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Results look better,
but insurers not cheered

By JUDY GREENWALD

Although the major property/casualty insurers' losses leveled off
in the third quarter, observers say the insurers' results are not going
to improve very quickly.

The aftertax operating income of the 25 major insurers surveyed
by Business Insurance declined 51.8% in the first nine months of
1984; however, that's better than the 60.1%
decline reported by the insurers in the
first half of the year. ticker

But, these results are not cheering the
insurers, who point to their overinflated
combined ratios and sagging operating profits (see chart).

In addition, observers warn that operating results will not im-
prove in the fourth quarter, when insurers traditionally boost their
reserves.

"We believe the fourth-quarter results will probably be as bad as
the third-quarter results and possibly worse," says David Anthony,
an analyst at New York-based Smith Barney Harris Upham & Co.
Inc.

"It looks like the fourth quarter is also going to be pretty bad and
may be accentuated by reserving," says Frederick V. Hill, a princi-
pal at New York-based Derby Securities, who adds, however, "Cer-

tainly, it appears the bottom of the
(underwriting) cycle has been

Worst combined ratios reached. . 1

Mission Insurance Group 146.3% Most analysts and insurers agree
The Home Group Inc. 130.0% that the seeds of recovery, in the
CIGNA Corp. 129.8% form of higher rates, have already
Fremont General Corp. 129.2% been planted, though they are not
The St Paul Cos. Inc. 128.9% expected to sprout in earnest until

at least the second half of 1985 and

Best combined ratios won't really blossom into substan-

American International Group 106.1% tial gains before 1986.
The vital key to a long-term im-

SAFECO Corp. 109.3%

Ohio Casualty Co. 113.5% provement in operating results is
Reliance Insurance Co. 113.9% the continuation of price increases,
Continental Corp. 114.3% say observers.

· · "It's just tough sledding till rates
come up," says Michael A. Lewis, a

vp and financial stock analyst at New York-based E.F. Hutton.
Price increases are the "order of the day," says Charles T. Bell,

director of investor relations for Aetna Life & Casualty Co.
"The industry needs several cycles of upward movement right

now," points out Caleb Fowler, senior vp and chief financial offi-
cer for CIGNA Corp.'s ppoperty/casualty group. "Looking at the
pricing activity many/companies have experienced recently,
CIGNA particularly, causes us to be more optimistic, less pessi-
mistie, than before."

For now, however, "We're kind of living with last year's mis-
takes," says Sean Mooney, an economist at the Insurance Informa-
tion Institute. -

Those "mistakes" manifested themselves in the insurers' aggre-
gate nine-month results According to the Business Insurance sur-
vey

• Underwriting losses grew by 71.9% during the first three quar-
ters to $7.1 billion. However, this compares with a 114.8% rise in
underwriting losses during the first half of 1984, indicating that the
effect of early price increases may be starting to be felt. Also helping
the nine-month comparison was the lack of any major catastrophes
this year vs. the effect of Hurricane Alicia in last year's third quar-
ter.

• The insurers' aggregate combined ratio remained rock steady at
120.4%,the same mark reported during the first half. This aggregate
reflects a range of 106.1% for American International Group Inc. to
146.3% for Mission Insurance Group Inc.

• Investment income grew by 7.1%, again the same increase that
Continued on page 32

Property/casualty insurers'
nine-month results detailed

Page 33

update

New work comp rating plan
to be considered in Oregon
SALEM, Ore.-A new workers

compensation rating system based on
loss experience is expected to be pre-
sented this week to a governor's task
force in Oregon.

If the task force and Insurance

Commissioner Josephine M. Driscoll
approve the program, which applies
only to construction classifications, it
could go into effect in Oregon as early
as January and would become a

Continued on next page

Gulf's Bermuda captive
halts all underwriting

By DOUGLAS McLEOD next few months.

The acquisition of Gulf earlier this year by Standard
Oil Co. of California is cited as the main reason for
Insco's demise.

Gulf "liked the insurance business" and had taken its

first steps toward expanding into the U.S. marketplace
with the formation of Transinsco in 1982, but "Chevron
did not like that strategic plan," according to William
Clark, president of Transinsco.

"Chevron felt, 'Holy Moses,
we have so much on our plate
already (with the merger),'
that they didn't want to ex-
pand operations that were not
a part of their home terri-
tory," Mr. Clark said.

111 Gulf executives said that

Insco's 1983 net operating loss
of $16.2 million, its first ever,
was not a factor in the deci-
sion to close the insurer.

San Francisco-based Chev-

ron has its own Bermuda cap-
tive subsidiary, Bermaco,
which writes almost exclusi-

980 981 982 ·953 vely parent-related business.
Chevron hasn't yet decided

whether the Gulf liability
risks written by Insco will be picked up by Bermaco or
whether they will be placed on the open - market or
self-insured, sources say.

Bermuda brokers, while expressing disappointment
over Insco's withdrawal, say that it won't have a signif-
icant impact on overall market capacity.

Some questioned Chevron's decision to close the op-
eration now, when rates in many property/casualty
lines are beginning to rise.

"Because rates and conditions are hardening, it sur-
prises us that any company would withdraw from the
market now," said Roy Bray, vp and director of Am-
berco Brokers Ltd.

PITTSBURGH-The pioneer among Bermuda-based
captive insurers writing commercial insurance, Gulf
Corp.'s Insco Ltd., is no longer writing any new or re-
newal business.

The captive's oil company parent announced last
week that Insco has stopped writing both non-related
and Gulf-related risks effective Nov. 16.

Non-related risks produced
62%, or $46.5 million, of Net premiums written by Insco
Insco's 1983 net premiums of Un million of do lars)

$75.5 million and Gulf-re- $90

lated risks produced 38%, or  - Non·related

$29 million. 580 0jjd
With policyholder surplus $70

of $94.8 million at year-end

largest captive in Bermuda
writing unrelated-risk busi- $40
ness and was one of the lead-

ers. Over the past eight years,
Insco wrote a total of $254.7

1983, Insco was the fourth

million in net premiums on ,
unrelated business, including
property casualty marine 7111
and aviation risks.

Gulf also is shutting down
the underwriting operations of Transinsco Inc., a Stam-
ford, Conn.,-based subsidiary formed in 1982 to pro.
duce non-related U.S. business for Insco and Hartford
Insurance Group.

Business produced by Transinsco accounted for about
half of the Bermuda captive's non-related book in 1984,
according to Noel Turner, Insco's president.

Insco's offices in Bermuda and its staff of 48 will be

maintained to run off the captive's book, Mr. Turner
said. The portion of the runoff requiring staff to handle
the paper flow will last from three to five years, he
added.

Transinsco, with offices in Stamford and Los An-
geles, is expected to let go most of its staff of 30 over the Continued on page 4

Aetna's defense costs capped
under Dalkon Shield agreement

By STEPHEN TARNOFF

RICHMOND, Va.-A.H. Robins Co.'s recent settle-
ment of insurance litigation with Aetna Casualty &
Surety Co. gives Robins a potential $70 million in addi-
tional coverage for Dalkon Shield injury claims but
caps the insurer's liability for defense costs.

Under the Oct. 31 agreement, Aetna will increase by
a total of $23.8 million the limits of six comprehensive
general liability policies Robins purchased from Aetna
during the period from March 1, 1971, through the end
of February 1977. Aetna was Robins' primary and ex-
cess insurer from March 1968 through Feb. 28, 1978.

In addition, Aetna also will provide $46.2 million that
Robins will use to pay claims for injuries caused by the
intrauterine device for which it has no insurance.

In return, the agreement stipulates that all defense
costs in the litigation will be paid from within the limits
of Robins' insurance coverage, including the additional
coverage provided under the agreement, and Dalkon
Shield claims will be paid based on when the injuries
became manifest rather than when the victims first

began using the Dalkon Shield.
Thus, Robins receives more coverage than Aetna has

wanted to provide, but Aetna does not have an unlim-

ited duty to defend Robins.
With the settlement-which ends five years of litiga-

tion between Robins and Aetna over Dalkon Shield de-
fense and indemnification costs-Robins has $153 mil-
lion remaining in insurance coverage to pay Dalkon
Shield claims, according to its third-quarter lOQ state-
ment filed today with the Securities and Exchange
Commission.

But Robins says this will not be enough insurance to
cover all the Dalkon Shield claims it faces (see story,
page 28).

Already in the first nine months of this year, Robins
has incurred $67 million in uninsured Dalkon Shield
claims and expenses-a 390% increase over the first
nine months of 1983-and is studying the feasibility of
establishing a "substantial" reserve for pending and fu-
ture uninsured claims.

Robins, which currently faces more than 3,600 Dal-
kon Shield claims, is being hit with an average of 30
new lawsuits a week. And, it expects that the pace of
new suits will increase following a recent advertising
campaign encouraging women who are still using the
Dalkon Shield to have it removed.

So far, Robins and Aetna have disposed of more than
Continued on page 28
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update Order may ban rate deviation
Oregon comp rating change by Texas Lloyd's companies
Continued from prevlous page
model for other states By CAROL CAIN allowed for the establishment of such associations

The new system proposes using a credit or debit factor based on A Texas Lloyd's company can write any kind of cov-

an employer's loss ratio in figuring workers comp premiums, said AUSTIN, Texas-Rates for Just about atl lines of in- erage except life insurance, Mr Olson said He esti-
Michael Camilleri, assistant vp and director of national affairs for surance in the competitive Texas market may finally mates that about 50% of the commercial property insur-
the National Council on Compensation Insurance. The New York- plateau or even increase as a result of an order being ance in Texas is written by Texas Lloyd's companies
based ratemaking and research group designed the system after sur- drafted by Texas Insurance Board Chairman Lyndon Some of the companies also write liability, workers

Olson Jr. compensation and health insurance, but the state hasveying Oregon's construction employers earlier this year (BI. Sept.
24) The target of the order lS the Texas Lloyd's com- no statistics on what coverages these companies ac-

Oregon, like 48 other states, uses a rating system that multiplies a panies, which, according to Mr Olson, have skewed the tually write
Job classification rate times $100 of payroll to determine the work state's rate regulatory mechanism by During the past several years, Texas Lloyd's com-

comp premium The NCCI's survey supported allegations by con- excessive downward deviation from. panies have charged 50% to 60% less than the manual

struction industry employers that rates were inequitable for em- approved rates. rates approved by the Insurance Department, Mr

ployers, usually union shops, whose workers were at the high end of
The Texas Lloyd's companies, 1 PA  Olson said

pay scales These employers said they had better-than-average loss which have existed since the early j* P- Many of the Lloyd's companies, especially those

ratios, yet were paying higher rates The new system would factor 1920s, are patterned after Lloyd's of 6 1 4* 1,1[ formed in the early 1970s during a competitive cycle,
in a credit for employers with a better-than-average loss experience London, but are not affihated with , - i, are affiliated with insurers, he said.
and a debit for employers with a worse-than-average loss ratio it, said Evelyn Ireland, director of To reduce-or raise-their rates by more than the

The new system could be used throughout the country and, if the research and information services \E deviations allowed by the department, these insurers
data warrants, it can be used in other classifications, he said It al- for the Texas Insurance Board m will place their business in their own Texas Lloyd's

The Texas Lloyd's companies are I 01  company at as much as 50% off the manual rate, he saidready is being discussed in other states and by other industries, in-
cluding ironworkers, he added unincorporated associations of indi- Mr. Olson And the deviation does not have to be approved by the

vidual underwriters who are indi- Insurance Board, he added

Chicago teachers set to strike vidually and jointly liable for the risks they under- "A number of very bright people have found a way
write, Mr Olson said to do what we didn't want them to do," Mr Olson said

CHICAGO-Chicago public school teachers are planning to strike In August of this year, there were 78 Texas Lloyd's The board order that Mr Olson is proposing will at-
Dec 3 to protest the Chicago Board of Education's decision to deduct companies, compared with 68 a year earlier and only 34 tempt to prohibit insurers from putting business in

from teachers' paychecks a portion of health insurance premium in 1980 (BI, Oct 13,1980) Texas Lloyd's companies at rates lower or greater than

costs
Unlike Texas stock and mutual insurers, Texas the deviations the Insurance Department approves for

The first payroll deductions affected teachers' Nov 16 paychecks Lloyd's companies are exempted from rate restrictions the parent insurer
The average Chicago teacher, who earns between $22,501 and under a 1921 provision in the Texas insurance code that Continued on page 30

$27,500 annually, saw monthly deductions of $2124 for individual
coverage or $25 50 for family coverage, a Chicago Teachers Union Tanker owner
spokeswoman said

The school board says it intends to withdraw these amounts from N.J. surplus guaranty fund
teachers' paychecks once a month to cover 25% of the cost of medi- adds to cover
cal insurance premiums

The teachers union gave strike notice Nov 19 and simultaneously
is constitutional, judge says

filed an unfair labor practice charge with the Illinois Educational
after accident

Labor Relations Board The teachers decided to wait until Dec 3 to By MEG FLETCHER

strike so that they can walk off the Job with members of other By STEVE TARAVELLA
unions, who expect to see similar deductions in their Nov 30 pay- NEWARK, N.J -New Jersey's controversial guaranty fund for

checks SAN FRANCISCO-Keystone surplus lines insurers is constitutional,a US. District Court Judge
Shipping Co.'s damaged petro- says.

Manville petition not dismissed
chemical tanker, the Puerto Rican, In addition, the state Legislature last week approved amendments
ts now docked at a San Francisco to the law that established the guaranty fund The amendments are

NEW YORK-The 2nd U S Court of Appeals refused to dismiss Bay shipyard after the company awaiting Gov Thomas Kean's signature
purchased an additional $100 mil-

44

Manville Corp 's petition for reorganization last week when it re- The Surplus Lines Insurance Guaranty Fund Act is an important

Jected an attempt by a committee representing asbestos litigants to lion in pollution liability coverage piece of remedial legislation designed to meet the crisis facing the

obtain immediate review of whether the company's petition was to satisfy authorities state as a result of the Ambassador (Insurance Co ) insolvency,"

filed in good faith The insurance was placed Nov Judge H. Lee Sarokin said in a 53-page opinion issued Nov 19 "The
16 by Lloyd's of London broker court finds no constitutional infirmity in the act . ""The legitimacy of Manville's intentions will be reflected, to some

extent at least, in the plan of reorganization it submits to the Thomas R Miller & Son (Insur- The class-action lawsuit challenging the law's constitutionality

bankruptcy court Before any such plan iS confirmed, it must satisfy ance) Ltd, reports Charles Achuff, was filed by four plaintiffs· Evanston Insurance Co of Evanston, Ill.;

the requirement that it was proposed in good faith," the appeals partner with Keystone's principal Appalachian Insurance Co. of Johnston, R I.; the New York-based

court said, indicating the issue should be dealt with once the reorga- retail broker, H C. Knight & Co. in Risk & Insurance Management Society, and Donald A. Brody of

nization plan is complete Philadelphia. Lloyd's underwriters Springfield,NJ,a policyholder of an admitted insurer (BI, Sept. 24).

The appeal by the asbestos litigants stemmed from a refusal ear-
wrote the insurance The plaintiffs had alleged that the state had overreached its au-

her this year by U S Bankruptcy Court Judge Burton R Lifland The coverage was arranged at thority when itt enacted the law, that the law permitted an unconsti-

and U S District Judge Constance Baker Motley to dismiss the the request of the U S Coast Guard tutional taking of property and that it violated the requirements of

Manville reorganization petition. and the state attorney general's of- due process.
fice, which acted on behalf of the In rejecting their arguments, Judge Sarokin said "The state has a

Indiana Blues face antitrust suit California Regional Water Quality substantial interest in protecting its citizens who have obtained in-
Control Board, a state agency surance on risks within its borders from defaults by insurers outside

INDIANAPOLIS-La yers for Blue Cross & Blue Shield of Inch-
Before it would admit the tanker of its borders A common fund is an accepted and established means

ana are reviewing an antitrust suit filed by 61 Indiana hospitals to port, the state required the Phil- of affording such protections "

seeking an injunction against the formation of a preferred provider adelphia-based shipping company The lawsuit was filed by attorney William Holzapfel of the Cran-

organization by the Blues
to obtain an additional $100 million ford, N J., firm of Holzapfel, Perkins & Kelly, a New Jersey partner

BC/BS announced in August its plans to form the PPO early next in pollution liability insurance to of LeBoeuf, Lamb, Leiby & MacRae in New York, U.S. general
guarantee accessible cleanup funds counsel to Lloyd's of Londonyear, shortly after the state's new PPO law takes effect Dec 31. The

day before the lawsuit was filed in U S. District Court in Indianapo- if a cargo spill occurred during the Attorneys for the plaintiffs are reviewing the decision and must

lis, BC/BS had secured signed agreement proposals from 74 of 115 tow-in, explains a Keystone discuss it with clients before deciding whether to appeal, said Donald

hospitals in the state that were invited to participate m the PPO, a spokesman The coverage remains Greene, a partner with LeBoeuf, Lamb.

spokesman for BC/BS said in effect until the cargo is com- New Jersey Insurance Commissioner Kenneth D Merin said that

The lawsuit claims that BC/BS's share of the health insurance pletely removed Judge Sarokin's ruling was a vindication of his belief that the law, as

market and its method of attempting to enroll hospitals as preferred Two explosions occurred Oct 31 originally enacted, was legally sufficient to accomplish its purpose of

providers violate federal antitrust laws and four state statutes, in- on the 630-foot Puerto Rican, kill- protecting New Jersey residents.

cluding the Indiana Antimonopoly Act and the Indiana PPO Act, ing one man and injuring nine The fund was specifically designed to generate at least $12 million

said Kenneth G Stella, president of the Indiana Hospital Assn others The stern sunk three days to pay outstanding claims of New Jersey policyholders of Ambassa-
later, spilling about 1 million gal- Cont:nued on page 31

"The plaintiff hospitals believe that the proposed Blue Cross con-
tract is not designed to control hospital costs but is an attempt by the Continued on page 31

insurer to use its monopolistic power in the insurance business to
force a discount which will only benefit itself and will result in
higher costs for other consumers," Mr Stella said N.J. doctors face charge for fund debt

index By JULIE TRUCK under the fund, will be assessed

The panel's recommendations on the assessment are
TRENTON, N J -Health care practitioners in New due by mid-December

Jersey may face an assessment to pa> off a $42 million The explosion in medical malpractice suits and
A.R.M. exercises 24 Vol 18, No 48-Business In- deficit in the state malpractice reinsurance fund awards in the 1970s and early 1980s created the pro-
Classifieds 30 surance (ISSN 0007-6864) 15 pub- The amount of the assessment and who will have to Jected $42 1 million deficit in the fund's reserves, ac-
Datebook 10 lished weekly at 740 Rush St , pay it hinge on the recommendations of a recently ap- cording to a spokesperson for the Insurance Depart-
Insurance services guide 32 Chicago, Ill 60611 Second-class pointed state panel that will explore ways to erase the ment
Legal briefs 22 postage is paid at Chicago, Ill, and deficit in New Jersey's deactivated Medical Malprac- The fund's deficit was reported earlier this year by
Letters 6 at additional mailing offices Post- tice Reinsurance Assn the actuarial firm of Tillinghast, Nelson & Warren Inc ,
London line 17 master Send address changes to State Insurance Commissioner Kenneth D Merin which was retained by the association to audit its
Markets 14 Business Insurance, circulation said an assessment is necessary to bail out the fund funds

Opinions 6 department, 740 Rush St, Chi- The panel will consider how to structure the assess- The malpractice reinsurance association was created
Perspectives 21 cago, Ill, 60611, 312-649-5221 ment for state health care practitioners, he said, though by a 1976 state statute at a time when most insurers
Ticker 32 Copyright 1984 by Crain Commu- Mr Merin will have the final say on the structure of refused to write medical malpractice insurance, Mr
Washington 16 nications Inc the assessment and on whether all physicians and po- Merin said (BI, Sept 26, 1983)

diatrists, regardless of whether they were covered Continued on page 12



Construction firm looks beyond price.
Wausau Insurance figures in tneir planning.
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appi & Company is a
prominent general contractor in
New England.

'*It's not our style to shop
solely for price," says Mr. James
Rynn, Counsel and Risk Manager.
'1 looked at a# the insuring candi-
dates and then picked Wausau
for service.

"We started doing business
with Wausau in 1982 after 30

years with another insurer. We're
a very stable organization and
don't like short-term relationships.
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"1've come to know Wausau,

and their claims handling has
been excellent. Wausau is respon-
sive.They have knowledgeable
people assigned to us - plus a
cooperative back-up staff.

'Wausaut loss-control

specialists and ours work well
together. We've learned a lot from
Wausau. That's why they now
serve us with four lines of busi-

ness insurance. I anticipate a suc-
cessful, lasting partnership."

WAUSAU WORKS:

Insert photo: Chemical Engineering Building.
Massachusetts Institute of Technology. completed by
Vappi & Company in 1976.
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opinions

The cost of cost containment
IF YOUR MANAGEMENT were to ask you tomor-row, could you detail how much that new second
surgical opinion program is saving in health care
claims vs. the cost of implementing it? Or, how much
was saved when you contracted with a service firm to
audit health care claims last year vs. the bill you paid
for the auditing service?

If not, you have not been doing your homework as
benefit manager and may be wasting precious dollars.
As a recent survey by Towers, Perrin, Forster &
Crosby shows, not all cost-containment measures nec-
essarily save more than they cost (BI, Nov. 19).

For example, did you implement that voluntary sec-
ond surgical opinion program thinking it would be as
effective as a mandatory program while less likely to
alienate employees?

The respondents to the TPF&C survey found that
voluntary programs produced very little savings over
the cost of implementing the plan. In contrast, savings
were evident with a mandatory second surgical pro-
gram. Do you know how your voluntary program
stacks up against the cost of running it?

Similarly, over the last year or so there has been

much publicity over the need to audit hospital bills.
The companies that sell their services to employers to
conduct these audits report they find an error in nine
out of 10 hospital bills, and several employers have
started programs to reward their employees if they
find errors in their hospital bills.

But, when the companies surveyed by TPF&C
looked at the cost of conducting the audits compared
with the amount saved, they concluded that at best
only a slight savings in health care costs is achieved.

How much has the auditing of hospital bills really
saved your company?

The survey also found that employers are seeing
very little savings from their participation in employer
health care coalitions. This may be because many of the
coalitions are very new, but if you consistently come to
the conclusion that your coalition is not accomplishing
much, it's time to suggest how the group can be more
effective or to look for a new coalition.

It's great to list all those cost-containment measures
you've implemented over the years, but if you can't
quantify the saving they have brought, you're only
fooling yourself.

Don't pass up chance to be heard
rHE INSURANCE INDUSTRY is passing up a valu-
i able opportunity to limit the expansion of tort lia-

bility in this country, a defense attorney specializing in
appellate work warns.

When an important liability issue is before the Cali-
fornia Supreme Court, it's difficult to line up amicus
curiae briefs from members of the insurance industry,
says Ellis J. Horvitz.

In contrast, the plaintiffs' bar is "brilliantly
organized. They are in with amicus briefing in every
major case. They do a splendid job," Mr. Horvtiz said
recently in address to insurers attending the annual
meeting of the National Assn. of Independent Insurers.

All insurers should take this criticism to heart and

change their ways.

We can understand that insurers may not be eager to
pay their attorneys to write amicus curiae briefs in

letters

cases in which they are not a party. Insurers' legal bills
are staggering already.

But, Mr. Horvitz contends that courts' inclination to
ever expand tort liability can be stemmed if they are
convinced that the ultimate adverse social conse-

quences of expanded liability outweigh the benefit of
compensating an injured claimant. To sway the judges,
the insurance industry will have to be more persuasive
than the organized plaintiffs' bar.

If insurers can successfully fight cases that would ex-
pand tort liability, they will avoid future defense and
claim costs associated with defending claims under a
new cause of action.

Next time insurers are called upon to supply amicus
curiae briefs, we hope they respond enthusiastically,
promptly and professionally, to give the court all the
information it needs in its deliberations.

New CGL policy opens door to myriad of problems
To the editor: There are two additional

questions that have to be addressed re-
garding the new general liability policy
proposed by the Insurance Services Office
(BI, Oct. 29). They are:

• Why are the companies going to
offer both the standard occurrence and

the new claims-made form on an optional
basis.

• With regard to the claims-made
form, why are they going to use this ap-
proach to all types of liability coverage
rather than to just product liability cover-
ages?

There is no question that the claims-
made form could be tremendously valu-
able in curbing the problems brought
about by product liability claims filed 20
and 30 years after the occurrence took
place. This claims-made form certainly
should help insurers underwrite expo-
sures like product liability better than the
occurrence form has.

The reason for the importance of the
claims-made form to product liability in-
surance is that, for all intents and pur-
poses, there is no effective statute of limi-
tations in any state. But, because there are
definite statutes of limitation with respect
to automobile and other kinds of general
liability claims, I can see no reason why
the coverages applicable to those sections
of the policy are to be changed to the
claims-made form.

In addition, it is my understanding that
the companies are going to allow the use

of occurrence and/or claims-made forms

on an optional basis. Does this mean that
one company could be issuing either form
of coverage? If so, will each policy consis-
tently be either claims-made or occur-
renee, or will it be a combination of the
two in any one policy?

A potentially very serious problem can
be created by a named insured being pro-
vided coverage one year on a claims-
made form and another on an occurrence

form. Imagine an account that has a
claims-made form in 1985 and renews

under an occurrence form in 1986. Sup-
pose that the insured sustained an occur-
renee in 1985 that did not lead to a claim

until 1986. Because the occurrence took

place the year before, and not in the term
of the occurrence form, the company
would deny coverage.

Up until the recent form, no reference
had been made to the utilization of a ret-

roactive cutoff clause in the claims-made

form. It appears that the retroactive en-
dorsement will go back no further than
the effective date of the claims-made
form.-But, suppose a firm obtains a
claims-made form for 1985, and in 1986
that firm renews with an occurrence form
and then in 1987 the firm renews with a
claims-made form with a retroactive cut-
off date of the effective date of the 1987

claims-made policy. If an occurrence took
place in 1985 during the term of the first
claims-made form but was not reported or
a claim was not filed until 1987, unless the

named insured purchased a "tail" policy
covering a term of more than one year,
the client would have no coverage what-
soever for this claim.

These ambiguities are going to put a
tremendous burden on brokers and

agents and could result in an untold num-
ber of errors and omissions claims against
producers. The agent and broker, always
on the first line of defense, would be the
obvious victims of this medley of incon-
sistencies and ambiguities.

There should be a more complete hear-
ing on this CGL form before it is an ac-
complished fact. There are many impor-
tant questions that have yet to be an-
swered.

The new CGL form is one of the most

difficult to comprehend of any that I have
ever read. I defy anyone to clearly ex-
plain every clause of that particular pol-
icy. As a result, it may end up being one of
the most difficult contracts ever to suc-
cessfully defend in a court of law.

Lawrence F. Smith

Colonial Insurance Agency Inc.
Stamford, Conn.

Business Insurance welcomes letters from
its readers. Please keep your comments as
brief as possible. We reserve the Tight to
edit letters for clarity or space. We will not
publish unsigned letters, Send your com-
ments to Letters to the Editor, Business
Insurance, 740 N. Rush St., Chicago, Ill.
60611.
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Treasury official says
benefit changes are At issue at NAll
part of tax package

Experts differ on problems of civil justice systemBy JERRY GEISEL

WASHINGTON-The Treasury Department's tax By KATHRYN J. McINTYRE yers and judges who control the civil Justice system will not
simplification proposal, which will be sent to the White contain the growth or the costs of the system More economic
House next month, includes employee benefit provi- SAN FRANCISCO-Who's to blame for increases in the and more efficient methods of settling disputes will have to be
sions, says the Treasury's top benefit spokesman number of lawsuits filed, the cost of litigation and the number developed and used by private enterprise, Mr Graham sug-

Benefit tax changes .are in the tax package," said and cost of liability awardsO gested
Harry Conaway, attorney/adviser in the Treasury De- The current civil Justice system is a product of a trend that Mr Horvitz, a partner in the Encino, Calif, law firm of
partment's tax legislative counsel section began 70 years ago to compensate victims of loss regardless of Horvitz & Levy and a frequent advocate for the insurance

Mr Conaway, speaking last week before the Wash- fault The insurance industry has encouraged lt by success- industry, explained the courts are increasingly less interested
ington Employee Benefits Forum, declined to specify fully bearing the cost, says an appellate attorney who repre- in fault and more interested in status, meaning which party
the benefit changes the administration will propose as sents the insurance industry can better bear the loss and which party can better distribute
part of its long-awaited overall tax reform program Problems in the current civil Justice system stem from one the loss
But Mr Conaway, who has played the lead role at the root problem, contends a Journalist who specializes in legal He traced the courts' tendency to expand the scope of habil-
Treasury Department in developing rules on flexible issues There are too many lawyers ity for injuries to 70 years ago and to a trend that until re-
benefit plans and 401(k) savings plans, said benefits Apellate attorney Ellis J Horvitz and CBS News law corre- cently was paralleled in the political and legislative fields
have been part of every recent major tax package and spondent Fred Graham discussed the civil justice system as The trend has been, he said, 44to spread the risk of Injury and
"they will be linked" to the next tax package part of a panel on "Our Courts and Their Economic Impact loss away from those who are the victims to the community at

Mr Conaway also confirmed that What Price JusticeO" during the 39th annual meeting of the large "
• Final Treasury Department regulations on 401(k) National Assn. of Independent Insurers, held Nov 11-15 In the litigation system, risk spreading is done through the

savings plans could be indefinitely delayed if Congress The panel, moderated by Donald E Schaffer, senior vp and instrument of insurance, Mr Honntz said
decides to consider its own rules Even if Congress de- general counsel at Allstate Insur- "I would suggest the insurance in-
cides not to act on 401(k) plans, the government's final ance Cos, also included Deputy U S dustry is in large measure the vic-
401(k) rules will not be published before the first half of Attorney General Carol E Dinkins,
1985 who concentrated her remarks on

tim of its own success," he said
The court looks around for risk

'Ill spreading, it looks to the insurance
hardship rules that would it make it more difficult for

• The Treasury Department is considering new the cost of crime

Mr Horvitz and Mr Graham not industry because, for whatever
employees to withdraw funds from 401(k) plans to pay only see the current problems in the "' , R ' 50 warts and faults the insurance in-

for a child's college education or to buy a house "Hard- civil Justice system from different dustry may have, lt lS the most sen-
ship is an open issue," he said perspectives but also forecast differ- sitive and effective method of risk

• Final rules are expected by the end of the year ent futures spreading that has ever been de-
that will implement provisions in tax laws that affect Mr Horvitz, who specializes in vised

small, so-called "top-heavy" pension plans handling appeals, believes "the pen- 44There is an implicit flattery"
• Treasury Department rules on benefit provisions dulum has swung as far as it will here, he suggested, since Judges

in the Deficit Reduction Act of 1984 and the Retirement swing " He predicts that Judges will "feel that however heavy a load
Equity Act, which gives women a better chance to earn stop expanding the scope of tort ha- they put on the insurance Industry,
a pension, will be published in the form of questions bility when they are convinced that The Golden Gate Bndge in San Francisco was the insurance industry will be equal
and answers A similar format was used when the gov- the adverse social consequences of among the attractions that awaited the insurers to the task The courts are well
ernment published proposed rules on flexible benefit their rulings outweigh the benefit of attending the NAll conference. aware that the insurance industry is
plans earlier this year (BI, May 7, May 14) compensating the injured claimant the banker of the tort system If

Mr Conaway didn't specify when these rules will be Mr Graham contends that law- Continued on page 26
published, though he hopes it would be no later than
sometime next year

Mr Conaway is the first administration official to Tight reinsurance market casts pall on conference
confirm that the administration's tax simplification or
reform package will contain employee benefit provi- By KATHRYN J. McINTYRE mitments were being sought
sions Richard Foss, president of National Underwriting Agency

That package, which the Treasury Department lS SAN FRANCISCO-In mood, sight and sound, the annual Inc in Chicago, for example, lS Stlll seeking commitments to
supposed to send to President Reagan next month, is meeting of the National Assn of Independent Insurers earlier complete the last 25% of the reinsurance treaties for 1985 to
expected to simplify the tax code by applying flat tax this month reflected the tightening conditions in the reinsur- allow his company to provide $10 million of liability insur-
rates Under such a flat tax system, many people would ance marketplace ance capacity, down from $15 million this year, as well as $7
be taxed at lower rates While the typical group of a few hundred registrants at- million of property insurance

But to achieve a broader tax base, which would be tended the formal program presentations in the Fairmont Last year at this time, Mr Foss had secured all the commit-
needed to make up for the revenue lost by lowering tax Hotel, outside the meeting room, in the hotel lobby where ments to renew the reinsurance behind NUA's 1984 under-
rates, many current tax deductions and exclusions most registrants traditionally gather to make reinsurance writing
would be eliminated contacts, faces were more somber and the crowd was sparser "The last 25% will be like pulling teeth," Mr Foss says

Many experts expect that the tax simplification pro- and quieter than in recent years when the reinsurance mar- Some London reinsurers are having problems with their
posal will include a provision to tax group health insur- ket was competitive retrocessions, Mr Foss said 44Everybody lS having the same
ance benefits (BI, Nov 12) Those predictions are based Although 1,650 people were registered for the conference trouble They can't get an answer "
on the fact that a huge amount of revenue could be this year-up 150 from last year-the attendance seemed Only one reinsurer on the NUA account has outright re-
gained-which would be needed if basic tax rates were smaller because more registrants were cloistered in hotel fused to renew and that's because a new underwriter is mak-
cut-if employer health care contributions became tax- rooms negotiating upcoming reinsurance renewals than were ing the decision this year, Mr Foss said
able income to employees back-slapping and greeting old friends in public lounges But, some reinsurers on the NUA account have left the

For example, the congressional Joint Committee on When small talk was exchanged, it generally opened with market, among them British National Insurance Co and
Taxation estimates the federal government would gain the question "Are your treaties completed"' rather than the Exxon's captive insurers
more than $20 billion in revenues if employers' paid traditional opening hne "How's the year been?" "One major reinsurer increased its line," Mr Foss reported,
health insurance contributions were included as taxable In early November, few treaties were finalized and com- Continued on page 27
income to employees

Contmued on page ll

Two new computer bulletin boards set up
By ROBERT A. FINLAYSON efforts see continued puter to help him is the brainchild of Weymouth D Walker, a

growth both in mfor- solve risk manage- vp with Anistics Inc, a subsidiary of Alex-
ATLANTA-You have an Idea (or a ques- mation transfer sys- / ment problems, de- ander & Alexander Inc, based in Atlanta

tion) relating to a tricky risk management tems and in the use of / Atlanta Area velop management Mr Walker says he decided in March that
problem But, how do you reach your profes- microcomputers by / Risk & Insurance reports and improve he could "get some exposure" for Anistics
sional peers to discuss it? risk managers, the  Management Society RBBS, his filing system and help the local RIMS chapter by setting

You could spend several days telephoning tool that makes such While the ap- up the bulletin board So he offered to have
friends in the business, send out a dozen let- systems possible provided through the courtesy proaches taken by the Anistics buy the necessary computer equip-
ters to colleagues, or wait for the next risk Calling the com- of Anistics Inc. / RIMS chapters for the ment and operate the system if the Atlanta
management meeting or seminar Or, you puter bulletin board Contact SysOp at 404-264-3173, / computer bulletin RIMS Chapter would agree to sponsor the
could put today's technology to work and use "the wave of the fu- / boards and PRIMA proJect The chapter agreed, and after several
a computer-facilitated information exchange ture," Dennis F \ 9:30 a.m.-5 p.m. daily.

In January, risk managers got their first MeGovern, risk man- 1 for the electronic mail months of planning and the purchase of
system differ in appli- $6,000 in equipment, the bulletin board be-

chance to communicate via a computer bulle- ager for Gold & Kist, cation, the concept is came operational in August
tin board designed specifically for them an agricultural con- the same to allow Mr Walker is not bashful about explaining
through the Golden Gate Chapter of the Risk cern based in Atlanta, says he can see a day rapid information transfer among risk man- Anistics' motive for providing the equipment
& Insurance Management Society (BI, Jan when every RIMS chapter will have its own agers and operating the system He sees the bulle-
16) And, now another bulletin board pro- computer bulletin board The computer bulletin board is open to tin board as a means of helping risk manag-
gram is up and running with a third one the Because computer bulletin boards use com- anyone with access to a microcomputer and a ers get comfortable with using a microcom-
way mercial telephone lines, having one in the modem, a device that permits computers to puter "in a non-threatening way "

The Atlanta Chapter of RIMS recently set user's local dialing area can save the cost of communicate via telephone lines An elec- As more and more risk managers begin
up the nation's second computer bulletin long distance telephone calls, he points out tronic mail network, however, can only be using microcomputers, he explains, there will
board for risk managers, and the Public Risk Mr MeGovern, who is president of the At- accessed by those with the system password, likely be a growing demand for risk manage-
and Insurance Management Assn is getting lanta RIMS chapter, explains that Gold & and the information is transmitted over pri- ment software and related services that ven-
set to launch an electronic mail network for Kist 15 set to purchase a microcomputer, vately leased lines, rather than public tele- dors such as Anistics can supply
its members which will give him access to the bulletin phone lines PRIMA has a different reason for setting

Those involved in the RIMS and PRIMA board In general, he plans to use the rom- The Atlanta RIMS Chapter's bulletin board Continued on page 31
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Gulf captive stops writing all business
Continued from page 1

Mr. Clark conceded that this may
not be the best time to pull out of
the market

"It's disappointing, obviously, be-
cause of the timing," he said. "It's
taken so long to get the market-
place back to where it's exciting for
a lot of people in it."

Some brokers in Bermuda say
that Insco's withdrawal-following
Exxon Corp.'s decision to stop writ-
ing third-party risks in its insur-
ance units, including Bermuda-
based Ancon Insurance Co. S.A.-

may further tarnish the image of
Bermuda captives as professional
reinsurers (BI, Oct. 8).

However, Insco executives and
other Bermuda sources maintain

that Gulf's decision doesn't reflect

on the viability of offshore captives
as commercial insurers and rein-
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surers and that the Insco with-

drawal represents nothing more
than a business decision by Chev-
ron.

Insco, formed in 1971, was one of
the first Bermuda-based captive in-
surers to plunge into commercial
insurance underwriting and
created a splash in the worldwide
market in 1977 when it appointed
Leslie Dew, a former deputy chair-
man of Lloyd's of London, presi-
dent. Mr. Dew is credited with at-

tracting the first substantial com-
mercial insurance business to the

developing offshore insurance
market in Bermuda.

Mr. Dew, who retired from Insco

last April at age 69, could not be
reached for comment.

Net premiums from non-related
business first outpaced Gulf-related
premiums in 1978, when they ac-
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counted for a little more than half

of the Insco's total net volume of

$66.5 million (see chart, page 1).
Total net volume increased

steadily each year until 1983 when
it dropped to $75.5 million from
$88.9 million in 1982.

The main reason for the decline

was Gulf's decision in 1983 to stop
reinsuring the first $25 million
layer of its own marine and prop-
erty risks in Insco, opting to assume
these risks as a self-insured reten-

tion instead (BI, June 6, 1983).
Insco's net premiums from writ-

ing Gulf-related risks dropped to
$29 million last year from $46.5
million in 1982.

Insco also stopped writing non-
related aviation business in March

1983 and non-related marine risks

in May 1983.
Gross premiums fell last year to

0 0

0

q

$114 million from $140 million in
1982, and Insco reported a net oper-
ating' loss of $16.2 million-its first
ever-compared with an operating
profit of $13.5 million in 1982.

Mr. Turner would not comment

on premium volume or under-
writing results for the first nine
months of 1984.

Mr. Dew, in Insco's 1983 annual
report, blamed the 1983 net loss on
reduced premium volume; rising
losses, including three shock losses
on Gulf-related business that cost

Insco $10 million; and increased
loss reserves for non-related busi-

ness (BI, April 2).
On the advice of its accounting

firm, Coopers & Lybrand, Insco
added $25 million to its loss re-
serves for non-related business in

1983, including $7 million for in-
curred-but-not-reported losses. Re-
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For Todayt ...
and Tomorrows ... Risksl

Computer Losses. Pollution Liability. Product Recall.
Business Interruption Losses. Product Liability. Terror-
ism. These are just a few of today's risks your business
faces. Tomorrow, you can fully expect the emergence of
new threats to financial security. Tomorrow, even more,
you will need Independent Insurance Agents to provide
crucial risk management advice.

Why?
• Because Independent Agents identify and find

wavs to protect against today's and tomorrow's
risks.

• Beeause at least one of the many companies
they represent will offer the precise coverage
to fit your needs in the most cost-efficient way.
Cost containment literally begins and ends with
Independent Agents.

• Because with the advice of your Independent
Agent you can eliminate costly overlaps and
close gaps in protection.

• Because an Independent Agent can recommend
creative programs that utilize traditional
insurance, self-insurance, co-insurance, cap-
tives, or a combination that best suits the
special needs of your business.
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• Because your Independent Agent represents
you and secures a tast, fair settlement when a
loss occurs.

That's why todav 7 out of 8 commercial insurance
policies are written by Independent Agents. That's why
more businesses are turning to Independent Agents for
assets protection.

That's why Independent Agents provide more cover-
age for more individuals, by far, than any other delivery
system in the world.

The Independent Agency System represents hun-
dreds of the strongest, oldest, most reliable insurance
companies in the country. So, no matter how big or
small your needs, you should consult an Independent
Insurance Agent. Helping you manage risks as you grow
is their only Dusiness.

For professional counsel and in-
depth risk management techniques
for your business - and
personal needs - see your
Independent Insurance Agent

InsuronCe  jACENT
youRI ndependent

identified by this symbol.
SERVES YOU FIRST

independent Insurance Agents ofAmerica
INCORPORATED

100 Church Street, New York, NY 10007
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serves for third-party business at
the end of 1983 stood at $114 mil-
lion including IBNR reserves of $44
million, compared with 1982 re-
serves of $89 million including $37
million for IBNR losses.

Insco's underwriting loss wi-
dened to $54.6 million last year
from $9.6 million in 1982.

Transinsco, ajoint venture be-
tween Gulf and Hartford that was

wholly owned by Gulf, organized
its underwriting staff in 1983, ac-
cording to Mr. Turner.

Insco reinsured 50% of the first

$500,000 of risks assumed by Hart-
ford Insurance Cos. through Tran-
sinsco. In addition, Transinsco pro-
duced business for other U.S. insur-

ance companies, which then rein-
sured portions of the risks with
Insco, according to Mr. Clark.

Transinsco's overall business

consisted mainly of first-dollar pri-
mary casualty risks, with very little
property business, Mr. Clark said.

Hartford's share of gross premi-
ums produced by Transinsco
amounted to only about $2 million
and came mainly from excess and
umbrella business, according to
John Tickner, senior vp with Hart-
ford Specialty.

"It was a very small facility, deli-
berately so because of the soft mar-
ket," he explained.

Bermuda brokers weren't happy
about the news of Insco's with-

drawal, but most were expecting it.
Although some worry about its

effect on capacity for international
risks, others say the impact on ca-
pacity for these risks and for the
reinsurance of Bermuda captives
themselves will not be severe.

"I hope it's not going to have an
adverse effect on the market. It's

obviously going to have a shrinking
effect on market capacity," said Mr.
Bray of Amberco.

"It's disappointing, but it's not a
disaster," said Robert J. Hedges, vp
of Intere (Bermuda) Ltd., a branch
of New York-based Intere Interme-
diaries Inc. "Each decision such as

theirs does not help."
"It's a pity that Bermuda loses

another piece of capacity, if you
look at what Insco was doing a cou-
ple of years ago," said A.W. Hunt,
vp of Pearson Webb Springbett
(Bermuda) Ltd.

But Mr. Hunt and others point
out that Insco's role as a commer-

cial insurer has been shrinking
steadily since the announcement of
the Chevron-Gulf merger and even
before then.

"There's been a cloud hanging
over Insco. Their announcement

simply gives us a decision on what's
been expected for some time," Mr.
Hunt said.

Chevron's use of its own captive,
Bermaco, suggested its views on the
assumption of unrelated business
and, thus, on its plans for Insco, Mr.
Hunt said.

"Chevron's got a captive here
that does not write any outside
business, so you know what Chev-
ron's attitude is," he observed.

Although Insco was a significant
market for PWS at one time, it has
not been a major market lately for
international risks placed in Ber-
muda, he added. Most of the busi-
ness brokered by PWS in Bermuda
comes from PWS in London, and
about half of it is related to US.
risks.

"Of course it affects the image of
Bermuda, but as far as J&H Ltd. is
concerned, it will not affect our
ability to make placements," said
Roger Gillett, vp and managing
director of Johnson & Higgins' Ber-
muda-based reinsurance interme-

diary.
Insco had once been a big market

for J&H Ltd. for captive reinsur-
ance, but had become less willing to
compete with U.S. markets in the
last couple of years, Mr. Gillett

Continued on page 8
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Insco halts underwriting
Continued from page 4
said.

"I don't think it's going to have a
big impact on local brokers." said a
Bermuda reinsurance executive

who asked not to be named. He

pointed out that after Mr. Dew's re-
tirement, Transinsco started pro-
ducing a larger part of Insco's busi-
ness.

Gulf insurance executives them-

selves say that Insco's withdrawal
should have no impact and concede
that Insco has been less of a factor
in Bermuda for some time.

"I don't think it should affect ca-

pacity seriously. We pulled out of
marine and aviation a couple of
years ago," noted William D.
McGuinness, Gulf's assistant trea-

surer, adding that Insco has been
"more or less restricting our under-
writing" since the announcement
of the Chevron-Gulf merger.

"Since our new owner had so

No otherinvestment grows like this.
Over the past thirty years, timberland has

significantly outperformed both stocks and bonds.
Better yet, it achieves higher real rates of return

while reducing the total volatility ofyour portfolio.
With prices currently depressed and expected
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timberland a substantially undervalued asset.

The time to buy is now.
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investments.
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time is right to sell. Meanwhile, Timberfund will be
actively managed to enhance returns with
sophisticated marketing of timber products and
on-site scientific forestland management.

All of this allows us to increase the potential for
maximizing capital appreciation and cash flow
over the life of the investment.

Contact Nick Lopardo, Senior Vice President,
The Equitable, 1270 Ayenue of the Americas,
New York, New York 10020, (212) 315-7759.

He'll show you how we can help your pension
fund grow.

THEEQUITABLE
Fmancial Services

© 1984. The Equitable Life Assurance Society of the United States, New York, New York

many things to do with the acquisi-
tion and merger, it seemed to be the
prudent thing to wait to see how
(Chevron) wanted to proceed," Mr.
MeGuinness said.

Some Bermuda insurance execu-

tives say the Chevron decision will
further damage the reputation of
the island's captive markets.

"Every closing of a captive doing
non-related business obviously im-
pinges on the credibility of captive
companies as professional rein-
surers," said the reinsurance execu-
tive who asked not to be named.

Others, however, say that such
fears are unjustified.

"Whether I think it is justified or
not, I think Bermuda has this high
profile in the insurance industry in
terms of publicity of negative
events," said Mr. Gillett of J&H .
Ltd. "It happens in other areas as
well, but they just seem to get more
attention in Bermuda.

"I think this decision was

brought about by a change in cor-
porate ownership," he added. "It
really isn't a change of mind on the
part of Gulf."

"This is the same sort of decision

that's been made by other com-
panies in the U.S., Britain and all
over the world," observed Intere's

Mr. Hedges.
For their part, Gulf executives

also insist that Insco's demise was

simply a business decision by
Chevron and doesn't reflect on the

viability of the captive concept or
the advanatges or disadvanatges of
Bermuda as a domicile.

"It's a decision that grew out of
the oil business in San Francisco,
not out of the insurance business in

Bermuda," said Transinsco's Mr.
Clark.

"I do not see this as trend-set-

ting," added Mr. McGuinness.
Although Insco becomes the

third oil company captive in Ber-
muda to stop underwriting com-
mercial insurance and reinsurance,
following Phillips Petroleum Co.'s
Walton Insurance Co. and Exxon's

Ancon, several U.S. oil industry
captives continue to operate in Ber-
muda and underwrite unrelated

risks. Among the most active are
Texaco Inc.'s Heddington Insur-
ance Ltd. and Ocean Drilling & Ex-
ploration Co.'s Mentor Ltd. •

Mexican insurer

to cover explosion
MEXICO CITY-Aseguradora

Mexicana, a government-owned in-
surer, will pay for property dam-
ages resulting from the explosions
that leveled a liquefied-gas storage
facility located in San Juan Ixhua-
tepec, just north of Mexico City.

Unofficial estimates put the cost
of the damage to the Pemex facility
and surrounding residential area at
$100 million.

As of Wednesday, the death toll
from the blast was 315, and govern-
ment officials expect it to increase.
However, experts familiar with the
Mexican legal system said they do
not expect large third-party liabil-
ity losses since third-party liability
lawsuits are uncommon in Mexico.

Such claims are settled by a judge
based on the minimum wage for
the area where the plaintiff re-
sides.

The conclusions of an investiga-
tion into the cause of the explosions
were expected to be released late
last week, sources said. Facilities

operated by a liquified-gas distri-
bution company called Unigas are
believed to have been the site of

the original explosion.
Details of the coverage carried

by Pemex, the state-owned oil mo-
nopoly, have not been released by
the Mexican government.

Reinsurance for Pemex was bro-

kered by Marsh & McLennan Inc.
of New York to the London mar-

ket, sources said. M&M could not
be reached for comment. .
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for serious
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Frankillail
Players in today's high-stakes
business arena know that one

uoprotected move could
bring disaster. That's why
serious competitors come to
Frank B. Hall, the high-perfor-
mance insurance services firm.

We're tough and thoroughly
professional.

Frank B. Hall. For all forms of

business protection. Insurance
placement. Reinsurance. E&S
lines. Employee benefits consult-
ing. Claims management. Envi-
ronmental risk management.
And our specialized products
for virtually every major industry
are strictly 21st century

1985 is here. The pressure is
on. Values are soaring and the
competition is stiff all around
you. But there's an insurance
services company built to stick
with you through the fiercest of
times. It's Frank B. Hall. Because

we've got tough, thoroughly pro-
fessional protection-to make
you the winner in your highly
competitive marketplace.
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DEC. 11. Effective Safety Committees seminar
in Los Angeles, sponsored by the International
Safety Academy; $175; group discounts available.
Registrar, ISA, P.O. Box 8527, 1600 Arch St, 12

Tower, Philadelphia, Pa. 19101; 800-231-3147.

DEC. 11. Data Workshop & National Statisti-

cal Data Base Briefings workshop in Chicago,
sponsored by the Health Research Institute; free.

Also Jan. 22 in Miami, Feb. 12 in Los Angeles.
Workshop Coordinator, Health Research Institute,
49 Quail Court, Suite 200, Walnut Creek, Calif.

94596; 415-676-2320.

DEC. 12. Health Improvement/Prevention
workshop in Chicago, sponsored by the Health
Research Institute; $195. Also Jan. 23 in Miami,

Feb. 13 in Iks Angeles. Workshop Coordinator,
Health Research Institute, 49 Quail Court, Suite
200, Walnut Creek, Calif. 94596; 415-676-2320.

DEC. 11 Third-Party Administrator workshop
in Chicago, sponsored by the Health Research In-

stitute, $395, $195 for subsequent registrants from
same company. Workshop Coordinator, Health
Research Institute, 49 Quail Court, Suite 200, Wal-

nut Creek, Calif. 94546; 415-676-2320.

DEC. 12-14. Fundamentals of Insurance course
in Atlanta, sponsored by the Risk & Insurance

Management Society Inc.; $445 for members; $545

A Lot Has Changed Since
You Last Looked At The BI Directory

What could be as changing as the ever-changing world of insuran-e, employee benefits and risk management services?
The names, facts and figures from the corporations that buy suck products and services!

The 1984 Business Insurance Directory of Corporate Buyers of Insurance, Benefit Plans and Risk
Management Services, published in August, has been revised, updated and greatly
expanded to include information on more than 1,600 of she largest U.S. corporations.

Sales volume, employee population, company address and
phone number are some of the facts you'll
find ... along with the names and titles of Numoer of employees:Sales (in millions ): 34=,I10,mochief financial officers, and executives in

Si. Vp CFOcharge of risk management, employee -2,*,< >r.«ESenbenefits, personnel, pension and C.4 Dir. Personnel
Dir. Emp. Ben.retirement plans and more. h.5

In addition, a special index lists ,-Ar. -,00< 1<crt, Comi a
corporations by size, based on number of
employees. A new geographic index is also
included.

'Buyers' and 'sellers' alike will find the
1984 BI Directory to be tremendously helpful
in carrying out their job responsibilities.

As a buyer, you can turn to the alphabetical
listings to identify professionals in similar
positions in companies much like your own.

Sellers, too, will find that flipping through the
BI Directory is by far the quickest, most reliable
way to identify the powers that buy.

Expanded. Up-to-date. More useful than

ever before. That's the 1984 Business Insurance

Directory of Corporate Buyers of Insurance, Benefit
Plans and Risk Management Services. Update
yourself for a cost of just $50; ten or more copies at a
reduced price of just 340 each.

Fill out the coupon now and send for your copy of
the newly updated 1984 BI Directory.

.business
insurance

Crain Communications Inc.

1984 Business Insurance Directory
740 N. Rush Street

Chicago, IL 60611
(312)280-3167
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for non-members. Fran Jordan, Adminis-

trator-Continuing Education Program,
RIMS, 205 E. 42nd St., New York, N.Y

10017; 212-286-9292.

DEC. 13. Cost Containment and Health

Claims Management System seminar in

Atlanta, sponsored by Resource Informa-

tion Management Systems Inc.; free. Ellen

Lockwald, 2015 Spring Road, Suite 220, Oak
Brook, Ill. 60521: 312-789-0230.

DEC. 11 Builders Risk & Wrap-Up Lia-

bility Insurance luncheon meeting in
Montreal, sponsored by Quebec Risk & In-
surance Management Asm., $18 for mem

bers and non-members. Suzan Ness, Chair-

man, Dominion Textile Inc., 1950 Sher-

brooke St. West, Montreal, Quebec H3H
JEL 514-989-6297

DEC. 13. Risk Management and the Fl-

nancial Executive seminar in Atlanta,
sponsored by Tillinghast, Nelson & Warren;
$600; $500 for subsequent registrants from
the same company. Pat Kelley, Tillinghast,
Nelson & Warren, 3340 Peachtree Road,
Atlanta, Ga. 30026; 404-261-5420.

DEC. 1344. How to Audit and Check In-

surance Policy Costs and Coverages con-
ference in Washington, sponsored by the
American Management Assn., 8620 for
members; $715 for non-members Also Dec.

17-18 in San Francisco. Registrar, AMA, 135
W. 50th St., New York, N.Y. 10020; 212-903-
8177.

DEC. 13-14. Security in the Electronic Of-
fice: Micros. Word Processors, and Work

Stations conference in Toronto, sponsored
by the Computer Security Institute; $545 for
members, $575 for non-members. Registrar,
Computer Security Institute Educational
Resource Center, Department ERC, 43 Bos-
ton Post Road, Northborough, Mass. 01532;
617-845-5050.

DEC. 14- Health Care Cost Containment

conference in Chicago, sponsored by the Il-
linois State Chamber of Commerce: $80 for

members, $120 for non-members. Carol

Jensen. Center for Business Management,
20 N. Wacker Drive, Chicago, Ill. 60606;
312-372-7373.

DEC. 17-19. Behavior Science A New Ap-
proach to Accident Prevention course in
Los Angeles offered by the University of
Southern California; $400 tuition. Univer-
sity of Southern California, Institute of
Safety and Systems Management Office of
Extension and In-Service Programs, Los
Angeles, Calif. 90089-0021; 213-743-
6523/6524.

JAN. 10. Products Liability Insurance

luncheon seminar in Montreal, sponsored
by the Quebec Risk & Insurance Manage-
ment Assn., $18. Suzan Ness. Chairman,
Dominion Textile Inc., 1950 Sherbrooke St.
West, Montreal, Quebec H3H IE7; 514-989-
6297.

JAN. 11-12. Preparation and Trial of a
Complex Toxic Chemical or Hazardous
Waste Case seminar in New York, spon-
sored by the Practising Law Institute; $350.
Registrar, PLI, 810 Seventh Ave., New
York, N.Y. 10019, 212-765-5700.

f

f

3.i

JAN. 11-13. End Crisis Management sem- <
inar in Atlanta, sponsored by Retirement
Advisors Inc., $425, $375 for registration 'three weeks in advance. Retirement Advi- ] <
son Inc., 919 Third Ave., New York, N.Y. '
10022;212-421-2400.

JAN. 15-16. Application of Mierocom- r
puters to Occupational Health and C 1
Safety course in San Diego, offered by the :
University of Southern California; $375. ll
University of Southern California, Institute
of Safety and Systems Management, Office l
of Extension and In-Service Programs, Los / f

Angeles, Calif. 90089-0021; 213-743- » b6523/6524.

JAN. 17. Pre-Admission Certification »

seminar in New York, sponsored by the j i
Task Force on Utilization Review, free for ./ <1
members; $25 for non-members. The New ,
York Business Group on Health, Inc.,1633 1

Broadway, 46th Floor, New York, N.Y. 1
JAN. 21-25. Industrial Ventilation Fun- 
damentals course in San Diego, sponsored
by the University of Southern California;
$650. University of Southern California, In-
stitute of Safety and Systems Management,
Office of Extension and In-Service Pro-

grams, Los Angeles, Calif. 90089-0021; 213-
743-6523/6524.

JAN. 23-25. 10th Annual Enrolled Ac-

tuaries meeting in Washington, sponsored
by the American Academy of Actuaries and
the Conferenee of Actuaries in Public Prac-

tice; $275. Sue Hendrickson, AAA, 1835 K

St N.W., Washington, D.C. 20006.JAN. 29·30. Annual Flexible Compenaa- <
tion conference in Washing:on, sponsored 4 
by Charles D. Spencer & Associates Inc., 1 ;,1
$400. Registrar, Charles D. Spencer & Asso- 2/
ciates Inc., 222 W. Adams St., Chicago, Ill.
60606;312-236-2615.

.
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Treasury official says tax plan
will affect employee benefits

Continued from page 3
Mr. Conaway noted in his

remarks that every major tax
bill passed by Congress in the
past several years has included
employee benefit provisions.

For example, the Economic
Recovery Tax Act of 1981 ex-
panded Individual Retirement
Accounts so that employees
who were enrolled in corpo-
rate pension plans could set up
IRAs.

The next major tax bill-the
Tax Equity and Fiscal Respon-
sibility Act of 1982-rolled

f back and then froze the maxi-
8 mum benefits paid under a de-

fined benefit pension plan and
the contributions that employ-
ers can make to defined con-

tribution plans.
DEFRA, the most recent tax

law, extended the freeze on
maximum pension benefits
and contributions until 1988. It

also placed limits on tax de-
ductions employers can take
for reserves held by tax-ex-
empt Voluntary Employee
Beneficiary Assns., also
known as 501(c)(9) trusts.

Mr. Conaway also told his
audience he hopes final regu-
lations governing 401(k) plans
can be published by the end of
the first half of 1985. But that

timetable could be indefinitely
delayed if 401(k) provisions
are included in major tax bills,
he said.

Mr. Conaway noted that
Treasury and IRS officials are
divided over the so-called

hardship conditions under
which employees would be
able to withdraw funds from

401(k) plans before retirement
(BI, Nov. 5).

Harry Conaway, attorney/adviser in the Treasury
Department's tax legislative counsel section, says
that employee benefits have been a part of every
recent major tax package, and he says "they will

be linked" to the next tax package as well.

Some government officials be-
lieve that 401(k) plans, which are
retirement savings vehicles, should
not be tapped to finance a new
home or a child's college tuition be-
fore an employee retires, Mr. Con-
away said. Some, though, favor
withdrawals for such purposes.

While 401(k) rules are up in the
air, Mr. Conaway said the govern-
ment does expect to publish rules
by the end of the year to imple-
ment provisions in the 1982 and
1984 tax laws that affect top-heavy
pension plans. A top-heavy plan is
one in which 60% of benefits go to
key employees.

Further down the road are gov-
ernment rules to help employers
comply with DEFRA as well as the
the Retirement Equity Act, the law
Congress enacted this summer to
give female employees a better
chance to earn pension service
credits and collect benefits.

Mr. Conaway said increased leg-
islative activity-which ties up reg-
ulators' time-is one reason why it
takes the Treasury Department so
long to develop rules after Con-
gress passes legislation with benefit
provisions. When regulators are so
frequently called to Capitol Hill to
testify on bills or provide technical
advice, there is less and less time to
write rules on previous bills en-
acted.

"Seventy-five percent of my

Giles named risk manager
at Inspiration Resources

Stephen R. Giles, 36, is man-
ager of risk and insurance at In-
spiration Resources Corp., a
New York-based mining firm.
He is responsible for risk man-
agement and insurance for the
firm and its subsidiaries. He re-

ports to John Melville, corporate
director. Mr. Giles replaces
Claude Bernier, now risk and
insurance manager at Kidd
Creek Mines Ltd. in Toronto.

Mr. Giles had been manager of
risk management at Schering-
Plough Corp. in Madison, N.J.
He received a bachelor of busi-
ness administration from Fair-

leigh Dickinson University in
Madison, N.J., in 1969 and is an
Associate in Risk Management.

***

Stephen W. Roberts, 35, has
been promoted to assistant trea-
surer of risk management and
credit at Welch Foods Inc. in

Westfield, N.Y. In this newly
created position, he is responsi-
ble for risk management and in-
surance, portfolio management
and credit operations. He will
retain his responsibilities as
manager of risk and insurance.
He reports to Donald E. Rie-
derer, treasurer. Mr. Roberts
earned a bachelor of arts in in-
ternational affairs from La-

fayette College in Easton, Pa., in
1971 and is studying for a mas-
ters in business administration

at St. Bonaventure University
in Olean, N.Y. He is a Chartered
Property & Casualty Un-
derwriter and an Associate in

Risk Management.
***

Byron B. Holman, 51, has

coming & goings:
buyers

joined G.D. van Wagenen Co. in
Minneapolis as director of risk
management services. In this
newly created position, he is re-
sponsible for developing insurance
and related programs for the man-
aging general agent's clients. He re-
ports to Kent Daley, president. Mr.
Holman had been vice president
and corporate risk manager at First
Bank System Inc. He earned a
bachelor's in business administra-

tion from the University of North
Dakota in 1959.

***

Karen M. Doolittle, 40, has
joined the First Bank System Inc. in
Minneapolis as vp and corporate risk
manager. She is responsible for the
risk management programs of more
than 90 banks and reports to Albin
Dubiac, vp and treasurer. Pre-
viously, Ms. Doolittle was director of
risk management for Super Valu
Stores Inc. in Minneapolis. She re-
places Byron B. Holman, now
director of risk management ser-
vice at G.D. van Wagenen Co.. She
earned a bachelor of business ad-
ministration in 1966 and a masters of
business administration in 1971.

.

We'd like to report on stajf changes in
your company's Tisk management,

safety or employee benefits depart-
ment. Just drop a note to Diane Kas-
tiel, Business Insurance, 740 N. Rush
St.,Chicago, Ill. 60611, or call 312-649-
5393. Please send a photograph, too.

time goes to legislative issues," Mr.
Conaway said, adding that "I sup-
pose I am something of a bottle-
neck."

Mr. Conaway also noted that as
many as 20 Treasury Department
officials may become involved in
drafting a rule affecting benefits
and other issues, and it takes time
to educate new regulators who are
not familiar with an issue.

And, Mr. Conaway noted can-
didly that benefit rule-making does
not always have the same priority
as other tax issues.

For example, while 401(k) rules
are important for the employee
benefits community, there are
many other, more serious tax issues
to which regulators must first de-
vote their time, he said. .

a.

6 .

0 Health, dental, disability and vision claims processing
for employers, HMO's (IPA) and associations.

0 Automatic Assignment of ICD9, CPT, ADA (dental)

UB (Hospital) codes by built-in medical dictionary.

0 Benefit rules, deductibles, eligibility, coinsurance,
maximums, and duplicate checking are handled auto-

matically, on line, realtime.

0 Automatic generation of initial and follow-up corre-
spondence.

0 A cost effective package (hardware and software)

from 1500 to any size population.

16775 ADDISON ROAD, SUITE 201

DALLAS, TEXAS 75248

(214) 248-6241

We've gotyou
covered!

1 1

4 you are an agent writing restaurant and tauern business or would like to be one,
/EI has the answer. IEI and its carriers haue made the commitment to remain a suc-
cessful force in this class of business.
• We pay high commissions
0 We offer a competitive product
0 We o#er a full line of coverages
• Limited number of representatives to be assigned
If you fee/ you qualify, p/ease contact Penny G/adstone or Blaine Kaiser at Insurance
Enterprises, Inc. and cover your clientele with complete protection.

INSURANCE

IEI ENTERPRISES
(203) 246-8883

(800) 842-2210 CT
INCORPORATED (800) 243-8768 National

139 DAY STREET, NEWINGTON, CONNECTICUT 06111 TELEX 716813115

Southern Regional Representative
CREATIVE MARKETING SYSTEMS

912 Convent Ave., P.O. Box 130
Pascagoula, MS 39567
(601) 769-5382
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Business Insurance Editorial Index.

220 East 42nd Street, New York, IXY 10017
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1 The Business Insurance Editorial Index helps you find the
| facts you need quickly!

 * Lists a// Business Insurance news and feature articles.
, * Conveniently organized by subject, persons quoted

and companies mentioned.

* 1985 Editorial Index service includes three quarterly
reports and a cumulative annual edition; 1981
thru 1984 Indexes available in

hardbound annual editions.

* You'It never again spend valuable time wading through
a pile of back copies to find what· you're after!

* Only $ 150 per year.

Find your way to the facts!
Send in the coupon now!

I business insurance
1 New York: 220 East 42nd St., NY 10017 (212) 210-0167
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Imagination...
and theE*erience
to backit*

N.J. doctors face assessment

to pay malpractice fund's debt
Continued from page 2

About 280 New Jersey insurers,
licensed to write property damage
and liability insurance, were man-
dated to participate in the associa-
tion, said Hugh P. Francis, general
counsel of the association.

The association, governed by a
12-member board, wrote primary
insurance and reinsurance for

some 3,300 physicians, 450 podia-
trists and 60 hospitals, according to
Laura Sanders, director of con-
sumer affairs for the New Jersey
Insurance Department.

The reinsurance association was

disbanded last year when its board
of advisers decided that the medi-

cal malpractice insurance market
had reopened in the state, Mr.
Francis said. The reinsurance asso-

ciation is no longer issuing new pol-

We're known for solving brokers'
most difficult insurance problems.

Insurance and Reinsurance

of all types for unusual risks
requiring a creative approach.

Chicago Dallas

rS tewart Chicago. Ill. 60606 Dallas. Tx. 75247

125 South Wacker Drive 1430 Empire Central

(312) 236-7333 (214) 688-1051

Arnita 3200 Wilshire Blvd. 123 William Street

Los Angeles New York

Los Angeles. Calif. 90010 New York. N.Y 10038
Member Stewart Wrightson Group (213) 382-6201 (212) 964-2929

7*e Creative Link Between Insurers and Brokers

icies, b'ut it is still paying old
claims.

In the past 15 years, about 40
states have passed enabling legisla-
tion to permit the formation of such
associations as a safeguard in case
the voluntary market stopped writ-
ing medical malpractice coverage,
Mr. Francis said.

Of those 40 states, 17 actually es-
tablished associations, but five of
those associations, including New
Jersey's, have been deactivated.

When the New Jersey associa-
tion broke up in 1983, it was left
with the $42.1 million deficit-
$34.9 million from physician-re-
lated claims and $7.2 million from
podiatrist-related claims, Ms. Sand-
ers said.

The panel created by the insur-
ance commissioner will recom-
mend ways to spread an assessment
to pay off this deficit and measures
to reduce the frequency and cost of
medical malpractice claims, she
said.

For instance, the panel could rec-
ommend that all New Jersey physi-
cians and podiatrists be assessed the
same flat fee spread over several
years. Or, it could suggest that those
physicians whose specialities have
a higher risk factor, like neurosur-
geons and obstetricians, pay a
higher assessment.

The panel also could recommend
separating the two groups, so that
physicians would be assessed to
cover their $34.9 million portion of
the deficit, while the state's 519 po-
diatrists would pay a separate as-

sessment to cover their $7.2 million portion of the deficit.
If the two groups are separated,

the podiatrists would end up pay- 15
ing a higher per-person assessment,
Ms. Sanders said. This is because 
$7.2 million would be paid by only
519 podiatrists, while $39.9 million
would be paid by the state's ap- 1
proximately 13,000 physicians.

Health care practitioners are
questioning the fairness of as-
sessing all providers in the state.

There is "great opposition" to as-
sessing physicians who were never
covered through the reinsurance
association, said Peter Sweetland,
president of the Medical Inter-In-
surance Exchange, a physician-
formed insurance company in
Trenton.

"We think a surcharge (assess-
ment) is warranted. - .Who gets
the surcharge remains under dis-
cussion," he said.

The legality of assessing all prac-
titioners also is a factor to consider,
said the reinsurance association's
Mr. Francis.

"I think it's going to get more
complicated. . . .I wouldn't be sur-
prised if there will be litigation," he f
said.

"The situation (facing medical <
malpractice reinsurance associa- a
tions) generally speaking is not
good," said Peter Bies, president of
the Medical Malpractice Insurance
Assn., a physician and hospital in-
surer in New York.

For example, the Medical Mal-
practice Insurance Assn., New
York's counterpart to New Jersey's
deactivated reinsurance fund, has
assets of $250 million and liabilities
of $500 million, he said. i

Poultry processor
joins TRY program

WASHINGTON-The Occupa-
tional Safety and Health Adminis-
tration has approved the Horace W.
Longacre poultry processor in
Franconia, Pa., for the TRY pro-
gram. This is the first poultry pro-
cessor to be approved for a volun-
tary protection program.

TRY participants are exempted
from routine OSHA safety inspec-
tions. .



Everyone at Fireman's Fund
is working toward a new goal
for the company.

To make us the leader in the

insurance industry.
That means we intend to

be the best at everything we do.
Quoting rates faster. Issuing
policies sooner. Settling daims
quicker. And doing all of it
accurately.

To make that happen, we're
doing everything from install-
ing new computer systems,
to decentralizing our manage-

1 1

ment structure, to retraining our
staff. So far, these improvements
have cost us millions of dollars.

And we're planning to spend
a lot more.

But first, we want to hear
from you.

We want agents and brokers
to tell us what we're doing wrong,
and what we're doing right.

If you have a problem, take it
to your Fireman's Fund branch
office. In most cases, they can
handle it immediately. If, for some
reason, they can't, call our toll-free

Producer's Hot Line. It's staffed by
a team of trained specialists who
can solve any problem you have-
even if it means taking it straight
to our President.

For years, you've probably
wondered when insurance com-

panies would start listening to
agents and brokers.
This is your chance AA
to talk to one

that has.

FIREMAN'S FUND
An American Express Company

1-800-345-4003
9:00am to 5:00pm

We want to hear from you.
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Fireman's Fund relocates financial group
Fireman's Fund Insurance Cos. is

relocating i:s financial insurance
operation from Novato, Calif., to
New York in a move it believes

will genera:e additional business
for the unit.

Lewis L. Glucksman will become

executive vi of the financial insur-
ance group, which provides munic-
ipal bond insurance, note and lease
coverages and municipal bond
guarantees.

The move will give the group
better access to the financial com-

munity and opportunities through
another American Express Co.
unit, Shearson Lehman/American
Express, said William M. McCor-

markets

mick, Fireman's Fund chairman
and chief executive officer.

"Financial insurance is a rela-

tively new, but fast-growing and
profitable business," he said. "Lew
Glucksman's investment banking
experience, combined with our ex-
isting insurance expertise, give us
an important edge."

Transamerica
Transamerica Insurance Co. is

restructuring its U.S. agency opera-

t.or.s in an effort to work more

closely with clients.
The company, the major prop-

ert> / casualty insurance subsidiary
cf Los Angeles-based Transamerica
Corp., will replace its present
tranch structure with a network of

15 regimal offices.
"With this change, authority, re-

soonsibility and accountability are
clearly delineated," explained
Geralc A. Isom, president of the
company.

"That will mean the best man-

agement and most efficient opera-
t on pessible at the level closest to
our agints and customers."

The regional offices will be re-

...
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sponsible for branch offices and Mergers/acquisitionsother field facilities in their areas.

Charter affiliates

Metropolitan Life Insurance Co.
in New York has agreed to pay
Charter Co. $52 million in cash for
three of its life insurance subsi-

diaries at the time of the sale and

$32 million in five years.
The company said the group of

banks that holds a security interest
in the Charter units has agreed to
the sale. Final approval has to come
from state insurance departments
and the judge overseeing Jackson-
ville, Fla.,-based Charter's reorga-
nization under Chapter 11 of the
Federal Bankruptcy Code.

The three Charter Security Life
Insurance Cos., which weren't part
of the bankruptcy, are in New Jer-
sey, New York and Louisiana.

New salvage firm
A new company, Michael A.

Mentuck & Associates Inc. in

Salem, Mass., offers salvage and ap-
praisal services.

Michael A. Mentuck, owner of
the firm, said his company offers
assistance in reconditioning and
disposition of damaged property.
The firm will also provide loss-con-
trol consultant services.

The firm is located at 240 Canal

St., Salem, Mass. 01970; 617-744-
7813.

New ISU member

I. Berman Co. Inc. of Montgom-
ery, Ala., has joined ISU/Insurors-
Group, a franchise network of in-
dependent agents and brokers.

The Roy L. Geesey Agency and
the Arthur J. Glatfelter Agency,
both of York County, Pa., have
merged to form the Geesey, Glat-
felter & Zarfoss Agency Inc. The
new agency becomes part of the
Glatfelter Insurance Group and
will operate from its headquarters
at 183 Leader Heights Road, York,
Pa. 17402; 717-741-3868.

James & Co. Inc., an insurance
agency, has merged with INA/Na-
tional Insurance Associates and

will operate from the INA/Na-
tional office at 66 Route 17,
Paramus, N.J. 07652,201-845-6600.

New offices

National Risk Management
Inc. has moved its office to 2682

Bishop Dr., Suite 116, San Ramon,
Calif. 94583; 415-833-2530 (adminis-
tration), 415-833-2533 (legal),

Hospital Insurance Services
Inc., which underwrites hospital
medical malpractice and general li-
ability on behalf of Fremont In-
demnity Co., has moved to 1709 W.
Sth St., Los Angeles, Calif. 90017;
213-484-4676.

Fleming & Associates, a claims
administration firm in La Canada,
Calif., has opened a new office at
150 Cayuga St., Suite 15; Salinas,
Calif. 93902; 408-424-0410.

Bierly & Associates, a claims
administrator in South Pasadena,
Calif., has opened a new office at
720 Olive Way, Seattle, Wash.
98101; 206-223-1240.

Applied Risk Funding Ser-
vices is located at 25201 Paseo de
Alicia, Suite 104, Laguna Hills,
Calif. 92653; 714-770-9722. .

66 ...the great forces that are behind every detail."
Mark Dickson talks about The Structured Settlements™ Company

.

I /. -

, -1,/I,
5%*t

9 10 2'
+.

f ,

i
...

'

. .B

f U -
-1 9                                                                                                                                                                                                                                                           . r

.0 <Il -4 .f if -
4.4 - 4 .

A -
--

..

I .-- I - ./ *'1€9

e f

:- -

*

1'{=

*f

. 94 . 16;
1 4*d&*

.4 *

E :#4

4

f
f

-.p

1_

I -

f

A

Mark Dickson's appreciation of fine
detail serves him well in his work as

a Structured Settlements negotiator.
"Visiting cities around the country,
I always enjoy noting the small com-
plexities in the architecture of older
buildings. It is because of the atten-
tion to detail and the interaction of

many individuals that the world now
has so many magnificent structures."

Attention to detail is a quality Mark
shares with all his associates. "The

Structured Settlements Company is
interactive in a unique way. We work
closely to settle claims for the benefit
of all parties involved, not only with
the defense team, but also with each
other. It's this team approach that
assures our clients they'll always be
able to talk to someone familiar with

every detail of their case."
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5757 West Century Boulevard
ins Angeles, California 90045-0023
West Coast: 800-421-2022

In California: 213-642-1999
East Coast 800-237-6361
In Morida: 813-823-2666

OIAces in: las Angeles • San Francisco
St. Petersburg • New York • Cincinnati



Remember the kid in 6th grade
with allthe answers?

65

Back then you may have wanted to
throttle him or her for always having the
right information. Today, you need all the
information you can get, fast, accurate
information to keep you uplo-date on any
new changes. And Unionmutual's sales
team can provide it.

Our sales people are experts in
Employee Benefits. They have to be. Our
training, our expectations, and our criteria
are geared to maintaining a record high-
lighted by 8 years of LTD leadership.*
Unionmutual's experts can give you the
kind of help that can make your job easier.
They're one of the reasons we're known for
excellence in our full range of employee
benefits plans.

Give our experts a try. Ask a question
today.

If you're interested in more details
about Unionmutual's Employee Benefits
insurance, contact your local Unionmutual
sales representative or return the
coupon today.

*Employee Benefit Plan Review, April 1984

He's

working
forus.

Selling
Employee
Benefits.

I'd like to know more about Unionmutual's Employee Benefits plans.

Name

Company
Address

City
Telephone Number

Mail to:

State Zip

Unionmutual, Corporate Marketing
2211 Congress Street
Portland, Maine 04122

:Unionmutualt
7 b..pj® Putting employee benefits

in a whole new light.

Union Mutual Life Insurance Company, Portland, Maine 04122
Unionmutual Stock Life Insurance C6. of America,
Portland, Maine 04122 (All states except New York)

Unionmutual Stock Life Insurance Company of New York,
Elmsford, New York 10523 (New York State only)

8111/26/84 S.T.

1
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PBGC considers earlier premium payment
By JERRY GEISEL has been estimated at up to $600 -washington billion, Mercer-Meidinger said.

WASHINGTON The Pension

Benefit Guaranty Corp. is consid-
ering a plan to make large employ-
ers pay termination insurance pre-
miums earlier in the year.

The PBGC said last month it

may propose that premiums for
employers with 500 or more partic-
ipants in their pension plans be due
no later than 60 days after the close
of the plan year. Now, premiums
are due no later than seven months

after the end of the plan year.
"This amendment is needed to

bring the PBGC practice in line
with the collection practices of
other governmental programs and
typical insurance industry prac-
tice," the PBGC said.

Establishing new deadlines
would mean millions of dollars in

additional income for the PBGC,
since the agency would have more
time to invest the money.

Currently, the PBGC charges
employers with defined benefit
pension plans an annual premium
of $2.60 per plan participant. The
money is used to pay guaranteed
benefits to participants when plans
are terminated without enough
assets to pay promised benefits.

Employers who want more in-
formation about the proposed
change in the premium due date
may contact Renae Hubbard, Spe-
cial Counsel, PBGC, Corporate Pol-
icy and Regulations Department
(611), 2020 K St. N.W., Washington,
D.C. 20006; 202-254-6476.

Safer workplaces
Workplaces are becoming safer,

according to federal statistics.
The number of work-related

deaths declined last year to 3,100,
down from 4,090 in 1982, says a Bu-
reau of Labor Statistics survey.

The annual survey, which covers
employers with more than 10 em-
ployees, also found that the number
of workplace injuries dropped to
4.74 million last year, down from
4.75 million in 1982.

Other key findings include:
• Some 36.37 million lost work-

days resulted from work-related
injuries, up slightly from 36.11 mil-
lion in 1982.

• The number of injuries in-
volving lost workdays declined to
2.140 million from 2.141 million in
1982.

• Insurance, finance and real es-
tate had the lowest occupational
and illness rate: two per 100 work-
ers, unchanged from 1982.

• The construction industry had
the highest injury and illness in
1983: 14.8 per 100 workers, com-
pared with 14.6 in 1982.

• About 30% of the 3,100 job-re-
lated fatalities last year resulted
from car and truck accidents.

New pension agency
The Labor Department's Office

of Pension and Welfare Benefit
Programs has completed an 11-
month reorganization.

The OPWBP, which had been
part of the department's Labor-
Management Services Administra-
tion, now is a separate office re-
porting to the Secretary of Labor.

As part of the reorganization,
Alan Lebowitz, former assistant
administrator of the Office of Fidu-

ciary Standards, has been promoted
to deputy administrator of the
OPWBP. He and Morton Klevan,
the other deputy administrator, re-
port to Robert Monks, the adminis-
trator of the OPWBP.

Branches of the OPWBP and

their top officials include: Office of
Enforcement, Charles Lerner; Of-
fice of Regulations and Interpreta-
tions, Elliott Daniel; Office of Pol-
icy and Research, Richard Ippolito;
Office of Information Management,

Mervyn Schwedt; Office of Pro-
gram Services, June Patron; Divi-
sion of Fiduciary Interpretations,
Ivan Strasfeld; Division of Report-
ing and Disclosure, Howard Hens-
ley; Division of Exemptions, Peter
Straub; and Division of Research,
Walter Kolodrubetz.

Military benefits board
President Reagan has appointed

A. Haeworth Robertson, a manag-
ing director in the Washington of-
fice of benefit consultant William

M. Mercer-Meidinger Inc., to chair
a newly created board of actuaries
that will oversee financing policies
of the military retirement system.

...

Mr. Robertson, 54, who was chief
actuary of the Social Security Ad-
ministration between 1975 and

1978, will serve a 10-year term on
the three-member board.

Other board members are John

H. Grady, a partner in the actuar-
ial, benefits and compensation divi-
sion of Coopers & Lybrand in New
York, and Thomas P. Bowles Jr.,
68, a principal and advisory direc-
tor of Tillinghast, Nelson & War-
ren, an Atlanta-based employee
benefit consulting and actuarial
firm. Mr. Gray has a 15-year term,
and Mr. Bowles has a five-year
term.

The military retirement system
covers 3 million people on active or
reserve duty and pays monthly re-
tirement or survivors' benefits to

1.4 million people.
The system's unfunded liability

Tax status of benefits

Will Congress next year revise
the current tax-favored status of
employee benefits?

Recent statements made by some
key legislators suggest that em-
ployee benefits could be in for a
rough time next year.

Those suggesting tax changes
and their comments include:

• Rep. J.J. Pickle, D-Texas,
chairman of the House Ways and
Means Social Security subcommit-
tee: "While a great Ueal of good
comes from these (employee) bene-
fits, it must be recognized they also
cause a significant erosion of the
tax base. We cannot let business

and employees continue to have it

Your Clients
Will See

Provident Mutualk

Group Programs
Asa

Great Reflection
On You.

Pbiladelpbiak historic City Hall is rdected
by lbe Provident Mutual Buildin nelv borne of

Prorident M*,tualk corporate beadquarters.

both ways without Uncle Sam
being the loser."

• Sen. Robert Dole, R-Kan.,
chairman of the Senate Finance

Committee: "To the extent narrow-
ing the tax base causes pressure to
increase marginal tax rates, these
tax-free benefits will appear to be
free, because ultimately every tax-
payer will have to pay for them in
the form of higher taxes on the
portion of his compensation that is
subject to taxes."

• Rep Daniel Rostenkowski, D-
Ill., chairman of the House Ways
and Means Committee: The contin-

ued tax-'ree status of educational

assistance and group legal benefits
"should be considered. . .in the con-

text of a comprehensive examina-
tion next year of the exclusion of
statutory fringe benefits from the
income, wage and benefit bases." .

Provident Mutual Group Sales and Pension Offices
Atlanta Suite 990, 211 Perimeter Center Parkway, Atlanta, GA 30346 (404) 393-1300 • Baltimore/Washington Suite 408,20
Columbia Corporate Center, 10420 Little Patuxent Parkway, Columbia, MD 21044 (301) 598-4800 • Chicago Area Suite 240, 1100
Jorie Boulevard, Oak Brook, IL 60521 (312) 325-9222 • Dallas Suite 518, One Tkirtle Creek village, Dallas, TX 75219 (214) 526-4350
• Detroit Area Suite 204, 26200 Lahser Road, Southfield, MI 48034 (313) 354-5850 • Greensboro P.O. Box 10400, Greensboro, NC
27404 (919) 294-4240 • Houston Suite 102, 2121 Sage Road, Houston, TX 77056 (713) 621-7650 • Minneapolis Parkdale Plaza,
Suite 523 West, 1660 Highway 100 South, Minneapolis, MN 55416 (612) 546-8819 • New England Russia Wharf, 4 Central, 270
Congress Street, Boston, MA 02210 (617) 423-4283• New York Suite 700, 150 East 52nd Street, New York, NY 10022 (212) 759-0111
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Tax probe of Lloyd's syndicates continues
By STACY SHAPIRO

LONDON-The Inland Revenue,

Britain's equivalent of the Internal
Revenue Service. is continuing its
probe of Lloyd's of London syndi-
cates, Lloyd's Chairman Peter
Miller told members at Lloyd's an-
nual general meeting Nov. 7.

In April, the tax agency launched
an investigation of nearly 200
Lloyd's underwriting agencies to
see if back taxes may be owed by
members (BI, April 30).

Mr. Miller said that the Inland

Revenue has:

• Challenged some under-
writing agents' 1981 accounts,
which just closed under Lloyd's
three-year accounting system. The
names on the affected syndicates
have been given estimated tax as-
sessments for this year by the In-

london line

land Revenue and could be liable

for additional taxes.

• Turned down Lloyd's sugges-
tion to bargain a general agreement
on back taxes affecting all syndi-
cates, though Mr. Miller did not ex-
plain the contents of the agree-
ment. The Inland Revenue will ex-

amine each syndicate separately.
• Decided to review the tax im-

plications of various reinsurance
arrangements of the syndicates.

• Decided to review the tax im-

plications of syndicates' reinsur-
ance to close arrangements.

Under Lloyd's three-year ac-
counting system, reinsurance to
close lets syndicates carry out-
standing losses to future years.

"The Revenue has a right and a
duty to satisfy itself as to the valid-
ity of the sums of money involved,"
Mr. Miller said. "The problem of
adequate reserves for past liabilities
is critical for the whole insurance

industry."
Besides explaining the tax issue

to members, Mr. Miller also told
them that the Council of Lloyd's
will change its focus next year.

In 1985, the Council will focus
less on new regulations and more
on improving management of un-
derwriting agencies and the mar-
ket services Lloyd's requires.

Next July, Lloyd's will re-regis-
ter all underwriting agencies to
"ensure that within the agencies, a
satisfactory standard of manage-
ment" exists, Mr. Miller said.

Through re-registration, the
Council can make sure that all the

underwriting agencies meet the re-
quirements of the bylaw on under-
writing agencies passed in October.

Mr. Miller also said the Council

wants to improve Lloyd's claims
and policy handling in 1985, as the
market plans to move to an elec-
tronic computer system proposed
for the new Lloyd's building.

Lloyd's broker closes
A small Lloyd's of London bro-

ker that produced most of its busi-
ness from the United States is no

longer trading, after failing to meet
Lloyd's financial requirements.

Greenway Insurance Brokers
Ltd. voluntarily suspended itself
from trading Nov. 14, after it failed
to meet Lloyd's requirements re-
garding the solvency of brokers.

Lloyd's issued a statement that

Provident Mutual has just the right program
to mirror your clients' group insurance
needs - whether you're looking for Large
Case Medical, Life, III), Dental or Pension
plans.

Chartered in 1865, Provident Mutual has
earned an enviable reputation for strength,
integrity, and dependable service. Licensed
in 49 states and the District of Columbia, the

company has more than $ 14.5 billion of life
insurance in force and assets totaling over
$2.2 billion.

Provident Mutual's Group Division offers an
outstanding array of employee benefit prod-
ucts. Our Group Life and Health plans are
available on both conventional and alternate

funding bases, with cost containment op-
tions to meet the needs of the marketplace.
Group Pension investment and administra-
tive services are also available.

Why not call one of our group sales or pen-
sion offices listed below and ask to take a

look at the programs we can offer? We think
both you and your clients will be impressed
with what you see.

PR@991)I0IE#11 WGDFA

North & Central New Jersey Suite 301, 600 South Avenue, Westfield, NJ 07090 (201) 233-3400 • Northern California Suite
2475, 120 Montgomery Street, San Francisco, CA 94104 (415) 392-5117 • Orlando 3444 McCrory Place, Commodore Building, Suite
131, Orlando, FL 32803 (305) 898-3511 • Philadelphia Suite 1506, Ttvo Penn Center Plaza, Philadelphia, PA 19102 (215) 568-3930
• Richmond Suite 1116, 700 Building, 700 E. Main Street, Richmond, WA 23219 (864) 788-8141 • Southern California Suite 1510,
3250 Wilshire Boulevard, Los Ar.geles, CA 90010-1505 (213) 383-6000 • Mid-Atlantic Pension Office Suite 141, 111 Presidential
Boulevard, Bala Cynwyd, PA 190[4 (215) 667-5545 • Midwest Pension Office Suite 240,1100 Jorie Boulevard, Oak Brook, IL 60521
(312) 325-9222 • Northeast Pension Office Suite 700,150 East 52nd Street, New York, NY 10022 (212) 759-0111

Greenway executives indicated
certain irregularities "may have
arisen concerning the company's
account for periods prior to the ac-
quisition of the business in 1982."

A Lloyd's spokesman said that
before 1982 Greenway was owned
by Padway Holdings Ltd.

The spokesman said that Green-
way now is owned by its directors,
including R.A.H. Greenway.

A spokesman for Mr. Greenway
referred inquiries to Lloyd's.

Greenway has instructed ac-
countants Coopers & Lybrand to
investigate the company's accounts,
according to the Lloyd's statement.

Greenway's annual revenues are
about 200,000 pounds ($250,000), the
statement said. About 60% of its
business comes from the United

States, a Lloyd's spokesman said.
The Council of Lloyd's has as-

sumed authority for Greenway's
U.S. dollar accounts. Lloyd's is also
guaranteeing that any valid claims
under Lloyd's policies placed
through Greenway will be paid.

Members' bylaw
Lloyd's of London members' res-

ignations can only be effective at
the end of an underwriting year,
according to a new bylaw passed by
the Council of Lloyd's.

The move follows Lloyd's High
Court victory in a case involving
two former directors of Alexander

Howden Group P.L.C., Alan Page
and Jack Carpenter. The men, who
face disciplinary proceedings at
Lloyd's, had tried to resign their
membership, but Lloyd's said-and
the court agreed-that they could
only resign at the end of the year.

Lloyd's Council
Seven spots on the Council of

Lloyd's were filled during a recent
election.

The four new working members
of the Lloyd's Council are:

• Henry Roy Dobinson, director
of Robert Bradford (Underwriting)
Ltd.

• Richard Ballantyme, un-
derwriter for syndicates managed
by Sedgwick Forbes (Lloyd's Un-
derwriting Agents) Ltd.

• Peter Thomas Daniels, un-
derwriter for syndicates managed
by Lamber Brothers (Underwriting
Agencies) Ltd.

• Alan Parry, chairman of
Carter Brito e Cunha Ltd.

Three of the external members

on the current council were re-

elected. They are:
• Christopher Davidge, a land-

owner and director of several com-

panies, including Concrete Holding
P.L.C.

• Colin Baillieu, a business con-
sultant.

e Robert Elborne, consultant for
lawyers Elborne Mitchell & Co.

The new external member is

John Andrews, a retired banker.

No SEC for Britain

A Securities and Exchange Com-
mission for Britain's financial in-

dustry is not being considered by
the British government even
though the government is tighten-
ing its regulation of industry, a
Cabinet minister says.

"With all due respect to the law-
yers amongst us, we do not want to
impose a commission with a de-
tailed set of statutes and regulations
which would require you to have a
legal eagle at your elbow every
time you do business with each
other," said Alex Fletcher, minister
with responsibility for corporate
and consumer affairs for the De-

partment of Trade and Industry.
Instead, Mr. Fletcher feels the

government prefers to set up self-
regulatory bodies within the finan-
cial service industry. .
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A hospital can help cure people, but
only being at home can make them all
better.

With the right care, home can actually
quicken the healing process. It can also

work wonders for an employee benefits
manager.

At Connecticut General, a CIGNA

compan* we know that a critical part of
a benefits manager's job is to search for
ways to hold down costs.

Which is why we're actively encourag-
ing care at home as an alternative. When
we review cases in our Preadmission Cer-

tification Program, we're not only making
sure that hospitalization is necessar*
we're also looking to see if a less costly
setting for care is more appropriate.

But what good are alternatives if your
employees don't know about them?
That's why we have an employee educa-
tion program all set up. It helps employ-
ees realize their options, such as
ambulatory surger¥ preadmission testing,
and the wisdom of a second opinion prior
to surgery

And as they learn more about health
care alternatives, employees also realize
that a mending bone doesn't know if it's in
the hospital or at home with a visiting
nurse and a doctor's supervision.

There's a good deal more we can tell
you about this good deal. Just call your
broker. Or get in touch with a Connecticut
General representative. Or call Chip
Sharke¥ Marketing Vice President, at
(203) 726-8500.

Because when you're concerned
about the health of your compan* as well
as the health of your employees, there
may be no place like home.

Connecticut General Life Insurance Company
a CIGNA company

CIGNA
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Automate your loss reports.
Sound risk management requires

sound loss reporting. But paper loss re-
ports can be time-consuming to receive.
Difficult to retrieve. And extremely bulky
to store.

Unless you have "SAILOR On-
Line."SM The Travelers new automated

loss reporting system puts loss analysis in-
formation where you want it, when you
want it. At your fingertips. At your
convenience.

So instead ofwaiting weeks, or even
longer, for a paper report to be transmit-
ted by mail, all you have to do is call up
the information you require on your
terminal screen.

And in doing so, SAILOR On-Line
lets you create your own loss reports. Just
select one ofa variety of ready-to-use for-
mats and then define the data to be included.

Push a button and SAILOR On-Line
does the rest. Because there's no program-

ming required.

To:

The Travelers

One Tower Square
Hartford, CT 06115

Att:

Linda Sundram

What more could you ask for? Well
how about greater flexibility? With
SAILOR On-Line, risk managers can
mix and match the variables mentioned

above to pinpoint trouble spots and help
you allocate loss prevention resources, cre-
ate a large-loss exhibit (even by division),
monitor cash flow needs by totaling paid
losses only, and more. Much more.

Yet another important feature is Claim
Inquiry. This function allows a risk man-
ager access to current (no more than one
day old) claim details. With it, you can
follow particular claims throughout their
life cycle. And immediately get the facts
you need to make a decision. Support a
decision. Even develop a decision. On a
day-to-day basis.

But perhaps the ultimate benefit pro-
vided by SAILOR On-Line is control.
Our Census Update feature helps prevent
errors by letting you correct inaccuracies
that appear in your loss coding informa-
tion. Without resorting to expensive
phone calls and/or time-consuming
correspondence.

In fact, in its practical, everyday ap-
plication, SAILOR On-Line should help

Please send me full details concerning the SAILOR
On-Line system.

NAME

COMPANY

ADDRESS

CITY STATE

PHONE

ZIP

--1

risk managers to substantially reduce, and
perhaps even eliminate, the need for paper
reports.

Finally, ifyou're concerned about
cost, don't be. As you're aware, for state-
of-the-art risk management, a state-of-
the-art loss reporting system is a necessary
expense. But it doesn't necessarily have to
be expensive. In fact, after you've talked to
us, we think you'll be pleasantly surprised.

Avoid the paper chase. With SAILOR
On-Line.

For full details, contact: Linda

Sundram, Risk Management Information
Services, 10 MN, The Travelers, One
Tower Square, Hartford, Ct. 06115. (203)
277-6943. Or send us the coupon below.

Then, the next time you need to
check your facts, you won't have to check
your mail.

Resources to turn data into information.
People to heip turn information into action.

TheTravelersj
The Travelers Indemnity Company
and its Affiliates

Hartford, Connecticut 06115
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TREATING MEDICARE'S ILLS
Employers must make views heard as Congress weighs options

By William J. Arnone

vvHILE CONGRESS has just tinkered with a smallpart of Medicare's problems in the Deficit Reduction
Act of 1984, there are strong indications that interest and
attention in the political arenas are rising to a level that
matches the seriousness of the program's ills and the need
for a comprehensive, long-term cure.

 The 1985 legislative agenda most likely will find
Medicare near the top. Congress may remain content,
however, with more piecemeal efforts and wait until the
latter part of the decade to come up with a comprehensive
remedy, perhaps under emergency conditions.

Employers as well as current employees and retirees
have a large stake in the effort to keep the Medicare
program solvent. Solutions no doubt will reflect the
apparent success of the 1983 Social Security Amendments
formula-something to offend almost everyone. Indeed,
some members of Congress are suggesting the convening
of another bipartisan commission to reform Medicare,
modeled after the National Commission on Social Security
Reform.

This balancing act could tilt the wrong way if employers
do not examine carefully and articulate clearly to
Congress the possible ramifications of proposed changes in
areas that might not be immediately obvious.

The 1984 annual report of Medicare's trustees indicates
that under intermediate assumptions, the Medicare Part A
(hospital insurance) trust fund will run out of money in
1991 if no action is taken. By 1995, the fund will have a
deficit of more than $200 billion. According to the
Medicare trustees, either the fund's outlays must be cut by
32% or revenues must be increased by 48% to restore the
Part A trust fund to a sound fiscal footing over the next 25
years.

The Medicare Part A trust fund, which is financed by
Social Security payroll taxes, has in the past maintained a
significant surplus. However, in recent years the Part A
fund has come under great pressure, because of seven
factors:

• Unprecedented escalation in health care costs.
• Expensive health care technology.
• Increased numbers of Medicare enrollees.

• Increased longevity of older individuals.
• A growing volume of covered services.
• Substantial loans to the Social Security Old Age and

Survivors Insurance trust funds.

• A reduction of the payroll tax rate allocated to
Medicare between 1974 and 1978.

Expenditures under Medicare Part B (medical
insurance) also are escalating rapidly.

It was originally the intention that the premiums from
voluntarily enrolled eligible individuals would finance
approximately one-half of Part B costs. However,
inflation, political pressure and legislative changes have
resulted in nearly 75% of the cost of Part B being provided
through general revenuesfrom the U.S. Treasury.

The wide variety of solutions that have been proposed
can be grouped into eight categories. These categories are
interrelated and overlap. Yet, each category of solutions
has potential problems for employers and their benefit
plans.

Cost controls on providers
This solution seeks to curtail the growth of outlays by

limiting the amounts that Medicare reimburses providers
of health services. A major step in this direction has
already been taken with the establishment of a
prospective payment system for hospitals based on set
reimbursement schedules for diagnostic-related groups of
services, or DRGs. '

The most significant current example of this type of
solution is legislation that was introduced by Sen. Edward
Kennedy, D-Mass., and Rep. Richard Gephardt, D-Mo.
Called the Medical Solvency and Health Care Financing
Reform Act of 1984, the bill would address Medicare's
problems through a two-phase comprehensive
cost-containment system that would neither increase
payroll taxes nor raise out-of-pocket expenses for
beneficiaries. Instead, this bill would build upon the DRG
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system forhospitals and gradually extend it to all
providers of health services.

The bill's sponsors estimate that the measure would
save Medicare about $1 trillion through 2005. The sponsors
plan to reintroduce the measure in the next session of
Congress.

A more limited cost-control approach is one of the
recommendations of the 1982 Advisory Council on Social
Security. The council recommended that the secretary of
health and human services further limit any annual boost
in DRG rates by eliminating an extra increase for
technological advances. From 1988 through 1995,
according to the council, this proposal would save the Part
A trust fund nearly $35 billion.

In DEFRA, Congress has taken further steps in the
direction of controlling costs. These steps include limiting
(somewhat) future increases in DRG rates; freezing the
level of payments to physicians under Part B's
"reasonable charge" system until Sept. 30, 1985; instituting
an elaborate system of price monitoring and sanctions to
prevent physicians from increasing their charges to
Medicare patients; and establishing incentives to
encourage doctors to accept assignment, under which they
agree to bill patients no more than the difference between
Medicare's benefit payment and its approved charge for
all Medicare services.

A major problem with this type of remedy, however, is
that it runs the risk of shifting the costs of health care
from Medicare to individuals and private payers, like
employer health care programs. DEFRA's price controls
already have been criticized as unworkable and possibly
counterproductive if they result in lower rates of
physician participation in Medicare.

The Kennedy-Gephardt bill, or similar measures, would
attempt to control costs in both the public and the private
sectors. Whether it actually would curtail cost-shifting is
questionable.

Cost sharing by beneficiaries
This solution seeks to increase the share of costs paid by

Medicare beneficiaries through higher deductibles,
coinsurance and premiums. These changes would result in
considerable Medicare savings, but would also increase,
perhaps substantially, out-of-pocket costs for
beneficiaries. To the extent that employer-provided
health care plans for retirees are integrated with
Medicare, this solution would increase expenses for
employers.

Greater cost-sharing can take different forms,
including: , . - ./ - -) ...

e Higher deductibles and coinsurance payments under
Part A.

't

h

• Introducing a premium under Part A.
• Higher deductibles and coinsurance payments under

Part B.

• Higher premiums under Part B.

Greater cost-sharing in the form of increased
deductibles and coinsurance payments by beneficiaries
under Part A would directly affect only the
approximately one out of four Medicare beneficiaries who
is hospitalized during a year; most of these are over age 75.

On the other hand, greater cost-sharing in the form of
higher premiums or deductibles for Part B coverage or, as
some have suggested, the introduction of premium to help
finance Part A, would spread cost-sharing more widely.

Increasing premiums would affect all Medicare
enrollees, since they would have to pay these premiums,
whether or not they receive Medicare-covered services.

Virtually all Medicare enrollees also would have to pay a
higher annual Part B deductible, since nearly all have
covered medical expenses each year.

Similarly, raising beneficiary coinsurance payments
under Part B, which are currently 20% of Medicare's
approved charges, would affect the great majority of
Medicare enrollees.

In DEFRA, Congress has changed the formula for
determining Part B premium increases with the likely
result that future premiums will be higher for enrollees. It
is estimated that Part B monthly premiums will be $19.10
in 1986, or 8% higher than under the previous formula,
and $21.30 in 1987, or 14.5% higher.

The Reagan administration appears to favor this type of
solution to Medicare's crisis. The administration has

proposed coinsurance payments of $28.50 per day for the
second through the 15th day of hospitalization in a
Medicare benefit period and $17.80 per day for the 16th
through 60th day, but no coinsurance thereafter.

Under current law, after a deductible of $356 for the
first day of hospitalization, a Medicare beneficiary pays no
coinsurance charges for the second through 60th day.
From the 61st through the 90th day, Medicare patients pay
$89 per day. For a single lifetime extension of benefits,
from the 91st through the 150th day, they pay $178 per

Continued on nezt page

William J. Arnone is a benefits
consultant with Buck Consultants

Inc. in New York.
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Employers should make views on Medicare heard
Continued from preced:ng page Under coordination of benefits, this leads order to attract Medicare consumers. FICA payroll tax rate paid by employees
day These coinsurance amounts increase to a direct increase of $256.50 to the While variations of this solution often and employers to finance Part A
automatically each year employer's plan Lesser increases would require exposing beneficiaries to increased A variation on this theme is offered by

The Reagan administration's Medicare result in other approaches. costs, its fundamental element usually is those who would maintain the payroll tax
proposal would affect employer group The impact of this proposal on the three the introduction of a voucher system for rate as currently scheduled, but either
health plans that coordinate with types of employer plans is the elderly and disabled The 1982 reallocate more of it toward the Part A
Medicare on one of three bases • A COB plan would pay $876 in Advisory Council, for example, trust fund or widen the definition of wages

• Coordination of benefits basis The benefits under the current law and recommended the introduction of a subject to payroll taxes.
employer plan pays the lesser of normal $1,132 50 under the Reagan proposal. voluntary voucher system modeled after Other tax sources also are often pointed
plan benefits or the amount necessary to • Equivalency would pay nothing the current Federal Employees Health to, such as more general revenue
pay 100% of expenses under the current law and $182.50 under Benefits system A voucher system would appropriations, a surcharge on personal

• Equivalency basis The employer the Reagan proposal. reward Medicare enrollees with lower income tax to be diverted to Medicare or

plan pays whatever amount is necessary to • A carve-out plan would pay $620 80 out-of-pocket costs if they were able to increased excise taxes with proceeds
provide the Medicare-eligible individual under the current law and $826 under the obtain lower-priced care or private earmarked for Medicare

with the same total benefit as an employee Reagan proposal. insurance in the health market. In light of the planned increase in the
who is not eligible for Medicare Solutions that would increase The Advisory Council also favored Social Security payroll tax rate as well as

• Carve-out basis The employer plan beneficiary cost-sharing could have taxing employees for employer past increases, there probably will be
deducts Medicare benefits from the total significant implications for employers. contributions to health care plans above a much resistance to increased payroll taxes
covered charges and then applies normal Many employers could find themselves certain level In theory, this could to help resolve the Medicare crisis.
plan benefits to the balance faced with either freezing their pickup of encourage employees to shop around" for Employers may have to guard against

In this example, the employer health Medicare deductibles and coinsurance lower-cost care and thus help control the attempts to raise the employer payroll tax
plan has a $100 deductible, then pays 80% payments, therefore risking retiree increase in health care costs in the private rate but not the employee rate Increases
of the first $10,000 and 100% over that dissatisfaction over higher out-of-pocket sector and, by extension, for Medicare in general revenue appropriations would
amount The individual is hospitalized for costs, or shouldering more of the financial There is currently little support among accentuate an already unprecedented
10 days at $185 per day for room charges, burden Attempts to strike a balance will employers or employees for taxing any federal deficit, unless offset by reductions
plus $1,500 in extra hospital expenses The involve health plan redesign and more portion of employer contributions to in other federal expenditures
surgeon's fee is $1,000 and is considered administrative complications health care plans, which is another option
reasonable and customary by the that Congress may consider. Furthermore, Eligibility delays
employer plan, but Medicare Part B Enhancing competition lt lS far from clear that this approach will This solution would delay the age of
recognizes only $600 as an approved This solution attempts to rely more on actually control Medicare costs. eligibility for Medicare, thus shortening
charge In this example, the annual Part B free-market mechanisms to reduce the period of Medicare coverage The
deductible of $75 had been spent Medicare outlays Proponents would build Tax increases Advisory Council favored this approach It

The employer plan benefits would be incentives into Medicare for beneficiaries This solution would raise taxes in order
recommended that, on a phased basis, the

$3,400 for an active employee to either reduce unnecessary use of health to generate additional revenues for age of eligibility for Medicare be raised to
Under current law, Medicare would pay services or shop around for lower-priced Medicare It would result in taxpayers 67 from 65 It urged a much faster

$3,474 out of the total bill of $4,350 Under care Ideally, this would introduce more paying more in order to finance health timetable than the gradual increase in the
the administration proposal, Medicare competition among hospitals and doctors costs for Medicare beneficiaries

age of eligibility for unreduced Social
would pay only $3,217.50, or $256 50 less to provide services more economically in Proponents would typically increase the Security retirement benefits enacted into

law by the 1983 Social Security

Punitive award not due in coverage dispute Amendments. The council added that the

eligibility should be further increased
after 1990, according to future increases in

The purpose of awarding damages for
breach of contract is compensatory, not legal briefs idiopathic factor caused the fall. Hence, life expectancy

the court said the fall was compensable This approach deals head-on with one
punishment, and only in cases involving a Phil A Livestey us Russ, Supreme Court aspect of the demographic cause of
particularly aggravated, willful breach wrongdoer and to deter others from acting of Oregon, Nov. 15, 1983 (BI/02/D -$5). Medicare's condition by reducing in the
will punitive damages be awarded, a in the same way as the wrongdoer" The future the number of years of coverage for
federal appellate court ruled court said an insurer is liable in tort for a Bad advice is not advertising eligible individuals Of all the council's

On March 25, 1980, Aetna Casualty & willful, malicious, bad-faith refusal to pay Allegedly bad advice given by a bank to recommendations, this is the big-ticket
Surety Co. issued an insurance policy to only a vatid claim Since there was a valid, a customer about a proposed business item. If implemented exactly as suggested,
Norman's Heritage Real Estate Co legitimate dispute over coverage, resort to transaction was not covered by an the council estimated it would save the
providing coverage of $9,000 for damages a Judicial forum to settle the dispute did insurance policy for "advertising injury," Part A trust fund almost $75 billion
or loss to equipment and furnishings from not constitute per se bad faith or unfair the Supreme Court of New Hampshire through 1995 The Part B trust fund would
fire as well as loss of business earnings dealing on Aetna's part, the court said ruled. also reap nearly $5 billion in savings
resulting from business interruption On Norman's Hentage Real Estate Co. us The First Bank & Trust Co. was insured Suggestions to delay eligibility are
Aug 4, 1980, a fire in an adjacent building Aetna Casualty & Surety Co, U.S. Court of by New Hampshire Insurance Group controversial Many interest groups are
spread to Heritage's property, causing a Appeals for the 10th Circuit, Jan 27,1984 under a policy that included coverage certain to object to raising the age at all
near-total loss. There was no dispute over (BI/01/D -$5). against "personal injury or advertising Others, who might accept the argument
the evaluation of the property loss, as the injury. arising out of the conduct of the that average life expectancy since

 actual loss exceeded the coverage But, the Unexplained fall compensable named insured's business." Subsequently, Medicare's inception in 1966 has increased
parties disputed the loss of earnings An unexplained fall on an employer's the Gardners sued First, claiming a breach enough to Justify a higher eligibility age,
Heritage sought $51,160 for interruption of premises during working hours while an of contract for failing to give proper will strongly oppose placing Medicare
business and $100,000 in punitive damages employee was performing required duties advice regarding their purchase of a eligibility out of line with Social Security's
for Aetria's willful and intentional failure was compensable if the employee showed business They also claimed the bank had normal retirement age
to pay a valid claim. The trial court it was not caused by idiopathic factors, the acted negligently in the giving of the Indeed the council's basis for decoupling
allowed recovery of $22,500 for business Supreme Court of Oregon ruled advice and assistance the age of eligibility for Medicare from
interruption but denied a jury award of Peter Russ had finished a full eight-hour First submitted the claim to the that for Social Security is shaky It pointed
$10,000 for punitive damages shift sorting onions on a production line for insurer, which denied coverage First to the growing number of people receiving

The appellate court said punitive his employer, Phil A Livesley & Co. He was then brought suit to determine if the Social Security benefits between ages 62
damages are not compensatory but to walking down a crowded aisle to a time Gardners' claim was covered under the and 65, despite having to wait until 65 to
punish a party whose action is malicious, clock to punch out when he unaccountably policy The trial court ruled in favor of receive Medicare's protection.
reprehensible and intentional 44The fell and broke his right hip While crowded, the insurer The council overlooked the role of

principal purpose of the award of punitive the area was free from any substance that The appellate court agreed that the employer-provided health insurance
damages," the court said, "is to punish the would account for a fall. Also, Mr Russ insurer was not required to cover the coverage for retirees to fill the gap in

denied getting dizzy or losing consciousness. claim, saying the mere explanation of health care protection until Medicare
He filed for benefits The employer and bank services to the Gardners in a private coverage begins It did not consider what
insurer denied hability However, the office could not be considered proportion of people who apply for Social

These abstracts were prepared by Workmen's Compensation Board allowed "advertising," and that an alleged failure Security retirement benefits before age 65Cases Unhmited Inc. A copy of an en- benefits on the part of the bank to provide an do so without the protection oftire decision may be obta:ned by send-
On appeal, the employer said that an advertised service did not result in an employer-based health insurance.ing a check for $5 made out to Cases

unexplained fall was non-compensable. 44

Unlimited to Business Insurance, 740 advertising injury" under the insurance Furthermore, those who do not apply for
N Rush St., Chicago, Ill 60611 List The court said Mr Russ' accident occurred policy First Bank & Trust Co us Social Security until age 65 might include
the number for each opinion during the course of his employment, as he New Hampshire Insurance Group, many who could least afford additional

was required to walk to the clock to punch Supreme Court of New Hampshire, Dec. 30, delays in Medicare eligibility
out The court also was satisfied that no 1983 (BI/03/D.-$5) Continued on page 24
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Construction creates special loss exposures
By the Insurance Institute of America Ii-* * 1,* ,. 1 ** 50tkN'.%*«,6 .,r„*." - ..,:,„* .. 00.*u, inspection of materials and detailed monitoring of the+ " - /-1/"2/4,0 '

2.7 Al': # S. .4 *. construction process, using both blueprints and building

The following question and answer ts drawn from the ** ... •.. codes as guidelines, to assure that no implied warranties of

curnculum for the Associate in Risk Management 4 +4:+40., workmanship or materials would be breached.
destgnation awarded by the Insurance Institute of ld, 4. . ,*r.04 Second, proper operating procedures should include
Amenca They represent the types Of questions asked, and , V,.-.t , 5 diligent adherence to both Occupational Health and Safety

r.  .-*- 4:. " :. i Z . 89:rpossible answers to, the three ezaminations for the Administration standards and local and state statutes

Associate in Risk Management designation regarding work safety in order to minimize the exposure

Construction projects involve special toss eposures. not to fines, penalties or injunctions that might stem from

only for the building owner, but also for the contractor. U.1 exercises violation of these federal, state or local statutes.

This week's question focuses on some options beyond Third, the personnel in charge of construction should be

insurance through which the contractor can deal with aware of potential sources of environmental pollution

some Of these exposures with the construction of a particular building can be arising from the project and should regularly monitor the -
minimized through. construction activity to make sure that all applicable

Q: Constructing a building exposes a building 1 Proper operating procedures and quality controls. regulations are followed.

contractor to property and liability loss exposures while 2. Provisions of the construction contract between the All three of these generally uninsurable liability loss

the building is under construction and to additional contractor and the entity for which the building is being exposures could be controlled by following some
liability loss exposures after the building has been constructed. generally sound operating procedures. These procedures

completed Insurance is not generally available to cover include carefully selecting employees and

adequately all these property and liability loss exposures • Three property or liability exposures for which subcontractors; hiring a safety director to issue guidelines

facing a contractor. This unavallability of insurance the contractor generally could not purchase insurance are for, and to constantly monitor, the construction process,
protection increases the importance of effective risk liability for breach of implied warranties of workmanship and using a critical path method to schedule construction

control measures for a building contractor or materials, a loss exposure that may require the work to assure its timely completion in conformity with

• Briefly describe three property or liability loss contractor to rebuild, at its own expense, portions of the the construction contract

exposures arising out of the construction of a building for structure that do not comply with these warranties, 2 In the contract with the landowner, the building

which a building contractor generally cannot purchase liabilities or fines or penalties imposed under local, state contractor could reduce its exposures by, first,
insurance or federal safety statutes, and liabilities for environmental transferring, in as clear a wording as possible,

• Describe in detail how three property or liability loss pollution, which may give rise to both civil suits and responsibility for these loss exposures to the landowner,
exposures that a building contractor faces in connection criminal penalties for violations of statutes or regulations second, including in the contract the force majeure clause,

designed to protect the environment. (Note: While these which would excuse the contractor from completing the
three exposures focus on liability rather than property construction prolect if a significant change in conditions of

The sample questions and answers used in this col-
losses, an appropriate answer could be confined only to applicable laws made the performance of the contract

umnaTe taken from the Associate in Risk Manage-
property loss exposures or could mix both property and impossible; and, third, barring landowner from bringingment designation curriculum of the IIA. For more

information on the content Of the A.R.M. program, liability loss exposures.) suits against the subcontractors (and, therefore, indirectly

write Dr G L Head, Vp, Insurance Institute Of • 1 One set of proper operating procedures and quality against the primary contractor) for any losses for which
Amenca, P.O. Box 314, Malvern, Pa 19355 controls that could help minimize these three generally the landowner has agreed to relieve the primary

uninsurable liability exposures would involve careful contractor .

Employers should make views on Medicare heard
Continued from page 22 costs for low-income elderly For all other have to give employees under age 65 the reimburse employees for Part B

Faced with delays in Medicare beneficiaries, Medicare would provide full option to make the employer group health premiums.
eligibility, employers may respond by protection against catastrophes like plan, rather than Medicare, the primary Another version of this solution would

continuing coverage to retirees for the chronic or terminal illness, long-term coverage for their spouses age 65 through accompany the catastrophic insurance
per·iod of the delay, thereby bearing the nursing home care or high-technology 69 approach as offered by Mr Drucker. Each

full brunt of cost-shifting from Medicare treatment, most of which have higher The Advisory Council recommended an Medicare beneficiary's cap on total

Or, they main maintain current coverage occurrence probabilities with advancing extensive study of the coordination of out-of-pocket health expenses would be

only up to age 65, leaving older retirees on age and can ruin a patient financially Medicare with employer-sponsored group related to income level In his proposal, for
their own to obtain health insurance until While these approaches would target health insurance with respect to spouses of example, annual health care expenses

they are eligible for Medicare. A third Medicare dollars more toward long-term Medicare-entitled employees above a fixed 15% of pretax income would i

option could be to continue coverage for care at the expense of Medicare's current Direct cost-shifting clearly increases be paid in full by Medicare

retirees, but require them to pay more of concentration on acute episodes of illness, employer costs Employers must be Any type of means test solution to
the costs. others would expand Medicare coverage in particularly on guard against attempts to Medicare is likely to generate intense

a different direction, namely preventive make the employer plan primary for opposition In this case, employers are

Catastrophic coverage and diagnostic services. They argue that retiree health coverage. Both TEFRA and likely to have to pick up health care

This solution would alter the thrust of Medicare's lack of coverage for these types DEFRA may have opened the door to this expenses for retirees who qualify for

Medicare's benefit package by increasing of services may discourage preventive in the near future. lower benefits under a means test.

its protection against long-term illnesses care and early treatment, thereby leading The 1982 Advisory Council, for

that can wipe out a lifetime of savings, in to greater costs of care in the long run. Means test approaches example, flatly ruled out any

return for decreasing Medicare's role in A catstrophic approach may make sense, This solution seeks to apply consideration of financial criteria as a

short-term hospital stays but it may well result in shifting much of conditions-eligibility, cost-sharing or measure of Medicare eligibility Apart

It would therefore shift Medicare's the cost of non-catastrophic illness to levels of Medicare coverage-upon some from philosophical objections to the

responsibilities under Part A away from employers. test of a beneficiary's ability to pay for introduction of a means test in a "social

full coverage for hospitalization for the health care insurance" program like Medicare,

great majority of beneficiaries toward total Direct COSt-ShiRing For example, replacing Part B arguments against this solution also rest on

coverage for catastrophic care on behalf of Under the Tax Equity and Fiscal premiums with a new health insurance tax practical grounds
the relatively small percentage of Responsibility Act of 1982, employers must has been urged by Karen Davis and Diane For example, many would question

beneficiaries needing such care This offer their employees aged 65 through 69 Rowland of Johns Hopkins University. whether a previous year's income, either

solution also could increase costs for most the option of selecting the employer's Under their plan, while eligibility for gross or aftertax, is an appropriate

beneficiaries and for private health plans group plan as their primary health Medicare would continue to be based on indicator of ability to pay for a current

that are integrated with Medicare. insurance. If employees choose, Medicare age, beneficiaries with higher annual year's health costs. Other assets or

One catastrophic care model has been becomes the secondary payer Employers incomes would have to pay more for Part financial resources may be more valid
put forward by Peter Drucker of the may not supplement Medicare, so most B coverage. This new tax would be levied measures of means, but evaluating and
Claremont Graduate School in Claremont, eligible employees choose to make the on a sliding scale according to income. monitoring these could be an

Calif His plan would require every employer plan primary Low-income beneficiaries might pay less administrative nightmare.

Medicare beneficiary to pay in full for The change, effective since Jan. 1, 1983, than they currently pay in Part B
health care expenses up to a certain can result in major cost increases to premiums

percentage of pretax income. Health care employers with a substantial number of Others have suggested that Part A The Perspective sectzon, which is a
expenses above this figure would be paid active employees over age 65 It represents coinsurance amounts be higher for forum for readers' opinwns, is com-
in full by Medicare. another type of solution for Medicare's Medicare beneficiaries with higher pited and edited by Copy Editor Abson

"Catastrophic illness Medicare," financial crunch-directly shifting costs incomes Either soluton could result in Kittrett She can be reached at 312-

according to Mr Drucker, would provide from Medicare to employer health plans. higher costs for employer plans that pick 649-5262.

virtually full reimbursement of health Under DEFRA, employers will also up Part A co-payments for retirees and/or
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Experts cite causes, solutions
for problems in court system
Continued from page 3
there is no coverage, there is no re-
covery."

With this in mind, Mr. Horvitz
said, "One of the messages I have
tried to convey to the California
Supreme
Court over

the past sev-
eral years is
that the in-

surance in-

dustry is a conduit and not a cornu-
copia. The burden placed on the in-
surance industry is paid by the
insuring public. You increase liabil-
ity, you increase premiums and in
some cases you get consequences
sufficiently adverse that the court
will stop, will pause and will say
that 'we are not going to take this
additional step further.'"

Mr. Horvitz cited the California

Supreme Court's decision several
years ago not to create a new cause
of action for loss of consortium be-

tween parents and children, a deci-
sion not based on the law but on
"hard economics."

The court was convinced that if

it created this new cause of action,
"it would flood the courts beyond

Exciting Group Workers'
Compensation Programs

RECREATIONAL MARINE INDUSTRY GROUP...

for marinas, boat dealerships and all allied segments of the industry;
program includes U.S.L. & H.

SECURITY INDUSTRY GROUP...

for security guard, detective and patrol agencies, burglar & fire alarm
monitoring, sales & installation.

Cover X has long advocated the use of mass purchasing power to reduce
insurance costs and create a stable market.

Both programs are now underwritten by Cover X on behalf.of major A+ XV insurance carriers and
are available in most states.

Be the competition . . Come to CoverX.

For further information or applications call or write .

OVER CORPORATIO
P. 0. Box 5096, Southfield, Michigan 48086
Telephone: (313) 358-4010 Telex: 23-5635

the point the courts could manage
and would so enhance the adminis-

trative costs of disposing of small
claims that there was no offsetting
compensating benefit that would
outweigh that burden," he said.

In two cases attacking as uncon-
stitutional aspects of the 1975 Cali-
fornia medical malpractice law, the
law was upheld, "again. because
the economic impact of increasing
liability was actually dislocating
the delivery of health care services
in the state," Mr. Horvitz said.

Judges are generalists, Mr. Hor-
vitz stressed. "The court lacks the

collective background to deal with
insurance law and the economics of

insurance. Frequently when they
decide cases, they don't know what
the impact of that decision is going
to be when it gets out on the streets.

"Our job-my job-is to educate
the courts to the practical implica-
tions of what their decisions will

be. I have found that if you go to
the courts with a simple, clear and
direct explanation, they will lis-
ten.

"In all these cases, I find that ar-

guing case law or arguing the logi-
cal implications of the prior deci-
sion are really not right. At the Su-
preme Court level, policy consider-
ations, hard

pragmatic con-
siderations, are

much more per-
suasive," he said. 1%

The insurance .95

industry, how-
ever, is not as

organized in
presenting its
views as the

plaintiffs' bar, Mr. Horvitz

Mr. Horvitz said.

"Frequently when we go out for
amicus curiae support, it is tough
finding it. The plaintiff's bar in
California is brilliantly organized.
They are in with amicus briefing in
every major case. They do a splen-
did job. The defense side is a lag-
gard in that regard."

Mr. Graham, a lawyer who re-
ports on legal issues, was more pes-
simistic in his assessment of the fu-

ture of the civil justice system than
Mr. Horvitz.

The legal system is bringing
within its decison-making process
ever larger and wider areas of
American life but, at the same time,

it is failing to provide a decision-
making process that is effective,
expeditious and cheap, he said.

There are two main problems,
according to Mr. Graham: "There
are too many lawyers, and those
closest to the legal system like it as
it is."

Lawyers like the system the way
it is because it increases their fees,
and judges like the system the way
it is because it preserves their inde-
pendence, power and prestige, Mr.
Graham said.

In 1960, there was one lawyer for
every 630 Americans; now there is
one lawyer for every 390 Ameri-
cans, Mr. Graham pointed out.
While no one can prove that the in-
creasing number of lawyers adds to

litigiousness, a growing number of
people are convinced that it does,
Mr. Graham said.

Supporting this conclusion, he
noted the number of lawsuits has

increased with the number of law-

yers. The number of civil cases
filed between 1978 and 1983 in-

creased 20%, or an average of 4%
per year, while the population
grew at a rate slightly slower than

2%, Mr. Graham
said.

"The problem 4
with the prob-
lem of too many
lawyers is that
no one is in

charge," Mr.
Graham contin-

ued. "And I am

not optimistic
Mr. Graham about any

change in the ]
trend in that area any time soon." %

The legal profession does not 1
control the number of lawyers, nor
does it control the number of law

schools, he said.

Slight decreases in the number of 
law school applicants in the last
two years is not yet a significant
trend, either, he said. The number

of law school applicants is far
larger than the number of available
spots, so there would have to be a
far greater decrease in applicants
than seen so far for it to result in

fewer than 35,000 new lawyers en-
tering the marketplace each year,
Mr. Graham said.

"I fear that the increased scram-

ble for the client dollar, which is

inevitable, is going to make the
legal profession less willing to take
steps for reform of the system in
ways that appear to threaten their
fees and their livelihood in the

short term," Mr. Graham said.
A letter from the New York ,

State Trial Lawyers Assn. soliciting
new members proves his point, he
said. In the letter, the assoeiation

warns that bills in the state Legisla-
ture dealing with such issues as no-
fault, a limitation in malpractice
suits, contingent fees and product
liability "chip away at the rights of
New York state citizens and your
practice."

"I'm not optimistic about mas-
sive, effective reform," Mr. Gra-

ham said, "because all up and down
the line the lawyers and judges
control the process even to the ex-
tent that many state legislatures are
dominated by the judicial commit-
tee or dominated by lawyers.

"The best hopes are in private ef-
forts," Mr. Graham suggested. "It
may be-in order to get more expe-
ditious, less cumbersome, less ex-

pensive resolution of disputes-
people will simply have to go into
private enterprise and set up sys-
tems and use those systems."

The asbestos claims facility, a
proposal under which asbestos pro-
ducers and their insurers would

offer settlements to asbestos claim-

ants, is one such effort, Mr. Gra-
ham said.

"It will be interesting to see if
Continued on facing page
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Pact caps Aetna's defense costs EQUAL
OPPORTUNITIES

Cont:nued from page 1 .

7,700 claims brought by women al-
leging the Dalkon Shield caused

Robins' losses will exceed insurance Each weekly issue of
uterine inflammations, pelvic in- Business Insurance
flammatory disease, sterility and Although A.H. Robins Co. could exhaust a total of of such a reserve would be quite substantial and
other injuries $405 million in insurance coverage to pay Dalkon would be charged against income for the period in gives you an equal op-

Robins and Aetna have paid Shield claims, it will not be enough to cover all the which the reserve is establlshed.
about $259 million in claims and

portunity to reach and
company's losses. "In the meantime, it is recognized that liabilities

expenses to dispose of those 7,700 Already, Robins has paid millions of dollars in attendant to the Dalkon Shield will have a material motivate Bl's more
claims as well as about $70 million claims and expenses out of its own pocket-and ex- adverse effect on the company's results of opera- than 121,000 purchas-
in defense costs for pending claims pects to pay much more tions in 1984 and may well have such an effect on its

Under the agreement with In the third-quarter 10-Q it filed today with the consolidated financial condition and results of oper- ing influentials ... top fi-
Aetna, $238 million of the $70 mil- Securities & Exchange Commission, Robins reports ations after 1984 " nancial and adminis-
lion will be used to increase the that it has incurred $67 1 million in losses during the Of the 3,600 Dalkon Shield claims still pending,
limits for policy years 1971-72, first nine months of 1984 due to Dalkon Shield hti- 2,800 have been assigned to years in which Robins trative executives, risk
1972-73, 1973-74, 1974-75, 1975-76 gation. This is a 390% increase over the $13.7 million has either exhausted all liability coverage or never
and 1976-77. in incurred losses related to the Dalkon Shield m had coverage. Robins can use $46.2 million of the managers, employee

For example, $6 million in cover- the first nine months of 1983. Aetna settlement to pay these claims, but it expects benefits managers and
age has been added to the 1971-72 Almost $25 million in incurred Dalkon Shield that losses from these and future claims will exceed
policy, $24 million to the 1972-73 losses were reported in the third quarter of 1984 $46 million. the agents and brokers
policy and $625 million to the compared with only $4.7 million in the third quarter "It's clear a number of those (Dalkon Shield) who serve their needs.
1976-77 policy, said Willian R of 1983, a difference of 428%. claims will have to be absorbed by the company,"
Cogar, an attorney for Robins with Net earnings fell 99% for the third quarter and said Robins Vp and General Counsel W A Forrest
Mays, Valentine, Davenport & 58% for the first nine months of 1984 compared with Jr. When you want to
Moore in Richmond, Va 1983, "due primarily to the increase in expenses re- An additional 30 Dalkon Shields claims are being reach your prime audi-

The additional limits were allo- lated to the Dalkon Shield litigation," according to filed against Robins each week, and it expects that a
cated based on what percent of the 10Q. Higher Dalkon Shield expenses reduced recent ad campaign to encourage women still using ence, the 81 audience
each year's policy limits would be earnings per share for the third quarter by 52 cents the Dalkon Shield to have the intrauterine device is unequalled!
expended on defense costs, said and for the first nine months by $1.39, the report removed will spur more claims
John F Shea Jr, Aetna vp and shows. In addition, Robins' insurance covers only com-
claim counsel And, the 10-Q clearly indicates that Robins ex- pensatory damages against the pharmaceutical firm, PUBLISHING  / CLOSING

Robins had a total of $335 million pects substantial Dalkon Shield losses in the future, not punitive damages. This adds another element of DATES DATES

in primary and excess liability cov- too. uncertainty to Robins' final liability

erage under Aetpolicies in effect "With the conclusion of the Aetna suit, the Com- Punitive damages of $17.2 million have been as-
from March 1, through March pany continues to study the feasibility of establish- sessed against Robins in eight cases so far. Six of |1* J EC NOV 1 0
1,1978 ing a reserve for pending and future Dalkon Shield these awards, totaling $8.8 million, already have

Robins also has an additional $35
Dec 3 -Ner--0@-

claims. been paid and the other two are the subject of post-
million in coverage for 1968 "The establishment of such a reserve is dependent trial motions or appeals. Dec 10 Nov 27
through 1970 However, very few upon a reasonable resolution of several uncertain- "While the company does not believe it should be
Dalkon Shield claims have been ties including those inherent m attempting to project liable for punitive damages, it cannot predict with Dec 17 Dec 5
filed under those policy years be- future claims and the timing of the disposition of certainty the outcome of other pending cases seek-
cause the intrauterine device was pending claims, their outcome and the amounts in- ing such damages," the 10-Q says. "Punitive awards Dec 24 * Dec 11
not widely marketed until the volved in their disposition," Robins says in its 10-Q. are not covered by insurance and will be payable by
1970s, said Mr. Cogar. "It can be anticipated, however, that the amount the company."

During the 19705, Robins' pri-
mary CGL policies generally had 1985
$5 million limits and excess cover- Overall, with the Aetna settle- ued, Robins' aggregate losses in the heavily reinsured and that the set-
age with Aetna ranges from $30 ment, Robins has about $153 mil- Dalkon Shield litigation became so tlement with Robins has the over-
million in the early 19705 to $50 hon in remaining insurance cover- significant that the question of whelming backing of its reinsurers.
million later in the decade, he said age to pay Dalkon Shield claims, whether claims should be paid dur- Aetna did, however, have to add Jan 7 Dec 19

However, Robins was only able but all of the available coverage ing exposure or manifestation be- $20 million to its loss reserves be-
to secure $10 million in liability in- may not be tapped. Because claims came moot. cause of the Robins' settlement, Jan 14 Dec 27
surance in 1977-1978 with a $5 mil- will be paid only under the mani- "It became apparent that all cov- which was reflected in the com-
lion deductible This policy year festation theory, it is possible that erage was going to be exhausted," pany's third-quarter operating re- Jan 21 Jan 9

with Aetna is not part of the Aetna the claims filed against the cover- he added. Thus, the parties were sults. Jan 28 Jan 15
agreement. age in one given year will not ex- primarily looking to settle the de- As part of the agreement, it was

After March 1978, Robins had no haust the hmits while the claims fense cost issue. specified that Aetna Technical Ser- Feb 4 Jan 23
coverage for Dalkon Shield claims assigned to another given year will While it is possible that Aetna's vices Inc will continue to adminis-

Despite the infusion of additional far exceed the available limits liability in one or more policy years ter Dalkon Shield claims Feb 11 Jan 30
coverage for 1971 through 1977, "The availability of all of that will be limited by the adoption of Mr Kull said it was very im-
Robins already has exhausted the amount (the $153 million) will ulti- the manifestation theory, Aetna portant to Robins that Aetna con- Feb 18 Feb 5

limits of three of these policy years, mately depend on the timing of in- contends it wanted the agreement tinue to administer claims in light Feb 25 Feb 12
according to the 10-Q report Aetna juries allegedly associated with the to specify that claims would be of the steady stream of Dalkon
had been paying claims during the use of the device," explains Robins' based on a manifestation theory be- Shield cases still being filed and Mar 4 Feb 20
coverage dispute that under the third-quarter lOQ. cause that position would be consis- the difficult medical questions in-
agreed manifestation theory more In the insurance litigation, Aetna tent with its position in other cov- volved Mar 11 Feb 27
than exhausted original available contended it should not have to de- erage cases, not because it would be Aetna's claims personnel in the
limits fend or indemnify Robins for cases more advantageous to Aetna to pay field have handled these claims, Mar 18 Mar 5

Robins, however, declined to say in which a claimant's injuries were claims in this manner, said Mr know the issues involved and what Mar 25 Mar 13
which policy years were ex- medically diagnosed or discovered Shea to look for, he said
hausted after the last day of the policy pe- On the defense cost issue, Robins "That expertise and knowledge Apr 1 Mar 20

Robins also has burned through riod had argued that the limits of the would be difficult to replace over
the primary layers of all its cover- Robins sought a much broader policies were to be expended only the short term," he said. Apr 8 Mar 27
age with the exception of the 1970- interpretation, contending that any for indemnification and that the Aetna will pay the cost of claims
1971 policy against which less than loss should be prorated over poh- cost of defense was excess of the administration for those cases for Apr 15 Apr 2
$1 million in claims have been cies in place from the time of the limits. Aetna had contended that which it la Still liable and Robinsfiled, said Jack D Kull, Robins' insertion of the Dalkon Shield until both defense and indemnity should will reimburse Aetna for the ad- Apr 22 Apr 9
manager of risk management This the time of removal, said Mr be charged to the limits of the poli- ministration of claims not covered
policy has limits of $35 million Cogar

Apr 29 Apr 16
cies by insurance

Approximately 1,400 additional However, by the time of the set- By agreeing that defense costs Robins purchased the rights to May 6 Apr 24
claims have been assigned by tlement-which came just a week will be included in policy limits. the Dalkon Shield in 1970, began
Aetna to the three policy periods before the coverage trial was to Aetna has the advantage of know- marketing it nationally in 1971 and May 13 May 1
for which all coverage has been ex- begin-the main dispute was over ing exactly what its ultimate costs stopped marketing it in 1974 Ap-
hausted Another 1,400 claims have payment of defense costs, Mr. will be, Mr Cogar said. proximately 2.2 million Dalkon May 20 May 8
also been assigned to the post-1977 Cogar said. Mr Shea said that Aetna's habil- Shields were used by women in the May 27 May 14
period when Robins had virtually As the years of litigation contin- ity for the Dalkon Shield claims is United States.
no insurance coverage for Dalkon
Shield claims

Jun 3 May 21
While Robins can tap the re- Programs offered to reduce worker injuries Jun 10 May 29

maining $462 million of the Aetna
settlement to pay claims assigned to The National Safety Program bers and $190 for non-members workbook with tests to be taken Jun 17 Jun 5
these policies, the $462 million will and the International Safety Acad- Illustrated "Lock It Out" booklets before and after the program
not cover all the umnsured claims emy each offer a program designed are available at 35 cents each for 10 The program, which incorporates *Year-end double issue,

December 24/31
The $462 million will be paid to to reduce employee injuries or more for members and 44 cents guidelines by the National Institute

Robins in three $15 4 million pay- The National Safety Council's each for non-members Quantity for Occupational Safety and Health
ments over calendar years 1984, program, "Lock It Out," shows em- discounts are available for the slide Work Practices, is designed to train
1985 and 1986 If in any one year ployees the procedures required to show and booklets workers in ways to protect their
Robins does not use all the $15 4 isolate the energy source of equip- Contact the Order Department, backs, basic safe lifting techniques

BESEE@SS
million, the excess can be rolled ment being serviced and prevent National Safety Council, 444 North and the right approach to manual
over to the next year to pay claims, injuries from unplanned startings Michigan Ave, Chicago, Ill 60611, materials handling EES]RIEa@@
Mr Cogar explained The program teaches how to sa- 312-527-4800. The program has a $245 intro-

Robins requested the settlement fely lock out electrical, steam, com- The International Safety Acad- ductory price, plus a $4 charge for New York: (212)210-0133
in a combination of the three-year pressed air and hydraulic equip- emy program is on manual materi- shipping and handling. Contact the Chicago: (312)649-5275
payments and in the form of addi- ment The slide show includes 65 als handling and safe lifting It m- Academy at P O Box 8527, 1600 Los Angeles: (213)651-3710
tional coverage to avoid being color slides, cassette narration and cludes 78 slides, cassette narration, Arch St., 12 Tower, Philadelphia,
taxed on the settlement a script The price is $150 for mem- a leader's guide and a participant's Pa. 19101, 800-231-3147
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vate enterprise can succeed where
the system so far appears to be
seriously flawed."

Another effort at a private sys-
tem of settling disputes is hiring re-
tired judges to hear cases between
consenting parties.

"The results appear to be promis-
ing," Mr. Graham said, because this
alternative is cheaper and faster
than the civil justice system. "But,
of course, both sides have to agree,"
he noted.

While concentrating on problems
created by crime, the Justice De-
partment's Ms. Dinkins also ad-
dressed civil justice trends. She
suggested that "courts are too lib-
eral in hearing cases not proper for
resolution in court."

Ms. Dinkins, too, suggested that
businesses reduce the burden on

the courts by resolving their dis-
putes outside the civil justice sys-
tern.

"Litigation in publicly funded
courts is only one alternative," she

said. Parties can negotiate and arbi-
trate their differences and bear the

cost themselves, she suggested, and
they will find that arbitration is
less costly than turning to the civil
courts.

The federal government, which
is the most fre-

quent party to
civil litigation, is
trying to reduce
the burden of

litigation on the
courts, she said.
For the 12-
month period
ended in March,

the federal gov-
Ms. Dinkins ernment was a

party in 110,000
civil cases, half of them as a defen-
dant.

On the plaintiff side, the Justice
Department is trying to reduce the
amount of litigation it brings, in-
cluding antitrust and civil rights
cases.

Members of the audience were

encouraged when Ms. Dinkins
noted that the Reagan administra-
tion will appoint 100 federal judges
in the next few months alone. The

insurance company executives rea-
son that these judges will be more
conservative in their opinions than
those appointed by Democrats.

Panel moderator Mr. Schaffer in

his opening remarks introduced
some of the panelists' themes.

The sympathetic response of the
courts to pleas for reimbursement
has encouraged the American ap-
petite for litigation, which in turn
has encouraged the supply of law-
yers to increase beyond the level of
need, Mr. Schaffer said.

"And the expansion of lawyers
has created a need for litigation to
support them in a style to which
they would like to become accus-
tomed," he added.

"Liability insurance is the stream
which furnishes the flood of money
to quench the thirst of our civil jus-
tice system," Mr. Shaffer said. In-
surance is involved in 65% to 70% of

Conferees scramble for reinsurance
Continued from page 3
adding that "I'm confident people
will back us."

But, if he can't complete the $5
million excess of $5 million treaty,
the underwriting manager's liabil-
ity insurance capacity will be down
to $5 million, Mr. Foss says. Prop-
erty insurance capacity will be $4
million to $7 million, also depend-
ing on reinsurance treaties.

Even with only $5 million in lia-
bility insurance capacity, NUA
could write $40 million in liability
premiums next year, Mr. Foss says,
down only about 10% in premiums
from what $10 million in capacity
would generate.

NUA specializes in writing the
first-, second- or third-layer liabil-
ity insurance policy for Fortune
1,000 companies.

Rate increases alone on this busi-

ness will boost NUA's volume. Now

that high-layer excess insurers are
demanding $1,000 per $1 million of
coverage, the insurers on the lower
layers, like NUA, will charge
around $5,000 per $1 million.

(In addition to seeking more re-
insurance, NUA also is seeking an-
other issuing company for liability
insurance in addition to Transit

Casualty Insurance Co., for which
NUA now underwrites.

Transit is reducing the amount of
business it writes on a gross line
basis and increasing the amount of
business it retains.

As a result, Transit is no longer a
fronting company for captive in-
surance company business placed
through another underwriting
manager, Donald F. Muldoon & Co.
in New York. Muldoon, which had
underwritten about $100 million in
premiums on fronting business for
Transit, continues as an agent for
Transit, but is writing only business
for which Transit keeps a mean-
ingful participation.

The class of business Mr. Foss

underwrites, however, dictates that

it be heavily reinsured, Mr. Foss
noted.

For his part, Mr. Foss wants an
additional issuing company because
uncertainty in the marketplace
about the future ownership of

Director appointed
for Testing Institute

COVINA, Calif.-Kenneth M.

Lane is the new project director of
the Insurance Testing Institute, the
license qualification division of the
Insurance Institute of America.

Mr. Lane developed the basic
concepts and negotiated the agree-
ments with the parties involved in
the Testing Institute, which is a
new, automated program for deliv-
ering state insurance licensing ex-
aminations. His office is located in

Covina. .

Transit Casualty has cost NUA
some business. The insurer is for

sale as a result of the liquidation of
Beneficial Standard Corp. If the
company is not sold by May 21, its
stock will be distributed to Benefi-

cial Standard shareholders to avoid

adverse tax consequences.
And, despite the company's re-

sponse to questions, Transit Casu-
alty is the continuing subject of in-
dustry rumors, Mr. Foss says. Its
policyholder surplus has declined
and its Best's rating was dropped
this year to a B-plus from an A.

"Transit is financially viable and
has answered the questions, but
some people haven't accepted that,"
Mr. Foss says.)

Others agree that reinsurers are
slow to commit themselves this

year to new or renewal business
because they are having their own
difficulty in placing their reinsur-
ance protection.

Ben Ibesen, director of broker
Andrew Weir London Ltd. in Lon-

don, which specializes in placing
retrocessional business or reinsur-

ance for reinsurers, said, "Pro rata
retrocessions are about dead now.

This is making it very difficult for
the professional reinsurers. They
need capacity."

Under a pro rata reinsurance
contract, the assuming insurer ac-
cepts a portion of the original pre-
mium and a portion of the loss ex-
posure.

While reinsurers can purchase
excess-of-loss reinsurance, which

will protect them against losses ex-
ceeding an agreed limit, the cover-
age is more expensive.

In the face of the current market

conditions, Mr. Ibesen proposes
that ceding companies approach
their reinsurers with a proposal to
write their protection on an adjust-
able basis with provisions for both
pro rata and excess-of-loss cover-

age. The coverage and premium
would be adjusted based on loss

experience.
It could be agreed from the be-

ginning, he says, that if the loss ex-
perience is very good, the excess-
of-loss contract would be dispensed
with and only the pro rata contract
would be recognized. But, if the loss
experience under the pro rata con-
tract is very bad, the reinsurance
could be written 100% on an excess-

of-loss basis or a combination of

both.

Mr. Ibesen credits Columbia,
S.C.,-based reinsurance broker Sei-

bels Bruce & Co. with developing
this idea in the 1950$ and 1960s.

"This is not for all companies,"
Mr. Ibesen noted. "It's not for the

large companies that might be able
to afford excess-of-loss," he added.

Mr. Ibesen also suggests that re-
insurance contracts written on a

claims-made basis could answer

the concerns ceding companies
have about whether their rein-

surers will be in business 10 years
from now to pay late-developing
liability losses.

If the reinsurance is written on a

claims-made basis to pay claims
made in the current year. the ced-
ing company doesn't have to worry
about the financial security of its
reinsurer 10 years hence.

However, ceding companies
whose reinsurance is written on a

claims-made basis do have to worry
if their reinsurers will renew, Mr.
Ibesen admits.

Most registrants interviewed at
the 1984 NAII meeting agreed that
the tables had turned and suddenly
reinsurers' capacity has become
precious instead of plentiful.

"Look at the ceding companies
chasing after the reinsurers," re-
marked one registrant. "Last year,
the reinsurers were chasing the
ceding companies," he said.

"The American health core system has become o

critical national problem."

"Constant increases in health care costs ore a major
financial problem for 011 employee benefit plans.
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all civil cases, he said.
And, the courts are more in-

terested in compensating victims
than in determining who was at
fault for an injury, Mr. Shaffer
added.

But, more than any of the panel-
ists; Mr. Shaffer criticized "judicial
activism," or the tendency of the
courts to make laws.

"Reasonable stability and pre-
dictability of the law are essential
for accurate prospective pricing of
liability insurance. Until the last
few decades, most changes in tort
liability law arose from statutory
enactments by state legislatures,"
Mr. Shaffer said.

Although legislatures were in-
creasingly passing laws that
changed tort liability, "at least they
were prospective in nature, provid-
ing insurers with adequate lead
time to price policies properly," he
said.

But, in the last few decades, the

thrust of liability law has swung
from the legislative to the judiciary

A..

A.

branch of government, he said.
In some cases the courts decided

issues in manners that had been

considered and rejected by state
legislatures, he noted.

And in many cases, "these court
decisions have been deemed retro-

active to outstanding or even pre-
viously closed claims under exist-
ing polices," Mr. Shaffer said.

In these cases, the courts pro-
vided compensation for a liability
for which no premium had been
charged or for which there may
have been a policy exclusion, he
said.

"The economic impact on the
policyholders in a state may be
enormous, but that factor usually is
not even relevant for consideration

as it would be in a legislative deter-
mination," Mr. Shaffer suggested.

"Making tort law in the courts
rather than the legislature is desta-
bilizing, expensive and unpredict-
able for insurance companies and
their policyholders," Mr. Shaffer
said. .

..
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Order may target Texas Lloyd's companies
Continued from page 2 ers, through their Texas Lloyd's The attorney-in-fact for Houston "(It's) 10 years too late For the which was formed in 1971

The order is expected to be dis- companies, may be competing General Lloyd's lS Houston Gen- last 10 years the regular insurers He believes that even if there is a

cussed by the three-person Insur- themselves into insolvench Mr eral Insurance Co in Fort Worth have created Lloyd's companies as new board order, it will be too late
ance Board within the next few Olson said However, an independent Texas a subterfuge to get around rate reg- to have an effect on the market,
weeks, Mr Olson said Lloyd's company believes the ac- ulation " said Avrohm Wisenberg, though "as an independent Lloyd's

Mr. Olson is fervently moving Several of the Texas Lloyd's tion by the Insurance Board is long chairman of the board at Delta with no parent. we applaud the
ahead with the board order to re- companies surveyed by Bt.seness overdue Lloyd's Insurance Co of Houston, board's move." .

store "sanity" to the Texas mar.Ket- Insurance don't believe the new

!;yacof nedrotinpes,e the cred.bil-he said rms Inacm:Zpndan T:obt Reference for liability insurance offered
Such a move is expected to result Lloyd's companies, those not affi-

in higher rates liated with a parent insurer, wel- The International Risk Manage- cation of a business • Copies of the 100 most-fre-

"But that's what we get paid to come the new order However, ment Institute Inc is offering the • Payroll limitations and transi- quently used conventional endorse-
do to make those kind of Judg- since the details of the regulation two-volume General Liability tion programs by states, including ments, including brief interpreta-
ments to keep intact the integrity are still being drafted, many of the Manual for $175 a set. charts and forms to be used for cal- tions

of the rate regulatory scheme, Mr Texas Lloyd's companies are un- The set is intended to serve as a culations • In-depth analyses and inter-
Olson said sure of the ramifications reference manual for general lia- • Rating plans, in which for- pretations of the Board Form en-

"If the state Legislature decides it bility insurance, including the most mulas are itemized, key factors are dorsement
wants to go to open rating, then it Glenn Morris, chairman and up-to-date coverage described and tips are presented on • More than 65 model manu-

can decide that," he added president of Houston General The two volumes include ways to improve coverage and re- script endorsements in use with in-
Lloyd's in Fort Worth, coesn't • A complete cross-reference of duce cost terpretations

But erosion of the data base is agree with the pending board premises/operations and workers • A premium audit section that • Checklists of endorsements
not the only concern Mr Olson has order "A Texas Lloyd's is permit- compensation codes details the components of a general The books can be obtained from

about the effect of the Texas ted flexibility in deviation, If an in- • A rate manual, including liability audit the International Risk Manage-

Lloyd's companies Since the Texas surer files a deviation, it has to Texas exceptions • A hne-by-line interpretation ment Institute at Suite 208, Build-
Lloyd's companies operate without write all the risks at that devia- • A difficult industry classifica- of the comprehensive general lia- ing III, 10300 North Central Ex-
a lot of regulation, there is a con- tion that takes away the f.exibil- tions section This section is bility jacket and coverage part in pressway, Dallas, Texas 75231,
cern that property/casualty lnSUr- 1ty, Mr Morris said designed to show the best classifi- layman's language 214-363-9656
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RATES AND CLOSING TIME:

Rates· Display classified is $73.26 per column inch, minimum of one inch. Straight Closing. Published every Monday. Copy must be in written form by noon
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EQUIPMENT HELP WANTED
SENIOR PROPERTY PHARMACY CREDIT CARD Smaller successful life insur-

Complete Insurance Agency Computer Trenwick Reinsurance Group is look-
ADJUSTER

Informatton System-Ultimate Series ing for an experienced reinsurance MARKETING
SOFTWARE ance agency with high level

Expansion has created an Field tested 48 months Includes
clientele needs top-flight

C3443 CPU, 64K Disk/Tape System, claims professional to Join its West- ooening in the corporate office
8 Ports, 150 LPM Printer, Modem 16 port, Connecticut staff Ten years' DIRECTOR

person to handle policy-
of the nation's largest public processing, cost containment.

MB Disk Pack, 5 CRT's Best Offer claims experience, with excess or
holder service and under-

insurance adjusting firm Ex- card retrieval capabilities user
Call (215) 922-3373, Mrs O'Leary reinsuranee background a plus, is pre- 1-nmediateopening forexperienced perience should include major documentation & training Avail-

writing Send resume to
ferred Please reply to

HELP WANTED Erofessional to assume the newly loss adjusting and business able for license Call 800-645- Box 1552, Business Insurance

Robert E Brownley created position of Marketing DI- interruption Must be willing to 3332 (in NY 516-626-0007) 740 Rush St., Chicago. IL 60611
Vice President rector In our rapidly growing ser- travel This positio, offers a

Sales Manager-One of the largest in- Trenwick America Reinsurance Corp
surance agencies in New Jerser>, Lice/consulting organization Pre- challenging and financially

P&C/Life/Group, seeking experi-
21 Charles Street

Westport, CT 06880 requisites include minimum 10 rewarding opportunity in a PRESIDENT REQUIRED INSURANCE PRODUCER 4
enced sales manager for entire opera- 203/226-8116

progressive and growing CALIFORNIA EXCESS COMPANY
tion Applicants forward resumes years employee benefits back- profession All replies will be Leading specialty insurance firm

which will be held in confidence to ground, prior work with insurance held in confidence Contact A small but vibrant California- needs an experienced property and

P L Gros, c/o The NIA Group, P 0
Trenwick is an Equal Opportunity based insurance company is

Box 285 Paramus, NJ 07652
Employer M/F brokers and health underwriters, Bobert Sill, Pres,de-lt, Alex N casualty sales person for commercial

along with a CLU or CEBS designa- SIU Adjustment Company, looking for a President to de- lines sales and service CPCU work or

tion Knowledge of self-funding, 6155 Rocks,de Road, Cleve- velop and expand its book of designation a real plus Book of your

MARKETING/SALES land, OH 44131 1-800-524- excess and umbrella business own business, also a plus

Amer,Trust Bank of Cleveland, which stop-loss fTlarkets, PPO's and 0006 In Ohlocall 216/524-9999 Existing reinsurance arrange- We are offering a salary commensurate
Business Insurance recently purchased a third party ad- HMO's strongly preferred, compu- ments are provided by A+15 pro- with experience and production You

ministrator, seeks individual to devel- ter/PC exposure helpful Individual fessional reinsurers The post-
op and sell claims processing services would receive a full benefits package

Circulation Minimum of 5 years experience m vii| be responsible for managing tion offers a real challenge to an Interested candidates should submit

group insurance preferred, familiart- all sales support functions Includ- entrepreneurial individual, and resume Including salary history and

Breakdown* ty with health care would be a plus wg negotiation with stop-loss car-
he/she will be rewarded accord-

requirements to-
Ingly Send curriculum vitae, sa-

Excellent salary and benefits Please lers, obtaining quotes, and coordi- LONG HAUL TRUCK lary required, and names 01 three Jesse M Farrow-Executive Vice

send resume to
Commercial Consumers

lating the preparation of all pro- industry referencesto The Prest-
President

iosals We offer an excellent com- dent, Golden Bear insurance Rhulen Agency, Inc
Sharon Lebovitz

Administrative Management:
• Workers Comp • Bobtail

Vice President iensation package and on-going Company, P O Box 271, 217 Broadway

owners, presidents, AmeriTrust Company ipportunity for growth In our • Cargo • General Liability Stockton. CA 95201 Monticello, New York 12701

vps, etc 5,357
900 Euclid Avenue

Cleveland, OH 44101
suburban Philadelphia headquar- • One A Rated Admitted Mkt
tered firm If you have a proven

Financial Management: track record in these areas and 1.800.647.3769
RISK MANAGEMENT AND

chief financial officers, demonstrated skills as a high level
INSURANCE COORDINATOR Herbert F Baker President

vps of finance, secretaries, Management Pos Supervises D,s- negotiator, manager, organizer
treasurers, etc 9,876 trict s Risk Ins Program $25.296- and communicator, pleaseforward Chief

$31,200 3 yrs full time exp reg and
grad from a 4 yr college Call (805)

resume to  Ament-O%49=b
Insurance Management 526-0200 or write for applen DEAD

m Undenditefs Inc
A-18,PO Box 1924 Financial Officer

vps, directors, managers of Slmi
LINE December 10,1984

Valley USD, 875 E Cochran, Philadelphia, PA 19105
..570655.*. .1*ni#.30JS

insurance, risk. benefits Simi, CA 93065 International sun-belt insurance broker seeks

compensation, safety, individual with 3-5 years expenence in an
security, etc 7254

"Large Insurance national scope Mar- Accounting/Flnancial environment preferably
Associations 1,069 keting Organization is looking for an in insurance.

outstanding talent for sales direction

Government, Unions, and representation on group life and
health sales through general agents DIRECTOR Major responsibilities include managing the

Educational institutions 860 Products include Multiple Employee company's finances and financial depart-
Trusts, Associations, True group to 100
lives Must be willing totravel Salary Health Claims Management ments, record-monitor-review and analyze the

Commercial Consumers company's financial information and play a
negotiable, dependent on experience,
plus bonus Send resume to Box 1557, major role in client development work.

Sub-Total 24,416 Business Insurance, 740 Rush St , Chi- A leading Michigan based corporation seeks a highly
cago, IL 60611 talented individual to start-up and manage the health The candidate's experience should encom-

Insurance Agents care claims processing and health cost review pass a management position such as control-
& Brokers 9443 functions of its self-insured, self-administered medical ler or C.F.O. of a major company. a C.P.A. or

Insurance Cos 5636 benefits program M.B.A., excellent communication skills and

The successful candidate will have prior experience ability to interact with other officers and
Financial Institutions 403

Actuaries, Attorneys, B1
overseeing the claims processing and health care departments.

management business, through service contracts with We offer an excellent salary and benefit pack-
Adjusters, Appraisers other employers Prior start-up experience preferred
& Consultants 3226

age. Send resume in confidence. mcluding sal-
This position is located In an attractive university town ary history to·

Others allied to the field 1127
Classifieds and open Immediately Compensation is highly com- FRANK B. HALL & CO.

petitive For confidential consideration, please send P.O. Box 143800

TOTAL 44,245 assure your resume with salary history and expectations to Coral Gables. FL 33114

Box 1555 Attention: Personnel

*Source Business/Occupa-
tional breakdown of qualified top quality

Business Insurance
740 Rush Street Equal Opportunity Employer

circulation, May 7, 1984 Is- Chicago, IL 60611
sue, as submitted to BPA for
June 1984, BPA Publishers results! Equal Opportunity Employer M/F
Statement
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PRIMA, Atlanta RIMS chapter N.J. fund ruled constitutional

set up computer bulletin boards Continued from page 2
dor Insurance Co Although domiciled in Vermont, Ambassador
maintained its administrative office in North Bergen, N.J.,and
wrote about 25% of its business in the state, as a non-admitted in-

Continued from page 3 grams, he explains Such programs surer Among its New Jersey policyholders are about 120 public en-
up its electronic mail network The computer help the computer user manage tities

Allen Hyman, risk manager for data, communicate with other com- Ambassador was declared insolvent by a Superior Court in Ver-
Corpus Christi, Texas, and presi- bulletin board is "the puters, and perform a variety of mont on Sept. 4, but the insurer is contesting that decision. It ts
dent of PRIMA, says that public wave of the future,"

other functions trying find a loss-portfoho reinsurer in an effort to reorganize (BI,
risk managers spend a lot of time Because it has been in operation Nov. 12). An earlier attempt to find a reinsurer failed.
comparing programs The elec- according to Mr. longer and has more users, the The guaranty fund law was hastily passed this summer and signed
tronic mail network will let Golden Gate RIMS Chapter's bulle- into law July 27 so it would be in effect before Ambassador was
PRIMA members "acquire a signif-

McGovern.
tin board has many more programs declared insolvent.

mant amount of information (about -including some risk management At that time, there were 55 surplus lines insurers eligible to do
other members' programs) in a programs-than its Atlanta count- business in New Jersey. But since the law was enacted, 19 of those
short period of time and at minimal the PRIMAnet erpart So Mr Walker is arranging insurers have notified the state they no longer plan to write business
expense " She says PRIMA received more a software swap with the Golden in New Jersey In addition, Mutual Fire, Marine & Inland Insurance

The PRIMAnet, as it will be than 40 responses in one week,with Gate system's operator, Robert C Co has notified its producers not to write any business in the state.
called, also will help members keep more than half of the respondents Herrick, who is insurance manager The law provides for the payment of up to $300,000 for approved
each other up-to-date on state and reporting that they have a micro- at Transamerica Corp in San Fran- claims not paid by an insolvent surplus lines insurer
local legislation that affects public computer and a modem and could CiScO As originally enacted, the fund would be financed by a $25,000
risk managers, he explains connect to the system immediately assessment against each of the surplus lines insurers doing business

The association will use the Members will be able to gain ac- The Atlanta system also con- in New Jersey and a surcharge of up to 4% on each non-admitted
Source Telecomputing Corp, cess to the PRIMAnet by dialing a tains two risk management articles, insurer's annual premium volume. In addition, the fund could bor-
which is a subsidiary of The special telephone number that will Mr Walker says One of the articles row up to $10 million from the state guaranty fund covering admit-
Reader's Digest Assn Inc, for its connect them to the Source net- discusses premium allocation, the ted insurers

electronic network The Source work Then they simply switch on other discusses professional liabil- The amendments that sailed through the state Assembly and Sen-
will use its computer equipment to their microcomputer and key in an ity in the health care industry Mr ate last week would retain the $25,000 assessment, but now each
establish electronic "mailboxes" for identification code The system lS Walker says he hopes other authors policyholder would be liable to pay the surcharge of up to 4% of the
each of the PRIMA members The menu driven, so that members will contribute risk management premium for a surplus lines policy The insurer would not have to
passwords for these electronic need only select the function they articles to the bulletin board directly pay the surcharge on new or renewal policies
mailboxes will be provided to all of want (such as "read your mail"), Getting on the system is not com- Other amendments passed by the Legislature·
the association's members so they and lS "user friendly," meaning phcated After dialing the bulletin • Create a committee made up of representatives of surplus lines
can send and read messages from that all necessary instructions ap- board telephone number the user insurers and agents to advise the board of the admitted insurers'
one another pear on the computer screen as hears a high-pitched tone For sys- guaranty fund, which also directs the surplus lines fund.

needed tems with a built-in modem, the • Give the surplus lines guaranty fund the authority to borrow
Unlike a computer bulletin The Atlanta RIMS bulletin board telephone line plugs directly into money from sources besides the admitted insurers' guaranty fund

board, members will pay the operates almost exactly like the the computer, and the user simply with the approval of the state insurance commissioner
Source an access fee when using Golden Gate Chapter's system, waits for the "connect" message, • Specify that borrowed money can only be used to pay claims
the system That fee lS typically explains Mr Walker He says it has for computers with an external The amendments would be retroactive to July 27.
about $20 an hour during business been up and running for about modem, the user must place the Commissioner Merin signed an order last week extending a ban
hours and about $7 50 an hour on three and a half months, and 100 telephone handset into the modem, on claims payments from the fund for 30 days or until the amend-
weekends, according to Natalie users have already successfully and again wait for the "connect" ments are signed, whichever occurs first
Wasserman, executive director of logged on message Still pending is another suit filed in a state court in Trenton that
PRIMA Ms Wasserman says the After the user gets the "connect" challenges the manner in which the fund would operate
fee schedule for the PRIMAnet has Most of these users, however, message, he slowly presses the
not yet been negotiated are from outside the Atlanta area, "enter" or carriage return key

In addition to providing the elec- with one even from Canada Mr three times This allows the bulle-
tronic mail system, the Source also Walker says he expects to pick up tin board computer to tell at what Tanker owner adds to its coverage
provides other Information ser- more local risk managers as word speed the user's computer is trans- Continued from page 2 barred claims filed by California
vices, such as airline schedules, of the system begins to circulate mitting. Most newer computer lons of chemicals and lubricants for harm to the bay waters, he says
Dow Jones listings and news sum- within the city Mr Walker says modems transmit at 1,200 bits per into the Pacific Ocean The Puerto For example, the federal Limita-
maries the bulletin board will be demon- second or baud, although some less Rican carried almost 92,000 barrels tion of Liability Act permits a ves-

Ms Wasserman explains that strated at a RIMS education confer- expensive models and older equip- of petroleum products, about $3 5 sel owner to limit its hability in an
PRIMA opted to go with the Source ence to be held in January in At- ment transmit at 300 baud. million of which lS salvageable, ac- accident to the value of the vessel
because its 800 members are spread lanta cording to a Keystone spokesman and its cargo following the accident
out in state and local governments A risk manager doesn't have to The bulletin board will then ask The tanker's bow was towed to (BI, Jan 30)
across the country be a computer programmer in several questions about the capabi- San Francisco Bay Nov 18, and is "The state was concerned if in-

To access a centrally located order to use the computer bulletin hties of the user's computer, such as at Triple-A Shipyard During ltS deed there was a spill, Keystone
computer network would mean board All of the necessary whether it can display lower case tow-in, a deckhand on a tugboat would raise these defenses and
long distance telephoning for most instructions are displayed on the characters or graphics Depending fell overboard and was killed No we'd be two to three years litigating
of its members, thereby substan- computer screen, along with the on how the user answers these spill occurred during the tow-in them We wanted some guarantee
tially increasing the cost of using menu of functions questions, the bulletin board will The shipping company already that the state would be reim-
the system The computer bulletin board send all information in a format to had $500 million in pollution liabil- bursed," explains Allene Zanger,

allows users to send and receive match the computer's capabilities. ity coverage The first $300 million deputy attorney general in San
This is avoided by using the messages (private messages can be If the user is a first-time user, the is underwritten by the U K Mutual Francisco

Source, Ms Wasserman says, be- arranged if two or more users agree bulletin board will ask him or her Steam Ship Assn (Bermuda) Ltd, a While California could apply for
cause the Source also provides on a password to access such mes- to select a password or log on The protection and indemnity club up to $35 million in cleanup funds
leased communications lines, sages), and it allows users to send or bulletin board lS menu-driven, managed by T R Miller, says Rich- from the federal government lf
which means members do not pay receive computer programs from meaning that all the information in ard Hervey, manager of the pollu- leakage occurred during the tow-
long distance telephone charges to the bulletin board the system is accessed by selecting tion department at Transport Mu- ing, that would have generated red
access the system from a menu of choices, such as tutal Services Inc in New York, tape And, ¢4The state did not want

Final plans for the system are not Mr. Walker hopes to build up a "entering messages" or "reading the P&I club's U S representative. to have to litigate against the shi-
complete, explains Ms Wasserman, collection of computer programs or messages " The remaining $200 million is writ- powner to pay for any claims that
who says response has been tre- software that will help risk manag- To reach the system, which lS ten by both domestic and London may result from environmental
mendous to a questionnaire sent ers with their work. Already the operated 24 hours a day, seven days excess insurers Hamage," Mr Hervey says
out just two weeks ago explaining system has several utility pro- a week, call 404-231-2271. . "In my opinion, (the extra cover- So Keystone agreed to waive its

OSHA approves
age) was totally unnecessary, but right to limit its liability, but for
the state had a different opinion only those 011 pollution claims by
and we were in a bind," Mr Her- the state stemming from the tow-

innurance services guide Oregon change vey says, pointing out that main- ing The firm then bought the sepa-
taining the tanker's exposed bow rate $100 million policy to address

WASHINGTON-The Occupa- while it was in the Pacific cost those claims, says Mr Hervey, who
tional Safety and Health Adminis- $50,000 to $75,000 per day says the arrangement is "very un-

CASUALTY ACTUARIES, INC.
tration has approved pulpwood log- The additional $100 million pol- usual and very difficult "

ATWOOD & CO. Robert FLowe FCAS,MAAA,FCA ging standard supplements to the icy does not raise Keystone's pollu- Under the agreement, Keystone

• Loss heserve and Rhte Evaluations for Oregon state Job safety and health tion liability limits to $600 million, retains the right to limit its liability
Consulting Actuaries Insuratce · Oomparies and Self-In- plan he explains The extra coverage for claims brought by other parties

Relnsurance and Reserve Analysis sured.

for Captives, Self Insurers & Insurers
Notice of OSHA's approval of the runs parallel to the first $100 mil- under the previously obtained cov-

• Statutofy letters 01 opinion on loss and
loss expense reserves Oregon standard supplements was lion portion of the $500 million in erage, Mr. Hervey says

13113 Polven Ave
One Insurance Center Plaza, Suite 1 published Oct 23 in the Federal existing coverage. He declined to reveal the pre-Rancho Bemardo, CA 92128

St Louis MO 63141
(619) 451«6049 Register The coverage was purchased mium Keystone paid for the addi-(314) 878-5002

The Oregon state plan and sup- after much negotiation between tional $100 million layer, but says it

INSURANCE INTERMEDIARIES Engineering & Consulting Services for Risk plements are available for inspec- Keystone and state officials is "six figures "
Improvement Programs tion and copying at OSHA Regional It wasn't the amount of coverage He says chances of California fil-Our fees paid by insurers • Large accounts placed CD<le Analysis Loss Investigations

• Commissions negotiated Sp'rinkler and Special Hazard Systems Administrator, Room 6003, Federal that the state quibbled with, it was ing a claim for damage related to
Fire Alarm and Security Systems Office Building, 909 First Ave, California's ability to tap it the towing are now"very remote "

** SF 415/924 6474. iA 213/597303 IL 312/530 1494 Seattle, Wash 98174, the Workers
....NIED..R[£5 l.

NY 914/666-2981 VA 703/938,9112 FL 305/374 4009

Steve Ritchie, senior engineer 44This is the first (such insurance
GAGE.BABCOCK Compensation Department, Labor with the Water Quality Control arrangement) that we've been in-

1655 Peachiree St Suite 520 Atlanta, GA 30329 & ASSOCIATES
404-892*)791 TELEX 80·4319 Corporate Office, 135 Addison, and Industries Building, Salem, Board in Oakland, says the state volved with, but I'm sure you'll

(Former Ins Comm 8 yrs Former Pms NAIC) Elmhurst, IL 60126 Ore 97310, and the Directorate of feared Keystone's insurance might hear more about these in the fu-
Federal Compliance and State Pro- be exhausted from a previous spill ture," Mr. Achuff says, noting that

For advertising information in the INSURANCE SERVICES GUIDE grams, OSHA, Room N-3700, in the Pacific Ocean or that the municipalities are increasingly

Contact Beverly Kluxdal, 740 Rush Street, Chicago Illinois 60611 Frances Perkins Building, 200 Con- shipper might try to limit its liabil- concerned about the environmen-

Telephone (312) 649-5340
stitution Ave N.W., Washington, ity for a subsequent spill under fed- tal damage from oil spills and about
DC 20210 . eral or state laws That might have shippers' ability to limit liability .
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Insurers' results
Continued from page 1
was registered during the year's
first half. Insurers continued to

move investment portfolios away
from tax-free instruments to

higher-yielding taxable invest-
ments and began dealing with new
types of investments, including put
options and sale-leaseback deals.

• Net written premiums grew
by 6.8% to just more than $36
billion, better than the 6.3% growth
rate generated during the first half.

• Policyholders surplus for the
21 companies that reported the fig-
ure declined by 13.5% to $15.2
billion.

The deteriorating policyholder
surplus, which insurers attribute to
underwriting losses, is a cause of
concern, observers say.

"No question, that's the funda-
mental number in a company,"
says the ILI's Mr. Mooney. If policy-
holder surplus is deteriorating,

NEW ISSUE
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"that's quite serious.
But, he says deterioration in poli-

cyholder surplus could be positive
for the overall market because it

reinforces a "crisis atmosphere"
and forces managements to take a
"serious look" at their problems.

"This will probably help to stim-
ulate rate increases," agrees Smith
Barney's Mr. Anthony.

«I think they'd better not have
any more losses," says David
Seifer, an analyst with First Boston
Corp. in New York. Insurers must
either put additional funds into pol-
icyholders surplus, he says, or cut
underwriting losses. They are now
working to do both, he says.

Although observers are con-
cerned about the insurers' surplus,
they agree that the outlook for im-
proved pricing is bright.

"The rates are flying right now,"
says Norman L. Rosenthal, vp and
analyst at New York-based Morgan
Stanley & Co., adding that com-

panies must also stiffen under-
writing standards.

"We had price increases all dur-
ing the quarter, and they were ac-
cepted much more readily than in
prior quarters," says John H. Fitz-
patrick, director of financial rela-
tions for Kemper Corp.

Bernard C. Hlavac, vp and trea-
surer of Sentry Insurance Cos., says
that in its effort to raise prices, Sen-
try is relatively less concerned with
premium growth. "We're not really
stressing growth at all," says Mr.
Hlavac, who hopes to slice eight to
10 percentage points off the com-
bined ratio next year.

"We are continuing to push,"
says Joseph Brown, executive vp
and chief financial officer of Fire-

man's Fund. "We are going to keep
pressure on rates until we return to
the company's historical level" of
underwriting profits.

Noting that Fireman's Fund suf-
fered an 24.9% decline in under-

writing income during this year's

This announcement is not an ofer to Belt or a solicitation of an o#er to buy any of theBe Becunt,€8.
The o#ering i, made only by the Prospectus.

inil Wili.

$65,000,000

Frank B.Hall & Co.Inc.

Subodinated Exchangeable Variable Rate Notes

due November 15, 1994

The Subordinated Exchangeable Variable Rate Notes (the "Variable Rate
Notes") will,bear interest atthe rateof 12.75% perannum through February 14,
1985 and at a variable rate per annum for each quarterly period thereafter equal
to thegreaterof(i) the Three Month 'n'easury Rate forsuch period plus300 basis points
or (ii) LIBOR for such period plus 175 basis points, but in no event more than
LIBOR plus 275 basis points (provided that the rate of interest for the period
from February 15, 1985 through May 14,1985 will not be less than 12.75%). The
Variable Rate Notes are due November 15, 1994, unless exchanged or redeemed
prior to such date. The Variable Rate Notes are exchangeable for Subordinated
Fixed Rate Notes(the"Fixed Rate Notes")attheoption oftheCompany, in whole
but not in part, on any interest payment date up to and including November 15,
1989. The Fixed Rate Notes will bear interest at a rate per annum equal to 124%
of the Five Year Deasury Rate, determined as of the exchange date. The Fixed
Rate Notes will mature five years from the exchange date. Interest on the
Variable Rate Notes and the Fixed Rate Notes will be payable quarterly and the

' first interest paymentdate forthe Variable RateNotes will be February 15, 1985.

PaineWebber
Inicirpirac,1

Price 99.75 %
plus accrued interest from November 15, 1984

Copies of the Prospectus mev be obtained in any State in which
this announcement is circulated only from such of the Under-
writersas are qualified to acta8 deaters insecuntlez inmtch State.
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third quarter, compared with a
131.9% decline during the first half,
he says: "It's a positive indication
that things are on their way up."

Maintaining the pace of rate
increases is critical, says Mr. An-
thony. He notes the increases so far
will stop the downward trend of
underwriting losses, but are not
sufficient to bring insurers to a
break-even point. Price hikes will
have to continue throughout 1985
to "even approach tha:."

But, despite industry optimism,
looming immediately ahead is the
fourth quarter, when insurers are
expected to boost their reserves,
which will cut into earnings. Ana-
lysts, in general, consider the in-
dustry to be underreserved, with
the Insurance Services Offices' esti-

mate of a 10% reserve deficiency
the most-quoted figure.

"It seems prices have turned, and
there should be an improvement in
results sometime in the not-too-dis-

November 12, 1984

Prescott, Ball & Turben, Inc.

tant future, but the companies have
yet to realize the full extent of
weakness in the balance sheet, par-
ticularly the under-accrual for loss
reserves in the past four years,"
says James B. Stradtner, a general
partner at Baltimore-based Alex.
Brown & Sons.

Insurers are expected to boost
their reserves during the last quar-
ter with the idea of starting 1985, a
year with anticipated higher earn-
ings, with a clean slate.

Chubb has been boosting its re-
serves throughout the year, and an-
ticipates additional strengthening
during the fourth quarter. "We ex-
pect things to get better in '85 and
better in '86," says a company
spokesman, noting Chubb prefers
to "make absolutely certain" its re-
serves are where they should be by
year-end, rather than risk hurting
future good results.

Some observers say there may
be limits on how much insurers

will boost their reserves. First Bos-

ton's Mr. Seifer says he would wel-
come a big increase during the
fourth quarter, "but I'm not sure
the companies have the stomach to
do that and admit their reserves of

the' past few years are inadequate."
Mr. Mooney says that while there

is a "lot of evidence" to indicate re-

serves are now inadequate, "there's
limits to what you can do in that
whole area." Reserve strengthen-
ing, he adds, must be in compliance
with regulatory and Internal Reve-
nue Service procedures.

Morgan Stanley's Mr. Rosenthal
says one reason for the need for ad-
ditional reserves is the high num-
ber of claims. Medical malpractice,
toxic substance liability and "just
general liability" claims have risen
substantially, he says.

Actuaries, he explains, suspect
this growth is related to the
strength of the economy, but they
cannot explain the connection.
"Lots of actuaries are scratching
their heads. They certainly have a
lot of egg on their face" as they try
to explain to their superiors why
claim frequency is higher than
they originally estimated, he
pointed out.

As insurers continue to ring up
heavy underwriting losses, they are
trying to get the most mileage from
investment income by switching
from tax-free securities to taxable

investments. There is no need for

tax-free income because of insur-

ers' underwriting losses, while tax-
ables are higher-yielding, notes
Gloria L. Vogel, vp of Legg Mason
Wood Walker Inc. in New York.

There have been no "wholesale,
large divestitures," however, says
Smith Barney's Mr. Anthony. In
general, firms have been reinvest-
ing funds in taxable instruments as
the funds become available.

Investing in taxables permits in-
surers to "stretch out the loss of de-

ferred tax credits," says one ana-
lyst. Forty-six percent of a prop-
erty/casualty insurer's under-
writing losses are ordinarily
tax-deductible if they can be offset
against deferred tax liabilities, but
these deferred tax credits are being
used up by the sheer volume of un-
derwriting losses. Those insurers
that have not already run out of
these credits are husbanding their
remaining credits carefully.

Two other tactics insurers are

using to boost investment income
are the use of put options and sale-
leaseback arrangements.

In a put option transaction, a
property/casualty insurer sells
municipal bonds to another com-
pany for their cost plus a small
premium. The buyer is also given
a "put," entitling it to sell the
bonds back to the insurer after a

period of time.
The insurer then takes the pro-

ceeds of the sale, invests them in
taxable instruments and eventually
buys back the municipal bonds.

Continued on facing page



Summary of major property/casualty insurers , nine.month results
(All amounts in thousands of dollars)

(Ranked by change in aftertax operating income)

Corporate Property/casualty operations
Anertall Percent Net

Consolidated Percent
ope,atng inciase

Pretax PercentCombined' Combinedi Pretax Percent
Rank

Percent
revInues income (decline)

p,emiums Increase undenMming Increasera«0 .lo investment Increase
1984 w,Itten (decrea*e) Policyholders increase

1984 1984 1983-1984 1984 1983
Income (loss) (decline) Income (decrease)1984 1983-1984 Surplus (decrease)

1984 1983-1984 1984 1983-1984 1984 1983-1984

1 Fremont General Corp. 525,652 (2,469) 33.9 129.2 1289 226,835 33.1 (62,416) (21.0) 36,962 15.72 American General Corp. 3,976,000 277,900 N/A N/A29.9 126.83 11483 772,700
3 The Continental Corp. 4.8 (196,400) (112.8)

3,450,000
97,300 3.0 540,80050,000 20.8 (10.3)

114.3 115.1 1,960,000 5.4 (275,100) 2.6 264,2004 Old Republic Int'1 (inc. lifep 19.1
387,915 44,200 N/A N/A

13.0 N/A N/A N/A N/A N/A N/A
5 SAFECO Corp. N/A N/A

1,435,796 N/A
96,096 N/A1.3 109.3 102.7 729,944 8.4

6 The Travelers Corp. & subs. 10,148,815 225,366
(64,695) (267.9) 82,450 7.0

(4.0) 115.5
435,934 (12.1)

1174 2,574,844 12.7 (394,953) (59.6) 216,406 8.8
7 American International Group 3,120,000 279,729 937,849 (4.2)(14.5) 106.1 99.5 1,809,367 0.6 (114,057) (476.1) 243,4288 USF&G Corp. 1.8 2,824,0212,039,900 8.5

89,300 (27.8) 123.63 115.23 1,658,3003 13.7 (391,600) (70.2) 323,100 25.59 CNA Financial Corp. 2,734,300 702,60073,900 (56.3)(32.2) 126.0 119.9 1,404,2003 21.2 (389,600)3 (52.7) 341,300310 General Re Corp. 17.2 1,029,8001,308,373 93,644
1.8

(40.1) 119.53 10323 776,359 16.4 (143,515) (720.8) 155,969 14.111 Aetna Life & Casualty Co. 641,38611,380,900 149,200 (41.8) (27.3)117.6 112.6
12 Chubb Corp.

2,996,800 7.9 (468,900)
1,464,200

(42.0) 390,800
39,300 (43.8)

7.0 1,432,993 (19.5)
114.83 10643 1,043,600 10.2 (149,700) (155.9) 113,500 19.513 Hartford Insurance Group 4,245,802 415,000

85,518 (51.3) (3.1)122.2 112.7 2,373,772
14 Reliance Ins. Co. & subs.

0.7 (500,542)
1,063,638 (70.5) 345,778

24,008 (54.5)
2.0 1,274,147 (15.1)113.93 108.33 957,227 10.4 (122,753) (106.9) 127,04315 Ohio Casualty Corp. 4.9 584,152698,165 20,134 (56.3) 113.5 105.8 664,802 3.6

16 Royal Group (U.S. subs.)3
(87,541) (131.1)

N/A (94,000) (64.9)
75,535 12.8

121.5
343,999 (26.6)

1161 954,000 (0.5) (207,000) (32.7) 140,000 7717 Hartford Steam Boiler 177,286 N/A
4,241 N/A

(69.3) 115.8 98 0 118,352 (1.8) (18,567) (945.1) 15,129 18.818 The Home Group Inc. 110,966
1,540,614 17,337 (40.8)(69.7) 130.0 120.5 1,167,919 (3.5) (337,182) (38.3) 240,692 6.319 Fireman's Fund Ins. Cos. 571,7983,023,056 32,553 (4.1)(81.0) 120.1 1116 2,133,058 (2.1) (432,572) (82.4) 299,63820 Kemper Corp. (5.8) 677,1441,704,142 7,087 (27.6)(85.1) 122.5 111.6 481,731 (26.4) (115,594) (56.1) 58,53021 CIGNA Corp. 5.9 299,80410,663,512 2,389 (8.0)(99.2) 129.83 118.93 3,105,162 14.4 (928,902) (68.9) 428,33122 Crum & Forster Inc. 2.1 1,115,000

N/A (21,283) (122.5) (17.2)
121.2 1115 1,687,453 23.1 (360,700) (220.6) 246,01723 Sentry Ins. Cos.3 8.7

354,390 N/A N/A(6,314) (180.6) 115.7 1093 641,650 13.1
24 The St. Paul Cos. Inc.

(108,424) (77.4)
1,731,438 (93,193) (190.1)

72,195 7.2 178,266 (21.1)
128.93 11153 1,374,287 8.4 (388,127) (173.0) 235,407 15.325 Mission Ins. Group Inc. 568,500

398,648 (102,010) (695.3) (37.8)
146.3 1120 343,479 13.1

- Liberty Mutual Ins. Co.
(149,685) (329.3) 40,894 17.6 142,783N/A (48.7)N/A N/A 117.9 1163 2,243,430 3.7 (313,997) (27.5) 397,681 3.5- Commercial Union Ins. (U.S.) N/A N/A

N/A
N/A

N/A 122.12 11852 991,1003 (7.2) (209,000)3
- Wausau Insurance Cos. N/A

(4.5) 131,600 (6.7) 380,800
N/A (17.5)N/A 124.7 1254 847,833 13.0 (208,736) (65.8) 114,804 (27.8) N/A N/A

Cumulative 67,572,542 1,292,633 (51.8) 120.4 113.4 36,038,204 6.8 (7,140,258) (71.9) 5,234,689 7.1 15,207,742 (13.5)
1 After dividends. 2 Before dividends. ' Statutory. N/A-Company did not provide data.

Cont:nued fromfactng page some point It's a short fix for what should be ticipates the cycle will have turned and the sold the Insurance Co of North America's oldUSF&G Corp has invested $1413 million a long-term cure," he says Also, depending firm will need tax-free income againin put options, says Paul W Schlough, on what happens with interest rates, he says headquarters in Philadelphia in a $135 mil-
In a sale-leaseback arrangement, a com- lion transaction, says Mr FowlerUSF&G's vp-investor relations Ohio Casu- companies risk having to buy back the mu- pany sells a building, usually its headquar- Miller Tabak's Mr Brokaw says companiesalty put through two put option deals, one for nicipal bonds at a loss

about $60 million in the third quarter and ters, with the proviso that it can lease it for engaging in sale-leasebacks are doing thingsBut, Mr Mencer says, "We don't view it as an agreed period of time The proceeds of the that "don't make much economic sense," butone for about $25 million in the fourth quar- being a particularly risky transaction for us, sale are then investedter, says C David Mencer, controller the way it's been structured CIGNA's Mr Fowler disagrees
Among companies that have made sale- "It makes economic sense for us to doBut some insurers don't engage in put op- The company's tax-exempt bonds, he says, leaseback deals this year are USFUG, which that," he says Not only will CIGNA gain antions For instance, a Chubb spokesman says, were "not doing us any good because of our sold ltS Baltimore headquarters in July for immediate benefit from the sale, he says, but"We don't like that kind of an investment

underwriting loss " By the time the put $100 milhon with an estimated capital gain of the benefit will accrue over a period of time"They're Just going to come back at you at comes due in two years, he says, the firm an- $50 million, a spokesman says Also, CIGNA through investment income
.

< Bl Insurance Index81 Industry Stock Report 1

NOV. 20, 1984 11/14/84 rHRu 11/20/84 NOV. 20,1984 11/14/84 THRU 11/20/84 303

Insurance Cos 300
Price % Chg P/E $ Div % Yld High Low Vol (000)
--- ----I-- Price % Chg P/E $ Div % yld High Low Vol (000) 20:

Aetna Life & Cas Co 200NYSE 34.63 -2.1 17 8 2.64 7.6 35.25 34.63 389.7 United States Fid & Gty Co NYSE 2388 -35 77 208 87 2488 2358 372.8
American Bankers Ins Group OTC 11.25 0 0 6.9 0.50 4 4 11.38 11.13 100.1 United Svcs Life Ins Co OTC 28.63 00 82 1.20 4.2 28.63 28.63 99

285

American General Corp NYSE 23.75 -5 9 8.8 0.90 3.8 25.00 23.75 572 3 Uslife Corp NYSE 33.88 11 94 104 31 34 38* 33.50 760 0 280American Indty Fint Corp OTC 17.25 00 0.0 1.12 6.5 17.25 17.25 1.7
American Intl Group Inc NYSE 64 50 -4.4 12 6 0.44 0.7 67.38 64.50 569.3 Washington Natl Corp NYSE 2088 -4 6 11 5 1 08 5 2 21.75 20.88 54 3 275

Zenith Natl Ins Corp OTC 11.50 -2.1 91 068 59 11.50 11.50 31 9
American Natl Ins Co OTC 28.00 -3 4 77 1.08 3.9

270
28.88 28.00 52 6

Aneco Reins Ltd OTC 1.38 -8 3 4.0 0.00 0 0 1.50 1.38 55 INSURANCE COMPANIES AVERAGE 13 1 39

Avemco Corp AMEx 19.50 -1.9 13 1 0.60 3 1 20.00 19.50 22

Banks Iowa Inc OTC 43.50 -2.2 13 7 1.56 3.6 44.00 43.00 62
260

Bitco Corp OTC 6 50 -7 1 0.0 0.40 6 2 7.00 6.50 45 0 Agents/Brokers 9KS

Carolina Cas Ins Co OTC 3.25 0 0 0.0 0.00 0 0 3.25 3.25 00 250

Chubb Corp NYSE 46.75 -3.1 11.9 2.20 4 7 48.38 46.75 490.0 Ale*ander & Alexander Svcs NYSE 24.00 00 00 100 42 24.25 24.00 119.2 245
Combined Intl Corp NYSE 34.88 -2 1 88 208 60 35.50 34.88 66 5 Baldwin & Lyons Inc OTC 42.00 0 0 14 7 0.80 1 9 42.00 42.00 05
Continental Corp NYSE 31.88 -7 3 212.5 2.60 8 2 34.50 31.88 575 6 Corroon & Black Corp 240

NYSE 28.00 -0 9 37 3 1 00 3 6 28.25 28.00 76 4
Crawford & Co OTC 18.25 0.0 11.7 0.66 3 6 18.25 18.25 2 7 Crump E H Cos Inc OTC 1800 51 161 044 24 18 38* 17.63 28 6 23S .

Emett & Chandler Cos Inc OTC 11.00 0 0 0.0 0.00 0 0 11.00 11.00 00
Crown Life Ins Co OTC 115.50 0.0 7 5 4.00 3.5 115.50 115.50

n.'0
04 j1

Employers Cas Co OTC 36.25 3 6 8.3 1.20 3 3 36.25 35.00 10 1 Gallagher Arthur J & Co OTC 27.00 0 9 19 3 0.22 0.0 27.00 27.00 31 8 225
Equifax Inc NYSE 32.00 -0 4 12 9 1.70 5 3 32 63* 32.00 50 3 Hall Frank B & Co Inc NYSE 2400 -4 5 29.6 100 4 2 '5'9 * -'5 025.00 24 00 90 5
Farmers Group Inc OTC 49.25 -1 3 10 6 1.52 3 1 49.75 49.25 476 9 Integrated Rei Inc AMEX 1838 00 71 0.00 00 18.50 18.38 81 6

444,4 : 11
Foremost Corp Amer OTC 27.50 -0.9 16 1 0.96 3.5 27.75 27.50 63 9 Marsh & Mclennan Cos Inc NYSE 52 25 -1 9 25 2 240 4 6 54.00 52.25 96 6

Poe & Assoc Inc OTC 575 00 00 0.00 00 5.75 5.75 01
1

Fremont Gen Corp OTC 14.50 -14.7 20.7 0.48 3.3 16.88 14.50 177 7

Great West Llfe Assurn Co OTC 310.50 00 83 12.00 39 310.50 310.50 0 0 Reed Stenhouse Cos Ltd OTC 13.13 -2 8 25 2 0.60 4 6 13.38 13.13 87
Hanover Ins Co OTC 28 00 0.9 13 3 0.56 2.0 28.00 27.75 18 7 The Business Insurance index of insurance in-
Hartford Steam Boiler Insptn OTC 58.00 -0.9 28.3 3.00 5.2 58.50 58.00 27 AGENTS/BROKERS AVERAGE 24 7 27

Jefferson Natl Life Ins Co OTC 21 00 -4.0 9 9 0.44 2 1 21.88 21.00 11 9 dustry stocks declined for the second consecu-
American Express(Fireman's Fd) NYSE 34.50 -3 5 18 0 1 28 3 7 34 75 34 50 3,558 9 tive week during the trading period ending Nov.

Kemper Corp OTC 40.38 0 6 41 6 1.80 4 5 41.00 40.38 74 8

Lincoln Natl Corp Ind Anderson Clayton(Ranger/PanAm) NYSE 33 75 0 7 15 9 1 32 3 9 33 88 33.63NYSE 37.50 -7 4 87 1.84 49 40.38 37 50 476.5 Armco Inc 30 3 19. The 8/ index closed at 265.2 on Nov. 19,
Mission Ins Group Inc NYSE 763 -4.7 00 050 66 7.75 7 50* 348 2 Baldwin Utd Corp NYSE 10.63 -4.5 00 000 00 11.13 10 63 299 9 down 5.1 points from 270.3 on Nov. 13. Nine
Northwestern Natl Life Ins OTC 26 00 -2.8 10 1 0.80 3 1 27 00 26.00 147 2 CIGNA Corp NYSE 069 -83 00 000 00 0.81 0.69 137 1

NYSE 38.25 -4 4 31 6 2.60 6 8Ohio Cas Corp OTC 41.13 00 15.6 268 6.5 41.13 41.00 53 3 39.38 38.25 929 4 stocks were up, 37 were down, and 15 were
Old Rep Intl Corp City Investing Co (Home Ins ) NYSE 36 75 -10 9 88 200 54 38 75 36 75 2,220 9 unchanged. The biggest gains were by States-OTC 32 75 -0.8 66 088 2.7 33 00 32 75 24 9 CNA Finl Corp (CNA) NYSE 29.13 2 2 14 2 0.00 0 0Orion Cap Corp 29.13 28.75 35 2 man Group Inc., up 7.5%; Crump Cos. Inc., up
Preferred Risk Life Ins Co NYSE 22.25 -4.3 25 9 0.76 3 4 22 75 22 25 45 1 Control Data (Comml Credit) NYSE 34 88 -3 1 96 066 19 36 88 34 88 2,454 0OTC 26.00 2 0 10.2 0.74 2 8 26.00* 25.75 1 5 General Re Corp
Provident Life & Acc Ins Co OTC 80.00 -0 6 7.5 2.88 3 6 NYSE 58.63 -2 3 20 4 1.44 2 5

80.00 79.50 59 75 58.63 379 1 5.1%; Employers Casualty Co., up 3.6%; CNA
St Paul Cos Inc OTC

33 2 1TT (Hartford Group)
47 88 -3.3 97 7 3.00 6 3 49.00 47.88 883.5

NYSE 26 00 -6 3 71 100 38 27.00 26.00 3,487 4 Financial Corp., up 2.2%; and Preferred R,sk
SAFECO Corp

Optimum Hldg Corp OTC 250 -91 00 000 00 2.75 2 50* 10 Life insurance Co., up 2%. The biggest losses
Sri Corp OTC 29.13 -6.8 8.1 150 52 30 13 29 13 361 2 Sears Roebuck & Co (Allstate) NYSE 30 38 -4 3 .76 176 58.31 50 .30 25 2.497 2 Were by Fremont General Corp., down 14.7%;OTC 16.75 -2 9 13.8 0.68 4 1 17.25 16.75 70.9 Teledyne Inc (Argonaut)
Seibels Bruce Group Inc OTC 20.50 38 00 080 39 20.50 20.25 NiSE 25800 00 126 000 00 25800 25700

35 6 Transamerica Corp
149 0

Statesman Group Inc OTC Optimum Holding Corp., down 9.1%; Aneco Re-538 75 80 0.15 28 5.38 5.00 78 9
(Occidental & Fred S James) NYSE 25 00 -2 9 10 4 1.64 6 6Tok,0 Marine & Fire Ins Co OTC 136.75 -1 6 27 6 1.05 0 8 138.50 136.75 26.00 25.0019 945 1 insurance Co. Ltd., down 8.3%; Lincoln National

..r 3

CONGLOMERATES/-HOLDING COS AVERAGE -27 6
Travelers Corp

22
NYSE 35.75 -1.4 90 192 5.4 36.25 35.75 360 0 Corp., down 7.4%; and Continental Corp., down

United Fire & Cas Co OTC 17.00 0.0 0.0 0.80 47 17.00 17.00 00 7.3%. The 8/ index declined 1.9%, comparedRecord high/low since Jan 1, 1984 4*.tem divgn ilim,in inf,irm.ition $,.t,m. with a drop of 1.8% by the NYSE composite and
the Dow Jones 30 Industrials.
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Where doesacompany
that turns waste into profits
find efficient insurance protection?
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Insteel millsaround the world, International Mill Service operates
systems that convert mill wastes and slag into useful commercial
products.

So with a corporate mind-set of high efficiency, IMS sought
insurance protection for their U.S. operations that would provide the
best casualty coverage in the most efficient way

They found it at Northbrook.
Together, IMS and Northbrook worked out a loss-sensitive

pricing program. Essentially, it enabled IMS to operate much like a
self-insured.

According to Stephen Heumann,"Whatthatdid was increase
employee incentive toward loss reduction. And with continued
employee involvement, plus strong, ongoing communication
between IMS and Northbrook, the program continues to get better
and better."

Take a lesson from IMS. See if the innovative Northbrook

approach to pricing can make your insurance protection more
efficient. Call your nearest Northbrook agent or broker today.

For more information: NORTH Northbrook
J. Don Johnson (Chicago) 312-551-2990

Chuck Gehrke (Atlanta) 404-435-2424 BROOK National Accounts
Cheri DeGeere (Los Angeles)714-851-1447

A Division of Northbrock Property
and Casualty Insurance Company
South Barrington, Illino s 60010


