mem-
bers.

Iowa Insurance Commissioner William Hager called
the decision an "excellent" ruling that will ensure that
consumers are protected.

However, Mr. Foudree said the decision will limit
competition and reduce the number of insurers that
will underwrite liability insurance through purchasing

groups.

"We are certainly disappointed with the interpreta-
tion," added Marvin Tepper, Frontier's general coun-
sel. He added that Frontier has not yet decided
whether to appeal the ruling.

The Iowa decision "will have considerable preee-

dential value" and may influence more states to adopt
Iowa's approach, said Mr. Foudree.

While the decision is not binding outside Iowa, it
should provide "constructive guidance" for other
states, agreed Mr. Hager.

An attorney representing two insurers in similar liti-
gation also pending in Iowa expects that court to ren-
der a similar decision.

In addition, another federal court has upheld the
New York Insurance Department's authority to require
purchasing groups to meet rate and form requirements.
That decision is being appealed (BI, Oct. 5, 1987).

Most states already have indicated that they have-
or plan to-take a position similar to Iowa's, said
David Thornberry, a member of the Texas State Board
of Insurance who oversaw development of the National
Assn. of Insurance Commissioners' model risk reten-
tion law.

The April 27 decision by the U.S. District Court for
the Southern District of Iowa came in a 3-month-old

case brought by Frontier, which is licensed in New
York and Washington, D.C., and six Washington, D.C.-
based purchasing groups that bought insurance from
the Monticello, N.Y.-based insurer:

0 National Purchasing Group for Sexual Abuse,
Molestation & Exploitation, which primarily provides
liability insurance to children's summer camps.

Continued on page 34
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Update N.Y. insurers blame state
PBGC balks at LTV proposal
Continued from previous page
LTV officials described as larger than the PBGC's historic recovery for guaranty fund deficit
average of 7 cents per $1 of liability in underfunded plans the
agency has taken over-the three plans would remain terminated

"The cost associated with these pension plans was one of the By JUDY GREENWALD $1467 million, after distributing $70 2 million to the
major factors that put LTV into Chapter 11 The reduction of costs . policyholders of insolvent insurers A breakdown of
resulting from their termination is crucial to the company's suc- NEW YORK-Property/casualty insurers are livid how the money was disbursed is not available
cessful reorganization," said LTV Chairman and Chief Executive over the New York Insurance Department's move to The department plans to raise about $15 million
Officer Raymond A Hay replenish the state's property/casualty guaranty fund quarterly through the assessments, which are expected

But PBGC Executive Director Kathleen P Utgoff rejected the by collectively assessing them tens of millions of dol- to continue at least through next year, said a departi
proposal, saying "LTV made pension promises and must keep lars ment spokesman 4, They want to create a proper cush-
them LTV can afford ltS pension plans and the PBGC will oppose The insurers, which say they may sue the state, con- lon," he said
any plan of reorganization that does not reflect that fact " tend the assessments may not have been necessary The first round of assessments is due May 15

The three pension plans have been bounced back and forth be- had the state not appropriated $87 million from the The assessments, which must be paid by all insurers
tween LTV and the PBGC since LTV filed for Chapter 11 in July Property/Casualty Insurance Security Fund in 1982 licensed to write property/casualty insurance in the
1986 (BI, Sept 28, 1987) when the state was facing budgetary problems state, are based on insurers' quarterly net written pre-

Insurers' legal efforts to block the appropriation miums and the lines of business they write

Merrett solvency report delayed were unsuccessful (BI, April 19, 1982) For instance, insurers that write fire insurance must
The state, in effect, gave the guaranty fund an IOU multiply their quarterly premiums for this line of

LONDON-Lloyd's of London's largest syndicate has asked for a for the $87 million, which allowed the fund to continue coverage by 0 0032, while writers of "other liability"
three-week extension of Lloyd's April 30 solvency deadline to as- to count the money as an asset lines, which includes general liability, would multiply
sess reinsurance contracts it wrote, including runoff policies However, because the fund did not actually have the their premiums by 0 0061

Marine syndicate 418/417, managed by Merrett Underwriting cash on hand, the principal has not been earning An insurer that writes $1 million in general liability
Agency Management Ltd , lS reviewing the claims and development any interest the past six years As a result, insurers insurance during a quarter, for example, would be as-
information on runoff reinsurance policies it wrote, confirmed Ste- say, the Insurance Department now lS asking them for sessed $6,100
phen Merrett, chairman of Merrett Holdings PLC and un- more money The multipliers range from 0 0001 to 0 0061, de-
derwriter of the syndicates The guaranty fund assessment would be the first in pending on the line of business

It is natural for runoff policy claims to come in at this late stage New York since 1973 AIG's Mr Foley estimates that if the $87 million ap-
and it iS not unusual for syndicates to ask for solvency deadline "The state gave us an IOU we can never collect propriated from the property/casualty fund had been
extensions, said Mr Merrett, who is a member of Lloyd's Council on," said Patrick J Foley, senior vp at American In- invested in three-month U S Treasury bills, lt would

But Merrett may have to keep syndicate accounts open for 1985, ternational Group Inc in New York "They didn't bor- have grown to an estimated $135 million by year-end
the year }ust closing under Lloyd's three-year accounting system row We can't get it back They're stealing " 1987 And, the $87 million would have increased with
"if we don't think we can complete the assessment," he said New York's guaranty fund, which lS the only state interest to $155 million if it had been earning interest

The delay will not affect Merrett's plan to place Merrett Holdings guaranty fund that prefunds ltS liabilities, requires a at the prime rate
on the London Stock Exchange this year, he said minimum balance of $150 million "That might have been enough" to cover the fund's

MUAM syndicates 418/417 and 421 underwrote 11 unlimited lia- However, the fund's balance stood at only $128 mil- shortfall without an assessment, Mr Foley said
bility runoff policies reinsuring nine Lloyd's syndicates and two hon-including the $87 million IOU -as of April 1 After the 1982 appropriation, a group of insurance
insurance companies in the early 1980s Four of the policies were This year, the fund will pay an estimated $80 million to associations and insurers sued for the return of the
placed entirely with Merrett and five were underwritten lointly by policyholders, said an Insurance Department spokes- funds in American Insurance Assn et al us Rodenck
Lloyd's underwriter Richard Outhwaite, Merrett syndicates and nnan Chu, as Commzssioner of Taxation and Fznance of the
Fireman's Fund Insurance Cos of Novato, Calif (BI, May 2) As of year-end 1987, the fund's balance totaled Continued on page 33

Shell coverage rulings continue
SAN BRUNO, Calif -New court rulings in Shell 011 Co 's $1 Hertz backs proposal to kill

billion battle with ltS liability insurers over cleanup costs at two
hazardous waste sites could impact all hazardous waste litigation,
says an attorney for Shell's primary liability insurer

Following earlier rulings defining the pollution exclusion clause
coll.Ision damage waivers

(BI, May 2, Feb 8), San Mateo County Superior Court Judge Wil-
liam Lanam last week ruled that By MEG FLETCHER task force of the National Assn of Insurance Commis-

• The "owned property" exclusion bars coverage for first-party sioners (BI, March 21)
damage on property under the "care, custody or control" of Shell PARK RIDGE, N J -Hertz Corp, the nation's lar- In addition, New York state Sen Joseph L Bruno,

The Jury in the next phase of the trial will determine how much of gest car rental company, is ]01ning insurance regula- chairman of the Senate Insurance Committee, recently
the costs at the Rocky Mountain Arsenal near Denver and a tors in calling for the elimination of collision damage proposed legislation that would prohibit rental car
waste site in Fullerton, Calif, will be covered by Shell's property waivers for rental cars companies from holding customers responsible for re-
insurers and how much will be covered by liability insurers "It is our contention that the cost of accidental loss pair costs or replacement of lost or stolen vehicles

• That Shell's lease with the Army-which requires the land to or damage should be borne by the car rental company Mr Bruno said he sees this as a more trouble-free
be returned to its original condition-constitutes a contract, lend- as a basic cost of doing business," said Hertz Chairman approach than that recommended by Gov Mano
ing support to insurers' contention that the contractual liability Frank A Olson Cuomo and Insurance Superintendent James Corcoran
exclusion bars coverage A Hertz spokesman said that eliminating the CDW Their proposal, Program Bill 194, would define CDWs

• That there lS an element of fortuity in insurance, though Judge would cause "an insignificant" nationwide increase in as insurance and bring them under the direct supervi-
Lanam said there can be circumstances-depending on the lan- the base rental rate for a Hertz car sion of the state Insurance Department
guage of the insurance policy-when an intentional act causes dam- But some other car rental companies, which adver- However, that proposal would establish "an un-
age which is unexpected or unintended where there would be cov- tise extremely low rental rates and rely heavily on wieldy regulatory framework" and fly in the face of a
erage CDW sales to supplement their income, may have to 1987 court ruling that CDWs are not insurance, Mr

"These decisions will enormously affect the coverage available to increase their base rates considerably if the CDW op- Bruno said
Shell" to pay for the cleanups, said Barry Ostrager, an attorney tion is dropped, the Hertz spokesman added Consumers have complained about the industry's use
with Simpson, Thatcher & Bartlett in New York who represents Car rental companies typically charge $7 to $13 per of CDWs because of scare tactics used by rental agency
Travelers Insurance Co of Hartford, Conn day for the CDW option, which alleviates a rental car employees to persuade customers to buy the waivers

The rulings will affect other pollution litigation nationwide customer's responsibility for accidental damage to the and the fact that CDWs often duplicate existing per-
because they "carry weight in both the appellate courts and the rental vehicle Interest in CDWs has increased because sonal auto insuraince and contain significant exclu-
insurance community at large," he said most car rental companies have increased a client's sions

Shell attorney Laurence A Silverman of the New York firm of maximum liability for damage to a rental car and the In addition, customers who don't buy CDWs and are
Cahill, Gordon and Reindel, said the rulings "are as much in Shell's car's loss of use to the full value of the car from a few involved in an accident complain about the way dam-
benefit as the insurers thousand dollars age costs are calculated and assessed and about

In rendering his decisions, Judge Lanam said that unlike many Hertz's proposal echoes one proposed in March by a Cont:nued on page 33
other courts around the country, he would not arbitrarily resolve
ambiguities in insurance Contracts in favor of the policyholder be-
cause Shell and its insurers were equal parties in their contract Inside
negotiations and that neither side is entitled to preferential treat-
nnent 00 Car rental companies should abolish the collision + The storm that hit Great Bntlan last October,s the most

damage waiver and Instead establish a reasonable de- expensive insured catastrophe loss in history PAGE 26

Chrysler to pay in Jeep suit ductible, says this week's editorial PAGE 8 Departments
HIGHLAND PARK, Mich -Chrysler Corp will pay $11 5 million 00 A Texas judge has declared unconstitutional a law Around the states

to a Florida woman who was paralyzed in an automobile accident that called for third-party administrators to meet costly Benefit 1,-=I
in which a 1982 Jeep CJ-5 rolled over her licensing requirements and pay an annual tax PAGE 12 Ciassifieds

The suit is one of several Chrysler became responsible for last Comings&goings: buyers
year after it acquired American Motors Corp., which manufactured V Speakers tackled a host of topics, including foreign Datebook
the Jeep CJ series of cars reinsurers, the 'LMX spiral,' California earthquakes and Insurance 6;Ij--uQ-.::I::::-'.--- ---""- ----- SeR,in#Acr 9KAMC was ordered m 1986 by a Michigan Circuit Court to pay the future of reinsurance at a conference sponsored by Legal briefs .................................................................
$19 5 million to the woman, Elizabeth Walker AMC appealed the Insurance & Reinsurance Research Group Ltd Coverage 1-

Cont:nued on page 33 begins on PAGE 14 Opinions

Persr-r'i-
Errors & omissions 8,0 In Perspectives, Dr Charles G Lewis of Direct Re,m- Speaking out ...................................................21,23

bursement Services Inc. and Jerry R Holcombe of Delta Ticker
• A story in the April 11 issue incorrectly reported that National Dental Plan of California take sides over the topic of Washington 99

Dental Mutual Insurance Co borrowed $1 5 million from the Den- direct reimbursement dental plans. PAGE 21 Vol.22, No 19-Bugness /nsurance (ISSN 0007-6864) is published weekly
tal Risk Management Foundation The $1.5 million in initial sur- al 740 N Rush St, Chicago, 11 60611-2590 Seconddass postage ts paxi
plus was provided by NDI Services Inc, a limited partnership of 7 In Speaking Out, Franklin W Nutter, president of the at Ch,cago, IN, and at admonal tnmling offices Pos,naster Send address

changes to Bus,ness /nsurance, Circulation Department, 965 E Jettersonindependent investors DRMF is the sponsor of the Colorado domi- Alliance of Amencan Insurers, assesses reinsurer regula- Ave, Detroit Mich 48207, 800-992-9970 or 313-4464611 Copyright 1988
ciled risk retention group tion from a'buyefs point of view ' PAGE 23 by Crain Communicabons Inc.



Wyoming regulator cleared in probe
By DOUGLAS McLEOD now-defunct Insurance Exchange of the thority to Laramie without adequate 1nfor- In a statement, Gov Sullivan said, "It is

Americas mation about the insurer unfortunate that Gordon Taylor and the of-
CHEYENNE, Wyo -Insurance Commis- Laramie, which was capitalized at about Specifically, the Insurance Department ficials of Laramie Insurance Co were put in

sioner Gordon Taylor did not violate a state $5 2 million and 15 also licensed ln Louisi- was unable to obtain a copy of a multistate the difficult position of defending their ac-
conflict-of-interest law in licensing Laramie ana, writes property/casualty business pri- regulatory report dealing with two other tions when they were in fact legal and
Insurance Co , which later hired Mr Taylor's marily on a surplus lines basis in approxi- Kensu units, Kansas City, Mo -based RAM above-board "
father-in-law, state investigators say- mately 15 states, according to Insurance and Fielding Reinsurance Ltd of Turks & Mr Taylor added in an interview "I feel

However, the circumstances surrounding Department officials Caicos very bad that the company was drawn into a
Laramie's licensing last year "appeared sus- In addition to the conflict-of-interest The report was triggered by the allegations personal dispute I was having with an em-
picious and questionable" and state officials charges leveled against Mr Taylor by a for- that Kensu, Fielding and RAM defrauded ployee with whom I was having philosophi-
should take greater care to avoid "practices mer deputy insurance commissioner, state Omaha Indemnity of millions of dollars in cal differences "
which are, or appear to be, improper," an investigators looked into allegations that' premiums (BI, April 28, 1986) The allegations regarding Laramie were
investigator concluded in a report to Wyo- • Mr Taylor and Bill Budd, the state's Kensu officials originally had hoped to leveled by former Deputy Insurance Com-
ming Gov Mike Sullivan released April 30 director of economic development and stabi- have Fielding licensed in Wyoming, but in- missioner Kelly S Davis, who says he has

The Wyoming attorney general's division lization, acted together to "wine and dine" corporated Laramie instead after the Insur- been forced to resign because of his op-
of criminal investigation is dropping an in- Laramie to mduce it to incorporate in Wyo- ance Department found Fielding to be sta- position to Laramie
quiry begun last month into the licensing of ming and that in doing so, Mr Taylor "per- tutorily insolvent and refused to 1Ssue It a "We have been having an ongoing dis-
Laramie, a unit of Kensu Holdings Inc of formed duties beyond the scope of his posi- license, department officials confirm agreement, the commissioner and I, on our
Kansas City, Mo tlon as insurance commissioner " Christopher A Crofts, director of the Involvement with Laramie," Mr Davis said

Kensu is also the parent of Royal American • Mr Budd, whose wife and brother-in- state's division of criminal investigation, in an interview "We should not have
Managers Inc,, a managing general agency law were named Laramie directors when the concluded in an April 28 report to Gov Sul- brought them (Laramie) in at this time "
accused of defrauding Omaha Indemnity Co insurer was incorporated, also was guilty of livan that no crimes had occurred during Mr Taylor demanded Mr Davis' resigna-
on loss-plagued business that Omaha subse- a conflict of interest Laramie's admission and that no "actual tion in March, telling Mr Davis that he was
quently reinsured with syndicates on the • Mr Taylor issued a certificate of au- conflicts of interest" existed Continued on page 7

Tort system UAW and Chrysler shape
costly burden, tentative national contract
survey finds

By DONNA DiBLASE 7*r.,1/""M

By ALISON KITTRELL
HIGHLAND PARK, Mich -A ten-

Product liability problems are costing U S tative national contract reached last
.companies more than lust court awards, settle- week between Chrysler Corp and r#t *ments and increased insurance expenses, cor- the United Auto Workers union mir-

porate executives say rors benefit improvements reached
.Problems with the U S tort system also exact a last year between the union and

f...heavy toll on the U S economy in terms of lost General Motors Corp and Ford
]obs, diminished innovation and a restricted abil- Motor Co

Ity to compete internationally, the executives In addition, the tentative accord
say includes special provisions for

Product liability reform is essential to stop the workers who will lose their lobs 3%

continuing drain on the resources and ingenuity when parts of Chrysler's Kenosha,
I

of U S businesses and its effect on U S society, Wis, plant close at the end of this
they contend year

That is the message of more than 500 chief ex- The national contract, which lS
ecutive officers and other top executives of U S pending ratification by the union's - '
companies surveyed in "The Impact of Product membership this week, would be ef- . 1 -
Liability," a report by The Conference Board, a fective upon ratification and would --

New York-based non-profit management infor- expire on Sept 14, 1990, the same
mation organization date the GM and Ford contracts ex-

"Product liability issues have become a perva- pire, according to a Chrysler spokes-
40:%*t*i>'' 2,5,sive force in many corporate board rooms, dis- man

torting planning, sapping top-management time The agreement would cover 60,000 1_u- V zks<,4// 6'AA I
Photo Stariey A Miskiewiczand consuming company resources," said E Pa- hourly UAW employees and about

trick McGuire, the study's author 6,000 salaried UAW employees at The tentative contract between Chrysler and UAW includes special provisions for
"Liability-related issues are also having a Chrysler workers who will lose their jobs when parts of Chrysler's Kenosha, Wis., plant close.

costly impact on the operations of companies that The general Chrysler agreement lS
have never faced a product liability lawsuit," he modeled after GM and Ford contracts that include various em- UAW President Owen Bieber said in a statement that "we
added ployee benefit provisions, such as increased life and health in- achieved the full pattern settlement we set out to achieve and we

Some 42% of the survey respondents said that surance benefits and pension and profit-sharing improvements accepted no deviations from what we have in effect today at GM
the product liability system has had a "major" Neither UAW nor Chrysler spokesmen would provide details and Ford "
impact on their company, and an additional 38% of the tentative agreement while it is pending ratification If structured like the Ford and GM accords, the Chrysler na-
described the impact as "moderate " Only 20% of However, in a statement issued late last week, Anthony P St tional agreement would include various health and pension
the respondents said the product liability system John, Chrysler vp of human resources, said "the agreement is af- benefit provisions

Contznued on page 32 fordable and equitable It essentially follows the pattern set last Most of the employee benefit provisions of the Ford and GM
A - fall by GM and Ford " Continued on next page

Competition tempers broker results
By LINDA J. COLLINS would have been lower than a year ago on the average,"

First-quarter 1988 broker results stressed analyst Thomas G Rosencrants, senior vp of John-
Revenue growth among most publicly held insurance bro- son Lane Space Smith & Co Inc in Atlanta And brokers

(In thousands of dollatsjkerages continues to taper off as competition intensifies in did a "fairly good job" of keeping their expenses down, he
the commercial property/casualty msurance marketplace added

Gross % Net %And, brokers do not expect to see any improvement in ei- The results of the publicly held brokers also were boosted
ther rates or their results for the rest of 1988 Broker revenues change income change in the first quarter of 1988 by higher contingency commis-

"We feel the primary markets will be competitive at least
Marsh & McLennan $595,300 6.3% $94,100 1.3% sions, analysts and brokers acknowledged

for the remainder of this year and we have prepared to man- Contingency commissions are a form of profit sharing
age in that type of environment," said J Michael Bischoff, Alexander & Alexander 283,400 5.2 16,500 _14.6_ usually paid by insurers to brokers in the first quarter of the

Corroon & Blackvp-corporate development group at Marsh & McLennan Cos 106,115 _ 3.7 87,071 _ 534.1' year based on the profitability of the business the broker
Inc in New York Frank B. Hall 102,012 -3.4 5,650 -27.4 placed with the insurer Since contingencies are often based

"Competition seems to be accelerating We're anticipat- Arthur J. Gallagher 36,761 13.5 4,084 17.0 on experience over a two- to three-year period and since
ing a continuing softening of the market through the rest of Hilb, Rogal & Hamilton 11,102 13,8 1,718 37.2 most insurers reported improved underwriting results during
the year," agreed William F Poe, chairman of Tampa, Fla - - that period, brokers received higher contingency commis-Poe & Associates 10,133 20 1 1,869 55.4based Poe & Associates Inc sions in the first quarter of 1988 than they did in 1987

Financial analysts who track the results of the publicly 1
Includes $73 9 mittion gain from sale otinvestment in Minet Holdings PLC "It's important to recognize that contingent commissions

held brokers pointed out that broker revenue growth waned Chan Chns Woolsey, Amy Palmer played an important role for all the brokers These results go
during the first quarter of 1988 despite the strong expense straight to the bottom line," Mr Rosenerants stressed
control measures most of the companies implemented last the first quarter, brokers benefited from reductions in their "Contingents were very good to us in the first quarter,"
year in anticipation of the softening market tax rates and tight expense controls," said Ira H Malis, se- acknowledged Michael J Cloherty, vp-finance for Arthur J

However, expense controls and a significantly lower tax curities analyst for Alex Brown & Sons in Baltimore Gallagher & Co in Rolling Meadows, Ill
rate in 1988 as a result of the Tax Reform Act of 1986 allowed "Tax cuts came to the rescue" for the publicly held bro- "Contingency commissions and a decrease in our tax
all but one broker to register net income gains, they ob- kers, agreed Michael A Smith, research analyst for Shearson rate made our results look better," agreed Stephen A
served Lehman Hutton Inc in New York Crane, senior vp and chief financial officer of Corroon &

"I think results will look worse in the second quarter In "If it weren't for first-quarter tax breaks, broker revenues Continued on page 28
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Chrysler accord covers physician services for re- GM workers will be able to pur- the new formula due in March to enter the hospital after an ad-
tirees-to keep pace with expected chase additional life insurance 1989, according to the UAW mission is denied, they must share

Continued from previous page health care cost increases Under coverage with values from $10,000 • Pension benefits for Ford and in the costs of the hospitalization
agreements are identical, except their agreements, GM's and Ford's to $100,000 Workers also will have GM workers were increased by Specifically, employees are re-
that the GM agreement also estab- share of Medicare Part B payments the option of purchasing depen- $4 20 per month per year of service quired to pay a $100 per person
lished an early retirement plan (BI, were increased to $25 on Jan 1, dent life insurance from $5,000 to -or 19%-for employees retiring deductible plus a 20% copayment
Oct 19, 1987) and will be increased to $27 in $20,000 in value for spouses and after Oct 1 up to an out-of-pocket maximum

Under the GM agreement, the 1989 and $28 in 1990 from $2,000 to $8,000 for depen- Reports from a recent press con- of $750 for individual coverage and
Mutual Retirement Option enables • Maximum weekly sickness dent children ference on the Chrysler/UAW talks $1,500 for family coverage
employees between the ages of 55 and accident benefits were in- • The contracts also increased said that the automaker hopes to The indemnity plan 15 adminis-
and 61 who have 10 or more years creased to $430 per week, up from profit-sharing benefits for Ford expand managed health care cov- tered by Blue Cross & Blue Shield
of service to elect early retirement $390 per week The S&A weekly and GM employees A new formula erage Chrysler currently offers of Michigan The Blues also ad-
and receive full retirement bene- benefit is based on 60% of an em- provides that employees would re- employees a self-insured 1ndem- minister a Chrysler PPOs
fits Under GM's regular retire- ployee's weekly salary ceive a percentage of profits in any nity plan and two preferred pro- Under Chrysler's Blue Preferred
ment plan, GM provides retirees • Extended disability benefits year profits exceed 18% of sales vider organizations. Employees Plan, employees can choose from
with full benefits for life after age were increased to a maximum of Under the formula, they could re- also can choose from several health more than 6,000 physicians and
62 and one month, and partial ben- $1,560 per month from $1,405 for ceive from 7 5% to 16% of profits in maintenance organizations (BI, 100 hospitals They pay no deduct-
efits until then employees with fewer than 10 excess of 1 8% of sales Jan 19, 1987) ibles or copayments if they use

Other benefit provisions of the years of service and to $1,715 per Prior to these agreements, GM Under the indemnity plan- preferred providers
three-year Ford and GM contracts month from $1,545 per month for employees were eligible to receive which includes provisions for If they use non-preferred provid-
include employees with more than 10 years only 10% of profits excess of 18% mandatory pre-admission certifi- ers, they pay a 20% copayment, up

• Both agreements increased the of service of sales and Ford employees could cation and second surgical opinion to a maximum out-of-pocket ex-
maximum annual amount of dental • The maximum basic life insur- have received 15% of the excess -employees pay no deductibles pense of $500 for individual cover-
and mental health coverage to ance benefit was increased to profits and minimal copayments on some age and $1,000 for family cover-
$1,200 from $1,000 $41,000 from $37,500 and the max- The tentative Chrysler agree- procedures if they have hospital age

• Both companies increased imum extra accident insurance was ment calls for a profit-sharing for- admissions certified Under Selecteare, a PPO offered
their contributions to the monthly increased to $20,500 from $18,750, mula identical to those of Ford and However, if employees do not only to employees in Michigan, em-
Medicare Part B premium-which And, beginning July 1, Ford and GM, with the first payment under have admissions certified or decide ployees can choose from about

2,000 physicians and about 13 hos-
tv. 7 7 7 ' '. pitals Employees pay no deduct-

.: e.
ibles and minimal copayments on

-dil...1./ 1
selected services if they use pre-'Pl\A: 4 ferred providers They receive par-

I.

.
- tial coverage identical to that

-
under Blue Preferred lf they use
non-preferred providers

3

Both PPOs cover wellness ser-

vices such as childhood immuniza-

r tions and allergy shots, procedures
that are not covered by the in-
demnity plan

- Contract negotiations between
j S

the UAW and Chrysler began in
..4 mid-April, with the first order of

rr.. - business being reaching an agree-
ment with workers at the auto-

i. /4, '40< maker's Kenosha plant
Chrysler's Kenosha plant em-

: fiq 1 ploys 5,500 workers, all of whom
are UAW members, according to a
union spokesman Chrysler in-

1 hented the plant when lt acquired
American Motors Corp last year

Tension increased between:6 Chrysler and the Auto Workers
Union when the automaker an-

nounced in January that lt planned
to close portions of the Kenosha
facility The company still plans to
close the stamping and assembly

2 operations of the plant by the end
of this year but will retain the en-
gine production operations This

-

will leave about 1,000 workers em-
- ployed at the facility, a Chrysler

spokesman said
A tentative wage and benefit

agreement for the Kenosha plant
was reached between Chrysler and
UAW Local #72 early last week

Be f'., @ry@ry E@ ya Syste, stamidliB Neither Chrysler nor the UAW
would provide details of the Keno-
sha agreement, which is expected

al DO@G66©@ted tell *P e@IIS ®Id ItEl@® ®yg[pa,Iffl,¤ to be announced this week

However, a UAW spokesman
confirmed that the Kenosha con-

Every FASTRAK VS™ group adminis- the business has gone into building automates billing, premium collec- tract includes Chrysler pension im-

tration and claims processing system a better system. FASTRAK VS is very tion and other functional support pro- provements and loosened rules for
early retirement, though he wouldcomes with something no one else cost efficient since it runsontheWang cesses The modules can even be not elaborate

can offer: FASTRAK VS expertise VS family of minicomputers. The purchased separately. FASTRAK VS The contract, if ratified, also

Some of the most highly-skilled pro- claims module automates all phases increases user productivity and would guarantee workers laid off

grammers and insurance profession- of claims adjudication and process- streamlines the entire decision- from the plant a minimum of 24
weeks of unemployment benefits,als have pooled their talents to create ing while the administration module making proces& Plus it offers COBRA according to Chrysler and UAW

this integrated, easy-to- capability and easy-to- spokesmen
use system featuring r

----------------------

7 read financial, produc- The Kenosha employees would
comprehensive yet easy-

Please send more Information on:
| [3 FASTRAK VS Claims I tivitw ad-hoc and claims also receive about $50 million from

to-understand documen- I m F*STRAK VS Administration 1 experience reports a $60 million pool of money
American Motors had established

tation. And anytime you , 0 F*STRAK VS Claims and Administration 1 Our Support Team and promised to workers in return

have a question, this same , Do you currently have Wang VS hardware? El Yes [3 No 1 Delivers. for wage and benefit concessions in
expert staff is readyto help. , the early 1980s, they said

Because at Dyer Wells & 1 Name 1 Of course, it doesn't mat- "The Kenosha agreement will be
I ter how many capabilities brought in line with the nationalAssociates, we're in the | Title
I a system has if you don't agreement between Chrysler andbusiness of solving prob- ' Company
, know how to take full the UAW" m terms of overall wage

lems, not creating them. | Addregs and benefit provisions, said the
, advantage of them. That's Chrysler spokesmanOur Experience  City State , why our service and sup- He explained that the current

Shows.
1 ZIP Phone ( ) port team stands ready to contract between Chrysler and the

We've spent years 1 help you anytime you call. Kenosha workers expires on Sept

working for TPAs and | 1 In fact, call us right now. 16 of this year However, the ten-

insurance companie& And | DyerWells&Associates
tative contract calls for an exten-

| Or mail this coupon. We'd sion of the contract until the

everything we knowabout I I like to tell you mora stamping and assembly operations

i The Right Solutions. For 10 Years Running. 1 are phased out at the end of this

1 1 year Then, the remaining Kenosha
815988 2251 Lake Park Drive, Smyrna, GA 30080 (404) 432-5888 workers will be brought under the

------------------------ national agreement .



CASE MANAGEMENT WAS WORTH
HER WEIGHT IN GOLD.

This is a true story.
Not long ago, we had a case that

involved a woman, 14% weeks into
her pregnancy, who had suffered
a torn placenta and was bleeding
internally.

To save the baby, her obstetri-
cian recommended that she be hos-

pitalized for the remainder of her
term. Or stay at home totally con-
fined to bed.

Hospitalization would have
been very expensive for everyone
involved. And the family couldn't
afford outside help to care for the
other children. What they needed
was an alternative.

A division of Northwestern National Life Insurance Company, Minnea

At NWNL Group, we look at
insurance needs differently, so we

find solutions that others may not
have seen before.

With this high risk pregnancy
case, we found the answer in our
Appropriate Care and Treatment
program (ACT).

Here, we provided coverage for
more cost effective treatment by
recommending alternatives the
family and physician could choose
from. Like home health care, elec-

tronic monitoring, and weekly tests
for mother and unborn child.

In this instance, our effective

case management helped produce

polis, MN (not admitted in the State of New York). The North Atlantic Lift Insurance

3397690

e 9

a healthy baby girl, and a savings of
$51,661. Roughly equal to the new-
born's weight in gold.

So you see, cost efficiency in a
benefit plan doesn't mean reduced
benefits. It means finding ways to
increase the efficiency of the care.

Let us show you how we're in-
creasing the efficiency of employee
health benefits costs in our special
booklet "Ten Ways to Cut Benefit
Costsr Call or write Ginny Patrick/

NWNL Group, Box 20, Mpls., MN
55440. (612) 372-5784.

@NWNLGROUP
We look at things differentlf

Company of America, Jericho, NY (a member of the NWNL Companies).



New benefit plan aims at reducing costs
Benefit beatAn international pharmaceutical

corporation based in Fort Wash-
ington, Pa., expects to reduce its
health care benefits costs by an es-
timated $500,000 this year through
a restructured benefits package,
the company reports.

Rorer Group Inc. paid $17 mil-
lion in 1987 for the health care of

nearly 4,000 non-union employees
in Fort Washington and Chicago,
said James A. Geier, Rorer's direc-
tor of benefit and employee pro-
grams.

Rorer redesigned its health care
plan earlier this year-as well as
its dental, life and long-term dis-
ability benefits-as the result of a
study conducted last year that
compared the company's benefits
with others in the pharmaceutical
industry, Mr. Geier said.

The health care plan changes in-
clude:

• A new $200 deductible for
each hospital admission.

• An increase in the major med-
ical deductible to $200 from $100
per employee.

• An increase in the prescrip-
tion drug copayment to $5 from
$2.50 per prescription.

• Implementation of a pre-ad-
mission review program, with a
$300 penalty for non-compliance.

• Mandatory second opinions
for 23 listed procedures, with a
penalty for non-compliance equal
to 30% of the charges for the pro-
cedure.

• 100% reimbursement for s6me

outpatient procedures such as am-
bulatory surgery.

Most of the savings will come
from the new hospital deductible,
the increased major medical de-
ductible and the higher prescrip-
tion drug copayment, Mr. Geier
said.

The company decided to take ac-
tion after its medical plan costs
rose 55% to $1,700 per employee in
1986 from $1,100 per employee in
1982, he said.

The company's surgical and
major medical coverage is under-
written by John Hancock Mutual
Life Insurance Co. in Boston, and
its hospitalization coverage is un-
derwritten by Blue Cross of Penn-
sylvania.

Rorer also made improvements
in its dental program because the
study showed that it did not com-
pare favorably with benefits of-
fered by the other pharmaceutical
companies, Mr. Geier said.

Reimbursement levels for basic

services like fillings and extrac-
tions were increased to 80% from

50%, and the lifetime maximum for
orthodontic work was increased to
$1,000 from $750.

The dental plan also is under-
written by John Hancock.

Rorer also replaced its group
term life insurance program, which
excluded dependent coverage and
was not portable, with a new plan
underwritten by Equitable Life
Assurance Society of the United
States in New York.

The new group universal life
plan allows employees to opt for
coverage equal to up to four times
their annual salary to a maximum
of $750,000. Employees also can
opt for spousal coverage of up to
$50,000, and dependent child cov-
erage of up to $10,000.

A new long-term disability pro-
gram also was added. The plan
offers a monthly benefit totaling
60% of monthly earnings to a max-
imum of $8,000 per month. Em-
ployees can join the plan without
providing proof of insurability.
The coverage is underwritten by
Connecticut General Life Insur-
ance Co. of Hartford, Conn.

Rorer pays premiums for mini-
mum levels of all the coverages ex-
cept LTD; it pays 60% of the LTD
premium, and the employee pays
the balance.

The company did not previously
offer a long-term disab:lity plan.

The redesigned beneSt programs
cover Rorer's approximately 3,000
employees in the Fort Washington
area and 1,000 in the Cnicago area,
Mr. Geier said.

Incentive program
A Salt Lake City company is

finding that merchandise is an ef-
fective incentive to get employees
to start exercising and stop bad
health habits like smoking.

And, the "Aerobucks" incentive
program, offered by Smith Admin-
istrators Inc. of Salt Lake City, has
resulted in substantia. health care

savings for the company, said
David G. Smith, vp of the em-
ployee benefits administration
firm. The program is administered
by ExcelAmerica Co., also of Salt
Lake City

The program, which was imple-
mented about two years ago, re-
wards positive behavior such as
weight loss, exercise and good eat-
ing habits with points that are
translated into "Aerobucks,"
which can be used to buy mer-
chandise listed in a special catalog.

Ever after paying for the mer-
chandise, ranging from home elec-
tronics to camping gear and exer-
cise wear, Smith Administrators
has seen health care costs decrease

I f

for program participants, Mr.
Smith said.

"We're seeing massive savings,"
he said.

For example, the health claims
for non-participants totaled
$284,753 in 1987 compared with
just $13,730 for thcse who partici-
pated for six months or more dur-
ing the year, he said. About 40% of
the company's 144 employees in
Salt Lake City, Denver and Albu-
querque participate in the pro-
gram, he said.

In the first year, average health
care claims for participants were
$68, while those who chose not to
participate generated average
claims of $215, according to Mr.
Smith.

The results were so impressive
that the company has set a lower
medical care deductible of $150 for

program participants, compared
with $200 for non-participants.

The program is run on the honor
system, with each employee re-
porting activities that qualify for
the program.

Mr. Smith said that although the
potential for cheating does exist, it
is prevented in large part because
of the observable physical changes
that come with proper diet and ex-
ercise.

Benefit beat keeps insurance and
employee benefit managers in-
formed on what other companies
are doing and Of current develop-
ments in the employee benefit field,
We'd like to know if you've made
any changes. Write Glenn Huntley,
Business Insurance, 6404 Wilshire
Blvd., Los Angeles, Calif. 90048;
213-651-3710.

Stability You) demand it We deliver it With the products, people and professional
1 ision you need ove the long haul. But stability doesn't mean standing still. It means having the
financial strength : -  tosupport innovation whenever it's needed. Which is always.



Wyoming
Continued from page 3
"not nice to people," the former
deputy commissioner says. The ex-
amples Mr. Taylor cited of this al-
leged failing all related to Lara-
mie, Mr. Davis says.

Mr. Taylor, however, denies that
Mr. Davis' resignation had any-
thing to do with Laramie, main-
taining that it resulted from "phi-
losophical differences" that he
would not specify.

 Mr. Davis, who left the depart-ment last week, said he will join
Commercial General Insurance

1 Co., another recently licensed in-
surer based in Casper, Wyo.

Mr. Davis says he opposed Lara-
, mie's admission for several rea-

sons, one of which was the Wyo-
ming department's examination of

, Fielding which had initially ap-
plied for a license in the state.

Larry Elson, the department's
, chief examiner, confirmed that the

j examination found Fielding statu-

torily insolvent by about $13 mil-
lion.

The insolvency resulted mainly
from the Wyoming department's
refusal to admit various assets

claimed by Fielding, including a
loan from Kensu, agents' balances
receivable from RAM and funds

posted by Fielding as security for
reinsurance it assumed from Al-

lied Fidelity Insurance Co., Mr.
Elson said.

Allied Fidelity, based in India-
napolis, was ordered liquidated in
1986.

Officials of Kensu and Laramie

could not be reached for comment

either on the Fielding exam or the
investigation into Laramie's li-
censing

Mr. Davis says he also opposed
Laramie's admission because the

Wyoming department was unable
in the spring of 1987 to obtain a
copy of the multistate report on
RAM and Fielding from either the
Missouri Insurance Division or

from Kensu itself.

i'=.

Missouri regulators and Kensu
officials both said the report was
confidential, said to Mr. Davis.

The report, prompted by Omaha
Indemnity's charges of fraud by
Kensu and its subsidiaries, was

prepared jointly by regulators in
Missouri, Nebraska, Illinois and
New York.

Last November, however, the

Missouri and New York depart-
ments said they would not approve
or release the report (BI, Nov. 9,
1987).

Illinois and Nebraska regulators
have since redrafted the report
with the intention of releasing it,
and a hearing requested by RAM
is scheduled for May 23 in Chi-
cago.

Meanwhile, RAM is hoping to
block the report and has filed vari-
ous objections-including that the
Illinois and Nebraska departments
have no right to regulate RAM-
with hearing officer Dan K. Webb,
a partner with the Chicago law
firm of Winston & Strawn and a

And watch tile Stealliest team in 1110 industry
gil to work for yo .
Find out how we can meet your challenge. Have your agent,

broker or consultant call his Mass Mutual Group Representative
today. Or tomorrow We'll be here. We'll meet your challenge.

former U.S. attorney.
Mr. Webb was expected to rule

on the objections last week.
Wyoming department officials

were given a copy of the RAM re-
port after Laramie was licensed
last September but before the Mis-
souri and New York departments
withdrew their support of the
exam in November, according to
Mr. Taylor, who suggested that the
RAM report was irrelevant to
Laramie's license application in
any case.

-"Frankly, it had nothing to do
with Laramie itself," Mr. Taylor
said of the report.

Mr. Davis also charged that Mr.
Taylor may have violated a section
of the state insurance code when

his father-in-law, Bill Gray, joined
Laramie as a marketing represen-
tative after the insurer was li-

censed, according to Mr. Crofts'
report to Gov. Sullivan.

However, the investigation
spurred by Mr. Davis' allegations
found no conflicts of interest and

MassMutual
GROUP LIFE AND HEALTH
Massachusetts Mutual Life Insurance Co., Springfield, MA 01111
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no violations of law in Laramie's

licensing.
Mr. Gray, a licensed insurance

agent, joined Laramie "through a
series of normal hiring proce-
dures," and "there are no indica-
tions that he was hired. . .so that

Laramie Insurance Co. could gain

favor with Gordon Taylor or the
Wyoming Insurance Department,"
a summary of the investigation
concluded.

Mr. Gray continues to work for

Laramie, according to Mr. Taylor,
who noted that he also sees no con-

flict of interest in the hiring.
Under Wyoming law, any com-

pany incorporating in the state
must have three Wyoming resi-
dents on its board of directors, and

there is no sign that Laramie
named Mr. Budd's wife and

brother-in-law to its board "for

any reason other than conve-

nience," Mr. Crofts' report states.
Mr. Budd's relatives-who have

since resigned from the Laramie
board-were not compensated and
"there are no indications that any
incentives or inducements, on any-
one's part, were offered or ae-

cepted, on anyone's part, for place-
ment of these persons on the
board," the investigative summary
says.

Mr. Budd could not be reached

for comment.

Mr. Crofts also concluded that

there were no violations of law in

the Wyoming department's deci-

sion to license Laramie, though he
noted that he is not "qualified to
judge whether or not that was a
'good'or 'bad' decision."

The investigation summary fur-
ther concluded that Mr. Davis was

terminated for "philosophical"
differences with Mr. Taylor over
whether the Insurance Department
should act as a "chamber of com-

merce" in trying to attract insurers
to the state or whether it should

act simply as a regulatory agency.
While noting that the investiga-

tion had not uncovered any crimes,
Mr. Crofts noted in his report to
Gov. Sullivan that Laramie's li-

censing had created " 'appearance'
problems."

Given these problems, Mr. Crofts
suggested that "perhaps the proper
role of government is an active reg-
ulatory role and a passive one with
respect to promotionof private
business."

Mr. Crofts, while adding that the
state is probably committed to an
active promotion of business, re-
commended that "all administra-

tors and employees need to be con-
stantly vigilant for practices which
are or appear to be improper."

He also suggested that the gover-
nor appoint someone other than
the division of criminal investiga-
tion to look into such practices and
"correct them before they become
a major source of public suspicion
and concern."

Responding to Mr. Crofts' sug-
gestions, Gov. Sullivan said in a
statement: "I strongly believe that
economic development efforts do
not compromise our ability to ade-
quately regulate the businesses we
attract. Unfortunately, in this in-
stance, a combination of factors

left the appearance that we weren't
regulating properly. I am pleased
that the investigation has cleared
the air in that regard."

Separately, arbitration hearings
on Omaha Indemnity's fraud
claims against RAM have been
postponed until the conclusion of a
separate trial involving some of the
same issues.

Administrative Management
Services Syndicate Ltd., an IEA
underwriting member, is suing
Omaha Indemnity, RAM and others
in U.S. District Court in Miami,

seeking recision of its reinsurance
agreements with Omaha on RAM-
produced business.

A trial in the case has been sche-

duled for Aug. 15, and RAM's arbi-
tration with Omaha Indemnity has
been postponed until after the con-
clusion of the trial. I
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for their failure to use the medical tion of the agency, Mr Fogg said able to obtain coverage from theAround the states knowledge generally available at However, filings with the state traditional market The seven orig-
- the time of the treatment Public Utility Department, which mal classes declared eligible for

• Hospitals' and physicians' regulates rental vehicles, indicate the JUA by the Legislature were
Cont:nuea from page 10 ph5 sician is perlorming : proce- records should be required to be ltS business was "quite substan- day care providers, foster parents,
in*cssible for us to quantify cur dure witi which he la inex- produced within 90 days of de- tial," Mr Fogg said foster homes, developmental

exposure," he added perienced mand in malpractice actions, with Notice of the cease and desist achievement centers, group homes,
-BY Kan Berman • The irimunity of hosgitals, as substantial penalties for non-com- order was delivered to the pur- citizen participation groups, and

well as of Mher Ehysicians, should phance chasing group last month, effee- shelter workshops for the physi-

Hospital report be strengtnened when they report -By Judy Greenwald tively ending ltS business in the cally and mentally disabled
matpractic€ incidents, whle fail- state, he said Later expansion of the law in-

ALBANY, N Y -Hospitals ure to repcrt them shold beamis- Buying group halted Luxury & Rental Auto Purchas- cluded classes ranging from water
should be required to have an a:- demeanor ing Group and SIR Services have slides and landfills to asbestos

tending physician on call 24 hours • Hospitals should be permitted, SAN FRANCISCO-The Califor- been ordered to answer the charges abatement contractors There are
a day for each specialty for wh ch wi:h immunity, to suspend the nia Department of Insurance is al- ata Department of Insurance currently more than 40 classes eli-
they provide "substantial ser- privileges if physicians who are leging an auto insurance purchas- hearing scheduled for 10am gible for participation in the JUA
vices," revommends the New York suspected Df malpractice antil a ing group based in St Louis acted Wednesday in San Francisco A major criticism of the JUA is

Insurance Department in a special final admiristrative or legal deter- illegally as an insurer and has or- The company had obtained a that the insurance commissioner
report on medical malpractice mination 1: mada dered the group to halt its Califor- master policy from Bel-Aire Insur- has appointed a primarily non-in-

The 242-page, legislatively man- In addit.on, members of trie hos- nia business ance Co of St Louis but had pro- dustry board of directors for the
dated report was presented to Gov pital board should be si.bject to Luxury & Rental Auto Purchas- vided the first $50,000 of coverage entity, said Mary Belgrade, gov-
Mario CLomo and the New York incemnify the hospital if the hospi- ing Group Inc sold liability insur- for each occurrence, which would ernment affairs counsel for the Al-
Legislatire earlier this month tal does ni suspend tie physician ance to taxi cab operators and lim- be paid from pooled funds, Mr liance

The report states that notwith- in these cases and a subsequent ousine services in the state, but Fogg said Since the JUA board is man-

standing efforts to solve the mech- malpractice occurs, with the phys- had illegally retained part of the "They called it a self-insurance dated by law to set insurance rates
cal malpractice nsurance systeT's ician being founa unfit to practice risk to be paid from its own funds, pool, which, by the way, is a con- and operate on a sound actuarial
problems, it is "still in serious dlf- • Insurers should be required to said John Fogg, senior counsel for tradiction in terms," he said "We basis, this mainly non-insurance
ficulty txlay " employ risk managers :o audit the Insurance Department call it a transaction of insurance " board has been a detriment, she

"Unless major actions are taxen their policyhold€r physicians' acti- The department also has alleged Federal law allows creation of said Ms Belgrade maintains that
soon, it is clear that the sysfem vities at the hospitals at which that SIR Services Inc, an insur- purchasing groups authorized to the rates set by the JUA board are
will collapse in the not-too-distant they pract »ce, with a percentage of ance administrator in Las Vegas, buy liability insurance on a group inadequate and, because they are
future " premium set asice for -his purpose Nev, established the purchasing basis for members However, Lux- so low, many entities that can buy

While most of the recommenda- • A less-strirgent sta-idard of group and had acted as its manag- ury & Rental Auto Purchasing coverage in the surplus lines mar-
tions in the report focus on phy:ic- care fir emergenc treatment ing agent even though it was not Group went far beyond that, Mr ket are buying their insurance
ians, severa_ are applicable to tcs- shiuld be permitted licensed to do SO in California, Mr Fogg said from the JUA because lt lS

pitals as well, including • "Stat€-of-the-art ' defenses in Fogg said Under state law, the unlicensed cheaper
• The presence of an experi- malpractice actions snould be al- SIR denies that the group or the transaction of insurance is a felony Under the expanded JUA law,

enced, board-certified physician lowei, wi:h hoapitals as well as administrator violated California punishable by a fine of up to entities covered by JUA must
should be required whenever a ptysicians held respons.ble only law, said Alan Jones, president of $100,000 and imprisonment up to a prove that they were unable to buy

SIR Services He said that the state year, he said coverage or that available coverage

is confusing Luxury & Rental Auto -By Glenn Huntley was prohibitively expensive, and
Purchasing Group, which does not that their business serves a public

HOSP,1, LS.-
retain any of its own risk, with an- Minnesota JUA debt need However, this criteria

other entity called Limo Auto opened up the JUA to such entities
Rental Assn , which also is admin- MINNEAPOLIS--The Minnesota as computer dating services, said
istered by SIR Joint Underwriting Assn has gen- Ms Belgrade

Mr Jones continued that SIR erated a $287,000 debt since its es- "All property and casualty in-
was not involved in the sale of po- tablishment in 1986, according to a surers are 'on the hook' for the
licies for Luxury & Rental Auto study by the Alliance of American JUA deficit," said Ms Belgrade

DEGSh.< Purchasing Group members and Insurers "This can increase insurance prices

acted only as the group's adminis- The Alliance estimated that the statewide, as insurers will be
trator JUA had maintained an operating forced to pass the assessments and

Insurance Department officials ratio of 214 5%, or a loss of $2 14 costs on to policyholders "
do not know how many members for every dollar received As of Feb 15, the JUA is re-
bought insurance through the The Minnesota Legislature ported as writing approximately
group, because the purchasing created the JUA in 1986 to provide 130 policies
group operated outside the regula- insurance coverage to entities un- -By Laura Mazzuca

Have you received hosp:tal Dlaims
requestng DEG paymer t? You'd

probably like to know E you're about to pay
an accurate bill. Texas TPA licensing, tax law

We've been vahdating DRGs since 1985, making sure that
hospital claims fall into the correct patint classificatiors. Our
service offers payers the ability to momtorhispital payments and is declared unconstitutional
cut costs. Our professio,als determine tha: the pzimary
diagnosis/procedure, ICI)-9-CM coding and sequncing are By MICHAEL BRADFORD by Gov Bill Clements, was uncon- mandated by the law, according to
correct stitutional because it violated the a spokeswoman for the State Board

DRG Vahdation fits easily into existing claims orocessing AUSTIN, Texas-A state judge state's "one-subject" legislative of Insurance

systems
has declared unconstitutional a rule Brian Shannon, an attorney with
law that called for third-party ad- The bulk of H B 170 outlined 11- Hughes & Luce, said the three

(718) 896-7230
ministrators to meet expensive li- censing and reporting require- TPAs that brought the suit will re-

IPRO
censing requirements and pay an ments for Texas TPAs, but in- ceive refunds as a result of Judge
annualtax cluded a section that allowed Cofer's ruling Other TPAs in the

a professional re,iew Travis County District Court cities, counties or hospital districts state will have to request refunds,
ISLAND PEER REVIEW alternative in a DRG Judge Hume Cofer late last month to create non-profit programs to he added
ORGANIZATION environment issued a summary ]udgment that fund emergency medical vehicle Mr Shannon said the three TPAs

H B 170, passed in the second spe- services that filed suit had cooperated with

95-25 Queens Blvd., Rego Park, New York 11374 j cial session of the Texas Legisla- As a result of the ruling, both regulators and legislators while
ture last summer and later signed sections were declared unconstitu- H B 170 was being drafted "They

tional The ruling does not affect aren't against regulation in gen-
another controversial law passed eral," said Mr Shannon "They
during last year's special session had worked with the state board to
that requires that a 2 5% adminis- come up with legislation compare-
trative services tax be collected ble to that in other states" that

from administrators of employee regulate TPAs, he noted
benefit plans (BI, May 2) But when the law was passed,

The Texas attorney general's of- Texas TPAs were outspoken about
fice has the right to appeal Judge what they felt were onerous re-
Cofer's ruling but last week had quirements in the legislation
not indicated whether lt would The annual tax called for by the
seek to have the decision over- legislation amounted to 1% of the
turned The Judgment was ex- "gross amount of all considera-
pected to be finalized late last tions, fees, payments, reim-

0. week bursements and any other compen-
¢ The request for a summary Judg- sation received" by a TPA

ment was part of a suit filed by the Some of the fees the law called

Austin law firm of Hughes & Luce for TPAs to pay included
on behalf of three TPAs National • A $3,000 license application

Employee Benefit Administrators fee
e Inc in Houston, EMS Administra- • A $500 annual fee that accom-

tive Services Corp in Fort Worth panied the filing of an annual re-

. 0

and Insurance Consulting Claim port
< Callor wrf*e for registration materials: Services Inc in Arlington 0 $200 to reserve a company
- NationaiRiskRetention Association Altogether, the three firms paid name

, D 430 Covertry Lane,Crystal Lake, IL 60014 around $1,600 in taxes under the • $100 for each service contract

(815) 455-6656 law, which was effective Sept 1, the TPA has in force
1987 Copies of contracts would have

The state collected $85,424 in to be filed with the State Board of
taxes and $384,000 in various fees Insurance
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propertyinsurance.
That philosophy is simple: teamwork. We believe in today's complex insurance world,

that it takes more than one person to make sure your business property is insured properly
We believe-as with all business insurance we write-that it takes the combined

effort of sales, loss prevention and claims professionals as well as underwriting and
financial experts, all working directly with you.

Teamwork means working together to determine which of our wide variety of property
coverages is right for your business. Teamwork means working with you early on to develop
an action plan should a loss occur.

We have a philosophy that works. One that over 100,000 American businesses
believe in for their many insurance needs. A philosophy that has made us No. 1 in

AMERICA BELIEVES IN a leader in Business LIBERTY  
Workers Compensation and

LIBERTY MUTUAL INSURANCE. property insurance. MUTUAL ®

© Liberty Mutual Insurance Group/Boston
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London reinsurance seminar

U.S. eans on Europe, reinsurer says
By CAROLYN ALDRED

LONDON-The U.S. reinsurance

industry is still greatly dependent
upon foreign reinsurers and faces
massive hurdles in overcoming that
dependency, asserts John F.
Storey, former president of Conti-
nental Reinsurance Corp. in New
York.

Although the "U.S. reinsurance
industry has begun to rival the
London market for a share of the

world insurance cake. . .it still

finds itself substantially depen-
dent upon foreign sources" for re-
insurance, said Mr. Storey, who re-
turned to his native Britain in

February after resigning from his
post at Continental Reinsurance.

This foreign dependency is noti-
ceable "particularly the London
market," he continued, "not only

for volume placing but also for the
underwriting of technically more
difficult classes of business."

Speaking at a reinsurance con-

ference organized by Insurance &
Reinsurance Research Group Ltd.
in London last month, Mr. Storey
said the United States is a "catas-

trophe area of enormous, potential
loss."

"And, the U.S. insurance mar-
ket can only exchange a limited
amount of natural perils business
amongst itself," he continued.

Meanwhile, the Japanese market
has earthquake problems, leaving
U.S. insurers and reinsurers de-

pending on London and certain

European markets for retroces-
sional capacity, said Mr. Storey.

"Whilst this dependency, dis-
tasteful in some degree to the U.S.
insurance market, may now be nec-
essary, it is running 'head on' into
the consumer pressure groups and
state regulatory authorities which
are convinced that there is an in-

ternational cartel or conspiracy
working against the interests of the
U.S. policyholder," he said.

"There is a great deal of political
mileage to be made out of this
issue, given the state of American
politics at the moment," he ob-
served.

He also warned of significant
problems prevalent in the insur-
ance market in the United States,

"which cause concern for its prof-
itability in the coming years."

These problems, according to Mr.
Storey, include:

• Recent adverse changes in the
taxation of U.S. insurers under the

Tax Reform Act of 1986.

The new tax law affected insur-

ers both by general revisions in the
tax code and by specific provisions
applicable to property/casualty in-

surers, according to Mr. Storey.
"For U.S.-based multinational

insurers/reinsurers, the effects of

the new tax legislation are stag-
gering, since it will force com-
panies to report income from their
overseas operations as U.S. in-
come, thereby increasing the tax
base for U.S. companies with for-
eign subsidiaries," Mr. Storey ex-
plained.

The Tax Reform Act also in-

cludes other features that will in-

crease the future tax bill for most

U.S. insurers and reinsurers "and

could provide foreign competition
with a new financial advantage,"
he added, referring to the require-
ment that U.S. insurers and rein-

surers discount their loss reserves

for tax purposes.
• Pollution liability.
"The proliferation of pollution

liability suits and the problems in-
volved in the cleanup of hazardous
waste" have been touted as being
among "the most serious issues
facing the insurance industry,"
said Mr. Storey.

U.S. reinsurers' dependency on foreign
reinsurers is noticeable 'particularly the London

market,' says John F. Storey, 'not only for volume

placing but also for the underwriting of
technically more difficult classes of business.'

Whatever the final outcome

"long-standing reinsurers of U.S.
liability business are in for a long
uncertain and painful haul," he
added.

• Unrecoverable reinsurance.

"One of the most severe prob-
lems threatening the financial sta-

bility cf the industry is the collec-
tibility of reinsurance recoverables
and the increasing number of com-
pany insolvencies," said Mr.
Storey.

• Competition from alternative
market mechanisms.

The commercial insurance pre-

miums lost to alternative insurance

facilities and self-insurance are

unlikely to return to the tradi-
tional marketplace, according to
Mr. Storey.

Moreover, " the insurance man-

agers of large corporations plus the
brokers appear to favor reducing
their dependence on the shifting
traditional insurance market," he
added.

• The effect on the U.S. insur-

ance/reinsurance market of the

liberalization of trade within the

European Common Market slated
for 1992.

First, the U.S. insurance indus-

try is worried that U.S. companies
will not be in as competitive a po-

sition as European companies to
take advantage of the creation of a
single European market, said Mr.
Storey.

Secondly, "they feel the oppor-
tunities created by this open mar-
ket will produce, through pur-
chases and takeovers, giant
pan-European conglomerates,
which could pose a threat to U.S.
interests both at home and

abroad," Mr. Storey added.
U.S. insurers with operations in

the European Community "are be-
ginning to ponder their future re-
sponse and may well feel they must
take to the acquisition trail to
compete with their larger Euro-
pean rivals," he noted. m
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LMX spiral threatens market's life
By CAROLYN ALDRED

LONDON-One major catastro-
phe could wipe out many of Lon-
don's excess-of-loss reinsurance
underwriters as major catastrophe
losses wind through the market,
two leading underwriters say.

The saga of the so-called London
market excess-of-loss "spiral" and
its threat to the survival of the
London market was outlined by
John Emney, chief underwriter of
Charter Reinsurance Co. Ltd., and
Lloyd's of London underwriter Ri-
chard Outhwaite of R.H.M. Outh-
waite (Underwriting Agencies)
Ltd. at a London reinsurance con-
ference sponsored last month by
Insurance & Reinsurance Research
Group Ltd.

According to Mr. Emney, the

Although LMX underwriters have so far successfully
evaded the effects of the spiral, the explanation for

this 'obviously lies in the fact that there has not
been a catastrophe loss large enough to test the

market to destruction,' Mr. Outhwaite says.

LMX spiral occurs because the
London excess-of-loss market is
the world's catastrophe reinsur-
ance market and last resort.

"As the direct underwriter buys
excess-of-loss cover from the rein-
surance market, so that reinsurer
buys his excess-of-loss cover from
the LMX market. The LMX un-
derwriter can only buy his cover
from other LMX underwriters as

there is no other market for his
type of reinsurance," he explained.

As a result, LMX underwriters
end up reinsuring each other.
When a major loss hits the LMX
market, "it is passed 'round from
underwriter to underwriter until it

completes full circle and then
starts again," Mr. Emney centin-
ued.

In theory, the loss will continue

to circulate until every LMX un-
derwriter's retrocessional coverage
is depleted. "The upshot of all of
this is that it will bring about the
collapse of the LMX market," he
said.

"It is an oddity that in the ordi-
nary way a large risk is placed wi-
dely around the market in order to
spread the load," said Mr. Outh-
waite.

"However, once the claim is
large enough, the loss would be-
come increasingly concentrated
amongst the few major syndicates
and companies operating in the re-
trocession LMX market and would
continue to go 'round and 'round
until eventually each one ex-
hausted his reinsurance protection
and the loss would become net," he
continued.

We assisted Sun World in assembling the best on-call medical
people available in a region where physicians are a scarce resource.
And we did so cost effectively.

We also tailored theprogram to precisely fit SunWorld'sa
business operation. Premium payment[iees schedules, for example, were structured around Ii,-dilgi-,IA

' the harvest. And claims were efficiently pro- 1
cessed to meet the needs of a non-English speaking, transitory work force.

Sull, what was most important for Sun World is the fact we listened.
Because every customer is different. And every business requires

an insurance program that takes into account the exceptions, not just
the rule. In other words, the kind of coverage that Argonaut delivers.

Call (415) 326-0900 and talk with Michael Crall, our president.
Find out how we can

help you grow. Argona*t
,

->

Although LMX underwriters
have so far successfully evaded the
effects of the spiral, the explana-
tion for this "obviously lies in the
fact that there has not been a ca-

tastrophe loss large enough to test
the market to destruction," Mr.
Outhwaite pointed out.

Particularly vulnerable at the
moment are London's marine un-
derwriters, both speakers agreed.

"In the marine market, high-
level catastrophe rates are ab-
surdly low. . .and bear no relation-
ship whatsoever to the risk being
run," said Mr. Outhwaite.

In addition, there are many exam-
ples where non-
marine excess- 4-63.
of-loss reinsur- Ai_.Al*14j
ance is being in- r-- a
cluded with ;*:,0/lr
marine exposure 7
and is being 44-

placed at a rnere
fraction-about

one quarter--of
what the non-
marine market

itself would re-
Mr. Outhwaite

quire, he explained.
Moreover, the weakness of the

marine LMX market is "now having
a dire affect on the original busi-
ness. . .by positively encouraging ir-
responsible underwriting, both in
terms of the risks covered and the
premiums for doing it," Mr. Outh-
waite said.

And, as a result of the non-ma-
rine market introducing liability
exclusions into their excess-of-loss

contracts, large amounts of non-ma-
rine casualty business was placed in
the marine market "often not on a

claims-made basis and at premium
levels which non-marine un-
derwriters thought were unrealis-
tic," he added.

However, similar efforts to intro-
duce excess-of-loss liability con-
tract exclusions into the marine

market last year were unsuccessful
because of the massive overcapa-
city in the marine market, said Mr.
Outhwaite.

As a result, there are two time
bombs ticking away for the marine
market: One bomb is huge losses
that would be suffered in the event

of a large catastrophe loss and the
other time bomb is the inevitability
of losses, which will eventually ap-
pear because of the scope of cover-
age now being written, he said.

Lloyd's marine syndicates are
able to write up to 10% of their
premium capacity for non-marine
business written through inciden-
tal non-marine syndicates attached
to the main marine syndicates.

However, "with the volume of
non-marine business now being
written in the Lloyd's marine mar-
ket, it would probably be more ap-
propriate to describe its inhabitants
as incidental marine syndicates,"
quipped Mr. Emney.

Meanwhile, the accumulated
major losses from Hurricane Alicia,
which hit the Texas coast in August
1983 (BI, March 16, 1987; Aug. 29,
1983) and asbestos losses have
forced the non-marine excess-of-
loss reinsurance market "to take
stock of its situation" and tighten
the terms of its contracts, said Mr.
Emney.

For example, non-marine excess-
of-loss underwriters introduced ca-
sualty exclusions in the last half of
1986 and also abolished the aggre-
gate extension clause, which al-
lowed underwriters to aggregate
losses paid to one policyholder in
any one year (BI, Nov. 10, 1986).

"I only wish I could say anything
approaching the same as regards the
marine LMX market," said Mr.
Emney. "We are certainly no nearer
seeing the creation of genuine catas-
trophe coverage in the marine mar-
ket and are unlikely to do so whilst
the present overcapacity exists." I
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Industry can survive disaster: Greig
By STACY SHAPIRO

LONDON-It is unlikely that the property/
casualty insurance industry will collapse fol-
lowing a huge natural or man-made catastro-
phe, says a Lloyd's of London broker.

Although many industry observers say the
industry cannot withstand the cost of a huge
disaster like a major California earthquake,
John Greig, chairman of Lloyd's broker Greig
Fester Ltd., says underwriters anticipate a
major catastrophe and most have adequate fi-
nancial strength and reinsurance support to
pay disaster claims.

"Despite a cataelysmic scenario, people in
the industry have done their sums and the
market will not be blown up," said Mr. Greig.
"The great majority of our London un-
derwriters have made a mature and balanced

assessment of the impact of a reasonably fore-
seeable catastrophe."

The "big loss probably will not be a
major. . .East Coast hurricane. It may be pol-
lution, it may be AIDS or some so far uniden-
tified peril," he added.

However, some underwriters may have mis-
calculated the impact of a gigantic disaster on
their finances, which would force them to
delay claims payment to policyholders or de-
cline to make payments to ceding companies,
he warned. "Then, the domino effect can
quickly have a dangerous impact on the mar-
ket," he conceded.

There are several traps that underwriters
could fall into that would hinder claims pay-
ments following a major catastrophe, Mr.
Greig said at a reinsurance conference spon-
sored by Insurance & Reinsurance Research
Group Ltd. last month.

According to Mr. Greig, underwriters will
face problems following a big disaster if they:

• Calculate premiums without accounting
for: the increased loss payments due to in-
flated costs of construction; greater public
awareness that there is coverage available to
pay the losses; and the effects of rising infla-
tion and currency values.

• Fail to exercise proper discipline when
paying losses from a major catastrophe be-
cause claims personnel are overburdened.

For example, when hurricane-force winds in
October smashed through southeast England,
causing the worst insured single loss of all
time, "human nature and pressure on claims
departments meant higher 16ss settlements
than would have been the case for a smaller

loss," said Mr. Greig (BI, Oct. 26, 1987).
Many people filed claims that were inflated

because British insurers told the public they
wouldn't adjust losses that were less than
1,000 pounds ($1,873).

In fact, Mr. Greig said he filed a higher
claim than was necessary for repairs to his
own property and was surprised that it was
paid without any negotiation. Mr. Greig said
he returned the additional claim payment.

• Fail to understand the effect on the ca-

tastrophe reinsurance market caused by ced-
ing companies purchasing less proportional
reinsurance and more excess-of-loss coverage.

The move "has withdrawn much of the ex-

posure from a wider market," said Mr. Greig.
Because fewer companies participating in the
excess-of-loss market may be taking on a
larger portion of a risk, the losses are more
concentrated, he explained.

"It would, in my view, be very helpful if ca-
tastrophe rates could drive part of this expo-
sure back into the proportional area, but I
am afraid this must wait until the next turn of

the cycle."
• Fail to realize the capability of their rein-

surers or retrocessionaires to pay losses after a
major catastrophe. "Weak security, especially
at the top level, must be eliminated; otherwise
the company is living in a Fool's Paradise,
which will lead to a rude awakening at the
very time when the company will most need
every help to survive," said Mr. Greig.

Brokers have a role in analyzing the security
of ceding companies' reinsurers, he said. The
broker's job includes assessing the type and
volume of business written by a reinsurer; re-
viewing the reinsurer's claims payment record
and its reserving practices; and assessing the
reinsurer's exposure to stock market losses.

In addition, brokers should place business
with reinsurers that would minimize the "spi-
raling" effect, which is caused by London
market excess-of-loss reinsurance un-

derwriters reinsuring each other for huge
losses, said Mr. Grieg. This inflates losses
when claims are paid among ceding com-
panies, reinsurers and retrocessionaires in the
London market (see story, page 15), said Mr.
Greig.

London brokers should favor reinsurers that

are "geographically remote" and "philosophi-
cally remote" from the spiral and that are
"fully reserved" for the dramatic increases in
loss payments caused by the spiral, he said.

Mr. Grieg agreed with one member of the
audience who remarked that some un-

derwriters feel they are a better judge of the
security of their reinsurers than their brokers.
However, brokers probably know more about
reinsurers in remote parts of the world than
underwriters, Mr. Grieg said.

"Whilst we do our best, we know we are
fallible. But we also know that we have an

important role to play in the market," he said.
Another audience member asked to what

extent brokers should analyze the security of
individual Lloyd's syndicates.

"Lloyd's underwriters generally rely the
most on retrocessional facilities and the spiral
market and are more wayward than others on
reserving techniques," said the conference
member. "So, to what extent should the bro-
ker apply individual assessment on syndi-
cates. . .than on the security of Lloyd's as a
blanket entity?"

Mr. Greig responded, "One has to accept the
broad premise that Lloyd's security is there
and in place and you don't have to look at
the balance sheet of each syndicate.

Mr. Greig added that his brokerage is not
aware of any Lloyd's syndicates falling into
that category, "although we listen to rumors
that some Lloyd's underwriters are over-
stretching themselves."

The best weapon that ceding companies
have to defuse the impact of a cataclysm, how-
ever, is charging proper rates on each piece of
business, Mr. Greig pointed out. All un-
derwriters should ask if "the rate charged is
high enough to allow you to build proper re-
serves for future catastrophes," he said. "I do
worry that this factor often becomes the vic-
tim of market cycles."
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Travel Insurance Programs Corporation
Specializes in Providing Medical Insurance and

Assistance for Americans Overseas and Foreign
Nationals in the U.S.

MedHelp Worldwide provides S 500,000 medical coverage for Americans living overseas and
foreign nationals temporarily living in the U.S.

HealthCare Abroad provides S 100,000 medical coverage for Americans traveling overseas.
Both insurance plans include an international network of assistance centers staffed 24 hours a
day with highly experienced advisors who will.

• Quickly locate appropriate medical treatment;

• Arrange on the spot medical expense payments;

• Arrange medical evacuation. even if a special air ambulance is required;

• Assist with replacement of a lost passport, credit cards and arrange for a refill of a prescription
you left at home; also

• Assist in locating legal representation in case of an auto accjdent or traffic violation.
Brokerage contracts are available.

1800) 237-6615 (703) 281-9500 Ext 135
Travel Insurance Programs Corporation

243 Church Street V(/est

Vienna, Virginia 22180
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Earthquake
consultant

sounds alarm
By STACY SHAPIRO

LONDON-None of the San

Francisco Fire Department's fire
stations could withstand another

earthquake of the magnitude that
struck the city in 1906, warns an
earthquake engineering consul-
tant.

The great San Francisco earth-
quake in April 1906 was later com-
puted to have hit 8.3 on the Richter
scale.

The 1906 earthquake and subse-
quent fires were blamed for ap-
proximately 700 deaths and are re-
garded as the worst North
American natural insured loss.

Every San Francisco fire station
where fire trucks are parked will
have to be reinforced to withstand

earthquakes, Earl J. Aurelius, vp of
EQE Inc. in San Francisco, told at-
tendees of a reinsurance confer-

ence held in London last month

and sponsored by Insurance & Re-
insurance Research Group Ltd.

EQE is currently conducting an
earthquake engineering survey for
the San Francisco Fire Department
to determine how prepared the de-
partment's structures are for a
major earthquake, said Mr. Aure-
lius.

The study is being conducted as
part of the city's attempt to make
San Francisco "earthquake-proof
by the year 2000," he said.

His firm has found in every one
of the fire stations that there is a
basement underneath the floor

where the fire trucks are parked,
Mr. Aurelius explained.

These basements could swallow

up the fire trucks in an earth-
quake.

Mr. Aurelius said EQE will ex-
amine other factors affecting the
San Francisco Fire Department
that could hinder the department's
ability to extinguish fires that
usually strike a city after an earth-
quake and cause further insured
losses.

For example, EQE will check if
all the city's emergency services
are on the same radio frequency
wavelength, which could make
communication impossible if the
frequency is engaged during a ca-
tastrophe with the broadcasts of
all emergency agencies.

Forecasters predict that the next
severe earthquake, of a magnitude
greater than 8 on the Richter scale
and capable of tremendous dam-
age, has more than a 50% chance of
occurring in California before the
year 2100, Mr. Aurelius said.

California, with 28 million peo-
ple and hundreds of active earth-
quake faults, "is the loudest tick
you hear from the catastrophe time
bomb," he said. "From (16th cen-
tury physician and astrologer)
Nostradamus' prediction of a
major earthquake in May (of this
year) to the federal Emergency
Management Agency's statement
that there is a better than 50%

chance it will hit by the year 2100,
it seems everyone is predicting the
'Big One' will happen some time
soon."

The federal Emergency Manage-
ment Agency estimates that an
earthquake centered in Los An-
geles measuring 8.5 on the Richter
scale and occurring during rush
hour could kill 13,000 people and
cost the insurance industry $60
billion in insured losses, said Mr.
Aurelius.

The California Department of
Insurance projects that shake dam-
age alone in California would cost
insurers $4 billion to $6 billion, he
said.

However, the All-Industry Re-
search Advisory Council in Oak-
brook, Ill., has concluded that in-

Continued on next page



Continued from previous page
sured losses from fire damage in
California would exceed shake

damage because almost all build-
ings are insured for fire but fewer
than 20% are insured for shake
damage, he added.

Fire loss estimates from AIRAC
range from $4 billion to $15 billion
for the San Francisco Bay area and
$5 billion to $17 billion for South-
ern California, said Mr. Aurelius.

In addition, a major California
earthquake would cause losses
under all types of insurance poli-
cies, such as workers compensation
and general liability insurance, he
said.

"A loss of that size and lengthy
periods of business interruption
would certainly cripple the insur-
ance industry and the rest of the
U.S. economy," said Mr. Aurelius.

"The recent crisis in liability in-
surance availability and the clo-
sure of businesses unable to oper-
ate without it provided a small
sample of what a large-scale re-
duction in insurance might be
like."

Despite the gloomy prospect for
the insurance industry, "there is
hope," Mr. Aurelius said.

The Whittier earthquake of 1987
and the Mexico City earthquake of
1985 produced only pockets of
damaged property and those
buildings that crumbled were not
built to withstand earthquakes, he
said.

Californians now are more aware

of the types of buildings and sites
required to withstand a major tem-
blor, Mr. Aurelius said.

To further understand the out-
come of a major earthquake, Mr.
Aurelius said EQE is currently an-
alyzing every claim from every line
of coverage that resulted from last
October's earthquake in Whittier,
Calif., which rocked the Los An-
geles basin (BI, Oct. 12, 1987; Oct.
5, 1987).

The earthquake, which regis-
tered 5.9 on the Richter scale, was
"the most heavily instrumented
earthquake of all time and will
provide engineers with enough
data on building performance for
years of study," he said.

According to the claims reported
to EQE to date, only $72 million
out of $400 million in losses caused
by the Whittier earthquake were
insured, said Mr. Aurelius.

Of the 8,000 claims already in,
38% were for earthquake/shaking;
13% were commercial multiperil
losses; 5% were workers compen-
sation; and the remainder were
filed under inland marine, allied
lines, fire and homeowners multi-
peril policies.

The claims data from the Whit-

tier earthquake will be assembled
into a data base. This data will be

important to reinsurers because
the California Department of In-
surance estimates that 60% to 70%

of California's insured structural

losses will be borne by the reinsur-
ance market, according to Mr.
Aurelius.

And much of that reinsurance

comes from foreign markets, he
pointed out.

"I was told Mexican insurance

companies continue to offer cover-
age for shake damage (after the
Mexico City earthquake in 1985) at
very low rates. When asked how
this was possible, the answer was
that it was no problem because for-
eign reinsurers would pay all the
claims," he said.

There are some basic lessons to

learn from past earthquakes, said
Mr. Aurelius, including:

• Unreinforced masonry build-
ings collapse.

• Poor construction practices
are quickly identified by an earth-
quake as the weaknesses become
obvious.

• The importance of building on
soils that can support the weight of
buildings and do not move during
an earthquake.

For commercial structures, steel
frame buildings are the best at

withstanding earthquakes, while
for residential structures, wood-
frame buildings are the best, said
Mr. Aurelius.

In addition, since major Califor-
nia faults are well-known and
mapped, potential land purchasers
must be notified of the danger and
building restrictions apply.

Also, building codes are improv-
ing as a result of lessons learned
from past earthquakes, he said.

And pension funds, the major
source of capital for the purchase
of commercial/industrial build-

ings, conduct detailed engineering
reviews of property's physical con-
dition and strength in the event
of an earthquake.

"Much is being done to make
buildings better and safer and to
prepare for survival if and when
the next major earthquake
occurs," said Mr. Aurelius. "The
'Big One' does not have to trigger a
worldwide financial disaster if

seismic safety continues to im-
prove."

Dunnes-6 176:SUTance, 1Vlay 3, 1Y66 /14

Reinsurers' future depends
on new financial trends: Lock

By STACY SHAPIRO

LONDON-In order to understand what will happen
in the reinsurance industry in the next 10 years, one
must understand what will happen to the world at
large, says John Lock, general manager of the Mercan-
tile & General Reinsurance Co. P.L.C.

For example, the Common Market will develop more
fully once trade barriers are eliminated among Euro-
pean Economic Community member nations in 1992,
Mr. Lock said, referring to an agreement reached last
year by the ministers of the 12 European Community
nations to allow insurers in one EC nation to under-

write large risks in other nations (BI, Feb. 15; Dec. 28;
1987).

However, individual European nations will continue
to be nationalistic and protectionist, predicted Mr.
Lock at a reinsurance conference held by Insurance
Risk & Research Group Ltd. last month in London.

"I do not believe nationalism will disappear and I do
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not believe politicians will open their market to all and
sundry," he said. "Protectionism will continue to be a
powerful mechanism."

Such protectionism would hinder the expansion of
reinsurers across European borders, he implied.

In the future, there will be a desire for society to be
enterprising and create new products and technolo-
gies, Mr. Lock also predicted. But, there will also be an
aversion to risk. "The conflict there will influence in-

surance in the coming years."
There also will be a tendency to "widen the boun-

daries of what is called liabilities" through the legal
systems both in the United States and other parts of
the world, Mr. Lock said. And the concept of what
damages should be awarded to consumers will
broaden, he said. This, he said, "is a worrying trend."

Risks will get larger and larger as more multina-
tional corporations expand through mergers and ac-
quisitions, he said.

Continued on page 24

two issues on

Info

Systems

Business Insurance. the leading publication for corporate
insurance decision makers, is also the leader in reporting
on information technology - critical to the risk and benefit
markets.

Systems and users have become more sophisticated. The
demands have grown. Today's automated systems help
corporate risk, employee benefit and financial executives to
manage new plans and meet the needs of expanded
responsibilities.

In this fast paced technological age, information systems
vendors and consultants are constantly updating their
products and services to meet these needs.

READERS RELY ON BUSINESS INSURANCE.

They'll turn to Bl's two comprehensive issues for information
and updates on systems applications for plan design,
administration and analysis. Plus, each special issue will
contain a comprehensive Information Systems Directory of
vendors and consultants.

Don't miss the opportunity to access 147.439* action
minded readers.

*Includes pass-along readership

ADVERTISE IN

BUSINESS INSURANCE --

THE INFO SYSTEMS SPECIAL ISSUES.

1ons & rates



/1 II l=rt

t

guide tothe
florida keys

& keywest
WiNTER ·87.85

.. I

Business
Insurance.

Funds bariclaims
by insurer affiliates

Superfund unle
flurry of cove

...../

#

a

Still CC
to Erie
Jacobi

Clezt: Turnaround whiz sa'
S he'll take Manhatte ;

Coors rolls out E1111--P. 4 1 Sunday-insert shakeout?-P. 28 1 NAD hits TWA-P. 69

;AdvertisingAge
New attacks

on aspirin ads
States threaten court

ns

Fl6hda *aps Ad spending
up, but don't .-I.

1"an.-"Ii"'i#.,9..Ain"In- it,*I L p-a''-4 2 ...

ADING
arnerican

Fii :, drycleanere
'EPSAR¥

fz 27th Annual

Reform wrangling leaves sour aftertaste It,11...,1,34.,99./..'..3,5 ' 'i  -

vestment e
Equity market exodus

Ill  Agency renews
court battle over

4* LTV termination
i . ....I-.... .......

An apparel fim

n Broold

n

Ethical

dilemmas
Number l challenge:

balancing profits
against public service

-- -32* tz·



VI*91@SS#*bur,1 #*m/m

org look4 at HV¢)4 and PPO+. Pagi• 1 1. j -=

E-- 9/:flh 4.4
-

.1131_1* L RE-'1 'I=i[,01 *i=}
¥m. t-NO S. *. PE* O 7 *MB &.*i _·. i . - .JIX -Zip- i-7. #i

--

Ho,v womenexecsmanage pregnancies . p.* 21 ' tfLUP: A young 1¥GNi ... im i Dunlop to build radial truck tire plant in NA
.........

*fsfr-I U=,9 (,711(3(,go Biabmss .EfEE- :=TZ--'-·-2- 5 5=4&*.Y:

E.GPLS HEd&2--= 72 ID= -66
itted  Citicorp faces

1 1.

----*:,=1 -- .:; r:3 -/.9--- -2
*ni,MI, m.*A* --

-
- . I 'S>-'tE00i=

. ,*UR Ll--1
Ames set, U.G. Tire goal•,

1

say *
T ;Rmdbber& Plastics News .1,

IP
1.-

:. -'ilf.I..-I-& irl
.-

,- t
--

1

k 121,1 0 a0  tuu, li i :j,,;71'r@8hl,11ll>11,<4:1:(·11:·>;101 1

...:. D . 4- 0*
1

17

1-: 2 IA miner proble,
A .--

4 2utomatjon shreds a family's fi
SESE,

1 Tts61.,1,4 8:49:56:
t 4 ire im 4,

, - 'n Oct.

Crai-n' 9, -

r --
--

*0» F

i ./

UICK-YES, BUICK!-REVIVES .

1 1-
E AMERICAN DRIVErS CAR -32--13._

_r

.

-3 3 0- h

-American /rhi regular arrangement Board cuts
L

.

r.' -

s -c--au•, Highland Park official 1111- 1111 .1. ' 2 1'€KEYj-'9 nt.€'6-JL'Jil Sibh.

'i__25 '.er their o,in ta. bill% &4
01" Nif F==**

+ 1,37

-- A'.
t'

..& -
-

--

-- r,ES) *5
f

*AIN $ NAT,ONAL NEWSPAPER OF PUBUC BUS,HESS & ANANCE
U

--- Automotive News IL
--- Ireign f 1--

4  S .4 /%- 1 4/ r . ./,kk *I

Sr r.

...... 4 Japan's top ms grow .f r ..

C....m 11 4 public dealer S. roots AV i Vn

looks to U.S.

I ---

...
--

--

ia

H

- ';i. 1-
- - I --- -

- -- -- - -- I. - -

-I. -
--

And they're o- - --- - ./ - I.

-- 0

---= z. =%2-;E. €r All eyes on Iowa gaucu A0
.

t .-

--l I ---
---

--
i

6'.
1 e -- -

--.6·
- --

--

.

,
-- -25 *RS--

--
, +*r

----

-- ./

-- Public works n %
IN 11nu,0,0%0,

% r

-

i '1.· -J 1 -1,14
. *1

'53 5.1 4/ '44;fi 1--
2 T.

b·32'
%-

9,

'**i:fE,5
. f

fl \
f,

f

L

·L

r , I -

18SKE***** {kmA*s;s {ja,15 8*kis *,i*Qj[[F j)1:,61¢Et>:16,010* dWf * (Cloimi al-t,Ist&KID *4 *fixpi' f33(mi,S (k-48(ilk.,
11HIditd ky ibf *#.a#4-51 d 91 4079123 #0**cam [1®* aymt Ersydr itt* ,Lospl10,:1187?{Iqs 4!afta mil Nifi,f,40-66 1Iftxrr
wmhrud 1 6¥EYA ({Diji9*3 (DiImmum#M&NA guOW *1061 *lr fifIR-- %-4# ,dil&&G «:si,0«11:dhe:glig „M„,m*b* Aks am#
=Fild% *ga:e ,#Hamve(SA#*mimio <BriA

.3 Mil«Pli,#9 fM*imm:0 MM&0[i5 mmip' fkian* *6 (FiWigy {,I{k{&*#m
{p*151 81 115(:1642 filil Ok*(}[kic' f#kmi) fil/32 001%% D/uQU/DEEO

r,*H)i) R.%oloigfiaffli {.ULS]j2© EBYk* 11stietn%7#0 &51WMk.*8\91*j *9311* [R*103*Ra (0 (Dimn0 &*Rs  *3*5{*11 ®**m[W**61*)
A It613153 #lic,OPA'Pi OUJUD13MjECIXIOUV,5 811(2 *1* Ip#.1.i.}3' aoDUJicellia,klt;)

Crain Communications Inc
Chicago • Detroit • New York · Los Angeles · Cleveland · Washington, D.C. · Dallas · Nashville • Florida Keys · Akron · London • Frankfurt · Tokyo



0

E

E

e

@

N.

j

4

Sweet Spot
for Specialty Risks

Get an advantage on risk placement. For primary
and excess liability and excess property coverage,
call the underwriting pros at General Star today.

-A GENERALSTAR
• Market Stability
• Financial Strength
• Underwriting Quality

General Star Management Company, Stamford, Cr • Specialty underwriting for primary and excess risks through appointed surplus lines brokers
New York (212) 770-0150 • Chicago (312) 207-5400 • Los Angeles (213) 383-7734 • Stamford (203) 328-5700

A memberof General Re 0 Group



1>1 , I. 1' G»,14 44=

%

...#I.

Assessing reinsurer regulation
il'* ,Ellny5''tis ,·L'2-9*'ftdk'*,,r, tK,r4,9 ,..:i' ,*,_. ltP'5,*4' ''f'''/1

%• 'y 7-1 - 40#Grr
I

1,5. 1 1
71 ' .' /1,

Perspectiv-e Busilie,9 Ins'uwn¢'c, M,v W, 1'188 / 21

-

L:52:>,f»•'.-
--

'1.-,

\ ti

Ii, ·14 Sr :

1

1

4 ..

_439-biLaU,r I \\O
1 , r,

P; 1
&3

1 '1 -11 1 -4
4 t

''11 1 +11

111 1,1
4, . ' 11 0. /51+ .

-5AS
\le e '''I:,

I
-r4 --

r.---- · D A -

2.11
.

--

- --r & ' .

L--
pi 1

''44911 6-
--

'1 1 1-'ll
'], .t ... 13:*4.41j '15, r 1 1

1

- .1

1
. 2 1__31 f.; \

j

87
* 44

I .

-

. /445 u

Dental benefit delively
s Success in the marketplace shows Choice of practitioners, simplicity

fE By Jerry Holcombe position in the dental benefits By Charles G. Lewis direct reimbursement is a payment
marketplace suggests that purchasers, structure in which participants use

URCHASERS IN TODAY'S too, have found that a claims-based D IRECT REIMBURSEMENT was their funds to buy dental services and
competitive dental benefits system allows them to provide a high born over a decade ago out of a to direct compensation between the

marketplace confront a wide variety of level of benefits without giving up need for a vehicle to dispense dental providers of such services
options There are the traditional important services or paying benefits that was simple, Under a direct reimbursement plan,
fee-for-service progranns; health exorbitant rates straightforward and cost-effective, a the patient plays an active part in. maintenance organizations, preferred

Direct reimbursement's supporters vehicle that would maintain freedom treatment decisions and payment

©lw p provider organizations, exclusive have claimed that the administrative of choice for the patient, a vehicle in Patients are not restricted to
provider organizations, capitation costs of claims-based systems range which there would be no outside particular practitioners These are the
plans, direct reimbursement plans, from 18% to 40% This greatly "cookbook" treatment planning for two central elements necessary to
and all the variants in between Each exaggerates typical administrative the doctor or patient, and a vehicle secure an environment that will assure
type of delivery has its own set of rates of most third-party insurers For that would allow a broad latitude of high-quality dental care
advantages and disadvantages relating example, the participation in plan and-combined with the fact that
to quality of service, cost, reliability, nationwide Delta

- convenience, freedom of choice, etc Dental Plan system, I Speaking out design by the misuse of the dental benefit is a Crime

employer or employee against the employer and is grounds
Proponents of the direct which pioneered;'. group for immediate dismissal-result in a

reimbursement method-in which a dental benefit programs m 1955, For more than a decade those plan in which fraud is not a significant
* patient receives services, pays for reports that 90 cents out of every employers that selected direct issue for concern

them out of pocket and then presents a benefit dollar goes into paying dental reimbursement as the vehicle for their Notwithstanding all of these
receipt to his or her employer for claims for the 17 million people it denta plan have enjoyed the cost attributes, until recently, direct

S
4 reimbursement-make the plausible covers containment of a free market reimbursement has had difficulty

argument that since there is no The savvy purchaser knows that a environment created by a system that being accepted in the general
third-party insurer involved, direct program's long-term costs outweigh allows the patient to direct the dental marketplace There were many
reimbursement must represent the the initial outlay. In other words, economy Patients have directed the employers that would have liked to 3 best value for the health care dollar

_4
saving 10 cents m the beginning is not economy of their dental plans by have had direct reimbursement as a 0.4-i

1 You might expect third-party worth $3 of headache m the end And exercising freedom of choice of their vehicle to administer their plans
1 insurers to disagree, and they do, but here is where the real value of a dentist Employers have enjoyed the However, they found very quickly
g not for the reasons you might expect. third-party system becomes apparent simplicity of a plan that has translated after accepting the philosophy that

More than 30 years of industry That 10 cents of administrative its benefits into dollars and not there were very few-if any-sources Glain/'01/UT 11 1experience has shown that key services buys you labor Instead of services of help for developing and customizing
F arguments in favor of direct paying your own employee or group of Direct reimbursement eliminated such a direct reimbursement program r

reimbursement have two serious flaws employees to issue checks, record many costly and confusing third-party for their particular use
- First, the administrative savings of payments, keep track of costs, answer mechanisms, such as A case in point Lubbock

direct reimbursement programs have questions, etc., you leave the pre-authorization, insurance forms, Independent School District in
been greatly overstated, particularly paperwork to the third-party insurer prehling of fees, usual, customary and Lubbock, Texas The school district
over the long run Second, the sacrifice This can be not only cost-effective but reasonable rates, and submission of began looking for an inexpensive way
of service normally provided by a necessary for certain purchasers, such treatment plans and various in 1985 to enhance its employee

2 third-party insurer detracts as those who manage welfare or trust diagnostic records to third parties benefits package LISD evaluated
significantly from the value of a direct funds, who may be required to provide These same employers have enjoyed many alternatives, finding that most

* reimbursement program meticulous accounting as to exactly the most effective fraud control plans were too expensive and would
Direct reimbursement's mmor Cont:nued on nezt Page imaginable. This has occurred because

Fi
Conttnued on next Page
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New economic trends
Continued from page 17

The risks will be "more complicated and more expensive," he
said.

At the same time, however, "The insurance industry will mirror
the rest of industry. We will see bigger insurance groups expanding
across frontiers. . .and insurers will be caught up in the financial
services conglomerate. I sense that large insurance groups will be
very much dominated by personal services at the expense of the
commercial insurance area."

For underwriters, the debate over what is insurable and what
isn't and the availability of capacity will continue, he said. For
example, "AIDS will raise issues about insurability on the life
side," Mr. Lock said.

Insurers also will be concerned about the long tail of past liabili-
ties, which are only just cropping up on policies written 40 years
ago. This is a problem "that isn't going to go away and will continue
to cause problems for us," he said.

Mr. Lock suggested that the insurance industry should take the
lead and impose first-party coverages instead of selling third-party
liability coverages to take the sting out of the long tail.

As for the reinsurance industry, "insurers will need reinsurance
largely for catastrophe risks as a balance sheet protection," he
added. However, -there will be a continuing role to play for the
reinsurer."

Fierce competition ahead,
reinsurance brokers predict

By CAROLYN ALDRED

LONDON-Commercial insur-

ance rates will continue to plum-
met at least until the end of the

year, two London reinsurance bro-
kers say.

"We are moving into a fero-
ciously more competitive non-ma-
rine market for 1988 which has,
particularly with regard to ca-
sualty, still some way to go," said
Callum Stewart, chairman of C.E.
Heath & Co. (Aviation) Ltd. and a
director of Heath's North Amen-
can division.

"We have a situation where com-

petition is rife and we are well into
another down cycle," agreed Ri-
chard Bowes of Lloyd's of London

broker Willis Faber & Dumas Ltd.

Messrs. Stewart and Bowes

spoke at a London reinsurance
conference last month sponsored
by Insurance & Reinsurance Re-
search Group Ltd.

Both brokers predicted no end
to the underwriting cycles that
plague both the insurance industry
and policyholders.

"We have to accept that this sup-
ply and demand volatility will
continue. The market will continue

to ebb and flow," said Mr. Bowes.

However, Mr. Stewart predicted
that the intervals between market

peaks and valleys will shorten.
"My own personal belief is that

we can expect underwriting cycles
in the future to accelerate and be-

A spedkd sedion edled exclusively lor
insurers and reinsurers.
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direct reimbursement, the employee is
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employee, by exercising freedom of
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come very much shorter," he said.
Both brokers agreed that the

current competitive market among
primary insurers has not been
caused by new and so-called "in-
nocent" capacity entering the rein-
surance market but, rather, by an
increasing amount of risk retained
by commercial insurance policy-
holders.

"It seems to me that the turning
away of business in the tight mar-
ket has meant that less business

worth underwriting is now finding
its way to the reinsurance market
place, particularly from the U.S.,"
said Mr. Stewart, adding that the
fall in the value of the dollar

against the British pound has also
increased capacity for U.S. busi-
ness overseas.

"This has meant that whereas as

little as two years ago there was
insufficient or only just sufficient
capacity for most risks, we now
have a situation of considerable

overcapacity with ferocious com-
petition between markets, com-
panies and Lloyd's syndicates in
virtually every class except non-
marine liability-and all this with-
out any major new reinsurance
force entering the market," said
Mr. Stewart.

The brokers also pointed to im-
proved communications funda-
mentally changing the industry.

"Simple but sophisticated com-
puter technology has greatly acce-
lerated the speed of reporting and
presentation of data and has ena-
bled reinsurers to make themselves

aware much earlier of what the

numbers actually mean in terms of
profit and loss," said Mr. Stewart.

The improvement of communica-
tions has produced a "more vola-
tile connection between reinsurer

and reinsured," noted Mr. Bowes.
Mr. Bowes described other de-

velopments that are causing funda-
mental changes that could be de-
trimental to the reinsurance

industry, including:
• Growth of nationalism.

"National insurance markets

have grown up in many areas of the
world, particularly the developing
world, which has reduced the out-
flow of reinsurance premium (to
existing markets)," he said.

• Enormous increases in loss

exposure to reinsurers from ele-
mental, or natural, perils.

"In almost all areas of the world

elemental peril rates have been
woefully inadequate and the
claims have passed into the rein-
surance industry," said Mr. Bowes.

Also, the softening market and
social pressures have caused policy
terms to be widened to include ele-

mental perils, thus increasing ex-
posures "vastly out of proportion
to premiums," he noted.

• A change in the pattern of in-
surers' reinsurance programs.

Insurers and reinsurers world-

wide have examined their reinsur-

ance arrangements in the last dec-
ade and many have increased their
retentions, particularly the larger
companies, said Mr. Bowes.

Because larger insurers are re-
taining more risk, more business
for reinsurers is coming from
smaller insurers, he explained.

• More severe losses.

"Larger individual losses are the
price of industrial and economic
progress," Mr. Bowes explained.

The these factors have left the

reinsurance business dangerously
insufficiently capitalized, he said.
"It is up to the current crop of re-
insurance underwriters and their

successors to do everything possi-
ble to improve the technical under-
writing results of the business," he
said, adding that the future of the
industry is "poised in a very diffi-
cult balance." I

also an assistant pro-  1
fessor in the Depart-
ment of Community 79* 4
Health and Preventive

Dentistry at the Bat/tor University
College of Dentistry in Waco, Texas.
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OSHA proposal
Most employers must establish

procedures to control how danger-
ous machinery and energy sources
are turned off and reactivated

under a new rule proposed by the
Occupational Safety and Health
Administration.

Certain industries-such as

paper mills, textile factories and
bakeries-already are subject to
"lockout/tagout" rules, which pre-
vent the unexpected energization,
start-up or release of stored en-
ergy.

OSHA's new rule would apply to
most employers and would cost
employers approximately $212
million in the first year and $135
million in subsequent years.

OSHA estimates that the rule

could save 122 lives and prevent
60,000 injuries annually.

Under the proposal, employers
must:

• Establish basic steps to be fol-
lowed in de-energizing and secur-
ing energy sources.

The sequence may direct employ-
ees first to turn off equipment,
then shut off the main power
switch, then attach a lock switch
and then dissipate the residual en-
ergy in the machine, suggested
OSHA.

• Establish basic steps to be fol-
lowed before re-starting equip-
ment.

• Standardize within a plant all
equipment locks and tags.

• Train employees to follow the
lockout/tagout procedures.

According to Assistant Labor
Secretary John A. Pendergrass, 7%
of all workplace deaths are asso-

Bill allows vested benefits

By DEBORAH SHALOWITZ

WASHINGTON-Employees
could have vested pension benefits
added tax-free to an individual re-

tirement account upon leaving a
company instead of receiving the
money in a taxable lump sum or
waiting to receive post-retirement
benefits under a bill approved late
last month by a House committee.

Under the bill, IRAs and simpli-
fied employee pension plans would
serve as the "portability vehicles"
for transfers of both taxable and

non-taxable pension benefits.
Those benefits could remain in the
IRA or SEP until retirement or
could be transferred into another

qualified pension plan.
The bill also would, among other

things, allow all employers, re-
gardless of size, to establish a sal-
ary reduction feature for SEPs.
Under the Tax Reform Act of 1986,
only employers with 25 or fewer
employees may establish a salary
reduction feature for SEPs.

The bill, H.R. 1961, was intro-
duced by Rep. James Jeffords, R-
Vt., in April 1987 and revised this
year. The House Education and
Labor Committee approved the bill
April 29. No further action has
been scheduled.

Washington
ciated with failure to properly re- tional Insurance Co. of Evanston,
strain or de-energize equipment Ill.

during maintenance. Philip Briggs, vice chairman of
Mr. Pendergrass asserted that Metropolitan Life Insurance Co. of

"very simple lockout/tagout mea- New York, was elected vice chair-
sures, which take only a few mi- man of HIAA at the group's annual
nutes, can prevent up to 10% of all meeting late last month.
the serious injuries in some major HIAA members also elected Ro-

manufacturing industries." bert L. Roberts, president of All-
Craft workers, machine opera- state Life Insurance Co. of North-

tors and laborers generally face the brook, Ill., as secretary.
highest risk of injury from energy The HIAA is a trade association

sources. Packaging and wrapping representing about 350 health in-
equipment, printing presses and surance companies that underwrite
conveyors are associated with a about 85% of the commercial

high proportion of the accidents, health insurance in this country.
according to OSHA.

Agriculture, maritime and con-
struction employers will be co-
vered under a future rule. Oil and New exposure limit
gas drilling and electrical utilities A new federal government stan-
will be covered under a separate dard lowers the short-term expo-
rule currently being developed by sure limit for ethylene oxide to five
the agency. parts per million parts of air

Comments on the new proposal averaged over a 15-minute period.
and requests for a hearing should The new limit, developed by the
be sent by June 28, in quadrupli- Occupational Safety and Health
cate, to the OSHA Docket Officer, Administration, will be fully effec-
Docket N. S-012A, Room N3670, tive Sept. 6. The existing standard,
Labor Department, 200 Constitu- adopted in 1984, requires employ-
tion Ave. N.W., Washington, D.C. ers to limit exposure to one part
20210. ethylene oxide per million parts of

air averaged over an eight-hour

Asset reversion ban day.
Ethylene oxide is used as a ster-

ilizer in some medical procedures
that currently can briefly expose
workers to levels above the five

parts per million limit. OSHA esti-
mates the new standard will affect

about 68,000 workers employed
primarily by hospitals and medical
products manufacturers.

Employers terminating over-
funded pension plans would be
temporarily barred from taking
asset reversions under legislation
introduced in the Senate last
month.

The bill, introduced by Sen.
Howard Metzenbaum, D-Ohio, is
identical to legislation introduced
in the House by Rep. William Clay,
D-Mo. (BI, March 21).

Under the bill, if an employer
terminates an overfunded pension
plan, excess assets would have to
be put into an escrow account until
Oct. 1, 1989.

Sen. Metzenbaum said when he

introduced the bill that Congress
"should temporarily suspend the
ability of employers to dip into
their pension plans as an easy
source of capital" before "millions
of workers and retirees see the

promise of a secure future broken
by companies seeking quick cash."

The ban is aimed at giving Con-
gress time to enact a "permanent
resolution" to the problem, Sen.
Metzenbaum said.

Sen. Metzenbaum's bill, S. 2284,
was co-sponsored by five other
senators.

HIAA taps chairman
John L. Marakas, president of

Nationwide Life Insurance Co. of

Columbus, Ohio, is the new chair-
man of the Health Insurance Assn.

of America.

Mr. Marakas succeeds Stanley P.
Hutchison, chairman and chief ex-
ecutive officer of Washington Na-

Justice aide resigns
Robert L. Willmore, deputy as-

sistant attorney general at the U.S.
Justice Department, resigned ef-
fective May 2 to join the Washing-
ton law firm of Arent, Fox, Kinter,
Plotkin & Kahn.

Brent 0. Hatch, previously gen-
eral counsel for the National En-

dowment for the Humanities in

Washington, replaced Mr. Will-
nnore.

In his position with the Justice
Department, Mr. Willmore super-
vised all tort litigation involving
the United States and developed
the department's policy positions
on legislation related to tort re-
form, product liability, toxic torts,
victim compensation and liability
insurance.

Mr. Willmore also served as ex-

ecutive secretary of the White
House Tort Policy Working Group
and as chairman of the administra-

tion's Task Force on Liability In-
surance Availability.

Previously, Mr. Willmore served
from 1982 to 1985 as an assistant

general counsel at the Office of
Management and Budget, where he
worked extensively on tort and
victim compensation issues. I

New Hampshire limits volunteers' liability
CONCORD, N.H.-Volunteers who work for non-

profit organizations in New Hampshire will be gen-
erally protected from liability for volunteer-related
actions under a bill expected to be signed by Gov.
John H. Sununu.

New Hampshire Assistant Insurance Commis-
sioner David Kearns said the law will shield volun-

teers from personal liability except in cases of out-
right negligence. In addition, the law caps the
liability of non-profit organizations at $250,000 per
individual claimant or $1 million per incident.

The bill's passage follows Gov. Sununu's March
signing of H.B. 936, which allows defendants in
product liability litigation to use the state-of-the-

art defense. Mr. Kearn explained that the law
allows a manufacturer to use as a defense in a prod-
uct liability case the fact that his product was of the
"best, safest possible design."

The law replaces a similar law declared unconsti-
tutional two years ago.

Meanwhile, a bill that would have modified the
state's doctrine of joint and several liability was not
enacted during the recently adjourned legislative
session.

H.B. 1200 would have allowed defendants in tort

suits to pay only their portion of damages if they
were found less than 50% liable for an accident.

-By Michael Bradford

We'Ve just taken
the "bugs" out
of insurance for

€exterminators!

AND WE INVITE AGENTS AND
BROKERS TO WORK WITH US TO

COMPETE FOR THIS BUSINESS!

No longerdo agents and brokers have to
search for a Pest Control market Brownyard
provides a strcng market, with all of these
advantages:

• Coverage from a Besrs rated A+ (Class XV)
insurer with over 10 years of experience in this
class of business!

• Policy Includes Pollution Liability; Care, Custody
& Control plus the option of Excess Liability up to an
additional 54 rlillion!

• All coverages are wltten on an occurrence basis!

• With this new coverage for exterminators,
Brownyard offers the same professionalism provided
to agents and brokers for over a quarter century.

For full inforrration and applications, call or write
today. Policy now available in most states.
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\ BROTHERS

20 Fourth Avenue, Bay Shore, N.Y. 11706-9838
800-645-5820 (11 NY 516-666-5050)

but take hearti Ansul, the world's leading
manufacturer of fire protection equipment, has
developed new Ingenious, cost effective solutions
that you should know about

Write for free "Restaurant Fire Protection Guide'

Ansul, Dept 1 R, Mannette, Wl 54143
Or Call (715) 735 7411
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October storm sets reco rd insured loss
By CAROLYN ALDRED "The U S property market at the ter loss, accordmg to Swiss Re, was a rates)in 1986 syndicates, which will not report

moment is so competitive European July 1984 hailstorm in Munich, West The eight companies surveyed are their 1987 results until 1990 under

LONDON-The severe wmdstorm companies cannot afford to Increase Germany, which caused $385 milhon • Sun Alliance & London Insur- Lloyd's three-year accounting sys-
that bhstered portions of Europe last rates for US pohcyholders," said a in insured damage (BI, Oc: 26,1987) ance PLC, which paid 128 mil- tem
October w111 not cause U S property property broker with C T Bownng & However, as in the aftermath of lion pounds ($239 4 million) in The impact on reinsurers was
insurance rates to rise even though Co (Insurance) Ltd He added that the San Francisco earthquake, in- storm-related claims by year-end softened because most insurers re-
the freak storm now ranks as the U S property rates now are dropping surers and reinsurers have settled with no catastrophe reinsurance tam more risk now than they did
most expensive insured catastrophe 25% to more than 50% on renewal claims promptly and efficiently and protection Sun Alliance's pretax several years ago, brokers agree
loss m history, London brokers say Claims from the Oct 16 storm proved the ability of the international profits dipped slightly to 171 5 "The reinsurance was well

Current competition in the U S eventually will total at least 15 msurance mdustry to spread the risks million pounds ($320 7 million) in spread and two major British com-
property insurance market will stop billion pounds ($2 8 billion at cur- of a malor catastrophe, brokers note 1987 from 180 4 million pounds panies had no reinsurance cover at
European property insurers and rein- rent exchange rates), brokens and un- Bntish claims from the storm al- ($267 5 million) in 1986 (BI, April all," pointed out Hugh Prior, man-
surers from Increasing rates m the derwriters agree ready exceed 835 million pounds 18) aging director of Winchester
United States to recoup their wind- The October storm swept up the ($ 1 56 billion) with hundreds of • Royal Insurance PLC, which Bowring Ltd
storm losses, the brokers explain Engllsh Channel damagmg residen- claims still bemg filed each week, paid 105 million pounds ($196 4 However, while the initial inn-

However, as the losses from the tial and commercial buildings, over- according to the Assn of British In- million) in storm-related claims pact on reinsurers has been slight
storm start to spiral in London's ex- turnmg ships, planes and automo- surers last year with no reinsurance pro- and slow, brokers expect the
cess-of-loss reinsurance market, biles, and ripping down electrical In addition, the French and Nor- tection Royal's profits fell about storm's aftermath will increase as
LMX underwnters may Increase ca- and telephone cables in southeastern wegian insurance industries have 10% to 274 million pounds ($512 4 losses begin to spiral among Lon-
tastrophe relnsurance rates, accord- England, western France, Portugal paid out massive sums, according to million) last year from 3048 mil- don market excess-of-loss rein-
ing to London market sources and Norway (BI, Oct 26, 1987) two industry associations lion pounds ($452 million) in 1986 surers The LMX spiral is caused

Several British insurers already The October storm "was the lar- The estimated insured loss in (BI, March 7) because underwriters in the LMX

have mcreased property msurance gest smgle, natural hazard which has France exceeds 350 million francs • Commercial Union Assurance market reinsure each other many
rates for UK domestic pollcyhold- occurred m the annals of insurance ($614 million), said a spokesman Co PL C , whose gross storm times, so losses caused by one
ers as a result of "deteriorating Translated into today's values, lt from Paris-based Assemble Pleniere claims totaled 70 million pounds event continue to be passed around
weather patterns in Europe " compares with the San Francisco des Societe d'Assurance Contre l'In- ($ 130 9 million) by year-end and the London market for many years

However, London brokers do not earthquake of 1906," said Ernesto cen(lie et les Risques Divers (Ap- whose net loss from the storm to- For example, retrocessional losses
expect the loss to have any effect Jutzi, an executive vp with Swiss Re- saird) Apsaird compiles property/ca- taled 15 million pounds ($28 1 mil- from Hurricane Alicia, which hit
on commercial U S policyholders' insurance Co m Zurich, Switzerland sualty statistics for the French lion) CU's pretax profits increased the Texas coast in 1983, are still
property Insurance costs The largest previous natural disas- insurance industry 42 8% to 170 1 million pounds being paid in the London market

In Norway, the insured loss ex- ($318 1 million) in 1987 from 119 1 (BI, Nov 16,1987)
ceeds 650 milhon Norwegian krones million pounds ($76 6 million) in Reinsurance claims from the Oc-

($1052 milhon at current exchange 1986 (BI, March 21) tober storm have not multiplied as
rates), said Real Rossvoll, a director • Legal & General Group quickly as expected, but "once
of the Norwegian Insurance Assn, PLC, which paid gross storm they get moving, the storm will

r-/-0
which represents more than 50 Nor- claims of 675 million pounds produce a very substantial reinsur-
weglan Insurance companles ($126 2 million) and whose net ance loss," said David Graves, a

However, the severe loss has left storm losses total 43 1 million director of E W Payne (U K ) Ltd

G. L. HODSON & SON, INC. the European insurance industry re- pounds ($80 6 million) as of year- Speakers at a recent reinsurance

markably unscathed For example, end L&G's profits fell 22 2% to conference sponsored by Insurance
REINSURANCE INTERMEDIARIES despite bearmg the brunt of this loss, 79 2 million pounds ($148 1 mil- & Reinsurance Research Group

many British msurers are reportmg lion) last year from 101 8 million Ltd (see stories starting on page

Founded n 1924 buoyant profits for 1987 pounds ($151 million) in 1986 (BI, 14) also noted the effect of the
For example, eight of Bntain's lar- March 28) storm on the LMX market

gest Insurers paid a total of 603 5 • Guardian Royal Exchange As- The October storm loss "will

million pounds ($ 113 billion) 1n surance PLC, which paid out 53 have a special effect on the UK

New York, NY St Paul, MN
storm claims between Oct 17 and million pounds ($99 1 million) in and Continental markets which

Boston, MA Los Angeles, CA
212-619-7808 612-224-2447 617-426-6110 213-487-2910

Dec 31, accordmg to a Business In- gross storm claims and 25 million have taken the vast malority of the
surance survey However, the same pounds ($46 8 million) in net storm loss," said Callum Stewart, a

New Hyde Park, NY Atlanta, GA San Francisco, CA eight companies also reported that losses by year-end GRE's pretax director of CE Heath PLC
516-365-9000 404-256-9666 415-362-1987 pretax profits mcreased 10 1% to 1 52 profits increased 14 7% to 165 mil- With Hurricane Alicia continu-

bilhon pounds ($2 8 bilhon at year- lion pounds ($308 5 million) last ing to barnstorm ltS way through
2 end 1987 exchange rates) in 1987 year from 143 8 million pounds the upper layers of LMX reinsur-

L-- - from 138 billion pounds ($2 05 ($212 3 million) in 1986 (BI, April ance, the October storm lS "poised

 billion at year-end 1986 exchange 11) to give a repeat performance," said
• Prudential Assurance PLC, John Emney, chief underwriter foI

whose gross storm claims totaled Charter Reinsurance Co Ltd

Cost Containment 55 million to 60 million pounds "There is no doubt whatsoeve

($102 9 million to $112 2 million) that the October storm ts going
and whose net storm claims totaled to cause a radical re-think in some

tailor-made by 18 million pounds ($33 7 million) of the retrocessional markets,"
at year-end Profits increased said Hady Wakefield, chief execu-
17 4% to 242 4 million pounds tive of the North American divi-

Corroon & Black. ($453 3 million) in 1987 from 206 4 sion of C T Bowring (Reinsurance]
million pounds ($306 1 million) in Ltd , adding that the "retroces-
1986 sional underwriters will, quite rea-

For more than 30 years, we've pioneered the • General Accident Fire & Life sonably, try to drive up rates
integration of highly efficient cost containment fea- Assurance Corp PLC, which Already one Lloyd's syndicate

paid 60 million pounds in gross has been forced to make a cash calltures into the plans we design. You can rely on our storm claims ($112 2 million) and to members because lt has inade-
commitment to cost efficiency in the face of 30 million in net storm losses quate reserves in British pounds tc

increasing costs, competition and em- ($56 1 million) as of year-end pay storm losses

- ployee demands for flexible benefits. G A 's profits increased 65 9% to Lloyd s underwriter Peter Cof-
2044 million pounds ($3822 mil- fey, chairman of underwriting

Your problems are lion) from 123 2 million pounds agency P B Coffey (Underwriting

unique. Our sotutions ($182 7 million) in 1986 Agency) Ltd , has asked the 60

Ilj are, too. As one of • Eagle Star Holdings PLC, members of non-marine syndicate
which paid 60 million pounds in 905 to pay 280,000 pounds

lilli I·r----- America 's most gross storm claims ($112 2 million) ($523,600) to cover storm losses

IIi).
innovative and $ 16 million in net storm losses In a letter sent to the syndicate'E

($29 9 million) as of Dec 31 Eagle names, Mr Coffey explained mostemployee benefit Star's profits increased 3 1% last of the syndicate's loss reserves arE
consultants and year to 210 5 million pounds in U S dollars since the principal

brokers, we fashion ($393 6 million) from 204 1 million business of the syndicate is excess-

creative, value-added pounds ($302 7 million) in 1986 of-loss reinsurance

The eight companies surveyed "It will come as no surprise that
solutions through keen thinking recovered a total of 223 4 million we shall be involved in the (storm]

of seasoned professionols. And pounds ($417 8 million) from rein- loss and it'S clear that our sterling

provide the best personal service at surers for storm claims funds will be inadequate to fund
The reinsurance was well spread the claims presented," said Mrevery level. throughout Europe, according to Coffey, adding that "the syndicate

For more information about how we mea- London reinsurance brokers has a reinsurance program but de-

sure up, contact your local Corroon & Black office Storm-related losses sustained pending on the final claim we shall
by Swiss Re total "well in excess of be retaining approximatelyor Richard I. Citron, National Benefits Division, 100 million Swiss francs" ($71 5 200,000 pounds ($374,000) which

Wall Street Plaza, New York, NY. (212) 363-4100. million), according to Mr Jutzi will not be recoverable "

The storm cost Munich Reinsur- The syndicate is new and has

r r, ance Co of Munich, West Ger- been unable to build up adequate
many, between 70 million and 80 reserves in British pounds to pay a
million deutsche marks ($41 7 mil- large U K loss so early in its his-

CORROON & BLACK lion and $47 7 million), said a tory, brokers say, adding that the
Munich Re spokesman cash call has been caused by tech-

foryour benefits. Much of the reinsurance that will meal difficulties because Lloyd's
ultimately pay storm losses was syndicates cannot cash in then
placed with Lloyd's of London U S dollar reserves for pounds I



Municipal bond tax ruling

No bust for municipa bond insurance
By JUDY GREENWALD

WASHINGTON-A Supreme
Court decision that declares Con-
gress has the power to tax income
from municipal bonds is not ex-
pected to have a dramatic impact
on the financial guarantee industry
or the municipal bond market in
general, say many observers.

"My view is it's not going to have
an effect on the municipal bond
business. I also don't think it's

going to have an effect on the mu-
nicipal bond insurance business,"
said Robert J. Genader, senior ex-
ecutive vp at New York-based
AMBAC Indemnity Corp., a finan-
cial guarantee insurer.

Commercial property/casualty
insurers say last month's Supreme
Court decision also is not expected
to influence their investment stra-

tegies.
The high court's ruling last

month overturned a 93-year old
precedent that provided that in-
come earned from state and mu-

nicipal bonds is tax-exempt. Gov-
ernment entities' tax immunity has
permitted them to save money by
issuing bonds with interest rates
lower than those for taxable cor-

porate instruments.
If the Supreme Court decision

were to impact the municipal bond
industry in any significant way, it
likely also would affect financial
guarantee insurers, because mu-
nicipal bond insurance is one of
the most common types of finan-
cial guarantees issued by insurers
(BI, June 1, 1987).

Municipal bond insurers confer
their own Triple-A ratings on the
lower-graded investments they
guarantee. This gives investors the
security of knowing their money is
safe in the event of a default,
though they receive a lower inter-
est rate on the issue than if they
had purchased uninsured issues
with lower ratings and greater
risk.

Financial guarantee un-
derwriters insured about 28% of

the $24.7 billion in municipal
bonds sold in the first quarter of
1988, said Mr. Genader.

Observers also point out that
Congress for many years has been
acting under the assumption it has
the authority to tax municipal
bonds.

Last month's high court decision,
they say, only makes explicit what
had been implicit previously.

The Supreme Court decision only
served to clarify that the taxation
of income from municipal bonds is
an issue for Congress-not the
courts-to decide, said Michael
Djordjevich, president and chief
executive officer of Capital Guar-
anty Insurance Co., a San Fran-
cisco-based financial guarantee in-
surer.

Observers say Congress' long-
standing willingness to pass legis-
lation affecting municipal bonds is
illustrated by the Tax Reform Act
of 1986, which put a per-state cap
on the tax-exempt volume of pri-
vate activity bonds.

Congress for several years has
paid no attention to the theory that
states' bonds are constitutionally
protected from federal taxation,
according to Dennis Holt, manager
of special projects for the Public
Securities Assn. in New York.

With this decision, "the battle
shifts from the courts to Congress,
where in large measure it has been
fought for several years anyway,"
he said.

"The war was already lost" be-
fore the high court's latest deci-
sion, agreed Sylvan Feldstein,
manager of municipal credit analy-
sis at Merrill Lynch Pierce Fenner
& Smith in New York.

Michael Djordjevich of Capital Guaranty Insurance
Co. believes that pressure to cut back on the

number of tax-exempts will continue. Washington,
he says, will deploy 'salami tactics' to reduce the
number of tax-exempts on a piece-by-piece basis.

"The Supreme Court only fina-
lized what we knew already,"
agreed Kevin Conery, vp and se-
nior analyst at Shearson Lehman
Hutton Inc. in New York.

Rep. Dan Rostenkowski, D-Ill.,
chairman of the House Ways and
Means Committee, said in a state-
ment "there is no reason to be-

lieve" the Supreme Court's deci-
sion "will either prompt or deter
future congressional action."

However, a spokesman for the
Washington-based National
League of Cities labeled the deci-
sion "ominous."

"It's certainly created a new ele-
ment of uncertainty, I think, in
terms of what the long-term out-
look is going to be for (municipal)
bonds," he said.

But others point out that con-
gressmen are not especially eager
to eliminate municipal bonds' tax-
exempt status, knowing they
would have to explain their ac--
tion to their constituents.

That would fly in the face of
"political reality," said Capital
Guaranty's Mr. Djordjevich.

Shearson's Mr. Conery noted
that the country's infrastructure,
including ro.ads and other public
projects, much of which is the re-
sponsibility of state and local gov-
ernments, needs an estimated $1
trillion capital infusion between
now and the end of the century. At
the same time, the federal govern-
ment is cutting its own budget.

To tax what are now tax-exempt
bonds, which would force states to
offer higher interest rates to at-
tract investors, "would be kind of a

double whammy," Mr. Conery
said.

"I really don't believe there's any
realistic chance at the present
time" for the elimination of the

tax-exempt status of "fairly pure"
municipal issues such as general
obligation bonds, said Wallace 0.
Sellers, chairman and chief execu-
tive officer of New York-based En-

hance Reinsurance Co., a financial
guarantee reinsurer.

He added issuers and investment

bankers had made themselves vul-

nerable to begin with by extending
the tax-exempt privilege to munic-
ipal-backed private-use bonds.
"It's hard to argue General Motors
should build a plant with tax-ex-
empt bonds," he said.

Mr. Djordjevich believes that
while no major changes are im-
pending, pressure to cut back on
the number of tax-exempts will
continue.

Washington, he said, will deploy
"salami tactics" to reduce the

number of tax-exempts on a piece-
by-piece basis. "It's going to be a
long process. It's not going to hap-
pen overnight."

"They will come back at us every
year. That is predictable," agreed
PSA's Mr. Holt.

But while there are moves to fur-

ther eliminate tax-exempts, there
have been countermoves to restore
some that were eliminated with the
Tax Reform Act as well. "It's not a

one-way street. We're not totally
on the defensive," Mr. Holt said.

Most observers believe that in

any case, it is virtually certain
Congress would limit any cutback
in tax-exempts to future issues and
not touch the tax-exempt status of
any bonds that have already been

issued. "That's a zero risk," Mr.
Sellers declared.

But Leon J. -Karvelis Jr., execu-

tive vp and director of under-
writing and research at MBIA Inc.
in White Plains, N.Y., a financial
guarantee insurer, feels less as-
sured. Mr. Karvelis said he fears

that sooner or later, someone in

Congress is likely to look at the
$756 billion in outstanding tax-ex-
empt bonds as a "potential golden

egg."

"It might be too tempting for
certain politicians to resist," he
said. "I'm an insurance man, and

therefore I'm not a betting man."
Financial guarantee insurers say

that while the bulk of the issues

they currently insure are non-tax-
able, they are prepared to continue
to insure municipal bond issues
even should they lose their tax-ex-
ernpt status.

In fact, said AMBAC's Mr. Gen-
ader, an increase in taxable munic-

ipal issues could be a "tremendous
opportunity" for the financial
guarantee insurance industry be-
cause pension plans that would
purchase such bonds do not have
the financial guarantee industry's
in-depth knowledge of municipal
finance.

"There are a lot of buyers on the

corporate side who don't know or
understand the tax-exempt side
and would value insurance" if

these issues became taxable, said
MBIA's Mr. Karvelis.

Commercial property/casualty

insurers say the Supreme Court
decision has not had any impact on
their investment strategies so far.
Many are now investing most of
their funds in taxable investments

anyway (BI, March 21)
"In our view, it's kind of a non-

event, and the market seemed to

handle it the same way," said Dave
Miller, vp in charge of investments
at Sentry Insurance Cos. in Stevens
Point, Wis. "I don't think it created
a great deal of concern."

A CIGNA Corp. spokesman also
said the ruling should not affect

the company's investment strate-
gies. I
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Seafirst settlement National Union's Mr Greenberg attorney Richard Yarmuth In return for an unusually large ers (BI, Dee 1,1986) Seafirst contri-
declined to comment on how much Specifically, National Union al- premium, the world's "biggest and buted the bulk of the $13 6 million

Continued fTom page 1 of the coverage National Union re- leged that Seafirst concealed perti- most sophisticated" D&O habillty in- The Seafirst-National Union htiga-
extremely difficult for an msurer to talned and how much it remsured nent mformation about nearly $250 surer decided to take a rlsk that D&O tion is one of several of suits in the
rescind a pollcy, National Umon's at- Seafirst subsequently sued several million in non-Penn Square loans liabillty claim payouts would not ex- early 19805 hled by banks seeking to
torney said of its officers after losing nearly $500 when making its apphcation for in- ceed the $20 million primary layer recover D&O liability insurance pro-

"We are pleased with the settle- milhon from energy-related loans m surance coverage And, National and pierce the excess layer, Seafirst's ceeds by sumg their own employees
ment and pleased that the litigation 1982, about half of which were re- Union's underwriters did not dis- attorney said for misdeeds Other cases included

ended," said Stan Carlson, Seafirst's lated to the collapse of Penn Square cover this despite their "longest in- "I think this case is about a com- BankAmerica Corp and Chase Man-
general counsel Bank m Oklahoma Clty vestigation ever," said the opemng pany that's happy to wnte a policy, hattan Corp

The settlement came after a US Seafirst agreed to settle the suit statement by Mr Yarmuth, who is happy to take a premium, but is no- Those cases were an attempt to

District Court Jury m March cleared with its directors and officers on the with the Seattle law firm of Culp, where around when it comes time to make D&0 liability insurance re-
Seafirst and some of its former offl- condition that it could recover dam- Guterson & Grader pay," Mr Bomse asserted in his spond to first-party claims instead
cens of National Unlon's allegations ages from its D&O hability msurers "Seafirst's purchase cf this mis- opening statement of the third-party claims for which
that they fraudulently concealed or The primary D&0 liability insurer management insurance from Na- The four-week trial ended with it was designed, Mr D'Amato said
misrepresented information when agreed to pay its $20 milhon pollcy tional Union when Seafirst knew about four days of jury dellberations Insurers have responded to this
seeking the $55 milllon excess D&0 limits, although about $5 milhon had about its own mismanagement is hke after which Seafirst was found inno- legal tactic by excluding coverage for
habihty pohcy (BI, July 14, 1986) already been spent on defense costs someone trying to buy hre insurance cent of fraud allegations "insured vs insured" claims, said

The settlement eliminated the need The primary policy was under- when therr barn lS already burning A ma]or reason for National Dan A Bailey, an attorney specializ-

for the second phase of the trial in written by MGIC Indemnity Corp, a and they themselves set the blaze," Union's defeat was the fact that ing in D&0 liabihty cases at Arter &
which Seaflrst sought to recover the former Baldwin-United Corp unit the statement asserted Washington law requires a plaintiff Hadden in Columbus, Ohio
excess D&0 liability polic,-limits whose book of D&0 hability business National Union argued that Sea- to show clear and convincing evi- Courts generally are upholding the
and more than $50 milhon m "bad was purchased by CNA Financial first officials' pubhc announcements dence that an apphcant Intended to intent of that exclusion, National
faith" damages from National Union Corp (BI, Sept 26,1983) of loss estimates were significantly make misrepresentations when seek- Unlon's Mr Greenberg said
(BI, Apnl 11) However, National Union "ob- lower than internal estimates ing an insurance policy, said Na- However, at least one court has

The htigation began when National Jected rather strenuously" to paying National Union also alleged that it tional Unlon's Mr D'Amato ruled that enforcement of the ex-

Union tried to rescind the excess the elaina and instead sued the bank, did not know that mismanagement Also contributing to the decision clusion might defeat a policyholder's
D&O hability pollcy it wrote for Sea- said George D'Amato, a semor part- had occurred prior to the policy was testimony that top officers failed "reasonable expectation" of cover-
first The pohcy, issued formally on ner with D'Amato & Lynch m New belng issued, although medla reports to read the policy application, he age, Mr Bailey found As a result, the
Nov 8, 1982, covered the period from York, which acts as National Unlon's citing inadequate control of loan said Although ignorance of a policy's exclusion may be considered invalid
Sept 21,1982, to Oct 13,1584 Sea- outside counsel practices prompted insurance un- contents may provide a defense in if executives did not sign the pollcy
finst paid a premium of $166,560 at In presenting its case, National derwriters to require Seafirst to sup- Washington, it would not work in or did not read it, he said However,
the inception of the pollcy, which in- Union alleged Seafirst's former offi- ply Information in addition to the most other states because laws else- there are "so few decisions, lt renders
cluded pnor acts coverage cers obtained the pollcy "by conceal- standard pollcy apphcation where put less of a burden of proof lt impossible to predict with cer-

National Unlon bound the first $20 ing the truth about what they knew In contrast, Seafirst argued that on the plaintiff's shoulders, he said tamty," he said
milhon of the excess coverage almost about mismanagement at the bank the Insurance application had been However, Seafirst's Mr Carlson In addition to the new exclusion,

immediately and said it wculd seek and about the seriousness of the accurately completed by a lower- emphasized that the bank success- Seafirst-type D&0 liability claims
remsurance support for the remain- bank's financial condition" in its ap- level employee fully defended itself because "the also have caused insurers to change
mg $35 milhon m hmits phcation, said National Umon tnal In fact, the application included Jury found no fraud " their underwriting approach, Mr

Seafirst's report of $963 75 million National Union is now seeking to Greenberg said
m "classified" loans, which Indicated recover its Seafirst-related losses by National Union ceased to follow

CONNING INSURANCE CAPIm UMITED PARTNERSHIP FUNDS
that 12% of Seafirst's total loan port- suing two Seafirst advisers who par- the forms of some primary D&0 ha-
follo might be m trouble, said Steve ticipated in Ming the insurance ap- bility insurers as frequently when

$50,000,000 Bomse, Seafirst's trial attorney, in phcation Broker Marsh & MeLen- writing excess coverage, he said
presenting his opening statement nan Inc is named in a state court sult In addition, underwriters are more

Funds available for qualified mvestment opportunities That rate is "unbelievably high" in Washington, while the Seattle law closely examining bank apphcants by
because a financial expert has said firm of Davis, Wnght, Todd, Riese & scrutinizing financial Information

in the insurance industry including: that any amount more than 1% 15 Jones lS named m a federal district supphed by brokers, loan portfollos,
high, said Mr Bomse, who 15 with court suit in New York analyzing the composition of theVenture Capital · LBO · Special Situations
the San Francisco firm of Heller, In addition, National Union is board and visiting managers in per-
Ehrman, White and McAullffe suing Arthur Andersen & Co, Sea- son to flguratively "kick the tires," he

General Partner Conning/Blgler Limited Partnership "National Union wasn't misled, first's accountant, in Washington said
National Union wasn't deceived It state court because the accountant Mr Bailey said it iS unclear

For Information Call or Write took a calculated nsk," he said approved the third-quarter financial whether the expandmg D&0 habihty

Thomas B Leonardi In fact, National Union charged information on which National msurance market w111 tempt msurers
Seaflrst a premium more than nine Union rehed m issuing the pollcy to ellminate the "insured vs insured"

Conning & Company times the going rate to cover that Arthur Andersen already has con- exclusion
101 PBarl Street, Hartford, CT 06103 risk, he noted, though National tributed a portion of a $136 milhon However, Mr Greenberg said Na-

(203) 527-1131 Umon's Mr D'Amato said the pre- settlement of a class-action lawsuit tional Union "would not be so foohsh
mium was only double the norm filed on behalf of Seafirst sharehold- as to do that " .

Broker revenues
Continued from page 3

Health Care Benefits Black Corp in New York
Mr Malis said "revenue growth for all brokers was masked by a weaker

U S dollar and gains in contingency commissions Those first-quarter

tailor=made by bonus payments from insurers were up between 25% and 100% "
According to Mr Smith, while domestic insurance services revenues for

Corroon & Black. the four largest publicly held brokers-M&M, Alexander & Alexander
Services Inc, Corroon & Black and Frank B Hall & Co Inc -were flat or

down, their international insurance revenues appeared strong due to the

Health Care and Welfare Programs, tcilor-
translation of those revenues into U S currency

Marsh & McLennan, the world's largest broker, reported a 6 3% increase

made for you by Corroon & Black, can help you in gross revenues in the first quarter of 1988 to $595 3 million from $560
million in the first quarter of 1987 Net income rose 1 3% to $94 1 millioncontrol and manage costs while implementing from $92 9 million in 1987

funding techniques with the right balance of M&M's insurance services revenues-insurance and reinsurance bro-
,i

insurance " and "risk." We are pioneers in the inte- kerage-declined 06% in the first quarter to $385 3 million from $387 8
million in 1987 And revenues from its investment management subsidi-gration of cost containment into flexible
ary, Boston-based Putnam Cos , declined 9 7% to $64 6 million from $71 5

delivery systems. million in the first quarter of 1987

l Your problems are unique. But M&M's first-quarter consulting revenues rose 444% to $1454 mil-
lion from $100 7 million, helping the broker report a revenue gain

, Our solutions are, too. As one

1
M&M's "strength in the quarter came in consulting, primarily employee

of America's most innovative benefits," analyst Mr Rosencrants observed

employee benefit consultants "Employee benefits consulting saved the day for them," agreed Shear-

and brokers, we fashion crea- son's Mr Smith

"It's hard to show good revenue growth as a large company when (pre-
tive, value-added solutions mium) rates are going down," said Alex Brown's Mr Malls

through keen thinking of seasoned He also pointed out that since M&M has a predominance of jumbo

professionals. And provide the best accounts where compensation is based on a negotiated fee vs commission
basis, "they got less of a kick from contingent commissions than other

personal service at every level. brokers "

1 F For more information about how we M&M's Mr Bischoff said property/casualty rate reductions and a slight

V , , measure up, contact your local Corroon & increase in non-renewals due to aggressive market competition "basically
r negated our new business effort" in the first quarter, though new business

Black office or Richard I. Cltron, National was strong|4 Benefits Division, Wall Street Plaza, New York, NY. "We were very pleased with our consulting and investment management

(212) 363-4100. results," Mr Bischoff stressed He noted that about half of the consulting

I .P, 16.- revenue gain "reflects acquisitions that were not included in last yeark

f /4
revenues, and the other half is attributable to strong growth, particularly
in benefits and actuarial consulting "

Mr Bischoff explained that it is hard to compare Putnam's first-quarter
1987 and 1988 results accurately because the sale of new mutual funds

CORROON & BLACK was at a historic high in the first quarter of 1987 But Putnam's assets
under management "hit an all-time high of over $43 billion" at the end of

for your benefits. the first quarter this year

"It was a very, very good bottom-line quarter for Putnam," he added
Continued on next page



Continued from previous page
M&M's expenses rose 11.9% in the

quarter to $432.9 million from $387
million in 1987. That, combined with
declines in operating and interest in-
come, caused M&M's pretax mcome
to drop 7.5% to $163.7 million m the
quarter from $177 million in 1987.

But, a 17.2% drop in M&M's tax
liability to $69.6 million in the first
quarter of 1988 from $84.1 million
in the first quarter of 1987 permit-
ted the broker to report a net in-
come gain.

New York-based Alexander &

Alexander reported a 5.2% first-
quarter gross revenue gain to $283.4
million from $269.5 million in 1987.
A&A's net income rose 14.6% in the

first quarter to $16.5 million from
$14.4 million.

The broker's first-quarter 1987 in-
come reflected a gain of more than $6
million on the sale of real estate.

First-quarter 1988 earnings reflect an
11.3% decrease in tax liability to
$13.3 million, compared with $15
million m 1987.

A&A's expenses rose only 4% in
the quarter to $264.6 million from
$254.5 million in the first quarter
of 1987. About half of the expense
increase was attributed to adverse

currency exchange rates.
"A&A showed low expense growth,

and it would have been lower if the

dollar had remained stable," Mr.
Malis explained.

The broker was "most definitely"
pleased with its ability to hold ex-
pense growth to a minimum, said
A&A Secretary Frank Wieczynski in
Baltimore. "Our expense controls are
still in place and will continue to be"
throughout 1988, he added.

"Our new business growth was
super. It had better be when you're
losing commission dollars because of
rate decreases," he said.

A&A had some lost business, Mr.
Wieczynski acknowledged, noting
that this is "not uncommon" in a

softening marketplace. "]t's sort of
the nature of the beast when your
client has been burned by insurers
[or a few years," he said.

A&A's results were "a little bet-

ter than I had expected," said Mr.
Rosencrants. "Their revenue growth
was modest but much better than it
was in the second half of 1987."

A&A was the only one of the top
four publicly held brokers "to show
an increase in pretax earnings," said
Shearson's Mr. Smith. "Their results

were acceptable."
He noted that the broker has done

a lot to control expenses, but he is
concerned that the hiring and salary
freezes that A&A implemented "tend
to be temporary in nature and could
be explosive."

"I think they are on the right track.
They've done a lot...to focus on their
core business," Mr. Malis pointed
Out.

Corroon & Black reported a 3.7%
gain in gross revenues in the first
quarter of 1988 to $106.1 million
from $102.4 million in the first quar-
ter of 1987. Net income, though, grew
534.1% to $87.1 million in the quarter
from slightly under $14 million m the
arst quarter of 1987.

Corroon & Black's first-quarter
1988 earnings include a non-recur-
ring aftertax gain of $73.9 million
from the sale of its 29.9% stake in

Lloyd's of London broker Minet
Holdings PLC. (BI, Feb. 1, Dec. 14,
1987).

Without the effect of this gain, the
broker's pretax income from contin-
uing operations fell 11.4% to $21.2
million in the quarter from $23.9
million in 1987.

While the broker did not break

out its expense figures in its quar-
terly report, Mr. Crane estimated
total operatmg expenses rose 8%.

"We're not yet satisfied with the
ratio between the growth in our
operating expenses and the growth
m our revenues," he said. However,

he pointed out that expense growth
in the first quarter of 1988 is in-
Elated as a result of an acquisition
made during the quarter.

"We're looking at 1988 as a diffi-

cult year," Mr. Crane added. "New

business growth continues at quite
satisfactory levels, but the level of
lost business also continues to be

high. . .as a byproduct of market
conditions."

"I think that Corroon will be able

to control expense growth to within
the limits of their revenue growth,"
predicted Shearson's Mr. Smith.

According to Mr. Rosencrants,
Corroon & Black's results were "mo-

destly disappointing. We had been
hoping for better revenue growth but,
while new business was strong, their
lost busmess is running at historic-
ally high rates for this point in the
cycle." He estimated lost business at
about 10%.

Mr. Malis said that the cash Cor-

roon & Black now has as a result of

the sale of its investment in Minet

"makes them a very attractive ac-
quisition candidate. They are a high-
class organization. Someone might
see the value there," he added.

Briarcliff Manor, N.Y.-based Frank
B. Hall reported a 3.4% decline in
gross revenues in the first quarter to
$102 million from $105.6 million in

the first quarter of 1987. Hall's net
income dropped 27.4% to $5.7 million
in the first quarter of 1988 from $7.8
million in the corresponding quarter
of 1987.

However, Hall did manage to curb
expense growth as Chairman and
Chief Executive Officer Saul P.

Steinberg vowed last summer (BI,
Aug. 24). Expenses grew only 0.4% to
$93.9 million in the quarter from
$93.6 million in the first quarter of
1987. Hall's tax liability dropped
43.6% in the quarter to $3.3 million
from $5.8 million in 1987.

Peter T. Pruitt, president and chief
operatmg officer, said Hall is "very
pleased with the quarter. This is
probably the first quarter that, from
now on, you can compare our results
on a quarter-by-quarter basis."

But, he considers it "difficult to

compare our top line in 1987 with
this year because of our divestitures
and the change in focus of our opera-
tions."

John A. Addeo, Hall's senior vp
and treasurer, noted that the bro-
ker's consulting business was "up for
the quarter, but reinsurance bro-
kerage operations were down consid-
erably. That operation is going
through reconsolidation," he noted
and probably will not show the
"fruits of those labors until the be-

ginning of 1989."
According to Mr. Addeo, Hall's

new business growth outpaced its
loss of business for the quarter. The
broker has new business incentives

and a new business budget m place
for 1988 to assure that this growth
continues, he said.

Shearson's Mr. Smith views as en-

couraging that Hall had a "clean ac-
counting quarter. I don't think it's a
satisfactory quarter or a precursor to
profits," he added.

While Hall's expense control was
also encouraging, "as long as their
revenues are declining, they have to
accelerate their expense reductions,"
Mr. Smith noted.

"Historically Hall has strong first
quarters," Mr. Rosencrants said,
which makes it difficult to draw con-

clusions about the company's perfor-
mance based on its first-quarter re-
sults.

"It's hard to effect a turnaround

in a soft insurance market," Mr.
Malis observed.

Arthur J. Gallagher reported a
strong first quarter, with revenue
gains of 13.5% to $36.8 million from
$32.4 million in the first quarter of
1987. Gallagher's net income grew
17% in the quarter to $4.1 million
from $3.5 million in 1987.

Gallagher reported an 11.4% gain
in commission income from its bro-

kerage operations, as well as an
18.7% gain in fee income from its
self-insurance administration, claims

management and information system
services.

Gallagher's earnings increased de-
spite the fact that the broker's tax
liability rose 27.3% in the first quar-
ter, unlike the tax reductions realized
by other public brokers.

The tax increase was due to two

reasons, Mr. Cloherty explained.
First, acquisitions the broker made
"in 1987 were in high tax jurisdic-
tions such as New York and Cali-

fornia." Second, "with the softening
market, we were not able to run as
much business through our Bermuda
operations as we have in the past.

"We're real pleased with our re-
sults. We're a new-business company
and new business has greatly out-
paced our lost business," Mr. Clo-
herty stressed.

Gallagher has not lost self-insured
clients to conventional insurance

markets because of rate cutting, he
added, because clients are made
aware initially that the purpose of
these programs is to "show a consis-
tent, year-to-year cost savings" over
msurer market swings.

"Their fee income is up, proving
that brokers can continue to do this

business in a soft market," Mr. Malis

agreed, noting that Gallagher "seems
to do the best job at this" of any of
the brokers.

Richmond, Va.-based Hilb, Rogal
& Hamilton Co. reported a 13.8%
gain in revenues in the quarter to
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$11.1 million from $9.8 million in
the first quarter of 1987. Net in-
come rose 37.2% to $1.7 million from
$1.3 million in 1987.

"We are ecstatic. Our system did
extremely well under terribly diffi-
cult market conditions," said HRH
President Robert H. Hilb.

HRH, which has grown rapidly in
the past several years through an ag-
gressive acquisition campaign, plans
to "continue in an acquisition mode.
That is one way to make up for" a
decline in revenues due to the soft

market, Mr. Hilb added.
"They have a strategy to grow their

way through the soft market and
continue to do so (by acquisition). I'm
very optimistic about their strategy
and they are doing a great job," Mr.
Malis said.

Poe & Associates' gross revenues
grew 20.1% in the quarter to $10.1
million from $8.4 million in the first
quarter of 1987. Net income for the
quarter grew 55.4% to $1.9 million
from $1.2 million in 1987.

Mr. Poe noted that Poe managed
to maintain its expenses at about the
same level as in the first quarter of
1987. The broker's earnings were "up

taxation legistatio.7 ..: 3.

aosociahon :, .,LT rroo ' r, , J··, F
r.ho,r,?cal ... rE ner,2 ro'* .Ncril Ac

drug ... ubbestos ... c- .. tly.. -' ,·

nr/¥,nit me OJ-':- 21

THE*SOURCEdon Z
Yuoa uouniy ... uangrupicy borr'

Need the facts fast?

Order Bl's

Editorial Index now!

Uncover the issues. Track the trends. Follow the changes
and developments in nsk management, employee benefits
and the commercial insurance industry.

• all news reports and feature articles published

· indexed alphabetically, chronologically and geographically

· indexed by people, companies mentioned, and subjects
· continuous access-3 quarterly reports plus a cumulative

annual edition

Whatever your needs, interests or curiosities, Business
/nsurance provides a wealth of news and information. Let
Bl's Editorial Index take you there in seconds.

DU,36,6666 17&3167UnCe, 1¥lay 3, 1306 / 91

as a result of extra commission dol-

lars," he explained.
According to Mr. Poe, contingency

commissions in the first quarter to-
taled about $900,000, compared with
about $400,000 in the first quarter of
1987. And Poe & Associates was able

to negotiate higher commission rates
on a couple of its programs, he said.

"Our new business growth was
reasonably strong. Our wholesale
programs are doing very well in this
market," Mr. Poe added.

He explained that when The St.

Paul Cos. Inc. pulled out of the Flor-
ida medical malpractice insurance

market last year, Poe & Associates
arranged with Chicago-based CNA
Financial Corp. to write medical
malpractice coverage for those health
care providers previously insured
through St. Paul's program.

"We picked up about $1 million
in revenues" on the program, Mr.
Poe noted. He estimated that Poe &

Associates and CNA wrote about 80%

of the business formerly insured by
St. Paul.

None of the financial analysts con-
tacted track Poe & Associates' re-

sults. I
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A Flexible Benefits Program, tailor-
made for you by Corroon & Black, will help

you give employees a choice of benefit
packages suited to their needs, help you intei

grate your benefit plans, take advantage of
new tax laws, compete better in recruitment and
keep costs low.

Your problems are unique. Our solutions are,
too. As one of America's most innovative employee
benefit consultants and brokers, we fashion crea-
live, value-added solutions through keen thinking of
seasoned professionals. And provide the best per-
sonal service at every level.

For more information about how we measure
up, contact your local Corroon & Black office or
Richard I. Citron, National Benefits Division,
Wall Street Plaza, NewYork, NY. (212) 363-4100.

CORROON & BLACK

for your benefits.
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Flex plans curb medical costs: Study
By ALISON KITTRELL ees a choice of medical plans reported that the employers' HCFA

share of overall medical costs rose only 42% in 1985 That One reason for the savings at companies with flexible ben-
Flexible benefit plans are helping U S employers control compares with an overall national increase in employers' efit plans lS that the programs often are introduced as a way

rising medical care costs, according to a recent survey medical costs of 8 5% in 1985, according to data compiled by of making other cost containment or cost shifting moves-
Lincolnshire, Ill -based consultant Hewitt Associates the federal Health Care Financing Administration such as increased deductibles or copayments-more palat-

looked at 206 flexible benefit programs offered by 202 em- And, the employers' savings have been evident for several able to employees
ployers nationwide and found that the employers surveyed- years The Hewitt respondents reported an average health However, the survey shows that not all the savings experi-
all of which had some kind of flexible benefits program-re- care cost increase of 42% in 1984, compared with a na- enced by employers with flex plans can be attributed to cost
ported health care benefit cost increases that were signifi- tional average of 10% And, m 1983, the survey respondents shifting
cantly lower than the national average reported an average decrease of 1 8% in their medical costs, For example, the respondents reported that overall medical

For example, the 163 plans surveyed that offered employ- compared with an increase of 113% nationally reported by Continued on nezt page

The professional marketplace
RATES AND CLOSING TIME:

Rates: Dphly class*ed is $92 75 per column inch, mimmum ofone indi Straight class#d is Closing: Published every Monday. Copy must m typewntten form by noon Tuesday, 6
$750 per line. minimum of 5 lines Count 34 dwracters per line (include each space and days preceding publishing date No verbal phone copy accepted Prepayment required for
punctuation as a character). Additional $15.00 charge fir Wl blind box ads Only those reponses straight advertisements. Mail ads to Margaret Hikido, Classifed Advertising, 740 N Rush
which jit mto a business size envelope imll be fuwarded. Responses are fowarded dmly St Chicago, IL 60611 For more injormation call 312-649-5340

JOIN A WORLD LEADER! FLORIDA STATE FILINGS BUSINESS OPPORTUNITY HELP WANTED

A M Best Company, the world's leading publisher of insurance books, Obtain Copies of State of Ronda Reinsurance company charter PROPERTY
ASSISTANT TO CITY MANAGER

magazines, newsletters and electronic data, has the following opportu- Insurance Companies' Filings and licenses available in UNDERWRITER/ EMPLOYEE SAFETY
nity available Fast Service Reasonable Cost Contact

The City of Cincinnati lS seeking a dy-
ASSOCIATE EDITOR

Public Information Services, Inc. about 30 states Seller willing MANAGER namic, innovative individual to super-
630 West Brevard Street to absorb costs and guaranteeJournalism/Business major or corporate communications person with vise and direct the administration of
Post Office Box 10605 runoff of modest liabilities and Growing Excess and Surplus the employee safetv, risk managementexpenence analyzing statistical data required Financial wnting with Tallahassee, Florida 32302 and employee health services programs

newspaper or magazine expenence necessary Selected candidate will Telephone (904) 22+4487 uncollectables and offer one Lines Agency is seeking an in- Reports directly to the City Manager
research and wnte weekly articles, maintain statistical information files, year of free rent to right buyer, dividual to manage and expand Develops city-wide safety policy, eval-
assist Best's Insurance Management Reports editor with researching/ principles only our Properly Department This In- uates safety training programs and de-

dividual must have managerial velops a comprehensive plan to reducewnting projects Box 2410, Business Insurance
L skills, be technically proficient and occupational injuries Must have five

We oHer a competitive salary, comprehensive benefits package, and 740 Rush St have excellent communication years experience as an Industrial Hy-
convenient location on Rte 78 in Hunterdon County For immediate RETAIL TRUCK

Chicago, IL 60611-2590 skills We would prefer that the in- glenist or Safety Manager performing

consideration please send resume WITH SALARY REQUIREMENTS PRODUCERS work of similar complexity to the
dividual have established relation- duties listed above Must have com-

to
WANTED ships with prime Property Malets pleted 90 quarter hours at an accre-

Mr Jamie Gacos, Director, Human Resources and be a self starter capable of dited college in courses closely related
A. M Best Company Due to program expansion, we

making things happen
Ambest Road, Oldwick, NJ 08858 are currently seeking expert- FOR SALE $34s:ar,0 $52,824 peryefrwairt edE

enced, licensed, retail truck CALIFORNIA M.G.A./EXCESS & A liberal compensation package lent fringe benefit package Applica-

producers to represent finan- SURPLUS LINE will be available to the nght indivt - tions may be obtained from Frank B
ual along with opportunities for Hotze, Personnel Department, City ofcially strong insurance camers Ten year old California based company ownership We particularly encour-

Cincinnati, 215 City Hall, 801 Plum
Street, Cincinnati, Ohio 45202 Appli-for primary liability. physi- with several in house" carriers as age responses from those cur- cations must be postmarked not latercal damage and cargo in well as over twenty others Licensed in rentl within the Excess than May 21, 1988 CITY RESIDENCY

most U S States other states Current volume in excess and 54Z1' Ses Community REQUIRED AT TIME OF APPOINT-
MENT THE CITY OF CINCINNATI ISPlease reply to of $24,000,000 annual Cash sale no If interested please forward a re- AN EQUAL OPPORTUNITY EM-Box 2356 stocks Principals only Reply sume and a bnef but concise letter PLOYER M/F/H QUALIFIED DISA-

i CLAIMS MANAGER Business Insurance Box 2413, Business Insurance outlining why you are interested in BLED PERSONS ARE ENCOURAGED
The professional selected for this career opportunity will be responsi- 740 Rush St. 740 Rush St. TO SELF-IDENTIFY AT THE TIMEthis position Please reply to the

OF APPLICATION AND AT THE EM-

ble for the day to day administration of our self-insured professional Chicago, IL 60611-2590 Chicago, IL 60611-2590 address below
PLOYMENT INTERVIEW HELP THE

CITY HELP YOU'liability program and our retrospectively rated Workers' Compensation INInSTATE *4-
program The Manager will also be involved with general insurance,
loss trending and analysts NOTICES

Minimum requirements include a Bachelors Degree, ARM or CPCU --4 EXCESS
MARYLAND DEPARTMENT OF

desirable and demonstrated professional communication skills REGIONAL P 0 Box 249 TRANSPORTATION MASS TRANSIT

We can offer you salary commensurate with your experience, an WORKERS' COMPENSATION SPECIALIST Bloomfield Hills, Michigan 48013 ADMINISTRATION

REQUEST FOR PROPOSAL FORexcellent benefit package and a major Metropolitan Health Care en- Attenbon Charles E Marlin
Target, a Division of Dayton Hudson Corporation, is an up-scale INSURANCE CONSULTANT BROKER

vironment in Upstate New York For prompt and confidential consider-
discount department store chain with 350 stores nationwide We

SERVICES FOR OWNER-CONTROLLED
alton, please submit your credentials and salary requirements to INSURANCE PROGRAM FOR

Assistant Director seek a candidate to manage high dollar workers' compensation BUSINESS OPPORTUNITIES BALTIMORE RAIL PROJECTS
CONTRACT NO MTA 23-92-4

Human Resources claims for Target's 112 stores and distribution centers in Califor- The Maryland Mass Transit Admints-
Albany Medical Center nia Other respons,bilittes Indude return to work and rehabilita- WANTED

PaC AGENCY/PRODUCER
tration is soliciting proposals from

43 New Scotland Avenue tion programs, workers' compensation training for store person- qualified insurance consultants/bro-
Forest Agency is looking for a pro- kers to perform services as the Insur-Albany, NY 12208 nel, and lost time claim coordination. This candidate will work ducer/firm with less than 2 million in ance Administrator for an Owner-Con-

(518)445-3302 premiums to purchase Principals/kevclosely with Target's insurance companies, stores, distribution trolled Insurance Program (OCIP) The
An Equal Opporturity/Affirmative Action Employer M/F/H personnel joining will be considered

centers, and attorneys Job is based In Fontana, California OCIP will be used for construction of a
ban Browne, 1111 Chicago, Oak Park, 1 44 mile underground extension of the

Qualification requirements are Bachelors degree plus 3-5 years IL 60302 Baltimore Metro System and may be

of California workers' compensation claims expenence Prefer BROKERAGE FIRM WANTED used for construction of 27-mile hght
rail system Proposals are due no latermulti-store retailer or self-insured background Strong communt- The New Mexico Association of Coun-
than 4 00 p m local time, on June 6,

cation and negotiation skills a must ties will be implementing a multi-line 1988 The Request for Proposal (RFP)

Send resume and salary history to (DTARGET
property and casualty pool effective document sets forth all details con-
January 1, 1989 It is the intention of cerning the projects, services required,

Mark Anderson the Board to select a single agent/bro- and proposal preparation require-
ker to negotiate all reinsurance op- ments A copy of the RFP for ContractManager, Risk Control & Insurance tions Claims and safety contracted

RISK/INSURANCE MANAGEMENT
MTA-23-92-4 may be obtained by con-

Target Stores providers will also be exclusively se- tacting Mr Nicholas J Kiladis, Direc-
lected Request for Proposals may be

Ancilla Systems, a multi-hospital Catholic healthcare system, has an P.O. Box 1392
obtained by writing Donna K Smith,

tor, Contract Administration Depart-
ment, Mass Transit Administration, 300

Immediate opening for an expenenced Director of Risk and Insur- Minneapolis, MN 55440-1392 Executive Director, -New Mexico Asso- West Lexington Street, Baltimore,
ance Management An EEC)/AA employer clation of Counties, 410 Don Gaspar, Maryland 21201-3415 Telephone (301)

Santa Fe, New Mexico 87501 Com-

This position is responsible for the effective management of property 333-4087 A Pre-Proposal Meeting is
pleled Proposals accepted no later than scheduled to be held at 10 00 a m on

and casualty nsks to which Ancilla Systems is exposed This in- May 20, 1988 May 23, 1988 1 the Presentation room
cludes, wherever possible, the Identification and measurement of on the fourth floor at the above ad-

the risk, the coordination for the prevention and reduction of such HELP WANTED dress Firms wishing to attend this

nsk to the extent possible and the transfer of risk that cannot be RISK MANAGEMENT ANALYST meeting should telephone (301) 333-
4087 by May 19, 1988 The Mass Transit

eliminated or reduced through the use of a formalized self-insurance To $35,000 MECHANICAL ENGINEER Administration hereby notifies all Pro-
program or the purchase of insurance from insurance companies 25 years' Expenence Will handle as- Posers that, in regard to any ContractGuardsmark, Inc privately owned secunty services organization operat-
The Trust is a self-insured program for the areas of professional signments Inspection Reports, Loss entered Into pursuant to this advertise-

ing nationally In over 400 citles with 78 offices and 7,500 employees, and control, Audits P&C Licensed Paul ment, Minonty Business to this Notice,
liability, general liability and worker's compensation for the par- expenencing rapid growth, has an opening in Its insurance staff for a nsk Sood, P E., P 0 Box 277522, Riverdale, and will not be subjected to discrlmt-
ent company and all Its not for profit hospitals and healthcare IL 60627 312-748-5300. nation on the basis of political or reh-

management professional We have histoncally been an industry leader glous opinion or affiliation, race, color,organizations with assets of $19,000,000 This position functions as In innovative loss prevention programs with the full support and backing CLAIMS MANAGER Creed, sex, age or national origin in
the administrator of Ancilla Insurance Trust of our President CITY OF SHREVEPORT, LA consideration for an award Minority

This individual ts also responsible for maintaining effective rela- Combined all lines adjusting and man- Business Enterprises are encouraged to
Based in Memphis, Tennessee, and reporting directly to the Vice Pres:- agement Eight years experience re- respond to this solicitation noticetionships with the System affiliates, subsidianes, Ancilla Insur- dent-Risk Management, this highly visible position ts responsible for nsk qulred minimum Salary dependent on

ance Trust beneficianes and trustees, Insurance carriers, brokers, identification, nsk analysts, risk financing with emphasis on coverage qualifications Send resume by 5/31/88with salary history and requirementsactuary, accountants, ensunng that claims are processed accurately The
analysts and administration of retro plans, and the development and to City of Shreveport, Department of

and promptly through effective management of claims adjusting administration of corporate loss prevention programs Finance, P O Box 30168, Shreveport,firms and defense counsel, and assisting hospital risk managers Qualified candidates vwll have 2 to 5 years expenence in nsk/insurance LA 71130, Attention Claims Manager P rofe ss ional
with developing and monitonng their programs management plus a Bachelors degree in business, finance or insurance

Application

The successful candidate will have 5-10 years expenence in risk Excellent communication skills and a strong desire for professional WORKERS' COMPENSATION CLAIMS Marketplacemanagement, preferably hospital based, negotiating with brokers, growth are essential
ADMINISTRATOR

actuanes and underwriters,insurance program development and in- The City of Daytona Beach self-admin-
Guardsmark offers outstanding salary growth, bonus potential, and bene- isters its self-insured workers' com-

surance program administration TARGETSfits package Starting salary to $35,000 depending upon expenence For pensation claims The qualified apph-
Submit resume, with salary history, to prompt, confidential consideration, send your resume including salary

cant must have a Bachelor's degree and

Ancilla Systems, Inc. three years experience in W C claims
history to handling Experience with Florida your BEST1100 Elmhurst Road GUARDSMARK, INC. Workers' Compensation and Safety is

Elk Grove Village, IL 60007 Hubert McCommon, Vice President-Risk Management preferred Salary range $15,704-
ATTN. Vice President Human Resources $24,336 per annum Equal Opportunity JOB

P.O. Box 45, Memphis, Tennessee 38101 Employer Please submit resume to
EOE/AA

Equal OpportunRy Employer M/F Risk Manager, City of Daytona Beach,
P O Box 551, Daytona Beach, FL
32015

Candidates
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Continued from previous page • Dental care Eighty-three percent of the plans offer dental
costs-including the share paid by employees-rose an av- care The surveyed plans offered an average of two dental plan
erage of 66% in 1985, compared with a national average options Employees in 95% of the plans can pay dental plan Stand-alone FSA
increase of 8 5% reported by the HCFA premium contributions with pretax dollars

In 1983 and in 1984, the survey respondents reported total The survey authors also note that dental coverage often is
medical cost increases of only 7 2%, compared with the HCFA introduced as part of a flexible program "Of the 138 survey
national average of 11 3% in 1983, and 10% in 1984 programs that include dental, 15% are offering the benefit losing popularity,

Marianne Brackey, Hewitt's national practice leader for for the first time "
flexible compensation, explained that flexible benefit plans 0 Vision care Seventeen percent of the plans offer vision
save money because they result in a much more cost-efficient care, with an average of one option per plan,And, 93% of survey shows
expenditure of employers' benefit dollars the plans allow employees to use pretax dollars to purchase

"What happens under a typical flex plan is that employers the coverage By AUSON KF[TRELL
give employees some control over how their benefit money is • Life insurance Group life insurance options are offered

Stand-alone flexible spending accounts-whichspent," she explained by 77% of the plans, with an average of four options available
Employers can make employees more satisfied with fewer Seventy-six percent of the plans allow workers to use pretax offer employees no choice in determining benefit

benefit dollars" by giving them spending control, Ms Brackey dollars to pay contributions for group life insurance levels-are decreasing in popularity, according to a
said survey by consultant Hewitt AssociatesSomewhat fewer-59%-of the plans offer dependent life

Offering employees a choice also causes the employees to insurance, with an average of three options available Pre- The survey, "1987 Survey of Flexible Compensa-
tion Programs and Practices," shows that whiletake a hard look at the benefits they need, she said "As em- tax dollars can be used to fund this benefit in 58% of the

ployees have more options, they tend to shop for health care plans flexible benefit programs in general are popular
with employers, fewer stand-alone FSA porgramsmore carefully," she said, noting that also saves employers 0 Disability coverage Almost half-48%--of the plans offer

money long-term disability coverage options, with an average of two are belng formed
Containing medical care costs was mentioned second-most options per plan Seventy-one percent of those plans allow em- For example, 11 surveyed stand-alone FSAs were

often by the survey respondents as the reason for implementing ployees to buy LTD coverage with pretax dollars implemented in 1984 and 12 were started in 1985
a flexible benefit program • 401(k) plans Some 57% of the flexible benefit plans But, only half that many-six-were started in

And, more than half-56%-said their flex programs had offer a 401(k) or capital accumulation plan option 1986

helped them to meet that obJective The employees most likely to be included in a flexible benefit Employers can offer stand-alone FSAs to reim-
Only 5% said the cost containment objective was not met, program are full-time salaried and/or exempt employees, who burse health care or dependent care expenses under

while 39% said it was too early to tell are included in 96% of the plans surveyed Non-bargaining Section 125 of the Internal Revenue Code

The most-often cited reason for implementing a flex plan hourly employees are eligible to participate in 62% of the Previously, they had been able to also offer group
was to meet diverse employee needs And, 84% of the respon- plans legal benefits through FSAs, but the section of the
dents said their flexible program had helped them meet that Hourly employees covered by bargaining agreements are tax code authorizing employers to provide group
goal, while only 2% said that objective had not been met and eligible to participate in only 16% of the plans, but there is legal benefits on a tax-free basis expired Dec 31,
14% said it was too early to tell an indication that more unionized workers are becoming eligi- 1987

Ms Brackey said that the double benefit of meeting the ble for flexible benefits Some 47% of the respondents that The vast majority-84%-of employers with
needs of a changing workforce and putting the reins on health have expanded the eligibility of the plan since it was imple- stand-alone FSAs offer both health care and depen-
care costs are leading increasing numbers of employers to im- mented have included bargaining employees, compared with dent care accounts, according to the survey Eight
plement flex plans only 28% that have added non-bargaining hourly employees percent offer only health care accounts and 2% offer

only dependent care accounts And, 6% offer health"The interest has been growing dramatically," she said "I "This indicated that bargaining units may be becoming
don't see any reduction in interest, and I think lt'S building more receptive to choice-making programs," the survey au- care, dependent care and legal expense accounts.

The malority of the stand-alone FSAs are fundedmomentum " thors say
Other reasons for implementing flex plans Include maxi- In other survey findings by employee contributions Some 68% of the ac-

mizing the tax-effectiveness of benefits, increasing employee • Costs for setting up a flexible benefit program increased counts are funded solely by employees, while 15%
understanding of benefits, reducing benefit expenditures, of- with the number of employees eligible For example, costs use only employer funding and 17% are funded by

both employer and employee contributionsfering new benefits at little or no cost to employers, controlling averaged $26,000 for companies with fewer than 1,000 eligible
The survey found that, during the 1987 plan year,other benefit costs, meeting competitive pressures, and facili- employees but climbed to $ 118,000 for companies with 1,000 to

tating mergers and acquisitions 5,000 employees The average start-up cost was $152,000 for the average participation rate in stand-alone health

The survey authors pointed out that although facilitating employers with 5,000 to 10,000 eligible employees and care accounts was 31% of eligible employees, and
the average employee contribution was $653mergers and acquisitions is "a recently appearing objec- $260,000 for plans with more than 10,000 employees eligible

tive for those organizations that mentioned this as a pro- • A variety of media are used to communicate flexible pro- Under federal law, employees must forfeit any

gram objective, 75% ranked lt as first or second in impor- grams to employees For example, in the year the plan 15 intro-
tance " the end of the plan year Forfeitures in stand-alone

funds remaining in a flexible spending account at
duced, 79% of the respondents used newsletters and highlight

The survey found that a variety of sources were used to fi- brochures, while 71% used personalized enrollment materials, health care accounts in 1986 averaged $16 per em-
nance the programs that offered benefit choices, not Including 63% used bulletin board notices and 47% used a videotape pre- ployee

stand-alone flexible spending accounts in which employees sentation During the 1987 plan year, an average of 3% of
have the choice only of whether to participate in a health care, However, m subsequent years, communication efforts were eligible employees participated in stand-alone de-

dependent care or legal expense reimbursement Employee sal- reduced For example, only 67% used newsletters and 57% used pendent care accounts, with an average contribu-
tion of $1,820 The average forfeiture for dependentary reduction was a source of funding in 93% of the choice- brochures in subsequent years and only 20% used videotapes
care accounts in 1986 was $11 per participantmaking plans, while employer contributions were used in 78% But, 71% continued to use personalized benefit enrollment ma-

Some 35% of the plans also used funds gathered from trade- terials And, an average of 2% of eligible employees par-
offs among benefits, such as selling vacation time • Employees covered by the survey plans expressed high ticipated in personal legal spending accounts in

And, the survey found that flexible credits or "dollars" levels of satisfaction A whopping 84% of the total employ- 1987, with an average contribution of $753

were used to purchase benefits in 64% of the choice-making ees gave the plans a very favorable or somewhat favorable Employees are pleased with stand-alone spending
programs rating account programs, though slightly less pleased than

Flexible plans cover a variety of benefit areas, the survey Only 13% of employees had a mixed reaction to the plans and employees who have choice-making flexible benefit
noted, including a mere 3% gave them an unfavorable rating programs

• Medical care Some 98% of the flexible plans include an Union workers were less enthusiastic, however Forty-eight Some 79% of employees with stand-alone FSAs

indemnity medical care plan among medical care options, percent of bargaining employees gave the plans a favorable gave the programs favorable ratings, compared with
and employers offered an average of three indemnity op- rating, but an equal number had a mixed reaction Still, only 84% of employees in choice-making plans
tions 4% of union workers had an unfavorable reaction Eighteen percent of the employees with stand-

In 96% of the plans, the employees premium contributions in . alone FSAs had a mixed reaction, while 3% had
negative reactionspretax dollars, while the premium is fully employer-paid in the Copies of "1987 Survey Of Flexible Compensation Programs

Among union employees with stand-alone FSAs,remaining 4% of the plans and Practices" are available for $100 each from Cathy Schmidt,
50% were favorable, 33% had a mixed reaction, andIn addition, 83% of the plans offer at least one health Hewitt Associates, 100 Half Day Road, Lincolnsh:re, Ill 60015,

maintenance organization, with the respondents offering an 312-295-5000 17% had an unfavorable reaction

average of six HMO options

Genentech names Finney risk manager
Robert D. Finney, 30, has been master's degree in education from with Revlon Inc m New York, and

named risk manager for Genentech Comings & goings: buyers Boston University, and a doctorate Foster Wheeler Corp in Livingston,
Inc in San Francisco In this newly in education administration from N J Mr Bayeux received a bachelor
created position he 15 responsible Auburn University m Auburn, Ala of arts degree in history and master
for developing a comprehensive is responsible for the development gree from Hamilton College in Clif- In addition, Mr Meyerholt holds the of business administration degrees
risk management program for and implementation of corporate ton, N Y In addition, Ms Mason is a Associate in Risk Management and from Seton Hall University in South
Genentech, which manufactures policy on insurance and risk man- deputy member of the Risk & Insur- Chartered Property & Casualty Un- Orange, N J In addition, he holds
pharmaceuticals and is involved in agement, as well as management of ance Management Society derwriter designations the Associate in Risk Management

*** ***genetic research and development AMAX's North American property/ designation and is a deputy member
He reports to Kathy Glaub, assis- casualty insur- William H. Meyerholt has been John J. Bayeux, 32, has been of the Risk & Insurance Manage-
tant treasurer Prior to loining ance and risk AIIA named corporate director of risk named vp and assistant director of ment Society
Genentech, Mr Finney was an as- management management and loss prevention at risk management at Shearson Leh- ***

sistant vp/account executive with programs She The Lubrizol Corp in Wickliffe, man Hutton Inc in New York In Gary G. Gillham, 46, named
Fred S James & Co of San Fran- reports to Robert 8 +, Ohio In this position he oversees this newly created position Mr director of risk management and in-
cisco and, prior to that, served as J Ryan, vp-in-  international Insurance programs Bayeux lS mvolved m all aspects of surance at Inspiration Resources
risk manager of Esmark Inc /Bea- surance Ms  r' and loss prevention activities at the the financial services company's Corp in New York In this position
trice Cos in Chicago He holds a Mason, who company's facilities worldwide He risk management program, includ- he oversees the diversified natural
bachelor's degree in risk manage- joined AMAX m replaces James G. McMullen, who mg directors & officers Insurance, resources company's property/ca-
ment and a master of business ad- 1985 as insur- left the company, and reports to J R bonds and other property/casualty sualty insurance, safety and risk
ministration degree in finance ance administra- il Cooper, Lubmol's controller Prior coverages He reports to Bernard A management programs He replaces
from the University of Georgia at tor, most re- Ms. Mason to lommg Lubrizol, which manufac- Kesselman, senior vp and director of Stephen Giles, who left the com-
Athens cently served as tures specialty chemicals, Mr risk management Prior to ]01ning pany, and reports to Denis B Brady,

***

assistant manager m the msurance Meyerholt served as risk manage- Shearson, Mr Bayeux was vp and senior vp and chief financial officer
Ellen G. Mason has been pro- department Prior to Joining the ment administrator for Seminole nsk manager at L F Rothschild & Prior to joining Inspiration, Mr

moted to manager of insurance at mining concern, she held various Electric Co m Tampa, Fla He holds CO in New York Before that he Gillham served as corporate direc-
AMAX Central Services, a division positions with Marsh & MeLennan a bachelor of science degree m engl- served as senior Ilsk analyst at Pep- tor of risk management at ADT Inc
of AMAX Inc in Greenwich, Conn Inc and American Standard Inc neering from the US Military siCo Inc in Purchase, NY, and has m New York and before that held a
In this newly created position she She received a bachelor of arts de- Academy at West Point,NY,a also held risk management positions Continued on next page
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Product liability Adverse effects of Droduct liabilitv crisis "Congress is controlled by lawyers, and

(By percenr or companies reporting impact) lawyers are getting rich quick on product h-
Continued from page 3 ability cases No action is likely to occur ex-
has had only a "minimal" impact on their cept to try to shift the blame to the insurance
company

50 industry," commented the president of a di-
Companies feeling a major impact are versified manufactunng firm

those that have experienced or anticipate 40 Despite their cynicism, most of the respon-
five or more of the following eight adverse dents agree that tort reform lS the best way
effects 30 to correct product liability problems

• Plant closures The respondents ranked their top 10 de-
0 Discontinuation of an existing product 20 sired tort liability reforms in order of signif-

or products icance

• Layoff of employees 10 • Replacing strict liability with a fault-
• Loss of market share based system
• Discontinuation of research on liabil- 0 - m • Curtailing or eliminating joint and sev-

Closed Laid Discontinued Decided Decided Discontinued Moved Lost
ity-prone product lines production 0" product against aga,nst product production market eral liability

0 Movement of production to an overseas plants workers lines introducing acquisitioW research olfshore share • Capping damages for pain and suf-
location new merger fering

0 A decision not to introduce newly deve-
products

• Capping on punitive damagesSource The Conference Board

loped products C Limiting attorneys' contingency fees
0 A decision not to acquire or merge with • Limiting the time span during which 8

another company research of new products, as well as existing said the impact was moderate, and 25% said suit can be filed
Companies experiencing a moderate im- products For example, 25% of the respon- it was minimal • Allowing use of the state-of-the-art de-

pact were those that had experienced some dents said their company had discontinued Some 29% put the average increase from fense, under which manufacturers claim they
cost increases and at least four of the adverse product research as a result of the product 1984-87 at 1% to 2%, and an equal number are not liable because they could not have
consequences liability situation, and 39% said they had de- said the average increase ranged from 3% to known of a problem or defect based on the

Companies experiencing a minimal impact cided against introducing a new product 5% Sixteen percent said the increase was technology in existence at the time a producl
had no cost increases above 2% and no direct "We have been forced to discontinue sale more than 20%, 14% said lt was from 6% to was made

experience with any of the adverse effects of therapeutically beneficial drugs because 10%, 10% said it was from 11% to 20%, and • Including collateral source payments
In addition to the effect on their individual of excessive product liability costs," a drug 2% said the increase was less than 1% when calculating award payments

company, 45% of the respondents said their manufacturer said "In the future, unless A major indirect cost of product liability • Federal pre-emption of state tort 1 tabil-
industry was feeling a malor impact from the balance is restored to the product liability was the cost of executives' time spent on ity laws Federal product liability reform
product liability system, while 39% de- system, more and more health care com- legal concerns ranked low because many executives believe
scinbed the effect on their Industry as mod- panies will be deterred by liability concerns "Among the reasons that chief executives that state reform would be more meaningful
erate and 16% said their Industry was only from pursuing certain areas of research and are adamantly opposed to the current prod- and they wish to avoid more federal inter-
minimally affected introducing innovative new products uct liability system is the enormous tax it vention

In some cases, the effect is concrete, re- "Ironically, the victims of the excesses of exacts on executives' time Senior executives • Applying antitrust laws to the insurance
flected in plant closings, product discontin- the product liability system will be the con- are often called on to testify-both in depo- industry The ranking of this as the least-de-
uations and worker layoffs sumers, the very persons the system purports sitions and in court-on products their com- sired reform Indicates that the executives

For example, 47% of the survey's respon- to protect," the executive said pany has manufactured," the survey noted feel that the tort system, rather than insur-
dents said they have discontinued product Twelve percent said their company raised 'Although companies win a malority of ers, is primarily to blame for problems in
lines as a result of product liability prob- its prices to cover all the added costs related cases, the process of defense nonetheless ab- product liability, the study said
lems, while 16% said they have laid off to product liability, while 22% said lt ab- sorbs significant amounts of executives' The respondents also were asked to rank
workers and 9% said they have closed plants sorbed some of the cost increase itself but time," the survey said the proposed reforms according to which

In addition, 22% said product liability raised prices to cover the remainder, 48% In addition, the product liability system they felt were most likely to occur Their top
issues have caused them to decide against a said their company absorbed all of the in- exacts a toll because its unpredictable na- choice-replacement of strict liability with a
merger or acquisition, and 22% said they crease and 18% said it took some other ac- ture makes corporate planning extremely fault-based system-falls to No 7 in this
have lost market share as a result tion difficult, the respondents said ranking, indicating many of the executives

In fact, some of the executives said they Some 38% of the respondents said the One of the respondents, the president of an believe that the concept of strict liability is
felt entire industries may be driven out of product liability situation has had a major aerospace products company, said "The pri- too strongly entrenched in U S law to be
business by rising product liability costs impact on their company's direct costs, such mary impact results from uncertainty, which easily pushed out

The president of a major sporting goods as liability insurance costs, product-related makes rational business planning impossl- The reforms that the executives consider

company said "All recreation activities now litigation costs and payment of claims and ble We're defending suits, involving ancient most likely are
conducted in an organized format will likely court awards In addition, 36% of the re- products, with claims that were totally un- • Caps on punitive damages
be discontinued as parks, schools, camps, spondents reported a moderate impact on foreseen when the products were designed • Inclusion of collateral source payments
Boy Scouts, etc , are unable to obtain insur- their company's direct costs, and 26% said and sold and when insurance was purchased • Caps on damages for pain and suffering
ance Not only our company, but an entire the impact was minimal It is impossible to predict what future appli- • Curtailment or elimination of Joint and
industry, could well be eliminated " The largest number of respondents, 30%, cation of product liability law will be made several liability

Product liability problems also are hurting said the average increase in direct costs from to today's products We can take no ade- • Limiting the time during which a suit
U S manufacturers' ability to compete on an 1984-87 was more than 20% Some 27% said quate precautions against future liability " may be filed
international scale The huge product habil- the increase averaged 3% to 5%, and 23% The respondents did see some positive ef- • Allowing use of the state-of-the-art de-
ity costs that U S manufacturers pay are said it averaged 1% to 2% fects of the current product liability situa- fense
not, by and large, shared by manufacturers In addition, 12% said the average increase tion Some 47% of the respondents said their • Replacing strict liability with a fault-
in other countries, the executives said in direct costs from 1984-1987 was in the 6% experience with the product liability system based system

Some 49% of the executives said the U S to 10% range, 6% said the cost increase had caused them to improve product usage • Federal pre-emption of state tort liabil-
product liability system has had a major im- ranged from 11% to 20% and 2% said the cost and warnings, while 35% said they had im- ity laws
pact on the country's international competi- increase was less than 1% proved the safety of their products and 33% • Limiting attorneys' contingency fees
tiveness, while 37% described the impact as One of the major cost increases reported said they had redesigned some product lines • Application of antitrust laws to the in-
moderate, and only 14% said lt has had a was for liability insurance Even companies without any actual expe- surance industry
minimal effect "Virtually all companies surveyed report rience with the system cited some beneficial The respondents also recognize that prod-

Even more executives expect product lia- increases in insurance costs But several also results Twenty-one percent said their com- uct liability reform is extremely complex
bility issues to play a greater role in the fu- face availability problems Their insurance pany had improved product usage and warn- and that there are no simple answers
ture by eroding the U S position abroad has been canceled and they cannot get a new ings, 19% said lt had improved product "There is clearly no quick fix for the na-
Seventy-five percent said product liability policy Other companies have been faced safety and 13% said lt had redesigned prod- tion's product hability dilemma," said Mr
would have a ma]or Impact on future U S with such drastic increments in cost that uct lines McGuire, the survey's author "Only broad-
international competitiveness, while 21% they could not afford to buy insurance and But, many of the respondents also noted based action, including tort reform, changes
said the future impact would be moderate, also stay in business," the survey said that such safety improvements and redesigns m the design of some products and improved
and only 4% said product liability would be- In response to rising insurance costs, very likely would have happened in the nor- training and instruction, are likely to keep
come a less-significant factor roughly one in seven companies-15% of the mal course of business this country's companies and its people oul

The chairman of a company with more survey respondents-said their company has And, the overwhelming majority of the ex- of the courts "
than 25,000 U S employees said "This (the opted not to buy product liability coverage ecutives surveyed expect the product liabil-
product hability system) is an extremely se- An additional 15% formed captive insurers ity situation to become worse Two-thirds Copies of The Conference Board survey,
rious problem in the context of U S compet- And, 70% continued to purchase commercial said product liability will have an even "The Impact of Product L:ability," are avail-
itiveness It needs urgent attention " insurance but faced drastically increased greater impact on their company in the fu- able for $15 for Conference Board associates,

The product liability situation has had an- premiums, severely lowered limits or both ture than lt currently has, while only 2% ex- non-profit organtzations and government
other global impact on U S employers Four In addition to increases in direct costs, pect it to decrease in significance agencies, and $60 for other companies To
percent of the respondents said it has caused some 35% of the respondents said product Many also are increasingly doubtful of the order, request Report No 908 from The Con-
their company to move production offshore liability has had a major impact on their chance for product liability reform, at least ference Board, Pubhcations Unit, 845 Third

The product liability system is affecting general and administrative costs, while 40% partly because of attorney opposition Ave, New York, N Y 10022, 212-759-0900

Comings & goings: buyers Commercial Unlon Insurance Co He received a bachelor of sci- ance Management Society and iS working toward her Chartered
ence degree m biology from the University of Washington m Property & Casualty Underwriter designation

** *Seattle and is pursumg a master of business administration de-
Continued from previous page gree at Xavier College in Clncmnati In addition, Mr Johnson William J. Pazely, 26, has been named risk management
similar position with Baker Industries Inc m Parsippany, N J holds the Associate m Risk Management and Certified Safety analyst at General Binding Corp in Northbrook, Ill In this
Mr Gtllham received a bachelor's degree from Elizabethtown Profesmonal designations newly created position he is responsible for the daily admin-

* **College m Ehzabethtown, Pa, and a master's degree m occupa- istration of General Bmding's property/casualty insurance, as
tional safety and health from New York University In adchtion, Elisha W. Finney, 27, has been named rlsk manager for well as the financial analysis of hfe and health insurance cover-
Mr Gillham holds the Chartered Property & Casualty Un- Varlan Associates Inc m Palo Alto, Callf In this newly created ages He reports to Perry S Zukowski, director of corporate risk
derwnter designation position she oversees worldwide property/casualty msurance management Prior to joining General Binding, Mr Pazely

*** programs for the manufacturer of communications, defense, sci- worked for Auto Owners Insurance Co m East Lansing, Mich He
Steve Johnson, 35, has been named risk manager at Mosler entific and medical systems and components She reports to received a bachelor's degree in busmess and communications

Inc in Hamilton, Ohio In this position he oversees property/ca- James A Taylor, treasurer Pnor to ]01mng Varlan, Ms Flnney from Michigan State University in East Lansmg
sualty insurance and nsk control He replaces Dave Peterson, served as nsk manager of The Fox Group Inc in Foster City,
who retired from Mosler, and reports to Richard Gamble, vp- Cahf Pnor to that she worked m the rlsk management depart- We'd hke to report on sta# changes M your company's r:sk
human resources Pnor to joining Mosler, which produces elec- ment of Esmark Inc /Beatrice Cos in Chicago Ms Fmney re- management, safety and employee benefits departments Just
tronic and physical security systems and services, Mr Johnson ceived a bachelor of science degree in rlsk management from the drop a note to Paul Winston, copy editor, Business Insurance,
served as a safety/risk management consultant for Federated De- University of Georgia at Athens and served an internship at 740 N Rush St, Chicago, Ill 60611-2590, or call 312-649-5442
partment Stores Inc m Cmemnati and a safety consultant for Lloyd's of London She is a deputy member of the Risk & Insur- Please send a photograph, too
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N.Y. guaranty fund lowed to take money and never stances for which the fund was Update.... .-give it baer" asked Mr Foley of created years ago The only prob-
Conttnued from page 2 AIG, which was among the com- lem lS, the money wasn't there, be-
State of New York, et al panies that brought suit against cause it had been transferred out "

Besides the $87 million appro- the state following the 1982 appro- "I think lt'S a very important
priated from the guaranty fund, priation "This is a disgrace " issue because ultimately, people Chrysler to pay in Jeep suit
the insurance Industry also sought Insurers say that because the im- pay for these things in the form of Continued from page 2
the return of $60 million appro- pact of the state's $87 million ap- a premium It's not a free ride/' verdict (BI, April 7, 1986)
priated from the Aggregate Trust propriation is clearly no longer Mr Bonaros said A Chrysler spokesman said the company has insurance to cover
Fund, a fund that pays workers speculative, they may file another "Monies which are committed the settlement but did not provide details However, Chrysler
compensation death benefits to joint suit against the state and set aside for a specific purpose and AMC agreed last year to share liabilities for accidents stem-
which insurers can transfer their "We are looking into the mat- should only be used for that pur- ming from the Jeeps (IiI, March 16, 1987)
liabilities for lifelong payments to ter," said Ken Nails, senior vp and pose," said Seymour L Mor- AMC reported it carried a $2 million per occurrence/$20 million
beneficiaries, and $67 million ap- general counsel for the Alliance of genroth, vp at Interboro Mutual annual aggregate self-insured retention ln 1985 and purchased ex-
propriated from the Stock Workers American Insurers, which was one Indemnity Insurance Co in Min- cess coverage from several insurers
Compensation Fund That fund, of the plaintiffs in the 1982 case eola, NY, another plaintiff in the
which is financed by insurers, "I'm sure we'll make a decision on 1982 case Minnesota allows tobacco suits
guarantees payment of work comp litigation within a week " "You've got to keep the state
benefits if a work comp insurers is Mr Nails pointed out that if in- away from the pre-assessment MINNEAPOLIS--Tobacco companies can be sued in Minnesota
declared insolvent surers decide to file suit, they will money The money shouldn't be for damages related to smoking-related diseases, according to

In February 1985, the state Court have to determine whether to seek touched It was collected for a pur- a May 3 state appellate court decision
of Appeals-the state's highest the return of only the $87 million pose," agreed Joseph P Decamin- The decision marks the first time an appeals court has ruled that
court-ruled the state did not have or the principal plus the interest it ada, executive vp, secretary and tobacco companies are not shielded from liability for smoking-re-
to return the money appropriated could have generated over the past general counsel for New York- lated diseases by the 1966 federal law requiring warnings on
from the property/casualty guar- six years based Atlantic Mutual Insurance cigarette packages, said Richard Daynard, chairman of the To-
anty fund, stating, in effect, that Phillip Schwartz, vp-financial Co, also a plaintiff in the case bacco Products Liability Pro]ect in Boston
the fund did not then need the reporting and associate general "They've got to exercise fiscal The Minnesota Court of Appeals unanimously overturned, a July
money (BI, March 4, 1985) counsel at the American Insurance integrity They're robbing Peter to 1987 decision by the Hennepin County District Court in Forster vs

The court said the possibility Assn said the AIA also is consid- pay Paul States shouldn't do this R J Reynolds Tobacco Co that said the federal warning law pre-
that insurers may have to contrib- ering filing suit against the state It's improper conduct," he said empted a plaintiff's right to sue a tobacco manufacturer, explained
ute additional funds because of the "We're checkmg with our mem- Mr Decaminada supports the plaintiff's attorney Michael L Weiner, with the Minneapolis firm
appropriation in the future "is bers now lust to see whether we Idea of assessing insurers to pre- DeParcq, Hunegs, Stone, Koenig & Reid
nothing more than speculation in would go further," he said fund the guaranty fund That way, Reynolds, a unit of RJR Nabisco Inc , plans to appeal
light of the history of the funds " "We are looking at it," an offi- instead of levying assessments

The U S Supreme Court subse- cial of the Royal Insurance Group during bad times, which lS when Lloyd's may seize depositsquently refused to hear the case in Charlotte, NC, said of the guar- many insurers become insolvent,
A separate case decided simul- anty fund assessment, adding that the money is already sitting in the LONDON-Lloyd's of London lS preparing to seize the deposits

taneously by the appellate court bringing suit is "one option " bank, he explained of members of loss-riddled syndicates formerly managed by Oake-
involved the transfer of $190 mil- August P Alegi, vp and deputy He speculated the state's 1982 ley Vaughan (Underwriting) Ltd unless they pay assessments
lion from the State Insurance general counsel for GEICO Corp appropmation from the fund prob- within the next month to cover losses dating from the early 1980s
Fund, the state's competitive m Washington, DC, which parti- ably is one reason that other states Lloyd's Members Solvency and Security Department sent letters
workers compensation fund cipated in the 1982 case, said that have not followed New York's lead last week to some members of the Oakeley Vaughan syndicates

"Under the current circum- while no decision has been made in establishing pre-assessment asking them to pay assessments within 30 days
stances, the state is not required to on filing a suit, he believes the in- guaranty funds "Why tempt the If members do not to respond, Lloyd's will draw down on their
pay the money back" to the prop- surers would have a "fairly good state legislature to come in and deposits, according to the letter
erty/casualty guaranty fund, said a chance of winning " take the money?" he asked All Lloyd's members are required to deposit with Lloyd's at
spokesman for New York Gov Thomas P Bonaros, vp and gen- Mr Decaminada said Atlantic least 20% of their premium limits
Mario Cuomo He pointed to Sec- eral counsel for Utica Mutual In- Mutual has not yet estimated how Losses from Oakeley Vaughan syndicates total at least 20 million
tion 7603 of the state insurance surance Co in New Hartford, NY, much lt will be assessed, but he pounds ($37 5 million), and many of the 190 syndicate members are
law, which permits appropriations which was also a plaintiff in the said the assessment will be signifi- refusing to pay About 50 members are embroiled in litigation with
of the guaranty fund by the state's 1982 appropriation litigation, said cant for all insurance companies Lloyd's over the losses (BI, Feb 15)
general fund the state guaranty fund lS now fae- "It won't be change It'11 be a This is the second deadline imposed this year by Lloyd's for the

"Do you think they should be al- ing "the very kinds of circum- bite " . Oakeley Vaughan members to pay outstanding assessments How-
ever, this is the first time Lloyd's has warned members that lt W111

Collision damage waivers draw down on deposits, sources say

Continued from page 2 We are now convinced that the only way to safe- Bond fraud investigatedcharges for loss of use assessed by the car rental com- guard the renter from such abuses in the sale of
panies while a damaged car is being repaired (BI, CDW is to eliminate it," he added CLEVELAND-The FBI is investigating two construction bonds
March 9, 1987) The issue of rental car abuses lS a sensitive one for issued by the defunct Merchants & Manufacturers Insurance Co

Hertz in mid-March became the first car rental com- Hertz Beachwood, Ohio-based Merchants, ordered into liquidation in
1986, issued the bonds on a failed construction project in Princeton,pany to call for state regulation of CDWs, Mr Olson In January, the New York-based company an-

said "At that time, our emphasis was on sales prac- nounced that it was in the process of returning $13 Minn, and on a housing project in the U S Virgin Islands
tices relating to CDW, including the use of coercion million to customers who were overcharged by da- Before lt entered liquidation, Merchants had denied a $1 million

and intimidation by some rental car companies," he mage incurred to rental cars that were not covered by claim on the Minnesota bond, which the insurer's former president
said in a statement CDWs for several years prior to 1985 (BI, Feb 1) called a forgery The Virgin Islands bond, which was rejected by the

However, after meeting with state attorneys general The proposals to eliminate CDWs would not affect island's housing authority, was also found not to be valid
and state legislators, Hertz concluded that the moni- the sale of other types of coverage, Including liabil- Merchants was licensed to write business only in Ohio, and the

toring and control of sales practices "would be diffi- ity insurance, by rental car companies These cover- insurer's liquidators have found no record that the company ever
cult at best and that many of the abuses would persist ages also sometimes duplicate a renter's personal cov- received premiums on the bonds
even in the face of such regulation " erage, critics have charged .

Briefly noted
Datebook The New York Insurance Department will withdraw its petition

to liqui(late New York Insurance Exchange syndicate KCC New
York Syndicate Corp. if commutation agreements reached with

MAY 16 How to Form an Offshore Insur- What Employers Want workshop m Chicago, 5410 Grosvenor Lane, Suite 210, Bethesda, Md between 30 and 40 of its insurers are completed, said Don Kramer,
ance Company seminar in Philadelphia, co- sponsored by Health Research Institute, $495 20814
sponsored by Rossiter Blumentntt Consultants Workshop coordinator, Health Research Insti- one of KCC's prmcipal equity owners (BI, Feb 8) KCC will pay the
and Cayman Business Services, $195 m advance, tute, 1600 S Main Plaza, Suite 170, Walnut MAY 20 The Future of Health Care Public insurers $3 5 million in exchange for removing the loss liabilities
$210 at door Rossiter Blumentritt, P O Box Creek, Calif 94596, 415-676-2320 Policy and Trends seminar in Boston, co- from its books, he said A hearing on the department's liquidation
12844, Austin, Texas 78711, 512-472-7659 sponsored by The Boston Globe, Massachusetts

MAY 18 Communicattons/Education and Health Data Consortium Inc, WBUR Radio, petition is set for Nov 30 Union Carbide Corp. is suing more

MAY 16-18 Corporate Benefits conference m Advanced Cost Containment Workshops in WNEV-TV and the Challenge to Leadership than 50 of ltS liability insurers for the costs of cleaning up 19
New Orleans, sponsored by the International Chicago, sponsored by Health Research Insti- Prolect, $75 Also June 24 Massachusetts hazardous waste sites in the United States and Puerto
Foundation of Employee Beneflt Plans, $605 for tute, $250 Also June 17 m Dallas and June 20 Health Data Consortium Inc, 400- 1 Totten Pond Rico Aetna Casualty & Surety Co and four other insurers bat-
IFEBP members, $680 for non-members Also m San Anlomo, Texas Workshop coordinator, Road, Waltham, Mass 02154

tling with Diamond Shamrock Chemicals Co. have appealed theAug. 1-3 in Monterey, Calif, and Sept 14-16 m Health Research Institute, 1600 S Mam Plaza,
Atlanta International Foundation of Employee Suite 170, Walnut Creek, Callf 94596, 415-676- MAY 24-25 Ergonomics and Job Modifica- December ruling that cleanup costs are damages under comprehen-
Benefit Plans, P O Box 69, Brookfield, Wis 2320 tions course m Long Grove, Ill, sponsored by sive general liability policies (BI, Jan 25) Bermuda Premier
63008-0069,414-786-6700 the National IAss Control Service Corp, $350 John Swan met last week with President Reagan for a briefing onMAY 18-19. 101 Ways to Cut Business Insur- Also Sept. 20-21 National Loss Control Sennce

the status of the proposed U.S.-Bermuda tax treaty The accord,MAY 16-20 Developing and Managing a ance Costs Without Sacnficing Protection Corp, K-3, Long Grove, Ill 60049-0075
Basic Safety and Health Program course in seminar in Honolulu, sponsored by International stalled in the Senate since November 1986, would waive current
Long Grove, Ill, sponsored by the National Loss Risk Management Institute Inc, $498 Also MAY 25-28. Eastern Assn of Workers Com- federal excise taxes on premiums paid by U S companies to Ber-
Control Service Corp, $750 Also Sept 12-16, June 8-9 m Tampa, Fla International Risk Man- pensatton Boards and Commissions Annual

muda insurers The 8th U S Circuit Court of Appeals on May 4Oct. 24-28 National lss Control Service Corp, agement Institute Inc, 12222 Ment Dnve, Suite Conference in Columbus, Ohio, $125 for
K-3, Long Grove, Ill 60049-0075 1660, Dallas, Texas 75251-2217 EAWCBC members, $135 for non-members, $75 denied a petition for rehearing of its full court decision in Contz-

for guests EAWCBC, Lawrence J Whalen, Con- nental us NEPACCO that CGL policies do not cover the cost of
MAY 17 Peer Review in Today's Health MAY 18-20 Fundamentals of Insurance ference Coordinator, The Industnal Commission government-mandated hazardous waste cleanups at Times Beach,Care Environment conference in Chicago, coume m Denver, sponsored by the Risk & In- of Ohio, Division of Safety and Hygiene, 246 N
sponsored by the Jolnt Commission on Accredi- surance Management Society Inc , $495 for High St, Columbus, Ohio 43215 Mo. (BI, March 7) The Pennsylvania Insurance Department has
tation of Healthcare Organizations, $300, $275 RIMS members, $595 for non-members Also filed a confidential report with the Commonwealth Court of Penn-
for additional registrants from same organiza- Sept 26-28 m New York City, Dec 5-7 w Char- MAY 26 Harold H Hines Jr Memorial Sym- sylania to consider before directing regulators to either rehabili-
tion Cashier, Joint Commission on Aceredita- lotte, N C RIMS Education Department, 205 E posium m Chicago, co-sponsored by the Chi-
tion of Healthcare Organizations, 875 N Michl- 42nd St, New York, N Y 10017, 212-286-9292 cago chapter of the Risk & Insurance Manage- tate, liquidate or contmue working on a rehabilitation plan for
gan Ave , Chicago, Ill 60611-1846, ment Society and the Insurance School of Mutual Fire, Marine & Inland Insurance Co. Under an
312-642-6061 extension 616 MAY 19-20. Health Care Cost Containment Chicago, free Insurance School of Chicago, agreement with the California Insurance Department, National

Workshop in Chicago: sponsored by Health Re- 312-427-2520
American Insurance Co of California will assume the policyholderMAY 17 Questions on the CGL and CP Poli- search Institute, $495 Also June 15-16 m Dat- .

cies" Ask the Claims Department seminar in las and June 21-22 in San Antonio, Texas The Datebook w compiled from notices sent to liabilities of Mission American Insurance Co. and ltS subsidiary,
Rochester, NY, sponsored by the Society of Workshop coordinator, Health Research Insti- Business insurance Notices should be sent at Compac Insurance Co In return, NAICC, a subsidiary of Rancho
Chartered Property & Casualty Underwriters, tute, 1600 S Main Plaza, Suite 170, Walnut least eight weeks in advance to Datebook, Busi- Dominguez, Calif -based KCP Holding Co, will receive certain
$85 for Society of CPCU members, $105 for Creek, Calif 94596, 415-676-2320 ness Insurance, 740 N Rush St, Chicago, m
non-members Also May 24 m Allentown, Pa 60611-2590 Please include the pnce, d anv, of assets of Mission American and Compac ...Leo M. Walsh Jr. re-

Bonnie Kinsley, Society of CPCU, 720 Provt- MAY 19-20 Managing the Cost of AIDS· the meeting and :nformation on registration for signed late last week as chairman of Equicor, the joint venture
dence Road, CB#9, Malvern. Pa 19355, 215- Case M.n.,ement and Home Care seminar in mterested readers Business Insurance reserves between Equitable Life Assurance Society of the United States and
251-2735 San Francisco, sponsored by the American Med- the right to select meet:ngs of mostinterest to its Hospital Corp of Americaleal Care and Review Assn, $275 for AMORCA readers and cannot guarantee that notices w,U
MAY 18 Health Care m the '80 and '903 members, $375 for non-members AMORCA, be pnnted
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Purchasing group ruling ports, it has not been assigned a rating because lt "has an

'We fully support the Risk Retention Act insufficient number of years of representative operating ex-
Continued frompage l peilence for rating purposes "

• North American Horse Assn Inc and its purpose. However, I do not Frontier now must decide whether to appeal the decision
• American Internist Purchasing Group believe that Congress intended to allow It also faces charges brought by the Iowa Insurance Division
• American Physicians Purchasing Group that it operated as an unauthorized insurei
0 American Dental Purchasing Group insurers to skin the licensing process,' Frontier has not yet determined its strategy, Mr Tepper
0 American Part-Time Physicians Purchasing Group (BI, says Iowa Commissioner William Hager.

said

Sept 14,1987) One option the insurer has lS to seek authorization as an
Frontier filed the lawsuit in January after the Iowa Insur- admitted or an eligible surplus lines insurer, although as a

ance Division ruled that a purchasing group lS located where surplus lines insurer it would be required to use brokers
its members are located Under that interpretation of the licensed in Iowa before offering insurance coveragi to Iowa or agents, which could increase its costs
Risk Retention Act, Iowa insurance regulators said they purchasing group members does not conflict with these ex- In addition, Frontier could lobby Congress to seek a favor-
could require Frontier to be an admitted or authorized sur- emptions," the decision continued able clarification of a purchasing group's "location "
plus lines insurer before lt could sell insurance to Iowa mem- "This licensing is necessary as an important safeguard for a Frontier's arguments already are contained in aUS Com-
bers of a purchasing group domiciled in another state state's citizens," the decision said "Iowa citizens covered by merce Department report that recommended Congress clarify

The Insurance Division initiated the controversy by sum- a carrier licensed in Iowa have the additional protection of that a purchasing group should be regulated only in its state
moning Frontier and 22 other insurers who had intended to the Iowa Guaranty Fund Coverage in the event the in- of domicile and not in every state where a member of the
Write insurance for purchasing group members in Iowa to an surer becomes insolvent This protection would not be avail- group 15 based, said Edward T Barrett II, a Commerce De-
administrative hearing last September to determine whether able if plaintiffs' interpretation of located is adopted partment official who co-authored the report (BI, Oct 5,
they should be fined for violating the state's Unauthorized "The absence of protection by the Iowa Guaranty Fund 1987) The Iowa court decision does not change that recom-
Insurers Act (BI, Aug 17, 1987, Aug 3, 1987, July 27, 1987) concerns not only Iowa residents who become members of mendation, he said

Most of the insurers summoned by the Insurance Division purchasing groups covered by non-admitted carriers but also James Sackett, president of the National Risk Retention
agreed not to sell Insurance to purchasing group members in could affect potential claimants who might seek redress Assn, said the decision will make it "extremely difficult" to
Iowa Others planned to become eligible surplus lines insur- against Iowa resident members Without licensing, these follow Congress' intent of simplifying the purchase of group
ers in the state or to write purchasing group business through claimants are unprotected by Iowa's guaranty fund," the insurance He stressed that the Risk Retention Act of 1986
eligible insurers nnagistrate wrote was designed to allow buyers to band together to buy all

However, Frontier filed suit, arguing that a purchasing Iowa's Mr Hager shares the magistrate's concern "Licen- types of commercial liability coverages, except workers com-
group should be considered "located" only in the state where sure is imperative to effective regulation and consumer pro- pensation, from an insurer with minimal oversight by state
it is domiciled tection," he said regulators

In its decision written by U S Magistrate Ronald E Long- Without licensure, insurers could form their own purchas- However, the Iowa court decision will not directly affect
staff, the court rejected Frontier's argument and instead ing groups and use them as a means to gain entry into states any Iowa insurance buyers because Frontier currently is not
granted the Insurance Division's motion for summary judg- where they were not licensed, Mr Hager added wnting business for any purchasing group members in the
ment "We fully support the Risk Retention Act and its purpose state It had written a few policies, but did not renew them as

The court noted that the Risk Retention Act specifically However, I do not believe that Congress intended to allow part of an an agreement with the Insurance Division
pre-empted a limited number of Identifiable state laws that insurers to skirt the licensing process," he added But there will be more direct buyer impact assuming a
prevent the establishment and functioning of purchasing A large number of insurance companies providing coverage similar verdict is rendered in a nearly identical case brought
groups to risk purchasing groups are likely to fail over the next few against the Iowa Insurance Division by United International

"However, because the bulk of the testimony at these (con- years, Mr Hager predicted at last month's 26th annual Risk Insurance Co of Warwick, RI, and Swanco Insurance Co in
gressional) hearings dealt with risk retention groups instead & Insurance Management Society conference in Washington, Tucson, Am, said attorney John Schachterle of Hopkins &
of purchasing groups, lt is difficult to construe the breadth of D C (BI, May 2) Huebner in Des Moines

pre-emption of state laws relating to the latter entity to As many as 60% of the insurers writing coverage for pur- UII currently writes coverage for purchasing group mem-
the degree of absolute certainty," the decision said chasing groups either are not listed or are unrated by A M bers in Iowa through the National Federation of State High

Since the court found "no outright conflict between federal Best Co , he pointed out at the conference School Associations Inc and the Sports Risk Purchasing
and state law in this case requiring plaintiff Frontier to be While Frontier is listed m the 1987 Best's Insurance Re- Group .

Liquidator sues Bercanus' ex-president
By ROGER SCOTTON of Bercanus home in McKinney, Texas, refused I funds contributed by Bercanus, the

Bermuda-based Bercanus pUt lt- to comment on the litigation The Portermains suit says
HAMILTON, Bermuda-The liq- self into liquidation on March 11, Bercanus, incorporated in Ber- Under this agreement, Mr Por-

uidator of Bercanus Insurance Co 1985, when lt was found to be In- muda m April 1970, wrote medical steered funds termain was required to distribute
Ltd lS suing the company's former solvent by about $35 million malpractice insurance and excess- 'belonging to partnership profits back to Ber-
president, Neill Portermain, for The action filed by liquidator of-loss reinsurance for U S risks canus and render full accountings
fraud, negligence, breach of fiduci- Chris Whittle in U S District It was a wholly owned subsidiary Bercanus to South to the Bermuda-based insurer

ary duty and violations of the Court in Dallas seeks to recover of United Nebraska Investors, a According to the suit, he did nei-
Racketeer Influenced Corrupt Or- about $10 million allegedly chan- Nebraska company owned and Rock,' the suit says. ther "Instead," it says, "Mr Por-
ganizations Act neled from the company by the controlled by Mr Portermain termain dealt with the funds con-

The suit also names Mr Porter- Portermains In June 1978 Mr Portermain or- tributed by Bercanus and
main's wife, who was co-director Mr Portermain, reached at his ganized a producer agreement be- "South Rock did not, nor at any belonging to the limited partner-

tween Bercanus and South Rock time was it in a position to, render ship as his own "
Ltd, another Bermuda-based com- any genuine services of any sub- In addition to substantial mone-

pany he controlled, the suit alleges stantial worth to Bercanus," the tary damages, Mr Whittle, Ber-

Insurance services guide The agreement required Bercanus suit charges canus' liquidator, 15 seeking an
to pay South Rock commissions of South Rock merely acted as a order requiring Mr Portermain to
between 20% and 30% on business conduit for business already des- turn over full and proper account-
it purportedly placed with Ber- tined for Bercanus, the suit says, ing of the partnership's affairs He
canus adding that this business was al- also is asking the court to impose a

AFFORDABLE VIDEO IDEAL FOR... However, Mr Portermain did not most exclusively produced by Por- constructive trust on the defen-
NOW AVAILABLE

Insurance, Health Care & Benefits disclose his interest in South Rock termain-controlled entities in the dants' real property acquired with
CARPAL-LOCK • Full service from scripts to duplication to the Bercanus board, the suit United States Bercanus money

• Award-winning computer graphics modules says. The suit also alleges that the Under its RICO allegations, the
To prevent carpal tunnel syndrome • Inexpensive to modify or update In October 1979, Mr Portermain Portermains arranged fraudulent suit claims that the defendants re-

PROFLEX™ Write on your letterhead for FREE demo tape organized a two-year agreement quota-share reinsurance deals in peatedly used U S mail, telephone,
0,1 Beneht Productions, Inc, 3540 Middlefield Rd , under which South Rock would 1978 and 1979 between Bercanus telex and air links with their of-

BACK SUPPORT
FAd Menlo Park, CA 94025 (415) 365-4566 manage Bercanus, the suit alleges and shell corporations in the Cay- fices in Richardson, Texas, to di-

Under this arrangement, Bercanus man Islands and Panama that the vest Bercanus of funds
The industrial back support Use the Insurance was to pay South Rock an annual Portermains directly or indirectly These activities, along with the

that feels good fee equal to 5% of gross premiums owned or controlled, including assumption of risks that were "im-
Services Guide to plus commissions received by Ber- Avis Insurance, Canadian Republic prudent and unreasonable" and

(415) 632-2200 canus & Province Co, Property Special aimed at quickly generating high
reach your best The suit charges that these pay- Services Co, Security Exchange premiums, led to the demise of

D-H RISK MANAGEMENT SERVICES, INC. ments were privately fixed at $1 Co, Taylored Investors Develop- Bercanus, which wound up with
154 Sunnyside Dr, San Leandro, CA 94577 prospects. million a year, irrespective of the ment Co and Western Home & assets of about $3 million and lia-

level of underlying business Be- Overseas Exchange bilities of around $38 million, the
tween May 1978 and December All were owned, according to the suit says

EMPLOYEE HEALTH BENEFITS MANAGEMENT SYSTEM 1983 Bercanus paid South Rock a suit, by Plano Real Property In- "As an actuary, Mr Portermain
- total of $4 8 million in commis- vestments Inc , a Portermain- was fully aware that this cause of

Cal fOR Self Im* T,8% aSSOOR,IONS & maRN#S sions and fees, the complaint al- owned Texas company action would inevitably result in
leges These companies were not bona massive losses for which Bercanus•ELIGIBILITY DETERMINAHON • MANAGEMENT & AD HOC REPORTING

• FULLYADJUDICATING •CALCULATES PPO DISCOUNTING South Rock, in turn, paid divi- fide reinsurers but were set up "for would be financially unable to re-
•PREPARESCHECKS,EOMFORMLETTERS •PAYS BY UCR & RVS SCHEDULES dends of about $3 4 million the purpose of funneling monies spond," states the action
•HANDLESMULTIPLEEMPLOYERS&PLANS •HAS UNLIMITED CLAIMS CAPACWY directly or indirectly to Mr Porter- out of Bercanus under the guise of The suit alleges that Mr Porter-
•ON-UNEINQUIRIES •CREATES TEFRA REPORTS &1099's main and another $600,000 to being premiums for reinsurance," main "knowingly and intentionally
•VALIDATESICD-9 & CPT-4 ENTRIES • IDENTIFIES DUPUCATE CLAIMS other South Rock directors and the suit says, adding that more misrepresented the financial con-

VALUE URDERS IN RISK ANDS€NUIT MANRGEMENT SOFTIURRE
shareholders, according to the suit than $1 2 million was transferred dition of Bercanus to insurance

"Both the producer agreement to these companies during the 1978 regulators in Bermuda" and failed
INSTALLATIONS COAST TO COAST • CALL FOR A FREE DEMO DISKETTE and the management agreement and 1979 treaty years to inform them that the company's

were shams contrived and used by The suit also alleges that Mr reinsurers could not be expected to
.Bul"*.somma6.aaiaoes, mo Mr and Mrs Portermain and other Portermain caused Bercanus to satisfy their obligations to it

5118 N. 56TH ST. TAMPA, FL 33610 800-2374133(US) 813-621-6069(FL) 212-608-1674(NY) conspirators to loot Bercanus and enter into a limited partnership Mr Whittle, a partner in the
to steer funds rightfully belonging agreement in October 1981 The Bermuda office of Ernst & Whin-
to Bercanus to South Rock These partnership, known as Canus Por- ney, said last week that Bercanus'

For advertising information in the INSURANCE SERVICES GUIDE ' funds were then passed through termain Associates, was formed to biggest creditors are Fremont In-
Contact: Margaret Hikido, 740 Rush Street, Chicago, Illinois 60611. ' South Rock as dividends or other acquire and develop real estate in surance Co of Los Angeles and

Telephone (312) 649-5340 payments to Mr and Mrs Porter- Dallas and Collin counties in American Centennial Insurance
main," the suit says Texas, which it did largely with Co
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Fire losses mg the catalytic cracker could cost as much near the plantas $200 milhon They cautioned, however, that Officials at Pacific Engineenng and parent -Bl Insurance Index
Continued from page 1 lt lS extremely unlikely that the catalytic American Pacific Corp could not be reached
hable for property losses, Including those suf- cracker would have to be totally rebuilt. for comment last week 440

fered by other building tenants, which could One petroleum engmeer estimated that get- A spokeswoman for Amencan International
report smoke damage, loss of use and busmess ting the facility back on line could take as Group Inc m New York confirmed that AIG

435Interruption losses long as two years wrote both property and habillty msurance for
The fire, which wad first reported late All msurance for the plant was written by Pacific Engineering Details of the coverage

Wednesday, raged for several hours m Los An- Bermuda-based 011 Insurance Ltd, a group were not available

fighters brought lt under control m the early well-control insurance and third-party pollu- the plant was insured for $29 milhon, according

430
\

geles' tallest structure until about 300 fire- captive that wntes all-nsk property msurance, American Pacific issued a statement that said

mormng hours Thursday By that time. flames
426 5,

that started on the 12th floor had moved up- firmed a Shell spokeswoman
tion hability msurance for 011 companies, con- to press reports

The coverage was brokered by Lane & As-
ward through offices until reachmg the 16th OIL currently offers primary hmits of up sociates in Las Vegas Officials at the bro- 4420
floor, officials said to $150 million depending on the assets of kerage would not comment on the coverage

A maintenance worker, Alexander Handy, the company, and offers an additional $150 Jim Thompson, president of Umted Steel- 415
\//1

24. of Compton, Callf, was found dead early million in excess limits for all three types of workers of America Local 4856 m Las Vegas,
.

Thursday m an elevator that had caught fire coverage, Ronald Massey, semor vp of OIL said plant officials told workers at a Thurs-
About 40 people, most of them mamtenance Mr Massey also confirmed that Shell is a day meeting that the facility would be re- '410

and lanitonal workers, suffered smoke inha- member of 011 Casualty Ltd, a sister com- built m six months 8

lation or minor injuries dunng the blaze The pany to OIL that writes excess liability in- The competitive state workers comp fund ,4'* 4'  ¢7 2 V e 3
flre department reported 17 people were tran- surance insured Pacific Engineering, confirmed De-
sported to area hospitals for treatment 011 Casualty offers $100 nulhon in general borah Weaver, chief of benefit services for the

The Frst Interstate building, which mcludes hability coverage excess of $20 milhon State Industrial Insurance System in Carson Insurance industry stocks continued to post
about l milhon square feet of office space and Mr. Massey and the Shell spokeswoman de- City positive results last week, as the Business /n-
houses about 5,000 workers dunng weekdays, is clined to give further de*»119 of the Houston- A surviving spouse or dependent children surance index climbed 3.4 points to 424.7 on
one of many high-rise buildings m Los Angeles based 011 company's Insurance program of a worker killed would receive 66 43% of ' May 5, from 421.3 on April 28. Advancing issues
that is not equipped with fire suppression However, Shell has set up a hot lme to handle the wages the worker would have earned, up were led by American ' Indemnity Financial
spnnklers However, the Fust Interstate build- third-party claims, the spokeswoman said to a maximum beneht of $1,534 66 per month Corp., up 18.4%; Zenith National Insurance
mg owners had begun a $35 nulhon project a Shell self-insures its workers compensation Meanwhile, union officials last week alleged Corp., up 11.896; Baldwin & Lyons Inc., up
year ago to retroht the structure with sprm- rlsks m Louisiana, a spokesman for the Louisi- the plant was unsafe and claim Pacific Engi- 11.1%; Lawrence Insurance Group, up 8.696;
klers, an effort that was about 85% complete, ana Insurance Department confirmed The neering's management was not responsive to Seibels Bruce Group Inc., up 8.3%; and W.R.
the Equitable spokesman said maximum workers compensation death benefit concerns about working conditions Berkley Corp., up 6%. Declining issues were led

The five demolished floors included space m Louisiana is $261 per week Mr Thompson said union workers at Pa- by: Protective Corp., down 8.1%; American
for First Interstate Bank's foreign exchange The blast rocked Norco, a town of 5,000 on cdic Englneermg had been mjured m less dra- General Corp., down 5.4%; Trenwick Group Inc.,
operabons, pubhe affairs, corporate loan ad- the Mlsmssippi Rlver between Baton Rouge and matic accidents before last week's blast down 5%; Fremont General Corp., down 4.996;
ministration and personal trust division, a bank New Orleans, breaking wmdows and damagmg There have been "minor explosions that m- USUFE Corp., down 4.696; and Aon Corp.,
spokesman said. First Interstate Bancorp and buildings Roughly 2,800 people were eva- Jured employees in the past," said Mr Thomp- down 4.6%. Issues showing the most activity
its banlang subsidiary, Pkist Interstate Bank of cuated son "We've had employees burned m the past " during the period were: Sears, Roebuck & Co.
Callforma, occupy about 60%, with law hrms Catalytic crackers are used m petroleum re- The union leader said Pacific Engineering (Allstate), 2.6 million shares traded; ITT Corp.
and other banks leasing the remaining space, he fineries to break heavy hydrocarbons into "was not a good, safe environment for our (Hartford Group), 2 million shares traded; and
added hghter products, such as gasolme people Our mam concern is that there were Aetna Life & Casualty Co., 1.7 million shares

The entire building remamed closed Fnday Officials m Nevada late last week were still never any codes or standards set down by the traded. The Business insurance index gained
and hkely w111 stay closed except to approved attemptmg to determine damage caused by a state or OSHA for this type of plant " 0.8% for the period, faring better than the de-
mdividuals this week, officials said series of spectacular explosions that destroyed a Management at Pacific Engmeenng was not clining market indicators: The Standard &

It was not known last week if the mtense rocket fuel plant m Henderson, Nev, owned by as safety-conscious as it should have been, he Poor's 500 slipped 1.5%; the Dow Jones 30'In-
heat from the fire, estimated at 1,500 to 1,800 Pacific Engineering & Production Co charged "As you know, a good safety program dustrials dropped 1%; and the New York Stock
degrees, caused any structural damage The blasts also destroyed a nearby marsh- is a costly program We felt they were not domg Exchange Composite fell 0.4%.

First Interstate officers were back to work mallow factory and damaged many surrounding enough-not responding to our concerns"
Thursday mormng at an alternative location buildings A spokeswoman for the Clark County Fire
just Slx blocks from the company's fire-scarred Although estimates of the value of the two Department said 60 firehghters were called

British issues
1 Week

headquarters, the bank spokesman said, notmg plants were not available, damage to nearby to the scene Wednesday morning after em- May 5 plice P/E t»v Viold H¥,-4.oN
the bank had developed a disaster plan two businesses and homes totals about $100 mil- ployees at Pacific Engineering were unable to Companies pence pence % pen- p./loe
years ago lion, according to Henry N Jones, Hender- extmguish a small fire at the plant CommIUnion 338 128 219 63 338-835

Meanwhile, Shell 011 Co is "fully msured" son's senior building mspector When workers realized they could not put GenIAccident 898 104 479 52 900-897

for both property damage and any liability "The fire station that's a mile- and a half out the fire, the building was ordered eva- G*, Royal Exch 895 13 3 55 2 61 901-888

stemming from the explosion Wednesday of away and the commercial structures around cuated, she said. Roy4 415 110 264 62 435-412

a catalyst cracker at a Shell refinery in Norco, lt are uninhabitable," he said "Within a three- The spokeswoman said the fire reached sup-
Sin Alia„M 923 15.1 43.1 4 5 933-923

La, a company spokeswoman said She would rmle radius, no structure was left undamaged " phes of ammomum perchlorate, "a sohd-based Brokers
not comment on any self-Insured retentions A spokesman for Gov Richard Bryan said rocket fuel" that she called a .highly unstable Bradstock 224 126 6.8 3.0 226-223

The explosion, which caused a fire that officials late last week were still trying to de- oxidizer that, when heated, wlll explode " CEHeath 390 144 345 85 400-390

burned for nearly a day, killed three workers termme the extent of the damage. "Pacific Engineering was destroyed," said the Hogg Robinson 139 111 96 67 143-138

termined number of area residents reported many as 350 have been reported Injured by the

and Injured at least 17 other employees Four At least one person was killed, another was spokeswoman "At Kidd & Co, there were Just Uoyd Thon,elson 165 143 6.8 40 165-165

employees are missing In addition, an unde- listed as missmg and presumed dead and as some girders left standmg." PWSHolangs 189 79 144 74 190-189

Se*wick Grp 220 13 7 16 4 73 224-220

miuries, the spokeswoman said. Stmelent Jorm 192 11 9 13 7 69 194-191
explosions that rocked the area, several miles Contnbuting to thts story were Bureau Chief

Neither Shell officials nor the Louisiana state from the Las Vegas Strlp Of the miured, 26 Donna D:Blase and Associate Editor Glenn Wms Faber 225 118 154 68 225-222

Source Philip Olsen/Alan Clifton, Insurance Industryfire marshal's office could estimate damages were workers at Pacific Engineering The re- Huntley in Los Angeles, Assoctate Editor Mt-
Frxlay The blast is under Investigation

Spectalists Kitcal & Aitken Stockbrokers,
mainder included workers at the Kidd & Co chael Bradford in Dallas and Associate Edt- London

011 industry sources estimated that replac- marshmallow factory and residents of the area tor Mark A Hofmann in Chicago

el industry Stock Report MAY 5,1988 4/29/88 THRU 5/5/88

Weekly Year to Date Annual
BROKERS

Mkblk. Weekly Year to Date Annual MkVBk

Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High low Vol (000) $ Dtv % Yield P/E Book value value

Alexander & Alexander Svcs NYSEE 2213 11 247 2450 1775 282 100 45 140 340 651 Dumam Corp OTC 2625 00 221 28 00 21 50 27 0 92 35 224 2600 101

Baldwtn & Lyc,Is Inc OTC 1500 111 250 1550 1200 0 020 13 58 1866 0 80 Farmers Group Inc OTC 6075 00 509 6575 4050 1580 1.44 24 148- 22.15 2 74

Corroon & Black Corp NYSE 31 63 12 120 3475 2800 130 108 34 48 543 5 83 Fireman s Fund Corp NYSE 2825 17 87 31 00 25 75 394 050 18 4708 2617 108

Gallagher Arthur J & Co NYSE 1538 25 39 1800 1388 42 048 31 102 516 2 98 Fremont Gen Corp OTC 975 -49 12 1350 925 63 060 62 4708 16 75 058

Hall Frank B & Co NYSEE 450 00 563 550 288 75 000 00 102 000 N/A Home Group Inc NYSE 1188 10 00 1438 1150 493 020 17 25 1765 067

Hilb, Rogal & Hamilton OTC 1225 43 256 12 75 975 13 000 00 102 000 WA Hanover Ins Co OTC 21.88 28 59 2625 21 50 144 036 16 48 2510 087

Lawrence Ins Group AMEX 15.75 86 1333 1588 688 16 032 20 161 410 384 Harleyswne Group Inc OTC 1550 16 181 1638 1338 34 040 26 69 16.18 096

Marsh & Mclennan Cos Inc NYSEE 5075 20 25 5563 4525 375 240 47 124 6.74 753 Hartfid Steam Boiler Insp OTC 2750 49 196 2925 2250 66 120 44 102 1065 258

Poe & Assoc Inc OTC 925 00 321 925 675 0 040 43 90 0 57 1623 Kans City Ute Ins OTC 3050 34 162 3050 2525 0 000 00 102 000 WA

BROKERS AVERAGE 32 342 26 103 Kemper Corp OTC 2250 23 98 2525 2075 1071 072 32 70 2711 083

bberly Corp S C NYSEE 4375 03 232 4725 3450 8 080 18 161 1740 251

CONGLOMERATES & HOLDING COMPANIES Uncoln Nat I Corp NYSE 4338 33 81 4875 4025 264 2 36 54 83 3662 118

NAC Re Corp OTC 21 50 34 211 2450 1850 231 000 00 125 1992 108

Berldey WA Com
Nobel Ins Ltd OTC 538

OTC
25 -385

2650
950 450 23 040 74

60
256 937

104 2900 2350 182 036 14 65 1763 1.50 e
057

Berkshire Hathaway Inc DEL OTC
No,thwestern Nat'I Lile OTC 2625 24 14 7 2925 2263 67 112 43 71

3725 00 -07
3505 075

263 377500 275500 214 000 00 199 6938 1008

CIGNA Corp
OfuoCas Corp OTC 3450 14 48 3825 3325

NYSEE
239 188 54

4350 31
82 2786 124

-09 5188 4350 979 296 68 54 5012 087

CNA Fin i Corp
Old Rep Int I Corp OTC 22.63

NYSE
23 132

56.13 34
2463 1913 119 0 74 33 S 2

09
2782 081

64 25 51.00 189 000 00 8.6 42.71 131
Orion Cap Corp NYSE

General Re Corp
15.75 -08

NYSE
167 1725 1313 9 076

4900 13
48 156 11.55

123 5638 4550 1280 1 20 24
1.36

97 2660 1.84
Phoenix Re Corp OTC

ITT (Hartford Group) NYSE
775 33 192 875 675 15 000 00

4825 35 72
98 1015 076

4925 4325 1975 125 26 61 52.23 092
Protective Corp OTC

Sears Aoebuck & Co (Allstate) NYSE
1263 41 31

3525 18
1513 1225 166 070 55 120

48 3988 3225 2579 200
1698 074

57 87 3294 107
Provident Ute & Acc Ins Co OTC

Transamenca Corp
1963 -42 256

NYSE
21 88 1563 606 0 84

3263 00 97
43 1636 2700 073

3675 2975 497 184 56 65 2494 131
St Paul Cos Inc OTC

CONGLOMERATES
41 75 03 92

AVERAGE
5100 3825 1120

02 58
200 48

31 89
59 3634 115

SAFECO Corp OTC 2400 11 135 3000 2300 1118 096 40 76 21.39 112

INSURERS
SCOR US Corp OTC 825 31 108 925 725 70 000 00 63 920 090

Selteis Bruce Group Inc OTC 1300 83 156 1425 1100 158 080 62 84 1288 1.01

Selective Ins Group Inc OTC 2375 11 250 23 75 1925 65 108 45 63 1947 122

Aetna Life & Cas Co NYSE 41 25 -44 -88 4988 41.13 1672 276 67 59 5356 077 Statesman Group Inc OTC 425 -30 94 556 381 53 005 12 63 543 078

American General Corp NYSE 2838 54 106 3638 2850 1347 140 49 77 2799 101 Toi(10 Manne & Fire Ins OTC 8575 19 302 8588 6325 25 0.19 02 766 000 N/A

Amer Heritage Ute Invt NYSE 2575 30 62 2600 2400 3 108 42 117 21 70 1 19 Torchmark Corp NYSEi 3088 29 260 3125 24 50 163 1.00 32 99 12.24 252

Arie Indly Fin I Corp OTC 1125 184 250 1075 825 11 056 50 117 2030 055 Travelers Corp NYSEE 3413 47 28 4000 3325 1007 240 70 88 45.28 075

American Int [Group NYSE 5250 47 125 6538 4900 1131 030 06 91 3454 152 Trenwek Group Inc OTC 1188 40 159 1250 9.75 200 0.16 13 102 1465 081
Aneco Rems Ltd OTC 325 38 38 400 313 6 000 00 45 251 129 United Fire & Cas Co OTC 2625 10 10 2700 2400 4 096 37 51 21.64 121

Aon Corp NYSE 2325 -46 16 27 CIO 21.88 530 128 55 83 1513 154 United States Fid & Gly NYSE 3038 20 66 3438 2888 843 264 87 68 1953 1 S6

Argonaut Group OTC 4675 33 571 4900 2950 457 000 00 76 29.19 160 UNUMCorp NYSE 21.13 12 142 2275 1788 418 048 23 121 2853 074

AVEMCO Corp NYSE 2400 20 223 2525 1788 17 034 14 117 774 310 USLIFE Corp NYSE 3350 -46 175 3900 2800 223 128 38 87 4677 072

Belvedere Corp AMEX 500 00 142 600 438 3 004 08 72 787 064 Washington Nat'I Corp NYSE 2850 60 193 2850 2400 134 1.08 38 224 3412 084
Business Mens Assurn Co OTC 3375 55 262 3600 2550 118 120 36 912 2739 1 23 Zenuth Nat'llns Corp NYSE 2250 118 500 2250 1500 194 080 36 100 1226 184

Chubb Corp NYSEE 5338 02 -415 63 38 51.38 627 216 40 61 4613 116 INSURERS AVERAGE 04 104 34 262

Continental Corp NYSE 3475 -38 103 41 63 3488 528 260 75 65 4210 083 ALL COMPANIES AVERAGE 07 130 33 221
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Int,acorprs choice of
medical review services makes

everyone elsers plain vanilla.

In the complex world of healthcare cost
containment, "plain vanilla" solutions
frequently won't work.

Because your company's medical review
service requirements are not simple. Or
identical to everyone else's.

That's why Intracorp offers a full range of
service options to enable you to custom-
designthe reviewprogramyourcompanyneeds.

Pre-admission certification/

continued stay review from Inttacorp
generates an avelage 17% reduction in
hospital days without compromising quality of
care. In complex cases, our nurses can go
on site to evaluate the need for continued

hospital stay. We also offer the only
psychiatric and substance abuse utilization
review program in conjunction with the
American Psychiatric Association. This
organization establishes appropriate
treatment practices for its 32,000 member
psychiatrists.

Second surgicat opinion eliminates the

expense and risk of unnecessary surgery
combining board-certified surgeons with
Intracorp's knowledge of the medical
community.

Medical case management services offer
maximum coordination and control of high-
cost, serious illness cases. This on site
service is coordinated by registered nurses
with critical care experience in various
medical specialties.

Discharge planning allows your
employees to recover at home rather than
in the hospital.

Utilization analysis, a comprehensive
review of all your medical costs, can help you
structure your company's benefit progarn
more eftctively.

Whether you're a big business, a small
business, or an insurer serving both, let our
nationwide network help provide the range
of quality healthcare services today's
employees deserve. From pre-hospitalization

review to post-recovery analysis, and every
step in between. The choice is up to you.
Call for more information, toll free, 1-800-
345-1075. (In PA, HI and AK, call collect,
1-215-687-9450). Or return the coupon.

Why settle for plain vanilla when you can
have your choice ofthe menu7
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Intracorp

Mr. Greg Riedi
Director of Marketing 'tracorp701 lee Road

Wayne, PA 19087 
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