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U poodate —

Indian judge sets Friday deadline

for settlement in Bhopal disaster

DANBURY, Conn.-Union Carbide
Corp. and the Indian government have
until Friday to complete discussions on
compensation for victims of the 1984
Bhopal poison gas disaster.

At a hearing last Wednesday, an In-
dian court gave the two sides until Nov.
27 to continue settlement talks in a $3
billion suit filed against Union Carbide

by the Indian government, which repre-
sents the victims.

Union Carbide disclosed in India last
Continued.on next page
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Regulators train sights on lIE

By MEG FLETCHER

CHICAGO--Regulators in California and lllinois
are increasing their scrutiny of the lllinois Insur-
ance Exchange in the wake of the financial problems
that closed the Insurance Exchange of the Americas
in Miami and threaten operations at the New York
Insurance Exchange.

The California Insurance Department has labeled
three of the 13 active syndicates on the lllinois ex-
change as "unacceptable" sources of new or renewal
surplus lines insurance for California buyers, ac-

cording to a Nov. 6 letter by John J. Faber, the de-
partment's chief counsel, to the Surplus Line Assn. of
California in San Francisco.

The three syndicates-the only IIE syndicates re-
cently presented to the department for review by
surphis lines brokers-are LUI Insurance Syndicate
Inc., Britamco Underwriters Inc. and First Oak Brook
Corp. Syndicate.

The California department maintains all three syn-
dicates cannot meet new departmental requirements
for surplus lines insurers that were established this

Continued on page 32

+ r. after vote set for today

By DOUGLAS McLEOD

NEW YORK-The future of the New York Insurance Exchange is
shrouded in uncertainty, though most members say they can identify
the causes of the exchange's problems clearly.

The exchange's board of governors voted Nov. 13 to recommend an
underwriting suspension after 27 of the exchange's 37 solvent syndi-
cates filed plans to withdraw. Member syndicates and brokers are
scheduled to vote on the proposal today, though a group of syndicates
was expected to file suit Friday to block the vote.

The speed of the exchange's deterioration in recent weeks has
surprised many members and observers.

Most, however, say the board's action was far from a sudden event.
Instead, these members view the possible closing of the facility as the
result of a long series of problems that gradually have weakened the
exchange's position in the reinsurance and insurance markets.

The problems began with the poor timing of the exchange's opening
in 1980 and the large volume of business it wrote at the height of a
ferociously competitive market, these sources note.

The eight syndieate insolvencies that followed ultimately led to the
exchange security fund's decision in September to draw down $25
million to cover expected unpaid losses.

Some exchange members see the security fund drawdown, which
cost all syndicates their $500,000 deposits to the fund, as precipitat-
ing the chain of events-including the rash of withdrawal petitions
and the proposed underwritin% suspension-that has left the ex-
change in its current tenuous position.

Others, though, say the drawdown was merely the "last straw,"
the excuse many syndicates used to leave a facility that seemed unable
to deal with many other basic problems, including inadequate back-
office accounting procedures, unacceptably high expenses and a grow-
ing inability to attract high-quality business.

Many of these problems were outlined in a 1986 report prepared
for the _exchan%e board by Stewart Economics Inc., a New York-based
consulting firm (see story, page 35).

Some underwriting managers, noting that they operate solvent,

Continued on page 33

EEOC brief supports window plans

By DEBORAH SHALOWITZ

WASHINGTON-Employers can offer
early retirement incentives to a select group
of workers based on their age provided the
employer has a "legitimate business reason”
for structuring the plan in such a manner,
asserts the Equal Employment Opportunity
Commiission.

Experts say the EEOC's position is a major
2-trture from existing interpretations of
.ederal guidelines affecting early retirement
"window" plans.

However, the American Assn. of Retired
Persons and congressional committee
staffers are taking issue with the EEOC's
stance on the issue.

The EEOC presented its position in an
amicus curiae brief filed on behalf of defen-
dants in Cipriano us. Board of Education of

ISO proposes new endorsement
to limit insurers' defense costs

Page 2

North Tonawanda, a case pending in U.S.
District Court for the Western District of

New York.

At issue is whether the Board of Education
in the Western New York town violated the
Age Discrimination in Employment Act by
offering an early retirement incentive to em-
ployees ages 55 to 60, but not to those older
than age 60.

The case is important because "it goes
largely to the fundamental questions of how
employers can go about reducing the size of
their workforce," said Seth Tievsky, an at-
torney in The Wyatt Co.'s Research & Infor-
mation Center in Washington, D.C.

Furthermore, there are "just a handful of
legal decisions" on early retirement incen-
tive programs, pointed out Christopher G.
Mackaronis, an attorney for the American
Assn. of Retired Persons, the Washington-

Continental crash in Denver
won't boost insurance costs

based retiree advocacy organization.

The early retirement incentive that North
Tonawanda offered to teachers who agreed
to retire within 214 years took the form of
either a $10,000 lump-sum payment or a
combination of paid-up medical insurance
premiums through age 65 plus a reduced
lump sum, the total of which would equal
$10,000 in value.

The two teachers who filed the lawsuit in
1984 were 61 years old at the time. They had
been eligible for an early retirement incen-
tive a few years earlier and chose not to
accept it.

The plaintiffs and the AARP, which has
also filed an amicus brief, say the early re-
tirement program discriminates on the basis
of age and the incentive should be offered to
all employees, regardless of age.

However, the city and the EEOC contend
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that ADEA protects an early retirement in-
centive plan even if it provides unequal ben-
efits to older workers, provided participa-
tion in the plan is voluntary and there is a
legitimate business reason for structuring
the plan with specific age limitations.

Observers say that although the EEOCk
position is a major new interpretation of
ADEA, the EEOC has not proposed any new
regulations under the law.

Under ADEA, employers may not discrim-
inate in compensation arrangements on the
basis of age against employees age 40 or
older.

However, Section 4(f)(2) of the law pro-
vides an exception to this rule, saying an em-
ployer may make age-based distinctions in
bona fide retirement, pension and insurance

plans provided they are not doing so as "a
Continued on page 31

London transport authority
covered for subway fire claims

Page 4
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Update

Bhopal talks continue

|ISO offe rs plan to limit

AtUZ557 | pyntg goZN906vermail*Ctd insurers' defense costs

A Carbide spokesman said Fri negotiations are continuing
The chemical giant had $200 million in excess liability insurance
limits at the time of the accident, which killed 2,660 people, se-
verely inJured 20,000 others and slightly injured 186,000 (BI, Dec
24, Dec 31, 1984)
By year-end 1985, Carbide also had set aside most of a $185

million charge to cover Bhopal-related liabilities, the spokesman
said

Professor gets IRIS data

WASHINGTON-A Judge has ruled that an insurance professor
who edits an insurance publication can receive previously confl-
dential information that the National Assn of Insurance Commis-
sioners developed to spot troubled insurers

A District of Columbia Superior Court ruled that insurance regu-
lators in the district should release the information to Joseph Belth,
a professor at the University of Indiana in Bloomington, thereby
granting his request under the Freedom of Information Act

Released were three 1987 reports developed from the NAIC's In-
surance Regulatory Information Service data One report describes
five-year trends showing property/casualty and life/accident/
health insurers that need Immediate regulatory attention or were
targeted for attention Two other reoorts provide supplemental
ratios on life/accident/health insurers, including one on the ade-
quacy of loss reserves

NAIC officials said m a recent letter that "IRIS financial ratios
and the examiner team analysis are not intended to be used as a
rating system for insurers or as absolute indications of imminent
financial difficulty " They caution that "misclassifications do
occur and misimpressions can be obtained without further review
by an experienced analyst familiar with insurance company opera-
tions, financial reporting procedures as well as a knowledge of the
IRIS financial ratios "

The NAIC previously stopped sending IRIS data to regulators
facing access requests However, a clerical error caused this infor-
mation to be sent to the District of Columbia, said James Schacht,
chief deputy director of the lllinois Insurance Department

Jewel to offer settlements

CHICAGO-Jewel Food Stores Inc will offer a court-approved
settlement within the next two months to about 2,400 of a groLp of
15,000 persons who became 111 after drinking salmonella-tainted
milk produced by the company's dairy in 1985

Cook County Circuit Court Judge John M Breen Jr last week
approved a plan under which Jewel will pay $800 to each claimant
who was 111 one or two days and $1,000 each to claimants who were
ill between three and four days

Claimants, who must have medical documentation of iliness, also
will be indemnified for as yet undetermined medical expenses and
lost wages, according to Jewel attorneys Michael Pope and Michael
Howlett of Phelan, Pope & John m Chicago

The remaining 12,600 cases, which either lack documentation or
are considered more serious, will be reviewed individually Con-
tested cases will be heard by a ludge whose decision is final, ac-
cording to the agreement reached between attorneys for plaintiffs
and defendants

Jewel, and its parent American Stores Co Inc , had an estimated
$71 million in insurance coverage to pay claims and costs (Bl, April
7, 1986) However, some insurers are disputing the coverage

Harbor loses bad-faith case

LOS ANGELES-A Los Angeles Superior Court jury has ordered
Los Angeles-based Harbor Insurance Co to pay American Motor
Inns Inc $23 2 million in damages because the insurer exercised
bad faith in settling a lawsuit against AMI subsidiaries

The Jury Tuesday ordered Harbor to pay $10 25 million in com-
pensatory damages and approximately $13 million in punitive
darnages

The case arose from a lawsuit brought against subsidiaries of
Roanoke, Va -based AMI by a man who was severely injured in
1977 swimming pool diving accident at the Frenchman's Reef
Holiday Inn on the island of St Thomas m the Virgin Islands AMI
was the parent company of Atlas Motor Inns Inc and Flam-
boyant Investment Co Ltd , which owned and operated the hotel

Harbor wrote $5 million in excess liability coverage for AMI be-
tween August 1977 and August 1978 that covered Atlas but not
Flamboyant Harbor ultimately paid the accident victim $25 mil-
lion to settle the case on behalf of Atlas

However, AMI sued Harbor in 1982 contending, in part, :hat
the insurer acted m bad faith by entering into a secret agreement
with the plaintiff concerning Flamboyant AMI attorney William
Shernoff, who is with the Claremont, Calif, firm of Shernoff &
Levine, said Harbor guaranteed the plaintiff another $1 milhon if
he could not recover that amount from Flamboyant

However, Flamboyant subsequently agreed to settle with the ac-
cident victim for $19 million

"The message this case sends is that if this is the law why
should a parent company bother insuring its subsidiaries and

Continued on page 33

Errors & omissions

* Three reinsurance brokers-Crawley Warren Black Inc , Crump
Re and Cypress Creek Intermediaries Inc -were accidentally omit-
ted from the directory of reinsurance intermediaries that appeared
in the Nov 16 issue The listings for these three companies appear
on page 32 of this issue

The endorsement IS structured to provide defense
cost limits of 100% of either the general aggregate

NEW YORK-The Insurance Services Office Inc IS limit or the products and completed operations aggre-
proposing an endorsement to its primary commercial gate limit, whichever would apply to the litigation
general liability policy forms that would cap an in- The endorsement also would transfer control of de-
surer's defense costs at an amount equal to the policy's fense from the insurer to the policyholder when cover-
aggregate limit age is exhausted

Regulators and producers say the endorsement An ISO spokesman said the New York-based policy
would cause problems for policyholders because It IS form and ratemaking organization IS seeking feedback
unclear as to what exposures the endorsement would concerning the endorsement from regulators, insurers,
apply producers and insurance buyers

They also point out that under the proposal policy- So far, buyers, regulators and producers indicate
holders still would not be able to control their defense they do not like the looks of the proposal
costs In addition, policyholders or their excess insur- Although the Risk & Insurance Management Society
ers would have to take over the defense of litigation Inc iS being "uncharacteristically mum" on the issue
after the defense limit is exhausted, possibly dlls- by refusing to comment on specifics of the ISO pro-
rupting the defense posal, the organization is "not looking favorably on

However, some observers predict that most insurers it," said Jon Harkavy, RIMS director of governmental
will not be willing to add the endorsement to poli- affairs
cies because the commercial insurance marketplace is RIMS has met with ISO officials and has expressed r
softening its concerns about the proposed endorsement, -but no

The ISO proposal is aimed at satisfying some of the agreement was reached,- Mr Harkavy said "We are
objections by the National Assn of Insurance Commis- reviewing our position "
sioners to ISO's attempt to include defense costs He said RIMS will make ItS views on the proposal
within the policy limits of its commercial general lia- known in a position paper it will present at the NAIC's
bility forms (Bl, Dec 15, 1986) national meeting in Phoenix, Ariz, next month

Unlike that proposal, the endorsement ISO now is Nevada Insurance Commissioner David Gates, who
seeking would not be mandatory and would establish IS a member of the NAIC subcommittee that is study-
defense cost limits outside of a CGL policy's aggre- ing the proposed endorsement, said regulators will
gate limits Continued on page 29

Lloyd's new broker rules
could broaden ownership

By CAROLYN ALDRED

By MICHAEL BRADFORD

regulations would finally abolish the 20% rule
However, the regulations could reduce the number of
LONDON-Less restrictive rules proposed last week brokers authorized to place business at Lloyd's by re-
governing ownership of Lloyd's of London brokers quiring them to be registered and to meet certain fi-
could have a far-reaching effect on the entire London nancial requirements, according to Lloyd's Deputy
market, observers say Chairman Alan Parry
The rules, among other things, would give parent The proposed rules governing the ownership, cretrol
companies more control over their Lloyd's brokerage and operation of Lloyd's brokers were published'it
subsidiaries, according to Barry Gibson, general man- Thursday by the Lloyd's Broker Regulation CommittOe'
ager of Lloyd's Broker Regulation Committee in response to a government inquiry headed by Sir Pa-
Over the last 10 years, Lloyd's has sought "non-in- trick Neill that in January urged the revision of
terference" undertakings from companies outside the Lloyd's broker regulations "without delay" (Bl, Feb 9,
Lloyd's community, meluding U S brokers that have Jan 26, Jan 19)
purchased Lloyd's brokers, he explained, but these The consultative document titled "The Regulation of
would be modified under the proposed rules Lloyd's Brokers" also includes a draft code of practice
In addition, the rules would eliminate the "26% for Lloyd's brokers
rule," which prohibits insurance companies from own- Members of the Lloyd's community have until Jan
ing, either directly or indirectly, more than 26% of a 22 to comment on the proposed regulations, which
Lloyd's broker Lloyd's hopes to finalize by March, said a Lloyd's
Under the proposed regulations, in fact, Lloyd's will spokesman
not be allowed to restrict any type of parent com- The modification of the "non-interference restric-
pany from owning a Lloyd's broker tions" is an extension of a recommendation in the
In 1978 Lloyd's passed a rule that insurance interests Neill Report concerning the ownership of underwriting
outside Lloyd's should not own more than 20% of any agents, said Mr Gibson
Lloyd's broker Although Lloyd's has not used the The Neill report said that restrictions on sharehold-
rule to prevent companies, particularly major U S ers of Lloyd's underwriting agents may "impede the
brokers, from acq -liring Lloyd's brokers, the proposed Continued on page 33
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Denver crash won't boost airlines’' rates

By STACY SHAPIRO

a good year," said one London aviation un-

H n H H 0 — —atie
LONDON-Last week's crash of a Conti- fog%%{rpl)%g ryg]reerwrlters have money to pay | 0 /O’r ” ’O' o
nental Airlines Jetliner on takeoff in Denver, My guess is that rates will not be materi-,-_ - N
which killed 28 people and injured 54 others, ally affected," added Jerry Frick, managing De>m@S=-
will have no effect on plummeting airline hull director of the aviation division of Marsh & H
and liability insurance rates McLennan Inc m New York During fall re- ,
Brokers and underwriters in the United newals "all the world airlines have had re- - ) ”'_l

States and London say the Continental disas- ductions on average of 50% on hulls and 40%
ter-which underwriters say could cost insur- on liabilities Underwriters have made a ter-

April 1988

continue to drop as much as 50%, they say

cording to underwriters in London

tinental's renewal, they say

op rom Jlg

seround SaQmillion.indiahility insurancer ificamowat.of snangy.and.there's been anin- *1 - 0 - -0<a#
ﬁgﬁnﬂ@per ngg?r:bgi%aﬂnat pegggtfﬁf pengd Eﬂ(r)ee years aggv W enbcapacny dried _--,72" .

The Continental DC-9 passenger Jet bound ~ —

Hull insurance rates will continue to be cut for Boise, ldaho, with 77 passengers and five 4
by as much as 60% and liability rates will crew members aboard flipped over and broke '.7+B,lili*....-*

apart on takeoff during a blinding snowstorm -

In fact, Continental's parent company, at Denver airport As of late last week, 28
Texas Air Corp -which had placed ItS Dec 1 people had died and the rest were injured, e
coverage renewal for its $10 3 billion fleet some critically, though about 21 people were
prior to the Nov 15 crash-received about a able to walk away from the wreckage without
45% reduction on hull and liability rates, ac- assistance

The Continental Jetliner is valued by insur-

The crash will have no major effect on Con- ers at $4 million, said a Lloyd's of London

tions "because 1987-touch wood-has been

spokesman Underwriters so far have not been
The loss of the Continental jetliner "won't notified that a liability reserve has been set
make much of a difference" for rate reduc- up However, brokers and underwriters in

Photo AP/Wide World

Cont:nued on page 34 Twenty-eight people were killed when the Continental DC-9 flipped over on takeoff.

Fireman's Fund Alliance seeks more tort reform

allowed to leave
Massachusetts

By STEPHEN TARNOFF "Our effort is to focus on procedural and administrative

parts of the system that need attention and also affect the
SCHAUMBURG, Il -Believing that the impetus for re- cost of insurance," Mr Nutter said

forming the nation's tort system is slowing in state legisla- Among the issues discussed in the Alliance's 100:page

tures, the Alliance of American Insurers IS taking ItS booklet are

case directly to the courts « The need for alternative dispute resolution
The Schaumburg, lll -based Alliance IS advocating pro- - Encouraging settlement of cases
By LAURA MAZZUCA cedural and administrative adjustments in the nation's - Ending discovery abuses
. courts as a more practical way of achieving tort reform - Reducing legal costs for plaintiffs and defendants
BOSTON-The Massachusetts Insurance Department is al- The Alliance's suggestions for those adlustments are ad- - Ending abuses in class-action suits These suits often

lowing Fireman's Fund Insurance Cos to withdraw from the
state's insurance market in return for a one-time $45 million
payment to the state's assigned risk automobile insurance
pool

In addition, Fireman's Fund will be liable for ItS share of
losses it Incurred before withdrawing from the pool, which
could amount to an additional $10 million to $15 million, said

J¥isurance Commissioner Roger Singer

« > The agreement settles the month-old litigation between

Fireman's Fund and the department in which the insurer
charged that both the department's attempt to force the in-
surer to continue writing in the state and the system for
setting automobile insurance rates for Commonwealth Auto
Reinsurance, the state's auto liability assigned risk plan, are
unconstitutional

However, the settlement amount falls far short of the in-
surer's $75 million offer to withdraw only from the pool but
continue writing other coverages in the state The department
relected the offer last month, saying the terms of the offer
violated state statutes

Mr Singer said he does not expect that the department will
reach any similar agreements with other insurers in the state
that claim they are experiencing financial hardship because
of their mandatory participation in the pool

Under the agreement, which was finalized Nov 13, the No-
vato, Calif -based insurer has discontinued writing all busi-
ness in the state and has paid a one-time $45 million assess-
ment fee for 1987 and 1988 to the state's auto insurance
pool, said Richard J Underwood, an attorney with Finnegan

Continued on page 29

vanced in a new booklet prepared by the insurance trade intimidate and coerce defendants into "unwanted" settle-
organization, and a copy of the booklet has been sent ments, the Alliance says in the booklet
to every federal Judge, state supreme court Justice, organ- - Halting frivolous lawsuits
ized judicial group and state and national bar association, « Changing the rules regarding permissible evidence to
said Alliance President Franklin W Nutter in an in- assure fairness to all parties
terview last wesk - Ways for courts to better manage litigation

He added that early response to the booklet, titled "Ad- » The role that juries should play, if any, in complex
vancing Justice May We Approach the Bench?" has been civil cases and the size of recent Jury awards
favorable Contznued on page 26

Union sues New York utility

By JUDY GREENWALD man said She would not comment on the utility's insur-

ance coverage
NEW YORK-A utility workers union is suing Consoli- The utility must respond to the suit by Nov 30
dated Edison of New York Inc and seven members of the Attorney Louis Nikolaidis, with the law firm of Clifton
company's management for $139 million, claiming they & Schwartz in New York, which is representing the union,
deliberately exposed 139 workers to asbestos said the employees were exposed to insulation with a
The suit, which was filed in US District Court for the 35%-65% asbestos content The Occupational Safety and
Southern District of New York in Manhattan by the Health Administration forbids unprotected exposure to
14,000-member Local 1-2 of the Utility Workers Union of material with an asbestos content greater than 1%, he
America, claims the workers were exposed to friable as- said
bestos while renovating and re-insulating two giant boil- Ordinarily, a state's workers compensation system is the
ers at a Manhattan Con Ed power plant this summer exclusive remedy for workers who suffer workplace in-
The suit contends management knew the boilers' insu- Juries However, Mr Nikolaidis said the New York work-
lation contained dangerous levels of asbestos but assigned ers compensation law allows employees to sue employers
employees to work in the area without any protection when there are allegations that employers intentionally
"At this point, we're investigating the allegations and have harmed employees

studying the papers that were filed," a Con Ed spokeswo- Continued on page 10

Reti ree health rules to cut profits: Study

By JERRY GEISEL health care plan, the annual expense against earnings could
be $2,000 per employee, according to Phyllis Doran, a con-

WASHINGTON-Employers will be forced to consider sulting actuary in the Washington office of Milliman &
ways to limit their retiree health care liabilities if the ac- Robertson Inc and co-author of the study

counting profession, as expected, adopts new rules for re- "It is an astounding number," said study co-author Bill

poding these liabilities, the authors of a new study say Reimert, a consulting actuary in Milliman & Robertson's $35,000 - .

The new accounting rules could add an annual $2,000 ex- Philadelphia office 17 Single employee
pense per active employee against earnings, according to By contrast, employers now only include their current an- 30,000 Married employee
"Measuring and Funding Corporate Liabilities for Retiree nual costs for retiree health care benefits-such as the pre-

Health Benefits," a study published this month by the Em- mium for a health insurance policy or claims costs if a com- 25,000 -
ployee Benefit Research Institute, a Washington-based bene- pany self-funds ItS retiree health care plan-as an expense 20.000 -
fits think tank item ’

For the median Fortune 500 company, this could reduce net Those pay-as-you-go costs for retiree health care typically 15,000-
income 30% to 60%, according to the report amount to between $200 and $400 per current employee an-

Next year, the Financial Accounting Standards Board IS nually, according to Mr Reimert and Ms Doran 10,000- 1
expected to publish proposed rules requiring employers to Besides cutting corporate earnings, the FASB rules could 5.000

recognize retiree health obligations on corporate balance cause many other problems for companies "It could affect

sheets corporate stock prices, their bond ratings, their ability to
While the exact shape of the FASB rules IS nOt known yet, borrow money," Mr Reimert said 55 60 65

the rules are expected to propose that the cost of retiree With those kind of implications, more employers will be Age at retirement

health care liabilities be accrued as an annual expense taking a new look at their retiree health care plans, the au-

against corporate earnings over the working lives of covered thors say

employees "The FASB rules will force employers to face the reality of
For a typical Fortune 500 company with a generous retiree Continued on page 27

. Costs for indivduals covered by plan requinng $500 annual deductible and 25%
copayment. with $7.500 annual out-of-pocket cap

Source Employee Benefit Research Institute Chart Amy Palmer



Transit agency cove red for subway claims

By STACY SHAPIRO

LONDON-The London Re-

gional Transport Authority has at
least 17 million pounds ($29.9 mil-
lion) in liability coverage for last
week's fire at the King's Cross
subway station, which killed 30
people and injured 53 others.
However, liability losses may
only reach 4.2 million pounds ($7.4
million) because the injured and
the survivors of those killed are
expected to receive only a maxi-
mum 50,000 pounds each ($88,000)

in compensation.

Insurance sources in London say
that LRT self-insures the first 2
million pounds ($3.5 million) of its
property and liability exposures
under a complicated property and
casualty insurance program that
will pay property, business inter-
ruption and liability losses.

The next 5 million pound ($8.8
million) layer excess of 2 million
pounds also covers property and
casualty losses. The next 10 million
pounds ($ 17.6 million) excess of 7
million pounds ($12.3 million) is

either in two layers of 5 million
pounds or one layer of 10 million
pounds and may cover only ca-
sualty losses, though some un-
derwriters believe :his insurance
also may cover property and busi-
ness interruption losses.

LRT's insurance program is
placed with Lloyd's of London
syndicates and major British in-
surance companies. One of LRT's
brokers is Sedgwick Ltd., which
will not comment on the coverage.

An LRT spokesman said that
LRT was fully insured fir property

damage and liability losses, but
would not give details.

The fire broke out about 7 p.m.
Wednesday, at the end of the eve-
ning rush hour, on an escalator
leading up from one of the myriad
subway lines that stop at King's
Cross, London's busiest "tube”
station. Trains continued to stop at
the platforms below the fire, and
passengers continued to try to
reach street level as smoke bil-
lowed through the station's under-
ground ticket office.

Shortly after the fire, LRT told

Crawford & Company
now offers overnight

updates to your claims
administration datab ase

Claims administration with value added...

overnight information to explore options
and keep track of claims progress.

The choice is yours.

.. You can

analyze massive traditional monthly loss
runs using data which is obsolete before
you receive it. Or you step into the future
with PC-based interaction with Crawford's
mainframe with SISDAT+™

Each night the Crawford mainframe
is fed the day's financial and data updates
as submitted by Crawford's nearly 550
claims offices in the U.S., Canada, and
Puerto Rico. Your reports reflect the latest
data available on your claims.

Through your PC, you may order
standard report modules which, for
example, allow you to analyze potential
retention levels or create customer loss
runs with single word commands. Oryou
can customize that report to isolate one
region's performance compared to the

I'd like to see exactly what you mean about
Crawford's "va/ue added" claims administration.
Send me the SISDAT+ booklet showing sample
reports and how they can be used.

1 Name
1 Title
1 Company
i Address
City, State, Zip
£ Phone<)

rest of your organization, even on a"c/aims
made" basis if you wish. You can also
choose from other options, too numerous

to mention here.

How can you use the information?
Communicate better with top manage-
ment... analyz.e the potential cost benefit
for risk control and have the supporting
data rightat 'land... package yourclaims
experience to allow your broker and/or
underwriters to betterunderstand yourreal

exposures.

Send today for the 64-page booklet
describing the SISDAT+ RMIS,supported
exclusively by the nationwide system of
Crawford & Companyclaims professionals.

Crawford & Company

5620 Gleiridge Dr., N.E.
Atlanta, Georgia 30342

Better yet, give Barry LaFleur a call at
(404) 256-0830. As Crawford's Vice Pres-
ident, Market Production, he'll respond to
qualified inqui-ers with our SISDAT+
information overnight.

Crawford

RISK MANAGEMENT SERVICES

CLAIMS SERVICES

victims through news reports to
contact the London Regional
Transport Risk Management De-
partment for immediate "special
payments to those victims or the
families of victims who have suf-
fered hardship as well as distress
following the fire."

An LRT spokesman said the pay-
ments would be made "without ad-
mission of liability."

Compensation for victims and
survivors is not expected to reach
more than 50,000 pounds per per-
son, according to Mark Mildred,
partner at the London law firm of
Pannone Napier. Victims have
been told to contact the Law So-
ciety-the British equivalent of the
American Bar Assn.-if they feel
they are eligible for compensation.

The Law Society, which had re-
ceived about 20 phones calls on
Friday, is coordinating all poten-
tial legal claims through the Acci-
dent Legal Advice Scheme, which
was set up in May after a British-
owned ferry capsized. ALAS, made
up of several law firms including
Pannone Napier, offers its first in-
terview free of charge and then
will set up a coordinating commit-

tee of lawyers to seek compensa-
tion for victims.

LRT has launched an internal
investigation into the cause of the
fire, and the British government
has set up a public inquiry to ex-
amine the cause of the fire and
steps that can be taken to prevent
a similar disaster.

However, reports say a study by
the London Passenger Transport
Research Group issued after a 1984
fire at the Oxford Circus subway
station called for radical reforms
at subway stations that have not
vet been implemented. m

Berman, Na®
join B/ staff
in N.Y. office

NEVWW YORK-Kari Berman has
been named a staff reporter in
Business Insurance’'s New York
bureau, Associate Publisher and
Editor Kathryn J. Mcintyre an-
nounced.

Ms. Berman, 21, who will receive
a bachelor of arts degree in English
literature from Columbia Univer-
sity in New York in the spring, had
been an intern in
the New York
bureau last sum-
mer.

Before join

1
Ins
rked .
e
tion of W

king
Woman maga-
zine and as an Ms. Berman
editor for the
Spectator, Co-

lumbia Univer-

joined Business
Insurance as an Mr. Nash
editorial assis-

tant in the New York bureau.

Mr. Nash, 31, is currently work-
ing on a bachelor's degree in jour-
nalism at New York University and
plans to graduate in the spring of
1989.

He most recently worked as an
editorial assistant at Economic
World in New York, reporting on

business issues affecting Japanese/
American trade and relations.

Mr. Nash can be reached at 212-
= 1 O —<CO> 1 =8O -
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Nxmilonother
retired Americans are

Inadifferentboat.
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Rr main'.Americans. retirement is exactly what they
hoped fc,r.

But forothers. retirement can he complicated hypoor
liealth. One out of hir Americans will require long-
term care in a nursiiig honie with mi average annual cost
of SJ),()(X) to $30.(XX). How that care is paid 16r has
becc,me a cc,niplex issue.

llist<,rv ims 41(,u, tliat pers(Mial saviiigs and programs
like 1ledicare and Medicaid cali t cover all the costs of

retirenient health care. (:ompanies with retirement health

lietiefits all'<c) Pre the proNem of unfunded kiture liabilities.

Additional S(nutknis must lie fi)Jund to address tliis
retirement healtli care a,st issue that will eventually aict
every person. cy)inpally mid ilistituticm in our anititry

At NWXI. Group, wete developing an emplote benefit
prograni called LifeScope* tliat would prc)vide fc,r a persoii's
retirement yeilrs mid working years.What makes the
LifeScope [¥ogram unique is its comprehensive approach to
pre,viditig henefib. It is nic,re than life ilisurance aild
a nursitig home policy

By managing the delivery of health care and planning
1(,r future needs, the l.ifeScope Prognim can fi iid alter-
iiatives that niake health care mc,re alrorchible,while
ille,witig iiidividuals to live itidependently The programk
benefits; wc,ild he volutitars flexible and portable.

lain elements (,f the l.ifeScc)pe Prograni have
alreadyheen put into place through cument NWNL Group
heiieftt progrdms. 1 siiig our resources as the natiotis

10tll largest group insurance compans we Will soon he
adding more elements.

To find out more about NWNI. Group mid the Lilk;cope
[¥ogram, contact (Ninnv Patrick, NWNI. Group, Box 2(),
Mtineapolis, MN 55446 or call(612) 372-5784. Because

now is the time to begin solving the problems ofpnwiding
health care in the future.

WNWNLGROUP

Tbe rigbt benefitsfor today
Tbe r%lot ideasfor tbedi*urk

5<,urce. ic,r v ttitic# 11111,1,)>ef- I'eric-ft! Reir:ircli 111>titute. 191S: Ill-,Irfits kt-he:irch. 1,1-. 11)86: National I'ndemriter. 1986.
\d111.1110,1Nrtinidinl\i 11511 1lir llllir:unke {.timp:1111. Alitilk'alwilth. MN | tint adn litted m the State of New)i Ark j. The Non Atlantic 1.ile, 111,9 r,ull:r 0,114)an>" of Amerilit, Jericho, NY (@ memher of tile NI. Companies).
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RBH to buy share of new Lloyd's broker

By STACY SHAPIRO

LONDON-Chicago-based brc-
ker Rollins Burdick Hunter Co.
will be a minority shareholder in
a new Lloyd's of London brokerage
to be established by several former
key executives of Stewart Wrighs-
son Holdings PLC. who resigned
following the broker's acquisition
by Willis Faber P.L.C.

RBH Chairman and Chief Execu-
tive Officer Patrick G. Ryan will
not comment on how large of an
interest RBH will hold in the new

¢l o el LG ol et

e are well prep*ed G the cha

'All of us are very excited about the proipects
for this new enterprise and believe that both
underwriters at Lloyd's and the London company
market will be supportive and that insurance
buyers will benefit,' says Martin Nicholson.

company.

However, reports in London say
RBH, the seventh-largest U.S. bro-
ker, will own between 35% to 40%

+55

—ec=——

of the new broker.

"We are pleased to have the op-
portunity of taking a minority po-
sition in this dynamic organiza-

AR

-[HAN,TtlE SUM ORITS-PARTS-i r

tion,” Mr. Ryan said in a
statement. ' It will provide easy ac-
cess to London markets for certain
of our major U.S. clients. At the
same time, we shall also be contin-
uing to use other London broking
firms in appropriate cireum-
stances.”

Speculation that RBH would be
an investor in a new London bro-
kerage that would include key
Stewart Wrightson executives was
reported earlier (Bl, Nov. 9).

RBH and the Stewart Wrightson
executives confirm that the execu-

f 434

The Underwriting departments ofhe HANNOVER Re andthe, -,
EISEN UND STAHE Re 'will be merded by 31 st Dec-em,1987.

lenges of the.future.

T* 'K IHANNOVER Re - EISEN UND'STAHE Re,.
Karl-Wiechert-Allee 50 - D-3000 Handover 61 : West-Gerrhany
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tives who will join the new Lloyd's
brokerage will include:

- Martin Nicholson, Brian
Stewart-Brown and Richard Holt,
who own Lloyd's aviation reinsur-
ance broker Nicholson Stewart-
Brown Ltd., which will be ab-
sorbed by the new brokerage.

Nicholson Stewart-Brown was
previously known as Nicholson
Stewart Wrightson and was 49%
owned by the three directors until
they bought the remaining 51%
that had been held by Stewart
Wrightson Holdings for 3.5 million
pounds ($6 million) earlier this
year. Nicholson Stewart-Brown
employs about 50 people.

+ Nigel Chamberlain, Tony Fell
and Graham Addiscott, the three
directors of Stewart Wrightson
North America Development Ltd.
who announced Oct. 31 they were
leaving the merged Willis Faber-
Stewart Wrightson. Many of the
approximately 20 other employees
who have left the division are ex-
pected to join the new brokerage.

< Alan Colls, the former chair-
man of Stewart Wrightson Ltd.,
who is expected to join the new
brokerage Dec. 1.

- Jonathan Palmer-Brown, for-
mer chairman of Stewart Wright-
son Aviation Ltd., the brokerage's
powerful aviation division, and
Peter Butler, former managing
director of the aviation division,
who will join the group at the end
of January. Many of the two dozen
other employees who left Stewart
Wrightson's aviation division when
Mr. Palmer-Brown and Mr. Butler
left are also expected to join the
new brokerage.

Mr. Nicholson told Bl that the
name of the new Lloyd's brokerage
will likely be Nicholson, Chamber-
lain & Colls Ltd., although no final
decision has been made.

The new brokerage is currently
seeking approval by Lloyd's to be-
come a Lloyd's broker. Nicholson
Stewart-Brown already is a
Lloyd's broker.

"Much of what we are doing is
still in the planning stages,"” Mr.
Nicholson said in a statement last
week. "All of us, however, are very
excited about the prospects for this
new enterprise and believe that
both underwriters at Lloyd's and
the London company market will
be supportive and that insurance
buyers generally will benefit from
new choices becoming available to
them.”

Mr. Ryan told Bl that RBH and
its parent, Aon Corp., have been
looking to purchase a minority po-

sition in a Lloyd's broker for some
time and first became interested in

the new venture when the three
directors of Nicholson Stewart-
Brown bought the remaining 51%
of the company in late summer.

RBH already produces North
American business for Stewart
Wrightson North America Devel-
opment and is the broker for
United Airlines, Stewart Wright-
son's largest U.S. aviation account.

RBH joins the ranks of other Top
10 U.S. brokers who own all or a
substantial interest in Lloyd's bro-
kers.

Marsh & MelLennan Cos. Inc.
owns C.T. Bowring & Co. Ltd.;
Alexander & Alexander Services
Inc. owns Alexander Howden
Group Ltd.; Johnson & Higgins
owns Johnson & Higgins Ltd., for-

merly Carter, Brito e Cunha Ltd.,
Frank B. Hall & Co. Inc. owns Les-

lie & Godwin P.L.C.; Corroon &
Black owns 29.9% of Minet Hold-
ings P.L.C.; and Arthur J. Gal-
lagher & Co. owns Gallagher
Plumer Inc.

INn addition, Lloyd's broker
Sedgwick Group P.L.C. owns New
York-based Fred S. James & Co.
Inc., and Jardine Emett & Chan-
dler Inc. is an affiliate of Jardine

INnsurance Brokers Ltd. |
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Not too late to save NYIE

ONTRARY, MRS QMR YIEWS. e JaRONRE;

York Insurance Exchange prove that self-regula-
tion fails in the insurance marketplace.

Indeed, we think that at least one factor contri-
buting to the problems at the New York Insurance

Exchange has been over-regulation: namely the
New York Free Trade Zone.

Under New York law, insurers licensed in the
Free Trade Zone get first crack at writing risks
before they can be offered to syndicates on the New
York Insurance Exchange.

As we said seven years ago (BI, July 7, 1980), and
several times since, the New York Free Trade Zone
insurers should never have been given this market
advantage over the New York Insurance Exchange.
We endorse the concept of the Free Trade Zone-
allowing licensed insurers to write certain large
and exaotic risks free from rate and form regulation
-but we do not believe that the insurers licensed
in the Free Trade Zone should receive preferential
treatment compared with the exchange. Syndicates
on the exchange should have an equal opportunity
to underwrite that business.

Instead, the New York Insurance Exchange, un-
like the lllinois Insurance Exchange, has been den-
ied an opportunity to grow and thrive writing sur-
plus lines insurande.

While we believe that the Free Trade Zone's
competitive advantage has contributed to the
problems of the New York Insurance Exchange, as

Letters

Who's fault is increasing

Free Trade Zone insurers skimmed off good busi-
ness that NYIE syndicates were never given an op-
portunity to underwrite, clearly the exchange's
current problems cannot be blamed entirely on the
competitive advantage of the Free Trade Zone in-

There have been many other factors contributing
to the problems of the exchange: its timing, enter-
ing the marketplace at the height of the competi-
tive insurance market; the failure of insurance and
reinsurance brokers to consistently support the ex-
change with good business; and the tax law
changes that made it unatlractive for individuals
to invest in syndicates.

The insurance and reinsurance business tends to
be unforgiving once a company-in this case an
exchange-suffers financial problems. As a result,
it will be difficult for the exchange to attract bro-
kers to place business with its dwindling number
of syndicates. Nonetheless, we support the the sug-
gestion of Sen. John R. Dunne, as offered in a Per-
spective article in this issue, for the governor of
New York to appoint a high-ranking commission
"charged with the duty to examine and recommend
statutory and regulatory action to breathe new life
into the exchange.”

It's not too late to save the New York Insurance
Exchange if decisive action is taken quickly to eqg-
uitably solve the financial problems at the ex-
change and to construct a viable plan for its future
growth.

complexity of benefits?

To the editor: Over the past several
years a condition has developed in em-
ployee benefits that is of serious concern
to at least one benefit manager-me-and
probably others. Benefit plans have be-
come far too complicated.

Our employees in many instances can't
understand their coverages and accord-
ingly can't take advantage of those that
require some type of action on their part.
Benefits not fully understood are cer-
tainly not appreciated. Claims proces-

Business Insurance welcomes Let-
ten from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for clarity or space. We witt not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush

St.. Chicago, m., 60611.

sors, payroll department employees and
others who daily administer our benefits
find it increasingly more difficult to do so
in a fair and equitable manner because of
the complexity of the plans. The cost of
administering benefits is getting out of
hand, and benefit managers must rely
more and more on consultant5 and attor-
neys to make decisions-an unhealthy
situation reflective of the underlying
problem.

Who's at fault? Certainly legislators
who don't understand the work-a-day
world. Employers and union negotiators
who don't understand how plans are ad-
ministered contribute to the problem.
Consultants whose primary focus is on
generating income rather than on the cli-
ent and the client's employees don't help.

However, the fault lies primarily with
us, the benefit managers. We don't work
aggressively enough with our state and

federal legislators to try to restore some
semblance of reasonableness. It's easier

to compla.n after COBRA has been
passed. We provide cost information to
our company negotiators, but we don't
get activel> involved in the negotiation
process. After negotiations we ask: "How
am | going to administer that?" We ac-
cept cost-control gimmicks proposed by
others, without sufficient thought as to
their effect on our administration and our
employees' ability to comprehend. In
many ways we've abdicated our respon-
sibilities to the consultants and allowed
them tc steer our corporate benefit pro-
gram, sometimes with unsatisfactory re-
sults.

If we dcn't recognize with concern
what is happening, the trend will con-
tinue. A change in direction is possible
only if ben efit managers, in union or ag-
gressively, 30 insist.

William R. Dagneau
Employee Benefits Supervisor
Wisconsin Public Service Corp.
Green Bay, Wis.
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Home Insurance is well aware what a jungle it's become out
there for people at the top. Mismanagement suits, mergers and proxy
fights are turning corporate executives into an endangered species.

And we're committed to making it a safer world for them tolive in.

We're especially interested in challenges beyond the reach of
most underwriters. New companies or companies going public or
reorganizing, such as those in leveraged buy-outs. Or industries such
as high-tech manufacturing, or real estate development, or oil and gas.

Risks like these interest Home. Others call them difficult to

The Home Insurance Company is a member of The Home Group, Inc.

cers:
safer at Home.

place—simply because they’re difficult to understand. But we pride
ourselves on creative underwriting: identifying a good risk and
tailoring standard policies to individual needs or unusual exposures.

It's the kind of professional treatment Home Insurance is known
for. After all, we've been handling risky situations for customers ever
since we started business, back in 1853.

If you could use a guide through the corporate jungle, contact
your insurance agent or broker. Or write Marshall Manley, The Home
Insurance Company, 59 Maiden Lane, New York, NY. 10038.

Home Insurance
There’s no place like 1t.
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PRODUCTS, D&0, E&0 AND OTHER LIABILITY
FINANCIAL TECHNOLOGY INC.

Consultants specializing in Captives, Risk Re--ention Groups,
Cash Flow, Self-Funded, Loss Portfolio Transfer P-ograms,
Feasibility Studies, Formation and Management.

1888 Century Park East, Suite 910, Los Angeles, CA 90067

(213) 879-3991

Trenwick reports earnings,
Bermuda units up for sale

Westpc rt, Conn.-based Trenwick
Group lIric. reported sharp earnings
increases in the firs= nine months
and third quarter of 1987.

The cc,mpany also announced
that it is selling its Bermuda oper-
ations: Trenwick Services Ltd.,
Trenwick Reinsurance Co. Ltd. and
Trenwick Guaranty Insurance Co.
Ltd

The company is selling the oper-
ations In order to concentrate

Financial briefs

solely on its domestic reinsurance
operations.

As of Sept. 30, 1987, the com-
pany's Bermuda subsidiaries had a
net boik value of approximately
$7.5 million.

Net income for the first nine

months more than tripled to

The insurance company that pioneered construction-site
fieldhospitals, is the insurance company with the most innovative
Medical Cost Contilinment program today.

In 1934, Industrial Indemnity
responded to the need for prompt medi-
cal aztention for injured workers at iso-
lated constructionsites withapioneering
concept-the on-site fieldhospital, staffed
withresident doctors and nurses.

Today, thatsame kind of progressive
thinking is behind Industrial's respcnse
to skyrocketing medical costs. Agents,
brokers and their policyholders all bene-
fit from an aggressive program that
provides quality medical care and saves

money.

A 3-step plan to control workers
compensation expenses.

1. The Preferred Provider Network
consists of selected hospitals, physicians
and other medical care providers who
offer their servizes at reduced rates in
exchange for participation in the Network
The result-injured workers receive
quality care at affordable prices.

2. Industrial's special Audit Program
provides thorough screening of all bills,
protectingemployes from invalid charges.
3. Hospital Utilization Review evaluates
non-emergency admissions andexcessive
lengths ofstay, so needless hospitalization

Rx
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is identified and prevented.

Lower expenses meanlowercosts.
Byhelping controlworkers compen-
sation claim expenses, Industrial can also
help lower premiums and increase the
potential for policyholder dividends.
Industrial Indemnity, WOIking
closely with a select group ofindependent

agents and brokers, not only helps pre-
vent injuries, but also provides control
over medical costs after they occur.
Constantly looking for new means
to keep check On costs for its policy-
holders is one more way Indusuial

Indemnity keeps its commitment to be
the best in commercialinsurance.

Industrial Indemnity
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$7.7 million from $2.5 million in
the corresponding first nine
months of 1986.

Operating income in the first
nine months also soared, rising
more than 40% to $7.6 million from
$1.4 million in 1986.

Net premiums written in the first
nine months jumped 68.8% to $70.1
million from $41.5 million.

For the third quarter, net income
was $2.7 million, a nearly three-
fold increase from $979,000 in the
third-quarter of 1986.

Operating income in the third
quarter also saw a three-fold in-
crease, rising to $2.7 million from
$922,000.

Third-quarter net premiums
written jumped 48.5% to $26.1 mil-
lion from $17.6 million.

Trenwick's combined ratio for
the first nine months improved to
106.9% from 118.6% in the year-
earlier period.

Likewise, the combined ratio for
the third quarter improved to
109.5% from 123.9% in the third
quarter of 1986.

Trenwick also announced that it
has authorized the repurchase of
up to $10 million of its common
stock.

The company is planning to
make purchases from time to time
in the open market in privately ne-
gotiated transactions.

CNA Financial Corp.

Chicago-based CNA Financial
Corp. reported that its net income
for the first nine months of 1987
dipped 17.9% to $279.9 million
from $340.8 million in the first
nine months of 1986.

The company blamed the de-
crease on unusually high invest-
ment gains in the first nine months
of 1986, which distorted the ccm-
parison.

Operating income in the first
nine months increased 52.0%
to $298.4 miillion from $196.3 mil-

lion in the same period a year ear-
lier.

Nine-month revenues rose
16.3% to $5.3 billion from $4.5
billion.

For the third quarter, net income
rose 10.6% to $108.4 million from
$98 miillion in the third quarter of
1986.

The company's operating income
in the third quarter jumped 53.9%
to $115.3 million from $74.9 mil-
lion.

Third-quarter revenues in-
creased 14.4% to $1.8 billion from
$1.6 billion in the year-earlier
quarter.

"Both net operating income and
net premium income for the first
three quarters were the highest of
any nine-month period of CNA
history," said Laurence A. Tisch,
chairman of the board.

"While net income was less than
the similar period a year earlier,
because of very large realized gains
on the sale of bonds in 1986, the
record growth in operating income
is very satisfying," said CNA's Mr.
Tisch.

Much of the improvement in the
nine-month and third-quarter re-
sults was the result of improve-
ments in CNA's property/casualty
division.

Net operating income for the di-
vision in the first nine months in-
creased 59.6% to $250.2 miillion
from $156.8 in the first nine
months of 1986.

Likewise, third-quarter operat-
ing income for the division rose
56% to $99.4 miillion from $63.7

e m e = _ -_
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whenyouknow your wayaround.

Everyone knows Vermont is the most
attractive captive domicile anywhere. It is
even more so when you know your way
around, guided by a bank that understands
captives as well as it understands Vermont.

So once you've met with the Banking
and Insurance Commissioner, your next
call should be to First Vermont Bank.

We'll make sure you understand all the
particulars of Vermont's captive legislation
so that everything will proceed smoothly.
Then when it comes time to arrange letters
of credit, EFT's or any banking service you
may require, we'll be on hand to put the
package together.

Administrative Office: 215 Main St., Brattleboro, VT 05301

At First Vermont Bank, we put our
captive customers first by understanding

the business better than any other bank in
the state. So when it comes time to make

Vermont a part of your plan, contact Frank
McGaffigan at 802/463-4511 and let him
show you around.

First Brmont Bank
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Architects to see
E&O rates soften:
Schinnerer official

By MICHAEL BRADFORD

NEW ORLEANS-The market for architects and engineers pro-
fessional liability insurance now is loosening slightly after many
insurers abandoned the line, says an executive with the leading
provider of the coverage.

During the past three years "the market essentially evaporated,”
said Marshall Ames Jr., senior vp with underwriting manager Victor
0. Schinnerer & Co. Inc. in Washington, D.C.

"There were very few other markets that were open for business
for firms of any size. | think we were the only market that remained
open for firms of all disciplines, of all sizes, that qualified based on
our underwriting parameters."

Schinnerer has provided professional liability coverage for archi-
tects and engineers since 1957. Its program is written on behalf of
CNA Financial Corp. and provides annual aggregate limits of up to
$15 million in primary and excess coverage.

Mr. Ames, speaking at the Seventh Annual Construction Insur-
ance Conference in New Orleans, said: "What we're seeing now, |
think, is a market in transition." There is more capacity because of
"more players coming back in looking perhaps for more dollars,
thinking maybe they really know how to view this business. . .and
I'm sure many are well-intended.

"We'11 see how long some of them last," he added.

Mr. Ames explained that several insurers have entered the archi-
tects and engineers liability insurance marketplace and at least two
risk retention groups that may be formed to offer the insurance,
said Mr. Ames.

The developers of one of those risk retention groups, Architects &
Engineers Insurance Co., have indicated the insurer could be
operating within the next few months, offering up to $5 million in
primary and excess limits on a quota-share basis with Progressive
Casualty Co. of Cleveland (BI, Sept. 7). The group may be domiciled
in Delaware.

"There's no question but that you can write this business by using
a risk retention group," said Mr. Ames. "At the end of the day,
though, you need more premium and investment income than you
have losses and expenses."

He explained that, "You need the financial capital to withstand
the ebbs and flows. With a risk retention group, the insureds are
making a commitment to get into the insurance business. . .and it is
not just initial capitalization that is at risk, but also potentially
future assessments if loss development doesn't occur as anticipated.

"Again, you can do it that way, there's no question. It's just a
question of commitment and financial backing."

Mr. Ames said he hoped buyers of architects and engineers pro-
fessional liability insurance are considering more than price when
shopping for the coverage.

"If you just consider price, we're not going to be a consideration,"
he said of the Schinnerer program, "because we're probably going
to be higher than anyone else."”

Financial strength of the insurer and its Best's rating are two im-
portant factors to consider when choosing an architects and engi-
neers E&O underwriter, according to Mr. Ames.

A buyer also should understand the "extent and quality of rein-
surance" behind the insurer, he said.

Mr. Ames urged insurance buyers to "dig in a little bit" and find
out who writes the reinsurers behind an insurer and how the rein-
surance program is structured.

Schinnerer's philosophy has always been to use "top-quality rein-
surers," said Mr. Ames. "We like them to take a large piece of the
pie. We bare our souls to them in terms of our loss experience. We
tell them what we're going to do, how we're going to do it. . . .We
consider it a real partnership and we also make it clear up front that
you need to be committed if you want to play this game."

A buyer would be wise to choose an insurer with experience in
writing architects and engineers E&O coverage, Mr. Ames advised.

"So many companies have come and gone," he said, that a policy-
holder needs to be cautious in order to find an insurer that knows

how to write the coverage and is committed to doing so in the
future.

Mr. Ames emphasized that finding an insurer that is financially
strong and committed to writing the coverage for a long period of
time is important because of the unpredictability of the class of
business.

He pointed out that three years ago, the loss experience that
began to develop among large architectural and engineering firms
was "totally unexpected."

"We've been in the business 30 years, we have tremendous actuar-
ial capability. . .but we're dealing with such a volatile line that
unexpected loss development can and does occur," said Mr. Ames.
"And when we looked at what was happening with our large-firm
book three years ago, from a purely business standpoint there was
every reason to think that maybe we should get out of it. Of course,
almost everybody else did."

Schinnerer decided to continue offering the program, he said, but
had to take some "significant rate and coverage actions. When we
took those actions, we anticipated we would lose about 40% or more
of our large firm book. That didn't occur because the market started
to change."

Schinnerer found itself as the only market for some large firms,
Mr. Ames explained. "That's uncomfortable for them and uncom-
fortable for us. Not as uncomfortable as irresponsible competition, |
might add, but uncomfortable not to have. . .responsible alterna-
tives" so that policyholders have the opportunity to select the in-
surer they feel is offering the best program.
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Construction insurance meeting

Rates for contractors dron; capacity builds

By IMICHAEIL BRADFORD self-insurance programs But he war rn d niembers of the would contain a chapter called ditions
Policyholders, "after watching cocistruction "The Bastard Stepchildren,” which "Despite all the good news, those
NEW ORLEANS-Construction insurers lose money- in recent mdustry to "be ' - /li,,/ would detail coverages that, unlike tiwee areas are still areas of con-
contracto, s will see property/ca- years, now feel that in some eases careful" and p-7 most, have not been affected by the cern," he said
sually insurance rates continue to they can do a better Job of insuring make sure de- softening marketplace Architects and engineers’ E&O0
fall as the msurance market soft- their risks, M Knise said velogers and »-—-1IMMINUA- 1}te explained t#.at architects and coverage is "pricey, claims-made
ens, an expeif preficts The development of risk reten- potential mem- EOMSTRUCTION engineers' errors and omissions and watch the exclusions,” he said
Contractors can expect rates for tion groups and other alternative bers of nsk re- »-IMSURAPICE- coverage and liability insurance Although it remains costly, the
some property risks to fall another insurance mechanisms "is good tention groups , " for hazarcous-waste exposures or E&O coverage is seelng "minimal”
15% to 25% rtild maybe even mote, news overall," My Knise added, are "in it for asbestos abatement risks have re- decreases in pricing, Mr Knise re-
Dan Knise, vp-construction in bro- pointing out that there are "many the long haul" and are "credible" mained costly and, in some cases, marked The largest market for the
ker Johnson & Higgins' Washing- very good risk retention groups before making a commitment are still hard to find despite the coverage is a program written by
ton, D C office, predicted at the under consideration" Mr Knise said his work also prevailing insurance market con- Continued on next page

Seventh Annual Construction f 1-
surance Conference, held Nov 9-12
in New Orleans

And contractors' primary ca-
sualty insurance rates should de-
crease as much as 10% for some

risks during the coming months,
Mr Knise remarked

"On the umbrella side, the num-

bers will be more significant,"” ac- 1

rording to Mi Knise
"We're looking at one case right

now that we're marketing that we
think will be down about 25% to

30% from where we weie last ,

year," he said
Generally, umbrella rates for

contractors should decline 15% to

40%, he said "The key change

'The key change
is that Capacity
is available,' says
Dan Kruse. vp at

Johnson & Higgins.

there is that capacity is available
We think we can get occurrence
coverage for most contrae*ora who
aren't involved in particularly haz-
ardous work, probably m the range
of $50 million" or, perhaps, even
4igher

Another market change is a "de-
creasing interest” among construe-
tion risk matiagers for high :pm-
hrella lim its, according to Mr
YKnise

r picalty, lie pointed oir, w>«n

—+AS&s are low.

agers rush to buy > Lnes °
'i'hat is still happening, said i.ir
Knme, “but not nearly to the same
degree it d? d before "

Instead, "management 01 con-I |

struction rs,-names has gotten
fery cor * ble carrying $10
Cmillion) or $15 milhon over the
1 ast couple oi years," said Mr
Knise AnNd, in the current muk&
they are only increasing ihose
AA,As.:23 by $10 million, despite tbe
availability of reasonably priced
coverage

Some ot those cont i actorf that
are now cs - ring oriy about $25
mill,on in um.o:- .a (1 ix.its had as
much as $100 miillion la coverage
dunng the late 1970s and 19805, he
said "Now, they're increasing
their limits, but not nearly to the
degree they were before They're
341.1 not willing to pay the rate al-
though the rate is dramatically re-
duced at this point"

Dwing his speech, Mr Knise dis-

--issed several f« itures of what he
.1 -4, volvi r insurance mgT»
ketp ile -3 .9 topics would
fit nicely as , apters in a book ti-
t][ed "Evoh,tion of the Species, "
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Negotiating coverage
can pay off: Expert

By MICHAEL BRADFORD

the fleet belongs in the service cat-

egory.

NEW ()RLEANS Ngotliointyre said some vehicles

an insurance contract is "horse
trading," and patience and persis-
tence can pay off in premium sav-
ings for polieyholders, says a con-
struction insurance expert.

There are several ways to control
insurance costs without sacrificing
coverage, William S. Mcintyre,
president of Dallas-based Ameri-
can Contractors Insurance Manag-
ers Inc., explained at the Seventh
Annual Construction Insurance
Conference in New Orleans.

"The world of insurance is not
black and white, Mr. Mcintyre
said, explaining that insurance
rates are set not only according to
actuarial tables but also are the re-
sult of underwriters' judgments.

Mr. Mcintyre's company pro-
vides risk management and insur-
ance services to shareholders of
American Risk Transfer Insurance
Co. Ltd. in Bermuda, a construe-
tion industry captive.

He pointed out that a construe-
tion contractor that is well-pre-
pared for the renewal process can
influence underwriters' judgments.

During the current softening

'The world of
S insurance is not
black and white,’
explains William S.
Mcintyre.

market, "it's going to be really im-
portant that buyers as well as their
representatives work on recovering
some of the lost ground," he said,
referring to the insurance costs
that rose during the tight market.

An important first step for the
contractor renewing coverage is to
become familiar with rating classi-
fications, according to Mr. Mcln-
tyre.

He pointed out that some risks
may be improperly classified and
that persuading underwriters to
reclassify them can sometimes re-
sult in premium savings. Construe-
tion insurance buyers should pay
particular attention to commercial
automobile, general liability and
workers compensation risk classi-
fications, Mr. Mcintyre empha-
sized.

"You want to look carefully at
all classifications and make sure
they are being properly applied.”

Mr. Mcintyre told the group that
there is often some leeway in as-
signing "use" classifications to
commercial vehicles that in part
determine the premium charged
for insuring the car or truck.

Contractors' vehicles are rated
under a "service" or "commercial”
class, he explained. A vehicle used
to transport personnel, tools,
equipment or incidental supplies
to or from a job site is rated under
the service class, while a vehicle
that does not fall into that category
is a commercial vehicle, Mr. Mcln-
tyre pointed out.

"Commercial rates are generally
higher than service rates. You want
to have as many vehicles as possi-
ble rated in the service classifica-
tion,” he said.

"One question you want to ask
is, 'How many of my vehicles last
year were rated commercial?' "

If none is rated commercial, "you
feel pretty good, and you want to
make sure that same process is
carried through,”"” Mr. Mcintyre
said.

However, if all or some of the ve-
hicles were rated commercial, con-
tractors may be able to convince
underwriters that at least part of

may have been rated commercial
because underwriters tend to be
tive in tight =-111
market comdi-
tThoms. But duwur—
ing the current 111111
softening nnar- ii*JuR, N:{d W [}3
ket, they may
be mMmore likely/
to rate some

vehicles in the less-costly service
category, he said.

In addition, contractors' vehicles
are rated according to the dis-
tances they are driven, Mr. Meln-
tyre pointed out. "The theory is the

Continued on nert page
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Effects of worksite accidents can be minimized

By MICHAEL BRADFORD

NEW ORLEANS-The "lawsuit crisis" is
continuing, but those in the building indus-
try can take steps to reduce the chances of
ending up in court after an accident, says a
construction loss control expert.

The only way to overcome this "lawsuit
crisis, in our opinion, is to build a better de-
fense," according to Richard A. Olson, assis-
tant vp and loss control manager at the Jones
Group Inc. contracting firm in Charlotte,
N.C.

Figures compiled by Jury Verdict Research
Inc. of Solon, Ohio, show there were 2,564

Reducing costs

Continued from previous page
more miles that a vehicle is driven,
the more chance that it has of hav-
ing an accident during a year. So
therefore, jf vehicles drive lots of
miles, there are some surcharges
that underwriters sometimes will
apply.”

Mr. Mcintyre urged contractors
to determine whether the sur-
charges are being applied and, if
so, provide underwriters with ac-
curate distances vehicles travel so
the proper insurance rates are
charged.

Mr. Mcintyre also pointed out
that surcharges are made accord-
ing to vehicle weights, but un-
derwriters in the current market
might be swayed to consider what
a truck does rather than how much
it weighs.

For example, when a heavy truck
"gets worn out, you might use it for
lighter duty,” so an insurer might

1

INnsurers realize a

strong financial

statement reflects a
good risk, says

Mr. Mcintyre.

be willing to assess a lower sur-
charge than the truck's weight ac-
.ually calls for, he said.

Construction insurance buyers
also should be aware of several
rating factors considered by un-
derwriters pricing general liability
risks, Mr. Mcintyre said. Those

+ Care and condition of prem-
ises. Insurers look closely at
whether a job site is clean, "well
organized and has a good safety
program.”

< Geographic location.

"Unfortunately, if you're in New
York, lllinois, New York City, some
parts of California, you're going to
have a little more problem than
some of the other areas," because
the litigation climate in those areas
could lead underwriters to charge
higher rates, he said.

» Type of equipment used in op-
erations.

- Selection, training, supervi-
sion and experience of employees.
Mr. Mcintyre said he expects un-
derwriters to become more in-
terested in whether contractors
have implemented programs to de-
tect drug abuse among employees.
"l think you're going to hear more
and more about: 'What are you
doing about substance abuse?'"

* Product quality control pro-
grams that will indicate "how you
control the job site," Mr. Mcintyre
said.

- Loss experience.

Mr. Mcintyre told the group that
insurers also realize a strong fi-

nancial statement reflects a good
risk.

"There is a correlation between
successful contractors and good
loss programs. A lot of contractors
are reticent about sharing finan-
cial information with un-
derwriters. We suggest that you be
aggressive about doing that. If you
have a good financial statement, be
proud of it. Show it." m

awards of $ 1 million or more for personal

injury cases from 1962 through part of 1986.
"l can assure you that

1I/-111 nuMmber is growing signi-

Ila= ficantly,” said Mr. Olson
M at the Seventh Annmnual

18IIMIN Construction Insurance
Conference in New Or-
leans Nov. 9-12, which
was sponsored by the In-
ternational Risk Man-

agement Institute in Dallas.
"Another source indicates that some 16
million lawsuits were filed in '86 covering
products liability, small claims, contract

If an accident occurs, 'be
sure and call your insurance
company; if it's a fatality,
call your lawyer second,’

Mr. Olson advises.

disagreements and personal injury-just
those four items-in both state and federal

courts,"” he added.

When an accident occurs, management at a

construction site must act quickly and care-
fully to make sure injuries and liability are
contained, Mr. Olson said.

"Anytime an accident occurs, the first one
there gets the best information because the
accident cause and witnesses' views are fresh
in their minds,"” he said. "So you should have
appointed on your construction site or in
your plants somebody to be responsible for
the investigation of accidents, and it should
be done as quickly as possible.”

If an accident occurs, "be sure and call
your insurance company; if it's a fatality,
call your lawyer second," Mr. Olson advised.

Continued on next page

A Secure Future,From
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91 looth anniversary of the
- signing Of the U.S. Constitu-
lion took place in 1887 with a
celebration in Philadelphia. In
little more than k.o months,
volunteers led by Colonel A.
Loudon Snowden marshalled
Philadelphia' s commercial and
manufacturing interests to put
together a massive, three-day
civic and industrial pageant that
dra 1.5 million spectators.
Visitors to the celebration took
with them a souvenir program
containing the Constitution
rBritten on 14 pages of very smal/
type followed by 24 pages of very
large advertisements.

- 1*Y>» N'"*Ef»s

1*En DEader in to*;#%*nff)ors is a history

of innovation andyccojy!Plishm6nt, with an un-
surpassed record of engineering and research

contributions. The same dedication our founders

showed for improving the earliest sprinklers, we

show today for the hazards created by new ma-

terials and new technologies. Anticipating the

future has, for a hundred years, been the mutual

concern of those who have joined with us in a

shared commitment to loss prevention. A centu-

ry of reliability, and partnership with our policy-

holders, has placed Protection Mutual in a pre-

eminent position, from which our insureds can

see a secure future, from a century of success.

1887-1987

Y ontract dispute threatens Baseball strike ! Not noe...a
j hundred years ago. In 1887 the Brotherhood of Ball Players
strongly objected to the $2,000 salary limit and to their near slavery
contracts. A shortstop and laeyer named John "Monte" Ward took
the National League all the way to the New York Supreme Court,
which declared Ward's contract "one which a court of equity will not
enforce.» Theplayers formed their own league. But by 1891 both their

league and their Brotherhood were finished. Monte Ward, however,
made the Hall of Fame in 1964.



Continued from previous page
During the past 11 years, Mr.
Olson and the Jones Group have

developed a checklist for manage-
ment to follow in the event of a

construction site accident.

The checklist instructs manage-
ment to:

- Care for the injured. "Of

course, the first thing you want to
do when there's an accident is see
that the injured are taken care of,"
Mr. Olson said. "Call the medics. If

there's a first-aid man, send him
there.”

- Secure the accident site. "If
there is something there that has
fallen that could fall further, make
sure that that item is secure so no
other injuries are sustained by

It is 'absolutely essential' to preserve the
scene of an accident with pictures and diagrams,
says Richard A. Olson of Jones Group Inc.
'Several photographs should be taken of
the site from different angles.’

people walking by the job site,"”
Mr. Olson said.
« Call the company official re-

sponsible for safety and loss con-
trol.

- Preserve the accident scene.
This is "absolutely essential," Mr.

Olson said. Several photographs
should be taken of the site from

different angles, according to Mr.
Olson.

+ Walk through the site, making
note of how the accident occurred.
For example, if the mishap in-
volves a fall, mark the spot where
the worker fell and note the ap-

parent cause of the accident, he
said.

n 1887. famed builder

1 Gustme E.fel signed a
contract to construct a
1,000-foot tower to be
completed in time for the
centennial celebration of the
French revolution just two
years hence. He put up $1.3
million of his own money in
exchange for a 20-yearper-
mit to operate the tower' s
restaurants and cafes. His
gamble paid ojf. The Eiffel

Tower was a tremendous

success, recouping lii#tel's
investment in its first year.

exhibitions as Thomas

Edison'sfirst phonograph,
the first gasoline-powered
automobile, and Buffalo
Bill's Wild West Shoe. The

Eiffel Toper would remain
the world's tallest man-

made structure for another
forty years.

+ Obtain the identity of all per-
sons who might have information
about the accident.

= Interview and obtain state-
ments from all withesses.

- Examine the evidence that
surrounds the accident, whether it
involves a "collapsed plank, a bro-

ken ladder or whatever," Mr. Olson
said.

"Examine that and make sure
you've got pictures of all that so

you can start building your poten-
tial claim file." Photos should be

identified on the back, dated and
signed by the photographer. Often,

undated and unsigned photographs
are not admissible as evidence in

court, he explained.
» Make a diagrann of the acci-

omas Stevens and his 50-inch-wheeler "Columbia”

1 arrived in San Francisco on a mail steamerfrom
Yokohama in January 1887, completing a nearly three-
year journey around the world by bicycle. Stevens out-
pedaled marauders on horseback 1n India. flung himself
into a sand hole in Turkey, and used the bigwheel as a
frame for shelter as he crossed America, Europe and Asia
on his $135 -Ordinary." The most ambitious cycling trip
in man's history was met more reith bemusement than
1 honor, considering that Stmens' trek took him over

more camel tracks than bike trails.

Protection Mutual Insurance Company

300 South Northwest Highway
Park Ridge, lllinois 60068

dent scene. "You may not be an ar-
tist or an engineer, but get a piece
of graph paper or an engineer or
someone that can help you draw
the particular part of the building
where the accident occurred. Make
measurements from point A to
point B. How high was the ceil-
ing?How tall was the ladder? How
far was the ladder from the wall?
All of those things are very, very
important.”

- Prepare an accident report.
The report has to include as much
detail as possible. "But under no
circumstances should you draw
any conclusions as to what caused
the accident, because you might be
pulling the noose around your own
neck," Mr. Olson told his audience.
"Simply state the facts as you see
them.”

If a contractor does end up in
court, it is important to have the
best defense attorney available,
Mr. Olson urged. And an attorney
that is not doing a good job should

be released, he said.

"If in your working with attor-
neys you find one that you've be-
come dissatisfied with, don't hesi-
tate to look around for another
one," he advised. "We've done that
on a number of occasions where we
were promised the world by a law
firm that promised our case special

attention" but failed to deliver, he
said.

A contractor should ask several
key questions of attorneys they are

considering retaining, according to
Mr. Olson.

"You start by asking what their
hourly rate is, No. 1," he ex-
plained.

When interviewing an attorney,
ask about his ranking in law school

and for a list of major clients that
do similar work as the contractor.

"Ask him what his won-loss ratio
is, ask him to cite a few cases so
you can go down to the courthouse
to read them" and talk to other
lawyers in the city that may com-
ment on the attorney's background
and record, he said.

"It's your money," Mr. Olson re-
minded the group. "If you want to
keep it, you've got to get out there

and work.”
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SO MAYBE SOME PEOPLE DO KNOW
MORE ABOUT RISK THAN WE DO.
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At Montgomery and Collins, we consider ourselves  well-established. All over the world. Solving problems

somewhat of an authority on how to handle risks. with common risks. As well as complex risks.
And why shouldn't we? Without incurring an additional risk: Wasted time
In our more than 80 years in the E&S business, we've for you and your clients.

helped place insurance for nearly every risk under So when it comes to marketing arisk, why take arisk?

the sun. (As well as a few orbiting around the sun.) Talk to the people who are bound to know more
From mammoth-sized to minuscule Banal to about it,

bizarre. And since no two risks are created equal, Than almost anyone.

neither are their coverages. Which is why we work » Mo -
with over 40 different E&S specialty companies. All @ mgomeryand Collms, Inc.

a CIGNA company
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CRISIS OF CONFIDENCE )

HYE must act as decisively as stock exchange to allay fears

By John R. Dunne assumed or the adequacy of premiums responded promptly and decisively an equitable resolution of the
charged with bold administrative action and conflicting claims arising out of the
C ONFIDENCE Webster defines it Some parties have not only been direct communication with market insolvent syndicates in such a way as
as "trust; reliance, the fact of reluctant to address the issues but leaders, regulators and, most to maintain confidence that the NYIE P
being or feeling certain, assurance " have also created additional conflicts important, with the public is a marketplace of honor and
When there is a lack of confidence, it by casting blame upon each other as His adroit response, including the credibility and, second, honestly
can be said that there has been a opposed to ob}ectively analyzing their temporary halt of computerized examine the disappointing record and
breakdown of that trust, that someone own respective roles m the scenario programmed trading and the weigh the viability of long-range
or something has become unreliable, The inability to focus upon the shortening of trading hours, allowed proposals to resuscitate this ailing
resulting in uncertainty problems at hand, the the institution to work nnarketplace
The financial markets are in the failure to establish a itself out of its Virtually all of the interested parties
throes of a crisis in confidence In the cooperative effort in Speaking immediate problem and are engaged in the litigation involving
past month, two of New York's devising a solution, the cut short the need for a determination of the already
self-regulated markets have finger pointing, the Out intervention by the identified insolvent syndicates Very
experienced crises in confidence, and knee-jerk reactions have - Securities and Exchange much to his credit, New York State
the manner in which each has all contributed to the Commission The Supreme Court Justice Irving
responded to its own special problems plunge in the insurance exchange's reasoned yet swift actions, coupled Kirschenbaum has consolidated all of
may wel! determine its future viability reputation as a viable alternative to with a commitment of cooperation by the proceedings and has very wisely
and survival traditional insurance markets, both and between the market, its members appointed a committee composed of
The New York Stock Exchange has here and abroad and its regulators allowed for a representatives from the exchange, the
suffered from a dramatic devaluation Resolution of the crisis that now stabilization of that market and set exchange security fund, the state
of this precious commodity since the envelopes the exchange must be based the stage for analysis of the crisis and Insurance Department, an insolvent
unprecedented "Black Monday" and on certain premises. Dissolution is not how it could be remedied syndicate and a distinguished
the wild roller-coaster ride that a responsible option Although the The condition at the insurance attorney Their charge is to develop
investors have taken since that time picture painted in the trade and exchange, on the other hand, has and propose to the court a plan to
A few short blocks away in general press is admittedly bleak, none deteriorated in a sea of uncertainty work out the financial problems facing
downtown New York, another of the problems has pointed to a No one party has a firm grasp on the the exchange and its eight insolvent
exchange, the New York Insurance serious flaw in the exchange itself nature or scope of syndicates If this
Exchange, is experiencing an even Furthermore, there are no indications the problem, nor ,1 is not achieved, the
more serious crisis of confidence that the exchange concept is one has any one person Although the picture is exchange, in
Eight of its syndicates are insolvent whose time has passed or is plainly or group come admittedly bleak, none of whatever form it
g\lmost .a dozen are runnlrlg ff)r the L.mworkabl.e, as appears to be the case fo.rwar.d as a leader the NYIE's problems has may survive, will
oor with many others limping badly, with the Crippled Insurance Exchange with either a plan . ) have scant prospect
probably to the nearest exit of the Americas or the stymied of action or the pointed to a serious flaw for ever regaining
- While there may be similarities in Canadian Insurance Exchange resolve and skill to in the exchange itself. the industry's-and
the factors contributing to their Indeed, now more than ever, it iS successfully the
troubles-mternal operational apparent that the exchange needs to implement it The regulator's-trust
4 weaknesses as well as uncontrollable be operated, as it was first intended a crisis in confidence is very much a As vahant as the court's efforts may
external forces-their respective decade ago as a self-regulated entity Crisis in leadership, be, however, ItS jurisdiction and
responses, however, are a study in but closely monitored by the state Taking a page from the stock authority is limited to solving the
contrast Insurance Department, which is exchange's book, the insurance specific matters before it-namely the
The NYSE moved decisively to focus ultimately responsible for the fiscal exchange's problems must be directly rights of creditors and principals of
ItS damage control activity on responsibility of those groups addressed at once As the stock those eight syndicates It is clearly the
restoring investor confidence The participating in the exchange exchange sought and applied its own, responsibility of the governor of New
NYIE, however, has Unfortunately, the In-house remedies, President Reagan York and the state Legislature to
sadly lagged , . department, appointed a blue-ribbon commission re-examine the performance of this
behind, unable to If the "American answer despite its ongoing of outsiders to analyze the factors experiment in self-regulation,
free itself from to Lloyd's' is to survive, scouting of the contributmg to the alarming, determine if the exchange concept IS
those problems that it must act promptly and exchange's fluctuations of stock prices and the still relevant and prudent public
have persistently decisivel ith activities, has resulting dramatic loss of confidence policy and, if that Judgment be in the
beleaguered it And ecisively with a taken a largely in the financial exchanges affirmative, how it should modify the i
if the so-called credible rescue agenda. "hands-off" All of us interested in the success of basic charter that is enshrined in
American answer __ attitude, which the the insurance exchange now have an statute
to Lloyd's IS tO exchange opportunity as well as an obligation to Without delay and any need for
survive, it must act promptly and management perceives as a refusal to step back and take stock of its first legislation, | propose that New York
decisively with a credible rescue participate jointly in fashioning a eight years and its first crucial test Gov Mario M Cuomo, by executive
. agenda workable solution to its current More than a year has passed since order, create a high-ranking
F The crisis at the New York problems the exchange received the very commission charged with the duty to
Insurance Exchange has its roots not ' And perhaps the Legislature, which thoughtful and incisive analysis by examine and recommend statutory and
in the institutional framework but, refined and approved the industry's Stewart Economics of the future regulatory action to breathe new life
rather, more in the way business has original concept of a truly directions of the exchange, and no into the exchange Since both
been conducted within the institution self-regulated Insurance marketplace, significant response has been branches of the state government
After an initial shakedown period, the has been remiss by playing watchful forthcoming That report, refined to played key roles in the formation of
administration at the NYIE has yet to spectator rather than responsible its 20th draft, identified the the exchange in the first instance-not
=' identify a valuable role for the mediator The governor and legislative weaknesses in the operation and only in the legal authorization of its
exchange in the insurance industry leaders will have to run fast to catch enumerated a variety of response creation but also in the appointment
The resulting uncertainty has up with the events that have occurred options that appear to have been Continued on next page
produced confusion among those who within an institution they ratified a received with no sense of urgency
would otherwise utilize this decade ago but which now appears to That agenda is more Critical today
alternative marketplace have failed to fulfill ItS anticipated and, simply itated, must be addressed John R Dunne, R-Garden City, is
A second failure is attributable to public benefit if the institution is to survive Smce deputy malonty
the inability of the exchange, ItS By contrast, consider the elements of the alternative would constitute a Is::jkersf;teszfge He
members and its regulator, the New the New York Stock Exchange's crisis, failure that could not be tolerated, for also serves as
York Insurance Department, to come which are an objective lesson for those either economic or patriotic reasons, | Chairman of the ‘
to grips with the lingering and who will be charged with designing suggest we get on with the task at Senate Special Task :
festering problems that are the legacy solutions for the NYIE. Backed by the hand and avoid giving our friends at Force on the New
of the early push for writing volume very visible support of his top Lime and Leadenhall streets an York Insurance
business, seemingly without any executive team, John Phelan, the occasion to celebrate - Ezchange

awareness of the quality of risks NYSE's chief executive officer, The agenda must be twofold Reach
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Separation doesn't void life coverage

A clause in a group life insurance policy providing _ 1 . Compensation Act, voluntary intoxication that
benefits to a wife upon the death of an insured Legal brlefS renders an employee incapable of performing his
husband unless legally separated or divorced clearly work is a departure from the course of employment
connoted a legal status of the policyhol(len a North officer and home office employee The basic The court believed here that Mr Phelps was
Carolina appellate court ruled coverage limit for any home office employee's incapable of performing the activity incidental to

Pilot Life Insurance Co issued a group insurance forgery thefts was $25,000 Excess coverage the duties of his employment, that IS, driving to the
policy to Carol Benfield, through her employer, increased those limits for dishonesty by Slovak work site
providing for a $2,000 death benefit upon the death Union's individual officers Thus, the court said that Mr Phelps' voluntary
of her husband Under the policy, Mr Benfield was In March 1982, the association discovered that a intoxication was tantamount to abandonment of
an eligible dependent unless they were "legally subordinate employee had embezzled $119,500 over employment and, thus, his injuries were caused by
separated or divorced " a period of three years The Slovak Union claimed his gross state of intoxication The compensation

The Benfields encountered domestic difficulty that the insurance company or sales agency should award was reversed

In 1985, Mrs Benfield obtained a temporary have provided coverage specified by its bylaws A Phelps us Posit:ve Action Tool Co, Supreme
protective order ordering her husband to vacate and suit ensued, and the trial court ruled against the Court of Ohio, Aug 25, 1986 (BI/05/June-$10)
not return to the family residence The Benfields did Slovak Union
not live together from the date of the protective The appellate court noted that for several years Sexual harassment
order until his death in April 1985 Mrs Benfield the Slovak Union received and held repeated .

. . R . .. . . A case of first impression in New jersey raised the
sought benefits under the policy Pilot rejected her policies with the same terms that applied when
claim the theft occurred issue of whether an insurer's duty to defend a suit
She sued and won in the trial court "It cannot complain that the policies did not for dar.nages under an emp!oyer's Ii.ability policy
] o . was triggered by a complaint alleging acts of sexual |

On appeal, Pilot argued that the temporary comply with its requests,” the court said, "when It
protective order issued by the court was a judicial made no complaint about those policies for that harassment resul.ting m an employee's emotional
acknowledgment of the parties' legal right to live extended interval and mental anguish A New Jersey appellate court
apart and constituted a "legal separation” as Frrst Catholic Slovak Union of the United States ruled that the insurer had a duty to defend the suit

. . . NPS C d d k
contemplated by the insurance policy But, the court & Canada vs Buckeye Union Insurance Co , Court S Corp was covered under workers

said that the phrase "legally separated or divorced" of Appeals of Ohio, April 3,1986 (BI/02/May-$10)
was a technical usage defined by law The court

pointed out that the temporary protective order Intoxicated employee

was not issued as part of a proceeding to affect the

compensation and employers’' liability policies
issued by Insurance Co of North America Coverage

was for damages caused by bodily injury by

accident or disease

marital status of the parties Thus, the court said An employee who drinks intoxicating liquor to During the policy period, Sara Schaeffer, an
that Mrs Benfield was not legally separated at the such an extent that he can no longer engage in his executive secretary employed by NPS, filed a suit
time of her husband's death and was entitled to the employment abandons his lob and, when injured In alleging that a co-employee, the plant manager, had
insurance benefits Benfield us Pdot Life Insurance that condition, his injuries do not arise out of committed repeated acts of sexual harassment and
Co, Court of Appeals of North Carolina, Aug 5, employment, the Supreme Court of Ohio concluded that she suffered serious emotional distress as a
1986 (BI/04/May-$10) Bill Phelps, a shop foreman for Positive Action result
Tool Co , worked at the plant from 8am until 5 The employer notified the insurer and requested
. pm or- Feb 23, 1981 Between 7 and 8pm that defense of the suit INA refused on the basis that the
Embezzlement claim evening, Mr Phelps went to a bar and steadily assertion of emotional distress did not fall within
An Ohio appellate court ruled that a policyholder indulged in alcoholic beverages until approximately the risks covered by the policy The employer then
who had purchased fidelity insurance policies for 12 a m At that time, he received a call prompting sued the insurer for breach of contract The trial
several years that contained the same terms as the his return to work Before doing so, he stopped at a court ruled for the insurer
policy in force when a loss occurred could not second bar for a drink and then went to an oil The appellate court reversed, concluding that the
complain after the loss that the policy terms did not drilling site, allegedly to talk with a prospective term "bodily injury,"” as used in the policy,
comply with its original requests employee "included the emotional and psychological sequelae
The First Catholic Slovak Union of the United That person was not there, but Mr Phelps allegedly resulting from the unauthorized invasion
States & Canada was a non-profit fraternal remained there and socialized for about an hour of the complamant's person " The court emphasized 7
organization whose primary function was the sale After leaving the site, Mr Phelps proceeded through that mental and emotional distress is just as "real"
of life insurance to its 80,000 members The bylaws the township of Wooster, Ohio, toward the company as physical pain
of the association require its officers to "give surety plant Before he arrived, Mr Phelps was involved in The court also rejected the insurer's claim that
bond payable to the" society in stated amounts for a vehicle accident and was inlured A patrol officer bodily injury necessarily entailed some physical or »*
designated officers (e g, secretary, $250,000) The had Mr Phelps take a blood alcohol test that corporeal harm caused by the application of
bond was to cover fraud, dishonesty, embezzlement indicated a level of O 21% Mr Phelps' claim for external violence o
and misapplication of funds or property workers compensation benefits was denied by the NPS Corp us Insurance Co of North America,
In 1976, the Slovak Union began acquiring workers compensation commission, however, a lury Superior Court of New Jersey, Appellate Div, Nov %1~
fidelity policies from Buckeye Union Insurance Co trial riled in his favor and the award was affirmed 13, 1986 (B1/01/Jy -$10)
through a sales agency The Slovak Union's by an appsllate court These abstracts were prepared by Cases Unlimited
treasurer was an employee of that sales agency and On appeal to the state Supreme Court, the court Inc Copies of these decisions are avadable by
designed a policy for the association The policies said that, although intoxication alone does not sending a $10 check payable to Cases Unlimited to
provided "blanket crime" and "comprehensive necessarily constitute a departure from employment Business Insurance, 740 N Rush St , Chicago, Il
crime" coverage for defalcations by every society sufficient to preclude recovery under the Workers 60611-2590 List the number for each ommon

New York exchange

Cont:nued from previous page Judge Kirschenbaum's committee to the development of excess and expenses

of the commission to draft its original Such an analysis must begin by surplus lines business The New York Insurance Exchange,
charter and the nomination of its first revisiting some of the proposals for &0 Encouraging investments in like its older sister, the New York i
board of directors-the membership of improvement that have been brooded syndicates by non-insurance entities, Stock Exchange, can overcome a crisis

this panel should be similarly about but not acted on to date These including banks, which could be of confidence, even at its relatively °
designated With seven in number, one include viewed as a limited experiment to young age It may be a tall order, but
member nominated by each of the four B,0 Raising the minimum required determine the interest as well as the itt is achievable through a commitment St
legislative leaders and the remaining capitalization of syndicates to as high skill of other financial institutions to to the system by those who would

three designated by the governor, the as $25 million from the current $5 engage in the more sophisticated enjoy its benefits as a premier

members should be drawn from million aspects of the insurance business insurance market, and with a sKkillful ««
business and insurance leaders not p+' Restricting the business written 4 Having the president of the and thoughtful plan of action drawn M
directly involved with the business of by the exchange to reinsurance, exchange serve on the board of up cooperatively by its operators and 1.,S
the exchange They can commence thereby calling into question the governors, so that as the visible head regulators

their deliberations immediately, appropriateness of a security fund of the exchange he could participate in The proposed commission could

building on the insights of the Stewart ,# If, however, direct business is to the formation of policies as well as provide us with the necessary Insights 1 v
Economics report, the actuarial continue to be written on the carry them out to help us emerge from these troubled .
analyses completed by Tillinghast, a exchange, eliminating the Free Trade 4 And, finally, eliminating many times and go forward to realize our

division of Towers, Perrin, Forster & Zone interface that was cited in the duplicative and non-essential back goal of a truly American,

Crosby, and perhaps some of the Stewart report as imposing office services that have unnecessarily self-regulated insurance marketplace,

proposals that may be proffered by "substantive and procedural barriers" driven up the exchange's operating in which all of us can have confidence.



An idea is salvation
by imagination.

-Frank Lloyd Wright
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For an independent agent or
broker, the opportunities are virtually
unlimited. Unfortunately, so are the
hazards.

To succeed, you need the support
of aggressive, creative underwriters. Ou
need the professionals at Fireman's Fund.

While others simply go by the book,
we're writing new chapters- especially
in the area of Inland Marine. Our

experience and training qualifies our
Inland Marine underwriters to make
local, independent decisions. They
delve deeper into diverse, unusual areas
to cieate individualized coverages for
you and your customers. And open up
possibilities that might otherwise - 4
remain closed due to a lack ofexperi- 4 1
ence andimagination
We' re not afraid to break new
ground. Recently, Fireman's Fund took
on the unprecedented challenge of
covering Stars and Stripes throughout
its 12,000 mile voyage to reclaim the
America's Cup. We even created cow
erage for the America's Cup itself. From
the presentation ceremony in Australia
to its various travels and exhibits
throughout the U. S. Every aspect was
considered. Everypossibility covered.
We've been a leading provider of
Inland Marine coverages since the birth
of our company over a century ago. 1 44 ft
We've continued to grow and expand )
by turning every challenge into an
opportunity. +
Superlative services and ingenious
underwriting. They're a
proud part of our past
and a promising part
ofyour future.

FIREMAN'S FUND F
INSURANCE COMPANIES 1

124 years oftomorrows. \ o1*irAS
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British insurer calls storm loss figures low

BY.CARG:

the freak windstorm that devas-
tated southeast England last
month will probably exceed initial
industry estimates of 500 million
pounds ($880 million), according to
one of Britain's largest insurance
companies.

"The hurricane will be a very
major loss for the (U.K.) market

and is likely to be greater than the
Assn. of British Insurers’' estimate

P.L.C.'s U.K. operations.

In addition, the company also is
anticipating claims from policy-
holders in Spain, Portugal and
France for losses caused by the
hurricane-force winds that swept
up the English Channel on Oct. 22-
23, causing severe damage in sev-
eral countries (BI, Oct. 26).

"In certain blocks of business,
one-seventh of all our domestic

policyholders have asked for c.aim
forms," said Mr. Carter.
Meanwhile, October's stcck mar-
ket crash has reduced the com-
pany's reserves only slightly, said
Commercial Union Finance D.rec-
tor Tony Wyand at a press confer-
ence announcing the comp:ny's

third-quarter results. Commercial
Union's ratio of net reserves to net

Mental Health and Substance Abuse problems are delicate and require a special
kind of case management.

But the first step is knowing exactly what to treat. Only Cost Care utilizes:

*/ Over 270 clinical indicators to unmask hidden personal problems.
4 Staff physicians and psychiatrists reviewing every case.
4 Review of both physical and mental health related admissions.

We treat your employees the way their doctors do-case by case.
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premiums written decreased to
58% from 68% since Sept. 30, he
said.

However, "this is an entirely
comfortable level of solvency and
causes us no concern,” he added,
noting that CU invests only 20% of
its 4.8 billion pounds ($8.4 million)
of total assets in equities.

Meanwhile, the weakening of the
U.S. dollar will increase insurance
capacity in the London market,
Mr. Wyand noted. "However, the
effect of :he hurricane is likely to
mitigate any falls (in rates) in the
U. K. market.”

Mr. Wyand also dismissed sug-
gestions of widespread rate reduc-

tions and increased competition in
the United States.

"Generalization about excessive
competition and rate decreases ob-
scures the great complexity of the
U.S. (market). . . .(Although) in
small to medium commercial risks
the level of competition has in-
creased, this has not resulted in
any rate decline, only in a decline
in the rate of rating increases," he
said.

Commercial Union reported pre-
tax profits of 127.7 million pounds
($208.2 miillion at applicable ex-
change rates) for the nine-month
period ended Sept. 30, up 76.8%
from 72.2 million pounds ($106.9

million) for the first nine months of
1986. Premium income for the first

Nnine months increased 12.5% to

2.26 billion pounds ($4 billion)
from 2.09 billion pounds ($3.5
billion) in 1986.

Another major British insurer,
General Accident Fire & Life As-
surance Corp. PLC, also stressed
that the stock market crash would
not affect its business plans.

"The fall in equity market values
in the last few weeks, while proba-
bly overdone, has had no effect on
the corporation's ability to trade
expansively, nor does it have any
foreseeable impact on dividend
prospects given the strong earnings
trade,” said Buchan Marshall, the
company's chief general manager.

The company's premium volume
for the first nine months of 1987
totaled 1.9 billion pounds ($3.1
billion at applicable exchange
rates), up 9.8% from 1.73 billion
pounds ($2.56 billion) for the first
nine months of 1986. Pretax profit
jumped 75.8% to 145 million
pounds ($236.4 million) from 82.5
million pounds ($122.1 million).

In the United States, the com-
pany's premium income increased
to 615.2 million pounds ($1 billion)
in the first nine months of 1987, up
4.2% from 590.1 million pounds
($873.3 billion) at the end of the
third quarter in 1986.

Terms of trade

The "terms of trade" provisions
introduced in the London market
on Jan. 1 to help speed the pay-
ment of premiums to underwriters
have been revised following a
nine-month trial period.

Non-marine underwriters be-
longing to Lloyd's Underwriters'
Non-Marine Assn. and non-Lloyd's
non-marine underwriters belong-
ing to the Policy Signing & Ac-
counting Center and the Reinsur-
ance Offices Assn. introduced the
terms of trade to force brokers to
pay premiums to London insurance
and reinsurance underwriters more
quickly (BIl, Dec. 8, 1986).

Under the terms of trade, bro-
kers have to pay premiums to un-
derwriters according to a timetable
based on the country from which
the premiums are produced.

After monitoring reports on the

first nine months of business under

the terms of trade, the NMA com-

mittee in negotiation with PSAC
and the Lloyd's Insurance Brokers
Committee "has agreed a number
of changes to the recommended pe-
riods," according to letters sent to
members by PSAC and the NMA.

However, "in most cases the
committee has seen no reason to
change the recommended periods,"
the letters add.

INn cases "where there has been

little adherence to the guidelines
by leading underwriters and bro-
kers have not been able to perform
well against the more generous
terms agreed, the NMA and PSAC
have responded to the LIBC's rep-
resentation and extended the re-
commended period,” the letters
state.

For example, payment periods
for U.K. facultative reinsurances
have been increased to 150 days
from 90 days and payment periods
for direct business on the open
market from Canada has been ex-
tended to 90 days from the end of
the inception month from 90 days
previously

However, in some cases "periods
have, by common agreement, been
shortened. . for example, some
classes of Latin American and
Asian business," the letters note.

Meanwhile, the NMA and PSAC
advise underwriters to be flexible
when applying the guidelines.

PSAC Managing Director David
Sturt recently said PSAC received
65% of its premiums early or on
time, while Lloyd's underwriters
received about 70% of their premi-
ums early or on time during the
trial period.

"Terms of trade will, | am sure,
be viewed historically as an impor-
tant and significant event and |
believe it is a unique example of
how the various sectors of the mar-
ket have sought to cooperate with
each other to make. . .a stronger
London insurance market,” said
Mr. Sturt.

Wrightson defections

The latest defections from the
unhappy merger of Lloyd's brokers
Willis Faber P.L.C. and Stewart
Wrightson P.L.C. include Tim Wil-
son and Charles Freshwater, who
have joined Hogg Robinson (Ma-
rine Reinsurance Brokers) Ltd. as
directors. Both were previously
with Golding Stewart Wrightson
Ltd., the reinsurance subsidiary of
Stewart Wrightson.

Both men reportedly were un-
happy with the employment pack-
age offered to them by Willis Faber
following the merger.

Comings & goings

Anthony J. Newnham has
joined Charles C. Norton-Smith as
managing directors of Dewey War-
ren & Co. Ltd., following the ac-
quiisition of Nasco U.K. Holdings
Ltd. by Dewey Warren (Bl, Sept.
7). Mr. Newnham previously was
chairman of Nasco U.K.

Philip Seaman, Tony Driver
and Norman A. Taylor have been
appointed directors of NHM Fi-
nancial Institutions Ltd.

Ron Genever has been pro-
moted to director of research and
development of Alexander Sten-
house U.K. Ltd.

Derek Ford has been appointed
deputy chairman of Sedgwick In-
ternational Ltd.

John Reeder has been ap-
pointed director-in-charge of St.
Katherine Insurance Co. P.L.C' 's
engineering department. Mr.
Reeder previously was senior un-
derwriter at Swiss Reinsurance Co.
in London.

lan Roake and Peter Tyler
have been promoted to director
and assistant director, respec-
tively, of Heath Fielding Reinsur-
ance Broking International Ltd. m
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Court acce pts military contractor defense

TALLAHASSEE, Fla -A government eral and the recommendations of an inde-
contractor sued in product liability litigation Around the StateS pendent study commissioned by the Heart-
can escape liability if it can show the gov- land Institute and the Michigan Research
ernment created a known risk and that the Institute
contractor complied with specifications pre- ernment's knowledge cf the hazards posed office 13 considering bringing either criminal According to a statement issued by Michi-
cisely prescribed by the government, the by asbestos was equal to or greater than that or elvi: charges or both against the former gan Attorney General Frank J Kelley, the
Florida Supreme Court says of Eagle-Picher administra:ion director of the New York state has held the fund’'s assets since its es-

In a unanimous decision, the Supreme The U S district judge in Miami, however, State Insurance Department's liquidation tablishment in 1912, which indicates that it
Court ruled that the defense, known as the granted the plaintiff's motion to strike the bureau is being operated as a state agency In addi-
military contractor's or government specifi- military contractor's defense On appeal, the Jiseph Cortapasso Sr resigned effective tion, he says that the fund would be more
cations defense, was valid under Florida lith U S Circuit Cour: of Appeals sent the Sept 21 after an anonymous letter alleged price-competitive if it were forced to do
law question to the Florida Supreme Court to that hi s division had used two temporary business as a state agency

But the defense may not be available to determine whether the defense was valid employment agencies owned by his son, Jo- As a possible alternative to a final court
defendants in asbestos litigation, according under Florida law seph Curtapasso Jr Judgment, the State Chamber of Commerce
to the plaintiff's attorney The question the state Supreme Court was The state inspector general has turned over has approved the initiation of a voter pe-

The state high court said that to avoid lia- asked to address was whether Eagle-Picher the results of a prelimmary mvestigation to tition drive to place the issue of the fund's
bility, the contractor must show could avoid liability by showing the attorney general's office A spokesman status on the ballot in the November 1988

- It did not participate, or participated - Eagle-Picher manufactured and sup- for the attorney general said it iS "too early election, said Mr Nerat
only minimally, in the design of those prod- plied ItS product in accordance with manda- and inappropriate” to comment on the case -By Laura Mazzuca
ucts or parts of products shown to be defec- tory specifications set forth in government An Insurance Department spokesman said
tive contracts that aiout $350,000 was paid out to the

O Or, the contractor promptly warned the - Eagle-Picher tolc the government of agencies between January 1985 and June
military of the risks of the design and noti- any hazards associated with the product that 1967, but about three-fourths of that was ANCHORAGE, Alaska-Liability for dam-
fied It of alternative designs reasonably It knew of and of which the government was accounted for by salaries paid to the agen- ages awarded in Alaska court cases would be
known by the contractor and that, despite unaware cies' employees limited to the amount directly attributable
the warning, the military clearly authorized "We are persuaded by the weight of au- He said although It was decided to expand to each defendant if an initiative petition
the contractor to proceed with the dangerous thority, and conclude that a defense similar the investigation'S scope to include all the now circulating in the 49th state is ap-
design anyway to that asserted by Eagle-Picher-: 'mili- activit-es of the division, the inspector gen- proved

"To be able to assert this defense, then, an tary contractor's defense'-should be recog- eral found no evidence to indicate the tem- The Citizens Coalition for Tort Reform
independent contractor affirmatively must nized under the law of this state," the state porary agencies had charged an excessive hopes to gather enough support to place the
show that the decision to confront or create a high court said amount for their services or that bureau em- pure several liability proposal on the No-
known material risk essentially was made by According to Eagle-Picher's attorney, ployeea were fired to make room for the tem- vember 1988 ballot, said Mark Dinneen, the
the military,” the court said Susan J Cole, the military contractor's de- po. ary workers, which were among the coalition's executive director

"As a corollary, the contractor must show fense was the company's main defense in the charges m the letter The measure would restrict liability for
compliance with the specifications material Dorse litigation The spokesman said the administrative di- damage payments to a percentage of fault
to the dispute at bar that were precisely pre- After it was stricken by the federal district vision, which provides support services to assigned to a defendant, Mr Dinneen said It
scribed and required by a contract between court, a $250,000 Judgment was entered the liquidation bureau, employs about 50 would eliminate Alaska's current system of
it and the government " against Eagle-Picher, which was subject to people. and arranges for outside contract- joint and several liability

"If the specifications are not precise and reversal pending the outcome of the appeal ing of work as well Mr Dinneen said pure several liability was
leave the contractor with substantial discre- on the military contractor defense issue, she Neitner Mr Cortapasso nor his son would part of a tort reform package considered by
tion, then the contractor must shoulder strict said comment on the case the Alaska Legislature last year, but a com-

liability to the extent its exercise of that dis- "It's the first case that I'm aware of where -By Judy Greenwald promise version without the measure was

cretion has caused injury,"” according to the a court has held the mi-itary contractor's de- passed to secure approval of the other provi-

court fense applies in an asbestos case," said Ms MlChlgan WOI"k Comp

However, the court said the defense is Cole, who is with the Coral Gables, Fla,

Alaska tort reform

sions, he said

The coalition must collect signatures from

Inappropriate where the contract is to sup- firm of Blaire & Cole LANSING, Mich -A Michigan Court of at least 18,256 registered voters by Jan 10 to
ply services or goods of a commercial, or 'Tin very pleased with the result," she Appeals }udge has issued a stay of enforce- place the binding measure on the ballot next
non-military nature added ment of a state Circuit Court ruling that fall, Mr Dinneen said

The court based ItS decision on the federal "We're very pleased with the decision, It IS wculd have made the Accident Fund of The group hopes to gather the required
war-making and defense power, which the very favorable to us,"” said Louis S Robles, Michigan, :he state's largest workers com- signatures by the third week in December, a
U S Constitution has entrusted exclusively who represents Mr Dorse's widow in the pensat-on insurer, a state agency petition drive that would be unprecedented
to the president and Congress case The stay comes in the wake of an appeal in state history, he said

The decision involved a 1982 lawsuit While the decision permits use of the mili- filed ty the Accident Fund after the Oct 5 If the drive iS successful, the Legislature

brought in U S District Court in Miami tary contractor defense in Florida, the de- ruling of Ingham Circuit Court Judge Caro- may respond by passing a several liability
against 10 manufacturers or distributors of fense is inappropriate where the military IS lyn Stell, who determined the fund is a state law superseding the initiative, Mr Dinneen
asbestos-containing products by various only one outlet of a larger market such as agency added

plaintiffs including Alfred Dorse Mr Dorse occurred with Eagle-Picher, he asserted The stay permits the fund to operate as a Meanwhile, the group IS contesting Alaska
was exposed to asbestos while working as a "The defense does not apply to asbestos pr-vate agency until the formal Michigan Lt Gov Stephen McAIpine's relection of an
coppersmith constructing naval vessels in manufacturers,” he said "They won the bat- Court of Appeals hearing process, which initiative petition drive item that would es-

New York during and Immediately after tle, but lost the war " probably will conclude in two to three years, tablish a schedule for attorneys' contingency
Weorld War 1l Mr Robles also asserted that he will seek sa_d Frank Nerat, assistant manager and fees Lt Gov McAlpine decided the fees

One of the defendants m the case, Eagle- to enforce the $250,000 judgment against general counsel for the fund were a rule of the court and not subject to
Picher Industries Inc in Cincinnati, Ohio, Eagle-Picher, and that it could only have The action is the latest wrinkle in an 11- modification by the initiative process
asserted the "military contractor's defense " been reversed if the military contractor de- year-cld controversy between the Michigan The coalition sought a temporary re-

Eagle-Picher contended that It should not fense had been available to asbestos manu- attorney general's office and the Lansing- straining order from a state Superior Court
be held liable because It manufactured and facturers based accident fund, which has more than in Anchorage last week to allow the fee
sold asbestos-containing materials to the -Bl/ Stephen Tamoff 30,000 policyholders schedule to appear on the petition However,
U S Navy pursuant to federal government The state took the position in 1976 that the the request was denied and the issue has
contracts that required strict compliance . H fund was by right a state agency and that ItS been appealed to the Alaska Supreme Court,
with certain contract specifications Cortapasso |nvest|gated employees are state employees, in spite of Mr Dinneen said

Eagle-Picher also asserted that the gov- NEW YORK-The state attorney general's oppos_ng opinions by former attorneys gen- -By Glenn Huntley

Tort reform

Contznued from page 3
rO 6 O 5 "Much of the debate to date has taken place in the nation's legisla-
tures and has focused on substantive aspects of the law,” Mr Nutter
says in the booklet "But many of these concerns have more to do with
—inNni on o ) 1 problems in court rules and procedures than in the body of the law Itself
— "Given this fact, the Alliance believes a critical part of the solution
to these problems lies not in the legislatures, but with those closest
to the litigation process," he noted in the booklet
"We've come to somewhat of a crossroads and are proceeding down
different paths,” Mr Nutter said during the interview

Lead e rS h i p B Mr Nutter said that among the reasons for the change in approach

IS OUR STRENGI'H is that state legislatures that have addressed the tort liability system

"are inclined to take time and evaluate their efforts
Mr Nutter said that while tort reform groups have had mixed re-
sults, overall, tort reform efforts by state legislatures, the media atten-
tion those reforms have received and the public's greater awareness
remsurance programs of the problems in the tort liability system have begun to curb the ex-
pansion of defendants' and insurers' liability
But much of the recently enacted tort reform has been too weak to
cause dramatic changes in insurance costs and prices, he said
- Access to markets world-wide And, the broad comprehensive tort reform addressed by certain legisla-
tures over the past few years has peaked and is waning, he said

Richard Whiley, Inc -a pioneer capable
of structuring the most complex

« Creative solutions to the remsurance

requirements of insurers and reinsurers

- Broad diversity of clients Remurance intermediaries . . .
Y For at least the immediate future, Mr Nutter expects that state legisla-
- Dedicated to service excellence Headquarters: tures will take a "rifle-shot approach" to such issues as product liability,
. . . 110 William Street, New York, New YorE 10038 rather than enacting comprehensive legislative packages of changes
» Sensitive to changing market conditions . . Lo X . X
(212) 732-1360 The booklet aimed for objectivity in presenting the points of view on
. the i "It t intenti t. d t. hard li ith
Resources to handle all classes of Treaty and Branch Office: e issues was ”_0 ‘:Ur inten '0". © advocate a hard line wi
Facultative business. an insurance perspective," Mr Nutter said
12 Piedmont Center, Atlanta, Georgia 3)305

Individual copies of the booklet are free To obtain a copy, write the
Distribution Department, Alliance of American Insurers, 1501 Woodfield,
Suite 400 West, Schaumburg, lll 60173-4980, or call 312-490-8532

« A Xerox Financial Services Company 1404) 264-0222
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adopt rules on retiree health care

consider new approaches to retiree
health care plan design to limit
costs. For example, employers with
retiree health care plans often pro-
vide the same benefits to retirees
regardless of how many years the
retiree worked.

"Either you are eligible for the
benefit and then you get all of it, or
you are not eligible and then you
get nothing,"” said Mr. Reimert.

According to the study, retiree
health plans often require a mini-
mum length of service--such as 10
years-for a retiree to be eligible
for post-employment health care
benefits. This length of service re-
quirement for retiree health care
benefits often is identical to pen-
sion vesting requirements.

"One approach to reducing fu-
ture benefit costs is to lengthen the
service requirements for full bene-
fits; employees not meeting this
longer requirement would then be
eligible to receive a benefit for
which the employer would pay
only a portion of the cost and the
retiree would be required to pay
the balance as an annual contribu-
tion," according to the study.

Another approach to limit liabi-
lities that employers may consider
is to redesign their retiree health
care plans so that the company

only promises to contribute a fixed
dollar amount to cover benefits.

"This dollar amount would be
contributed each year. toward the
cost of coverage and would in-
crease only if the company chose to
liberalize the payment,” Mr. Rei-
mert said.

Paying a fixed-dollar amount to-
ward retiree health care coverage
would make future employer costs
more predictable and less vulner-
able to medical care inflation.

However, under this approach,
the exposure of paying for higher
than expected health care costs is
shifted frorn ernployers to retirees,
Mr. Reimert noted.

Employers also may consider
when they can afford to extend
health care benefits before normal
retirement age. Companies now
may extend retiree health care
benefits as part of a window plan
to encourage certain employees to
retire before 65.

But the cost of providing health
care benefits prior to a normal re-
tirement age of 65 is enormous, ac-
cording to the study.

For example, the present value of
future medical benefits is $ 15,000
for a single employee retiring at
age 55, and $31,000 for a married
male retiring at age 55 (see chart,
page 3). However, the present
value of future medical benefits is
$6,000 for a single male retiring at
age 65 and $14,000 for a married
employee retiring at 65.

(The present value of future ben-
efits is the dollar amount needed
today, coupled with investment
earnings, that would be required to
pay all future benefits as they be-
come due.)

"Retiree health care benefits for
an employee retiring at 55 with lit-
tle service may be worth more than
the pension benefit," Ms. Doran
said.

Not surprisingly, the study found
that cutting benefits can signifi-
cantly decrease an employer's costs
for retiree health care coverage.

For example, a plan with a $100
deductible, 80% coinsurance provi-
sion and a $500 limit on out-of-
pocket expenses that provides ben-
efits at age 60-before a retiree is
eligible for Medicare-would have

a per-capital annual cost of be-
tween $1,500 and $2,000.
If the deductible were increased

to $250 and the out-of-pocket ex-

One way to reduce

future benefit costs

is to lengthen the
service requirements,

the survey says.

pense cap raised to $2,500, the an-
nual per-capital cost would be be-
tween $1,250 and $1,750.

And, in the case of a plan with a

$500 deductible, a 75% coinsurance
provision and a $7,500 out-of-
pocket limit, the per capital cost
would be about between $750 and
$1,250, or about half of the cost of
the most generous plan.
Copies of "Measuring and Funding
Corporate Liabitities for Retiree
Health Benefits," are available at
$18 each from EBRI-ERF Pubt:ca-
tions, P.O. Box 753, Waldorf, Md.
20601. Specify publication 054-7.
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FICA tax rate increases to 7.15% in 1988

tion, an employer would be liable to pay an
By JERRY GEISEL WaShington excise tax zf $y1 00 for each day It faFi’Ie);i to
WASHINGTON-Employers and employ- extend coverage to a beneficiary (BI, Nov
ees will be hit with higher Social Security 2)
taxes next year, the Social Security Admin- m fines to settle charges by the Cccupational emp_oyee's first $33,600 of wages, up from If the COBRA violation were inadvertent
istration says Safety and Health Administration that the $32,700 and corrected within 30 days, the employer
On Jan 1, both the FICA tax rate and the automaker violated the agenc/'s recordkeep- As a result, this increase in the taxable generally would be exempt from the excise
taxable wage base will increase ing rules at manufa-turing sites m Hapeville, wage base will boost the maximum Tier |l tax
The tax rate for both employers and em- Ga , and St Louis tax for railroads next year to $4,956 per However, if the Internal Revenue Service
ployees will rise to 7 51% from 7 15% And, Under the terms of the agreement, Ford worker, up from $4,741 50 in 1987 found a COBRA violation during a plan

the first $45,000 of an employee's salary will has agreed to review its occupational inlury The Tier Il tax paid by employees will re- audit. the employer could be slapped with a
be sublect to the FICA tax, up from $43,800 and iliness records at all 72 of its U S plants, main at 4 25% of wages, while the taxable per person excise tax of $18,000 for failures

The increase in the tax rate and the tax- as well as its whol-y owned subsidiaries, to wage base will rise to $33,600 from $32,700 to extend coverage
able wage base will raise the maximum tax assure that they comply with OSHA and Bu- Thus the maximum Tier Il tax paid by an But RIMS, in testimony submitted this
paid by employers to $3,379 50 per worker in reau of Labor Statistics requirements emp_oyee in 1988 will increase to $1,428 month to the Internal Revenue Service, says
1988 from $3,131 70 1n 1987 Other Social "Valid records are critica- They enable from $1,389 75 this $18,000 minimum penalty makes little
Security changes next year include employers to identify and correct specific Hcwever, a provision in House-passed sense

0 A rise in the tax rate for self-employed workplace hazards They also provide the tudget reconciliation legislation would "Where a plan is inadvertently out of com-
workers to 13 02% from 12 3% baseline for OSHA's safety inspection tar- toos: the Tier Il tax rate to 16 1% for rail- phance for 31 days and such non-compliance

With the increase In the taxable wage geting program,” said Departmeit of Labor roads and to 4 9% for workers is first brought to the employer’s attention
base, the maximum tax for the self-employed Solicitor George Salem The increase is being proposed to assure by the notice (from the IRS that the plan will
will rise to $5,859 from $5,387 40 Under the settlement, Detroit-based Ford the _ong-term solvency of the program, be audited), an $18,000 penalty seems arbi-

*« The maximum }ob-related income a re- does not admit to violating OSHA standards which now pays benefits to about 1 million trary and overly strict," said Kathy Du-
tired worker under 65 can earn without a people pree, risk manager at MetroVision Inc in
reduction in Social Securitb benefits will be Railroad tax increase The legislation also calls for the establish- Atlanta, who submitted the testimony on be-
$6,120 in 1988, up from $6,000 this year ment of a national commission that would half of RIMS

- Workers between the ages of 65 and 69 The expected increase in payrcl_ taxes for explore alternatives to the current financing "The $100-a-day tax is more than steep
can receive $8,400 in Job-related pay in 1988 railroads that contribute to the Railroad Re- system enough to encourage employers to comply
before Social Security tenefits are reduced, tirement System coild be higher than sche- The commission's report to Congress without IRS intervention Any penalty over
up from $8,160 this year There is no limit on duled would be due on Oct 1, 1989 and above it is unnecessary and draws an
earnings for retirees over age 69 Starting in January, the payroll tax for About 1,000 railroads now contribute to arbitrary distinction between employer-dis-

While the amount of FICA tax that em- Tier I-that portion of the Rallr)ad Retire- he Railroad Retirement System, which covered mistakes and IRS-discovered mis-
ployers and employees pay will climb next ment System with benefits corresponding to Covers about 340,000 active employees takes,” Ms Dupree said
year, Social Security beneficiaries will re- Social Security-will increase to 7 51% of Under t:e (‘;U"enltd'RSc:?U'atLO"SEimdP'e-
ceive a 42% cost-of-living increase begin- the first $45,000 of an employee's wages The R menting the Consolidate mnibus Budget
ning in the checks they refeive in Januar?/ current Tier | tax, PaidpbyybOth emgployers COBRA penaltles Reconciliation Act of 1985, an employer

The average monthly Social Security ben- and employees. is 7 15% of the first $43,800 Ne#, proposed penalties for employers would lose ItS annual tax deduction for
efit paid to retired workers will increase to of an employee's wages u ho violate COBRA's health care continua- health care expenses if the employer violated
$513 from $492 Some 38 million people now Under the Tier Il portion of the program, tion rules are better than current law, COBRA's health care continuation provi-
receive Social Security benefits which corresponds to the private pension but still need to be improved, according to sions for only one day

plan benefits that many errployers offer the Risk & Insurance Management Society In addition, all of a company's highly com-

OSHA fines Ford their employees, the tax rate for railroads Inc pensated employees would be taxed on the

in 1988 will remain at 1475% However, the Under those new penalties, contained in cost of employer-provided coverage if the
Ford Motor Co has agreed to pay $325,000 taxable wage base for Tier Il wk 111 ¢c_imb to an House-passed budget reconciliation legisla- company violates COBRA

City trims costs with triple-option plan

The City of Jacksonville, Fla,is J B fi for one year is the prime culprit He added that
expanding its employee benefits 1 ene It beat "This innovative financing tech- pre-certification review of outpa-
program and is saving money in 1 nique is one that many other cities tient procedures might be consid-
the process should consider," said Stephen J ered to curb over-utilization

The city has switched from of- rently internal audit manager/ monthly installment. Marmon, vp of Merill Lynch Cam- For more information about the
fering its employees group health electronic data Trocessing, said Afser sending out requests for tal Markets City of Jacksonville plan, contact
coverage under a traditional in- one way to reduce costs was to profcsals, the city etose Blue "With the low-cost funds avail- Mr Siver at Siver Insurance Man-
demnity plan to a triple-option switch to a triple-option plan Cros s/Blue Shield of Florida, able from the tax-exempt market, agement Consultants, 9400 Fourth

benefit plan and has reduced ItS Under a triple-cption plan em- which was willing to provide a tri- this technique would allow many St , St Petersburg, Fla 33702,
costs by 26 5% from $17 million to ployees can choose either tradi- pie-cption package for $12 5 mil- other cities and states to improve 813-577-2780
$125 million by adopting the pro- tional incemnity coverage, a health lion their health care services for their
gram and paying for the program maintenance organization ora pre- BC/BS provides both the indem- employees," he said Stanford University
upfront instead of in monthly in- ferred provider organization, all of nity coverage and the PPO, Pre- The triple-option plan, which
stallments, according to Bob Siver, which are administered by one in- ferred Patient Care And a BC/BS went into effect Jan 1, 1987, pro- Stanford University in Palo Alto,
vp of Siver Insurance Management surer subsidiary, Health Option Inc , duced a savings of $549 per em- Calif , IS considering redesigning
Consultants in St Petersburg, Fla, Messrs Clardy and Siver rea- provides the HMO, Mr Siver ex- ployee compared with the previous its voluntary pension plan to at-
who helped design the new plan lized the city could save even more plained health plan, according to Mr tract younger salaried employees
The city began investigating new money if it paid for the plan up- The next hurdle was how to ob- Siver to the plan
approaches to providing benefits front rather than in monthly in- tam $12 5 million to pay for the The previous plan would have Fewer than half of the univer-
to its 8,200 employees after it pro- stallments plan in one lump sum The city de- cost $17 million, or $2,073 per em- sity's salaried employees age 25 to
jected that the tab for providing The next step was to find an in- cided to issue revenue articlpation ployee, the new plan costs $125 35 currently participate in the
those benefits would reach $17 surer that would provide a triple- notes, which are available to pub- million or $1,524 per employee plan, according to John Working,
million in 1987 option package fcr a discount if lie entities Merrill Lynch Capital In addition, the premiums that benefits manager at Stanford
Raymond M Clardy, then direc- the program's annual cost could be Markets m New Ycrk offered a employees pay for their health care Currently under the plan, offered
tor of finance for the city and cur- paid for upfront instead of in 3 321% interest rate on the notes insurance each month were put to salaned employees and faculty,
into a fund that earns interest the university matches employee

“The savings will go to reduce fur- contributions two for one Employ-
ther the cost of medical insurance ees must set aside at least 5% of

a a for the city,"” according to Mr their salary to be eligible for the
Clardy company match
Any savings from the new bene- While Mr Working said the uni-

fit plan are returned to employees versity has not decided how or
in the form of reduced premiums, whether the pension plan for sala-
Mr Siver explained ried employees will be redesigned,

The city currently is arranging some options being considered in-
for its second issue of revenue an- clude switching to a defined bene-
ticipation notes and has renewed fit pension plan, mandating em-
the program with BC/BS Accord- ployee participation in the current
ing to Mr Siver, because the city defined contribution plan or in-
negotiated a cap on its first re- creasing employee awareness of

) newal, premiums only rose 13 4% the importance of pension savings
Business Insurance glves you total news coverage of loss

. e . i name (please print) for 1988 through an education campaign
prevention, risk financing and benefit management Every ) )

L. . . He said that without the cap, Hourly employees at Stanford
week Annual subscription (52 issues) in U.S dollars . . o )
(Check h ) Surface Mail By Air itle telephone premiums would have risen 43%, are covered by a separate, defined

eCl ere
USA o s68 0$116 based on experience benefit pension plan
Canada O $84 0 $116 company Mr Siver said the experience- -
Bermuda (air only) 0 $115 rated premium increase has made Benefit beat keeps insurance and
Bnt,sh Isles m $115 or £92 nature of business i i i
Europe/Middle East 08$115 him concerned about the cost-con- employee benefit managers in-
All other foreign Rates on request tainment capability of the triple- formed about current develop-

O business or O home address .

0 new subscription 0 renewal. 0 payment enclosed option plan ) ments zn the employee be”eftftelc_’
0 bill me 0O bill compan "Managed care has not provided Have you made any benefit

P y city state/courtry zip/postal ccde th t tai t th ht it ch ' Wzt St Adl .

0 Please send information on your special 20% off group 0 1 prefer not to receive info-mation or advertising by mail e Tgi '\(;ons,alnmer?d we thought it changes r=te stacy R er, assis-
rate for five or more subscriptions from comparies not affilia.ed rvith Crain Communications w:u | -dr fver S::I ti f t tant ;:ZgyNe;zto:‘, ::S(I;:SS InSL:IrI_
Mail to: Business Insurance, Circulation Dept., 965 E. Jefferson Ave., Detroit, Ml 48207 |BCS7 € said over-utilization of out- ance, us ’ lcago,

patient medical care by employees 60611, 312-649-5262



|SO proposes endOrsement "It makes the primary insurer's exposure a little more pre- mining what constitutes defense costs

dictable and, presumably, a little less," while increasing the It also would create a new responsibility for insurers and
. . exposure of the excess insurer, which would be responsible brokers and could disrupt a policyholder's defense, according
continue to look at the ISO plan However, Mr Gates said he for p|ck|ngdup defense costs not covered in the primary to Mr Conboy Insurers would be forced to determine when

Contznued from page 2

feels IS_O "only_ did half the JOb" n addressmg NAIC_CO_n' pOI'Cy' he sai "defense costs associated with that contract are reaching ItS
cerns with the first proposal to place defense costs within So all it does is make the pricing and underwriting of policy's limits "
policy limits umbrellas and excess contracts a little more difficult," Mr At that point, either "the insured must jump in and become

Proposing that limits for any defense cost coverage be Bloom said "But as far as the Industry is concerned, you its own attorneP/ or the excess insurer must take responsibil-
apart from policy limits "is a good step forward," he said haven't eliminated the problem-you've Just changed which ity for the policyholder's defense
But regulators continue to be concerned that while policy- policy has to respond " However, Mr Bloom of NAPSLO said the question of de-
holders' coverage for defense costs would be reduced under Mr Conboy agreed that applying the endorsement to a pri- fense cost coverage likely will become moot because insurers
the ISO proposal, policyholders would still be unable to mary policy "merely shifts the defense cost to the umbrella would not use the endorsement In the current soft market
control defense costs-concerns that ISO has not addressed, carrier, and consideration should be given to matching the "My reaction is that in this market, it's just not going to
e" ' . . defense coverage in both the umbrella and primary po- fly In my Opinion, it is a last-shot attempt by ISO to institute
We recognize the need to control costs, but there is a licies some kind of limitation on defense costs But it certainly is
responsibility for insurers to engage in good management of However, ISO has not developed an umbrella policy that not going to be received with any enthusiasm whatsoever
defense," he said, adding that insurers have to monitor de- would address the issue of coverage for defense costs, Mr among buyers and brokers," he said

fense attorneys' activities and make sure that their charges Bloom pointed out "ISO is not in the excess business," Mr Bloom also doubted that the endorsement would gain
are reésonab'e _ _ he said "There's no such thing as an ISO umbrella " much approval from state regulators
Kevin Conboy, chairman of the National Assn of Insurance He added that "because It's not their problem and ISO does "It's simply a matter of competitive pressure,” he said

Brokers' technical committee and president of CPI Insurance not support any kind of excess forms or pricing, they just "It's parallel to the same thing we had with the claims-made
Group in Morristown, NJ, said ISO's current proposal is an ignore it The attitude is, 'Well, we solved the problem for our issue, which kind of became a non-issue as soon as the mar-
improvement from its efforts to place defense costs within subscribers, and whatever happens IS not our problem ' But ket softened "

policy limits but that the new plan is not flawless as far as the industry goes, all we're doing IS just shifting As long as the insurance market remains soft, "there's

One problem, according to Mr Conboy, involves the types the problem around Nobody has improved the overall pic- going to be enough people that are going to say, 'Hey, we
of risks to which underwriters would apply the endorsement ture " aren't going to use that endorsement ' Even though It might

"ISO has indicated that It's a non-mandatory proposal and Another problem lies in ISO's proposal to shift control of be filed and approved in some states, it is simply not going
that an underwriter can use it at his discretion based on the defense of litigation entirely to tﬁe policyholder once pol- to be sold because the market situation is sucﬁ that it's not
problem lines,"” Mr Conboy said But he pointed out that ISO icy limits are exhausted, according to Mr Bloom salable "
has not defined "problem lines" and said the endorsement Many policyholders are not sophisticated enough to handle The issue of capping defense costs "came up in passing"
:‘ciusigeeg%pgidly, allows the underwriter to use it wherever that responsibility, he said "It seems to me it creates a whole during a recent NAPSLO board meeting, and the attitude of

o new set of problems in an effort to solve an original one members is that "it's not even an issue as far as they're con-

In addition, the endorsement merely would "take part of "It would absolutely terrify an excess underwriter that de- cerned because nobody perceived that it would be accepted
the problem that the primary insurer used to have and force cisions are being made about costs underneath him by an or that it would catch on," Mr Bloom said
It Up 1ntO the excess," said Thomas Bloom, an officer of the insured rather than by a qualified adjuster or attorney or "l think 1ISO has missed their time It's the kind of thing
National Assn of Professional Surplus Lines Offices and claims administrator,” Mr Bloom said that if they were going to do It, they might have been able to
president of wholesale broker McAlear Associates Inc in The NAIB's Mr Conboy said the proposal to shift control of get it through in the tight market as an excuse for helping to
Grand Rapids, Mich the defense could pit policyholders against Insurers In deter- solve the availability/affordability problem "
Bermuda reinsurer fights to stay in business car &

By ROGER SCOTTON Kempe to block the petition, which IS due to be shareholders In Argentina Beunos Aires-based tru Ck
heard in court Dec 11 merchant Carlos A Goberman 15 ItS biggest sin-

HAMILTON, Bermuda-Bermuda-based Ri- -We have been instructed to issue proceedings gle stockholder Others include Miguel Casavilla
verplate Reinsurance Co Ltd is resisting legal to set aside the appointment of provisional lig- and Argentine lawyer Juan Carlos Taboada Rental
action brought by two Lloyd's of London syndi- uidators and are optimistic that these will be Riverplate also is facing legal actions in Ber-
cates to have the reinsurer wound up heard in due course," said David Doyle, a direc- muda started by Orion Insurance PLC, which

The 15-year-old company is the target of a tor of Riverplate and a partner in the law firm is seeking $89,000, and Berisford Mocatta & Co, I Nnsurance
winding up petition filed in Bermuda's Supreme He declined further comment which is seeking $40,000
Court this month by John Francis LeMay and Mr Lines said he was unable to release infor- Bermuda-based underwriting managers Bott T A+ Admitted
Collin William Speckley, acting on behalf of mation on the company's solvency But he & Associates, which in March this year pre- Major Carrier
Lloyd's syndicates 122 and 546, respectively added, "We have been appointed by Bermuda's dicted it would be writing $2 million to $3 .

The petition was lodged on the heels of the chief lustice under the Companies Act to safe- million in general property and casualty bum- Coast to Coast
syndicates' earlier writ against Riverplate that guard the assets of the company and we are ness for Riverplate (Bl, March 30), has said that * 25 years continuous
seeks about $80,000 and has led to the court-ap- now busily engaged in that process " it ceased underwriting for the company more stable Rental Market
proved appointment of two provisional liquida- The company's principal representative in than six months ago and has been running off
tors David Lines, a partner with the accounting Bermuda, Arthur Leighton, who heads Sterling Riverplate business * Fast Quotes
firm of Coopers & Lybrand Bermuda, and Mi- Management, declined to discuss Riverplate's None of the legal actions against Riverplate i L
chael Jordan, a partner with Cork Gully, a sub- operations beyond saying that it was a commer- in Bermuda concern business written by Bott & * High Limits
sidiary of Coopers & Lybrand in London cial market reinsurer managed by its owners Associates,"” said Bott & Associates President * VERY COMPETITIVE

But Riverplate has come out fighting It has Legal records in Bermuda reveal that River- Michael Bott He has also said that Bott & Asso- RATES

retained Bermuda law firm Appleby Spurling & plate, established in July 1972, is owned by ciates has no dispute with Riverplate

Fireman's Fund (818)

713=8600

Contznued from page 3 sponsibility for its former role in Also at the time of the offer, Group Inc both have similar con-
& Underwood in Boston, which the pool Fireman's Fund had not completed stitutional challenge lawsuits
represents Fireman's Fund The battle between Fireman's reassigning its agents to other in- pending against CAR B E D FO RD®

The $45 million assessment rep- Fund and the Massachusetts Insur- surers, another stipulation an in- The commissioner pointed out
resents Fireman's Fund's 5% share ance Department began in July, surer must meet before it can with- that these cases differ from the
of the pool's liabilities and "fills when the insurer allowed ItS li- draw from the pool, according to Fireman's Fund case because the

INSURANCE SERVICES, INC.
23251 Mulholland Drive
PO Box 4300

the hole" left by ItS withdrawal, censes to elapse and announced its Mr Singer insurers have not pulled out of the Woodland Hills, CA 91365-4300
Mr Singer said intention to StOp writing business The commissioner said he does pool or the state "
. . We wrote the book
The settlement also stipulates in the state (BI, July 6) not anticipate any similar settle- "l would hope there aren't too
that Fireman’s Fund still must fol- The department charged that ments with other insurers that find many others in that situation” who

A Crusader insumnce Product

low the state's unfair or deceptive Fireman's Fund had not given suf- participation in CAR a financial might see such a settlement as an
practices statute when settling ficient notice and won a temporary hardship, even though Travelers attractive alternative to partici-
claims that may arise under exist- restraining order that forced the Corp and Hartford Insurance pating in CAR, he added -

ing policies insurer to continue writing busi-
Policies currently in force will be ness in the state
serviced by Fireman's Fund until Fireman's Fund challenged the

1988 or until policy expiration All order in October, filing a lawsuit
Fireman's Fund claims and man- against the department in which .
agement personnel will remain on the insurer claimed that the de- Every week your prospects turn to Business Insur-
site throughout this period, and the partment's attempt to force the in- ance for the latest news In the industry They also
insurer will offer underwriters and surer to do business in the state turn to Bl's Insurance Services Guide to learn
sales personnel a choice of sever- and the rate-setting procedure for

ance pay or relocation, a Fireman's the auto pool are unconstitutional about companies that Supply the products

Fund spokesman said (Bl, Oct 19) and services they need
The insurer already has begun to Before this suit was filed, Fire- . . .
reimburse its agents for the cost of man's Fund had offered to con- 1 1 Insurance Services Guide Is especially de-
replacing their business, Mr Un- tinue writing all lines of coverage signed to provide small space advertisers
derwood added in the state except auto liability with a clutter free, highly visible environ-
The Fireman's Fund spokesman and to pay the auto pool $75 mil- ment each and every week When It comes
said that the insurer is satisfied lion, an amount the insurer esti- - -
with the agreement in light of the mated it would be assessed over to small space advertising no one delivers
high assessments the insurer has the next two to three years if the = the impact and visibility that Bl does
had to pay to the pool insurer continued to write auto
In 1986 alone, Fireman's Fund risks in the state, Mr Underwood Call Margaret Hikido today for ad rates and
reported a net underwriting loss of said space reservations (312)649-5340
$18 million in Massachusetts for But the department continued to

auto liability insurance and paid a argue that the insurer had given

$29 3 million assessment to the risk insufficient notice of withdrawal L] [ ]

pool from the pool and faced no threat e rVI Ce S u I d e
Mr Singer agreed that the settle- of insolvency by remaining in the

ment was fair for both parties and pool-two criteria necessary to

stressed the importance of Fire- withdraw from the pool-and ne-

man's Fund assuming financial re- gotiations broke down
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copy, write to Fax Communications, Inc, Deptartment Bl, Brookfield, Wis 53008-0069, 414-786-6700
3279 20th St , San Francisco, Calif 94110, 415-641-7422

Info _ :
+ A manual for loss prevention and control designed for
* A review of how to evaluate captives and risk reten- evaluation by corporate management and implementation by
* A new curriculum for the Associate in Claims pro- lion %r_oups has been published m the latest issue of Better- plant management is available from Industrial Risk Insurers
g\ram_has been Introduced by the Insurance Institute of ley Risk Management Commentary by Betterley Risk Man- The program was de_vel%ped based on a three-year analysis of
merica There is one new course, "The Claims Person and agement Consultants Inc of Worcester, Mass Discussions 1,169 losses totaling $172 million, which showed that 97 9%
the PF%“C," anlong_llne foHr now required for thfz profes- mFIude ec r}om|cs, overage, frontlov%, und%rwrltm , domi- of th?s‘T losses were related in some degree to human fallu[e
sional designation The other courses are a restructured ciles, regulatory and tax issues, as well as the necéssary man- Included are topics huch as smoking regulations, mainte-
"Principles of Property and Liability Claims Ad]usting", agement -ssues comprising the evaluation Criteria Copies are nance, employee trammg_, new construction, hazardous ma-
"Advanced Property Ad{ustmg“, and "Advanced Liability available for $25 each by wnhm Bette.ley Risk Consultants terials evaluation and fire protection and sequnt?/ surveil-
Adiusting " Details about the restructured program are Inc, Department EC, 446 Main St /Worcester Plaza, Worces- lance Copies of the OVERVIEW manual are available for $10
available by writing the Institute's Field Services Depart- , ter, Mass 01608, 617-754-1704 from P A Sasso, Industrial Risk Insurers, 85 Woodland'St,
ment, 720 Providence Road, Malvern, Pa 19355-0770, 215- Hartford, Conn 06102, 203-520-7412
644-2100 - A General Guide to Tort Reform is available from
American Re-Insurance Co to give claims technicians, un- * More than 200 cassettes and videotapes on employee
+ Computer Applications for Employee Benefit Plans, derwriters and others an overview of recent and pending tort benefits topics are available from the International Foun-
published by the International Foundation of Employee Ben- reforms across the nation The free brochure is available by dation of Employee Benefit Plans Topics include corporate
efit Plans, includes discussions of benefit plan administra- writing George Cavell, Corporate Communications & Adver- benefits management, association benefits F11)ubl|c employee
tion, keeping pace with automation and claims processing tising Department, American Re-Insurance Co, 1 Liberty plans, drur% and alcohol rehabilitation and health care cost
and the future of automation Copies are available for $10 Plaza, New York, NY 10006, 212-513-4942 management For a free copy of the cassette and videotape
for foundation members and $18 for non-members by send- catalog, contact Audiovisual Services, International Founda-
ing payment to the Publications Department, IFEBP, P O « A research report titled "Parental Leave: Judicial and tion, P O Box 69, Brookfield, Wis 53008-0069, 414-786-
Box 69, Brookfield, Wis 53008-0069, 414-786-6700 Legislative Trends; Current Practices in the Work- 6700
place" is available from the International Foundation of
* "Better Safe than Sorry Your Guide to Protecting Employee Benefit Plans Written by M_argF Radford, an as- Have a new report, booklet or educational brochure you'd
Yourself from Accidents” is available to emplo?/ers to helf sistant professor of law at the Georgia State University Col- hke to send to buyers of ansurance Bus:ness Insurance loill
them reduce worksite accidents and keep employees or_ lege of Law, the report describes current state law on paren- describe material costing tess than $25 as an editorial service
the job The motivational brochure is one of Fax Communica- tal leave issues and relevant court decisions The research in the Info column SthI?{ send us a copy of the item to be
tions' Health is Wealth series that Includes illustrated, easy- was sponsored by the foundation's grant dprogram and IS offered and a short description of:t. along w:th the cost of the
to-understand safety tips It includes tips on recognizing available to foundation members for $5 and to non-members item and a mailing === #<res= Tontributzons to Info,
hazards, following safety rules, preventing slips, trips and for $9 Copies of the report (ISBN 0-89154-340-6) are avail- Business Insurance, 740 N Rush St, Chicago, Ill 60611-
falls, safe lifting techniques and fire safety For a sample able from the Publications Department, IFEBP, P O Box 69, 2590

The professional marketplace

RATES AND CLOSING TIME:

Rates: Display class@d is $92.75 per column mch, minimunt d one inch Straight class0Oed is Closing: Published every Monday Copy must m typewntten form by noon Tuesday. 6
$7.50 per line, mmimum of 5 lines. Count 34 chanicters per hne (indude mch space and days preceding publishing date. No verbal phone copy accepted. Prepayment required for

punctuation as a character) Additional $15.00 charge for all tipld box ads Only those reponses straight advertisements Mall ads to Margaret Hikido, Class*ed Advertising, 740 N Rush
which jt into a business size envelope zoll be fowarded. Responses are fotuarded dady St. Chicago, IL 60611 For more mformation a;ll 312-649-5340.

HELP WANTED BUSINESS OPPORTUNITIES

RETAIL TRUCK
PRODUCERS
WANTED
Due to program expansion, we

INSURANCE OPPORTUNITIES
NORTHEAST BROKER seeks individual to head commercial unit comprised
of medium-to-large CONSmMUCTION P&C accounts Requires some supervi
sory expenence plus the ability to handle daily activities of this special unit '
whose responsibilittes Include production, marketing and servicing fund,ons

BOOCKFORD

AND COMPANY RETIRED BUT NOT YET TIRED? PROGRAM BUSINESS

New York based structured settlement Brokers and Agents looking for an in-

is seeking a producer of large firm seeking individual(s) to market surance company to support their pro-
A settlement annuities Because of our gram or association should contactBox

reg onal and national property  tremendous growth and national ac- 2134, Business Insurance, 740 Rush St ,

; : \ ' \ ar(a,currfntly s ering exdaert- , ; -
TEXRS Bidsetf trfiaration SEeks person with a minimum of five years diverst- enced, icensed, retail fruck and casualty accounts We countsweduattoexpand.tootbex ChicaganlL 0611 are adimispe-
fied pension plan experience at corporate level Requires solid background In p_rod ucers t_O répresent Inan- orrer a top c mission ar- rience as settlement'specialist or have oprfient and confrol
plan design and interpretation Salary to $50K DOE cially strong insurance camers rangement and the aut_onomy background in property and casualty
LOS ANGELES BROKERAGE seeks individual with minimum of 5 years expe- for primary liability, physi- to produce Partnership oppor-  \ye offer a highly desirable compensa-
nence in the marketing (placement) of medium to large P&C commercial cal damage and cargo in tunity Excellent benefits pro- lion program where a six-figure income
accounts Will be responsible for commercial unit of 5-7 personnel Start at most U S States can be aCh;elngBoxhzastag:_smess Ilnl__
$45/$60,000 DOE ponbolbendt us » Ghicago,
GILBERT - HAFNER & CO.
insurance Staffing Consultants
6060 N. Central #470, Dallas, TX 75206, (214) 361-9341

gram Write or call
Please reply to

Box 2356
Business Insurance
740 Rush St.
Chicago. IL 60611-2590

Boockford and Company The

One Oakbrook Terrace

Oakbrook Terrace. IL 60181
(312) 932-4000

GROUP INSURANCE SALES
REPRESENTATIVE

We are seeking a group sales represen-
tative with 3-5 years of strong back-
ground in group insurance sales This
rewarding position requires an ambi-
tious and personable Individual who
Mil sell and service Group Life, Dis-
ability and Health Programs in the
Cleveland area Excellent compensa-
lion and benefits package Send resume
and salary history m complete confi-
dence to Barbara J Welch, Manager,
John Hancock Mutual Life ins Co,
20600 Chagrin Blvd Tower East, Room
500, Cleveland, Ohio 44122 Equal Op-
portunity Employer

Professional

Marketplace
TARGETS

your BEST
JoB

SURPLUS LINES AGENTS
PRIVATE PASSENGER

PHYSICAL DAMAGE
PROGRAM

CAPITAL NEEDED

Supervisor
Retirement Plans

insuranze Agency and Broker in-

terestec m forming a Consortium/ )
« All ages of vehicles
Partners, of other agencies to pool .Va ues to $160,000

resources together [or financing ' Bind the same day

acquisition of a small Uoyd's Bro- . Physical damage also available for Trucks, FOR SALE
ker Perfect opportunity for Agenc Buses Limo's, Rentals, Contractors Equip.
PP d gency ot MGA LICENSE
- Poperty and General Liability available m
mist States
NATIONAL UNDERWRITERS
7777 Glades Road, Suite 213
Boca Raton, Flonda 33434
1-800-635-6366
wait for dial tone
and then dial 845
Telex 159271 HS UND
FAX 305-488-3809

Candidates

Administration

Ball Corporation, a Fortune 500 company, has
an immediate opportunity in our Corporate
Employee Benefits Department

. . Business Insurance
to expand their business, as well as

Circulation Breakdown*

Commercial Consumers

Texas Grandfathered
new areas, in addition to a very at- License For Sale

tractive Investment opportunity Reply to
D Mallace
P O Box 1663
Evanston, IL 60204
312/866-7400 x 210

We are seeking an individual to be responsible
for the overall administration, Implementation
and maintenance of retirement programs,
including developing and preparing accurate
summary plan descriptions and all required
federal reports This individual will also parti-
cipate in the review, formulation, design and
costing of retirement programs with manage-
ment and consulting actuaries

" Administrative
Pr,ncipals only reply to

B CEO's Presidents and Owners 2,570
Box 2351, Business Insurance ) R

Vice-Presidents. General Managers
and Other Administrative Personnel

3,210

740 Rush St.

Chicago, IL 60611-2590
Financial

Chief Financial Officers and Vice-
presidents of Finance 2,787
Secretaries, Treasurers, controllers
and other Financial Personnel 5,600
Risk/Employee Benefits

CASUALTY ACTUARY

Requirements Rapidly growing Los Angeles based corpora-

Vice-presidents, directors. manag-
hon with additional offices m Vermont and

- B S or B A degree

« two or more years' experience with retirement
plans

» knowledge of ERISA

- strong math background

We offera competitivesalary and benefits plan,
relocation assistance and high visibility within
a challenging and fughly demanding enwron-
ment For confidential consideration, send your
resume and salary history to

1 =E H Stomenr
ToWA Ball Coqporation
P O ox 2407

Muncle, IN 47307-0407

Equal Opportunity Employer M/F

COMMERCIAL LINES
PRODUCERS

INSURANCE
PRODUCER

Bermuda seeks motivated Individual for Ca
sualty Actuanal position Company special-
izes In risk management services for Fortune

MaJr insurance broker seeking Long established L A 1000 Companies andcapt,veinsurance com
expenenced producers who own Agency seeks Producer pany mapagement

commercial lines book of bust-

ness Prefer accounts with com- business Excellent mar-

mission levels over $10,000 We
will acquire your book of bust-
ness as you become a full-time
employee of our production
staff Incentive plan, employee
benefits and worldwide resources
available to assist >ou m future
growth Reply to

Box 2354, Business Insurance

740 Rush St.

Chicago, IL 60611-2590

with or without book of

Provide statistical studies of claims for man-

aged insurance companies and self-insur-
ance funds for clients Analyze amount of

kets, excellent rapport risk to be retained by companies through

with companies, growth

simulation and other appropriate methods
Maintain and update computer models for

ers, and other related department
personnel of insurance, risk em-
ployee benefits, personnel, com-
pensation, pension, safety. security,
industrial relations, human re-

sources and employee/labor rela-

tions 9,701
Sub-total 23,868
Associations 500

Government, Unions and Educa-
tional Institutions 914

Commercial Consumers

Sub-total 25,282
criented Superior prop- financial modeling Reviewonaregularbasis Insurance Agents and Brokers 10,858

. R new deVelopments m loss fdfecasting and . Insurance Companies 7,140
¢ sition for producer with analysts and incorporate them into our work Financial Institutions o809
good track record, excel_ Salary ts commensurate with exneriense, Actuaries, Attomeys. Adjusters, Ao
lent benefits Contact or 8 exams completed and passed Please Others Allied to the Field 1,792
Commercial Lines reply by Dec 10.1987 to TOTAL 49,689

Manager
(213) 937-2150
8:30 AM - 5:00 PM

Hot 2355, Business Insurance
740 Rush St

Chicago, IL 60611-2590

* Source Business/Occupational
breakdown of qualified circulation,
May 25, 1987 issue, as submitted to
8PA for June 1987 BPA Publisher's
Statement
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Retirement incentives terpretation of the regulations by saying that ued 1985, eight of the 50 companies offered early
employers can discriminate on the basis of He said the committee is interested in retirement incentives, according to the sur-

Contznued from page 1 age simply to save money learning how the EEOC went from having no vey
subterfuge to evade the purposes of the act " Furthermore, "we view their theory not guidelines on early retirement programs to Most of the early retirement incentives
Under regulations issued by the Labor De- only as a novel legal theory, but as a danger- filing an amicus brief in the Cipriano case were offered for a window of one to three
partment in 1979, the only way an employer ous precedent" for all discrimination cases, A staff member of the Senate Special months, noted the survey The longest win-

could demonstrate that a compensation plan said Mr Mackaronis "The plaintiffs over Committee on Aging said that panel IS work- dow perlod reported was three years, and the
with age-based distinctions was not subter- age 60 were denied the incentive based on ing on a report on the Cipriano case that shortest was one day

fuge was to prove that the plan incurred their age only should be released the end of January Nine companies reported that the window
equal costs for benefits for employees of all "I would hken this to a Christmas bonus,"” "Chances are (the report) will say ' the was limited to employees in specified divi-
ages he continued "The same way you can't deny committee disagrees with the EEOC in the sions or designated areas In most cases, eli-
The EEOC brief, however, says, "This bur- a Christmas bonus to blacks or women," It Cipriano case, the staff member said gibility for the window depended on satis-
den to c_iemonstrate the _absence of 'subter- can't be denied to people based on age "We think there are problems" with the fying an age and/or service requirement
fuge _"‘_"" be mosr effeCt'VeW met where the The EEOC countered in ItS brief that the commission's reasoning, he concluded The two most common early retirement in-
specific age limitations are based on and Board of Education’s age cutoff "does not Both committee staffers and others noted centives used over the past several years in-

reasonably supported by some objectively appear to be arbitrary discrimination " the importance of this case and the EEOC's volve reducing or eliminating actuarial ad-
measured assessment of increasing cost and/ Rather, "it is a natural consequence of the position in light of the increasing popularity Justments to pension benefits that would

or declining benefit to the employer in pro- human aging process, which eventually car- of early retirement programs otherwise be imposed on early retirement,

viding the retirement incentives * = ries all teachers through the wide window of Early retirement incentive plans have be- and crediting employees with additional
For example, this kind of analysis might eligibility for early retirement incentives " come popular since 1978, when an amend- years of age or benefit service

consider "the anticipated working life of em- Congress, however, is questioning the ment to ADEA prohibited employers from The EEOC's Interpretation is the latest

ployees relative to 'normal’ or expected re- EEOC's position forcing employees younger than 65 to retire piece of good news for employers offering

tirement age, and cost of the retirement in- The House Select Committee on Aging has Congress in 1979 increased the age at early retirement incentives

ducement vs payroll savings to be scheduled a hearing on Jan 21 that will which an employer could force an employee Earlier this year, two federal appellate

potentlally realized by the employer," said focus on the Cipriano case and the EEOC's to retire to 70, and the upper age limit was courts issued rulings that protect employers

oversight of ADEA removed entirely on Jan 1, 1987, making It from allegations that early retirement incen-

However, the AARP said this interpreta- "We're concerned (with the EEOC's posi- generally impossible for an employer to force tives discriminate against older workers (Bl,

tion "blatantly disregards the well-estab- tion) that economic factors are a viable fae- an employee to retire because of his or her June 29)

lished rule that general economic savings to tor in early retirement programs,” said age The 7th U S Circuit Court of Appeals up-

an employer may never Justify overt age dis- Roger Thomas, the committee's counsel "Since mandatory retirement simply is not held the validity of such plans, saying they

crimination

"That would not appear to be one of the vi- available, then It becomes a question of how are a benefit to employees and not presump-

"The EEOC's assertion that payroll sav- able factors that would be allowed under" does one go about inducing employees to re- tively discriminatory And, the 2nd U S Cir-
ings may satisfy the cost Justification burden AD tire," commented Wyatt's Mr Tievsky cuit Court of Appeals withdrew portions of
of the subterfuge test turns the subterfuge Mr Thomas also said the committee last According to a 1986 survey of 50 large U S an earlier decision that presumed such plans
defense on ItS head," the AARP said It ItS year sent a letter to the EEOC asking It to industrial companies conducted by Wyatt, 16 were discriminatory and that made employ-
brief "The only Iegitlmate proof of cost Jus- explain its guidelines concerning early re- companies offered an early retirement in- ers responsible for proving that the plans are
tification is that the cost of the benefit of- tirement plans The committee received a re- centive to salaried employees During 1985, voluntary (e1, may 18)

fered to employees increases with age " sponse from the commission "saying that only six of the companies offered an early However, neither of these rulings dealt
Mr Mackaronis, the AARP's attorney, there was no policy guideline or view as to retirement incentive, the survey said with the issue of whether incentives can be
commented that the EEOC brief "wades out how or in what manner early retirement And between 1979-when the first early offered to a select group of employees based

into a Twilight Zone" beyond standard in- programs may operate," Mr Thomas contin- retirement incentive plan was reported-and on their age
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of Southern Callforma, $375 The Institute of Busmess Litigation in New York City, spon- seminar in Atlanta, sponsored by Tillinghast, a CB#9, Malvern, Pa 19355, 215-251-2735 Ken Coughran, 512-853-0171
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DEC. 1-2 Third Annual Technical Briefing 4-5 m Torrance, Callf , Feb. 18-19 in Schaum- DEC 10. Reinsurance Workshop m Phdadel- Materials/Waste course in Los Angeles, spon- versity of Southern Callfornia, $265 Institute of
on Captives and Corporate Insurance BquI burg, Il , March 3-4 in Arlington, Va, and phia, sponsored by the Insurance Society of sored by the University of Southern California's Safety and Systems Management, University of
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ciety of Philadelphia and Delaware Tech, $80 Angeles, sponsored by the International Center stltute, $250 Health Research Institute, 1600 S and Disposal course in Los Angeles, sponsored Management, University of Southern California,
for society members, $90 for non-members Del- for Industry, Labor & Rehabilitation, $125 Also Main Plaza, Suite 170, Walnut Creek, Calif by the University of Southern California's Insti- 3500 S Figueroa St , Suite 202, Los Angeles,

aware Tech, Office of Continuing Education, Dee 7 in San Francisco International Center 94596, 415-676-2320 tute of Safety and Systems Management, $735 Calif 90007, 213-743-6523
1832 DuPont Highway, Dover, Del 19901 for Industry, Labor & Rehabilitation, P O Box University of California, Institute of Safety and

. 714, Dublin, Ohioc 43017, 614-459-3030 DEC. 10. Cost Containment Through Com- Systems Management, Ofhce of Extension and MARCH 7-9 International Benefits Confer-
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by Executive Enterprises Inc , $875, $775 for Inc, $200 Also Dec. 10 m Chicago Charles D gan, MtSSISSIppI Missouri, Nevada, New Mex- City, sponsored by the College of Insurance, 14-18 National Loss Control Service Corp, K-3,
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New York exchange

Continued from page 1
the exchange and hope to keep the facility cies will be taken care of in as orderly a way

change member who spoke anonymously premiums of $218 million. B%I
7

"When the smoke clears, the exchange will' volume had declined to $26
probably go away quietly and the insolven- net volume to $201 2 million

million and Urquhart and others observed

open or see it reopen after a temporary shut- as possible," said Ward B Gordon, chairmar change syndicates wrote net premiums of week to prepare for the crucial vote The

year and it will come back," said John H came up shé6rt "

Bretherick Jr, president of Continental Mr Gordon and other exchange members

Corp and an exchange governor
"One point is obvious, and that is that in a runoff of the exchange's current book of

\ . h \ Among other, d
security-conscious market, we at the ex- business will b managed Among other wer ralse(? a§out whe

&qu\% are going to hﬂyg,x%gosg}gnce people things, members say they are Worried the bers woul

are a‘se

New York State Sen John Dunne, R-Gar- st
den City, is seeking formation of a guberna-

o0 handle the runo

tion to implement some of the operating 25% to 30% of its current workforce
changes recommended in the Stewart Eco-

nomics report (see Perspective, page 21)

Assn of America

! ) ] . Meanwhile, events on the exchange con-
say one of their primary concerns is how the tinued to unfold quickly last week

velopments, questions plan for the exchange will he, either in the
Rer exchange mem- event members vote S ﬁeep e Faul?ty open
actually vote on the proposed un- or shut it down
€ ma gécﬁeag g ta not be able to Fpaintain the derwriting suspension as scheduled today

pendent Insurers meeting, members said

Exchange President Joseph Fahys con- Azimuth Underwriting Managers Inc, Pan Katz and former exchange general counsel

Maintaining the necessary back-office Suit in New York State Supreme Court on quences of the vote either way "
staff IS "absolutely essential," said Willis T Friday to block today's vote on the pro-

In an interview last week, Sen Dunne said King Jr, chairman ‘and chief executive of posed underwriting suspension

he planned to meet with Gov Mario M Willcox Inc Reinsurance Intermediaries
Cuomo Tuesday to discuss the exchange and

the proposed commission to be a disaster

’g\‘oes down, | think Tt 15 nOt to the credif of tive trouble will be unbelievable "

ew York state as one of the insurance cen-

"If they start Iosin'\% their people, It'S going week asking him to

. o " Mr King said "If that possible postponement of th

"l will say to the governor, 'If this thing happens, the magmtude of the administra- to Azimuth Chairman William R Spence
However, A William Urquhart, the ex-

of the vote, according

Some underwriting managers-including change's vp andP

oll board members on a recommend the underwriting suspension
Factors supporting the moratorium in-

cluded these

ters of the world," Sen Dunne said A o ¢ h e .
’ Johnson & Hi s Willis Faber (USA) Inc that a malori board had voted to go miums sufficient to lustify exchange support
However, many exchange members con- ang rI‘Ef'aven H(g—%nagemer_] nc(—are_ - ahead wrlﬂw todtgyos sche ured meet?ng g sorvicos y ge supp
tacted by Business Insurance expect to see ready exploring the possibility of providing Syndicates oblecting to the proposed un- .

The
the underwriting suspensiop approved and runoff services to other syndicate managers derwriting suspension may raise their ques- review
4 WS SRRSO RS Brokers and reinsu ers. agree that a loss of tions angt(e)gjections at the meeting,

expresse ange's

ability to muster investor and broker sup- the exchange's capacity willhot be a serious quhart n
port to reopen blow to the reinsurance market, which re-

over until the fat lady sings'? She's standing At its peak in 1984, the exchange wrote ker members is

Lloyd's broker rules

Continued from page 2 new rer?ulations, he said, adding that the Lloyd's bro-

proper supervision" by holding companies of their ker department will offer help and advice to "any bro-
subsidiaries To prevent this, the report su%gested that ker who feels it cannot meet the criteria "
ground rules should be drawn up defining those areas The "far more stringent financial requirements”
where intervention by controlling companies would be proposed for Lloyd's brokers Mr Parry said, might en-
permissible courage mergers between some smaller Lloyd's brokers
In the last 10 years, Lloyd's has sought undertakings to meet criteria such as minimum capital
from companies that they will not interfere in Lloyd's However, major Lloyd's brokers are unlikely to have
brokers' management, said Mr Gibson "Many of these difficulty meeting the more stringent financial re-
companies believed (the restrictions) to be too wide " quirements
According to the document, "whilst Lloyd's had le- Other proposals in the document include
gitimate concern that It should be able to limit the - Requirements as to the character and suitability
influence of companies outside its jurisdiction and of the directors or partners of Lloyd's brokers
which might not respect the traditions of the market, - The appointment by each Lloyd's broker of a
the Neill inquiry judged it to be more important for director to be responsible for the broker's compliance
Lloyd's to be satisfied that such controlling companies with all Lioyd's regulations
were fit and proper - The assessment of a broker's competence For ex-
As a result, Lloyd's has proposed a modified form of ample, "it is extremely important in terms of the
non-interference whereby "each controller should be service seen to be given by Lloyd's that Lloyd's brokers
required to give to Lloyd's an undertaking that it will transmit documents and monies promptly and ac-
not interfere in the management of the broker's busi- curately," the document says
ness to the detriment of Lloyd's or policyholders "  The requirement that "no broker should be ac-
Some 15% of Lloyd's brokers are currently owned by corded the status of Lloyd's broker unless Lloyd's is
foreign companies, the malority of which are US- satisfied as to the adequacy of its capital Capital of
based, said Mr Parry less than 250,000 pounds ($440,000 at current ex-
Also regarding ownership of Lloyd's brokers, change rates) IS unlikely to be considered adequate "
Lloyd's IS proposing to abandon its so-called "26% - The assets of each Lloyd's broker's insurance bro-
rule," which prevents an insurance company from con- kerage account should exceed ItS liabilities by a stipu-
trolling a Lloyd's broker lated percentage of net retained brokerage revenue,
"There should be no restriction on the til]pe of busi- with a minimum margin of 25,000 pounds ($44,000)
ness that may be connected through share oIding to and a maximum margin of 500,000 pounds ($880,000)
a Lloyd's broker, reputation and suitability should be - The establishment of "a resource that would be
the sole criteria," the document says available to facilitate the runoff of the insurance busi-
However, to avoid conflicts of interest that might ness" in the event of a Lloyd's broker's failure This
arise where an insurance broker IS connected with program, to which all Lloyd's brokers contribute, will
an insurer and to protect the interests of the brokers' be devised during 1988
clients, names at Lloyd's and Lloyd's as a whole, - The development of an accounting standard for
the broker will be required to Lloyd's brokers
- Abide by a code of practice outlining a broker's - A review of brokers errors and omissions cover-
duty to his client, including disclosure to prospective age Lloyd's proposes to maintain the current stip-
policxholders of commercial relationships likely to af- ulation that the each broker have minimum E&O cov-
eet the broker's advice . . .
erage of six times the broker's annual net retained
* Provide Lloyd's with information to "monitor brokerage However, because insurance covering fraud
brokers' placings outside Lloyd's together with the and dishonesty of principals is "no longer available in
disclosure of any preferential commercial links " the market," a working party is being set up to con-
» Comply with Lloyd's requirements without inter- sider whether this form of cover should still be consid-
ference by a parent or other member of the same com- ered necessary, said Mr Gibson
pany group Registration of all LIoyd's brokers under the new
Lloyd's also proposes that "no one should be an ex- rules is expected to take at least three years Each
ecutive director of both a Lloyd's broker and an insur- month several brokers will be invited to submit an
ance company or non-Lloyd's underwriting agency " application within three months, according to the doc-
The document recommends that the Council of ument
Lloyd's "should have the discretionary power to re- The cost of broker regulation for 1988 is not ex-
quire financial guarantees from controllers of Lloyd's pected to exceed | million pounds ($1 76 million), and
brokers " However, the document does not specify the each Lloyd's broker will pay a flat sum of 2,500 pounds
types of guarantees necessary plus 0 03% of its net annual retained brokerage, the
Firms wishing to act as Lloyd's brokers "should document says
demonstrate compliance with the new rules through The proposed code of practice included in the docu-
a process of registration," the document says The reg- ment deals with
istration process will last at least three years - A Lloyd's broker's relationship with its clients
However, Lloyd's points out that "it iS likely that a - Disclosure of the broker's remuneration
number of brokers will not be able to meet the criteria - Documents and accounting
governing admission, which have become more strin- - The use of binding authorities
gentIn recent years " » The Lloyd's broker's role in claims negotiations
Mr Parry does not know how many brokers would "The code is aimed at raising and maintaining the
likely be forced to cease trading as Lloyd's brokers standards of Lloyd's broking It is intended to fos-
because of the new rules . .
ter good practice where mandatory rules and require-
"We don't want to reduce the number of routes into ments embodied in bylaws may be too rigid," the docu-
the Lloyd's market," but brokers must abide by the ment says

" . ' ., ) Assuming that a quorum of more than half
You know the old expression, 'lt ain't cently has seen a resurgence of capacity of the XChanng'SrS'é ble
up and clearing her throat,” said one ex- gross premiums of $345 6 million and net members conceivably could vote to allow

Update

xchange needs, "breathing time" to
the a equacy of the resenv

confidence of the market

ible jcate and bro- willingness to take decisive action, particu-
% c? }é?%e meeting, Iavr\iy ogstate reguliators P

Harbor loses bad4aith case

Continued from page 2
paying premiums? It will create havoc in the insurance industry,”
said Harbor attorney Henry G Bodkin Jr, with the Los Angeles

firm of Bodkin, McCarthy, Sargent & Smith
Harbor will file a motion for a new trial, said Mr Bodkin

Panel OKs parental leave bill

WASHINGTON-The House Education and Labor Committee

last week approved a bill requiring employers to grant unpaid leave
to workers caring for newborn or adopted children, an 111 parent or
child or their own illness

The committee spurned Republican attempts to dilute H R 925,
insteadvoting 21-11 that companies must give workers 10 weeks of
unpaid leave over a two-year period after the birth or adoption of a
child or to care for an 111 parent or child Seriously 111 employees
would be entitled to 15 weeks of unpaid leave in a year

The measure would apply to companies with at least 50 employ-
ees the first three years It 15 1n effect and apply to firms with 35 or
more workers thereafter

Employees would retain all health benefits during leaves and
would be guaranteed their same or an equivalent position How-
ever, employees must be with the firm for at least a year to qualify,
and companies may deny unpaid leave to the 10% of workers with
the highest salaries or the five workers with the highest salaries,
whichever is greater, if the firm can show it is a business necessity

The Reagan administration and business groups such as the Na-
tional Assn of Manufacturers say the bill is too costly and estab-
lishes a precedent for government involvement in employee benefit
decisions

The measure is expected to go before the full House in February

A Senate version of a bill, S 249, IS under consideration by a
subcommittee of the Committee on Labor and Human Resources

Briefly noted

A subcommittee of the House Energy and Commerce Committee
was marking up federal product liability legislation last Friday
Committee staffers expected that at least 20 amendments to the
bill, H R 1115, would be offered (Bl, March 2) Last week's
Council of Lloyd's of London election produced no surprises
The three working members elected were David Coleridge, chair-
man of underwriting agency R W Sturge & Co, Murray Lawrence,
senior partner of underwriting agency Murray Lawrence & Part-
ners, and Michael Wade, director of Lloyd's broker Holman Wade
Ltd The three external members elected are lawyer Arthur Farrer,
conservative member of Parliament Sir Nicholas Bonsor, and for-
mer Cabinet Minister Lord Rees AUS district judge in Nevada
reduced the $22 8 million judgment awarded to singer Wayne New-
ton last year in his libel suit against the National Broadcasting
Co. to $53 million in punitive damages, said Morton Galane, Mr
Newton's attorney The court ruled there was insufficient evidence
that NBC news stories that linked Mr Newton to organized crime
hurt his reputation or earnings NBC, which has hbel insurance
underwritten by Fireman's Fund Insurance Co, will continue to
appeal, a spokesman said (Bl, Dec 22, 1986) Monsanto Co. and
one of its excess insurers, American Centennial Insurance Co,are
fighting over whether the insurer must pay legal fees stemming
from Monsanto's long-standing litigation with residents of Stur-
geon, Mo, over their exposure to the chemical dioxin Last month,
a St Clair County, lll, Jury ordered St Louis-based Monsanto to
pay $1625 million in punitive damages and slightly more than
$29,000 in compensatory damages to 65 Sturgeon residents (Bl,
Oct 26)

1986, gross more time to consider the moratorium, Mr

t > - Only six of the exchange's syndicates
eneral counsel, said Friday have expressed any interest in writing pre-

esofa
Mr Ur- number of other syndicates and to regain the

» The exchange needs to demonstrate its

Continued on next page
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The exchange's aggregate combined ratio hit a high of This member and others instead cite an accumulation of

New York exchange 1523% in 1985-with some syndicates reporting even worse failures that had exchange members reconsidering their par-
Continued from prevzous page experience-and eight syndicates were eventually declared ticip_fa_Hon evhen befrcl)r?j me drgwdown occurred b .
This. th " | th d £ lat . t by th h 'sb d . € exchange ha re.e asic purposles, one member sai

IS, (e Proxy says, may s‘ow e cascacs ol reguiatory mso{)ﬁ%nexghaﬁg%)ﬁjag g?(?esredo gerzveral of the syndicates even- to serve as a market for reinsurance and insurance, to operate

decertifications of the exchangef’n otrﬁlrjurisd'ctions "

Nov 5 memo to members from Mr'Urquhart reported tually declared insolvent to stop underwriting at the end of chea nd efficiently and to be self-requlati .
that California, Colorado, North Carolinaqand Waghington 1984, and the others were Ft)old to stop during 1985 By pm@exc%ang% . anpohe selkrearialng. o place in-

had rescjnded their approvals of tRF exchange as a,reinsurer then, however, it was top late . surance and reinsurance because the companies that were
or eﬁaglb e surp L{Rl ﬁn?s insurer Nevada ajso notified t ? e cargg we are pﬁaglng now were dealt back in 1982, ogerat,gnﬂ there basma_l(ljy"refused to staff their underwritin
exchange that'It W111 drop the exchange from its list of 1983 and 1934," when thése syndicates were actively under- boxes,” the member said™It has never been cheap and It ha

ligibl lus i i D 1 but that it Will writi i famili ith h i . .
So'gI?deersiﬂi?uﬂisng'qui\',?;ﬂ,e Srjn?j?catiﬁyfheb,ztteriafys _' wi mgTﬁS'RI\?[E§ggJﬁ?y Blne Bg%nﬁgt?ngg@gé)&%?ﬂgp [t had The exchange also has never been entirely self-regulating,

+The exchange could reduce expenses by eliminating un- decided to draw down $25 million in member deposits after he noted, rrQomtm to the fact that the New York Insurance
necessary units like the contracts department reviewing a preliminary actuarial analysis of six of the Depar:tlrpfel_'lltd OtmltlotL syndllcatebcl)p(?_rath'nti b

+ A moratorium would reduce the chances that syndicates eight insolvent syndicates by Tillinghast, a division of arled at all three ma’or oblectives,” The Memboer says
will be required to post a second $500,000 deposit with the Towers, Perrin, Forster & Crosby Cour testimony later re- = Although exchange officials reported some progress in
security fund, since the fund would not have to be rebuilt to vealed that the preliminary report estimated the six syndi- gpoatl)ﬁggnwnh back-office premium and claims rogessing

pr6teCt future policyholder. cates to be insolvent by $170 million S, accounting culties continued 1o be

S . . . .
A moratorium’is not irrevocable and could be reconsi- Several S)Andlcates were reportedly unhappy about the compla}gt of s|¥1nd|cate mgpa\geers.and br%qus
de‘ﬁ]d at any time timing of the announcement, since it‘came two’days after the ny cornputer report ever given us Dy the exchange has

e proxy material also cited several arguments against Sept 1 deadling for syndicates to file notices of their intent never borne any relation to reality," one member saj -
the dpemr)ilt.ng suspension _ g g ?gwnﬂdraw rom §¥e exchange IJIehe exchangeeboargqaper [t oug% some syndicate m hagers—notabry .?é((h Willis

* The msolvency ofa grouﬁ of syndicates need not lead to voted to extend the deadline until Nov 10, and by that date Faber (USA)-say they continued to see a flow of acceptable
a shutdown of the'entire exchange, since several syndicates 27 syndicates, 33 brokers and 13 associate brokers had an- business this year, dther managers report they were seeing
are solvent and, able o continue,unqprv.vr'ti g . nounced plans to leave o ewer risks y wanted to acce .

+ A'suspensjon of underwriting "might prove to be an ir- Many exchange members ?ay the timing of the drawdown Between January and March, North Atlantic Treaty Man-
revocable decision as a practical matter, since it would be triggered the évents that followed, including the deluge of aggrs Inc saw a ‘real detgr;,oraf(ljon . I the business submit-
extremely difficult for the exchange someday to resume withdrawals and the proposed underwnting suspension e,,v\‘/’ syn 'Cf est'. sf?' . reti' e.t”h et:y rougt.ter' yersl_t
the writing of business after making such a decision " If the drawdown had been made at the beginning of this © were not satistied with either the quantity or quanity

- Less extreme solutions could be found _ year or the beginning of 1988, the exchange would have had of the business we were seeing at the exchange," she said,

» Other answers to the problem of controlling expenses time to 'position tSelf" to deal with resulting problems, adding that the syndicates' expenses of operating on the ex-
could be found, such as requiring withdrawing members to saysCRichard E Kane, vp with J&H Willis Faper %USA crange doubr=sd When the excniange switcned from prermidm-
oming at the end of the year, however, the a

bear. the costs of running off their Qusiness _ . nouncement based fees to transaction-based fees at the end of last year

Winile exe ange members an management debate the threw syndicates' renewal plans into chaos and pushed some Much of the expense load that members have found bur-
question of the underwriting suspension, most are agreed on states to res%nd their ag%ovals of the xghﬁn?% henoted  ¢@ensomereiatesioine exchanges purchase of a new buflding
the principal causes of the exchange's dilemma thers, though, say they are puzzled that'the drawdown in 1984, along with the cost of back-office systems

Members point first to the fact that the exchange's annual woqlfjhpr?_voke SLichf? fuT%)r . Sevell’al observers also say an |r_1herent prObI_em Ir.] the
remium volume grew from zero to more than $300 million e financial difficulties of the syndlcates" on the ex- exchange's development was its reliance--especially in its
Between 1980 and 1984, during the height of the soft market change have been known for well over a year," said one ex- eary years-on U S insurers as soyrces gf cqg;tal :
"The timing was atrocious," observed Don Cole, president change member who asked not to be identified "Everyon € insurance company investors ultimately decided that

min e . .
of Constitution State Management Co "It may have all been knew there was a hole Everyone knew the hole was big So their Gapital could be better em}p(ljo&/ed off the exchange - .
a matter of timing, and | don't know what anybody could everyone had to assume at some point the security fund was . '"'>Urance companymoney does not need fo be hiere This
have done differently " going to be tapped " is Just another pocket" to put it in, Mr Kane observed

Continental crash

. . Continued from page 3 tem and Swiss Air Transport Co Ltd and includes
I nsu ra n Ce SerVICeS u Id e London and the United States believe the liability loss Austrian Airlines and Finnair (BI, Nov 2)
g will range between $25 million and $50 million In addition, most U S airlines have received rate

Continental is owned by Texas Air, which owns reductions, including United Airlines, which had a
Eastern Airlines Inc and Continental, Into which Peo- 30% reduction on hull insurance rates and a 39% re-

TOXIC CHEMICALS R.M. CASS ASSOCIATES pl?_EXpBeSS f‘irlli_nes InZhas beer:jm:rged 558 bil g)uctlon in liability insurance rates on Oct 1 (BIl, Nov
HAZARD IDENTIFICATION . . ast Dec 1, Texas Air insured the entire illion
ENVIRONMENTAL IMPACT consultr;gEIshelglgiiiilm(fgasmng fleet operated by Eastern, C.on_ti.ne.ntal and People Brokers and underwriters say that.air!ine rates have
INVESTIGATION AND EXPERT TESTIMONY Express under one hull and liability insurance pack- been cut because of the glut of capacity in the London,
HAROLD [. ZELIGER, PhD. and related matters age, placed by Frank B Hall & Co Inc in the United U S and European aviation insurance markets They
CHEMICAL & ENVIRONMENTAL SERVICES P O Box 1362 States and in London by Hall affiliate Leslie & God- say that capacity is almost double what it was last year
S U N To0g7 Barrmgton, IL 60011 win PLC (BI, Nov 3, 1986) This insurance, which for major Western airlines with good loss records
(914) 356-9448 312/304-1060 4 contained a profit commission, will cover the claims "We are still seeing quite dramatic (rate) reduc-
arising from the Denver crash earlier this month tions," said Russell Pickup, executive director of
Under this coverage, Texas Air has up to $60 million Lloyd's broker Bowring Aviation Ltd "For sophisti-
RISKMASTER in insurance per hull and up to $600 million of liability cated airlines, hull rates can be cut in half "
SOFTWARE WORKERS' s Uramee . ” Even with the rece.,nt C<.:>nt|nental c..rash. and the
About 20% of the hull and liability coverage was Northwest crash earlier this year, which killed 156
COMPENSATION placed in the London market, led by Lloyd's of Lon- people and IS expected to cost about $200 million in
GENERAL CLAIMS RISK MANAGEMENT don's Ariel syndicate Reports say that about 25% of liability losses, aviation underwriters have made a
WORKER'S COMP the coverage was placed with U S Aircraft Insurance profit this year, said Mr Pickup
SYSTEM Group in New York, 15% with Associated Aviation Only two or three serious jumbo jet accidents could
VEHICLE ACCIDENTS U . . ! o X . .
EOR IBM PC AT nderwriters in Short Hills, NJ, and 5% with Avia- stop rates from tumbling further. he said
CHECK WRITING tion Office of America in Dallas Underwriters also say As we haven't had as many losses as we could pre-
FOR: PC/MINI/MAINF IDEAL FOR SELF INSUREDS, INSURANCE that French insurers participate in the coverage, in- diet-which is fortunate for passengers-it appears
CV, AND TPAs SINGLE AND MULTRUSER cluding La Reunion Aerienne and CAMAT that underwriters are making money and creating in-
(313) 261 -4440 VERSIONS AVAILABLE HANDLES UP TO Because of the soft airline insurance market, Texas creased capacity." added Lloyd's aviation underwriter
o 100,000 ON LINE CLAIMS Air already had placed next year's hull and liability Barry Coleman "The increased capacity has caused
C O N ONSITE TRAINING VALUE LEADERS IN ggvfgzglfeihvétlleccvggeasnll;t)czf;en(it Egﬁrl’e\glf: Egnrjgfw ratlehr;ee%l-]o?':(tli(r)ﬂasntal and Northwest disasters "have had
1 ONGOING SUPPORT RISK MANAGEMENT SOFTWARE ’ no effect on the market,"” said Mr Coleman
agree
nt INSURANCE SOFTWARE They say that Texas Air, which has increased its fleet However, observers are predicting the massive rate
' PACKAGES. INC value to more than $10 3 billion, received about a 45% reductions will only last until next Apnl 1 or May 1,
’ ) rate reduction on its hull and liability coverage, even which are the anniversary dates for the latest round of
5118 NORTH 56H STREET though it increased ItS liability limits to $750 million rate reductions By that time, all airlines will have
Ti I I i N g h ast TAMPA, FLORIDA 33610 There is no profit commission included received a rate cut
~ (813) 621-6069 (FL) The London market, whose portion of the coverage is ) A.fte': April 1 or May 1, rates will then stabilize,
(212) 619-2470 (NY) still led by the Ariel syndicate, has increased its par- aviation insurance market observers say "Rates have
(800) 237-8133 (U.S.) ticipation to 27 5% from 20% Other insurers on the hit rock bottom and underwriters have accepted that
INSTALLED IN OVER coverage include USAIG, Aviation Office of America they are writing below burning costs," said one
and Insurance Co of North America In the United Lloyd's broker "So, the market may increase rates
32 STATES & CANADA States and La Reunion Aerienne and CAMAT in again after April 1 "
France "Reductions will likely continue through the year
5025 North Point Blvd. WinstonSalem. NG 27106 As of last week, Associated Aviation Underwriters round into April or May next year," added Wally
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T8 sac. 128 bian inciuded o bl senefi their hull and liability insurance rates (BI, April 20) cel a program and rewrite it during the policy period
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On Oct 1, the KSSAF Group-the world's second- avoid now, aviation insurers say So, issuing quotes
. L - - largest insurance-buying group of airlines-received a early "is preventive medicine," said Mr Coleman
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THE ROAD TO CAREFREE TRAVEL IS PAVED
WITH AMERICA’S LARGEST NETWORK OF HMOs.

HMOs, as you know, do a good job of providing health care benefits to members while
they are in their home area. It's those occasions when they re away from home that often cause
you concern.

That's why Blue Cross and Blue Shield Plan HMOs have instituted an "Away From Home
Care” program. Now, members of our HMOs traveling anywhere throughout the HMO-USA
network of over 200 cities can receive help when an unexpected illness or injury occurs. The
member simply calls a toll-free number and is directed to the nearest participating HMO-USA
facility. There won't be any claim forms to fill out, or any hassles at all.

We have even more ways to help you organize your HMOs. All you have to do is follow
these simple directions: Call 1-800-4-HMO-USA.

HMO-USA is just one of the many innovative praducts from the nation’s Blue Cross and
Blue Shield Plans designed to help you effectively manage your health benefits program.
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The “Away From Home Care” HMO network.
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