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House votes
to eliminate
Section 89

By JERRY GEISEL

WASHINGTON-Section 89 is

on its way to the congressional
scrapheap

The House of Representatives
last week approved an amendment
by an overwhelming 390-36 margin
to totally repeal Section 89 of the
Internal Revenue Code, which sets
non-discrimination rules for wel-

fare plans.
House passage of the amendment

-offered by Rep. Byron Dorgan,
D-N.D., and attached to a budget

freconciliation bill-came almost

three years to the day that Con-
gress rubber-stamped Section 89
as part of the 1986 tax reform law.

Legislators used the very public
forum of debate on the House floor

to reject the law they had so si-
lently approved three years ago,
apparently oblivious to the com-
plications contained in the statute
or the political firestorm it would
ignite.

Section 89 was "unscientific, un-

professional backroom tinkering

that produced a legislative Fran-
kenstein-complete with a bolt

through the head-that threatened
to rampage through America' s
hard-earned benefit plans," said
Rep. Dorgan.

"Did Section 89 bring credit to
this great institution? The answer
is a resounding no. Section 89 is a
national embarrassment," Rep.
Dorgan said.

That "embarrassment" almost

certainly appears to be almost
over.

The House this week is expected
to pass the budget reconciliation
bill. And while the Senate earlier

approved a proposal-attached to
a child care bill-that would some-

what simplify Section 89, it is ex-
pected to follow the House's lead
and approve a complete repeal of
Section 89, benefit experts say.

"I don't think any senator is
likely to want to martyr him or
herself to try to save Section 89,"
said Henry Saveth, a principal
with A. Foster Higgins & Co. Inc.

Continued on page 54

Judge voids ruling
barring multiple
punitive awa rds

By STACY ADLER

NEWARK, N.J.-The U.S. Su-

preme Court or Congress should
decide whether multiple punitive
damage awards against one defen-
dant for a single action are a viola-
tion of due process, said a federal

*udge in vacating his landmark
/ ruling that such multiple awards

are unconstitutional.

After reconsidering his decision,
U.S. District Court Judge H. Lee
Sarokin decided on Sept. 5 that he
did not have the power t6 issue

such a sweeping opinion.
Judge Sarokin said that only the

Supreme Court and Congress have
the power to determine whether
manufacturers and distributors of

harmful products can to be hit
with more than one punitive dam-

age award for a single act of mis-
conduct.

"This court does not have the

power or the authority to prohibit
subsequent awards in other courts,
notwithstanding its opinion that
such subsequent awards violate the
due process rights of the defen-
dants against whom such verdicts
are entered," Judge Sarokin ex-
plained.

"Until there is uniformity either
through a Supreme Court decision
or national legislation, this court is
powerless to fashion a remedy
which will protect the due process
rights of this defendant or other
defendants similarly situated," he
said.

Attorney Victor Schwartz of

Crowell & Moring in Washington,
Continued on page 4

House rejects plan to share
control of pension assets
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Update

Repeal of Medicare expansion
set for House vote this week

WASHINGTON-The House of Repre-
sentatives this week is expected to vote
on two amendments to kill or drastically
cut back last year's expansion of the
federal Medicare program.

Congressional approval of either
amendment would significantly increase
the amount of benefits paid by em-
ployer-provided retiree health care
plans that are coordinated with Medi-
care.

In an unusual "King of the Hill" pro-
Continued on next page

Hurricane Hugo damaged an estimated 300,000 buildings in Charleston, S.C., alone.

Hugo's toll
Worst storm ever to cost

insurers at least $4 billion
The flood of claims created by Hurricane Hugo,

now acknowledged by the insurance industry as
the costliest storm on record, will not be enough to
immediately douse property/casualty insurance
rate cutting, many industry observers contend.

The Property Claims Services division of Ameri-
can Insurance Services Group Inc. late last week es-
timated that Hugo caused $3.984 billion of insured
property damage in the United States, Puerto Rico
and U.S. Virgin Islands, a record for a storm-re-
lated loss.

However, many observers predicted the full cost
of the storm-especially business interruption
claims from devastated Charleston, S.C.-will not
be known for months.

"The sleeping dog in this whole thing will be
business interruption losses," predicted Robert
Hastings, a vp in the Charlotte, N.C., office of
Johnson & Higgins.

"I'm sure we'll be tallying claims from this one a
year or two from now. It's something that could
take Charleston 10 years to clean up," said Lucy
Allison, a claims manager in the Charleston office
of Corroon & Black Corp.

An estimated 300,000 structures were damaged in
the Charleston area alone, according to Emmett

Employers, insurers hail
California comp reforms

Page 3

Kennedy, assistant catastrophe manager in the Dal-
las office of GAB Business Services Inc. and head of

GAB's South Carolina operations.
According to AISG's estimates, insured damage

in South Carolina totals an estimated $2.553

billion, including $1.52 billion in the four coastal
counties of Charleston, Horry, Georgetown and

Hugo is unlikely to trigger a major turnaround
in the reinsurance marketplace, U.S. reinsur-
ance executives say. See story, page 51.

Berkeley. North Carolina losses are estimated at
$275 million, while damage in Virginia and Georgia
is set at $5 million and $1 million, respectively.

Me inwhile, insured property damage is estimated
at $700 million in Puerto Rico and $450 million in

the U.S. Virgin Islands, AISG announced.
These estimates do not include roughly $500 mil-

lion in flood losses covered by the National Flood
Insurance Program and by private insurers partici-
pating in the federally-backed "write-your-own"
flood insurance program.

Continued on page 53

Employee suit alleges
ESOP was mismanaged
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Update Congress considers
Expanded Medicare repeal eyed
Continued *om previous page
cedure approved by the House Rules Committee, the full House will pension proposals
have separate votes on two Medicare measures that could be added
to the budget reconcillation bill

The first amendment, to be offered by Rep Brian Donnelly, D-Mass,
would repeal last year's Medicare expansion law That law gives the Firms to retai n Bill would tax
elderly more protection from acute care catastrophic expenses but also
imposes hefty new taxes on middle- and upper-mcome reurees to pay
for the coverage control of assets some plan gainsThe second amendment would eliminate most of the expanded Medi-
care Part A benefits, which cover hospital expenses, and Part B benefits, By JERRY GEISEL By ADRIENNE C. LOCKE
which cover physician expenses, and the so-called Medtcare surtax,
which now can be as much as $800 for a retiree WASHINGTON-Employers will not have to share WASHINGTON-Some employers will have to in-

However, the second amendment, to be proposed by Rep Fortney control of defined benefit and defined contribution crease their contributions to defined benefit pension
(Pete) Stark, D-Calif, would retain the new prescription drug ben- pension plan assets with employees under an amend- plans if Congress passes a Senate bill that would es-
efit scheduled to go into effect 1 1991 Under the Stark amend- ment approved last week by the House of Representa- tablish an excise tax on pension plans' shot t-term
ment, the prescription drug benefit would pay 50% of expenses after an tipes gains, experts say
$800 deductible rather than the scheduled $600 deductible By a 250-173 vote, the House embraced an amend- The legislation-which would apply to both defined

Under the "King of the Hill" procedure, the last amendment ac- ment by Rep Marge Roukema, R-N J, to strip a provi- benefit or defined contribution plans with $1 million
cepted by the House will be the one that carnes sion from a pending budget reconciliation bill that re- or more in assets-could be considered by Finance

quired boards o f employer and employee Committee Chairman Sen Lloyd Bentsen, D-Texas, as
Non-economic award cap axed representatives to control pension assets a possible option to help taise revenues to meet budget

The defeat of the "Visclosky amendment," named reduction goals
OLYMPIA, Wash -The Washington Supreme Court late last week after sponsor Rep Peter Visclosky, D-Ind, came amid However, pension experts predict that any levenue

upheld ltS landmark ruling that non-economic damage award caps a thundering congressional chorus of disapproval generated front such a tar would be offset by an in-
are unconstitutional Legislators had warned that approval of the Vis- crease in tax-deductible employei contributions to

After reconsidermg ltS April 27 decision that caps on damages for closky amendment would have been a grievous blow pension plans
claims of pain and suffering violate a plaintiff's right to trial by jury (BI, to the nation's private pension system Under S 1654, the Ercessive Chuining and Specula-
May 8), the court left intact its decision There can be no further ap- Employers would have terminated their pension tion Act, gains on plan assets held for 30 days 01 less
peals plans if they had to share control of plan assets with would be sublect to a 10% tax, and assets held between

The case involved a 1986 Washington tort reform law--one of the their employees while still remaining fully liable to 30 and 180 days would be subject to a 5% tar
most sweeping tort reforms m the nation (BI, Aug 18, 1986)-that make up for any investment losses, legislators said If the bill lS enacted, the tar would become effective
limited non-economic damages to between $125,000 and $600,000 "As long as employers make all the Contributions, immediately for gains on assets acquired aftel the ef-

Besides capping non-economic damages, the law amended joint take all the risks there iS no reason for them to feel fective date
and several liability in all cases except those involving hazardous they should share the investment decisions with other Gains resulting from some forms of hedging-such as
substances, tortious interference with contracts or busmess relations, or representatives," said Rep Bill Frenzel, R-Minn hedging to offset fluctuations in currencies 01 intelest
generic products The tort reform law replaces traditional lomt and Adoption of the Visclosky amendment would have rates-would not be subject to the tax
several habihty with a form of modified Joint and several habihty when caused many plans to be terminated or not set up, Rep The bill, Introduced last month by Republican Sens
the plaintiff is not at fault And, if the plaintiff is somewhat at fault, Frenzel warned Nancy Kassebaum and Robert Dole, both of Kansas, is
defendants are hable only to the extent of their fault And, congressional leaders said a budget reconcilia- an attempt to encourage pension plan managets to in-

The court m April upheld the joint and several liability provi- tion bill-intended to meet a federal budget target vest in more long-term instruments, explained Sen
sions m the law through a combination of revenue increases and Kassebaum when the bill was Introduced

Upon reconsideration, the court clarified that asbestos iS a haz- spending cuts-was no place to hide a proposal that But, the tax on short-term pension plan gains would
ardous substance and would fall under the Joint and several habil- ould hae such far-reaching consequences for em- create shortfalls in defined benefit plan assets and, as
ity exception As a result, defendants can be held jointly and severally Continued on page 44 Continued on page 54
liable in all asbestos personal injury actions in Washington state

Grand jury looks at USAir crash Directory to list N. Y. regs to cove r
NEW YORK-A New York grand jury is investigating the crash

of USAIr Flight 5050 at New York's La Guardia Airport
Two people were killed when the Boeing 737-400 broke mto three loss control firms purchasing groups

pieces in New York's East River on Sept 20 after takeoff was aborted
during rainy and foggy weather (BI, Sept 25) The Nov 20 issue of Business Insurance will By DOUGLAS McLEODQueens, NY, District Attorney John J Santucci requested the mves- contain the third annual directory of property
tigation to determine whether USAIr Group or any of its employees loss control consultants, published in conjunc- NEW YORK-Group property/casualty insurance
violated any state laws, but the district attorney has not specifically tion with a Spotlight Report on specialty risks programs-including risk purchasing gioups formed
targeted the airline or any particular employees, a spokesman said Insurance companies, brokers and other firms under the federal Risk Retention Act-will have to

However, the Federal Aviation Administration has suspended the that provide loss prevention inspections, build- comply with form filing, rating and coverage require-
licenses of the two pilots involved m the crash because they were ing plan reviews, loss prevention research, ments outlined in a New York Insurance Department
unavailable for questioning by FAA officials for more than 36 hours training seminars and other loss control consult- regulation that takes effect Friday
after they aborted takeoff That absence has ellminated any chance of ing services to companies, institutions and gov- The new regulation-Regulation 135-also covers
determining whether drugs of alcohol were factors in the crash, said ernment entities are eligible to be listed as long "quasi-groups" such as safety groups and rnass-rner-
FAA Administrator James A Busey as the service provided on a fee-for-service chandising programs foi commercial risks

The pilots can appeal their suspensions to the National Transpor- basis The new regulation is intended to provide uniform
tation Safety Board The directory is published as an editorial ser- rules for various group and quasi-group insurance

vice, there is no charge to be included However,

Pollution ruling stands: Court
programs and to "minimize potential unfairness and

loss control consultants must request, fill out uncertainty as variations of property/casualty groups,
and return a Bustness Insurance questionnaire

HARRISBURG, Pa -A Pennsylvama state appellate court refused to
quasi-groups and federal purchasing groups emerge,"

by Oct 16 to be hsted the department announced
reconsider its April 3 ruling that the pollution exclusion clause is not If you provide property loss control consulting A 1986 New York state law allowed group property/
ambiguous and bars coverage for pollution that is not sudden and acci- or engineering services and you have not yet re- casualty policies for public entities and non-profit or-
dental (BI, April 17) ceived a questionnaire, you may request one by

The Sept 21 decision stems from a coverage dispute between USF&G
ganizations, while the federal Risk Retention Act al-

writing Sara Harty, Editorial Assistant, Busz- lowed purchasing groups to be formed to buy commer-
Corp of Baltimore and the Lower Paxton Township of Pennsylvama ness Insurance, 740 N Rush St, Chicago, Ill cial liability coverages
over a $212,000 cleanup 60611-2590, orby calling 312-280-3195 A New York federal judge ruled in 1987 that the

The appellate court ruhng is expected to affect Philadelphia-based Continued on page 4
Westinghouse Electric Corp, which is suing more than 140 of its prop-
erty and hability msurers for the cleanup of 80 hazardous waste sites
nationwide, 17 of which are in Pennsylvania (BI, Apnl 4, 1988)
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NEW YORK-Sixteen employees
of Thomson MeKinnon Inc. are

suing the stockbrokerage and sev-
eral of its executives, charging that
officials mishandled the assets of

an employee stock ownership plan
so badly that the ESOP may now
be worthless.

In a class-action lawsuit filed in

U.S. District Court in New York,
the current and former employees
allege that Thomson McKinnon of-
ficials conspired to convert the
brokerage firm's assets to their
personal use.

The complaint also alleges that
Thomson MeKinnon officials

misrepresented the firm's financial
condition and caused the ESOP to

acquire Thomson McKinnon stock
at inflated prices.

Shortly after Thomson McKin-
non agreed in July to sell the bro-
kerage business of its major sub-
sidiary to Prudential-Bache
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Slur triggers outrage
Industry official likens consumer activists to Hitler

By DOUGLAS McLEOD

NEW YORK-Insurance consumer activ-

ists are expressing outrage over a recent
speech in which a National Assn. of Inde-
pendent Insurers official compared con-
sumer activists with Adolf Hitler.

Other industry trade groups, meanwhile,
are trying to distance themselves from the
remarks, which one trade group official la-
beled "unbelievably inappropriate."

The NAII itself last week issued a state-

ment disavowing the remarks of its Senior
Vp and General Counsel John B. Crosby

Mr. Crosby delivered the speech Sept.
22 at the annual meeting of the National
Assn. of Professional Surplus Lines Offices
in New York.

In the speech, Mr. Crosby described what
he called "some alarming parallels for how
Hitler took over the world and what is hap-
pening at the behest of consumer activists
to the insurance industry."

Among other things, Mr. Crosby charged
consumer groups with adopting the Nazi
propaganda device of the "Big Lie."

"The American public is being lied to
about the insurance industry," he charged.
"They're being told, for one, that they can
vote themselves rate reductions without

worrying about the underlying cost: 'Sure,
you can go to a voting booth and say yes to
Proposition 103 and rates will magically
come down.'

"And Hitler said the same thing: The Su-
detenland was absolutely the last territory
in Europe that he needed to conquer."

Mr. Crosby also inveighed against what
he called -appeasement" of consumer ac-

tivists by insurance industry executives.
"It was the same in 1939," he said. "Many

of the leaders of His Majesty's government
thought that they could strike a deal with
Hitler. If they only knew his price, all of
this territorial expansion would go away.

"Unfortunately, the same is true for the

Employee suit claims
ESOP mismanaged

By DOUGLAS McLEOD Securities Inc., the firm's employ-
ees were notified that Thomson

MeKinnon stock in the ESOP may
have no value, the complaint says.

The suit also charges Coopers &
Lybrand, Thomson McKinnon's

auditor, with failing to uncover the
alleged problems.

Donald G. McCabe, Thomson
McKinnon's general counsel, de-
scribed the complaint as "replete
with inaccuracies" and said the firm

will "vigorously defend" itself.
A Coopers & Lybrand spokesman

said the firm's lawyers are studying
the cornplaint.

The lawsuit was filed Sept. 21 by
16 current and former employees
of New York-based Thomson

MeKinnon on behalf of all partici-
pants in the firm's ESOP.

In addition to Thomson McKin-

non, the suit names John J. Ma-

loney Jr., the firm's former chair-
man and chief executive, who
resigned in December 1987; J.

Continued on page 42

Plaintiffs seek

full benefits for

manic depression
By STACY ADLER

CHICAGO-A lawsuit filed in Illinois state court against two
group health care insurers attacks insurers' practice of classifying
manie depression as a psychological rather than a physical illness,
resulting in reduced coverage for claimants.

The suit, which seeks class-action status, asks for unspecified
compensatory damages from Travelers Insurance Co. of Illinois in
Chicago, a unit of Travelers Corp., and New York-based Guardian
Life Insurance Co. of America.

The suit seeks increased health insurance benefits for all of the

two insurers' Illinois policyholders suffering from manie depression
who have received reduced insurance benefits.

The lawsuit, filed Sept. 22 in Cook County Circuit Court, says
the insurers should cover manie depression as a physical illness
rather than a psychological illness.

However, the suit does not seek punitive damages.
The two insurers, like other group health insurers, provide less

coverage for claims stemming from psychological disorders-in-
cluding manie depression-than for claims stemming from physi-
cal disorders.

But, plaintiffs' attorney Robert Gettleman, a partner in the Chi-
cago law firm of D'Ancona & Pflaum, who filed the lawsuit, as-
serted: "The insurance industry is far behind the medical profession

Continued on page 45

insurance industry today. Many of our
leaders think that we can sit down with

consumer activists. (like) the Harvey Ro-
senfields, the Ralph Naders and yes, sadly,
the Bob Hunters. They think they can sit
down, shake hands, strike a deal; that
they'll take something less than Proposition
103 and this problem will go away.

"What we don't seem to understand in

the industry is that in the Santa Monica
bunker where Harvey Rosenfield hangs out,
making war is a virtue," Mr. Crosby said.

"Like Hitler, there is no appeasement.
They want it all," he said.

Mr. Rosenfield is chairman of Voters Re-

volt to Cut Insurance Rates, the Santa
Monica, Calif.-based group that sponsored
Proposition 103. J. Robert Hunter is presi-
dent of the National Insurance Consumer

Organization of Alexandria, Va.
Noting that the insurance industry has

made efforts to be more responsive to con-
sumers, Mr. Crosby complained that the in-

dustry is getting no credit from consumer
activists.

"I believe our hand is out to Mr. Nader, to
Mr. Rosenfield, to Mr. Hunter. .and any-
body else that will give us a fair hearing
and cooperate with us and try to solve the
insurance problems facing our country," he
said.

"But if the hand that is held out is re-

fused. . .then our opponents should prepare
themselves for a decade of struggle, and an-
other decade after that. Some may appease
you, consumer activists, but we at the NAIL
and I would hope you at NAPSLO, at our
end of the trench, would not be dismayed
by the prospect of 'blood, toil and tears and
sweat,' " Mr. Crosby said.

Concluding his speech with another of
Winston Churchill's World War II invoca-

tions to "never give in," Mr. Crosby re-
ceived thunderous applause from an audi-
ence of more than 200.

Continued on page 12

Employers, insurers hail
California comp reforms

By MEG FLETCHER

SACRAMENTO, Calif.-California employers, in-
surers and labor groups are applauding enactment
of the first significant reform of the state's workers
compensation system in decades.

A two-bill package, which was signed last week by
Gov. George Deukmejian and will take effect Jan. 1,
will lead to vast improvements in California's workers
compensation system, which has been plagued for
years by high costs and low benefit levels, employers,
insurer and labor officials say.

The legislation will amend the state's existing work
comp laws to provide at least $1.4 billion in new
indemnity benefits for injured workers over the next
three years, while providing incentives for early reha-
bilitation.

It also is expected to reduce litigation by requiring
an injured employee to file a claim with his or her
employer before hiring a lawyer, limiting some stress
claims and streamlining the process for resolving med-
ical-legal disputes, including requiring an employee to
choose a state-designated medical examiner to evalu-
ate his or her condition in disputed cases.

In addition, cost control measures will limit the
number of employer-paid medical evaluations an em-
ployee-claimant is permitted and cut by 10% the fees
charged by medical-legal experts for evaluations of in-
jured workers. Rehabilitation service provider fees
also will be cut by 10%.

The bills, A.B. 276 and S.B. 47, also will improve the
general administration of the state workers compensa-
tion system by allocating $2.5 million for more than
120 additional staff members to reduce the backlog of
disputed cases, to assist injured workers and to audit
employer compliance and assess increased penalties
for violations.

In addition, the legislation authorizes a study of a
state law that establishes the minimum rate workers

compensation insurers must charge.

The bulk of the cost of the reforms will be funded by
employers and insurers, said Alan Tebb, general man-
ager of the California Workers' Compensation Insti-
tute, the research arm for nearly all work comp insur-
ers in the state.

It is estimated that employers will pay about 50% of
the cost through higher premiums or state-mandated
assessments, while insurers will pay about 33% of the
cost through a three-year, progressive reduction in the
expense component in rates that the state allows insur-
ers to charge. Money saved through other system
changes should fund the remaining 17%, he said.

While employers are bearing the brunt of the costs,
business representatives say they are affordable, espe-
cially in light of the reforms' potential for slowing the
future escalation of work comp costs.

Employers that purchase workers compensation in-
surance are expected to see premiums rise 1% in 1990,
2.5% in 1991 and 0.6% in 1992, Mr. Tebb said.

Continued on page 43



4 / Business Insurance, October 2, 1989

Punitive damages
Continued from page 1

D.C., a product liability sci-olar cor-
curs with Judge Sarokin's decision.

"The judge clearly recognizes that
the only way to correct the due pro-
cess problems of punitive damage
awards effectively is through St.-
preme Court action or national legis-
lation. Individual courts-ever_ fed-

eral courts-cannot do fhis," Mr.

Schwartz said. "Judge Sarokk sim-
ply does not have the power to stop a
court in Wyoming from aw arding pa-
nitive damages."

In his decision, Judge Sarok: n
urged the U.S. Supreme Court or
Congress to create a sing13, national
policy regarding multiple punitive
damage awards.

Attorneys predict that Congress
will not likely tackle such a con-
troversial issue in the near future.

However, they say the Supreme
Court within the next two -0 three

years is almost certain -.0 address
whether punitive damages violate the

due process clause (BI, July 3).
"There is no doubt that this issue

will be addressed by the U.S. Su-

preme Court," said attorney Victor
Levit of Barger & Wolen in San
Francisco, predicting the court will
rule that multiple or excessive puni-
tive damages do violate the 14th

Amendment's due process clause.
Although Judge Sarokin said he

lacked the authority to enforce his
March 9 ruling that multiple puni-
tive damage awards are uncor.stitu-
tional, he did rot retract his cpinion
(BI, March 13).

"The court abides by its ruling that
multiple awards of punitive damages

for a single course of conduct violate
the fundamental fairness require-
ment of the due process clause but
concludes that equitable and practi-

cal concerns prevent it from fash-
ioning a fair and effective remedy,"
Judge Sarokin said.

But, Judge S arokin explained that
he was concerned that juries that re-
turned the first punitive damage
awards against defendants did not

take into account the full scope of the
defendants' misconduct.

"Given the diversity of treatment

of punitive damages awards in the
50 states, it would be impossible for
this court to ensure that the 'one and

only' prior award contemplated the
'full'damage caused by a defendant's
wrongful conduct," he said.

"Many states have caps or other

limitations on awards of punitive
damages which restrict a jury's abil-
ity to award what they might deter-
mine to be the 'correct' amount of

punitive damages to fully punish the
defendant for its wrongful conduct."

Mr. Levit praised Judge Sarokin
for "realizing the question cf retroac-
tivity must be addressed," referring
to concerns that a prior punitive
damage award did not contemplate
that it would be the only punitive

damage award. In fact, judges more
frequently are questioning whether
their rulings can be effectively ap-
plied retroactively, he said.

Judge Sarokin also expressed con-
cern about applying his decision to

future punitive damage awards, "ab-

sent uniformity either through legis-
lation or a Supreme Court determi-
nation/'

The judge said he "is powerless
to limit other courts from consid-

ering identical punitive dama.ge
claims against the same defendants,
making prospective implementation
of this ruling impossible."

However, Judge Sarokin said that

he possibly would rule in the future
that a particular repetitive punitive
damage award is a violation of a de-
fendant's due process rights under
the 14th Amendment, unless plain-
tiffs can provide evidence of addi-
tional wrongfulness that a judge or
jury did not take into account in a
previous punitive damage award.

Judge Sarokin detailed a four-
pronged test to determine whether
a subsequent punitive damage award
would violate a defendant's 14th

Amendment right to due process.

• A full and complete hearing
must be held to investigate the scope

and consequence of a manufacturer's

Mistakes codi be emsed,
but they can be covered.

Everyone makes mistakes. But who says your
clients have to pay a king's ransom for them? In the
suit-happy'80s, more and more businesses and service
organizations have become especially vulnerable to suits
caused by their actual or alleged mors and omissions.

Media/Professional Insurance, Inc. has designed
policies for a multitude of unusual or complex expo-
sures. Our on-staff attorneys, underwriters and claims
experts work as a ream to ensure a comprehensive
understanding of each policy's coverage And by using
only A-rated companies, Media/Professional can offer
thorough coverage at realistic premiums.

Media/Professional is a leader in errors and omis-

sions and specialized coverages. For a lot of very sound
reasons.

So before your client's seemingly small mistake
prompts a massive lawsuit, call or write Media/Profes-
sional. Forallthe mistakes you can't correct

[U] Media/Professional Insurance, Inc.
Two Pershing Squom, Suite 800 - 2300 Main Street
Kansas fity, Missoud 64108 · 816-471-6118

America's E&0 Authority

conduct.

• All those with claims against the

defendant must be given adequate
representation and be able to present
evidence regarding the claim for pu-
nitive damages.

• The jury must be instructed that
its award of punitive damages would

be the only punitive damage award
leveled against the defendant.

• Any other conditions necessary
to assure a "full, fair and complete

presentation of all the relevant evi-
dence in support and in opposition to
the claim" must be considered.

The case before Judge Sarokin
stemmed from a claim by Stephen

Juzwin, an asbestos industry worker
who contracted asbestosis, and his

wife against 15 asbestos manufactur-
ers. In their complaint, the Juzwins

sought $2 million in compensatory
and punitive damages.

The asbestos manufacturers filed

a pretrial motion seeking a decla-
ration that the Juzwins' claim for

punitive damages violates, among

other things, the 14th Amendment's
due process clause.

It is on this motion that Judge
Sarokin has issued his opinions.

The Juzwin case now will go to
trial to determine how much, if any,
compensatory and punitive damages
should be awarded.

If the jury awards punitive dam-
ages, the asbestos manufacturers are
expected to file another motion ques-
tioning their constitutionality.

The judge will then determine
whether the previous punitive
awards paid by the 15 asbestos man-
ufacturers took into account the full

scope of their alleged wrongdoing.
.

Stephen Juzwin and Mary Juzwin
us. Amtorg Trading Corp. et al., U.S.
District Court for the District Of New
Jersey; No. 87-3876.

N.Y. regulations
Continued f'rom page 2
state has authority to regulate rates
and policy forms for purchasing

group coverages (BI, Oct. 5, 1987)
The new regulation, issued last

week, supersedes all earlier Insur-

ance Department circular letters gov-
erning some quasi-group programs.

However, the regulation does not
affect New York Regulation 134,

which was adopted in February 1988
and requires purchasing groups to try

to place coverage with authorized in-
surers before using surplus lines
markets (BI, Feb. 29, 1988).

Among other things, the new Regu-
lation 135:

• Requires prior approval of policy
forms, rating classifications and ter-
ritories used by licensed insurers that
issue policies to purchasing groups or
other groups or quasi-groups.

• Requires that rates and rating
plans used by licensed insurers of
groups comply with Article 23 of
New York's insurance law, which sets

various rating requirements-includ-
ing prior approval, file and use and
flex-rating-depending on the types
of insurance written.

• Forbids aggregate liability limits
on group policies, master policies or
certificates. Likewise, group policies
may not contain a shared group de-
ductible or self-insured retention; in-

stead, deductibles must apply strictly
on an individual basis to members.

The regulation also makes group
policies, master policies and certif-
icates subject to applicable New York
laws governing cancellation, non-re-
newal and conditional renewal.

• Requires that groups and quasi-

groups-with the exception of pur-
chasing groups-be formed for some
purpose other than buying insurance
and must consist of more than 10

members, unless each member gen-
erates annual revenues of at least $5

million or annual premiums of
$500,000, in which case groups as
small as five members are allowed.

True groups-as opposed to quasi-
groups-must also be homogeneous
in nature, based on Insurance De-

partment standards, and members
must be either public entities or non-

profit organizations. I



Caterpillar Inc., whose equipment shapes the world, relies on Wausau's flexibility to help shape theirbusiness in-
surance program.

At some locations, this Peoria-based company has full workers compensation insurance from Wausau. At others,
they self-insure and buy Wausau services. Like expert claims handling. Overall, Caterpillar has excess coverage from us
to protect their entire workers comp program.

It's a relationship that's evolved over 40 years, demonstrating Wausau's willingness to tailor coverages and services
to meet Caterpillar's changing needs. Because, at Wausau, our goal is helping -m
policyholders achieve their goals. ,„,..3 WAUSAU

If your company has special needs - or some things you don't need - Ir - -==gWausau is willing to work with you to help shape your individual program. F Uiri n , INSURANCE

Wausau Insurance Companies, 2000 Westwood Drive, Wausau, Wisconsin 54401 ®lephone (715) 845-6211 A Member of the Nationwide® Group.
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Teacher pact pushes cost containment
By MICHAEL SCHACHNER

About 1,500 teachers in the Chi-

cago suburb of Elgin will pay a
hospitalization deductible for the
first time as well as substantial

penalties for failing to follow hos-
pitalization cost-containment pro-
cedures under a contract that set-

tled a 14-day strike last month.
Under the two-year contract,

teachers in Elgin Area Unit Dis-
trict 46 agreed to pay a $100 de-
ductible for hospitalization under
the district's self-insured indem-

nity plan, said Larry Drafall, sec-
ond vp with the Elgin Teachers
Assn., an affiliate of the National
Education Assn.

Teachers also agreed to continue
to pay a $100 deductible for major
medical coverage.

The district agreed to continue to

Benefit beat

pay all hospitalization and medical
costs after teachers meet the de-

ductibles.

Teachers' dependents will be re-
quired to pay 20% of first-dollar
major medical and hospitalization
expenses up to $1,000 annually,

according to Mr. Drafall.
He said the district had origi-

nally proposed combined major
medical and hospitalization de-
ductibles of $200 for individuals
and $600 for families, after which

expenses would have been paid in
full.

But teachers and dependents will
have to pay a penalty equal to 20%
of incurred hospitalization ex-
penses above the deductible if they

do not comply with cost-con.ain-
ment measures.

Those measures, which were re-
quired under the expired conlract

but carried no penalty, include
pre-certification for hospital ad-
missions, utilization ieview, see-

ond surgical opinions and concur-
rent medical review.

The new contract also calls for a

six-person insurance committee to

select companies to perform the dis-
trict's cost-containment services and

evaluate their performance,
The committee will consist of

three teachers and three adminis-

trators. Although the committee
was authorized by the 1987 con-
tract, it never became functional,

Mr. Drafall said.

The district wanted to initiate life-

time caps of between $25,000 and
$40,000 per person for mental health
and substance abuse treatment but

removed the demand from the bar-

gaining table, said Mr. Drafall.
Elgin teachers also will receive a

14.75% pay increase over the next
two years, Mr. Drafall said.

Health care costs

The cost to employers of provid-
ing health care benefits soared 71%
to $1,109 per covered life in 1988
from $649 per covered life in 1983,
according to a study conducted by
Westport, Conn.-based Corporate
Health Strategies.

The health care cost increases

were fueled not only by skyrock-
eting increases in the costs of out-

Smooth handing athigh speeds.

OUTPACES YESTERDAY'S

SOFTWARE BY 50 % !

New QicClaim/2 puts you on the road to
faster, more accurate claims processing.
The newest technology in benefits software
is engineered by RIMS, the industry leader.

50% MORE MILEAGE PER DAY

Procedure-driven claims processing means
productivity reaches the fast lane. And less
operator intervention boosts payment and data
accuracy. Standard feature: cost efficiency.

WE RUN WITH BM

Expanded hardware platforms include IBM,
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with more hardware options down the
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the operating system of the future. Standard making. Standard feature: easier staffing.
feature: maneuverability.

FREE DRIVING GLOVES
OPTIONS AVAILABLE WHEN YOU TEST

DRIVE!
An enhanced itinerary of software modules
shifts emphasis to your specific needs.
Plus, QicClaim/2 has more advanced
technology options available:
automated voice response software,
a plan-building module utilizing arti-
ficial intelligence, printers with MICR-
encoding capabilities and more. Standard
feature: flexibility.

OPERATE ON LEARNER'S PERMIT

A built-in "decision tree" holds all the

logic necessary for claims processing. uss
experienced adjusters simply enter the

V

Get behind the wheel for

the ultimate RIMS

experience. Call toll-free
1-800-950-0099 and

arrange for a pmduct
demonstration. We'11

provide a complete roadmap of QicClaim/2.
And we'11 throw in the driving gloves free
when you come in for your test drive.

n .- -. .
The Leader in Benefits Administration Software

patient and inpatient hospital set·-
vices, but also by huge increases in
the cost of mental health and sub-

stance abuse care at inpatient faci-
lities, the study found.

CHS, a health care information

and utilization review firm, looked
at the health care costs of 21 em-

ployers with more than 200,000

employees under the age of 65. The
study looked at the employers'
health care costs during two pei·i-

ods: between May 1983 and April
1984 and between May 1988 and
April 1989.

During the study periods, the
cost of outpatient services per co-
vered individual grew 142% to
$592 from $245 per person. The
study found that four services ac-
counted for 60% of the increase in

outpatient costs over the five

years. Costs increased 255% for
outpatient surgery; 244% for out-
patient hospital services; 159% for
diagnostic laboratory services; and
120% for diagnostic X-rays, ac-
cording to the study.

Meanwhile, the cost for inpatient
hospital services increased 70.5%
between 1983 and 1988, pointed
out David Rinaldo, director of
CHS's employer health care data
center.

However, medical/surgical hos-
pital admissions per 1,000 covered
individuals during the latter study
period fell 25% from 1983.

The study reported that the de-
cline in hospital admissions is
mostly attributable to reduced uti-
lization in three diagnostic cate-
gories: disorders of the musculos-
keletal system; ear, nose and throat
disorders; and skin, subcutaneous
tissue and breast ailments.

In addition, the average length of
stay for hospitalizations declined
0.5 days to 5.3 days from 5.8 days,
the study found.

However, mental disorder ad-
missions rose 37% between 1983

and 1988, the study reported. Sub-
stance abuse admissions increased

47%.

The study also found that treat-
ing adolescents for mental disor-
ders and substance abuse is far

more expensive than treating
adults.

According to the study, the aver-
age cost in 1988 of inpatient treat-
ment of an adolescent for a mental
disorder was $18,036, 91.3%

greater than the average cost of
$9,430 to treat an adult.

The average cost in 1988 of
treating an adolescent admitted for
substance abuse was $12,364,
51.5% greater than the average cost
of $8,160 to treat an adult.

And, the cost for substance abuse
treatment in a specialized facility
was $8,834 for an adolescent,

38.2% greater than the average cost
of $6,394 to treat an adult.

The study also broke down the
increases in the average cost per
covered life of inpatient treatment
for mental disorders and substance

abuse.

The average cost per covered life
of treating mental disorders in-
creased 132% in 1988 to $88 per
person from $38 in 1983.

The average cost per covered life
of treating substance abuse in-
creased 171% to $19 per person in
1988 from $7 in 1983, according to
the study.

And, the average cost per co-
vered life of treating substance
abuse in a specialized facility in-
creased 300% in 1988 to $4 per
covered person from $1 in 1983.

"The evidence noted here sug-
gests that the early 19905 will be
characterized by a continuation, if
not intensification, of these

trends," Mr. Rinaldo said.
Copies of the report may be ob-

tained free by writing: Employer
Health Care Data Center, Corpo-
rate Health Strategies, 276 Post
Road W., Westport, Conn. 06880. I



Very few things in life are more frustrating than waiting for money
that someone owes you.

Particularly if that someone is an insurance company.
Unfortunately, itrs by no means unusual to wait months on end for

an insurance company to pay up.
At Aetna, we thinkthats unconscionable.
So at our Employee Benefits Division, we've reduced the entire

health insurance claims process to a mere nine days Despite the fact
we receive nearly a quarter-million claims a day.

Of course,you don't getresults likethis bywavinga wand. At Aetna,
ittakes a national on-line claims network, three mainframe computers,
32 automatic collating machines, five huge Zip Code pre-sorters,
and 225 people dedicated solely to getting all those checks in the mail.

Still, we find the extra effort pays. We like to think that such un-
usual promptness is why so many companies are so
quick toemploy us fortheir employee benefit programs. /Etna

And why theyte so slow to leave us
AETNA. WE GIVE NEW MEANING TO THE WORD DILIGENT.

© 1989 AEtna Lifelnsurance Comp)amy
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Opinions
Dangers of debate

THE INSURANCE INDUSTRY is in danger ofalienating its supporters and the fence-sitters in itsdebate with insurance industry reform advocates if it FE #ISURER's bEBATE ENSEMBLE
succumbs to the temptation to fight rhetoric with rhet- fea, GLASSES f
oric. rmULroR *Th TO RECOWIZE

Increasingly, we hear insurance industry representa- 10 RGURE 60515 - CotISMER
tives attempt to dismiss criticism of the insurance in- OF REPEALI/6 CONCERRS J
dustry by discrediting its critics with such appellations AcCAER#J-FERS
as "irresponsible" or "dishonest." --7

True, some insurance industry critics do not re- BRIEKASE
frain from using inflammatory descriptions of insurers . TO GARRY 1like "fat cats" and "outlaws." And, they have at times - 0,+f FACTS
distorted the facts with their opinions on insurance 1 FOR CRITICS
industry accounting and pricing practices.

But, we think insurers do themselves a disservice
by responding in kind to such criticism with more -HiP&001%
narne calling. TD bEbRIE ,\V 'i

Indeed, insurers should respond to consumer ad- GORSMER
vocates' criticism with clear and concise information ,CAWOGATES
when it is necessary to set the record straight and with -•- #M iimproved products and services when consumers' criti-
cisms are valid.

Unfortunately, a recent speech by the general coun-
sel of the National Assn. of Independent Insurers did
little to promote the insurance industry's cause and
may have harmed it (see story, page 3).

The NAII's John Crosby compared the consumer
activists' efforts to reform insurance industry reg-
ulation with Adolf Hitler and his henchmen. Spe-
cifically, he said, "When you look at what's hap-
pening in the insurance industry, there are some

alarming parallels for how Hitler took over the world
and what is happening at the behest of consumer activ-
ists to the insurance industry."

To equate the consumer attack on the insurance
industry to the Nazi aggression preceding World War II
is to trivialize the horrible deaths, human suffering and
tragedy that Hitler inflicted on the world. It also
equates Ralph Nader, Bob Hunter and Harvey Rosen-
field with Hitler, an insult that no human being de-
serves.

To be fair to Mr. Crosby, who has distinguished
himself as a knowledgeable and reasonable advocate
for the insurance industry in other forums, we point
out that he was trying to make the point that consumer
activists are wrong when they tell voters that insurance
rates can be rolled back by legislation or referendum
without worrying about the underlying cost of losses
and that it is wrong to promote repeal of the McCar-
ran-Ferguson Act as the solution to insurance afforda-
bility problems. But, he went too far when he charac-
terized these assertions as the "Big Lie" like Hitler's
assertion that "the Sudetenland was absolutely the last
territory in Europe that he needed to conquer."

Thankfully, the NAII itself has issued a statement
disavowing Mr. Crosby's remarks. We hope this unfor-
tunate event serves as a lesson to others in the insur-

ance industry.
The misinformation and distortions of the facts

about insurance that some consumer activists pres-
ent to the public must be refuted. But the insur-

ance industry should stick to the facts, explained
clearly and candidly, and not resort to such outra-

geous rhetoric and name calling.
Consumer movements are reactions to events, real or

perceived, that tend to jeopardize the interests of con-

sumers and to which no response has been made by
either government or private enterprise. High taxes

spurred Proposition 13 in California in 1979. High-

priced and unavailable commercial insurance produced

captive insurance companies, risk retention groups and

risk purchasing groups. And, high auto insurance

prices in Los Angeles led to Proposition 103.
Consumer movements, despite the firebrands who

often appropriate their leadership through initiative
and demagoguery, never start in a vacuum. If they did,
they would not last through the afternoon of a short

day.
Insurers have to admit that they can be more effi-

cient, more creative and more responsive to the con-

sumer. To do so, insurers must really listen to consum-

ers' needs and criticisms and decide how to respond

with new and better products and services. Other U.S.
businesses know that.

But, the insurance industry tends to operate under a

"we can't do that" mentality instead of a can-do phi-

losophy. If the insurance industry would only listen, it
would find that its customers and its critics can ac-

tually help it improve its products and services.
What sounds likes name-calling and threats to insur-

ers should instead set insurance company executives'

minds spinning with creativity on how to solve the

perceived problems. That could open up new horizons

of business opportunities for insurers and create a corn-

munity of satisfied customers, which is what insurers
should want.

Letters

Oregon work comp changes save money
To the editor: The recommendations put

forth by the National Council on Compen-
sation Insurance's Workers Compensation
Congress were right on target (BI, Sept. 18).

Business Insurance welcomes let-

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

St..Chicago, 111., 60611.

In fact, we have found several of these rec-
ommendations to result in immediate cost

savings.
In Oregon, we are fortunate to have an

established fee schedule for outpatient med-
ical bills. In addition, a fee schedule for in-
patient hospital bills is expected to be es-
tablished within the next six months, and it
is anticipated that a maximum allowance

schedule for medical supplies and prescrip-
tion drugs will be forthcoming in 1990.

With this legislative support, we have
implemented comprehensive bill review and
utilization review systems for the lar-
gest workers compensation insurer in the
state.

As a testament to the results this type
of program can have, this insurer was able
to reduce medical claim costs by more than
15%, eliminate duplicate/excessive pay-
ments to providers and perform complete
utilization/overutilization review on a case-

by-case or individual provider basis. This
has resulted in substantial savings. .more
than $1 million during August alone.

Only by pursuing these techniques, with-
out sacrificing quality of care, can we hope
to contain the skyrocketing costs of health
care.

Michael Graff

Softouch Software Inc.

Portland, Ore.
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At issue

Are COBRA's health care coverage provisions meeting their objectives?

James I.

Metz

Coordinator-

emoloyee
benefits

Broward

Community
Co lege,
Fort Laiderdale,

Fla.

No; there are too many holes in the
coverage the way it's cu -rently struc-
tured. The cost of the plan is prohibi-
tive for anyone who real y needs the
insurance. If an employee is ill or
disabled and unemployed, he cannot
afford the premium, espe:ially if he or

she has a family. I think COBRA
should waive premium requirements
during disability.

r--* i

Lawrence J.

Bollinger
Director-em-

ployee benefits
Dow Chemical

USA,

Midland, Mich.

I believe so. However, the amount
employers are allowed to charge
does not cover the cost of COBRA to

a company. Because of adverse se-
lection, COBRA participants are
mostly users of the benefit, so the
employer doesn't get the advantage
of a group spread. One way to handle
that is to allow employers to charge a
greater premium.

/144*-\

Rich

Maduzia

.. Manager-em-

14 2 ,-'/ - ployee benefits
\-" / '- Budget Rent-

a-Car Corp.,
Chicago

I don't believe it is. The number of

people electing COBRA coverage is
quite small, obviously because of the
high premium cost. The result is that
those who absolutely need the cover-
age because they're ill pay the pre-
mium. But, the people who should
have protection-employees with
young families--don't take it because
the cost is prohibitive.

4,126>..

Julie Rose

Hempel
Manager-bene-
fits/payroll
American

Capital Man-
agement &

Research Inc.,
Houston

I definitely think it fills a gap. It meets
the needs of those people who antici-
pate a long wait before another job is
available or who have pre-existing
medical conditions. Sometimes the

cost may seem prohibitive to employ-
ees, but when they pay the full pre-
mium, they still benefit from the group
rating structure. In many cases indi-
vidual coverage would cost more.

Compiled by Christine Woolsey

CELESTIAL VISIONS

What an awe-inspiring

 view of Uranus andfive of its moons shot

by Voyager Il in 1986.
What breathtaking scien-

= tific progress, considering
that Uranus was only

discovered in 1781. Who accomplished
this remarkable feat? It was a son of

Hannover, Friedrich Wilhelm Herschel,

who detected the 7th planet. Mankind's
unquenchable thirst for knowledge

propels us on. We endeavour to
recapture his spirit of determination,
ingenuity and professionalism in our
worldly universe of Reinsurance. May

yoir Reinsurance protection always be
under a lucky star.

Li_62*
HANNOVER RE · EISEN UND STAHL RE

Karl-Wechert-Allee 50 D-3000 Hannover 61· West Germany
Telephone 49-511-5604-0 Telex 922599 hres
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Health care

bill approved
in California

By DONNA DiBLASE

SACRAMENTO, Calif.-A wea-
kened package of legislation aimed
at ensuring health care coverage
for all employed Californians was
signed late last month by Gov.
George Deukmejian.

The "Tucker Health Insurance

Act of 1989" calls for a study of
ways to establish a statutory basic
level of health care benefits to be

provided by employers and estab-
lishes tax credits for employers
that provide a basic health care
plan.

However, the bill signed by the
governor was not nearly as wide-
reaching as a bill approved this
summer by the California Assem-
bly mandating that employers with
more than five employees offer
basic health insurance to all em-

ployees working at least 20 hours
per week.

That legislation, A.B. 350, which
was sponsored by Assembly
Speaker Willie L. Brown Jr., D-
Oakland, also would have required
employers to pay 75% of the pre-
mium for the basic health coverage
(BI, July 3).

But the benefit mandate portion
of A.B. 350 was removed, pending
the study.

The governor also signed S.B.
1207, which calls for the state to
provide a tax incentive of $25 per
employee per month to employers
that begin offering a health insur-
ance plan equal to or exceeding the

'The government
process works best

when it is

deliberative,' says
Assemblyman Brown.

basic plan that was outlined in
A.B. 350.

The definition of basic health

benefits and the tax credits for

providing them are scheduled to
take effect on Jan. 1, 1992.

S.B. 1207 was sponsored by Sen.
Majority Leader Barry Keene, D-
Vallejo

The task force set up by the
amended A.B. 350, which must re-

port its recommendations to the
Legislature by March 1, also will
study ways to make group health
coverage available and affordable
to small employers.

After the task force makes its

recommendations, the Legislature
will decide on further action re-

garding employer-provided health
insurance.

Assemblyman Brown, who led
the push in the Legislature for
mandating employers to provide
health insurance, said he expects
some negative public reaction to
the weakened legislation signed by
the governor.

"There are critics of the Legisla-
ture and the governor who will at-
tempt to place health insurance in-
itiatives on the ballot next year
because they feel the Legislature
has not done enough," the Assem-
bly speaker said.

However, "the government pro-
cess works best when it is delibera-

tive. Careful deliberation cannot

always accommodate sweeping
changes in as short a time frame as
many of us would like," Assembly-
man Brown said.

"Nonetheless, we have made sig-
nificant progress and have estab-
lished a time frame for our quick
resolution of the remaining differ-
ences" over the issue of mandating
employers to offer coverage, he
noted. I
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Lines Offices Ltd has elected

1 oui top officeis to seive the or-
4 1

ganitation in 1989-90
11

At its annual meeting in New 4
1 -

Yok last month, NAPSLO
members chose Kevin P

1 I 4 -t

Brooks, president of General If . S-' 1
Star Management Co 01 Slam- Yr

fold Conn , as the association s
new piesident

in addition, Joseph D Tim-
mons, president of Agency Man-
ailement Coip , was elected
NAPSLO vp, Joeph M Walsh, 355

president of American Empire
Suiplus Lines Insurance Co,
was elected secretaiv, and Kuit
Bingeman, president of Russell
Bond & Co, was elected trea-
%uier

The NAPSLO confrience

drew almost 2,000 registrants,
including the spouses of .R A

. a@8
NAPSLO members Registrants
attended panel discussions on
what the 19906 will bring for
surplus lines insurers and bro-
kei 6 and how surplus lines reg-
ulation may change Every year, the direction is the same Our clients don't have to think about us For

Next year's NAPSLO meeting
will be held m Dallas in Sep- Conservative growth Controlled expansion more than seven decades, we've been there when
tember, with the exact location
and dates to be announced

Fol more information, contact Calculated risk-taking It makes us easy to over- we were needed Year after year
Maik Graham, Communications

Coordinator, NAPSLO, P O look Anc that's the point So, before you choose a reinsurer, look beyond
Box 2866(), Kansas City, Mo
64118, 816-455-3210



Wholesalers must cope with changes: Broker
By DOUGLAS McLEOD

NEW YORK-The surplus lines in-
surance marketplace is changing rap-
idly and wholesale brokers will have
to surmount a variety of obstacles if
they are to' survive in the 1990s, a
panel of experts says.

Several evolutionary trends in the
surplus lines market are already visi-
ble, and brokers must be prepared to
respond to them, observed Warren S.
Stanley, president and chief execu-
tive officer of Swett & Crawford

Group in Los Angeles, the nation's
largest surplus lines insurance bro-
ker.

Addressing the annual convention
of the National Assn. of Professional

Surplus Lines Offices late last month
in New York, Mr. Stanley noted the
following forces are affecting the
wholesale market:

• A "dissipation of defined boun-
daries" between the surplus lines
marketplace and lhe admitted mar-
ketplace.

Changes in market cycles, for ex-
ample, have shifted business back
and forth between the surplus lines
market and standard markets (see
story, page 14).

"It is difficult to know today when
retailing begins and when wholesal-
ing begins," Mr. Stanley observed.

"I think that trend is going to con-
tinue into the 1990s," he said.

• Consolidation of retail insurance

cistribution systerns, which may cut
into the wholesale brokers' market.

The number of mdependent insur-
ance agents in the United States has
shrunk by more than one-third over
the last several years, partly as a re-
sult of mergers and acquisitions of
agencies, according to Mr. Stanley.

* 1-

1-

While this consolidation has
caused the wholesalers' customer

base to shrink, it has also left the
remaining retailers stronger and
more sophisticated, he said.

"To expect that we as wholesalers
are not going to be impacted by that

change in the

0
retail system is
foolhardy," Mr.

* Stanley warned.

• Increasing
"vertical inte-

gration" of bro-

kerage opera-
tions.

Large alpha-
bet brokers have set up their own
wholesale subsidiaries, while larger
independent brokers have developed
other arrangements, such as joint
ventures with wholesalers, Mr. Stan-
ley noted.

1- 1-

1-

• Expansion of "business liabili-
ties."

These include the costs o. operat-
ing a wholesale brokerage including
liabilities related to errors and omis-

sions, Mr. Stanley explained
• Changes in the exten: 90 which

a hard market cycle will drive new
business to the surplus iines rnar-

ket.

While the hard market of l985 was

a boon to wholesalers, the rext hard

cycle is likely to be blunted by sev-
eral factors, including the fear of ad-
verse consumer reactiom and the

growth of alternative policyhclder-
owned facilities, Mr. Stanley sug-
gested.

"Those of us waiting fer 19 35 to
reappear in 1993 are goir-g to have
a very, very long wait," Mr Stanley
said.

To cope with these and other

THIT - .4.//2 ' . .]']>&(.tzillillililili

the tempting terms and condi-ions some may a contract a reinsurer can bring you today.

offer you today. Look at strength. Stability. It's whether they'll be back tomorrow to honor it.

Reliability. Look at ERC. EMPLOYERS REINSURANCE
Because the important thing isn't what kind of 5200 Metcalf, Overland Park, Kansas 66201

A General filecuic Fiancial Servic£s w,;pany.
Employers Reinsurance Cmporaion and its sulsidiQDies, witl *es located in: Atlanta / Boston /Chicago / Columbus / Copenhagen / Houston / London / Las Angeks/New Ywk/Philade*hia / San Francisco/ Toronto

changes in the wholesale brokerage
arena, Mr. Stanley also noted sev-
eral steps brokers must take to en-
sure their survival.

For example, wholesalers in the
1990s will have to build and main-

tain a stronger financial base than
they have in the past.

Retail brokers will be looking more
than ever before for financial stabil-

ity in their wholesale broker part-
ners, Mr. Stanley observed, explain-
ing that the retail brokers want to be
certain that wholesalers have the re-

sources to weather the financial

squeeze of a soft market cycle, adapt
to new computer hardware and soft-
ware requirements and deal with
mounting business liabilities.

"Historically, the buy-in for our
industry has been relatively cheap,"
he said. "I don't think that can con-

tinue."

According to Mr. Stanley, whole-
sale brokers must also:

• Create markets by identifying
previously unrecognized customer
needs and developing products to fill
them.

• Get closer to the insurance

buyers, by increasing contacts with
risk managers and industry trade as-
sociations.

• Build wholesaling organizations
that react quickly to customer needs
and changes in market conditions.

"Organizations that find them-
selves structured in concrete, that can

not adapt quickly, are going to have a
vely difficult time in the 1990s," Mr.
Stanley predicted.

John F O'Sullivan, a managing
director with Marsh & MeLennan

Worldwide Services in New York,

observed that today's increasingly
specialized surplus lines brokers can
make the process of obtaining insur-
ance more efficient.

Among other things, wholesalers
reduce distribution and service costs

by producing business, screening
submissions, providing uniform un-
derwriting criteria, documenting cov-
erage and processing claims, Mr.
O'Sullivan said.

Wholesalers also bring the added
advantages of specialized expertise,
credibility in the marketplace for
given classes of business and leverage
in the marketplace based on the vol-
ume of specialized business they
handle, he noted.

In addition to several of the trends

also noted by Mr. Stanley, Mr. O'Sul-
livan pointed out specialization as a
growing phenomenon in the surplus
lines industry, noting that as risks
becorne more complex, the need for
knowledgeable specialists also in-
creases.

Mr. O'Sullivan also called for a

"two-tier" approach to regulating
cornrnercial insurance.

While close regulation makes sense
in cases of "professional sellers"
dealing with "non-professional
buyers, in instances where we are
dealing with professional buyers and
sellers. . .it seems to me there should

be a reduced amount of regulatory
intrusion," he explained.

James H. Bryson, president of Bry-
son & Associates Inc. of Jenkintown,
Pa., also enumerated several chal-

lenges that surplus lines insurance
brokers will face in the next decade.

"There are some real beauties out

there on the horizon," Mr. Bryson
said.

Among these, he noted, are the
possibility of repeal of the McCar-
ran-Ferguson Act's limited antitrust
exemptions for insurers, California's
Proposition 103 and other forms of
consumer revolt; a shortage of under-
writing talent; mergers and acquisi-
tions among wholesalers; and insurer
solvency questions.

Also speaking on the panel was
Robert C. Quirk, secretary and trea-
surer of Quirk & Co. in San Antonio,
Texas.

The panel was moderated by Kurt
C. Bingeman, president of Russell
Bond & Co. Inc. of Buffalo, N.Y. I
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Creativity key to surplus lines: Insurer
By DOUGLAS McLEOD convention 11 the National Assn of Hughes wained ited antitrust exemptions for the ket cycles, and this in turn could

Professiona. Surplus Lines Offices • Increasing regulation, exem- insurance industry, he said, notirg lead to an eiosion oi non-admitted
NEW YORK-Surplus lines in- in New York las- month plified by the National Assn of In- the impact such a repeal would market business, he suggested

surers must be more creative in "If we con nue to act in this surance Commissioners' model bill have on insurance Iegulation • Change in the impact of mar-

developing new business oppor- passive, respeztable way, we'll be regulating managing general • Competition from admitted ket cycles

tunities if they hope to counter a in trouble,' h€ varned agents adopted at the NAIC's market insurers SUIplus lines insuieis have al-

growing threat from admitted Challeng.ng s irplus lines insur- Northeast Sulplus lines insurers have al- ways prided themselves on being
market insurers, one surplus lines eis to regain then creativity, he Zone meeting lowed much of their business to the 'safety valve" that takes the
executive says asked 'If we .re losing that, what  in Wilmington, move to the admitted market under pressure off the admitted market

Non-admitted markets have is our reaso-i tr being here?" ' Del (BI, Sept the assumption that it will all re- during a hard cycle, absoibing
grown too conventional, with many Duiing a Fanel discussion on 1.11 tuin when the property/casualty business the admitted maiket no
surplus lines insurers apparently "The 19905 How will surplus lines
content to sit and wait for hard companies cf pe?" Mr Hughes

The MGA market hardens and admitted in- longet wants, he observed
model bill was su Iers no longer want the business, Non-admitted insurers now seem

market cycles to drive standard noted several ssues that the sur- partly the re- he said to be counting on the next hard

market business their way, says plus lines r dustry has failed to sult of con- Calling this assumption 'com- maiket to pioduce the kind of
Derek Hughes, president and chief face ' head-37 ' These include sumers "bang- placent," Mi Hughes described the new-business bonanza that the
executive officer of Western World • The rise 02 consumerism ing on the table'' for more admitted market as a "sleeping hard market upheaval of 1985-86
Insurance Co of Ramsey, N J California': P-oposition 103 and regulation in the wake of massive giant" that is beginning to wake up produced, he said

"We are getting as button-down, similar con Burner-protection legis- insurer insolvencies and MGA to consumer demands for stability ' For us as an industty to iely on

as risk-averse, as commod- lation represent "the first shot in a frauds, Mr Hughes said and efficiency If admitted insurers this sort of complacent, passive
ity-driven as mainstream insur- consumer revolution" that will Meanwhile, heated debate con- become more attuned to these de- waiting around for Cycles is a great
ers," Mr Hughes said during a have a sigi*iffiant impact on the tinues over the possible repeal of mands, they may be less inclined to mistake," Mr Hughes said
panel discussion at the annual surplus lines marketplace, Mr the MeCarran-Feiguson Act's lim- let business come and go with mai- The combination of consumerism

and admitted-market competition
will not allow a return to the sul-

...

plus lines market's "rape and ptl-
lage" years of the mid-1980s, he
said

Along with these threats to sur-
plus lines insurers, Mr HughesCommitment. also noted that large alphabet and
second-tier retail brokers are in-

creasingly trying to dominate large
commercial accounts, cutting
wholesalers out of the picturePM Group, guiding the way "The cozy world of surplus lines

in Long Term Disability, makes as we have known lt over the last

25 years is changing," he observed
a commitment to service. And & The current competitive prop-

to you. By offering a Long erty/casualty market might well
continue indefinitely with only

4 ,,
Term Disability program that "modest corrections," predicted

is easy to sell, with competirive Patrick S O'Flynn, president of
Interstate Fire & Casualty Co of

commissions and quick turn-
. 1

around on proposals.
'If we continue to act

All from PM Group Life
in this passive,

Insurance Co., a wholly
owned subsidiary ofPacifc
Mutual Life Insurance Com-

respectable way,
we'll be in trouble,'

pany. Pacific Mutual is rated Mr. Hughes warns.

A+ (Superior) by A.M. Best
and has more than $25 bilhon Chicago, a surplus lines unit of

Fireman's Fund Insurance Cos

oflife insurance in force. This, in turn, will lead to in-

Extend our commitment tc creased scrutiny of insurer ex-
penses and will focus attention on

your clients. Offer them Long developing new markets, new

Term Disability coverage from products and greater specializa-
tion, according to Mr O'Flynn

the Power of the Pacific. Call The need to control expenses

PM Group today.
rnay also create a bigger role for
managing general agents, as insur-

PACIFIC MUTUAL
ers take a second look at their pro-
ducer arrangements, he added

D Michael Polizzi, president of

ee
Investors Insurance Co of America

in Laurence Harbor NJ, cited ex-
pense control as a key factor in
maintaining a healthy surplus lines

PM GROUP
5

insurer

Investors Insuiance will always*S..A+P
Member Pacitic Financ,al Companies have a relatively small staff and

THE POWER OF THE PACIFIC
'9% only one office location, spending

money instead on communications
1 800 544-3600 1 and computer equipment, Mr Po-

lizzi said

1, 700 Newport Center Drive, New port Bran, 9 92660 * Regarding the future of the sur-
plus lines market, he said that "as
long as we have plaintiffs' attor-

i

f
neys, we will always be in busi-
ness

To support this contention Mr
Polizzi cited a $520,000 award a
softball manufacturer was ordered

. ..& /3 I to pay a man injured after being
hit by a ball The plaintiff had
charged that the softball in ques-
tion was unreasonably dangerous
and that the manufacturer "knew
or should have known that the
softball would be used in a softball

game," Mr Polizzi said

*.

Because of this loss, the manu-

facturer was forced to go to the
surplus lines market for product 11-
ability coverage, he said

The panel was moderated by Ro-
bert B Angle, vp with wholesale
broker Montgomery & Collins Inc

I. in East Hartford, Conn
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Energy losses may drain capacity
By MICHAEL BRADFORD

HOUSTON-The huge energy-re-
lated losses in the past year could
cause capacity problems for marine
energy risks, according to the head of
a Lloyd's of London underwriting
agency.

The list of oil-related losses goes
on "ad nauseam," said Chris Rome,
president of C.W. Rome Under-
writing Agency at Lloyd's of London.

On top of the losses, a depressed
U.S. oil market and a resulting re-
duction in demand for energy cov-
erage has strained energy un-
derwriters' profits, Mr. Rome pointed
out during the 24th Annual Marine
Insurance Seminar held Sept. 17-19
in Houston.

Losses such as the the 11 mjllion-

gallon oil spill. in Alaska's ecologi-
cally rich Prince William Sound (BI,

Well about to run dry:' Underwriter
April 3), the Piper Alpha oil platform
in the North Sea (BI, July 11, 1988)
and the Enchova oil platform off the
coast of Brazil (BI, May 30, 1988)
have strained the capacity of energy
insurance underwriters, Mr. Rome
noted.

Exxon Corp. has said it has $400
million in coverage to respond to the
Exxon Valdez oil spill in Alaska, the
Piper Alpha loss is estimated at $1.4
billion and the Enchova loss is esti-

mated at $330 million.

"You cannot go on drawing water
from the well without, before long,
the well running dry. The well, ladies
and gentleman, I think is about to
run dry," Mr. Rome said.

Energy insurance capacity also will

partly depend on the willingness of
reinsurers to accept oil and gas busi-
ness, Mr. Rome noted.

But, he predicted a ;'smaller and
more expensive reinsurance market,
- leading, of

1 course, to fur-
<r·1* ther pressure on

the profit mar-
gins of the al-

\*/•if ready belea-
guered direct
insurers. The

only possible
result of this

will be a reduction in the size of the

direct market."

Another factor influencing insur-
ance capacity for energy risks is the

fluctuating rate of international cur-
rencies, according to Mr. Rome.

The oil industry is largely based
on the U.S. dollar, while the main

market for coverage is centered in
London, he said, adding the U.S. dol-
lar has strengthened recen.ly in rela-
tion to the British pound.

While this has meant a boost to

underwriters' incomes, it also has in-
creased the size of some losses, he ex-
plained.

Mr. Rome also noted that "it's not

just the losses we suffered these last
few years which have made our lives
as underwriters so miserable. We've

seen our client base suffering from
the vagaries of a wildly fluctuating
oil price."
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And, as oil and gas producers have
suffered, so have underwriters, Mr.
Rome explained.

"For the underwriting years of
1987 and 1988, there is virtually no
chance of a profit on our oil and
gas accounts, and with present rat-
ing levels and continuing losses, no
hope of a satisfactory profit in 1989
either," he said.

Despite the gloomy current state
of the oil industry, energy insurance
"makes good business sense" for oil

and gas risks, he said.
"Make no mistake, ladies and gent-

lemen: The oil industry does need the
insurance industry," Mr. Rome as-
serted.

"Why does a company the size of
Exxon need to bother to insure at

all? Why do the other oil majors need
to insure, when their own individual
capital bases match those of the in-

surance industry there to protect
them?" Mr. Rome asked.

Mr. Rome then explained that en-

ergy coverage "provides a leveling
out of peaks and troughs of business.
And, in an industry such as the pe-
troleum industry, where there are so
many difficult and unpredictable
factors at play, it makes good sense to
eliminate, wherever possible, the im-
pact of such events."

Insurers "provide valuable finan-

cial support in times of natural or
man-made disasters," Mr. Rome

pointed out.
"It remains, therefore, as much in

their interest as ours that there re-

main a strong and profitable and
continuing insurance market," he
said.

Mr. Rome also noted that "the

overall capacity of the Lloyd's mar-
ket is likely to remain static, or even
decline in the next two or three

years."
"We shall see some changes in our

industry," he predicted.
"We shall see some failures in the

reinsurance market" and challenges
from the use of new technology in oil
and gas exploration, he said.

But, Mr. Rome pledged that en-
ergy underwriters "will continue in

the long tradition of Lloyd's and the
insurance market in providing a
good, secure service to the indus-
try we serve." I

Marine
conference

draws 1,000
HOUSTON-The Houston

Marine Insurance Seminar con-

tinues to be a popular draw,
with about 1,000 participants
attending the 24th annual
meeting Sept. 17-19 at the
Adam's Mark Hotel.

The annual gathering of un-
derwriters, brokers, risk man-
agers, attorneys and other ma-
rine industry professionals
heard a lineup of speakers from
the United States and London

share their knowledge of shi-
powner's liability, oil pollution
and cleanup, the changing ma-
rine insurance industry and
other related concerns.

Proceeds from the conference

are donated to several organiza-
tions, including the Texas A&M
University Maritime Academy
and the Tulane University Law
Review.

Information on the Houston

Mariner's Club is available

from Conference Chairman

Stanley N. Bayless at Johnson &
Higgins of Texas Inc. in Hous-
ton at 713-651-1900.

The 25th Annual Houston

Marine Insurance Seminar is

scheduled for Sept. 16-18, i990,
at the Adam's Mark Hotel.
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Insurer advocates no=fault clean u %-
By MICHAEL BRADFORD

HOUSTON-A no-fault hazard-

ous waste cleanup trust fund fin-
aneed by commercial insurance
polieyholders, self-insurers and in-
surance companies would be more
effective than the Superfund Act in
cleaning up the nation's hazardous
waste sites, according t6 an insurer
executive.

Superfund-the Comprehensive
Environmental Response, Compen-
sation and Liability Act of
1980-has been ineffective in

cleaning up hazardous waste sites
because it has spawned numerous
lawsuits by the government, com-
panies charged with polluting the
environment and insurers, causing
millions of dollars to be spent on
legal fees, explained John J. Ro-
berts, vice chairman of New York-
based Ameri e an In tern ation al

Group Inc. F -
As a result, very few hazardous

waste sites have been cleaned up,
Mr. Roberts said.

However, the National Environ=

mental Trust Fund, first outlined
by AIG Chairman and Chief Exec-
utive Offieer Maurice R. Greenberg
earlier this year (BI, March 6),
would be a more efficient way to
deal with hazardous waste

cleanup, Mr. Roberts asserted at
the 24th Annual Houston Marine

Insurance Seminar sponsored last i

month by the Houston Mariners
Club.

Mr. Roberts explained that the
fund would be financed by impos-
ing "a separate earmarked fee
added to all commercial industrial

property and casualty insurance
prem iumspaidin the United I
States. In addition, a method of
payment could be established for 1

those corporations that are self-in- 
sured."

A premium fee of 2% imposed onall insurance buyers-including in- 
surance companies-and an equiv- 1
alent charge for self-insurers 
would generate $3 billion annually
-enough to clean up the 1,000
most hazardous waste sites identi-

fied by the U.S. Environmental
Protection Agency, he said.

At least $25 billion is required
during the next decade to clean up
around 1,000 sites already identi-
fied as needing "urgent action."

The plan also would generate
enough money to clean up addi-
tional sites identified during the
next decade, Mr. Roberts said.

Mr. Roberts referred to govern-
ment studies that show as many as
425,000 potential hazardous waste
sites may need to be investigated,
although not all of those will have
to be cleaned up. |

He said estimates for cleaning up ,
a site requiring immediate atten-
tion vary from a total of $150 mil-
lion to $700 million.

"These funds would be collected

by insurance companies and remit-
ted to a responsible agency with an
advisory board of private citizens
and public officials who would be
responsible for administering the
program," Mr. Roberts explained.

"The National Environmental

Trust Fund would thus not require
a new government agency or an ex-

pensive and complex collection
system," he added.

Mr. Roberts said the trust fund

should be used only for its "stated
purpose: That ·is to finance the 
cleanup of the highest priority haz-
ardous waste sites created by past
polluters."

Mr. Roberts emphasized that the
trust should deal only with "exist-

ing sites created by waste disposal
occurring in the past. The fund
would not apply to any environ-
mental damage occurring hence-
forth."

In addition, the fund would not

be used to clean up sites that were
deliberately polluted "where it is

clear who is responsible," Mr. Ro-
berts said.

Parties responsible for deliberate
acts of pollution should be held
strictly liable for the cost of clean-
ing up the polluted site, he main-
tained.

Mr. Roberts noted that while Su-

perfund was enacted-and reauth-
orized in 1986-with the intention

of starting cleanup of 375 of the
1,000 most hazardous waste sites,
"to date, cleanup of only 27 has
been completed."

He also cited a report by the
General Accounting Office that
casts doubts about whether "the

Superfund program, as currently
operating, will ever achieve the
cleanup of all hazardous waste
sites.-

Several factors have eroded the

effectiveness of the Superfund law

and the effort to clean up hazard-
ous waste in the United States, Mr.
Roberts noted.

Those fae-

tom are:

* The diffi-

culty of col-
%/ 7 <«f' 11,e lecting cleanup

' 44 41 . i funds based on

*E9*C the principle of/ -;=0- W strict and ret-
reactive liabil-

ity.

"This means that companies are
now being held responsible for en-
vironmental damage which oc-
curred 20 or 30 years ago or even
longer. This liability is imposed
when those responsible did not
violate any laws when disposing
of their wastes," Mr. Roberts ex-

plained.
• The difficulty of determining

"who is responsible for pollution.
In most cases, the damage occurred
over several decades," he noted.

"Compounding the difficulty is
the fact that many of the hazard-
ous waste sites on the EPA's prior-
ity list are common dumping areas
used by dozens or even hundreds of
companies, individuals and munic-
ipalities," he said.

As a result, the costs associated
with merely identifying polluters
"are out of control," according to
Mr. Roberts.

• The magnitude of costs in-
volved in identifying and cleaning
up sites.

And "with the price of cleaning
up hazardous waste ranging from
several million to several billion

dollars, a simple fact emerges: No
one party, either in the private or
public sector, can be expected to

pfund
pay the entire brunt of the en-
vironmental cleanup job."

• Legal wranglings associated
with cleanups.

"Government is suing business;
business in turn is suing its insur-
ers," Mr. Roberts observed.

" Against this backdrop, one
thing is perfectly clear," Mr. Ro-
berts observed. "Our response to
the pollution crisis has been weak
and ineffective," he said.

"Environmental damage that oc-
eurred in the past is a problem we
all share. We need to put a stop to
the endless debate and the expen=
diture of huge sums of money
aimed at determining who is re-
sponsible for the old waste sites.
Instead, we need to spend th€
money and effort on cleaning up
the contamination," Mr. Roberts
said. I
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Maritime lawyer backs spililiability limits
By MICHAEL BRADFORD

HOUSTON-The spate of recent
oil tanker spill disasters under-
scores the need for legislation de-
fining-and limiting-the liability
of shipowners in such catastro-
phes, according to an attorney who
specializes in maritime law.

Each disaster seems to affect

"larger and sometimes more di-
verse segments of the population.
As the size of merchant vessels in-

creases, so have the stakes involved

in litigation surrounding maritime
casualties," said attorney Richard
W. Palmer of the Philadelphia firm
Palmer, Biezup & Henderson.

Those stakes "are high not only
in terms of dollar amounts but also

in terms of risk of life and environ-

mental damage resulting from oil
pollution," he observed during the
24th Annual Houston Marine In-

surance Seminar sponsored by the
Houston Mariners Club.

Mr. Palmer said the 11 million-

gallon Exxon Valdez oil spill in
Alaska's pristine Prince William
Sound in March (BI, April 3) and
the three oil spills totaling about 1
million gallons that fouled the Del-
aware River; Narragansett Bay,
R.I.; and Galveston Bay off the
coast of Texas within 12 hours in

June (BI, July 3) "are recent and
startling reminders of the far-
reaching impact which a major
marine casualty can have on vari-
ous segments of both industry and
society."

Because of the number of oil spill
incidents in U.S. waterways, "the
United States must have equitable
and predictable laws governing a
shipowner's right to limit its liabil-

ity,'' Mr.

 Palmer said.
"Whether or

-L tti Juirjenj equitable or
_,a, predictable is

now the sub-

ject of much
debate."

Mr. Palmer pointed out that a
shipowner's liability in a pollution
incident currently is determined
under several federal and state

laws, maritime statutes, interna-
tional conventions and foreign law,
depending on the location of the
spill and whether the vessel is
U.S.- or foreign-owned.

Such a "patchwork legal ap-
proach" has resulted in a confusing
array of judicial decisions and un-
predictability for shippers, insur-
ers and attorneys, he remarked.

But, in the wake of the Alaska oil
spill, a flurry of legislative activity
in Congress produced three pro-
posals for comprehensive oil pollu-
tion and liability schemes, Mr.
Palmer pointed out.

A Senate bill and two separate
House bills generally would limit a
tanker owner's liability under a
special type of no-fault compensa-
tion system (BI, Aug. 14).

The fund would pay not only the
cost of cleanup and restoration,
but also claims by private parties
for property damage and economic
loss.

However, the Senate bill would
allow individual states to continue

to impose unlimited liability on
companies responsible for oil
spills, while the House bills would
pre-empt all state laws regarding
oil spill liability.

Until a no-fault system is estab-
lished, Mr. Palmer said, shi-

powners can expect courts to con-
tinue to base their decisions of shi-

powners liability for spills on at
least one of three factors:

• Whether the vessel was pro-
perly operated or the crew had
been properly trained when the in-
cident occurred.

"Suffice it to say that cases in-
volving inadequate training and

instruction have not only required
that vessel operators maintain
written operating instructions for
the guidance of their masters and
watch officers, but also have more

recently required vessel owners
and operators to have effective
management systems in place to

verify that the company's instruc-
tions are actually being carried
out," Mr. Palmer said.

• Whether charts, navigation
aids or guidance systems were in-

adequate or inaccurate when the
incident occurred.

Courts have held management
responsible for accidents that oc-
curred because a vessel was not

equipped with up-to-date charts,
he noted.

"It goes without saying that a
vessel without adequate charts is
likely to be in trouble," Mr. Palmer

said.

• Whether ship machinery de-
fects resulted from either inade-

quate maintenance systems or in-

complete or irregular inspections

downs are merely the result of an
inadequate management system for
regular maintenance.'

All new oil tankers, meanwhile,
may have to be constructed with

Because of the number of oil spill incidents in U.S.
waterways, 'the United States must have equitable

and predictable laws governing a shipowner's
right to limit its liability,' says

maritime attorney Richard W. Palmer.

or repairs.
Defects in machinery may not be

obvious and often can be detected

only through careful inspection,
Mr. Palmer said.

But, he noted, "some break-

double hulls, pointed out Ken
Norris, director of the Environ-
mental Law Section at the Houston

law firm of Butler & Binion.

Mr. Norris said the U.S. Coast

Guard favors requirements that

would call for new tankers to have

double hulls.

He noted that U.S. Coast Guard

Admiral Paul Yost stated that if

the Exxon Valdez had had a double

hull when it grounded in Alaska,
almost 50% of the nearly 11-mil-
lion-gallon oil spill could have
been averted.

But, such a requirement could
lead to changes in the hull insur-
ance market that would create a

hardship for some tanker owners,
Mr. Norris asserted.

"I believe two tiers of pollution
insurance may evolve," he said.

One tier of insurance would be

written for new vessels, and
"owners of older vessels without

double bottoms or double hulls

probably will be required to pay
additional premiums, or be denied
coverage altogether," he said. I
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Brokers influence market cycles: Cox

Mr. Cox

By LINDA J. COLLINS

CHICAGO-Insurance brokers

"do a great deal" to trigger change
in commercial property/casualty
insurance markets, according to an
insurer executive.

At least 90% of the time, the
commercial property/casualty in-
surance "market moves because

the broker moves it," John R. Cox,
chairman of Bermuda-based

A.C.E. Ltd., told an audience pri-
marily composed of brokers and
insurers last month.

They were meeting as the Chi-
cago Chapter of the Society of
Chartered Property/Casualty Un-
derwriters.

While the "underwriter's appe-
tite for premium" plays a part in
market shifts, "the broker's appe-
tite for commission" also is a major

factor in driving rates down, Mr.
Cox explained.

Unless an insurer provides "hor-
rible" service to its clients, policy-
holders rarely move from one in-
surer to another except for lower
premiums, he said.

And, in seeking lower premiums
for their clients, brokers are the

major contributors in forcing down
property/casualty insurance rates,
according to Mr. Cox.

In fact, "you can almost tell
what's going on in the marketplace
by watching a broker's activities,"
Mr. Cox said.

When the market turns soft,
"there is an absolutely inordinate
number of broker-of-record

changes. You can expect pressure
from the broker to try to improve
coverage language, and you cer-
tainly can expect them to bring the

MERCANTILE & GENERAL

REINSURANCE

pressure on price/' Mr. Cox
pointed out.

He suggested that one way to
moderate the peaks and valleys
that characterize property/ca-
sualty insurance market cycles

would be to develop a

 better form of broker
compensation than the
traditional structure,
under which a broker re-

ceives a percentage of the
premium as a commis-
sion.

This system of broker
compensation often bears

little or no relationship to the
amount of work that a broker puts
into placing an account, Mr. Cox
said.

While a broker is "entitled to be

paid for his services and to earn a
fair return on his investment, the

method of getting a percentage of
premium just does not accomplish
this end," Mr. Cox explained.

In fact, he characterized the
state of broker compensation as
"the largest unsolved problem in
the commercial property/casualty
system today."

The incentive to maximize com-

missions sometimes "forces the

broker to press for concessions that
may not always be in the buyer's
best interest and almost always
forces the broker to think of him-

self first," he said.

Policyholders can compound this
problem, and sometimes can drive
up their premium costs, by "split-
ting their accounts among brokers,
even to the degree of having multi-
ple brokers on different layers of
the same coverage," Mr. Cox
noted.

He also pointed out that it is not
uncommon for a risk manager to
have several brokers compete
against each other under a bid sys-
tem. Under such as arrangement,
the broker is only paid if he wins
the account.

And, since this limits the insur-

ers a particular broker can ap-
proach--because two brokers can-
not approach the same insurance
comany on the same account-it

is also quite possible that the risk
manager will not end up with the
best insurer/broker combination,
he said.

As a suggested solution to the

problem, Mr. Cox offered: "It
would only be fair and equitable, if
the (risk manager) is going to use
several brokers on the account,
that he pay them directly for their
time and services and that the in-

surance company reward them
extra if they wind up writing the
account."

That is "one thought on how to
overcome where we are today," he
added.

He predicted that "if we can cure
the method of compensation to the
broker, we will make more

progress toward the flattening of
cycles than through any other sin-
gle means."

However, Mr. Cox did not down-
play the importance of the insur-

ance broker as an intermediary be-
tween insurers and their

policyholders.
"The most important contribu-

tion (the broker) brings to the table
is his own independence. In most
insurance transactions between

buyers and underwriters, the buyer
is too close to the issues and th€

underwriters are too far away for
there to be any agreements which
would be in the best interests 01

both parties," according to Mr.
COX.

"The broker has more knowledge
than the underwriter about the

buyer's business and more knowl-

edge about the underwriters' busi-
ness than the buyer and, as a re-
sult, he becomes very, very

important in that equation," h€
said.

In addition to his or her ability
to work as a liaison between th€

insurance company and the policy-
holder, the broker also brings ere-
ativity to the table, Mr. Cox noted.

This creativity has been respon-

sible for bringing into existence
such alternative risk financin
tools as policyholder-owned facili-
ties, like A.C.El, captive insurance
companies, and paid-loss retro-
spectively rated insurance pro-
grams, he pointed out.

A.C.E. Ltd. is the parent of ex-
cess liability and directors and of-

ficers liability insurer A.C.E. In-
surance Co. Ltd., which is based in
Berrnuda.

Mr. Cox stepped down as chiej
executive officer of A.C.E. in Sep-
tember, although he will be retain-
ing the title of chairman (BI, Sept
25).
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Vocational rehabilitation touted
By MEG FLETCHER Programs can aid workers, employersBALTIMORE Vocational reha-

bilitation programs can benefit
both employees and emploers if
planners can overcome some com-

mon hurdles to implementing the
programs, erperts say.

Employers that establish work-
able vocational rehabilitation pro-
grams are "on the right track" be-
cause they can reduce workers
compensation benefit costs while
helping injLred employees both fi-
nancially and psychologicallv, said

David Lewsley, manager of work-
ers compensation for Chrysler
Motors Corp. in Highland Park,
Mich.

Mr. Lewsley spoke during a
panel discussion at the 75th annual
convention of the International

Assn. of Industrial Accident

Boards & Commissions, held Sept.
16-20 in Baltimore.

Vocational rehabilitation pro-

grams help injured employees fi-
nancially by allowing them to re-
turn to work and, thus, collect full

wages instead of lower work comp
benefits.

The programs also help employ-
ees psychologically by making
them feel that they are still valu-
able members of the workforce,

which can prevent them from be-
coming depressed and confining

their activity to their homes, pan-
elists said.

However, implementing voca-
tional rehabilitation programs
means successfully negotiating
hurdles, including the reluctance
of a plant manager to rely on a re-
covering worker who is function-
ally impaired and union resistance

to changes in job assignments that
are not seniority-based, experts

Its a little late for
life insurance, but we can
insure him for posterity.

He never gives up. Dead 65 million
years and yet striking fear into the
hearts of insurance companies
everywhere. They're simply not armed
with the capabilities to deal with him. It
takes a specialist. An insurer who can
write that one-of-a-kind policy for that
odd, unusual or unwieldy risk.

At Atlantic Mutual our inland

expertise derives from a long
and active history in marine
underwriting. In the last century - I

and a hall, we've
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insured just about every size, shape
and species of marine risk there is.
Each risk unique. Each one requiring the
utmost in innovation and specialization.

While we believe there is no better

"school" than marine for

knowing how to assess
and underwrite inland

risks creatively, neither
is there any substitute

h ,
for up-to-the-minute

1-  . f«m technology Our highly
sophisticated computer

system is one of the best in
the business. It offers policyholders
access to an unprecedented amount
of claims information and helps in
tracking losses-those that manage to

4 4. escape our loss control services.
As many of our inland marine

customers have found, being insured
by Atlantic Mutual can be an unusual
experience, too-you stand the
possibility of receiving an annual
dividend. We've issued dividends to

one group or another every year
since 1855.

If you have an inland or marine risk
which other insurance companies find
intimidating, call your agent or broker
and ask about Atlantic Mutual. We don't

scare easily And we make no bones
about it.

Atlantic Mutual, 45 Wall Street, New
York, NY 10005.

s*AtianticMutual
What insurance is supposed to be.

say.

Employer-sponsored vocational
rehabilitation programs typically
consist of modified work or light-
duty jobs for employees at the
same plant or job site where they
suffered temporary disabilities
stemming from a work-related in-
juries.

But the concept can be expanded
to also include "work hardening"
therapy, which preparesarecov-
ering worker to return to work. In
addition, vocational rehabilitation
also can include retraining per-
manently disabled workers for jobs
in other fields.

Four large employers with oper-
ations in the Midwest have found

that vocational rehabilitation pro-

grams can bring positive results,
said Mr. Lewsley, who heads the

Michigan Self-Insurers' Assn.
For example, Detroit-based Gen-

eral Motors Corp. calculates that
its transitional workshop program
produced $1.7 million in net sav-
ings during its first 10 years of op-
eration at a center in Flint, Mich.

The program consists of assign-
ing physically capable employees
to day shifts of up to 90 days at the

transitional workshop, where they
would primarily sort small auto-

motive parts at their own pace for
their regular hourly wage.

GM estimates that it saved $4
million through a combination of

salvaged parts and reduced work
comp costs, which exceeded the
program's $2.3 million cost, Mr.
Lewsley said during his slide pre-
sentation. The actual savings may
be even greater because GM's cal-

culations do

not take into

account the

workers comp
benefits that it

may have paid in the future if
the ernployees
remained out-

side the work-

force, he added.

In addition, GM has seen a sig-
nificant decline in the number of

employees on compensatory leave,
he added.

Steelcase Inc., an office furniture

manufacturer in Grand Rapids,
Mich., operates a program that is
designed to bring employees back
to work as early as possible, be-
cause the company's theory is that

the longer a recuperating employee
stays at home, the more likely he or
she is to remain there, Mr. Lewsley
said.

Recuperating employees are

brought back and assigned to work
in a controlled environment de-

signed to prevent reinjury and to
allow more freedom to leave for

medical treatment, he said.
Assignments vary, but typically

consist of sorting and bundling
towels and safety sleeves or sta-

pling instructions to bags of
screws.

Steelease executives credit the

program with showing employees
that they care and with reducing
workers comp claim-related litiga-
tion, Mr. Lewsley said.

The company estimates that the

work done by the recuperating em-
ployees has saved it about $150,000
in vendor costs.

Tacoma, Wash.-based Weyer-
haeuser Co., which operates a fa-
cility in Marshall Field, Wis., also
focuses on getting employees back

to work early to existing jobs that
don't pose a risk of reinjury.

In addition, the company has an
accident investigation team that
analyzes how an accident occurred

and what should be done to pre-
vent similar injuries in the future,
Mr. Lewsley said.

The company began the program
as part of a broad-based initia-
tive to reorganize its workers comp

Continued on page 22
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are no quick fixes, only costly ones, what's a business to do?

At the CIGNA Property and Casualty Companies, we have a very
basic goal: Get it right
the first time.

Granted, nobody's
perfect. But it's surprismg
how many mistakes can
be prevented.

By working to find the
best solution, rather than
the most expedient one.
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providmg protection for
small and medium-size
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the risk management
needs of the largest
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Answers that are fast
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After all, anyone can pay for lots of pencils. But who can afford
all the erasers?

We getpaid for msults CIGNA



22 / Business Insurance, October 2,1989

Rehabilitation Doctors told to back up comp opinionsContinued from page 20
claim.s handling opi'i aliens, follc Aving
complaints that fraud and abuse in
the filing of workers compensation
claims was hurting other workers'
morale and motivation (BI. S('1)1. 12,
1988).

As a result, Woverhaeuser hus seen

a decline in the number of employees
reporting injuries. In addition, in-
jured employees are returning to
work with fewer lost work days. As a

result, the company has saved mil-
lions of dollars in work comp costs,
he said.

Chrysler Motors also has saved

millions of dollars and helped pm-
plc)yees restore their lives through a
comprehensive return-to-work pro-
gram started a few years ago. Mr.
I ,ewsle'v said.

Chrysler uses full-time consultants
from an outside rehabilitation firm to

assess and coordinate the calc of the

50 of all injured employees, who
have been-or ai·e expected to be--
off the job for at least three
months.

Employees who have been off an
extendrd period of time may receive
work hardening therapy. which is
specifically tailored to the demands
of their job. Mi·. Lou,sley said.

While rehabilitation programs can
help smooth an injured worker's
transition back into the workplace,
there are some obstacles to imple-

mentation, especially when a worker
cannot immediately function at full
capacity, he admitted.

For example, local managers some-
times oppose bringing back recov-
ering workers.

"We cannot ask plant mangers to
create make-work jobs," Mi. Lewsley
said.

In addition, there is frequently
friction when an employee losses a
job to make way for a previously
injured employee who is 1'('turning
to the workplace, he added.

Employers of all sizes face simi
lai· hurdles. said panelist James Bra-
kora, vp-workers compensation with
Detroit-based Amerisure Insurance

Cos.. which includes Michigan Mu-
tual Insurance Co.

Solving the problem of einplo:yee
displacement may require changing
unicm work rules that allow workers

to bid for most jobs on the basis of
senic,rity, said Martin Skane, man-
ager of plant and personnel services
for Valley Forge, Iia.-based Certain-
Teed Inc.. which employs 300 prisons
at a plant in Williamsport, Md., that
manufacturers vinyl siding and win-
dows

The union representing plant
workers has agreed on a trial basis
to cooperate with the company's vo-
calic,nal rehab program so th:11 work-
ers returning from job-related ail-
ments can perfonn duties that will
not reinjure them, he said.

However. that is only a small part
of the company's wide-ranging loss
control program, which it launched
after 12 workers sustained repetitive
motion ailments like carpal tunnel
syndrome and tendonitis in 1988.

The program. which was developed
with employee input, included having
expertsi analyze the physical require-
ments of jobs in light of the increased
pace of production. It ultimately led
to redesigning a boxing table to re-
duce the physical stress on the opera-

.tor.

While such solutions can be fc,und

in some companies, other employers
will not make such accommodations

because they can't afford to hold the
job open or have eliminated the job
due to automation, according to Mr.
Brakora.

Also speaking on the panel was
Alain Albert, programming director
of Quebec's Rehabilitation and Com-
ppm,ation Commission, who dis-
cussed the province's 1985 law that
gives injured employees a legal right
to be re-employed at their original
job site.

The panel was moderated by
IAIABC President-elect Reginald J.
Allen, chairman of the Nova Scotia

Woi·kers' Compensation Board. •

By MEG FLETCHER

BALTIMORE-Midical profes-
sionals who treat workers comper-
sati on claimants or testify on their
behalf should be required to prove
that their cor_clusions are supported
by facts and nc-1 mere opinions, medi-

cal experts say
Botha phy,s_cian and a chiroprac-

toi· delivered ' hal n-_essage in sepa-
rate sessions during the annual con-
vention last month of the

International Assn. cf Industrial Ac-

cident Boards.i Commissions.

"We have to be particularly careful
about attributing" workei· illnesses
and injuries to job-related exposures,
said Dr. Ronald Gots, a physician
and president of Bethesda, Md.-based
utilization review firms National

Medical Advisory Service and Medi-
cal Claims Rm iew Services Inc.

Too often, so-called medical ex-
perts base their opiniors on rash
judgments lather than on st: tistically
based measures and methc d_=al anal-

yxis, added Dr. Gots.
For example, analysis cf a case in

which a worker alleges expo:ure to a
toxin caused a worksite injury should
toll(,w these steps:

• From what illness or injury does
the claimant suffer?

This includes explorinr{ how the
dia,imosis was made, whether it was
confirmed, the manifestaticns of the

disease or ailments and the patient'>
complaints as well as his or her fears
and r-sks.

• Could the alleged expo=ure have
caused the problem?

Suppcrt for a medical expert's
opinion on causation s}o_ld come
from scientifically valid studies of
causes cf human illness that were

pc,rformed with proper cortro.s.
In cases involving toxic chemicals,

.t is important to remember that most
physicians are nct trainee in toxicol-
ogy, he said. Their opiniors are often
based only on their own r3ading and
«hey are prone to the same biases as
members of the general public.

• Is it more pribable than not that
the exposure caused the Droblem in
this case?

Answering this questi. n requires
exploring such factors a. other po-
tential eauses, disease 11.ency pei·i-
ods, the extent of exposure and the
claimant's symptoms.

For example, an allegation that a
claimant suffered lung :.ssue dam-
age due to exposure to a chemical
could not be valid unless the em-

ployee first experienced bit·ning eyes
and nose, Di·. Gots said.

In chiropiactic cases, workers

compensation claims payers should
challenge chiropi·actors and "hold
their feet to the fire" if their diag-
noses are not substantiated by find-

ings elsewhere in the patients' files,
Charless Herring, a chin,practor and
state legislator from Alexandria, La.,
said in a separate session.

For example, a diagnosis of nru-
ritis. radiculitis or radiculoncuritis-

neurological disordel·K of the lower
body-all involve bodily changes that
can be observed and .should be cir-

scribed mc)1'r fully in a chiropractor's
examination notes, he said. If these

observable symptoms airn't fully de-
scribed. he suggests the employer or
insurer refuse to pay the bill because
the diagnosis could be faulty.

However, while Mr. I Irrring ack-
nowledged that some chiropractors
are -abusers," he suici they are in
the minority. •

American Re's services are



Uniform comp data collection sought
By MEG FLETCHER-

BALTIMORE-Workers comp ad-
ministraters, having gained state in-
surance departments' cooperation in
coordinating data collection, now are
focusing their efforts on enlisting
federal agencies' support as well.

··There is a real need for all of

the agenc es to get together- to de-
cide what data employers must file
after employees suffer work-related
injuries and illnesses. said Edward
Welch, director of the Michigan's Bu-
reau of Workers' Disability Compen-
sation. ."The last thing that anybody
wants is for an employer to have to
file three different times for three

differ'ent agencies."

In a recent step toward uniformity,
the International Assn. of Industrial

Accident Boards & Commissions,

which represents administrators of

workers comp programs, and the Na-
tional Assn. of Insurance Commis-

sioners, which represents state insur-
ance regulators, agreed last month to
form a joint committee to coordinate
data collection efforts.

State work C:,mp administrators
and insurance regulators hope that
enhanced data collection will enable

them-and slate legislators-to make
more informed decisions about work-

ers compensation management.
While cooperation between the two

groups won't be "a cure-all," it
should help broaden officials' regula-
tory focus and improve the quality of
data collected, said Allyn C. Tatum, a
commissioner with the Arkansas

Workers Compensation Commission.
For example, the IAIABC can pro-

vide data from self-insured employ-
ers that would not otherwise be

available to insurance regulators.

Currently, state regulators rely on
data insurers submit to the National

Council on Compensation Insurance,
a voluntary statistical and ratemak-

ing organization. However, NCCI
data represents the experience of in-
sured employers only.

Mr. 'ratum spearheaded the effort
to form the committee, which will be

co-chaired by Joseph Edwards, su-
perintendent of the Maine Insurance
Bureau, who represents the NAIC.

The IAIABC's Statistics Committee

is particularly concerned about ef-
forts by the federal Bureau of Labor
Statistics to redesign injur·y and ill-
ness reporting forms required by the
Occupational Safety and Health Ad-
ministration by January 1992, ex-
plained Daniel Adelman, chairman of
the IAIABC committee.

The bureau currently requires em-
ployers to use one form-OSHA

200 -.0 log occupational diseases
and injuries. In addition, an ernployer
can provide supplemental informa-
tion on a second OSHA form-OSHA

101-or on a state's first report of in-
jury or illness form, he said.

The lAIABC last year recom-

mended all jurisdictions adopt a
standardized first report of injury or
illness form that it developed with
ACORD Corp. of White Plains, N.Y.
(BI, Sep:.12,1988).

The Statistics Committee now is

concerned that OHSA may decide
that a slate's form no longer will be
acceptable for providing supplemen-
tai information, Mr. Adelman said.

The Statistics Committee hopes
that a ELS official will serve on its

committee and cooperate in the data
coordination efforts, said Mr Adel-

man, administrator of the informa-
tion management division of the Ore-

only available at the above location.
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gon Department of Insurance anc
Finance.

"We want to minimize the paper-

work and eliminate duplication ir
data collection," he said.

Other developments at thE
IAIABC's conference included:

• Some IAIABC members con-

tinue to be concerned about Am-

trak's effort to seek congressiona.

approval for a pilot program thal
would permit it to self-insure its
railroad employees' job-related in-
juries, though observers say thi
proposal appears to be dead for
this congressional session.

Amtrak wants Congress to allow
it to compensate injured employees
under state workers compensation
laws during a three-year test pe-
riod (BI, Nov. 14, 1988). Railroad
workers nationwide now are com-

pensated for contested work-re-
lated injuries through tort-based
lawsuits.

Although an amendment to Am-
trak's reauthorization bill, S. 462
that would establish the pilot pro-
gram failed to move out of a Senate
committee on a 10-10 vote, sup-
porters were encouraged by the in-
terest it has garnered.

In addition, the amendment's
sponsor, Sen. Robert W. Kasten, R-
Wis., may reintroduce it when the
Amtrak bill reaches the Senate

floor, the spokesman said.
Should the proposal re-emerge

the IAIABC's Legislative Commit-

tee has suggested that a special ad
hoc panel be appointed to considei
it. Such a panel would include th€

chairmen of the group's Legisla-
tive, Self-insurance, Administra-
tion and Adjudicative committees
said John Arcudi, chairman of the
Legislative Committee.

However, some state administra-

tors are concerned the proposal
gives Amtrak authority to self-in-
sure without meeting states' finan-
cial responsibility requirements
which include posting security tc
ensure payment of claims. The pro-
gram also could create an adminis-
trative burden for states thal

would have to oversee those

claims, Mr. Arcudi said.
• OSHA plans to launch a na-

tionwide program this fall to re-
duce cumulative trauma injuries in
the meatpacking industry, an-
nounced Alan MeMillan, acting as-
sistant secretary for occupational
safety and health with the U.S
Labor Department. He did not
elaborate on details of the pro-

gram.

1,000 attend
IAIABC's

convention
BALTIMORE-Thomas

"Tommy" Gleason, executive
director of the Workers Corn-

pensatic,n Board in New York,
was elected president of the In-
ternational Assn. of Industrial

Accident Boards & Commis-

sions during the organization's
75th annual convention Sept.
16-20 in Baltimore.

More than 1,100 registrants

and guests attended the meeting
held during "National Occupa-
tional Safety Awareness Week,"
which the IAIABC Safety Com-
mittee had lobbied Congress to
proclaim.

The IAIABC will hold its next

annual convention Sept. 8-12 in ,
New York City.

For more information, contact

the International Assn. of In-

dusti·ial Accident Boards and

Commissions at P.O. Box 13449,

Jackson, Miss. 39236, 601-366-
4582.
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Review second injury funds: Actuary
By MEG FLETCHER pays the difference between ttat amount and this future hability, he did emphasize hat the employei had prior knowIedge of the

the total amount to which the employee is state fund administrators need to deteinune pre-e cistirg physical imp rment," Mi
BALTIMORE-In lighs of mounting liabi- entitled for the combined effens of his plior their claims liabilities and future _necme Lommele said in his suivey 4- c 1, sis

lit_es workers compensa:ion admints:rators and present injury," accordir g to Mr Lar- needs Howevei, "a feR funds narrored benefits
should review the financial condition M sec- son However, "most states are not able to le- by increasirg -he percent of cisability neces-
ond injury funds, which pa disabilit> bene- In a recent survey of alm ):t two dozen termine (claim) trends due to a lack ol data," faly to be eligible foi secciri injuty fund

fits to workers who hav e compounded zxist- states' second injury funds, Tctche Ross' V[r he notes in his Eurvey report benefits and discontinuing diaice payment
ing impairments, an actuary warns Lommele found that the fund• paid out $ 278 Fund admir istrators estimate, though that •,f benefits," he said

And administrators ohould devoloE solu- million in benefits in the mo,t recent fiscal the number of second injury claims appears In light of these trends, M= Lommele iec-

ticns for state legislatois b consider if the year-typically through June .10, 1988-leav- to be increasing for most funds, he noted ommends that fund admints«iators detel-

funds require changes, said Jan Lommele, a ing fund balances of about $35 6 million The states surveyed specifically reported mine a fur,d's cash-flow r.€eds, beginning
property/casualty actuarial partne- with While the remaining balanc€s still exceed increases in second inJury claims for h ''Ter- with ar assessment of the fund's benefir
Touche Ross & Co in Hartfcrd, Conn iayouts

Incustry and labor have "a vital in:erest" 1 To do this, he Iecommended xllecting spe-
in seeing that second m]Uly funds surxive, he Virtually all second injury funds continue to operate on a :ific claimant data, including t>pe of injury,
told attendees of the 75th annual conrention number and natute of claim a£e, sex, acci-
of the International A:En o. Industrial Acci- 'pay-as-you-go basis,' despite the declining fund balances and ient date, and award daza inzluding date

dent Boards & Commissicns, held Sept 16- the fact that the majority of obligations they incur are iayment begins, amount of benefit and duia-
20 in Baltimore -lon anc frequency of payme- ts

Second injury funds were designed -0 en- long-tail liabilities, says Jan Lommele, a property/casualty In additi,n administia:tu expenses and

courage the hiring of workers who already actuarial partner with Touche Ross & Co. in Hartford, Conn. ncome sou-ces must be calcilated before an

have an impairment, net as the loss of an actuary car extimate a fund-s unfunded lia-

eye or hand The funcE, a_so called :ubse- oility, he nc ted
qLent injury funds, t.a e been establi·.hed in Once a second inluty func s true financial
al. states and primarily' are funded t-Frough payouts, the amount of berefits paid in- tension, prior mental condition, carfal tun- oicture is known, fund admini,t-atois should
assessments on workeis comp insurers and creased in each of the last ,),ree years re- nel syndrome, back injuries, asbestosis, and alert state legislators to tte situation, he
self-insured employers viewed, he said nuisance cla_ms, which Mr Lommele said said

In most states, the funds share respcnsibil- And virtually all funds continue to operate appear to be iesigned to augment ret_rErr ent Fund administrators also sheuld propose

ity with employers to pay benefits to irn- on a "pay-as-you-go basis," despite the de- income and sun)ort recommendatici- s br legislative
paired workers, who because of a nev work- clining fund balances and the fact that the Although second injury fund beneht _e.els changes, he said
site injury or illness, der elop a perrr anent majority of obligations they ncur are 1cng- generally ha e not increased, some of the Amorg tte changes that Y- Lommele pIe-
total disability, according -0 Arthur Larson tail liabilities, Mr Lommele sa-d surveyed fund: "pay increased benents due dicts will Je made include the establish-
of Duke University in hs treatise on v,orkers A rough estimate of the fLnds' unfunded to enriched vocational rehabilitation oene- ment os or change in minim in and man-

compensation, "Larsoi': Workmen': Com- liabilities-future payments cr- current ooli- fits, increased .ime allowed to make a =laim, mum fund balance requirenurts, broadening
pensation " gations minus the current fund balances-is broadened court interpretations, less restric- or clarifying the use of the I.in<is, and addi-

Under most state laws, ar employer s "ul- probably in the range of $1 billion tc $6 tive criteria f)r employer reimbursement, tional legislation to encouialie hiring handi-
timately liable only fcr the amount c f dis- billion in the states reviewed, he added cost of living increases and elimination )f a capped workers, which couli increase the
ability attributable to the particular injury While Mr Lommele did rct recommend requirement that a carrier may be reim- number of workers potentiall> eligible for
occurring in his emplornent, while the fund that the funds begin accruing money to find bursed for second inlury payments cnly if second njury fund benefits .
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Excess Liabi]ity Insuiance
Vuthout'Ihe Adventures In Andise.

Companies in need of liability coverage in excess of $25 million once searched the globe, from the
City of London to the sands of Bermuda, for stable and consistent capacity:

But today, a single policy of $75 million over $25 million in excess liability coverage is available
domestically from the American Excess Insurance Association with offices in East Hartford and the World
Trade Center in New York City* Within our policy you avoid the «adventures" of missing layers, inconsistent
language, offshore captives or disputes among multiple carriers.

The members of the American Excess Insurance Association (you may have heard us called the
American Slip") are among the nationk largest and strongest insurance companies. The association is quali-
fied to do business in almost every state of the union.

You enjoy the benefits of one claim manager, one underwriting facility, one policy of $75 million
beginning at $25 million. You may choose $50 million or $25 million policies (also in excess of $25 million)
if they represent your top layer of coverage*

Your premiums are tax deductible, and theret no added investment or "reserve premium" to lock you
in. Our underwriting standards are designed to satisfy a broad
spectrum of North American business. 11»

And travel is entirely up to you.Just ask your broker or company
agent to call this number: (203) 528-2155. 4=0»

*Note: A few classes are restricted to $50 million in excess of $50 million.

Each member is severally and not jointly liable for its share, as specified in the policy, of any assumed risk. Terms and conditions of
coverage are as stated in the policy.

American Excess
Insurance Association

/Etna Life & Casualty; American International Group; CNA Insurance Companies; Chubb Group of Insurance Companies, The Continental Corp.;
Crum and Forster Insurance Organizations, General Accident Insurance; The Home Insurance Company; Insurance Company of North America, a CIGNA company;

Maryland Casualty Company; NAC Reinsurance Corporation, Royal Insurance Company ot America, a member company of Royal Insurance group;
The Travelers; Zurich-American Insurance Group.

(Underwriting member companies: The /Etna Casualty and Surety Company; American Home Assurance Company, Continental Casualty Company;
Federal Insurance Company; The Continental Insurance Company; United States Fire Insurance Company; General Accident Insurance Company 01 America;

The Home Insurance Company; Insurance Company of North America; Maryland Casualty Company, NAC Reinsurance Corporation; Royal Insurance Company of America;
The Travelers Indemnity Company; Zurich Insurance Company, U.S. Branch.)
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Benefit managers urged to assess quality
By MARK A. HOFMANN

CHICAGO-Employee benefits
managers must develop ways to
measure the quality of health care
if they are to meet the health care
challenges of the 1990s, a panel of
benefit managers says.

"Lacking any standard of care"
makes a health care system in-
herently inflationary, said Dr.
John M. Burns, a physician who
serves as vp-health care manage-
ment for Minneapolis-based Hon-
eywell Corp.

Speaking at a national managed

care conference in Chicago last
month sponsored by the Blue Cross
& Blue Shield Assn., Dr. Burns

cited medical necessity and medi-
cal appropriateness as two stan-
dards against which benefit man-
agers must measure health care

, 4

t 11

services.

Medical necessity means simply

that intervention is required to
maintain or improve health, he
said. Without the standard of med-

ical necessity, "we get into a phen-
omenon known as 'the cascade ef-

feet,' " Dr. Burns said.

Medical care providers start
doing "things that don't need to be

done" when they're eaught up in
the cascade effect, Dr. Burns ex-

plained.
As an illustration, he cited the

case of a man who entered the hos-

pital for routine hernia surgery.
The patient was subjected to so
many tests looking for unrelated
ailments that he ended up in inten-

sive care without having his hernia
repaired. Dr. Burns said that the
man had to return to the hospital

some time later to undergo the sur-

gery

The other standard, appropriate
care, recognizes "the physician's
medical judgment," Dr. Burns
said. What is appropriate for an

'We have to put in
financial participation

to discourage abuse'

Rofhealth care plans,

 )says Dr. John Burns.
.

otherwise healthy 55-year-old man
with rectal bleeding would not be
appropriate for an 88-year-old
woman who showed the same

symptoms but who suffered from
other medical problems; he ex-

plained.
Dr. Burns said his illustration

showed the need for flexibility in
setting standards of appropriate-
ness.

Setting standards is only one
facet of health care management
cited by Dr. Burns.

To help control costs, cost shar-
ing will have to become universal,
he said. "We have to put in finan-

cial participation to discourage
abuse," he said.

In addition, benefit managers,
insurers and managed care vendors
must identify both the direct and
indirect costs of health care pro-
grams, he said, explaining that in-
direct Costs would include such

things as the value of time lost to
sickness.

One of the challenges of the
1990s will be to dev se strategies to

Carl onenon-died wdter
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control these indirect costs, he

said.

Patricia Nazematz, director of
benefits for Stamford, Conn.-based

Xerox Corp. and another member
of the panel, cited three categories
of costs that must be considered

when discussing health care cost
containment: the cost of confor-

mance, the cost of non-confor-
mance and the cost of lost oppor-
tunities.

Corporations ''tend to spend
most of our resources" on the costs

of non-conformance rather than on

conformance, she said. While non-
conformance costs represent the

price paid ''when things go
wrong," conformance costs include

such items as the price of wellness
programs and other preventive
measures, she explained.

The third category, the cost of

lost opportunities, includes such
costs created by employee alienat-
ion and confusion over their bene-

fits.

In addition, Ms. Nazematz out-

lined several factors that employ-
ers must consider to ensure that

employees and dependents receive
appropriate care.

The list included: establishment

of clearly defined health care plan
requirements for the company; the

focused purchase of health-care
plans that meet those requirements
rather than taking a scatter-shot
approach; continued movement to-
ward managed care; and stressing
total health management, includ-

ing wellness and prevention pro-
grams.

Xerox has established a series of

health care objectives as part of its
effort to provide adequate, eco-
nomically sound medical care for
its employees, Ms. Nazematz said.

For instance, Xerox seeks long-

term relationships with its insurers
-including BC/BS plans-and

managed care vendors, she said. It
also tries to improve the health of

its employees and dependents and
to reduce environmental and

health risks to them.

The corporation also seeks to as-

sure access to appropriate health
care services for its employees and
their dependents and tries to man-
age costs more effectively by im-

proving the quality of care pro-
vided.

But Xerox does not want to get
into the business of delivering
health care, Ms. Nazematz said.

For instance, Xerox takes on the
responsibility of selecting insurers,
managed care providers, etc.; ap-
proving local subsidiaries' benefit
programs; and negotiating finan-

cial arrangements, she said.
Individual insurers and other

vendors assist in clarifying the em-
ployer's requirements; establishing
specifications for health care pro-
viders; developing standards and
measurements for quality, cost-ef-

ficient care; monitoring providers'
performance; and assisting in

training, educating and communi-
eating with Xerox employees, she
said.

Local providers then actually de-
liver health care services.

Beach Hall, assistant director of
benefits for Detroit-based General

Motors Corp. and the third member
of the panel, urged his audience,
composed of BC/BS officials, to do
a better job.

In too many cases, the BC/BS as-
sociations with which GM deals

spend too much time competing
with each other rather than worry-
ing about providing health care, he
said.

In addition, BC/BS plans are not

doing enough to learn from other
insurers, he said.

Richard Maturi, executive direc-

tor of managed care programs in
the BC/BS national marketing di-
vision in Chicago, moderated the
meeting.
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SERVICES THAT GIVE ADDED VALUE TO LOSS CONTROL

PRODUCERS AND THEIR CLIENTS Loss Control Service is a key element in the overall CISCO Program

The construction industry has insurance needs that are pat:ticular to that 1 CISCO monitors the Loss Control Service provided by the insurance car-
industry CISCO fills these needs by providing agents/6rpkers a broad ner by regular review of Field Loss Control reports and loss experience

spectrum of Underwriting Services, companion with Claims and,toss Control 2 Loss experience is analyzed in order to Identify cause pattern of losses,
Management •,h: frequency and seventy Remedial action plans, along with educational pro-

grams and support material, are developed by these activities.

CLAIMS MANAGEMENT 3 Program participants are provided Risk Management Data on a regular
basis This information Is an important management tool for measuring

1 Establish quality Claim Service standards and guidelines safety performance and - directing the corporate Loss
2 Continuous monitoring of Claims Service to ensure all Claim Service Control effort

requirements are met CISCO has earned respect as an organization that
3 Conduct specific Audits of insurance carrier claim files and submit recom- understands and responds to the requirements of the

mendations concerning the quality of claim handling and established insurance carrier, agent/broker and contractor.
reserve levels Call TOLL FREE 1-800-HI-CISCO

(442-4726)
Construction Industry Services Corporation 300 Old Country Road, Suite 31, Mineola, NY 11501 CISCO

Phone: 516-294-7752 FAX: 516-294-5826 CUALITY LONS TERM PROTECTION



Work comp reforms
Employers, insurers must work with legislators

By John R. Dunne

T THE WORKERS CompensationCongress sponsored by the National
Council on Compensation Insurance last
month in Philadelphia (BI, Sept. 18), the
call went out for a fresh assessment of

where the workers compensation system
is today and where it should be in the
199Os-an assessment that would

demand a unified effort among all the
players to achieve a "new consensus."

If that consensus is to lead to needed

reforms, it must have not only the
support of employers, workers and
insurers but also the serious attention of

legislators and regulators who have
searched, without success, for a key to
finding a reformed and reinvigorated
workers compensation system.

The workers compensation system in
our nation is a solemn contract that

American society has made with its
workforce. And, like any contract, its
terms should be defined in advance of

performance; not by an uneven
collection of judicial interpretations but,
rather, as a result of vigorous public
debate leading to balanced laws enacted
in each state's legislature.

Unless we define those terms and

conditions in advance, so that the key
element of any insurance program-
namely, "predictability"-can be
assessed, we cannot expect the system to
operate in a fashion that will assure
performance of its obligations and
deliver benefits that comport with
society's concept of fairness.

Now, as we are about to enter the

final decade of this century, we are still
picking up the pieces of mistakes and
miscues of the 198Os; still grappling with
issues that date back to a crisis that

made headlines five years ago. We are
still looking at models and projections of

market activity while glancing back over
our shoulders in the hope that another

crisis is not gaining on us. As a result, a
defensive posture seems to rule the goals
and objectives of strategies that are to
carry this industry into the 1990s.

What is it that will give us a
foundation for consensus and progress
in the 199Os? If we are to be successful

in utilizing the next decade to set the
course for the 21st century-an era in

which insurance will figure prominently
as American industry tries to bring
reality to its creative ideas and insurers

try to provide protection for risks
therefrom-we must resolve those

critical matters that are currently before
us. We can do this through education
and re-education of a skeptical
public-and their equally uninformed
public officials-as to the role of
insurance and the elements necessary for
its success.

Rate regulation-simply decreasing
the cost of insurance to

policyholders-was popular with the
consumer movement of the '8Os, but

ignored the fundamental components of
the insurance puzzle: the cost of
repairing bodies-both human and
automotive-and the continued

Speak

willingness of our judicial system to
accept the increasingly.imaginative
theories of liability advanced by the
compensation trial bar-a trend that has
been characterized as the "tortification"

of business contract law.

But, meeting the challenge of the
1990s will not be the same for all

insurers, particularly health insurers
that are faced with a health care delivery
system that has lost control over costs.
Rising medical costs have resumed their
relentless double-digit surge, posing a
major roadblock to profitability.

Any discussion of rising health care
costs and their impact in the workplace
leads inevitably to workers comp
insurance, because unbridled increases

in health care expenditures over the last
10 years have wreaked havoc on a
compensation system that now counts
medical costs as almost 50% of all

benefits disbursed.

The obstacles to reform are many and
many of the largest state workers comp
plans are "hemorrhaging money," as the
current crisis in Texas has been

characterized. But the Lone Star state is

not alone.

Florida, Oregon, Colorado, Louisiana
and a number of other states have put
workers comp reform at the top of their
legislative agenda, far ahead of any 6ther
insurance issue. In Texas, insurers have

requested a 35% increase in premium
rates. Add to this an aggregate increase
of 148% since 1983, and you have a bona
fide public policy tempest.

Some legislative attempts at a solution
have missed the mark. In 1985, Maine

legislators moved to bite the bullet-but
actually shot themselves in the foot-by
instituting programs that turned out to
be far more costly than envisioned.

Following an unsuccessful court

challenge of that legislation, insurers
wgre left with two options: either submit
to confiscatory rates or simply go out of
business. Pending the appeal from that
ruling, however, the legislators enacted a
comprehensive set of new compensation
reforms, including a provision that
allowed the industry to seek rate
adjustments without limit. The appeal
having become moot, the important
issues raised at trial were left for

resolution on another day-perhaps in

the recently filed case by 10 American
International Group Inc. subsidiaries
that seeks $50 million in damages that
they claim resulted from "grossly
inadequate" and unfair workers comp
rates in Maine (BI, Sept. 4).

Despite the efforts of lawmakers in

Maine and elsewhere, the problem
continues to defy easy solution. To take
the financial burden of workers comp off
of business would spell almost certain
disaster for insurers.

Already, workers comp accounts for
more than 40% of the underwriting loss
for all property/casualty lines, yet it
represents only 13% of all
property/casualty insurance premiums.

ing out
With combined ratios for workers comp
insurers expected to be 117% or worse in
1989, just how much additional weight
can the insurance industry shoulder?

Consider that the recently released
performance report of the
property/casualty insurance industry for
the second quarter of 1989 reveals a
steadily deteriorating picture. Just where
are we headed when profitability is
down by 30% from last year and the
industry's combined ratio for the second
quarter of 1989 was 107.8%, up three full
points over 1988? How is the industry to
attract capital when it had an
annualized rate of return of 8.2%, barely
one-half of the rate of return for the

Fortune 500?

If the burden cannot be passed to
business and the rising expenses of
expanded benefit programs and delayed
adjudication cannot be shouldered by
insurers, the dilemma then falls squarely
in the laps of state legislators and
regulators.

Public policymakers admittedly are in
an unenviable position. In developing a
legislative response they must assure
proper benefit levels and consider the
increasing pressures to provide coverage
for stress, occupational diseases and
other "long-tail" occurrences that were

never envisioned by those who designed
the system back in 1911.

They must also take into account that
the workers comp system has taken on
new dimensions, representing for many
workers a type of long-term, rather than
temporary, disability coverage and
retirement benefit. Where, then, are the

lines to be drawn without having to
exhaust all other possibilities?

New York presents an interesting
study. Claims now take anywhere from

two to five years to resolve and are
handled by a bureaucracy of more than
1,300 employees. Virtually every
claimant gets a hearing, regardless of the
severity of the injury, amount of time
lost or expenses incurred-a condition
due primarily to the fact that New York
does not have any statutory criteria for
determining disability, although such
standards are utilized in a variety of
states.

The dangers are ominous. Just as our

criminal justice system has failed to
impose swift and certain punishment on
the guilty, the workers comp system is
drifting steadily away from its essential
purpose to provide swift and fair
compensation to the injured.

New York will spend a good part of
the next decade protecting its system
from potential disaster. Insurers and
business can greatly contribute to those
efforts. They must continue their
enhancement of workplace safety with
even more aggressive risk control
programs. And they must provide ways
to achieve greater coordination between
an employer's workers comp insurer and
its property and general liability insurer
to foster an integrated system of cost

control and employee protection.
This will require a look beyond the

strict parameters of the compensation
system, to see where there is opportunity
to consolidate benefit programs outside
the system.

The compensation model was
instituted at a time when other

employer-sponsored group benefit plans,
such as health and disability coverage,
were not commonplace. The
advancements in employee benefit
programs over the past 70 years,
however, make the time right for a more
conscious effort to coordinate employee
benefit programs and workers comp.
Successful experimentation with

workers comp alternatives may take
pressure away from the existing system,
which could then focus its attention and

resources on those injured workers who
have no private health care coverage,
resulting in cost savings for employers.

In workers compensation, there
probably will not be a Proposition 103,

because the problem is not in the
forefront of the public's mind and simply
does not foster the same participatory
politics as we find in grass roots issues

like automobile insurance affordability
or commercial liability insurance

availability. Short of a wholesale decline
in workers comp benefit levels, the

public will not become "political" over
this problem.

It is, therefore, up to employers,
insurers and workers-as the public to
be impacted-to start their own grass
roots effort, such as forming local
coalitions. But these best efforts will be

lost unless they can be effectively
communicated to public policymakers,
something that can be achieved only

through active engagement in the
policymaking process, and that means
being involved in the state legislative
decision-making process that affects not

only the workplace but our entire life.
The prognosis is that those systems

that are facing critical re-evaluation are
probably in better shape than those that
are putting off the inevitable. Workable
solutions-including alternatives to
reliance upon the workers comp system
and greater risk control efforts that
could stem the flow of workers requiring
benefits from the system-will allow
America's contract with its workforce to

meet the challenges of the 1990s without
revisiting old problems bred in the
1980s.

John R. Dunne is a partner with the
law firm Rivkin, Radler, Dunne &

Bayh in Uniondate, N.Y. This

perspective is based on a speech
delivered last month by the former

New York state

senator at the NCCI's

Workers

Compensation
Congress in
Philadelphia. Sen.

Dunne was deputy
majority leader of the
New York State Senate



ASK A BENEFITS ACTUARY
What Section 89 'repeal'
will mean for employers

Q
What will the Section 89

non-discrimination rules be if

Rep. Dan Rostenkowski's
"repeal" is enacted?

House Ways and Means
Committee Chairman Daniel

Rostenkowski, D-Ill., announced
Sept. 12 that he will support the
"repeal" of Internal Revenue
Code Section 89.

_ Section 89, enacted as part of
the Tax Reform Act of 1986,

established non-discrimination and qualification
rules for health and welfare benefit plans in order
for benefits to continue to be tax-free to highly
compensated employees. While other members of
Congress have supported repeal, Rep. Rostenkowski
had been opposed. In light of Rep. Rostenkowski's
change in position, a benefits manager has
questioned what the non-discrimination rules will
be if his repeal proposal is enacted.

Based on the Joint Committee on Taxation's

description of Rep. Rostenkowski's proposal, repeal
of Section 89 is an overstatement. Simplification of
the non-discrimination rules in the current Section

89 is a more accurate description. The Rostenkowski
proposal would not repeal the existing qualification
requirements, which include the following:

• The plan must be in writing.
• Employees' rights under the plan must be

legally enforceable.
• Employees must receive reasonable notification

of existence of the plan.
• The plan must be maintained for the exclusive

benefit of employees.

• The plan must be established with the intent to
maintain it indefinitely.

The simplified non-discrimination rules under
Rep. Rostenkowski's proposal are intended to
preclude executive-only plans. Health care plans
would have to be available on the same terms and

conditions to a non-discriminatory group of
employees (the "no executive-only plan" rule). This
rule is intended to prevent inherently

discriminatory practices and is not intended to
affect health plans offered to broad groups of
employees.

A plan offered by a professional service
organization must also meet an additional rule: The
plan must not disproportionately benefit highly
compensated employees based on actual
participation. Under the proposal, a professional
service organization is an organization providing
professional services in the field of health, law,
engineering, architecture, accounting, actuarial
science, financial services, or consulting, or in such
other fields as the secretary of the treasury may
prescribe.

The proposal also contains safe harbors under
which a plan will be deemed to meet the
non-discrimination rules described above. For

employers with 100 or fewer employees, a plan will
be deemed to meet the non-discrimination rules if at

least one half of the employees to which the plan is
available are not highly compensated employees.

For any plan sponsored by a professional service
organization (regardless of the number of
employees) and for employers with more than 100
employees, a plan meets the non-discrimination
rules if at least one half of the employees to whom
the plan is available are non-highly compensated
employees and either:

• The plan is available to 25% of the employer's
non-highly compensated employees.

• The plan is made available to a "significant"
portion of the employer's non-highly compensated
employees.

Other key elements of the proposal include the
following:

• Collectively bargained plans, including
multiemployer plans, would not be subject to the
no executive-only plan rule, unless more than a de
minimis number of employees covered by the
collectively bargained agreement perform
professional services.

• Plans other than health care plans would not be
subject to the non-discrimination rules described
above. Group term-life plans would be subject to
the non-discrimination rules in effect before the Tax

Reform Act of 1986. Non-discrimination rules for

self-insured medical reimbursement plans would
also be reinstated; these rules were repealed by the
Tax Reform Act of 1986.

• The non-discrimination rules would apply
separately to former employees. The rules would not
apply to former employees who separated from
service before Jan. 1., 1990, and who were not

rehired on or after that date.

If this proposal were enacted, several effects
would be likely:

• Non-discrimination testing would be greatly
simplified when compared with the current Internal
Revenue Code Section 89. The safe harbor tests in

the proposal are certainly simpler than current
Section 89 tests. In addition, the exclusion of many
collectively bargained plans will also simplify
testing.

• Executive-only plans will not receive tax
preferences.

• Employers will still have to comply with the
qualification rules. For some employers, this may
still impose a significant burden, especially where
plans have not been adequately documented.

Finally, one would hope that Congress and its
staff have learned an important lesson. When
significant changes are contemplated to employee
benefits law, they are better off seeking the input
from the employee benefits community before

enacting the changes, rather than after the fact.
Then the need for an embarrassing "repeal" might
be avoided.

Would you like advice from an erperienced colleague
on a risk management, benefits management or
actuarial problem? Four features in the Perspective
section Of Business Insurance can give you some
answers.

Ask A Casualty Actuary, Ask A Benefit Actuary,
Ask A Benefit Manager and Ask A Risk Manager
answer written questions from readers on risk and

benefits management issues and actuarial problems.
This month's column on actuarial

-, issues in the benefits field is written
by William J. Miner, an actuary with
The Wyatt Co. in Chicago. Richard E.
Sherman, a principal with Coopers &

, £) 11 Lybrand in San Francisco, answers
actuarial questions in the casualty
field. Susan M, Werner, director of
risk management at Hardee's Food

: Systems Inc. in Rocky Mount, N. C.,
answers risk management questions.

Mr. Miner And, Joseph W. Duua, director Of
employee benefits at Allied-Signal

Inc. in Morristown, N.J., answers benefits management
questions.

Mr. Miner's and Mr. Sherman's columns appear
alternately on the first Monday Of each month. Mr.
Duva's and Ms. Werner's columns appear alternately
on the second Monday of each month. Mr. Miner's
next column will appear in December.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, title and employer; however, Business Insurance
will consider unsigned letters.

Self-inflicted eye-injury compensable: Court
A self-inflicted eye injury arose out of

and in the course of employment for
purposes of workers compensation
benefits, a Missouri appeals court ruled.

Bobby Lee Davison, was employed by
Florsheim Shoe Co. as a shank nailer. In

August 1984, while returning to his work
station after a break, Mr. Davison picked
up an industrial rubber band from the
floor. He continued walking to his
station while holding the band and
stretching it. The band broke and struck
him in the eye causing industrial
blindness for workers comp purposes.
Mr. Davison applied for and was
awarded benefits.

On appeal, the employer argued that
Mr. Davison's "playing" constituted a
voluntary act of self-amusement or
horseplay and was non-compensable.

The court noted that picking up
rubber bands was a common occurrence

in the plant and violated no employer

rules. Thus, the court said this activity
was one that the employer should have

expected or reasonably anticipated. The
court said there was no doubt that the

injury occurred within the time and
place of employment and that it was not
necessary that the activity leading to the
injury be a part of Mr. Davison's specific

job description. Davison us. Florsheim

Shoe Co., Missouri Court of Appeals,

March 15, 1988; motion for reheaTing
and/or transfer to Supreme Court denied
May 3, 1988 (BI/04/May-$10).

Intangible damages
Intangible damages, such as

diminution in value, do not constitute

physical injury to or destruction of
tangible property for purposes of a
general liability insurance policy, an

Iowa appellate court ruled.
Travelers Indemnity Co. insured the

Kartridg Pak Co. under a general
liability policy that included property

damage caused by an occurrence. The
policy defined "property damage" as
physical injury to or destruction of

tangible property. Iowa Meat
Fabricators Inc. sued Kartridg in April

1984 alleging a breach of contract and

breach of express warranty, implied

warranty of merchantability and implied
warranty of fitness for a particular

purpose. Iowa Meat asserted a
mechanical deboner it leased from

Kartridg did not perform as promised,
thereby causing the failure of its

business. Kartridg asked Travelers to
defend it. Travelers declined. Kartridg
then sued seeking a declaration the

insurer had a duty to defend. The trial
court ruled for Kartridg.

The appellate court reversed, stating
that the requirement of physical injury
to or destruction of intangible property
clause was clear and unambiguous.
Intangible damages, such as diminution
of value, did not constitute physical
injury to or destruction of tangible
property, the court said. Thus, this case
did not trigger coverage under the policy
or Travelers' duty to defend. Kartridg
Pak Co. vs. Travelers Indemnity Co.,
Court of Appeals of Iowa, April 20, 1988
(BI/03/May-$10).

These abstracts were prepared by
Cases Unlimited Inc. Copies of these

decisions are available by sending a
$10 check payable to Cases Unlimited
to Business Insurance, 740 N. Rush St.,

Chicago, Ill. 60611-2590. List the
number for each opinion.



Eastern Bloc insurance
By Douglas IN. Smith Practices distinct

among nations
International issues

AS THE SOCIALIST countries of Eastern Europesurface from the shadow of Soviet suzerainty,
regional rivalries still shape dividing lines in local
insurance practices.

A cursory glance shows some strong similarities

among insurance systems in Eastern Bloc countries,
despite differing ideologies. For example, automobile
liability insurance is obligatory in each of these

countries because local civil laws impute liability to the
source of an increased hazard, in this case, an

automobile.

On closer inspection, however, disparities in the
separate systems become more apparent. Let's look
briefly at the current property and casualty insurance

scene in the German Democratic Republic, Poland and
Yugoslavia.

• East Germany.

Domestic risks in the German Democratic Republic

are insured through the state-oumed monopoly,
Staatliche Versicherung der DDR (National Insurance
of the GDR).

Modeled after the Soviet insurer Gosstrakh,

Staatliche Versicherung reports to the Ministry of
Finance. It writes both life and non-life business,

including compulsory and quasi-compulsory covers
and supplemental social insurance benefits. Since all
policies issued by Staatliche Versicherung are backed
financially by the government, reinsurance is neither

customary nor necessary.

A separate state-owned company, German Foreign
Insurance and Reinsurance Joint Stock Co. (Deutsche

Auslands-und Ruckversicherungs A.G.) administers all
direct and reinsurance activities involving foreign
currency. DARAG also accepts reinsurance ceded by

foreign reinsurers.

Besides export credit insurance, DARAG principally
insures and reinsures:

1,0 Construction and erection risks involving
exported and imported facilities.

7 Transportation of exports and imports.
;00' Marine and aviation hull insurance.

4 Direct loss or damage to East German property
abroad.

In East Germany, it is compulsory to insure the
book value of fixed and operating assets against the
property damage perils of fire, explosion, hail, flood
and earthquake.

The policy will respond on a replacement cost basis if
assets have not been depreciated by more than 60%,
but the insured must prove that the funds will be used
to replace the damaged property within two years of
the date of loss. Otherwise, the policy will pay current
value.

Consequential loss insurance is not available in East
Germany.

Unlimited compulsory automobile liability insurance
covers bodily injury or property damage to third-party
persons or property. If negligence can be proved, the
violator must pay up to 25% of the damages. Premitun
rates for automobiles are based on the vehicle's

horsepower; trucks, buses and motorcycles are rated on
the size of the motor.

Automobile physical damage, which is a
quasi-compulsory or "voluntary" cover, can be
purchased on a full basis or partial basis. Full coverage
includes the perils of accident, vandalism, fire,
explosion, acts of God and burglary, while partial
coverage excludes the perils of accident and
vandalism.

The typical quasi-compulsory general liability policy
does not carry a limit; instead, it will indemnify sums
that the policyholder is required to pay. Among the
numerous policy exclusions are contractual liability,
independent contractors', mismanagement, explosion,
product liability and any type of professional liability.
Policy rates are calculated on payroll.

Water damage and burglary coverage also is
available, with policy limits negotiated on a first-loss
basis.

• Poland.

In Poland, the self-governing State Insurance

Administration (Panstwowe Zaklad Ubezpieczeniowe)
writes insurance on domestic risks. Unlike other East

Bloc state insurers, PZU is a self-governing company
with a president appointed by the Council of
Ministers.

Warta Insurance & Reinsurance Co. Ltd. acts as

a primary insurer for policies designated in foreign
currencies, maritime and international transport
policies issued domestically, and automobile
third-party liability for Polish citizens traveling abroad
or foreigners traveling in Poland.

In addition, an independent, self-governing
Insurance Council (Rada Ubezpieczeniowa) determines
PZU policy and approves rates and conditions for

voluntary insurance contracts.

Compulsory traffic insurance includes automobile
liability and accident coverage, as well as automobile
physical damage. Automobile accident coverage

provides scheduled benefits with a maximum limit.
Third-party liability is unlimited and is subject to a
franchise. Automobile physical damage rates are based
on the size of the motor; the standard deductible may

be doubled for poor loss experience.
Since 1986, operators of nuclear power plants in

Poland have had to insure their legal liability exposure
under a policy issued by PZU. Damages in excess of

Insurance coverages in the Eastern

Bloc countries run the gamut from
restrictive, as in the case of East

Germany, to the more comprehensive
m policies found in Yugoslavia.

PZU's retention will be reimbursed by the state.
State enterprises are required to insure fixed

assets-such as buildings, machinery and
equipment-against the basic property perils of fire,
flood and windstorm.

Private enterprises may insure property risks on a
voluntary basis. For example, an office contents policy
can be written to cover perils such as fire, explosion,
water damage, windstorm, burglary and robbery and
plateglass.

Voluntary general third-party liability insurance is
available in Poland. For example, an office risk could
be insured.

Owners of automobiles manufactured in Eastern

Europe or Yugoslavia may purchase supplemental
voluntary automobile physical damage insurance that
will pay the difference between depreciated value loss
recovery under a standard traffic policy and current
replacement cost.

• Yugoslavia.

Since the early 1980s, each of Yugoslavia's six states
and two autonomous provinces has had its own
territorial insurer.

These mutual companies, which more closely
resemble state monopolies, consist of organizational
units known as "hazard communities" (zajednica
risika).

For example, the insurer Croatia has separate hazard
units for civil and industrial property, transport,
automobile and personal insurance.

In addition, each of the state insurers-with the
exception of three-have acquired separate reinsurance
operations in compliance with a 1977 law that requires
insurers and reinsurance to operate independently.

The basic industrial fire policy insures against the
perils of fire, lightning, explosion, storm, hail and
political demonstrations. Earthquake coverage also is
available in some states. Additional perils, including

flood, water damage, avalanche and nuclear radiation,
can be added by separate agreement.

The typical property policy carries a minimum
limit-i.e., the book value of the assets adjusted by a
price iidex-and a maximum limit, which increases

the minimum limit by bringing artificially low book
values to more current levels.

Policy rates are based on the building's construction

and its protection features; policy premiums are
adjustable at year-end.

Machinery breakdown coverage can be purchased
to cover "damage caused by an industrial accident."

The policy can be extended to cover the perils of
explosion and defective construction; additional costs
also can be insured.

Loss of profits insurance is available, but this line
represents only 2% of Yugoslavia's industrial fire
premiums. The typical policy must specify an
indemnity period as well as a maximum limit.

Other obtainable property coverages include:

7 Computer breakdown insurance.
7 "All risk" construction and erection insurance

for Yugoslavian projects abroad and, with less
frequency, for projects within Yugoslavia.

&0 Refrigeration insurance to protect inventories
against damage caused by breakdown of a cooling
system.

Civil insurance categories include burglary and
robbery, glass and general liability insurance. Rates
for a comprehensive general liability policy are based
on the insured's classification-that is, industrial,

retail, agricultural, etc.
Automobile insurance must be purchased to cover

third-party liability; physical damage and luggage
insurance is voluntary. In fact, an automobile owner
in Yugoslavia cannot obtain license plates without
proof of third-party liability insurance. Automobile
liability rates are based on the driver's loss record,
the vehicle's make and capacity, and the zone in which
the driver resides. The insurer may subrogate against
the vehicle owner in cases where an award exceeds the

policy limit. On the other hand, the territorial insurer is
responsible for paying any claim caused by an
uninsured driver.

Automobile physical damage coverage may be
contracted on a "complete" basis, which includes the
perils of traffic accidents, fire, lightning, explosion,
storm, hail, avalanche, demonstrations and theft.

Additional perils are available by endorsement.
Alternatively, a policyholder may opt for "partial"

automobile physical damage coverage that is narrower
in scope. About 50% of policyholders buy the more
restrictive form of cover because it is less expensive.

Lastly, a wide range of transport policies are
available in Yugoslavia. International hull and cargo
policies parallel Lloyd's of London marine forms, while
a general "all risk" policy is usually issued for domestic
hull and cargo risks.

In summary, insurance coverages in these three
countries run the gamut from restrictive, as in the
case of East Germany, to the more comprehensive
policies found in Yugoslavia. On the other hand, both
DARAG in East Germany and Warta in Poland will
denominate foreign asset policies in U.S. dollars, with
claims paid in U.S. dollars.

The insurance systems in these countries bear
watching as borders blur within Europe. In the
meantime, U.S. multinationals can protect their direct
investments in these countries through a local policy
that is reinsured, through the appropriate government
monopoly, to the policyholder's worldwide insurer. As
usual, "sleep" insurance can be maintained on a
non-admitted basis.

Douglas N. Smith is vp and
manager of the International

Department Of Johnson & Higgins
in New York. His cotumn appears

the first Monday Of every month.
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Retiree health care costs
By CHRISTINE WOOLSEY Firms must take action quickly: Expert
CHICAGO Employers have sev-

eral options when attemp-ing to
control their retiree health care

liabilities in the face of a proposed
accounting standard requiring em-
ployers to recognize and report
those liabilities on their financial

statements, a benefit consultant
says.

Because of the increasing num-
ber of retirement-age emfloyees,
employers,must establish a philos-
ophy of how to deal with retiree
health care costs, said Ken E.
James, a partner at Lincolnshire,
Ill.-based employee benefit consul-
tant Hewitt Associates.

In addition, "we have a group of
very influential employees in the
workforce who are in the 60-to-45-

year-old age group," Mr. James
said.

Retiree benefits are a ' very big
ticket item, and employees are con-
cerned about what will be avail-

able to them when they retire," he
said.

"If you think it is tough dealing
with retiree medical dezisions

today, wait until that group" starts
focusing on their own retirement,
Mr. James warned at the "Striking

a Delicate Balance" seminar co-

sponsored by Hewitt and the Em-
ployers Council on Flexible Com-
pensation on Sept. 12 in Rosemont,
Ill.

"If you wait five, 10 or 15 years,

it may be politically impossible to
set that philosophy," he said.

Under a Financial Accounting
Standards Board's final exposure

draft issued in February, employ-
ers would have to switch to accrual

from cash accounting for post-re-
tirement welfare benefits, includ-

ing health care benefits. Beginning
in fiscal years after Dec. 15, 1991,
employers would have to accrue as
an expense against corporate earn-
ings on income statements retiree
health care liabilities from the date

an employee is hired until the em-
ployee first becomes eligible for
retirement benefits.

Also under the proposed standard,
employers would have to begin re-
cognizing on their balance sheets a
minimum liability for retiree health
care beginning in fiscal years after
Dec. 15, 1996 (BI, Feb. 20).

The types of measures employers

can take to limit their retiree health

care liabilities range from minor
tinkering to major overhauls, and
there are advantages and disadvan-
tages to each, said Mr. James.

One measure that some employ-
ers are considering is increasing re-
tiree contributions or deductibles

under retiree health care plans, he
said.

"Increasing re-
tiree contributions

ecre offsets employers'is an obvious ad-

vantage in that it

costs, but it could

also discourage retirees from elect-
ing that coverage if they can get the
same coverage cheaper through
their spouses' plan," Mr James ex-
plained.

If that happens to a large extent,

then insurers may attempt to recoup
lost revenue by increasing premi-

ums for active employees, he
warned.

"It's the classic little boy and dike

syndrome: more holes than we have
fingers to plug up," Mr. James
quipped.

Hnnouncing a comprehensive Insurance Program for th*

Fire & Burglary
Safety Equipment Industry
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With great pride we continue to provide a superior underwriting facility

and insurance product for those involved in the MANUFACTURE,

DISTRIBUTION, SERVICE AND INSTALLATION OF

• Dry and Wet Fire Extinguishing Equipment

e Burglar Alarms and Equipment

• Fire Alarms and Equipment

For further information or applications call or write ...

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

Mr. James explained that he

favors increasing retiree premium
contributions over increasing de-
ductibles, because that would mean
every retiree would be helping to

reduce the employer's retiree health
care liabilities.

Mr. James also pointed out that
employers may consider increasing

retirees' health care out-of-pocket
maximums or introducing a lifetime
maximum.

Employers also could signifi-
cantly reduce their retiree health
care liabilities by establishing re-
tiree medical accounts, which would

be used to purchase retiree health
care coverage, reimburse retirees for

out-of-pocket expenses and pay for
Medicare Part B premiums.

The amount in each retiree's ac-

count would be based on the re-

tiree's age and length of service at
retirement.

The payout to retirees could be

in the form of a lump sum or an
annuity.

Mr. James estimated that retiree

medical accounts could slash em-

ployers' retiree benefit liabilities by
10% to 20%, and their annual retiree

health care expenses by 25% to 40%.
Flexible benefits for retirees is

another non-traditional method to

deal with rising retiree health care

costs, according to Mr. James.
He explained that employers have

avoided offering flex benefits to re-

tirees because the plans are difficult
to communicate to retirees who, until
recently, may not have had flexible

benefits while they were working.
But, "now employees are retiring

having had some experience in flex
and with having choices," he said.
This degree of understanding will

help benefit managers feel they can
communicate with retirees ade-

quately, Mr. James said.
However, employers will have to

be careful with how they price
such plans. "Because of the impli-
cations of Medicare at age 65, this
could result in significant disparity
in terms of the pricing structure
for people who retire before 65 as
opposed to those who retire after
65," Mr. James explained.

Employers also should consider
implementing retiree managed
care programs, he said.

"Employers should look at utili-
zation review like they do with
their active employees," Mr. James
said.

Wellness programs offered
through health maintenance orga-
nizations may produce significant
savings, particularly because re-
tirees may place more importance
on prevention than active employ-
ees do, Mr. James observed.

The status of the Social Security
system will have a significant ef-
feet on which direction employers
may take, according to Mr. James.

"We're sitting on a time bomb at
the same time we're wrestling with
the private sector, trying to pass some
responsibility to our retirees."

But, employers have been slow to
take any action, he pointed out.

"Most people have not been will-
ing to deal with retiree benefits for
existing retirees," Mr. James ob-
served. Benefit managers' hesitancy
is in partly based on their knowl-
edge of written plan language in
force when retirees left their jobs
and company attitudes toward aid-
ing retirees, he said.

In addition, some are waiting to
make changes because the proposed

FASB standards on recognized re-
tiree health care liabilities will not

really hit them until 1992. - I

Consultant urges
communicating
cost sharing data

CHICAGO-Benefit managers in
the 1990s will have to effectively
communicate to employees that ben-
efit cost sharing is a reasonable price
to pay for flexible benefit programs,
according to a benefit consultant.

Several forces will prompt employ-
ers to alter their flexible benefit com-

munication programs, including
greater employee diversity, the de-
mand for more family care benefits
and the need for employers to shift
the cost of benefits to employees, said
Steven W. Peterson, a communica-
tions consultant

with Hewitt Asso-

ciates in Lincoln-

shire, Ill.

While employers
ecfn

in the 1980s fo-

cused on communicating that flex-
ible benefits were good for employ-
ees, employers now should stress a
partnership between employees and
employers, or an attitude of "we're
all in this together," Mr. Peterson
said during the "Striking a Delicate
Balance" conference co-sponsored by
Hewitt and the Employers Council on
Flexible Compensation Sept. 12 in
Rosemont, Ill.

"If we're going to acknowledge
benefit cost sharing, we better give
employees the full story, using un-
derstandable statistics," he said. Em-
ployers also need to give employees a
sense of what would happen if flex
weren't offered: skyrocketing health
care premium contributions or bene-
fit cuts, he added.

And, if employers are claiming to

be partners in this battle against ris-
ing health care costs, top manage-
ment has to get involved in the com-
munication process, he said.

"Top management needs to get in-
volved," especially if they claim that
controlling rising benefit costs is
really a matter of life and death to
the company, Mr. Peterson asserted.

"Management has to be very clear
in communicating why flexible bene-
fits are the way to go," he said.

Other messages conveyed about
flexible benefits during the 1980s
also have to be modified in the ap-
proaching decade, MI·. Peterson said.

For example, "in the 1980s, we said
flex was new; that was the appeal
and we leaned on that hard," he ob-
served.

However, flex programs are be-
coming commonplace. "There are
about 1,000 flex programs in place,
so the message may be, 'Of course,
you get choices,' " he said.

And, the idea that flexible bene-
fit programs involve benefit trade-
offs for employees may become ob-
solete in the 1990s, Mr. Peterson said.

"Many benefits will be available
that don't involve trade-offs," he
said. "You either take it or you
don't," he said.

But some messages should remain
constant, according to Mr. Peterson.

For example, how flexible bene-
fits can meet each employee's par-
ticular needs is an important con-
cept in successfully communicating
programs, he said.

-By Christine Woolsey

-1



.

.

The Problems:
Quincy Mutual Fire Insurance Company of Quincy, MA, needed a reliable partner
to help them convert from a service bureau to an in-house system without disrupting
its ongoing operation.

The North Pointe Insurance Company, Southfield, MI, needed to quickly imple-
ment a software solution to handle new lines of liability insurance.

Old Republic Risk Management, Inc., Brookfield, WI, needed an effective system to
handle high-volume transactions efficiently.

Pioneer Mutual Insurance Company, Greenville, OH, needed automated Pmperty &
Casualty processing to handle growing business with its small staff.

The Solution:
The Wheatley Group.

An IBM Business Partner.

 IBM Business Partners are
 independent business organi-

- zations that have an in-depth
knowledge of your industry.
They combine the right hard-
ware and software to provide

you with an on-target solution. What's more: they
offer you service and support-with the same
high standards of customer service as IBM.

IBM Business Partners Deliver Solutions

As one of IBM's Business Partners, Wheatley
provides Property & Casualty Insurance and
Reinsurance companies with online, integrated,
data base systems. WINS-Wheatley Insurance
Systems-integrates online data and functions for:

· Policy Management
· Premium Accounting
· Claim Processing
· Reinsurance Accounting
· Bureau/Regulatory Reporting
· Financial/Management Reporting

For more information, contact Arie Seidler,

Pmsident, The Wheatley Group, Ltd., One
Huntington Quadrangle, Melville, NY 11747.
Phone: 516-293-0144.

----

Wheatley Insurance Systems

*.

See solutions in action. CaNArie Seidler at 516-293-0144

for a demonstration of WINS insumnce applications.

If you're interested in application solutions for
other business or professional areas, simply mail the
coupon below and let IBM know your requirements.

152 IBM. Business Artners Marketing, 590 Madison Avenue,

Rm. 3874, New York, NY 10022.

I'm interested in a solution for:

Name:

 Title:
Company:

 Address·

1 BI/WINS

Phone.

1 .- -®

-----

--

--

-----
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Employers rely on high-tech communications
By CHRISTINE WOOLSEY

CHICAGO-Employee benefit
managers will communicate flexi-
ble benefit information in the next

decade through a hybrid system of
technological "wizardry" and
proven methods, benefit consul-
tants say.

"We'll have a lot more high-tech
wizardry at our disposal," said
Steven W. Peterson, a communica-
tions consultant with Lincolnshire,
Ill.-based Hewitt Associates.

"Over this next decade some

leading companies are going to be
using interactive (systems) as the
key benefit delivery mechanism to
their employees," said Michael
Trahan, national practice leader
for Hewitt's computer interactive
communication activities.

The consultants spoke during the

Sept. 12 "Striking a Delicate Bal-
ance" conference co-sponsored by
Hewitt and the Employers Council
on Flexible Compensation in Rose-
mont, Ill.

An interactive systems allows an
employee to use a computer termi-
nal to both learn about a flex plan
and to administer his or her benefit

choices, Mr. Trahan explained.
Employers will increasingly turn

to these systems because human
resource departments will be
smaller in the future and employ-
ees will be less inclined to devote

the time necessary to read and in-
terpret benefit materials, Mr. Pe-
terson explained.

The consultants outlined advan-

tages and disadvantagesof the
three most innovative communica-

tion systems that employers are
expected to use increasingly over

the next decade:

• Telephone voice response sys-
terns.

With these systems, employees
dial a toll-free number using a
Touchtone phone for recorded in-
formation about the company's
benefit program
or to get specific
personal informa-
tion, such as theirsavings account (ff
balance.

Employees also can input infor-
mation and make benefit selections

using the phone keypad by follow-
ing the instruction of the telephone
system "operator."

Telephone systems "can defini-

tely be used for full flex enroll-
ment," Mr. Trahan said.

However, employers should
"keep in mind that you're really

Tough on costs
How do you cut soaring health care costs
down to size?

At Crawford & Company, we put every
non-emergency hospital admission through
a swift, effective utilization review before

it happens. We slice away unnecessary
surgical procedures. eliminate costly
inpatient admissions when outpatient pro-
cedures can be substituted... and delete

extra time spent in the hospital.
And our utilization review is just the start.

To fill the needs of our diverse clientele,
we've developed a variety of specialized
cost-cutting services like Large Case
Management, psychiatric review, and
substance/chemical dependency programs.

And we have a sophisticated Data Man-
agement System to track your results, so
you know just how much you're saving.

Crawford & Company programs have a
proven, reliable record of paying for them-
selves many times over. How many times?
Give us a call, and we'll be happy to discuss
specifics or set up an appointment.

Call Crawford & Company today.
Because it's time to give unnecessary health
care costs the axe.

1-800-241-2541

Ask for Jeff Aycock

Crawlord
CRAWFORD 8 COMPANY

HEALTH MANAGEMENT SERVICES

not helping the employee through
the decision-making process;
you're just helping them electroni-
cally record the enrollment," he
pointed out.

He also noted that the telephone
is a somewhat limited communica-

tions media and, therefore, em-

ployee understanding of a flexible
benefit plan may be less than if
they use a combination of audio

and visual communications sys-
tems.

While the system is well-suited
for transactions and to convey

short, simple messages, "we tend to
learn more visually than from au-
ditory responses," Mr. Trahan ex-
plained.

Employers will not "convey a lot
of conceptual and general under-
standing with an employee through
the telephone," he said.

• Stand-alone personal com-

puters.
The greatest strength of the

stand-alone PC system is its mod-
eling capabilities, according to Mr.
Trahan.

For example, employees can
enter various assumptions about
their expected age at retirement to
calculate their retiree benefits.

Employees can gain a good under-
standing of how retirement bene-
fits are calculated and also can

predict whether the level of re-
tiree benefits they receive will be
adequate based on current em-

ployer and employee contribu-
tions.

This type of system provides
great "communication value, mod-
eling and understanding," Mr.
Trahan said.

But, the stand-alone PC typically
does not access a central database.

Therefore, employees cannot use
the system, for example, to enroll
in a flexible benefits plan, he
noted.

• Kiosk systems.

This is the most expensive of the
three most innovative employee
benefit communication systems,
because it combines elements of

the telephone and stand-alone PC
systems, Mr. Trahan noted.

"The kiosk may involve extra
media," particularly audio voice-
overs or full motion sound and

video, Mr. Trahan said. It also may
include ease-of-use features like a

touch screen.

"You get the modeling and the
understanding, but because it's
connected to a central data base

the employee can do all the ad-
ministrative recording," Mr. Tra-
han said.

The system consists of a PC that
can draw information from a da-

tabase of employee benefit-related
information. It is usually located in
a central area within the company
so employees have unlimited access
to it.

But, the catch is that kiosk sys-
tems are very expensive, he
warned.

"Often, we find employers want
to use the PC for modeling and use

the voice response for the actual
enrollment process,"'he pointed
out.

Mr. Trahan also noted that many
employers may use interactive sys-
tems to complement their tradi-
tional employee benefit communi-
cation methods.

"Although it's interesting to use
this innovative medium, benefit

managers should keep in mind that
combining the new mechanisms
with traditional methods can also

be innovative," he said.
For example, "slide shows are

being replaced by videos as the
audio-visual medium of choice,"
Mr. Peterson said.

Also, videos for use at big em-
ployee meetings are being phased
Out.

"What may be in are videos you

send home with the employee," Mr.
Peterson predicted, adding that the
cost to do so has decreased re-

cently.

"Although everyone may not
have a personal computer at home,
most will have a Touchtone phone
and a VCR, and flex will be com-
municated using this at-home
hardware," he said.

For example, employees can
learn about their flexible benefits

through a step-by-step video they
can watch with their families.

When they are finished viewing
the video, they can go to the phone
and punch in specific benefit
choices.

Mr. Peterson noted that an air-

line recently sent home a videotape
with each of its 60,000 employees.

"In that quantity, the average cost
of each videotape was under $3 a
copy," he said.

Employers may discontinue
sending flex communications to
employees at work.

"Companies are seeing great

value in sending communication to
the home," Mr. Peterson said. This
also serves to get spouses more in-
volved.

"We are finding the spouse can
be a very effective way to get

through to the employee-and at
very low cost," he said.

Whatever communication

method employers choose, employ-
ers no longer will rely on big, bulky
booklets that describe everything
about benefit choices as their main

communications vehicle, he pre-
dieted.

However, "there will always be a
need for a booklet or some place
where all the information will be

written down for employees to get
at," he added.

And, Mr. Peterson stressed,

while computers are effective in
both the communication and ad-

ministration of flexible benefits,
"employees will want to get some
information from real, live, old-fa-
shioned flesh-and-blood folks like

themselves." I

Future ECFC conferences
CHICAGO-The Employers Council on Flexible Compensation

will hold six more regional meetings this fall to discuss trends and
developments in flexible benefits.

An Oct. 5 conference to be held in Boston is co-sponsored by Wil-
liam M. Mercer Meidinger Hansen Inc.; an Oct. 10 conference to be
held in Washington, D.C., is co-sponsored by TPF&C, a unit of
Towers, Perrin, Forster & Crosby Inc.; an Oct, 12 conference in Los
Angeles is co-sponsored by Hewitt Associates; an Oct. 24 meeting
held in Seattle is co-sponsored by Mercer Meidinger Hansen; a Nov.
1 conference to be held in Houston is co-sponsored by Hewitt; and a
Nov. 7 meeting planned for Whippany, N.J., is co-sponsored by A.
Foster Higgins & Co.

The Chicago-area conference drew 125 registrants who attended
sessions on topics like effective flexible benefit design and financ-
ing, retiree benefit trends, Section 89 compliance and imaginative
benefit communication.

For additional information on the ECFC, contact the organiza-
tion at 927 15th St. N.W., Suite 1000, Washington, D.C. 20005;
202-659-4300.
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Flex plans meet most needs: Experts
By CHRISTINE WOOLSEY

CHICAGO-A flexible benefit

plan is probably the best way for
employers to balance varying em-
ployee needs with benefit cost con-
straints, benefit consultants say.

Faced with limited resources,
benefit managers attempting to
deal with employee requests for
increased benefits should view

themselves as "product designers"
when they begin assembling next
year's benefit offerings, advised
Judy Whinfrey, a consultant with
Lincolnshire, Ill.-based Hewitt As-
sociates.

"You have to please three cus-
tomers: employees, who are de-
manding affordable choices; shar-
eholders, who are concerned about
the bottom line; and federal, state
and local governments," which are
constantly changing benefit regu-
lations, she said.

Ms. Whinfrey made these obser-
vations during the "Striking a Del-
icate Balance" conference co-

sponsored by Hewitt and the Em-
ployers Council on Flexible
Compensation, a Washington,
D C.-based lobbying organization.
The conference was held Sept. 12
in Rosemont, Ill.

Employees today are asking for
more personal choices and addi-
tional benefits, and flexibility can
be one of the best ways to satisfy
their needs while staying within
cost constraints, Ms. Whinfrey
said.

"You give the employee the op-
portunity to make a trade-off,
trading one benefit for another and

advantages of including benefits
like wellness programs, child care
benefits and long-term care insur-
ance as part of the flexible benefit
prograrns.

Most consultants agree that
wellness programs can lead to re-
duced health care costs, but mea-
suring results can be difficult, Ms.
Irwin said. Some employers may
have to wait as long as 30 years to
record any type of bottom-line re-
sults, and that could make upper
management reluctant to even im-
plement such programs, she ob-
served.

Still, the popularity of wellness
programs continues to grow, she
said, citing the latest Health Re-
search Institute biennial survey
that reported an 85% increase in
employer-sponsored wellness pro-
grams.

"In 1985, only 34% of employers
offered such programs; but by
1987, 63% had some type of well-
ness program," Ms. Irwin ex-
plained.

Among the most common types
of wellness programs offered are
cardioplumonary resuscitation
training, smoking cessation,
weight control, cholesterol scree-
nings and stress management, she
said.

Employee turnover and demo-
graphics have to be considered
when deciding whether it would be
cost effective to offer wellness

benefits, Ms. Irwin said.

"While smoking, cholesterol and
high blood pressure programs
might be irrelevant to an organiza-
tion with high turnover and a low

'In the 1990s, a consideration may be adding some
matching employer contributions to the

employees' own flexible spending accounts for
day care,' points out Barbara Jane Irwin, a

consultant and account manager with Hewitt.

moving the employer's money
around in a way that best serves
employees' needs," she explained.

Ms. Whinfrey advised benefit
managers designing a flex plan to
first identify the areas in which
they want to add benefits.

But, she pointed out that because
every company has a different cul-
ture and history, introducing the
concept of benefit choices can be
difficult in certain corporate en-
vironments.

For example, "in a lot of com-
panies, pension is a sacred cow and
employers won't let employees
trade it away" for some other ben-
efit.

Traditionally, employers offer
the greatest flexibility in employ-
ee health care plans, including
choices in coverage levels and
types of benefits.

Employers designing a flex plan
also must determine whether they
want to hold their own health care

costs steady year to year or allow a
certain annual increase, she said.

In addition, employers must de-
cide whether they want to shift
more health care costs to employ-
ees.

Benefit managers must under-
stand that "choice isn't the most

difficult aspect" when offering
flexible benefits, Ms. Whinfrey ex-
plained.

Rather, "the trickiest design
steps are in balancing new benefits
with who will pay for them," she
said.

"The ability to do the financial
analysis of flex design is much ea-
sier today," Ms. Whinfrey ob-
served.

Barbara Jane Irwin, a Hewitt
consultant and account manager,
told the audience that employers
can no longer ignore the possible

average age, emphasis on prenatal
care perhaps would make sense in
order to reduce the high risk of
premature birth and the extremely
high medical bills that are asso-
ciated with that," type of medical
care, Ms. Irwin noted.

There are several innovative

ways employers can include well-
ness programs in flexible benefit
plans, according to Ms. Irwin.

For example, "some employers
are offering extra credits for a
good showing against standards
for several risk factors," Ms. Irwin
explained.

She noted that one employer, for
instance, gives flexible benefit
credits equal to about $150 if an
employee falls within a normal
range of height and weight, blood
pressure and cholesterol levels and
does not smoke.

Providing an "extra credit" can
be fairly controversial, though, Ms.
Irwin said.

For example, "the extra credit

idea won't appeal to upper man-
agement if you can't spend any
more dollars on benefits," she said.

Upper management also might
not agree that flex credits provide
enough of an incentive for employ-
ees to change their lifestyles, she
said.

Some employers, therefore, in-
stead are requiring higher em-
ployee contributions toward the
cost of certain benefits, such as
group life insurance, if the em-

ployee smokes, she noted.
Also, credits based on health sta-

tus may cause employees to worry
about confidentiality, Ms. Irwin
said.

One way to avoid this problem is
to offer extra credits to employees
who simply take the wellness tests,
rather than base credit on test re-

sults.

"The important thing is to com-
municate the message to employees
and make them aware of the goal
of improving their health," Ms.
Irwin said.

Child care benefits will continue

to be a hot topic

cff growing percent-
in the 1990s as

women comprise a

age of the work-
force, Ms. Irwin

predicted.
This year, nearly 59% of the

workforce consists of women, ac-
cording to U.S. Bureau of Labor
Statistics, and many benefit man-
agers are looking for ways to ad-
dress the needs of this growing
population, she said.

The child care benefit most often

offered in flex plans is a flexible

spending account for daycare ex-
penses funded through pretax sal-
ary reductions or flex credits, Ms.
Irwin explained.

These spending accounts tend to
offer the most flexibility in choice
of child care provider, are often
easy to implement and offer tax
advantages to the employee, she
said.

"In the 1990s, a consideration
may be adding some matching em-
ployer contributions to the em-
ployees' own flexible spending ac-
counts for day care," Ms. Irwin
pointed out.

Setting up on-site daycare cen-
ters or subsidizing near-site een-
ters are two alternative approaches
employers also are investigating,
she said.

Long-term care also is becoming
a hot topic among employers and

employees, Ms. Irwin said, noting
that a growing number of employ-
ers are considering offering group
long-term care insurance pro-
grams.

In addition, the number of in-
surance companies offering long-
term care coverage has increased
to 105 from 16 over the last five

years, according to a study by
Hewitt.

And, during the last year, the
number of people covered by such
programs has increased to more
than 1 million from 150,000, ac-
cording to Ms. Irwin.

"However, only about 6% of
those people are getting their long-
terrn care insurance through em-
ployer-offered programs," Ms.
Irwin pointed out. And of those
employers, 85% are in the service
industries. I

Uncompromising
on care.
High-quality care. Employees expect it...
and with Crawford & Company, they get it.

Based on a sophisticated telecom-
munications system, our utilization review
process is quick and paper-free. Every
procedure is reviewed individually within
24 hours by one of our skilled registered-
nurse reviewers. They're linked by computers
to all our records, and tied directly into a
toll-free phone number. So your employees
can call with questions or concerns, and get
immediate reassurance.

For more difficult or sensitive matters, we

call upon our Medical Director or our broad
range of consulting physician specialists...

all to ensure diagnosis and treatment that's
in the patient's very best interests. We protect
your employees' health with compassion and
sensitivity.

Call Crawford & Company today.
Because when it comes to quality care,
there's no room for compromise.

1-800-241-2541

Ask for Jeff Aycock

Crawford
CRAWFORD & COMPANY

HEALTH MANAGEMENT SERVICES
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Retailer chooses vp-risk management
J. Lawrence Fiedler, 63, pro-

moted to vp of risk management at
Carter Hawley Hale Stores Inc. in
Los Angeles. In this newly created
position, he is responsible for the re-
tailer's property/casualty insurance
programs. He reports to Edwin J.
Holman, senior vp of operations. Mr.
Fiedler, who joined Carter Hawley
Hale in 1976, most recently was
director of risk management and in-
surance. He was corporate insurance
manager of The May Department
Stores Co. in St. Louis from 1969 to

1976. Mr. Fiedler received a bachelor

of science degree in engineering from
the U.S. Merchant Marine Academy

in Kings Point, N.Y. He holds the
Chartered Property & Casualty Un-
derwriter and Associate in Risk Man-

agement designations and is a past
president of the St. Louis and Tulsa,
Okla., chapters of the Society of
CPCU.

***

Robert D. Lembke, 38, promoted
to director of risk management and
insurance at Peter Kiewit Sons' Inc.

in Omaha, Neb. In this newly created
position, he oversees property/ca-
sualty insurance and risk manage-

ment programs for the construction,
mining and packaging company. He
reports to Kenneth M. Bate, vp and
treasurer. Mr. Lembke, who joined

the company in 1982, most recently
was manager-insurance. Previously
he was a broker with Corroon &

Black Corp. He holds a bachelor of

Comings & goings: buyers
science degree in business adminis-
tration from Drake University in Des
Moines, Iowa. He also holds the Asso-

ciate in Risk Management and Char-
tered Property & Casualty Un-
derwriter designations. Mr. Lembke
is a member of the Society of CPCU
and is a past president of the Great
Plains chapter of the Risk & Insur-
ance Management Society.

***

Janet Pinet named vp and risk
manager of Amoskeag Bank Shares
Inc. in Manchester, N.H. In this

newly created po-
sition she is re-

sponsible for
minimizing the
bank's financial

'- . exposure in vari-
- ous operational

activities. She re-

ports to Carl M.

l · . Hanson, execu-
tive vp and chief

Ms. Pinet financial officer.

Previously, Ms.
Pinet was assistant vp and risk man-
ager of Indian Head Banks Inc. in
Nashua, NH.She received a bachelor

of science degree in business manage-
ment from the University of New
Hampshire in Durham. She also
holds the Certificate in General In-

surance awarded by the Insurance

ON TliE FACE Or IT.
THERE APPEARS TO BE

A SEA OF

EXCESS WORKERS' COMP
PROVIDERS.

Mow look closer. Look at Underwriters Safety &
Claims. We're specialists in writing Excess
Workers' Compensation.
We currently write for several major companies.
We have built a fine reputation for our quick
response and knowledge of the product.
Our experience sets us apart from the others. So
now that you've looked at us. there's no need to
look further.

Call Doug Donaldson
(502) 244-1343 Telex 204-111

fflq Underwriters Safety
' ,  Sf Claims, Inc

- 4 V Post Office Box 23790
I'll"ll...I... Louisville. Kentucky 40223

11

4

5

6

Institute of America.
***

Scott Lowe, 25, named associate
analyst in the corporate risk man-
agement and insurance department
of Alcon Laboratories Inc. in Fort

Worth, Texas. In this newly created

position he oversees administration
of the risk management information
system and assists in the manage-
ment of the company's domestic
property/casualty insurance and loss
prevention programs. He reports to
Larry B. Long, director of corporate
risk management and insurance.
Alcon manufactures pharmaceutical,

surgical and opthalmic goods. Mr.
Lowe holds a bachelor of business

administration degree from the Uni-
versity of North Texas in Denton.

.

We'd like to report on stajf changes

in your companv's employee benefit,
risk management and safety depart-
ments. Contact Paul Winston, Copy
Editor, Business Insurance, 740 N.

Rush St., Chicago, Ill. 60611-2590, or
call 312-649-5442. Please send a pho-
tograph, too.
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Agent/Broke,Topics
A monthly editorial section sent exclusively to agents and brokers

Agents hear call to battle
By LAURA MAZZUCA But many prefer not to listenLOS ANGELES-With disgrun-

tied consumers, soft market condi-
tions and increasing cries for regu-
lation oonerging on the insurance
industry like a three-headed
dragon. incustry officials are look-
ing to :he independent insurance
agent as a 20th century St. George.

The independent agent, whose
reputatzon with the public is flying
high above an industry besmirched
by past market problems, is in a
unique position to use his or her
good name to bolster the industry
as a while, said insurer executives,
agent association officials and
others at the 93rd annual conven-

tion of the Independent Insurance
Agents )6 America.

The convention was held Sept.
10-14 mt the Westin Bonaventure

Hotel ir Los Angeles
But many independent agents

say they are more interested in
surviving the highly competitive
proper:y, casualty insurance mar-
ket than ac-ing as a knight in shin-
ing armor for the insurance indus-
try.

In fact, some agents believe that
too much honest communication

with their clients could cost them

accounts.

According to the speakers the
agen:s heard from the convention's

podium, independent agents are
perceived by the public as one of
the few positive links in the insur-
ance chain.

"Our research before and after

the California vote clearly sub-
stantiates the fact ttat the most ef-

fective spokesperson for insurance
is ycu, the independent agent,"
said outgoing IMA President
Lawrence E. Hite, referring to Cal-
ifornia voters' approval of Proposi-
tion 103 in November 1988 (BI,
Nov. 14, 1988).

As such, agents are virtually ob-
ligated to take the lead in com-
municating and educating the pub-
lic about how tte insurance

industry works, said Jeffrey M.
Yates, the IIAA's executive vp, in
his annual report to the conven-
tion.

It is no longer enough for us to

be persuasive with Just legislators

and regulators," noted Mr. Yates.
"We need to participa:e actively in
the public media and reach out to
local, state and national ccmmu-
nity, business and consumer

groups to build relations. We need
to work together with them to de-
velop strategies that really solve
problems."

To do so, the IIAA has in essence

"volunteered" its independent
agent members to lead the drive to
improve the insurance industry's
tarnished image. -

For instance, Mr. Hi:e poir ted to
steps the association took during
his tenure toward involving the
agent more in the communication
process. These efforts meluded the

establishment of an all-industry
consumer hot line, to be launched
in 1990 in conjunction with other

industry associations, and tte dis-
tribution of public relations kits
for members to use to communicate

the role of insurance to the con-

sumer in general.
"While this task has not been

thrust upon us by any massive in
dustry mandate, still it is a natural

function that should grow out of
our unique position, and we .hould

seek this leadership challenge ea
gerly Southgate Jone, Jr, the in
coming IIAA presid.nt who is

president of J Southgate & Son
Inc agency in Dur N C said

in his inaugural add ss
The IIAA was not one in view

ing the agent as a potential com
munications dynamo A Lloyd s of
London underwriter courted

agents critical C Ult in

new s mlin n for (see sto

page ), a pa urer exe

utives noted the f the

agent s.g6od re
nicatid!; wh t
page 40C), and

survey indicated that ever the
dreaded direct writer defers b the

ir:dependent agent's expertise in
some areas (see story, page 4OF).

But while most agents agree that
close communication with clients

should not be underestimated, the
majority is more concerned with
tEe immediate problems of low
rates, ho. competition, relations
with insurers and specialized, re-
gional issues than with the overall
image of the insurance industry.

And, in spite of the high-f.ying
rhetoric that is the traditiona1 sta-

ple of national conventions, agents
are divided on how honestly they
can communicate with their clients

while the market is still competi-

tive enough for policyholders to
shop their coverage to other
agents, including direct writers.

;'You hear a lot about ethics

here, but in a lot of eases, high eth-
ie: become meaningless," said
David J. Szczepanski, vp of Ir-sur-
ancenter in North St. Paul, Minn.

In fact, many independent agents
say that they need to commun cate
with their clients to further heir

own business in a soft propertb/ca
sualty market but fear a great deal
of elaboration

Mr Szczepanski suggested that
agents should tel their clients in
ths' soft market at you re get
ting a good de member that

when things cha
Others even ay from that

commun

n last tirne,
Arc r, presidert of

Insurance Systems Inc., an agency
in Ona, W.Va.

Right before the last hard mar-
ket struck, Mr. Keller warned his

long-haul trucking clients that
their premiums would probably go
up when the market hardened-

.and many of the grateful clients
headed straight to other agencies
to get quotes.

As a result, the agency lost some
clients to its competition, he noted.

But other agents agreed that

honesty is the best policy when
communicating with their clients.

For instance, N. Stephen Ruch-
man, president of Ruchman Asso-
ciates Inc. in Rockville Centre,

N.Y., is solidifying the relation-
ships between his clients and in-
surers, "marrying companies to
ilients," which in turn will tie both
of them closer to the agency when

1he market tightens, he said.
"Right now we're just telling

them they're getting the best price,
out it might change" from month
to month, said Robert W. Sams,
president of Sams Insurance
Agency in Somerset, Ky.

However, unlike Mr. Ruchman,
Mr. Sams is more interested in

ying the agency s clients, not to a
opecific insurer, but to us

Continued on nert page



40D / Business Insurance, October 2, 1989

Agent/Broker Topics

Consumers
Continued from previous page

"We failed to understand that the

voter had full comprehension of what
was on the ballot in Proposition 103

and the other propositions," he said.
"And, we failed to adequately lis-

ten to the appeal that was being
made persistently to us, that auto-

mobile insurance was simply too
high, and going higher."

While the industry may have been
guilty of underestimating the Califor-
nia voter, Proposition 103 also was
propelled by canny activists with

axes to grind, noted Atlantic Mu-
tual's Mr. Trowbridge

Consumer advocates Harvey Ro-
senfield, Ralph Nader and others

used the problems of insurance poli-
cyholders to promote their own
agenda, said Mr. Trowbridge. And,
while the proposition's "vague and
inconclusive" wording makes it clear

66Utica'S targeted
products can light up
your sales on both
sides of the street:'
You told us you wanted products matched
to the needs and wants of specific types of
prospects. Utica's commercial and personal
lines offer you a better direction.

Our targeted products make it easier for
you or your (3Rs to identify good business,
write the app, and get it approved and
on your books. Fast, Giving you more
time to get even more business. And
that can brighten your financial future
considerably.

Of course, Utica's products include
allthe features your prospects expect
-and much more. For example, our HOs'
Dwelling Protection Unlimited Endorsement
offers full replacement value for the home
no matter what it adds up to. And Utica BOPs
offer a Business Owner's Extension Endorse

ment which includes money and security
coverage totalling $10,000 on-premises and
$2,000 off-premises-at no extra cbmge

Targeted products: just one of the many
ways Utica's saving you time and helping you
make more money where your prospects hve
and work.

After all, our business relationship with
you is a two-way street.

"We're treating you like a customer
"Remember: our goal is to give you all tbe

products and service you need So ifyou
ever bave a problem, concern, or sugges
tion, call your Marketing Rep, your Utica
Regional Vice President-or my o#ce,
directly. 1'11 straighten it out personally
if I bare to. It's the least i can dofor my
customer."

3,446
W. Craig Heston
Chairman and CEO

For all the details on how Utica's targeted
products can makeyour sales shine, give us
a call at 1-800-448-3366 (in New York State
1-800-962-9199).

that its authors didn't understand

how the insurance industry op Erates,
their goal was to disrupt the industry
--and they su.cceeded.

Voters "really don't want x h€:r
too much about why the (persor.al
lines auto) rates are so high" he said.

Nor does Proposition 103 offer ary
real solutions zo keeping premiums
under contr,i, he added.

While nc-fault systems in New
York and Michigan have curbed au-0
insurance premiums in those states,
special interest groups such as the
Assn. of Trial Lawyers of America -11
Washington, D C., have kept such re-

forms from spreading nationwide,
Mr. Trowbridge said.

Much of =he blaine for this ean be

placed on the ' inaction" of sta:e leg-
islators, wh:> have buckled under this

"activist" pressure, he added.
However, even though ca refully

constructed no-fault laws coull con-

ceivably hold down auto insuran=:e

A

premiums, the industry must ensure
the cbnstitutionality of such systems
by letting voters choose whether to
adopt a no-fault system, said Mr.

take a more positive approach to
publicly discussing tort reform,

rather than launching defenses after
consumer advocates have made their

The insurance industry should "always
consider the end use of its product"
by thoroughly explaining its prcducts
tc its clients, and "what rhey are
getting for their money:

-Southgate Jones
IIAA president

Smith.

To win public support for a.no-
faul system, insurers must "specify
what the reduction in rates would be

if an insured opted for a verbal
thresholl" he said.

In addition, the industry should

A
0 Utica National Insurance Group

Insurance Tt.at Starts With You

Utica National Insurance Grii p induding Utica Mutual Insurance Company and its
ailiated companies, Dept. TP 16,180 Genesee St., New Hartford, New York 13413.

pitches, Mr. Smith added.
If communication between the in-

dustry and public is not addressed
quickly and adequately, the panelists
said they feared that federal inter-
vention could €nsue, resulting in con-
fusing dual regulation.

"I despair of any kind of a fed-
eral solution to a problem that really
isn't universal in 50 states," said Mr.
Bolinder. Rather, the issue should be

handled on a state-by-state basis, he
added.

Public dissatisfaction with the in-

surance industry-and specifically
high auto insurance rates-will also
affect the outcome of efforts to repeal
or modify the McCarran-Ferguson
Act, the panelists noted.

"The entire discussion of McCar-

ran is driven by that issue," said
Mr. Smith. "I am loath to replace
such a substantial body of law"
based on a legislative process "that
has accomplished nothing," he
added.

While Atlantic Mutual's Mr. Trow-

bridge agreed that no one, least of all
the public, would benefit from repeal
of McCarran-Ferguson, public senti-
ment indicates that it is likely the act
will at least be amended.

He recommended the insurance in-

dustry be prepared to make its views
known during the amendment pro-
cess, rather than simply closing its
eyes or opposing any changes out-
right.

As an association, the IIAA con-

tends that McCarran-Ferguson
should not be tampered with, said
Mr. Jones.

However, "state-by-state erosion"
of the act, epitomized by Proposition
103 in California, must be addressed

by strong state support from the na-
tional IIAA, he added. m

IIAA hosts

3,200 agents
at meeting

LOS ANGELES-Agents
from across the country-and
from as far away as Australia-
converged on the Westin Bona-

venture Hotel in Los Angeles
Sept. 10-14 for the 93rd annual
convention of the Independent
Insurance Agents of America.

The convention's theme, "A
Premiere Performance," was re-

flected in the opening gala
party, held at Knott's Berry

Farm amusement park. There,
agents and their guests enjoyed
Wild West-style entertainment,
thrill rides and a special re-en-
actment of a Revolutionary War
battle at the park's recreation
of Independence Hall.

A variety of sessions were of-
fered during the convention,
with topics ranging from im-
proving hiring and managing
techniques, overlooked cover-
ages and exclusions and agency
automation.

In addition to workshops, ap-
proximately 150 exhibitors set
up booths at the Bonaventure to
display their wares, such as new
insurance products and com-
puter software systems.

Among the 3,200 agents that
attended were several observers

representing independent
agents from "Down Under" in
Australia.

However, an IIAA spokesman
noted thatattendance was

down slightly from last year,
possibly because the California
state IIAA members met at the

end of August, and Arizona
members of the IIAA met the

week before.

And, agents looking forward
to seeing scheduled keynote
speaker, former President Ron-
ald Reagan, were disappointed
when emergency brain surgery
two days before the convention
forced him to cancel the speak-
ing engagement. Former Am-
bassador to the United Nations

Jeane Kirkpatrick spoke in Mr.
Reagan's place.
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Skills, methods of agents differ: Study
By LAURA MAZZUCA surance agents are nnore confident,

professional and knowledgeable
LOS ANGELES-Independent in- about their own business and the in-

surance industry than are direct
writers, clients believe.

However, direct writers are per-

Reaching a top level audience of
44,373*, Agent/Broker Topics provides
specialized information for agents and

brokers who sell insurance, reinsurance
and related services.
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ceived as more aggressive salespeo-
ple, better prospectors and more en-
thusiastic about small commercial

acc6unts than are independent
agents.

These were the findings of a new
study conducted by the Independent
Insurance Agents of America's Fu-
ture One coalition of insurers and

agents, which was presented for the
first time at the 93rd annual IIAA

convention, held last month.

The study, "A Comparison of the
Small Commercial Marketing Prac-
tices and Customers of Independent
Agents and Direct Writers," culled

the opinions of about 140 indepen-
dent agents and direct writers and
180 of their clients, who met in focus
groups during 1988 and 1989.

"Small" commercial business-de-

fined by the study as property/ca-
sualty premium volume of $10,000 or
less-is a critical market segment for
independent agents, and one in which
they have been losing market share t)
direct writers, said Alice Abbott,

manager of marketing research and
planning for CNA Financial Corp.
in Chicago. Ms. Abbott served as the
chairman of the Future One subcom-

mittee that designed the study and

analyzed its results.
According to industry statistics,

the direct writers' share of the corn-

mercial multiperil insurance market
grew to 17.5% in 1988, from 4.5% in
1967, said Ms. Abbott. In fact, State

Farm Insurance Cos., a direct writing
insurer based in Bloomington, Ill.,
now ranks second among all insurers
in terms of small commercial multi-

peril premium volume, she added.
CIGNA Corp. of Philadelphia was

ranked No. 1, and Continental Corp.
of New York was No. 3 in terms of

small commercial multiperil pre-
mium volume.

Projections based on past growth
statistics indicate that the direct

writers could control as much as 27%

of the commercial market by the year
2000 and as rnuch as 35% by 2009,
Ms. Abbott added.

If independent agents aren't care-
ful, direct writers will usurp the
small commercial lines market the

way they did homeowners coverage,
said Ms. Abbott. Twenty years ago,
direct writers had only a 19.7% share

Managing General Agents
Aggressive Opportunity
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of the homeowners insurance market;

today it stands at 52.39#.
To provide direction for indepen-

dent agents competing against direct
writers, Future One, a national

working group of the IIAA and 30
participating insurers, commissioned
the study.

The qualitative information in the
survey was gleaned from a series of
focus groups consisting of 10 to 12
participants including direct writers
and their clients, and independent
agents and their clients, said Ms. Ab-
bott.

These focus groups were held in
four locations in each phase of the
study in the Northeast, South, Mid-
west and West.

According to input from agents
and their customers, Future One de-

termined that the most significant
concerns of independent agents re-

garding small
commercial ac-

counts are:

..888- • Profits. In-

.Ins!!pan/ dependent

\•Aoont / agents are con-
-- cerned about

whether they

can profit from smaller commercial
business, the survey showed.

Although independent agents in
the focus groups agreed that small
commercial business is simple to

write, generates customer loyalty and
adds stability to a book of business,
many cited low commissions as a

negative aspect, especially those in-
dependents agents who are looking at
larger accounts.

• Less enthusiasm. Independent
agents are less enthusiastic about
small business than their direct

writer competitors.
Future One's findings indicated

that direct writers not only were
more aggressive in soliciting new
small commercial business, but also

were more likely to personally service
the business after it was obtained.

Independent agents generally turn
over the servicing duties of small
commercial accounts to customer

service representatives, the survey
found.

Direct writers also maintained

more contact with their small com-

mercial clients than independents,
calling on them throughout the year
rather than just at renewal time, the
survey indicated.

• Misconceptions about direct

writers. Independent agents have
many misconceptions about the mar-
keting and servicing habits of direct
writers.

Many independents believe that
the direct writer is strictly a sales
person whose prices are always lower
-and neither belief is true, the sur-
vey showed.

Although most direct writers be-
lieve they could offer their small
commercial clients lower-priced pre-
miums, other direct writers know
otherwise, but don't admit it to their

clients.

Instead, these direct writers po-
sition themselves as being price-com-
petitive, telling their small commer-
cial clients that independent agents

routinely place coverage where it will
generate the most commission in-
come for the agent.

However, while survey results in-

dicated these and 6ther major differ-
ences between direct and indepen-
dent agents, the two groups do share
many organizational traits, said Ri-

chard P. Carney, president of Carney
Insurance Agency in Glendive, Mont.,
who also served on the Future One

subcommittee.

Independent agents, especially
smaller ones with annual premium
volumes of $2 million and less, share
with direct writers such attributes as

smaller staffs, storefront locations
and a book of business balanced

Continued on next page
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equally between personal and com-
mercial lines.

There also are similarities in the

way the two types of agents develop
new business, said Mr. Carney. Both
independent agents and direct writ-
ers agreed that referrals were the best
source of leads, and both groups used
cross-selling; expiration dating, cold
calling and direct mail to drum up
new business.

However, direct writers were more

aggressive in their pursuit, and used
more methods, Mr. Carney noted.

Independent agents, on the other
hand, tended to rely on more "pas-

sive" methods of soliciting, relying
predominantly on referrals and di-
rect mail, he said.

Both types of agents were proud
of the service they provided, such
as responding quickly to claims and
the ability to act as consultants on
different types of coverage, he said.

But while independent agents be-
lieve they can offer more flexibility,
service, knowledge and leverage with
insurers than the direct writers, they
view the direct writers as a serious

threat to business retentions because

they can offer lower premiums.
Because of this, independent

agents are more likely to refrain from
telling their clients that their premi-
ums might go up because they are
afraid the policyholder will shop the
risk to a direct writer.

On the other hand, direct writers
are intimidated by independent
agents because they can offer small
commercial clients more product
flexibility and alternative markets,
said Mr. Carney.

Clients of both independent agents
and direct writers said they expected
service, good prices and knowledge
from the producers with whom they
dealt. They also seemed content with
their current agents. Clients agreed
that service is the most important
agent trait, although several admit-
ted selecting an agent solely on price.

While the clients of both types of
agents generally believed that their
agents offer them the best service,
knowledge and leverage with insur-
ers, both types of clients actually
thought that independent agents of-
fered more security, product tailoring
and flexibility, said Mr. Carney.

And, ironically, the clients of in-
dependent agents believed their pro-
ducers got them the best premium
price. Direct writer clients were split
on the issue.

However, when things go wrong
between agent and client, it most fre-
quently arises from communication
problems, which are cited by clients
as the main reason for switching
agents. Surprisingly, price was not
mentioned as a compelling reason for
switching agents.

However, the survey revealed that
all clients like to shop their coverage,
and direct writer clients are more ac-

tive shoppers than independent agent
clients, Mr. Carney said. Premium in-
creases of between 15% and 20%

seem to particularly prompt clients to
shop for a new agent, he said.

Taking these opinions into consid-
eration, the Future One survey of-
fered independent agents some sug-
gestions on how to successfully
compete against direct writers.

First, independent agents should
find ways to work with insurers to
develop and service business.

Prospecting also is important, and
independents need to formalize the
agency's referral process by devel-
oping tools for cultivating referrals,
making the process "agent-driven"
rather than passively waiting for re-
ferrals, said Mr. Carney.

When servicing clients, agents have
the right idea when delegating au-
thority to their customer service rep-
resentatives, he said. The skill and
availability of CSRs should be pro-
moted to clients as a value-added

service, rather than a substitute for
the attention of the agency principal.

Internally, agents should set up
specific guidelines for CSR-client in-

teraction to facilitate this process.
Finally, independent agents should

take a tip from direct writers when
processing their business. For exam-

ple, increasing the use of direct bill-
ing and generally treatng small com-
mercial business like personal lines
can cut down on overhead and time

lags, said Mr. Carney.

In sales, independent agents should
practice cross-selling, and consider
requiring more discipline in :he
agency's sales process.

To develop n€w producers, the sur-
vey suggested independent agents ie-
velop an internship program, and/or
recruit recen: college graduates.

Future One also suggested that
customer service representatives and
personal lines salespersons-often
overlooked when an agency principal
is looking for a new producer-as po-
tential sources for small commercial

lines salespersons.

./
SERVICES INC.

To become more competitive
against direct writers, independent
agents should prove to their small
commercial clients that they are im-

portant by keeping in regular phone
contact with them.

In addition, Independent agents
should use their superior knowledge
of the insurance industry to position
themselves as business consultants to

their clients, Future One said.

The independent agents also need
to counter the direct writers' claims

that independents place business
with high-commission irsurers and
instead stress the fact that they c·an
offer a choice of insurers.

Finally, independent agents should
emphasize that commercial buyers do
not need to change agents when the
acecunt grows, Future One said.

The survey will be available after
Oct. 15 from state IIAA affiliates.

Cost has not yet been decided. I
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New trade partners
won't hurt U.S.:

Lloyd's underwriter
By LAURA MAZZUCA

LOS ANGELES-The relationship
between Lloyd's of London and the
U.S. property/casualty insurance
market will not suffer when Lloyd's
forges ties with smaller European
markets after the removal of trade

barriers, a Lloyd's underwriter as-
sured a group of independent agents.

"While the very positive prospects
of obtaining a better spread of risk is

exciting and one which will add sta-
bility to underwriters' accounts, it is
you who are their (Lloyd's) largest
source of premiums," said Lloyd's
underwriter Bryan P.D. Kellett.

"We intend to build on the very
solid foundation of our good rela-
tions with existing clients and pro-
ducers here in the U.S.A.," added
Mr. Kellett, who also is chairman

of underwriting of Kellett Holdings
Continued on next page

WITHOUT
THE RIGHT

E&0 COVERAGE,
THEY'LL EAT
YOU ALIVE.

Face it. You're a prime target for a law-
suit. In 1968, one in 50 agents was involved
in a lawsuit. Today, it's one in eight. And could
be one in four, depending on where you live.

Having E&0 coverage can't stop you from
being sued. But the right E&0 coverage can
protect you from spending a fortune. Or pre-
vent the business you've worked hard to build
from dosing its doors forever.

Your E&0 coverage is the most impor-
tant policyyoull everbuy Sodon't playgames
with it. Get PIA's Errors & Omissions Insurance

Program. Quite simply, it's one of the most
comprehensive policies available to independ-
ent agents. From First Dollar Defense with no
deductible to Full PriorActs coverage, you get
protection you won't find just anywhere. And
unlike many other E&0 programs, it's been a
consistent force in the marketplace for over
25 years.

So ifyou're going to swim with the sharks -
and these days who doesn't - make sure
you get out alive. Call PIA orcomplete this
coupon. We'll showyou howyou can protect
yourselfwithout taking a big bite out of your
budget. Do it today!

Underwritten by the Utica Mutual Insurance Company.

I NEED PROTICTIONI

Show me how I can get it with PIA's E&0 Insurance Pro-
gram underwritten byUtica Mutual Insurance Company.

Name

Agency Name

Address

Phone C )

E&0 Policy Expiration Date

Zip

Clip and return to: PIA's Errors & Omissions Dept.,
PIA Services Inc., 400 N. Washington St.,
Alexandria, VA 22314* 1-38881

*In Wyoming contact: Nelson Insurance Agency,
P.O. Box 311, Powell, Wyoming 82435
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Lloyd's role
Continued from previous page
Ltd. in London, the holding company
for Lloyd's underwriting agency
B.P.D. Kellett & Co. Ltd.

Mr. Kellett is the first Lloyd's rep-
resentative to address the Indepen-
dent Insurance Agents of America
convention in its 93-year history.

Mr. Kellett, president-elect of the
Insurance Institute of London, ad-
dressed members of the IIAA's Na-

tional B6ard of State Directors at the

association's 93rd annual convention

in Los Angeles last month.
In an interview with Business In-

surance, Mr. Kellett elaborated on

Lloyd's relationship with indepen-
dent U.S. agents and pointed out that
Lloyd's enhanced computer technol-
ogy and its recent streamlining of op-
erations will enable it to work more

directly with the independent agent
in the near future.

THE DVUA
DIFFERENCE

 Take a good, close look
at DELAWARE VALLEY

UNDERWRITING
AGENCY. It's easy
to see that DVUA

has the markets
and the expertise

to help you
save time

and money.

When it comes to

 PRODUCT LIABILITYand

 UMBRELLACOVERAGE,
11 look to DVUA.
B Call now for

all the eye-opening
details.

The Best Of Both Worlds.

DVUA does it all.

For more than four decades,
we've been committed to

excellence for both

BINDING AUTHORITIES
and BROKERAGE services.

Managing General Agents
Surplus Lines Brokers

Corporate Headquarters

420 South York Road

Hatboro, PA 19040

(215) 443-3500

NEW YORK

(212) 227-8606

WESTERN PENNA.

(412) 369-2500

ILLINOIS

(312) 930-9060

NEW JERSEY

(201) 377-7779

WEST VIRGINIA OREGON

(304) 342-4835 (503) 643-4811

OHIO

(216) 449-0351 (513) 762-7822

"Lloyd's recognizes that it's im-
portant to get closer to the policy-
holder if we're going to discover what
people are looking for," he said.

And, Lloyd's can keep a finger on
the pulse of America's insurance
needs by cultivating a closer working
relationship with independent
agents, Mr. Kellett said.

The key to such close cooperation
lies in both streamlining Lloyd's dis-
tribution process and coordinating
existing technologies between
Lloyd's and U.S. agencies to speed
the processing of insurance, he said.

Internal changes at Lloyd's were
also addressed by Lloyd's Chairman
Murray Lawrence at the National
Assn. of Insurance Brokers conven-

tion in May. Mr. Lawrence told bro-

kers that competitive pressures in the
industry will force a streamlining
process within the 301-year-old mar-
ketplace (BI, June 12)

Mr. Kellett reiterated that Lloyd's
is studying its
distribution

process and
how to achieve

a "more direct"

relationship be-
tween the front-

end producer
and the underwriter, such as direct
submission of documents through the
London Insurance Market Computer
Network (Bl, Aug. 28).

In his address to the IIAA board,
Mr. Kellett estimated that all Lloyd's
syndicates should be connected to the

LIMNET network by 1991, and said
that LIMNET's first major applica-
tion will be in the receipt of claims
information.

The existence of such technology
will eventually change the operations
at Lloyd's and the relationship be-
tween the market and agents ae-
cessing it, predicted Mr. Kellett.

When it is fully operational, LIM-
NET will enable claims to be pro-
cessed from centralized offices, Mr.
Kellett said.

Also, these central claims offices
will have authority, once the lead-
ing underwriter has agreed to set-
tle a claim, to act on behalf of the

other underwriters on the policy,
which will further speed up the
claims process, he added.

Besides its ability to reduce pa-
perwork and information duplica-
tion, the LIMNET system could also
lessen the importance of the Lloyd's
broker, who traditionally has acted
as an intermediary between the do-

mestic agent and Lloyd's un-
derwriters, Mr. Kellett said.

While the Lloyd's broker would

still serve to bring together the syn-
dicate and the independent agent,

chances are he would play a smaller
role after initial contact is made, Mr.

Kellett speculated.
This streamlining effort will de-

termine which "people involved in
that chain make a contribution and

add some value to the transaction,"

so that middlemen do not "act just
as a post office," he said. I

Europe offers opportunity: Broker
By LINDA J. COLLINS

CHICAGO-The relaxation of in-

surance trade barriers among Euro-
pean Community nations will create

new marketing opportunities for U.S.
insurers, intermediaries and consul-
tants, according to a European bro-
kerage executive.

But, U.S.-based insurance services
providers need to position themselves
now to respond adequately to those
opportunities, said Richard F. Crofts,
director of Sedgwick Group P.L.C.
and deputy chairman of Sedgwick

Europe Group Ltd.
Regardless of which vendors decide

to take advantage of the new oppor-
tunities in Europe, the relaxation of
insurance trade barriers will be a

boon to insurance buyers, he said.
Speaking before a group of risk

managers and corporate chief finan-
cial officers in Chicago in late Au-
gust, Mr. Crofts explained that the

insurance industry should be ready
for changes coming before 1992,
which is when most trade barriers

will drop among the EC nations.
Industrial companies with more

than 500 employees will be able to
purchase insurance and related ser-
vices from any of the European Eco-
nomic Community countries begin-
ning on July 1, 1990, withou: trade
restrictions, Mr. Crofts noted.

Thus, the time for U.S. brokers,
insurers and consultants to position
themselves to expand in the Euro-

pean Common Market is "here, and
for many, many European industrial
organizations, the next renewal date
will be a liberal date," he said.

In order to compete successfully
in the unified European market, a
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will need the right insurance and risk
management products, multiple of-
fices within Europe and a good grasp

of various languages, dialects and
customs, Mr. Crofts explained.

He said that European industries
are most in need of employee benefits
and risk management services.

"Throughout Europe, with the sole
exception of the United Kingdom, the

entire employee benefits industry has
been neglected, and the development
of sophisticated benefits for employ-
ees is a vast area that has to be ad-

dressed now by industry in Europe
and also by American industry work-
ing in Europe," he stressed.

Those insurers, brokers and/or

consultants that can provide inno-
vative and appropriate employee

benefits products to European indus-
tries will have a distinct marketing
advantage, according to Mr. Crofts.

And, European industrial concerns
are also much more interested in ac-

quiring good risk management con-
sulting services, Mr. Crofts said.

Overall, "there's no doubt that Eu-

ropean industry is very much going
toward fee-

f 41 based" insurance

services as op-
posed to tradi-
tional commis-

*»**, 4 '. 49 s ion -based
I #/' insurance prod-

i -  ucts, he said.1 And while

-t.v/ many European
 businesses have

Mr. Crofts traditionally
dealt directly

with European insurers, they have
shown a willingness to consider using
insurance brokers "if they see a visi-
ble added value," Mr. Crofts said.

He also predicted that the in-
creased competition among insurers,
brokers and consultants will benefit

European insurance buyers.

Mr. Crofts explained that Sedg-
wick has opened several offices in EC

member · nations to provide a local
presence. And, the cultural diversity
within a country sometimes demands
that a broker have offices in more

than one city, because different dia-
lects or even different languages may
divide regions of a country.

While Mr. Crofts believes that En-

glish "will be a common second lan-
guage throughout Europe in the fu-
ture, and certainly the common
second business language, what is
absolutely clear is with the getting
together of Europe as one unit-one
mega-region-there's a lot of compe-
tition there," he said.

Because of the intensity of this
competition, "for people within Eu-
rope or people within the U.S. want-
ing to do business in Europe, the
hard fact is that the person who can
speak the language properly is going
to have an ace of spades up his sleeve
if his competitor doesn't," he said.

In fact, Sedgwick will no longer
employ managers in Europe who are
not trilingual. "This is an absolutely
vital ingredient for us," he said. I



• The problem of expensive den-
tal claims being submitted as
'medical" claims is examined in a

paper, "Is it Medical or Den-
tal?," by Dr. Donald Mayes, a den-
tist who is vp for dental affairs at
U.S, Administrators Inc. The paper
reviews why employers may be
unknowingly paying for dental
services under medical plans. Free
copies are available from Dr.
Mayes, Vp-Dental Affairs, U.S.
Administrators Inc., 5016 N. Park-
way Calabasas, Calabasas, Calif.
91302; 818-593-7189.

• "From the Gym to the Jury,"
a publication designed to educate
insurance, sports and recreational
personnel on legal trends and
risk management in the sports
and recreation industry, is
available from The Center for

Sports Law & Risk Management
[nc. For a free copy, write Ronald
L. Baron, The Center for Sports
Law & Risk Management Inc., 8080
N. Central Expressway, Suite 400,
Dallas, Texas 75206.

• A sample of "Corporate Stress
Profile," a publication of Stres-
scare Systems Inc., identifies per-
sonal and on-the-job stress fac-
tors that are associated with

health risk symptoms and organi-
zational functions that are affected

by stress-related absenteeism, mo-
rale and productivity. For a free
copy, write Theodore Barash,
Stresscare Systems Inc., 272-30

Grand Central Parkway, Floral
Park, N.Y. 11005.

• An updated edition of "Insur-
ance for Contractors" includes

information for owners, architects,

engineers, general contractors,
construction managers, primary
and subcontractors, their attorneys
and insurance brokers on the

changes in liability policy forms
since 1981. Author Walter T. Derk,

who recently retired as executive
vp of James Group Service Inc., a
subsidiary of Fred S. James & Co.
Inc., also includes practical advice
about claims-made vs. occurrence

forms. Copies are available for
$11.50 postpaid through James of-
fices or by writing Insurance for
Contractors, P.O. Box 2165, Na-

perville, Ill. 60567-2165.

• "A Guide to Leveraged
ESOPs for Human Resource

Professionals" is available from

employee benefit consultant Kwa-

sha Lipton. The handbook is drawn
from a Kwasha Lipton seminar
earlier this year and outlines plan

design and administrative issues
managers need to consider when

discussing setting up employee
stock ownership plans. Free copies
are available by writing Barbara
Hubert, Kwasha Lipton, P.O. Box
1400, Fort Lee, N.J. 07024-1400.

• Analyses of property loss and
personal injuries at places of wor-
ship are included in Atlantic Mu-
tual Insurance Co.'s "Guarding
the House of God." Atlantic Mu-

tual statistics show that fires, in-
cluding arson, caused the most
property loss to U.S. churches,
synagogues and other religious in-
stitutions from 1983 to 1988. Free

copies are available by writing

Corporate Communications, At-
lantic Mutual Insurance Co., 430

Mountain Ave., Murray Hill, N.J.
07974.

• "Insurance Broker Service

in the 1990's: Client Expecta-
tions" examines service in the

areas of insurance, risk manage-
ment and technical advice in a re-

cent issue of Betterley Risk Man-
agement Commentary. It also

includes a broker selection process
methodology and a discussion of
fees vs. commissions. The report is

available for $25 from Betterley

Info

Risk Consultants Inc., Department
589,446 Main St., Worcester Plaza,
Worcester, Mass. 01608.

• A reprint available from
Stone & Webster Management
Consultants Inc. discusses the pos-
sible benefits of a risk manage-
ment audit, including methods
that can be used to locate a consul-

tant to perform the audit. For a
free copy, write Michael J. Natale,
Stone & Webster Management
Consultants Inc., 1 Penn Plaza, 250
W. 34th St., New York, N.Y. 10119.

• The American Institute for

Property and Liability Un-
derwriters and the Insurance Insti-

tute of America have released

"CPCU/IIA Catalog" and "Key

Information for Prospective
Students." The catalog is in-
tended for those who need a de-

tailed description of the institutes,
especially company education and
training directors. Free copies of
the catalog and information book-
let are available from The Insti-

tutes, Field Services Department,
720 Providence Road, Malvern, Pa.
19355-0770; 215-644-2100, exten-
sion 7518.

• "A Comprehensive Analysis
of Private Sector Rehabilitation

Services and Outcomes for

Workers' Compensation Claim-
ants" reviewed data on 892 work-

ers compensation claimants in 29
states who received vocational re-

habilitation. When cases that could

not be completed by the rehab pro-
vider were excluded, the study
found that 60% of the claimants

returned to work. Orders for pub-
lication TMF-I016-41, at $35 each,

are available from the Menninger
Return to Work Center, 700 Jack-
son, Ninth Floor, Topeka, Kan.
66603; 913-233-2051.

• A pamphlet discussing the use
of medical screening to place in-
jured workers in appropriate jobs
and comply with federal, state and
local laws and regulations is avail-
able from Darrell Heppner Risk
Management Services Inc. For a
free copy, write Darrell Heppner,
Darrell Heppner Risk Management
Services Inc., P.O. Box 958, San

Leandro, Calif. 94577-0105.

• The Actuarial, Benefits &

Compensation Consulting Services
of Coopers & Lybrand have pub-
lished "1989 Guide to ERISA Re-

porting and Disclosure Require-

ments." The guide is for plan
sponsors, administrators, trustees
and attorneys to help them comply
with the Employee Retirement In-
come Security Act of 1974. The
publication lists forms to be filed
and distributed annually, identi-

fies special reporting and disclo-
sure requirements for plan instal-
lation and termination and tips on

recent changes in reporting and
disclosure requirernents. Free sin-

gle copies are available from Coo-
pers & Lybrand, National ABC,
1800 M St., Washington, D.C.
20036; 212-536-1652.

• "AIDS: Two-AIDS in the

Workplace" is the latest soft-
bound volume in a series examin-

ing the dilemma employers face
when an employee contracts ac-
quired immune deficiency syn-
drome. The book discusses AIDS

testing, employer liability for un-
authorized disclosure of test re-

sults and the benefits issues in-

volved. The guide includes law
review articles, position papers, in-
dustry and government reports.
Copies are available for $35 each
from NILS Publishing Co., P.O.
Box 2507, Chatsworth, Calif.
91311; 800-423-5910.

• A monograph, "Reinsurance:
Fundamentals and New Chal-

lenges/' outlines the role of rein-
surance and how it affects primary
insurance. In addition, the publi-
cation provides an overview of re-
insurance marketing, the claims
and reserving practices of rein-
surers and a glossary. Essays by
expert:E examine the issues con-
fronting the reinsurance industry.

Copies are $15 for Insurance Infor-
mation Institute members and $25

for non-members through the III,
Publications Service Center, 110
William St., New York, N.Y. 10038;
800-221-4354.

• An article offered by Buck
Consultants Inc. discusses the In-

ternal Revenue Services' private
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letter ruling that allows 401<h)
contributions under fully
funded pension plans to finance
retiree health care benefits. For a

free copy of the article, write
Carolee P. Martin, Buck Consul-
tants Inc., 500 Plaza Drive, Se-
caucus, N.J. 07096-1533.

• A guide to help employee ben-
efit executives manage health care
costs for dependents is available
through Northwestern National
Life Insurance Co. "Dependent
Health Care: Seven Steps to Re-
duce Costs" discusses plan design
changes, case management, flexi-
ble benefits, wellness programs,
employee assistance programs and

other methods that can reduce em-

ployers' health care bills. Free
copies are available from NWNL
Group, Box 20, Route 6525, Minne-
apolis, Minn. 55440; 612-342-7137.

Have a new report, booklet or edu-
cational brochure you'd like to
send to buyers of insurance? Busi-
ness Insurance will describe ma-

terial costing less than $35 as an
editorial service in the Info col-

umn. Simply send us a copy Of the
item to be offered and a short de-
scription of it, along with the cost
and a mailing address. Address all
contributions to Info, Business In-
surance, 740 N. Rush St.. Chicago.
Ill. 60611-2590.

Providing Temporary
Claims Adjustors
Nationwide.

Workers' Comp, Medical
Property/Casualty, L&H

Offices Coast to Coast

(800) 552-5246

Claim Net ®

SEASONED SPECIALISTS
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ESOP lawsuit
Continued from page 3
Ronald Morgan, current chairman
and chief executive; and seven other
top Thomson McKinnon officers.

All of the individual defendants
also were trustees of the ESOP.

The complaint notes that 70% of
the firm's 4,100 employees-c,r about
2,870 employees-participated in the
plan, which held roughly 76% of
Thomson MeKinnon's total outstand-

ing shares.
At the end of 1987, ESOP assets

totaled $124.7 million.

The ESOP was funded solely
through employer contributions, said
Fred Taylor Isquith, a lawyer with
Wolf Haldenstein Adler Freeman &

Herz in New York, which represents
several of the plaintiffs.

The complaint charges that the
Thomson McKinnon officers con-

spired to convert the firm's assets
to their personal use through ex-
cessive salaries and bonuses, long-
term employment contracts and other
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This, in turn, affected the value of
Thomson MeKinnon stock and in-

jured ESOP participants, the com-
plaint says.

Among other things, the complaint
alleges that:

• Some of the individual defen-

dants used the proceeds of interest-
free loans from Thomson McKinnon

to make outside investments.

• Mr. Maloney caused the firm to
pay the school tuition and expenses
of his 13 children.

• Thomson McKinnon bought a
$1.3 million yacht that was suppos-
edly to be used for business enter-
tainment, but that actually was used
almost exclusively for personal en-
tertainment by Mr. Maloney and
other defendants.

• Thomson McKinnon maintained

"lavish apartments" in Puerto Rico
and Manhattan for the personal use
of the defendants.

In addition to "looting the assets
of Thomson McKinnon for their own

financial profit," the individual de-
fendants also breached their fiduci-

ary duties in managing the brokerage
firm and its ESOP, the complaint
charges.

For example, the suit alleges that
after the October 1987 stock mar-

ket crash, the defendants commit-
ted Thomson McKinnon to move its

Manhattan headquarters to a new 10-
cation at four times the rent it pre-
viously paid. The company also failed
to sublease its old office space and
continued to pay millions of dollars
in rent under the prior lease, the suit
says.

The lawsuit charges that the move
was not motivated by "prudent busi-
ness judgment," but instead by Mr.
Maloney's desire to benefit "close
personal friends" who were bro-
kering the lease on the new office
space.

Mr. Maloney could not be reached
for comment.

On June 13, Thomson McKinnon
and Prudential-Bache announced an

agreement under which Prudential-
Bache would buy the outstanding
stock of Thomson MeKinnon for $60
million.

In the process of a due diligence
review, however, Prudential-Bache
concluded that Thomson McKinnon

had overvalued its capital by $80
million to $95 million and backed
out of the original deal, the suit
says.

Prudential-Bache later agreed to
buy only the 158-branch stock bro-
kerage network of Thomson McKin-
non Securities Inc, Thomson McKin-
non's retail brokerage unit.

Shortly after the revised agreement
was announced, Mr. Morgan sent a
letter to Thomson MeKinnon ESOP

participants announcing that the
original deal had been canceled and
that under the new agreement, "the
ultimate value of your ESOP stock
may be substantially less than the net
book value as of Dec. 31, 1988. In-
deed, it is possible it will have no
value whatsoever."

The complaint charges that the
Thomson McKinnon officers con-

spired to understate the extent of
the firm's non-performing assets and
to overstate Thomson McKinnon's

earnings, assets and net worth.
As a result of the alleged false

portrayal of the firm's financial con-
dition, Thomson McKinnon employ-
ees were given a falsely inflated per-
eeption of the firm's profitability and
the value of their ESOP accounts, the
lawsuit charges.

The complaint charges all the de-
fendants, including Coopers & Ly-
brand, with violating provisions of
the Employee Retirement Income and
Security Act.

The suit also charges all the defen-
dants except Coopers & Lybrand
with breach of fiduciary duties, neg-
ligent misrepresentation and viola-
tions of the federal Exchange Act and
Securities and Exchange Commission
rules.

Coopers & Lybrand is accused of
failing to follow proper audit proce-
dures in its reviews of Thomson

McKinnon and the ESOP. ' I



California comp
Continued from page 3

In addition, all employers, includ-
ing those that self-insure their work
comp risks, face minuscule assess-
ments by the state to pay for system
costs that exceed the state's general
appropriation, he added.

The increases employers face are
"quite modest," said Alister McA-
lister, special counsel for social in-
surance and labor law for the Cali-

fornia Chamber of Commerce.

"It's a very important piece of leg-
islation," said Wayne Wilson, vp for
the American Insurance Assn.'s

Western region.
"I think it is an enormous reform,

in comparison to what we have seen
in the past," said Joseph Markey, ex-
ecutive director of the Californians

for Compensation Reform, the tri-
partisan coalition that supported the
legislation, sponsored primarily by
Assemblyman Burt Margolin, D-Los
Angeles.

The coalition included 93 employer
trade associations, more than 2,000
individual employers, insurers and
labor groups, Mr. Markey said.

While the coalition has urged even
greater reforms since it was formed
in 1984-85, strong opposition from
claimants' attorneys and others de-
feated those efforts.

Mr. Tebb explained that reforms
were hard to pass because of the
"Byzantine" nature of California
work comp politics, in which any
change disrupts the environment in
which several distinct interest groups
operate: employers, unions repre-
senting public and private sector em-
ployees, attorneys representing
claimants, physicians who specialize
m testifying in cases and rehabilita-
tion providers.

Reform efforts were stalemated be-

cause "no one group was powerful
enough to pass anything, and each
was powerful enough to stop any-
thing," Mr. Tebb explained.

Meanwhile, although written pre-
miums for work comp insurance in
California almost doubled to $7.4
billion in 1988 from $3.9 billion in

1984, benefit levels remained low.
Maximum weekly temporary total
and permanent total disability bene-
fits levels were last increased in 1982

to $224 per week, which placed Cali-
fornia 47th in the nation, accord-

ing to a state legislative analysis.
Under the new law, California will

rank 30th in terms of work comp
benefit levels.

"This year we were able to work
out an acceptable economic balance
between benefit changes and system
reform," Mr. Markey said. "Every-
body gave a little and got a little."

However, employers that self-in-
sure workers compensation risks did
not actively support the final version
of the legislation because they had
hoped that benefit increases pri-
marily would be funneled to tem-
porary total disability claimants
rather than to the broader group of
claimants, said Mr. Markey, who also
is the legislative advocate for the Cal-
ifornia Self-Insurers Assn.

Insurers, though, endorsed the new
law as a step forward.

"This is the first substantive im-

provement in California work comp
law since 1971," said CWCI's Mr.
Tebb.

"The new reform package is a good
beginning for improving the system,"
said Edward Levy, senior vp and
director of legislative affairs for the
Assn. of California Insurance Com-

panies, in a written statement.
It's "distinctly possible" that lit-

igation will be reduced once the sys-
tem is modified, said Ron Feenberg,
president elect of the California Ap-
plicants' Attorneys Assn., which rep-
resents about 450 claimants' attor-

neys, plus other related professionals.
However, his organization was dis-
appointed that workers' benefits
were not increased more, he said.

The reforms should have a "posi-
tive" impact on the vocational re-
habilitation process because it em-
phasizes early intervention, codifies
utilization guidelines and takes a step

toward integrating indemnity and
vocational rehab benefits so employ-
ees have an incentive to obtain reha-

bilitation services promptly, said Ro-
bert Hall, legislative chairman of the
California Chapter of the National
Assn. of Rehabilitation Professionals

in the Private Sector.

Richard Holobar, assistant polit-
ical director for the California Labor

Federation-AFL/CIO, called the leg-
islation a "major breakthrough."

"It provides a 50% increase by the
second year in maximum benefits for
workers who went seven years with-
out any increase," he said.

Although most employers and in-
surers would like to see more struc-

tural changes in the California work
comp system, none are anticipated
for the next few years, apart from
technical corrections to the bills that

will be introduced when the Legisla-
ture returns in January.

Specifically, the legislation:
• Increases maximum benefit

levels for temporary total and per-
manent total disabilities to $266 per

week as of Jan. 1, 1990 and $336 per
week as of Jan. 1, 1991, from the cur-
rent $224 per week.

Permanent partial benefits for
some claimants also will increase

through increasing some maximums
and expanding the number of weeks
a worker can receive benefits.

In addition, death and fuieral ex-
pense benefits will grow.

• Limiting stress claims by requir-
ing that an employee demonstrate
that actual events of emloyment
were responsible for at least 10% of
the cause of the injury.

Existing law does not place limits
on the compensability of daims re-

sulting from psychiatric injuries,
which employers and insurers say
have increased significantly.

In addition, the new law elimi-

nates the use of "ghostwriting" prac-
tices by requiring evaluators of psy-
chiatric injuries to personally take
the patient's history and to identify
others taking part in the evaluation.

• Enhancing early vocatonal re-
habilitation by requiring that a qual-
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ified ret abilitation representative
meet with the injured worker after at
least 90 iays of aggregate disability
to expla:n the worker's rights and
obligati ins. The law also requires a
worker lialified for rehabilitation to
accept o: decline the rehabilitation
services within 90 days of determi-
nation cf eligibility.

• ReELcing insurer expense com-
ponents progressively for the next
three years from 35% of the premium
dollar to 34% on Jan. 1, 199), to 33%
on Jan. 1 1991, and to 32.8% on Jan.

1, 1992. Following that, the insurance
commis:i)ner will resume determ-na-

tion of tne expense component.
• Reduces potential litigation

through : variety of measures.
For example, an injured worker

will now have to file an employer-
provided claim form before the
worker van hire an attorney to han-
dle his r her claim, which was not

required previously.
Employers hope prompt claims

handling and payment of benefits to
bona fide claimants will reduce a

claimant's need or desire to seek legal
counsel.

In addition, employers will face
new penalties for late payments.

• Reduces medical-legal expenses
through creation of an Industrial
Medical Council that will appoint
physicians as qualified medical ex-
aminers to evaluate worker injuries
in disputed cases.

A claimant disputing a claim who
is not represented by legal counsel
will choose a QME from a randomly
selected panel of three QMEs. If the
worker wants to·rebut that QME's

findings, he may select one QME per
appropriate specialty as deemed rea-
sonably necessary.

In disputed cases in which a claim-

ant is represented by an attorney and
the parties cannot agree on a medical
evaluator, each party may select one
QME per specialty.

Existing law does not require the
employee to use any particular phys-
ician to perform the evaluation, nor

does it contain any specific limit on
the number of evaluations. I
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Pension vote
Continued *om page 2
ployer-provided pension programs.

"The big question I have is why
is this in the budget reconciliation
bill? . .We have not had significant
consideration" of the Visclosky pro-
posal, complained Rep. Doug Bar-
nard, D-Ga.

The Visclosky amendment was
proposed "without hearings, without
cause. .without good sense. . .'.It
does not belong here," said Rep.
Frenzel.

The defeat of the Visclosky amend-
ment is the second major employee
benefit victory in th 2 House for en-
ployers in a day. The vote on the pen-
sion proposals v.las taken just one
hour after the Hcuse voted to repeal
the Section 89 non-discrimination

rules for welfare bEnefit plans (see
story, page 1).

Employers had mounted a furious
lobbying effort to defeat the Vis-
closky amendment after the House
Education and Labor Committee in

" /57 -

July sneaked the prcposal into the
budget reconciliation bill (BI, July
24).

Clearly, that lobbying effort paid
off, benefit experts said.

"This really got· the attention o.'
top management. It became a pri-
ority item for many corporaticns that
this amendment had to be defeated,"
said Frank McArdle, a consultant in
the Washington, D.C., office of
Hewitt Associates.

"Employers sent thousands of tele-
grams to members of Congress. This
shows that if employers make their
views known, they can ir.fluence con-
gressional decision-making and have
an impact on the outcome." said
Mark Ugore.z, executive director o.'
the ERISA Industry Committee in
Washington, D.C.

And, benefit lobbyists were exu-
berant over:he performance of Rep.
Roukema, who shows signs of inher-
iting the long-vacant congressional
leadership positi6n on employee ben-
efit issues.

"Rep. Roukema did a masterful job

in educating her colleagues about the
dangers of the Visclosky amend-
ment." said James Klein, deputy ex-
ecutiv€ director of the Assn. of Pri-

vate' Pension & Welfare Plans in

Washing:or, D.C.
However, amid their exuberance at

defeating the Visclosky amendment,
emgliyers face the sobering reality
th: t the budget reconciliation bill
still includes several other pension
Trovisions :hat companies also find
highly objectionable.

Those provisions, which are likely
to mmain m the budget reconcilia-
ton bill, H R. 3299, when the House
votes on the entire measure this

week, include:
* Barring employers from recov-

ering excess assets after they ter-
minate overfunded pension plans.

* Charging employers unprece-
den:ed fees-ranging up to $500 per
form-for filing federally required
pension and welfare benefit plan
firms.

This proposal, if enacted, would
cost employers hundreds cf millions

1*.

of dollars each year (BI, Aug. 7)
• Slapping employers terminating

fully or overfunded pension plans
with a $200 per-participant fee.

In fact, Rep. Roukema referred to
the Visclosky amendment as the
leader of the "gang of three" pen-
sion provisions she sought to have
deleted from the budget reconcilia-
tion bill. She failed in earlier nego-
tiations with congressional leaders to
g.t separate House votes on provi-
sions to bar employers from recap-
turing surplus assets when they ter-
minate overfunded pension plans and
the pension filing fee proposal.

"It is one down and several more

to go," said Edward J. Davey, a prin-
cpal with A. Foster Higgins & Co.
Inc. in New York.

"While we are thrilled with the

defeat of the Visclosky arnendnnent,
highly objectionable pension provi-
sjons still remain in the budget ree-
onciliation till," said Ed Gilroy, as-
sociate director of employee benefits
and compensation at the National
Assn. of Manufacturers in Washing-
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And, while the House delivered a
negative verdict on the Visclosky
amendment, it remains to be seen iE
moves will be made in the Senate

to resurrect the proposal.
While the Visclosky amendment

was defeated by a nearly 80-vote
margin, its defeat came only after a
passionate debate on the House floor.

Rep. Roukema described the Vis-
closky amendment, which called for
the boards controlling pension plan
assets to include equal numbers of
employee and employer representa-
tives, as "unworkable, untenable and
unbelievable."

The amendment only reached the
House floor through a circumvention
of the normal legislative process, she
said.

"To say that this amendment is
misguided is an understatement. Nc
wonder it was rammed into reconcili-

ation without notice or even a single
hour of hearings," Rep. Roukerna
said.

"These (pension) plans are volun-
tary plans. No one is required tc
set them up. If you think it through
there never will be any more of then:
set up" if the Visclosky amendment is
passed, said Rep. Sam Gibbons, D-
Fla.

Some House members likened the

Visclosky amendment to Section 85
in terms of the political fallout that
would result if it were passed.

-In short, if you liked Sectior
89. .you'll love the fallout from Vis-
closky," Rep. Roukema said.

Supporters of the Visclosk>
amendment were equally passionate
in their defense of the proposal.

While workers will guard their in-
vestments carefully, "others just dc
not want to see blue collars or cover-
alls in the board rooms. . .to that eli-

tist and reactionary position, I car
only say step aside," said Rep. Ri-
chard Durbin, D-Ill.

"Don't tell American workers thai

they are too stupid or too short-
sighted or too naive to share in the
decision making about their own eco-
nomic futures," said Rep. George
Miller, D-Calif.

Rep. Visclosky said the issue is onE
of fairness for workers who have de-

ferred their compensation I
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Manic depression
Continued from page 3
in its thinking about manie de-
pression,"

The National Depressive &
Manie Depressive Assn. in Chi-
cago, a national non-profit organi-
zation that represents those suf-
fering from the illness, joined the
Lawsuit.

"Because (manie depression) is
caused by chemical imbalances in

the brain, it is no different than
hypertension or liver disease," said
Susan Meenan, acting executive
director of the NDMDA.

There are millions of dollars at

stake in the lawsuit, according to
Mr. Gettleman.

The lawsuit estimates that there

are at least 500 people in Illinois
who are members of the unidenti-

fied class. In addition, 1% to 2% of

the population suffers from manie
depression, according to the law-
suit.

Furthermore, treatment for

manie depression can be "very ex-
pensive," Mr. Gettleman said.

The lawsuit was filed on behalf

of two unnamed plaintiffs who suf-
fer from manie depression as ex-
amples of claimants in the class.
The names of the plaintiffs are
being kept confidential due to the
sensitive nature of their illness.

Under the Travelers policy at
issue in the lawsuit, the insurer
pays for only 50% of the cost of co-
vered mental health care claims,

including claims related to manie
depression, Mr. Gettleman ex-
plained. The insurer also caps life-
time mental health care benefits

at $50,000.

However, under the policy, Tra-
velers pays 80% to 90% of health
care ·claims for physical ailments,
Mr. Gettleman said. In addition,

Travelers does not place a lifetime
cap on the amount of coverage for
physical ailments, he said.

The Guardian policy at issue in
the lawsuit provides $1,000 in an-
nual coverage for outpatient men-
tal health care or the cost of 60

days of inpatient care annually,

according to Mr. Gettleman. How-
ever, the Guardian policy provides

"unlimited" coverage for physical
ailments, he said.

The lawsuit contends that there

is widespread support in the medi-

cal community that manie de-
pression is a physical illness.

"Clear modern medical opinion
regards bipolar affective disorder

(manie depressive disease) as a
physical or biological illness." By
denying claims or offering less cov-
erage for claims for manie de-

pression than for physical care
coverage, Travelers and Guardian
are guilty of breach of contract, the
lawsuit alleges.

In addition, because the insurers

"intentionally concealed that they
followed a practice of limiting or

refusing to pay claims for the costs
of covered medical and hospital
care and other treatment for bipo-
lar affective disorder or manie de-

pressive disease," they are guilty of
violating the Illinois Consumer
Fraud and Deceptive Business

Practices Act, the lawsuit alleges.
Attorney William G. Clark of

Chicago, who filed the lawsuit,
noted that insurers did not specifi-
cally state that manie depression
is classified as a mental illness.

"The insurance contracts should

have clearly stated this," he said.
"The insurance industry unila-

terally decided to classify manie
depression as a mental illness" but
failed to state this in its policies.

But Travelers argues that there
is no consensus in the medical

community about whether manie
depression is a psychological or a
physical disorder.

"There is considerable debate in

the medical community over the
classification of manie depressive
disorders," a Travelers spokesman
said.

He explained that the American
Psychiatric Assn. recognizes manie

, depression as a mental illness.
"Travelers uses that definition as

its basis for paying claims submit-
ted for manie depression," the
spokesman explained.

However, a spokesman from the
American Psychiatric Assn. says
the group has not taken a position
on the classification of manie de-

pression.
Officials at Guardian Life Insur-

ance Co. of America could not be

reached for comment.

Mr. Gettleman pointed out that
plaintiffs won a lawsuit very sim-
ilar to the Illinois action in an Ar-

kansas state appellate court in
1987.

These lawsuits "help individual
policyholders, many of whom are
badly disabled, defend their
rights," he said.

John Doe vs. Guardian Life Insur-
ance Co. of American and The Tra-
velers Insurance Co. of IUinois,
Circuit Court of Cook County; No.
8900 00295.
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Illinois now allows captives
to reinsure work comp risks

- Around the statesSPRINGFIELD, Ill. Captive in-
surance companies in Illinois can
reinsure workers compensation
risks under amendments to Illinois'

captive law recently signed by
Gov. James Thompson.

The law, which went into effect
last month, also allows full financ-

ing of captives' required capital
and surplus through subordinated
debt.

The amendments will make it ea-

sier to form captives before the
property/casualty insurance mar-
ket hardens, said Tomas M. Rus-
sell, an attorney with the Chicago
law firm of Hopkins & Sutter and

author of the captive law and its
amendments.

Mr. Russell predicted that allow-
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ing captives to reinsure workers
comp risks will encourage some
offshore captives that reinsure
their parent companies' workers
compensation risks to redomicile
in Illinois.

Mr. Russell said this amendment

-which he considers the most sig-
nificant of those signed into law-
had been considered since Illinois'

captive law took effect in 1987.
Another amendment allows

those forming an Illinois captive-

with the permission of the state In-
surance Department-to borrow at
the prime interest rate plus 3% the
$2 million of capital and surplus
required to begin operations in the
state.

In addition, Illinois captives now
can use letters of credit issued by
the U.S. branches of foreign banks
to meet capital and surplus re-
quirements.

Mr. Russell said these amend-

ments are significant because they
eliminate the need to raise the $2

million in capital and surplus be-
fore policies can be issued.

Another amendment liberalizes

conditions pertaining to when
directors of a captive can make de-
cisions without holding formal
meetings.

"These helpful amendments
demonstrate the commitment of

our governor, the Legislature and
the Insurance Department to make
Illinois the national domicile of

choice for the formation and oper-
ation of group and pure captive in-
surance companies," Mr. Russell
said.

-By Mark A. Hofmann

Vermont health care

MONTPELIER, Vt.-The Ver-
mont General Assembly adopted
only part of a proposed four-year
plan to create a health insurance
program to cover the state's 31,000
uninsureds.

The plan adopted by the General
Assembly and signed into law this
summer provides health care cov-
erage for one year to uninsured
pregnant women whose income is
up to 200% above the poverty line.

This program also provides health
care coverage for one year to unin-
suped children under age 6 whose
parents' income is up to 225%

above the poverty line. The budget
for the one-year program, which
became effective June 14, is esti-
mated at $1.4 million.

Under the entire proposal, pre-
pared by a state-appointed panel,
the state would phase in health

care coverage over a four-year pe-
riod for all uninsured residents of

Vermont.

Legislators were hesitant to take
on a commitment the state might
not be able to afford, said Paul
Wallace-Brodeur, executive direc-

tor of the state's Health Policy
Council and chairman of the panel
that drafted the proposal.

Vermont is in an economic

slump, and Gov. Madeleine M.
Kunin has requested and received
a 2% budget cut from most state
programs, Mr. Wallace-Brodeur
said.

The proposal was requested in
the fall of 1987 by the General As-
sembly to examine the lack of ac-
cess to adequate health care in the
state.

The panel's findings and recom-
mendations were delivered to leg-
islators in January 1989.

Under the panel's original pro-
posal, the state in the first year of
the plan would establish a cost-
sharing program for employers

three-year subsidy starting at 309

year.

administrative procedures.

ommendations in Januaty 1990.

Flex rating changes

system.

adopted an amendment Sept. 13

systern.

approval.

plans.

ums too high during hard markets.
The amendment calls for:

limited to plus or minus 15%, down
from the plus or minus 25% pre-
viously allowed.

rates based on established observ-

usually safety measures such as
fire extinguishers, sprinklers or an
employee sweeping all floors at the
end of a work shift.

• A maximum allowable credit

in expense reduction plans of plus
or minus 15%. An expense reduc-
tion plan allows a rate to be re-
duced due to a decrease in ex-

penses associated with the insured
risk.

• Adjustments made under all
rating plans combined-schedule,
IRPM and expense reduction-to
be capped at plus or minus 25%.
There was no previous limitation
on the combined effect of these

rate plans.

This cap can be exceeded only
under experience rating plans,

policyholder's actual loss history.
• Audits to determine final pre-

initial premium was based on an
estimate of the policyholder's ex-
posure base must be conducted
within 180 days of the policy's ex-
piration date.

-By Michael Schachner
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An employee-funded accidental
death and dismemberment group
insurance plan is now available
from UNUM Life Insurance Co. of

America.

The Lifestyle Protection AD&D
plan targets small to mid-sized
companies-those with 50 to 5,000
employees-but will cover groups
with as few as 10 participants, said
Bill Krum, director of group prod-
uct development at Portland,
Maine-based UNUM.

The AD&D coverage is available
to employees as well as their
spouses and dependent children.
Coverage for family members can
be purchase even if the employe6
does not elect coverage under the
plan, Mr. Krum said.

Under the Lifestyle Protection
AD&D, which can be purchased
alone or with Lifestyle Protection
rerm Life Insurance, employees
can select coverage levels of up to
10 times their annual salaries-or a

maximum of $300,000-in $10,000
increments. A spouse may pur-
chase coverage up to $150,000 in
$5,000 increments, while depen-
dent children are eligible for up to
$20,000 in coverage in $2,000 in-
crements.

Employees who opt for both the
AD&D and term life insurance be-

come eligible for up to $600,000
worth of AD&D coverage. Simi-
larly, spouses can select coverage
Levels up to $300,000 and depen-
dent children up to $40,000 if they
purchase both policies.

Coverage levels under the term
life are up to five times (four times
in Texas) the employees' salary to a
maximum of $300,000. Spouses can
purchase up to 50% of the em-
ployee's coverage in $5,000 incre-
ments, whileamaximumof
$10,000 ($4,000 in New York) in
coverage for children can be pur-
chased in $2,000 increments.

Lifestyle Protection AD&D fea-
tures:

• A no-charge built-in education
benefit that pays up to $20,000
when a covered employee with a
child attending college or soon to
enroll dies from an accident. The

employee, spouse and dependent
child must be covered under the

AD&D plan to benefit from this
feature.

• An optional permanent dis-
ability benefit-available to em-
ployees only-that pays a benefit
equal to the full benefit amount
(less any benefits already paid for
an injury from the same accident)
if a policyholder becomes perman-
ently disabled after one year of
continuous total disability.

• A survivor benefit option that
allows surviving family members
of a deceased employee to continue
coverage for up to five years.

Premiums for the Lifestyle Pro-
tection plan are based on the type
of risks to which employees are ex-
posed. The term life plan, which
covers death or disability from any
cause, is rated according to age,
sex, industry and smokers vs. non-
smokers.

For more information contact

Bill Krum, UNUM Life Insurance

Co. of America, 2211 Congress St.,
Portland, Maine 04122; 207-770-
6361.

Defense cost cover

A new insurance program that
indemnifies employers for legal
defense costs resulting from inad-
vertent employment of unauth-
orized aliens is now available from

Complete Equity Markets Inc. of
Wheeling, Ill.

The employers immigration de-
fense policy is "designed to protect
the assets of business owners that

may otherwise be at risk," said
Norman D. Gothier, CEM's pro-
gram director.

"Employers may ask for all the

Product & services

right papers and follow the right
procedures such as conducting a
neighborhood check," but there
are many ways to erroneously
breach the Immigration Control
and Reform Act of 1986, explained
Mr. Gothier.

The policy, which has limits of
up to $1 million, will cover the
legal defense costs for violations,
which are subject to "fines of up to
$2,000 for first offenders and up to
$10,000 and/or six months impris-
onment for recurring offenses,"
said Mr. Gothier.

The policy carries a $250 per
claim deductible; premiums start
at $500.

Excluded from the employers
immigration defense coverage are
any acts occurring prior to the ef-
fective date of policy, any act
deemed uninsurable by state laws
and knowingly hiring an unauth-
orized alien.

The coverage is underwritten on
the Illinois Insurance Exchange by
Comprehensive Ensurers Market
Syndicate.

For more information on the pol-
icy, contact Norman D. Gothier,
Program Director, Complete Eq-
uity Markets Inc., 1098 South Mil-
waukee Ave., Suite 200, Wheeling,
Ill. 60090-6398; 312-541-0900.

Hospital audits
Garner Consulting has intro-

duced an employee benefit com-
munications package designed to
encourage employee audits of hos-
pital bills.

The Pasadena, Calif.-based ben-

efit consultant developed the pro-
gram in response to a survey that
found fewer than half of the em-

ployers that encourage employees
to check hospital bills actually had
an education program in place.

The survey, conducted by Gar-
ner, included responses from 70
employers, each with an average of
9,850 employees.

Garner's communication pro-
gram, dubbed "Double-Check,"
teaches employees how to keep
track of hospital services, report
incorrect charges and request a
corrected bill, according to John C.
Garner, the consultant's president.

The standard package includes:

• A sample announcement let-
ter.

• Employee brochures.
• Logs for tracking hospital ser-

vices and reviewing bills.
• A sample newsletter article.
• A poster.
• Claim forms.

• A series of three payroll
stuffers.

• A sample press release.

The program focuses on "small
bills," or those less than $10,000,

Mr. Garner said, explaining that
these are not cost-effective for

professional auditing services to
pursue.

While employers have the option

of choosing what percentage of
savings they will share with em-

ployees, the Double-Check pro-
gram suggests a 50-50 split up to a
maximum of $1,000.

The cost of the package, which
contains sufficient material for 100

employees, is $995 plus applica-
ble sales tax and shipping charges.

For an additional charge, em-
ployers can customize this basic

package to include "additional
copies of the program materials,
special training, and other consult-
ing services," said Mr. Garner.

For more information contact

John C. Garner, President, Garner

Consulting Inc., 510 S. Marengo
Ave., Pasadena, Calif. 91101; 818-
440-0969.

Small exporter cover
An exporter insurance program

offering small to medium-sized
companies customized coverage is
now available from American In-

ternational Underwriters, a unit of

American International Group Inc.
Currency fluctuations have

"prompted more Main Street com-
panies to enter the booming export
market," said Sharon Schwam-

berger, AIU's director of interna-
tional packages, pointing to the
program's timeliness.

WISE, for Worldwide Insurance

Services for Exporters, offers com-
panies with up to $25 million in
annual export sales "the same in-
surance protection as (that under-
written for) large multinational
companies," she said.

WISE eliminates "most coverage
gaps" in domestic policies, she ex-
plained, by offering foreign com-
mercial general/automobile liabil-
ity coverage; foreign voluntary
workers compensation coverage;
foreign commercial property cov-
erage; ocean marine cargo cover-
age; foreign corporate kidnap and
ransom coverage; political risk
coverages; accident and health
coverage; and comprehensive di-
shonesty, disappearance and de-

struction coverages.
For example, "small companies

often assume that the worldwide

occurrence clauses in their domes-

tic policies fully protect them," Ms.
Schwamberger said.

However, this is not always the
case. "Many times these clauses

only cover suits brought in U.S.
courts and provide no protection
for losses incurred in foreign
courts," she said.

Meanwhile, the policy's broad

array of coverages, allowing ex-
porters to customize coverage ac-
cording to their particular needs,
offers policyholders ample protee-
tion. Policyholders must, however,

purchase at least two coverages,
one of which must be property, ca-

sualty or marine.
Policyholders also have a choice

of limits. The general liability cov-
erage, for instance, offers options

of $500,000 and $1 million, with
higher limits available on request.

Minimum premium for any cov-
erage combination is $1,000.

While the property coverage car-
ries a $1,000 "standard deduct-

ible," changes can be made to ac-
commodate the needs of insureds,
said Marketing Manager Steve
Porcelli. Exclusions are "mini-

mal," he said.
For more information contact

Steve Porcelli, Marketing Man-
ager, American International
Group Inc., 70 Pine St., New York,
N.Y. 10270; 212-770-6440.

Earthquake cover
Investors Insurance Group has

introduced a new earthquake in-
surance program in California.

Through its Chesapeake Ca-
sualty Co. subsidiary, the surplus
lines carrier is offering the pro-
gram for frame structures only in
certain ZIP code areas.

The policy can also be tailored to
cover apartment buildings up to
three stories, single commercial
buildings and L-shaped shopping
centers, said Jim Wright, IIG vp.

Policies are limited up to $2.5
million per risk, while premiums
start at $1,500.

Exclusions are "built in," ex-
plained Mr. Wright, since the pol-
icy is written on a difference in
conditions form.

For more information, contact
Jim Wright, Vp, Investors Insur-
ance Group, Metro Park South,
CN007, Laurence Harbor, N.J.
08878,201-566-1800. I
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Fenchurch management to buy broker
Bv STACY SHAPIRO

and CAROLYN ALDRED 
LONDON-The management of

London-based brokerage Fen-
church Insurance Group Ltd. is
buying the company from parent
GPG P.L.C. for:0.5 million to 33.2

million pounds ($49.3 million to
$53.7 million).

The proposed sale, along with
the sale of two other non-insurance

companies by GPG, was approved
by more than 71% of the proxies
held by GPG's shareholders at an
extraordinary general meeting
held last week.

However, a small group of share-
holders at the meeting remained
opposed to the sale, claiming the
price was too low, among other
things, a source at the meeting
confirmed.

Under the Fenchurch manage-
ment's buyout proposal, Teamring
Ltd.-a company formed by cer-
tain members cf Fenchurch man-

agement incliding Managing
Director Roger Earl-will acquire
the brokerage for an initial consid-
eration of 30.5 million pounds.

Of that amount, 30 million

pounds ($48.5 million) will be pay-
able in cash an i the other 500,000

pounds ($808,COO) will be in the
form of an interest-free unsecured

loan not payable before Oct. 1,
1993.

In addition, another 2.7 million

pounds may become payable to
GPG on or after Oct. 1, 1993, "de-
pendent on the outcome of certain
litigation which arose prior to the
buyout proposal," stated GPG, al-
though company officials would
not elaborate on details of this liti-

gation.
Fenchurch's management also

will be obliged to make payments
to GPG "representing a proportion
of gains made on certain sales,
issues or transfers of shares in

Teamring or Fenchurch for a pe-
riod of 18 months from comple-
tion," GPG added.

Fenchurch, one of the largest
brokerages in London, reported
profits of 5.2 million pounds ($9.4
million at applicable exchange
rates) for the year ending Sept. 30,
1988.

Revenues totaled 23.1 million

pounds ($37.3 million).
Meanwhile, GPG also is selling

New York-based investment man-

ager Forstmann-Leff Associates,
Inc. and real estate investment

group GM Capital Corp. to their
individual managements. However,
GPG will retain MCG, a life insur-

ance brokerage and executive em-
ployee benefit consultant based in

t(AAMGA
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Portland, Ore.
In addition, Fenchurch has

launched a new directors and offi-

cers liability insurance line slip in
the London market that offers $20
million of coverage limits, accord-

ing to Simon Cassey, managing
director of Fenchurch's casualty
division.

The coverage is available to
directors and officers worldwide

and can be used on a primary or
excess basis, he said.

The new D&0 line slip is led by
Lloyd's non-marine underwriter
John Wetherall and supported by
Lloyd's non-marine underwriter
Richard Lawrence.

Lloyd's elections
Five working members are com-

peting for three vacancies on the
Council of Lloyd's of London.

The candidates for the seats that

will be open Dec. 31 are:
• Michael Cockell, senior part-

ner for underwriting agency M.H.
Cockell & Partners.

• Henry Dobinson, director of
underwriting agency Wren Under-
writing Agencies Ltd.

• Michael Jenner, chairman of

Lloyd's broker Jenner Fenton
Slade Ltd.

• Bryan Kellett, chairman of un-
derwriting agency Kellett (Hold-
ings) Ltd. and past chairman of
Lloyd's Non-Marine Underwriters
Assn.

• Robert Keville, chairman of

Lloyd's broker Willis Faber &
Dumas Ltd. and chairman of

Lloyd's Insurance Brokers Com-
mittee.

The three council members who

will retire at year-end are former
Lloyd's Chairman Peter Miller,
Dick Hazell and Gordon Hutton.

Meanwhile, six non-working
members of Lloyd's are vying for
two spots on the Lloyd's Council.
They are:

• U. S. broker Phillip C. Gal-
lagher, president of Gallagher-
Cole Associates in Miami.

• Stewart Cohen, chairman and
chief executive of Mercantile As-

surance Services Ltd. in London

who formerly worked for Skandia
International Insurance Group.

• Norman Dunlop, retired chief
financial officer of British Airways
PLC. and chairman of Floyd En-
ergy P.L.C.

• Lady Rona Delves Broughton,
director of Lawford Investment Co.
in London.

• Nicholas Pawson, a computer
and financial consultant.

• Valerie Robinson, committee
member of the Assn. of Lloyd's

Members.

Ballots are being sent to Lloyd's
members on Oct. 13. The results of

the election will be announced

Nov. 15.

BPR offer

An offer of more than 14 million

pounds ($22.6 million) in restitu-
tion to Lloyd's of London members
on syndicates formerly managed by
Bellew Parry & Raven (Holdings)
Ltd. has been declared uncondi-

tional, the administrator of the

syndicates announced.
Late last month, Oxford Mem-

bers' Agency Ltd. declared the res-
titution offer by four former
Lloyd's market executives and
BPR unconditional after more than

90% of the 1,500 members agreed
to the restitution.

However, the offer remains open
for the rest of the members who

have not yet accepted, said an Ox-
ford spokesman.

The BPR agency, now part of
Oxford, which in turn is owned by
Sturge Holdings P.L.C., informed
syndicate members about the pro-
posed settlement last December
after four BPR executives were

disciplined by Lloyd's (BI, Dec. 12,
1988; Oct. 5, 1987).

The formal offer was sent to

members on July 6 (BI, July 3,
1989).

John Parry, Arthur Henry Grat-
tan-Bellew, Frederick Charles
Raven and Edward Nelson were

found guilty by a Lloyd's disci-
plinary panel on charges relating
to placing the reinsurance of BPR
syndicates with offshore com-
panies the BPR executives owned
or controlled.

Mr. Parry and Mr. Raven were
expelled by Lloyd's, while Mr.
Grattan-Bellew and Mr. Nelson re-

ceived suspensions.
All four men also were fined by

Lloyd's.

Fraser purchase
Dewey Warren Holdings P.L.C.

is re-entering the insurance bro-
kerage business with the 17.6 mil-
lion pound ($28.4 million) pur-
chase of banking and brokerage
units of Robert Fraser Group.

However, Robert Fraser Will
continue to own the 29.9% stake in

Dewey Warren that it bought from
Australian entrepreneur Alan
Bond last year and will keep at
least two seats on Dewey Warren's
board of directors.

Dewey Warren left the brokerage
business earlier this year when it
sold its brokerage unit, Dewey
Warren Co. Ltd., to Lloyd's of
London broker D.G. Durham. The

brokerage, which had a large book
of North American business, "was
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a loss-maker and not well-man-

aged," said David Hart, finance
director of Dewey Warren Hold-
ings.

"But Robert Fraser Insurance

Broking is a profit-making con-
cern," said Mr. Hart. "It is not

heavily into North America. . .and
it is well-managed. We are glad to
be going back into the broking
field."

Last year, Robert Fraser's bank-

ing/brokerage pretax profits to-
taled 5.78 million pounds ($10.5
million).

Robert Fraser will hold an ex-

traordinary general meeting of
shareholders on Oct. 13 to appro-
vethe sale, according to Mr. Hart.

He said that of the 17.6 million

pound value of the transaction, 2.5

million pounds ($4 million) repre-
sents Robert Fraser's investments

and 15.1 million pounds ($24.4
million) represents the value of the

operating companies.
The first 1.2 million pounds ($1.9

million) will be paid to Robert
Fraser shareholders in cash. The

remainder will be paid by Dewey
Warren in convertible stock.

A&A unit in Dublin
A new Alexander & Alexander

Services Inc. subsidiary will pro-
vide captive management services
in Dublin, Ireland.

The new company, Alexander In-
surance Managers (Dublin) Ltd.,
will be located temporarily in the
Dublin offices of Alexander Sten-

house Ltd., another Alexander &
Alexander subsidiary.

The new company was formed
following its recent approval as a
captive manager by the Industrial
Development Authority of Ireland
for Dublin's International Finan-

cial Services Center.

"A&A clients who want to estab-

tish captive insurance companies
in Dublin will benefit from Ire-

land's low tax rate and its mem-

bership in the European Commu-
nity," stated Charles M. Patrick
Jr., Alexander Insurance Manag-
ers' chief executive officer.

Claims services survey
None of the insurance companies

in Britain offers "outstanding
claims service," even though it is
regarded as the second most im-
portant factor in selecting an in-
surer behind the scope of coverage
offered, a survey of 50 British in-
surance brokers concludes.

Insurance companies must im-
prove their claims handling service
in order to compete more effec-
tively, according to the survey con-
dueted for the accounting and con-
sulting firm of Ernst & Young.

Continued on next page
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Continued from previous page
"Fast and efficient claims handling
(is) a key factor in differentiating
insurance companies and in gain-
ing a competitive advantage,"
Ernst & Young concluded.

However, "the brokers did not
think any of the insurance corn-
panies offered an outstanding
claims service, even though it (is)
the second most important factor
in the advice they give to clients
over the choice of company, after
breadth of policy coverage," the
Ernst & Young survey said.

More than 50 brokers answered

questions in a telephone survey
that was conducted for Ernst &

Young by HRH Consensus Interna-
tional.

"We believe more and more peo-
ple will have to compete on ser-
vices as well as price," said Mr.
Wein.

"But we have found that while

price is most important in choosing
an insurer, beyond that (survey re-
spondents) are concerned about the
service they get and no one thinks
that the service they are getting at
the moment is great," Mr. Wein
added.

Details of the survey are avail-
able free of charge from Ernst &
Young, Becket House, 1 Lambeth
Palace Road, London SEl 7EU,
England; 01-928-2000.

Willis Faber results
London-based brokerage Willis

Faber P.L.C. first-half pretax prof-
its fell 3.8% to 43.5 million pounds
($78.7 million) from 45.2 million
pounds ($85 million) in the first
half of 1988.

However, the brokerage's profits
for the six months ended June 30,
1988, benefited from 2.6 million
pounds ($4.9 million) in a final
profit commission payment from
Lloyd's underwriting agencies it
sold off in 1985 to comply with
Lloyd's rules, according to Willis
Faber

Had the profit commissions not
been included in the 1988 first-half

results, pretax profits would have
increased 2% in the first half of
1989, Willis Faber said.

Gross revenues, excluding inter-
est payable, increased slightly to
140.1 million pounds ($253.6 mil-
lion) in the first half from 138.6
million pounds ($262 million) in
the first half of 1988.

"Our immediate strategy is to
continue the process of consolida-
tion, both of our relationships with
our trading partners and of our in-
ternal structures and controls,"
stated Willis Faber Chairman

Roger Elliott.
Meanwhile, Willis Faber, which

has reduced its headquarters and
management services personnel by
10% over the last 12 months, is

moving out of the rented offices
that once housed Stewart Wright-
son Holdings P.L.C., which had
been purchased by Willis Faber in
1987.

Underwriter bought
Lloyd's of London underwriting

agency Devonshire Underwriting
Agencies Ltd. is buying another
Lloyd's agency, George Miller Un-
derwriting Agencies Ltd., for an
undisclosed sum.

The offer has been accepted in
principle by George Miller Under-
writing Agencies and must be ap-
proved by Lloyd's.

George Miller, 54, will continue
as underwriter for non-marine

syndicate 598, which is managed
oy George Miller Underwriting
Agenices

He also will have a seat on the

Devonshire board.

Len Taylor will continue as un-
derwriter of marine syndicate 527,
which also is managed by the
Miller agency, until he retires in
May of next year.

However, upon Mr. Taylor's re-
:irement, underwriter Chris Bohl-
ing, who currently writes for syn-

dicate 59 managed by Devonshire,
will take over the underwriting of
syndicate 527.

Meanwhile, Devonshire will
amalgamate the members' agencies
of the two companies.

Lloyd Thompson results
London broker Lloyd Thompson

Group P.L.C. boo:ted brokerage
revenues by 28.2% to 15 million
pounds ($27.2 million) for the year
ended June 30, frcm 11.7 million

pounds ($22 million, the previous
year.

Pretax profits rose by 23.1% to
6.4 million pounds ($11.6 million)
[rom 5.2 million pounds ($9.8 mil-
lion) in fisial 1988.

Meanwhile, trading expenses in-
creased b 11.8 million pounds
1$21.4 mi_lion) from 8.7 million
pounds ($16.4 million), though
other income, such as investment
income, increased to 3.2 million
pounds ($5.8 million) from 2.1 mil-
lion pounds ($3.9 million).

Brokerage revenues in all the
broker's areas of business in-

creased despite the continued soft
property/casualty insurance mar-
ket, said Chief Executive Ken
Carter.

In particular:
• Wholesale marine brokerage

revenues increased to 8.5 million

pounds ($15.4 million) in fiscal
1989, from 7.8 million pounds
($14.7 million) in 1988.

• Wholesale non-marine bro-

kerage revenues increased to 2
million pounds ($3.6 million) from
1.1 million pounds ($2 million).

• And, reinsurance and political
risk brokerage revenues increased
to 4 5 million pounds ($8.1 million)
from 2.8 million pounds ($5.3 mil-
liont.

Rates in all classes of business,
except for marine excess-of-loss
reinsurance, continued to fall last
year, said Mr. Carter, who did not
precict an upturn in the market
until late 1990.

However, despite the soft market
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Lloyd Thompson reported a "high
retention of accounts and attracted

new clients," Mr. Carter pointed
Out.

Meanwhile, Lloyd Thompson's
"development strategy continues
to be to enter new classes of busi-

ness by recruitment of leading pro-
fessionials," according to a state-
ment by brokerage Chairman Peter
Lloyd.

For example, Steve MeGill, for-
mer deputy managing director of
Willis Faber PLC.'s international

division, will join Lloyd Thompson
next month to build its interna-
tional team.

Until now, most of Lloyd
Thompson's business has been ma-
rine coverage or North American
property/casualty-based risks, said
Mr. Carter.

By providing non-U.S. non-ma-
rine brokerage services, the com-
pany will be better able to service
:ts existing multinational clients as
well as to develop more business
from outside the United States,

particularly in continental Europe,
Mr. Carter said.

The company, which now em-
ploys 220 people, is looking for

new offices to house its growing
staff, he said.

Comings & goings
David J. Roe has been ap-

pointed managing director of Lib-
erty Mutual Insurance Co. (Massa-
chusetts) Ltd., but will continue as

head of the company's under-
writing activities in London.

Tony Money has been appointed
to the new post of managing direc-
tor at London broker C.E. Heath

(Insurance) Broking Ltd.
In addition, following the res-

tructuring of the company's rein-
surance broking operations,
Heath's related technical and ad-

ministrative services have been

consolidated into a new company
headed by Mr. Money called Heath
Fielding Reinsurance Services
Ltd. /

OVERVIEWATWORK
There was a Great Rumbling Noise, followed by a loud explosion in the dust
collection system of a facility owned and operated byamajor dxvi sion of amulti-
national chemical manufacturer. Within a few seconds, a fireball shot to the top of
the process rack. An employee, using the emergency telephone number, alerted the
plant fire brigade. Responding were 21 brigade members, two
fire trucks, the spill truck and an ambulance.

All explosion relief systems opened simultaneously
including one or- the second stage dryer, nine panels
in the bag house and 14 panels on the cyclones.
In addition, the roof sprinklers over the oven process
rack operated, as well as the internal water sprar
in the bag house Within minutes, the fire was under
control. Then, the internal water spray protection
system was checked for damage and restored to auto-
matic service. Since protection and prevention measures
worked as planned, property damage was minor, production
was disrupted minimally andemployees were able to stay onthejob.

In a DiSerent Incident, Fire Started in the Heat Treat Department of a light
metal worker. Two employees were cleaning up apit witha steamjenny and deter-
gent. The pit was next to a furnace and quench tank, which were in the start-up
mode. The oilin the tank was being heated to 350 degrees Fahrenheit. A third
employee, on safet6r watch at floor level, noticed that the tank started to overflow.
Almost immediately an open flame pilot burner ignited the oil, creating great bil-
lows ofsmoke and fire. Seventy-five sprinklers operated. So did &4x 12 foot smoke
and heat vent which was right over the area. The smoke cleared away quickly, per-
mitting the plant fire brigade, which had responded to the waterflow alarms, to get
close enough for rescue operations and firefighting.

Damage was minimal. Some wiring, piping and a few struts on the steel roof
trusses had to be replaced. About 15,000 gallons of quench oil were contaminated
and a 40 x 100 foot section of roof deck had to be cleaned. Impaired fire protection
was restored following RSVP procedures, which are found in Section 1 of IRI's
OVERVIEW Manual. Production resumed Within hours.

In Both Cases, Good Planning, Good Training
and Good People, applying the principles and
philosophy of OVERVIEW,* helpedpreserve
property, profits and jobs. You can do the same
by reading IRI's OVERVIEW Manual and Forms
Packet. For details and prices, contact Mrs. R A.
Sasso, IRI, 85 Woodland Street, Hartford, CT
06102 (203) 520-7412.

ndustrial

0 isk

nsurers

66,000 properties
insured worldwide

'OVERVIEW is IRI's Total Management Program for Loss Prevention and Control
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Coalition focuses on auto safety issues
By ADRIENNE C. LOCKE insurance must include, in part, an assault minimum impact a bumper on commercial nine of whom are representatives of insuiers

on the loss and inJuries caused by auto acci- and private passenger vehicles can withstand or insurer trade groups
WASHINGTON-A new highway and auto dents across the country," he said before sustaining damage It also proposes The insurer members represent Aetna Life

safety coalition consisting of insurers, con- The coalition denied at a press conference requiring manufacturers to label bumpers & Casualty Co , the Alliance of American In-
sumer groups and safety organizations will last week announc_ng the group's formation with impact Information surers, Allstate Personal PropeIty & Ca-
seek long-term solutions to expensive auto that the coalition is an outgrowth of last • Encouraging manufacturers to install air sualty Co, the American Insurance Assn ,
insurance by focusing on auto safety ISSUeS year's passage of Proposition 103 in Califor- bags in all automobiles The group also plans Hartford Insurance Group, Kemper, Libeity

The coalition, Advocates for Highway & nia to strongly urge the U S National Highway Mutual Insurance Co, Nationwide Insurance
Auto Safety, plans to find ways to reduce Mr Maatman advocated forming a biparti- and Traffic Safety Administration to finance Cos and State Farm Mutual Automobile In-
losses and injuries sustained in automobile san coalition last year (BI, Oct 10, 1988) information programs to encourage the pub- surance Co
crashes, which it hopes will lead to reduced However, Mr Maatman acknowledged :hat lic to request air bags Doctors and representatives of auto and
insurance premiums Proposition 103 was a contributing factor in The group wants all states to, among other traffic safety organizations and national

However, the coalition will not attempt to Kemper's search fir better ways to resolve things consumer groups comprise the rest of the

develop immediate solutions to expensive auto insurance proolems • Pass and enforce laws mandating that board

auto insurance premiums The advocacy group says its goal is to ad- safety belts be worn Those members represent the Center for
"We have set those 1SSUeS aside to focus on vance passage on the federal, state and local • Enforce child safety seat laws Auto Safety, the Consumer Federation of

a very detailed health and safety agenda," levels of legislation and regulations that will • Enforce speed limits and reduce the America, The Johns Hopkins School of Pub-
explained AFHAS board member Joan Clay- help prevent or reduce the loss of life and maximum speed limit on all roads to 55 mph lic Hygiene and Public Health, the Ohio De-
brook, president of Public Citizen, a non- property as a result of automobile accidents • Pass laws mandating motorcyclists and partment of Transportation, the Police

profit consumer research, lobbying and liti- The group's agenda on the federal level in- their passengers wear helmets Foundation, a research and technical assis-

gation group connected with consumer advo- cludes • Enforce laws against driving while tance group on police department policies
cate Ralph Nader • Extending all federal auto safety stan- under the Influence of drugs or alcohol and procedures, Public Citizen, the Trauma

Board member Gerald L Maatman, presi- dards to cover light trucks and multipurpose • Discourage auto theft by, among other Foundation at the San Francisco General
dent of Kemper Group's national property/ vehicles things, passing laws that lengthen jail terms Hospital, and the University of Virginia
casualty companies in Long Grove, Ill, con- • Upgrading side impact protection stan- for auto theft School of Medicine

curred dards for automobiles On the local level, the coalition is explor- Each organization must pay $100,000 to
"We have purposely defined" Immediate • Adopting laws requiring anti-lock brak- ing, among other things Join the board, explained Judith Lee Stone,

solutions to high auto insurance premiums ing systems on commercial and pr-vate pas- • Employer-sponsored anti-drunk driving the executive director of the advocacy group
"as being outside" of the group's focus, he senger trucks and autos programs Ms Stone most recently was director of fed-
said • Adopting occupant head protection • The use of photo radarfor speed limit eral affairs for the National Safety Council

Insurers recognize that expensive premi- standards for commercial and private pas- enforcement The coalition has raised about $1 million of
ums are a -heavy burden" on auto policy- senger vehicles • Automobile anti-theft programs its annual target budget of $1 5 million, ac-

holders, but "the solution to the high cost of • Upgrading to 5 mph from 21/. mph the The group consists of 18 board members, cording to Ms Stone .
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Largest u.5. reinsurers' first-half 1989 results
Ranked by net reinsurance premium written All amounts in thousands of dollars

Net Net

Reinsurers Pollcyholders' reinsurance remsurance Net Losses

surplus premiums premiums reinsurance & loss Combined Combined

(reinsurers written written premiums adjustment Loss Underwriting Expense ratio ratio

only) 1989 1988 earned expenses ratio expenses ratio 1989 1988

General Re $2,537,670 $851,310 $971,173 $890,893 $622,091 69.8% $248,405 29.2% 99.0% 99 0%

Employers Re 1,165,517 548,749 563,798 553.338 447,295 80.8 135,620 24 7 105.6 101 4
American Re 614,321 430,325 481,340 430.471 318,543 74.0 116,869 27.2 101.2 101 0

North American/Swiss Re 592,694 308,168 310,498 289,915 203,102 70.1 114,100 37.0 107.1 102 7

Munich Re 547,412 298,947 310,272 302,054 206,189 68.3 99,670 33.3 101.6 102 6

F&G Re (USF&G) N/A 298,643 307,700 258,169 161,751 62.7 103,074 34.5 97.2 97 8

Prudential Re 439,542 253,280 282,513 262,751 196,725 74.9 87,268 34.5 109.3 1034
St. Paul Re N/A 197,776 107,421 183,987 136,291 74.1 69,006 34.9 109 0 1004

Continental Casualty N/A 182,785 163,760 153,927 113,015 73.4 62,976 34.4 107.8 1049

Transatlantic Re 193,492 165,578 153,438 167,147 133,870 80 1 42,861 25.9 106.0 105 3

Kemper Re 391,936 158,144 146,939 149,795 113,487 75.8 40,493 25.6 101.4 102 1

CIGNA Re 188,433 136,426 132,280 129,436 99,260 767 37,541 27.5 104.2 99 8

Skandia America Group 331,784 128,897 109,884 133,883 93,538 69.9 47,758 37.1 106.9 104 5

Transamerica Re 157,225 127,204 107,316 126,392 94,036 74.4 38,334 30.1 104.5 1002

National Re 220,315 121,293 129,934 125,760 99,731 79.3 29,569 24.4 103.7 101 6

Constitution Re 184,381 115,883 124,848 117,436 88,504 75.4 31,277 27.0 102.4 100 4

NAC Re 180,750 93,841 83,115 90,175 66,440 73.7 30,801 32.8 106.5 1063

US Int'I Re 122,403 91,095 90,718 91,075 61,939 68.0 34,130 37.5 105.5 101 8

Continental Re 103,195 90,386 128,785 100,526 79,131 78.7 26,500 29.3 108.0 1084

Putnam Re 108,738 75,504 55,233 76,059 58,194 76.5 20,046 26.5 103.1 1030

Totals for top 20 8,079,808 4,674,234 4,760,965 4,633,189 3,393,132 73.2 1,416,298 30.3 103.5 101.4

Total for all companies 11,088,249 5,053,624 5,252,954 5,085,405 3,755,409 73.8 1,521,845 30.1 104.0 101.9

Source Re,nsurance Assn of Amenca and Bus.ness Insurance

Sheltered from storm
Hugo won't trigger pricing turnaround: Reinsurers

By JUDY GREENWALD of Hurricane Hugo on the reinsurance industry "I don't think we can say anything yet We don't know how
"I think lt'S all just speculation at this point," commented big or how small the loss is," Mr Bunaes said, adding that 11

Hurricane Hugo is unlikely to trigger a major turnaround A Edward Gschwind, president and chief executive officer the storm damage totals $2 billion, its impact will extend
in the reinsurance marketplace, U S reinsurance executives of American Royal Reinsurance Co of New York beyond this year However, if the damage is much less, its
said last week based on initial assessments of the storm "I don't think anyone has the remotest idea as to what the impact could be confined to this year, said Mr Bunaes

While reinsurers made lt clear they could not make defini- number is yet," agreed Michael Fitt, chairman and chief ex- While noting that the "normal ad]usting process hasn'l
tive predictions of Hugo's impact on the market until they ecutive officer of Employers Reinsurance Corp of Kansas even commenced," Steven H Newman, chairman, president
know more about the extent of damage in South Carolina and City, Mo "Nobody knows to what extent we're going to get and chief executive officer of Underwriters Reinsurance Co
elsewhere, many said they did not believe that Hugo was the hit and by whom of Woodland Hills, Calif, predicted that Hugo is "not goinE
cataclysm that insurers and reinsurers had feared "A lot of people are expressing opinions," he added "I to turn the big market around," though "it could cause a

"My gut feeling is there will probably be some rate in- think they're worth what they cost you, and that's about hardening of property rates" simply because of the proximity
creases" because of Hurricane Hugo, says George Roberts, nothing " of its timing to January renewals
president of Reliance Reinsurance Management Inc in Phila- Willem K Dikland, president and chief executive officer of Most catastrophe business lS renewed Jan 1, explained Mr
delphia Philadelphia Reinsurance Co, remarked that his company Newman, "so this will be on everybody's mind "

However, he added, "I don't expect them to be necessarily was surprised to receive its first claim stemming from the However, the hurricane is unlikely to affect the overall
widespread, just because the storm itself is so localized as hurricane as late as Wednesday afternoon marketplace, including liability business, unless it is "truly
compared to what it might have been I don't presently see Usually claims start irriving the day after a catastrophe, catastrophic, and I don't think this is "
any major rate increases because of it " said Mr Dikland, speculating the delay was caused by a If the storm lS severe enough, lt should have an effect at

"The consensus I've been hearing is it'S not going to have a breakdown of communications in the Carolinas least on the property reinsurance market for January, April
major impact on pricing going forward," said Angus Robin- While Mr Dikland said that it was "too early to say" what or June renewals, said Charles E Erickson, executive vp al
son, president and chief executive officer of Minneapolis- Hugo's ultimate cost will be, "it will have an effect on catas- the Signet Reinsurance Co of Mornstown, N J
based Chartwell Reinsurance Co, which has Just changed ltS trophe cover rates in general " It also may prompt many ced- He noted that the impact of Hurricane Alicia, which bat-
name from NWNL Reinsurance Co ing insurers to reconsider their retention levels, he said tered the Texas coast in August 1983, began to be felt in

"It's not really a big enough event to cause pricing
1 January 1984 and continued into 1985

changes" in the domestic reinsurance market, he said There are so many variables involved that here, not even a
In addition to downplaying Hugo's effect on the market, 'My guess is it will have little or no effect week later, it's too early to come to any kind of conclusion,"

U S reinsurers also report that competition among rein-
on the reinsurance market,' says NAC

Mr Erickson said

surers has not slackened, though the competition still has not "I don't see the hurricane as causing any meaningful im-
reached the cutthroat levels found in the primary insur- Re's Mr. Mosca. '1 don't think the pact on reinsurance results," said Paul Ingrey, president of
ance marketplace F&G Re

"I see it as really no change from the path that the reinsur- catastrophe of the proportions we seem "All in all, I see reinsurers getting off fairly light," he said
ance market has been on for the past few months, which is a to be looking at is enough to turn it.' "I think lt'S going to hit the London reinsurance market
gradually softening path," said Mark Mosca, vp and manager harder than here," Mr Robinson added "They ran away
of the treaty department at NAC Re Corp in Greenwich, from this really hard stuff called casualty business" and fo-
Conn He predicted that the reinsurance market will re- cused instead on property business, including catastrophe
main soft through the January renewals Reinsurers will not know what their losses are until pri- business, said Mr Robinson, who predicts the London ex-

This competition is reflected in the first-half results of 67 mary insurers total their claims and "it's going to be some cess-of-loss reinsurance market will be hit particularly hard
U S reinsurance companies released belatedly by the Wash- time before they know what their losses are," commented "I don't see reinsurers getting banged up too bad from
ington, D C -based Reinsurance Assn of America (BI, Sept Edmond Rondepierre, senior vp and general counsel for the this," said Robert M Huggins, chairman, president and chief
25) The RAA had delayed issuing the results while it ana- General Re Corp executive officer of Belvedere American Reinsurance Co in
lyzed the California attorney general's draft insurance anti- However, he added that "as losses go, this will be one of the New York
trust guidelines (BI, July 31) bigger ones " Among the reasons, he said, is that "I don't think South

U S reinsurers posted a 104% combined ratio for the first Norman Wayne, president of CIGNA Corp 's reinsurance Carolina is that important a state" to major insurers, and
half of 1989, compared with a 101 9% ratio for the compara- division, noted that the reinsurance industry still does not there lS a lot of government property, including military in-
ble period a year ago even have a total loss figure for 1983's Hurricane Alicia be- stallations, in the state that are not insured commercially

The 20 largest reinsurers in terms of premium volume re- cause of the amount of time it takes for losses to "spi- My guess is it will have little or no" effect on the reinsur-
ported a 103 5% combined ratio in the first six months of ral" through the London excess-of-loss reinsurance market ance market," said NAC Re's Mr Mosca "I don't think the
1989, compared with a 101 4% combined ratio a year earlier before ultimately finding a home catastrophe of the proportions we seem to be looking at is

Net written premium volume for all reinsurers surveyed "It's a long process before who knows what/' he said enough to turn it "
fell 38% to $51 billion in the first half of 1989 from $53 But, referring to Hugo, Mr Wayne said that "it'11 start to It would take either a significantly larger catastrophe, or a
billion a year earlier For the Top 20 reinsurers, first-half have an impact in January, but I don't think a heavy one " second catastrophe similar to Hugo "before we're likely to
written premiums fell 1 8% to $47 billion in 1989 from $48 "It'11 probably put an end for requests for premium reduc- see any kind of effect on reinsurance pricing or terms There's
billion in 1988 tions this year" on catastrophe business, predicted Jeremy R too much capacity," he said

In calculating the results of the 20 largest U S reinsurers, Wallis, president and chief executive officer of New Zealand Meanwhile, reinsurers note that competition in the reinsur-
Business Insurance included the reinsurance results of F&G Reinsurance Co of America in Morristown, N J However, he ance market continues unabated and, in fact, may be heating
Re, a unit of USF&G Corp , Continental Casualty Co , a unit also pointed out that "we have no clue at this point how up slightly
of CNA Financial Corp , and St Paul Reinsurance Manage- much it's going to cost " The U S reinsurance market lS not as competitive as the
ment Corp, a unit of The St Paul Cos Inc While these three Hurricane Hugo could add 1 th percentage points to the primary market, "but it's competitive enough,"said Employ-
divisions have traditionally been included in the RAA survey, reinsurance industry's 1989 combined ratio, said Bard E ers Re's Mr Fitt
the organization now is including only ' professional reinsur- Bunaes, chairman and chief executive officer of New York- In addition, reinsurers are impacted by the lower premiums
ance Companies" in its results (BI, Sept 25) based Constitution Reinsurance Corp, though he added that being charged by ceding insurers, said Mr Fitt

Reinsurance company officials pointed out last week that it he does not know the impact of the storm on the market- However, competition in the reinsurance market still can-
was still too early to develop any firm estimates of the impact place's future Continued on next page
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Insurance & Reinsurance Research Group Ltd, ment & Safety Seminar m Ownd Calif

Reinsurer results d Datebook Bi idge House, 181 Queen Victona St, London, sponsored by Risk Management Seminal  inc
England EC#V 4DD, phone 01-236-2175, far $165 $150 each foi lwo ot mote registianb fiom
01-489-1487 same company Also Nov 9 m Sactamento

Continued from previous page Calif Risk Management Seminais tne P O

not be described as cutthroat, he said OCT 11 ABCs of 401(k)s workshop m Los An- Box 1601, Sonoma Calif 95476-1601 415-94 4-
There have been only a "couple of OCT 9-13 Reansurance Practice conference ference-The Expanding Market in London, geles, sponsored by the National Institute of 1556In London, sponsored by the Insurance & Rein- sponsored by the Insurance & Reinsuiarce Re- Pension Administrators, $97 foi NIPA membei s,
isolated areas" where "really irre- surance Research Group Ltd ,775 pounds search Group Ltd . 240 pounds ($ 389) Insur- $1 30 for non-members Also Oct 31 m Phoenix, OCT 24-25 Reinsurance Systems Louise m
sponsible players" have appeared, he ($1,256) Insurance & Reinsurance Research ance & Reinsurance Research Group Ltd , Aru, and Nov 7 in San Franeisco NIPA, 714- Chicago, sponsoled bv The College of Insuiance
said Gi oup Ltd, Bndge House, 181 Queen Victoria Bridge House, 181 Queen Victoria St, London, 731-3524 $595 foi College sponsous, $695 foi non-•,pon

bois Profesmonal Progiams, The College of ln-However, reinsurance market com- St, London, England EC4V 4DD, phone 01- England EC4V 4DD, phone 01-2 %6-2175, fax
236-2175, fax 01-489-1487 01-489-1487 OCT 17-18 Health Care Cost Contamment surance, 101 Muriay St, New York, NY 10007-

petition "is becoming more Intense, Workshop in San Francisco, sponsored by 21.32, 212-962-4111, ext 201
said CIGNA's Mr Wayne "We ex- OCT. 10 Employers Council on Flexible OCT 12-13 How to Audit Your Insurance Health Research Institute, $495 Also Nov 7-8
pect difficult January renewals " Compensation Conference in Washington, Program Getting Your Money's Worth in Summit, NJ, and Dec 5-6 in Chicago HRI, OCT 24·25 Crisis Communication Manage-

1600 S Main Plaza, Suite 170, Walnut Creek, ment feminar m Washington, D C sponsoled
There has been no ma]or change D C , $185 for ECFC members, $195 for non- course m Chicago, sponsored by the Amert-

members Also Oct 12 in Los Angeles, Oct 24 can Management Assn , $750 for AMA members, Calif 94596, 415-676-2320 by E I du Pont de Nemouis & Co Managemenl
Se:vices, $1,045 including seminar matetial.,in terms of competition over the past in Seattle, Nov 1 in Houston, and Nov 7 In $850 for non-members Also Oct 16-17 in East

quarter, said Constitution Re's Mr Whippany, N J ECFC, 927 15th St NW, Suite Hanover, NJ, Oct 23-24 in Boston and Oct OCT 17-19 1989 Risk Sciences Group Users' luncheon and refieshments Also Nov 14-15 in
Bunaes However, he added, "Cer- 1000, Washington, D C 20005, 202-659-4300 30-31 m Atlanta AMA, PO Box 319, Saranac Conference m Oakland, Calif, $475, $425 fo: Atlanta Du Ponl, Attn CAK 1,100 First Slate

Lake, N Y 1298; 518-891-0065 each additional attendee from the same organi- Blvd, Sulte A, Wilmington Del 19804, 800-
tainly the competition is not less- OCT 10-13 Ninth Annual National Educa- zation Conference Coordinator, Risk Sciences 248-7020

enlng If anything, the competition is tional Conference and Expo in San Diego, OCT 14-22 American Assn of Managing Gioup, 5620 Glenridge Drive, Atlanta, Ga
30342, 404-847-4512 OCT 25 Superfund Amendments and

mereasing " sponsored by the Self-Insurance Institute of General Agents Foreign Seminar m Vancou- Reauthorization Act Title Ill Workshop m"It's starting to increase," said Un_ America Inc, $595 for member·s, $795 for non- ver, British Columbia, and Banff, Alberta, se-members, $100 additional for on-site registra- minar fee $175 for AAMGA members, $125 for OCT 18-19 Quantitative Techniques for Atlanta, sponsored by the Georgia Institute of
derwriters Re'ss Mr Newman, discus- lion Con ference Registrar, SIIA P O Box 15466, spouses and guests, tour fee (includes accommo- Risk Management seminar m Philadelphia, Technology, $125 Education Ertension-R,
sing competition "I think the fact Santa Ana, Calif 92705, 714-261-2553 dations, air fare from Vancouver to Calgaly, sponsored by the Tillinghast division of Towers, Georgia Institute of Technology, Atlanta, Ga
that there has been less and less bum-

guided tours) 5969 double occupancy, $1,319 Pemn, Foi ster & Crosby Inc , $750 Eileen B 31 ;32-0185, 404-894-2400, 800- 325-5007

OCT 11 10th Annual Compensation Confer- single occupancy American Assn of Managing Callahan, Conference Director, Tillinghast, 695
ness coming into the reinsurance ence m Minneapolis, sponsored by The Hay General Agents, 9140 Ward Parkway, Kansas E Main St, Suite 600, Stamford, Conn 06901, OCT 25 14th Annual Insurance Information
market during the past two years is Group, $375, $275 for each additional attendee City, Mo 64114 203-326-5400 Institute Research Seminar m New Yoik

finally beginnmg to take its toll " from the same organwation Also Oct 12 m
City, sponsored by III. $145 Carlet Incontio, In-

Reinsurers are making deals they
Kansas City, Mo, and Oct 13 in Pittsburgh The OCT 15 The Society of Chartered PropertY OCT 18-19 Understanding Property and Ca- sutance Information Inslitule, 110 Wtth<im St,

sually Reinsurance confeience m New York New York,NY 1000 ;8,2 12-669-9200Hay Seminar Center, 215-875-2338 & Casualty Underwriters 1989 Annual Meet-
would not have some time ago, said ing and Seminars Managing Now for the City, sponsored by Executive Enterpilses Inc,
Mr Newman OCT 11 Inland Marine Underwriters '905 in Anaheim. Calif, $295 foi Society of $990 Executive Enteip, ises Inc , 22 W 2 lst St OCT 25-26 Managing the Cost of Health

Still, Mr Newman added that he Assn 's Annual Fall Meeting In New York CPCU members, $395 after Sept 15 Society of New York,NY 10010-6904, 800-8 31-8333,212- Care and Employee Benefits conference in
City, $40 Also Oct 18 in Worcester, Mass Tra- CPCU, Kahker Hall, 720 Providence Road, 645-7880 Madison, Wis, sponsoied by Wisconsin Manu-

would not characterize the market facturers & Commelee, $150 Wimon'>in Manu-cey O'Donnell, IMUA, 14 Wall St, New York, CB#9, Malvern, Pa 19355-0709, 215-251-2728
as "excessively competitive NY 10005,212-233-7958 OCT 18-20 Property/Casualty Statutory Fi- facturels & Commence, Box 352, Madison, Wis

"There's been a mild increase in
OCT 15-17 Assn of Lloyd's Members North nancial Statements course in Chicago, spon- 53701

OCT 11 Insurance Claims Dispute Resotu- American Conference in Chicago, $275 for sored by Executive Enterprises Inc, $895 plus
competition over the first quarter, lion semmar m St Paul Minn, sponsoted by ALM members, $350 for non-membe,s, $125 for $95 non-refundable legistration fee pei 01 gam- OCT 26-27 Quality Assurance in the 90s
but it's healthy competition," com- zation A[so Nov 13-15 kn New Yolk Clly, Nov confelence in Winston-Salem, N C co-spon- ihe American Arbili ation Assn , $150 foi AAA spouses/guests Assn of Lloyd's Members, 1510
mented Chartwell's Mr Robinson membeis $180 for non-members Also Oct 30 11th St, Santa Monica, Calif 9040 1, 800-421- 29-Dee 1 in Los Angeles and Dec 11-13 m Ot- soied by the National Assn of Employer. on

lando, Fla Executive Entei prises Inc, 22 W Health Care Action and the Amorican College ofSome reinsurers believe competi- m Cleveland, and Nov 16 in Long Island, N Y 6607, 213-458-1222 within California
Allen Stiberman, Director of Education and 2lst St, New York, N Y 10010-6904, 212-645- Physician Eecutives, $395 for NAEHCA and

tion is beginning to level off at least Training, AAA, 140 W 51st St, New York, N Y OCT 15-17 1989 Professional Insurance 8689, 800-831-8333 ACPE members, $ MT foi additional membe,9

in some areas, however Agents of New York convention In Hershey, fiom the same oiganifation, $495 for non-mem-
10020,212-484-3233

Steven Bensinger, senior vp and Pa, sponsored by PIANY, $75 for PIANY mem- OCT 19 Advanced Cost Containment Work- bens, $445 fol additional non-members fi om the

chief financial officer of Skandia OCT 11-12 Managing Rlsk Communications bers, $140 for non-members Dianne F Kattrein, shop in San Francisco, sponwred by Health Re- sameorganization National Assn of Employets
seminar in San Francisco, sponsored by E I du PIANY, Old Route PW, P O Box 997, Glenmont, search Institute, $250 Also Nov 9 in Summit, on Health Care Action, 104 Key Frecutive

America Reinsurance Corp in New Pont de Nemours & Co , $925, $795 for two or N Y 12077-0997,518-4 34-3111 N J,and Dec l tn Chicago HRI, 1600 S Main Building, 104 Crandon Blvd,Key Biseayne, Fla
York, said said that both property more attendees from the same organization at- Plaia, Suite 170, Walnut Cieek, Calif 94596, 33149

and casualty treaty Yates "seem to tending thesamesemon Also Nov 8-9 m Dal- OCT 15-18 1989 Risk Management Forum m 415-676-2320

las Du Pont, Suite A, Attn CAK, 1300 First Monle Carlo, co-sponsored by the European OCT 26-27 Public Agency Risk Pooling Se-
have bottomed out State Blvd, Wilmington, Del 19804, 800-248- Risk Management Assn and the Risk & Insur- OCT 19-20 Employee Welfare Benefit se- minar in San Antonio, Texas, sponsoled by the

The July 1 renewals were "pretty 7020 ance Management Society Inc , 4.900 French minar in San Francisco, sponsored by the Prac- Public Risk Management Assn , $225 for PRIMA
much flat" in terms of pricing, while francs ($764 at current exchange rate) for rlsk tising Law Institute, $475 Ann Tracy, PLI, 810 members. $350 for non-members Lynne Arm-

OCT 11-13 18th Annual AMA Compensa- managers, 2,500 French francs ($390) for aca- Seventh Ave, New York, NY 10019, 212-765- stiong, Public Risk Management Assn,1117 N
there was "very little change" in lion and Benefits Update. Issues m Em- demimans and students, 6,900 French francs 5700, Ert 232 19th St Suite 900, Arlington Va 22209, 701-

terms and conditions, he said "We ployee Benefits conference in Chicago, spon- ($1,076) for all others Payment must be in 528-7701

seem to have hit the trough " sored by the American Management Assn , $725 French francs Sally Greene. RIMS/Monte Carlo OCT 19-20 Managed Health Care sermnal in
And, while the facultative relnsur- for AMA members, $835 for non-members Conference, 205 E 42nd St, New York, N Y Washington, DC, sponsored by the Practising OCT 26-27 Toxic Tort Seminar in New 01 -

AMA, PO Box 319, Saranac Lake, N Y 12983, 10017, 212-286-9292 Law Institute, $495 Also Nov 16-17 in San leans, sponsored by the Law & Science Institute,
ance market is not hardening, rates 518-891-0065 Francisco PLI, Department BA-105, 810 Se- $550 before Sept 22 Haskell Shelton, Law and
are not falling as rapidly as they had OCT 15-18 Annual Society of Chartered venth Ave, New York, N Y 10019, 212-765- Science Institute, 215 E Bulltes, Midland, Mich
been, said Mr Benslnger "The rem- OCT 11-13 Managing Health Care Costs se- Property & Casualty Underwriters Se- 5700, Ext 271 48640, 517-8 35-6196

surers don't seem to be giving the miner in New York City, sponsored by the minar Developing the Agent/Broker NacheAmerican Management Assn , $795 for AMA m Soft Markets m Anaheim, Calif, $395 The
store away," he said

OCT 20 Assessing Vendors Workshop in San OCT 26-27 Eighth Annual National Insti-
members, $915 for non-members, $675 each for Society of CPCU, Kahler Hall, 720 Providence Francisco, sponsored by Health Research Insti- tute on Lltlgation m Aviation seminar in

"Competition basically SeernS tO groups of three or more members from the same Road, CB#9, Malvern, Pa 19355-0709, 215-251- lute, $250 Also Nov 10 m Summit,NJ,and Washington,DC,sponsored by the American
have leveled off," agreed F&G Re's olganization, $780 each for groups ot non-mem- 2728 Dee 7 in Chicago HRI, 1600 S Mann Playa, Bar Assn s Section of Tort & Insurance Practice

bers Also Dee 11-13 m San Francisco AMA, Suite 170, Walnut Creek, Calif 94596, 415-676- and Division for Professional Education, $ 190
Mr Lngrey . PO Box 319, Saranac Lake, N Y 12983,518- OCT 16-17 Environmental Insurance Law 2 320 for TIPS members, $350 for members of ihe

991-0065 Institute in Chicago, sponsored by Executive ABA Young Lawyers Division, $425 for other
Enterprises Inc, $990 Also Nov 9-10 in New OCT 20 Retiree/Catastrophie Workshop in ABA members, $450 for non-membets, $200 for

CIC EXCESS & OCT 11-13 43rd Annual Council on Em. York City and Dec 11-12 m San Francisco Ex- San Francisco, sponsored by Health Research government lawyels, $75 for law students ABA
ployee Benefits Fall Conference m St Louis, ecutive Enterprises Inc, 22 W 2lst St, New Institute, $250 Also Nov 10 m Summit,NJ, Division for Professional Education, 750 N

SURPLUS $325 for each registrant from CEB member com- York, N Y 10010-6904, 800-831-8 333, 212-645- and Dec 8 in Chicago HRI, 1600 S Main Plaza, Lake Shore Drive, Chicago, Ill 60611, 1 12-988-
pany, $375 for non-member company regis- 7880 Suite 170, Walnut Creek, Calif 94596, 415-676- 6200

COONEY, RIKARD & CURTIN,INC trants C S Lazaroff, Secretary-Treasurer, c/o 2320

P 0 Box 59689 (205) 870-7790 Goodyear Rehef Assn, 1144 E Market St, OCT 16-17 The Fundamentals of Statutory OCT 29-31 Medical Professional Liability

Birmingham, AL 35259-9689 1-800424-1709 US Akron, Ohio 44316, 216-796-4008 Insurance Accountmg course in Chicago, OCT 22-25 Annual Society of Actuarles Captives m the 19905 seminar m Lake Buena
sponsored by Executive Enterprises Inc, $990 Meeting and Exhibit m New York City, $325 Vista, Fla, sponsored by the Tillinghast division

MAJOR LINES OCT 12 Third Professional Indemmly Con- Executive Enterpnses Inc, 22 W 21 st St, New for TSA members, $350 for members of other of Towers, Pemn, Forster & Crosby Inc. $550
York,NY 10010-6904,800-831-8333,212-645- actuarial associations, $400 for non-members Conference Director, Tillinghast, 695 E Main
7880 The Society of Actuaries, 312-706-3500 St, Stamford, Conn 06901-21 38, 203-126-

5400

OCT 16-17 Litigating the Complex Motor OCT 23-24 Understandmg Life Insurance

THE IRISH HIGH COURT
Vehicle "Crashworthiness" Test seminar in Statutory Financial Statements conference OCT 30-31 Annual Statistical/Data Quality
San Francisco, sponsored by the Practinng Law m New York City, sponsored by Executive En- Conference in New York City, sponsored by the
Institute, $390 Also Nov 16-17 m New York terprises Inc, $990 Also Nov 8-9 m Boston Insurance Services Office Inc . $400 for atten-

In the Matter of City PLI, Department EWA9,810 Seventh Ave , Executive Enterprises Inc, 22 W 2lst St, New dees from ISO-afflhated compames, $550 for
New York, N Y 10019, 212-765-5700 York, N Y 10010-6904, 800-831-8333, 212-645- attendees from non-a ffillated companies

United Reinsurance Company of Ireland Limited
7880 Maureen Karon, Assistant Manager-Meetings,

OCT 16-18 1989 Benefit Communication In-
(In Voluntary Liquidation)

Insurance Services Office Inc , 160 Water Sl,

stitute in Boslon, sponsored by the 1nlerna- OCT 23-24 Handling Occupational Injury 12th Floor, New York, NY 100;8, 212-487-
lionat Foundation of Employee Benefit Plans, and mness OSHA Recordkeeping and 4722

Admission of the claims of all Brokers or Intermediaries $570 for IFEBP members, $645 for non-mom- Workers' Compensation Claims Manage-
bers Registration Dept, IFEBP, P O Box 69, ment workshop in Atlanta, sponsored by the OCT 30-31 Emerging Opportunities m Re-

Georgla Institute of Technology, $125 per day, Insurance Commutatmns conference m NewThe joint liquidators have applied for and been granted an Order by the
Brookfield. Wis 53008-0069, 414-786-6700

Irish High court to enable them to estimate, on an actuanal basis, the value
$200 bolh days Education Extension-R, Geor- York City, sponsored by Executive Enterprises

OCT 17 Mergers and Acquisitions of Insur- gia Institute of Technology, Atlanta, G< 31 82- Inc, $990 Executive Enterpnses lne,22 W flst
of contingent or otherwise unascertained liabilities to United Re's cedants ance Organizations m Europe conference in 0185 404-894-2400,800-125-5007 St, New Yoik, N Y 10010-6904, 800-831-8314,

The joint liquidators have, in accordance with the above mentioned London, sponsored by the Insurance & Reinsur- 212-645-7880

order, issued a letter to all known brokers or intermediaries on 21 st August ance Research Group Ltd , 240 pounds ($389) OCT 23-24 Annual National Disability Man-

1989 The purpose of that letter was to notify all brokers or interme-
agement Conference and Trade Show m OCT 30-31 Advanced Trucking industry

dianes of United Re of the making of the order, to request that they file
Miami, co-sponsored by the Washington Bust- Seminar in Orlando, Fla, sponsored by the

their claims (other than claims as a cedant or retrocessionaire of United
-  ness Group on Health-Institute For Rehabilita- American Assn of Managing General Agenls,

Re under a reinsurance contract) with the Joint liquidators by 20th October r
tion and Disability Management and Thomas L $275, $300 after Oct 16 AAMGA Headquailets,
Jacobs & Associates, $ WO for WBGH members, 9140 Ward Parkway, Kansas elly, Mo 64114,

1989, and, to Inform brokers or Intermediaries of the manner in which $ 175 fot non-members Shm Fai ris, WBGH, 229 816-444- 1500

the various types of claims, which they may have, should be filed Any MA?r PRO Pennsylvania Ave SE, Washington DC
Au,horized

broker or intermediary of United Re who has not received the above men-
20003, 202-547-6644 NOV 1-3 Remburance Accounting & Au-

dating Course in San Fiancisco, sponsored by

tioned letter should Immediately contact the joint liquidators in writing at the JPmfessional 1 Amlicahon

OCT 23-24 Designing and Marketing Long- The College of Inwrance $795 foi College .pon-
Software Solutions

following address
Term Care Insurance confeience in San Fian- sorc, $895 fot non-sponsots Professional Pi o

For Insurance Companies cisco, sponsored by Execullve Enterprises Ine, gzami, The Collego of Insurance, 101 Murray St,
Retail Agencies • General Agencies

United Reinsurance Company of Ireland Limited
$990 Executive Enteipilses Inc,22 W Llst St, New Yolk, N Y 10007-21 32, 212-962-4111, crt

Adjusters • Premium Finance New York, N Y 10010-6904, 800-831-8331 212- 201

(In Voluntary Liquidation), Desimed for the IBM environment 645-7880

4th Floor, Fitzwilton House, PC System/36™ and AS/400™ NOV 14 tlth Annual Meeting and Educa-

Wilton Place, Dublin 2 OCT 23-27 Advanced Reinsurance Practice tional Conference in Oilando, Fla , sponsored
MAX-PRO 100 • 200 • 300 confetence in London, sponsored by the Insur- by the Amotican Society fo: Healthiai e Rk

Please note that cedants, retrocessionaires or other creditors are NOT yet Property & Casualty LAss Accounting anie & Reinsurance Raeal ch Group Ltd 775 Management and the Amellean Hospital ANsn ,
MAX-PRO 500 Retail Agency pounds ($1,256) Insurance & Reinsulance Re- $450 for ASHRM/AHA membets, $520 foi non-

required to file any claims which they may have in the liquidation The MAX-PRO 1000 General Agency sea] ch Group Ltd, Bridge House, 181 Queen membels Amoilean Hmpilal Assn PO Bo
joint hquidators will be writing separately to all known cedants, retroces- MAX-PRO 2000 Premium Finance Victoria St , London, England EC4V 4DD, 825, Deerfield, 111 60015, 312-940-21 18
sionaires and other creditors within the next three months A further adver- MAX-PRO 4000 Personal Auto phone 01-236-2175, faA 01-489-1487

.

tisement to this effect will be published in this publication at that time Policy Service • Direct & Agency Bill The Datebook 2% compiled from notice ent ic,
OCT 24 Risk Management-The Cutting Business Insurance Nonce, should be ient at

MAXIMUM SOFTWARE PRODUCTS Edge workshop in Irvine, Callf, sponsoied by lea,1 eight week, in aduance to Datebook, Bu,1
N L Fox P 0 Box 672491 the Califoinia chapte! of the Public RNk Man- nes< ln,urance, 740 N Rudi St , Chicago, 111

J McStay
Houston Texas 77267 0127 agement Assn , $30 fol PRIMA membos, $40 fol 60611 2590 Plea,e include the prue, d an'A of

(7131 872 1532 • FAX (713) 872 1637 non-members ot al the doot Jeff Stevens, Rk the meeting and Information on re<11*tration for
JOINT LIQUIDATORS . Ma, PIC ar*j MDrun So**e PID,k3 are vaoer,wks 01 MaxrU- f r,100.14 Inc

iBM as a zegr;mr/ v,d®fn,k = Symern'36 and AS,400 0 vadern, 01 ®1 Cap Manager, City of Santa Ana, Calif, 714-647- interefted readen Buwness Insuranci re,erves

5476 the right to select meeting, of moft interest to it,

20th September 1989
readen and cannot guarantee that notice% 10#11

OCT 24 Park & Recreation Risk Manage- be printed

-



Hurricane Hugo mary and reinsuiance rates, he losses the 1986 fire that killed 97 people Reinsuieis also ale expecting an
said • State Farm Mutual Automo- (BI, May 15) onslaught of claims fiom Hugo,

Cont:nued from page 1 "Unless there are additional bile Insurance Co and its affiliates The spokesman said AIG's inter- though some reinsuieis said last
The estimates also do not include meaningful catastrophe losses over will pay about $415 million in est in the hotel lS insured by an un- week that they weie suiprised at

losses involving marine and harbor the near term, I think" any effect property insurance claims and $60 affiliated insurer, which he would the few claims they had received
facilities, aircraft, utility equip- on the market "will be only tem- milhon in automobile claims as a not name "We've analyzed 759 of the in-
ment or public property like roads porary," he said result of hurricane damage • Kemper Group's gross losses surance maiket in South Caiolina,
and bridges However, some observers do ex- Bloomington, Ill -based State may total $25 million to $30 mil- and if the (U S ) loss is $3 billion,

In all, Hurricane Hugo 15 ex- pect Hugo to have at least some Farm, which stopped purchasing lion based on a "very, very rough then two thii(is of it Will be zein-
pected to produce more than Immediate impact on rates and ca- catastrophe reinsurance earlier estimate," said Mr Maatman sured," said one Lloyd's non-ma-
360,000 claims, AISG said pacity this year, will pay the claims from Mr Maatman added that since line undelwiltel

The storm was assigned catastro- "We think very definitely it will its catastrophic reserve fund and reinsurers appear to be considering In addition, about 80% of the
phe No 18 by AISG have a salutary effect in terms of surplus, a spokesman said State Hugo's assault on the Caribbean losses fiom the Caiibbean will be

Hugo already has made 1989 the dampening competition," said Farm units reported an aggregate and the U S mainland as two sepa- reinsured, he said
worst year on record for catastro- Gerald L Maatman, president of surplus of $15 9 bilhon at year-end rate occurrences, -basically we do Nick Daniels, managing directoi
phe losses Losses in the first nine Kemper Group's national prop- 1988 not see a lot of relief" from of the property division of Lloyd's
months of the year total $5 636 erty/casualty insurance companies The claims represent mostly per- Kemper's catastrophe reinsurance of London biokeiage Pi ice Foibes
billion, far surpassing the previous in Long Grove, Ill sonal lines business in South Caro- • Hartford Insurance Group es- Ltd, said that his company as of
full-year catastrophe record of 'I think (Kemper is) going to be lina, North Carolina and Virginla, timates aftertax losses created by midweek had received notification
$2 82 billion set in 1985 a little more careful and a little the spokesman said "We're pri- Hugo at between $20 million and of only two claims caused by Hugo

Total losses for Hugo will top the less liberal" on a risk-by-risk marily a personal lines insurer so $30 million, said a spokeswoman Both claims were considezed

$4 billion in damages caused in basis, he said But, he added, that the vast majority are homeowners' for the Hartford, Conn-based in- substantial, but loss figuies weie
1979 in the Caribbean and the strategy would be a continuation claims " surer not presented yet, Mr Daniels said
United States by Hurneane David, of an approach that Kemper has • CIGNA Corp reported that it • Integon Corp,a regional in- One claim was from aUS cor-
which Munich Reinsurance Co recently been following expects to take a $90 million after- surer based in Winston-Salem, poration with a subsidiary in
classified as the costliest storm Gordon Luce, an assistant man- tax charge on account of Hugo-re- NC, estimates its Hugo-related Puerto Rico, the other was from a
ever ager with stockbroker Brown Bros lated claims in Puerto Rico, the losses at $7 million to $8 million, U S corporation in South Caro-

Hugo also is the single costliest Harriman & Co in New York, said U S Virgin Islands and the South- virtually all in personal lines, a lina
U S storm by a huge margin, ac- he is beginning to believe that the eastern United States spokesman said "I am surprised that we have
cording to AISG, topping Hum- hurricane will provide a "fairly de- "This amount includes estimated

cane Frederic, which caused $752 5 cent chance" of turning prices reinsurance reinstatement
1

million of insured property damage around charges," a CIGNA spokesman '1 anticipate that the biggest losses and claims will
when it hit the Gulf Coast in Sep- "I would think it would at least said

be in the business interruption area. But, it willtember 1979 reduce the appetite of the London Hugo will probably represent the
Yet, despite the massive losses market for U S property busi- largest catastrophe in CIGNA's probably be two or three weeks from now before

created by Hugo, many say the ca- ness," he said history, the spokesman noted
tastrophe lS not large enough to Mr Luce said Hugo makes him a Observers point out that insurers we will be talking about' those losses with
harden the commercial property/ "lot more confident" the market that sustained large losses in both customers, says M&M's Arnold Kessler.
casualty insurance market imme- will turn in the first or second the Caribbean and the U S main-

quarter of 1990 -than I may have land may face larger-than-ex-

"There will be a substantial felt a few months ago " pected losses since many reinsur-
amount of commercial and resi- Gloria Vogel, associate director ance contracts include a "72-hour • Transamerica Insurance only heard of two claims so far,"
dential damage, but we don't oe- at Bear Stearns & Co m New York, clause," which defines a loss as an Group in Woodland Hills, Calif, Mr Daniels said "But it is Stlll
lieve Hugo will cause any material said the Hugo "certainly has to event that occurs over not more estimates its gross losses will be in early "
changes in current market condi- help" speed a turn in the market than a 72-hour period the range of $5 million to $8 mil- While many property owners
tions," said Charles L Ruoff, se- It should also "awaken" those Since it took Hugo about 96 lion Most of its losses are related were still tallying damage last
nior vp and director of strategic companies that have "forgotten" hours to travel from Puerto Rico to to lender security insurance for week, some operations in the Ca-
planning for Fred S James & Co about losses to stop being as ag- South Carolina, Hugo is likely to homes and automobiles, which is ribbean damaged by the stoim
Inc in New York gressive as they have been in their be considered two occurrences, written through subsidiary Tran- were already restored to normal by

"There will be some obvious ef- pricing, she said meaning that ceding companies samerica Premier Insurance Co, a last week
feet on earnings for the Industry David Robertson, deputy chair- will have to satisfy two retentions Transamerica spokesman said A Phillips Petroleum Co facility
But, in the spring, we had losses man of Lloyd's Non-Marine Un- • Nationwide Mutual Insurance Most of Transamerica's losses in Guyama, Puerto Rico, was fully
from some storms in the $12 derwriters' Assn , said that he Co and affiliates may pay more are reinsured through contracts operational by the middle of last
billion range and we haven't seen "would hope that, at worst, it will than 40,000 property claims total- specifically covering this business week, after sustaining some dam-
any real effect on the market from mean that rate levels will be held ing $150 milllon in North Carolina written by Transamerica Premier, age in the stoi m
those," he explained at this year-end," instead of fall- and South Carolina, mostly for he said Although there was no firm esti-

"Unfortunately, Hugo is not sub- ing damage to personal property, said Other U S insurers-including mate on the damage to the facility,
stantial enough to cause a change Observers expect that, like the a spokesman for the Columbus, Travelers Corp , USF&G Corp , a spokesman at the company's
in pricing by insurers," he said damage caused by Hugo in the Ca- Ohio-based company SAFECO Corp , Allendale Mutual headquarters in Bartlesville, Okla,

Others agreed that Hugo will not ribbean (BI, Sept 25), the bulk of Nationwide retains the first $30 Insurance Co and Arkwright Mu- said it will be "substantially less
have an immediate effect on the the losses on the U S mainland million of a catastrophic loss and tual Insurance Co -said last week than $1 million "
market, though lt could move up will be personal lines losses 5% of the next $ 160 million in that they still could not estimate Phillips retains a $1 million
a market turnaround slightly "We are seeing tremendous rest- claims, he said their losses from Hugo property insurance deductible

"I suspect it won't have a pro- dential and personal lines losses • Continental Corp announced For instance, Richard J Roth, se- Losses above that amount are paid
found effect on pricing immedia- from Charleston up to Charlotte, last week that lt expects to include nior vp-marketing for Arkwright by the company's captive, Sooner
tely," said Herbert Goodfriend, a NC From the numbers standpoint, a $50 million pretax charge against in Waltham, Mass., said that al- Insurance Co in Vermont
stock analyst with Prudential- we have received 350 personal its third-quarter earnings, reflect- though he had -no idea" what A spokesman for the Federal
Bache Securities in New York lines claims," said Arnold Kessler, ing its net hurricane-related losses losses Arkwright would ultimately Aviation Administration's office in

"I think lt'S big, but lt'S not big a claims manager in the Charlotte, after reinsurance recoveries sustain as a result of Hugo, ltS Atlanta said airports on St Croix
A Continental spokeswoman said losses would probably not exceed and St Thomas were replacing da-

she does not yet have an estimate ltS $25 million net retention maged air traffic control towers
'It's still my gut feeling that the losses are not of the insurer's gross losses "As far as we're concerned, "The tower on St Croix was des-

Puerto Rican-American Insur- we've come through this in very troyed and the tower on Stsignificant enough to bring about any lasting ance Co, one of the largest insur- good shape," in large part because Thomas was heavily damaged," he
change in the pricing mechanism,' says Michael A. ers in Puerto Rico, is a Continental Arkwright's customers had built said The Air Force flew in tem-

unit their facilities up to Arkwright's porary towers, but it would be sev-
Lewis of Dean Witter Reynolds. However, losses "Continental has a substantial, highly protected risk standards, eral months before permanent

'may forestall' a further softening in rates. and historically quite profitable, Mr Roth said structures could be built and occu-

presence in Puerto Rico and the Likewise, Mr Maatman credits pled, the spokesman said
- Virgin Islands as well as an impor- loss control techniques for reduc- Although he had no estimates 01

tant distributor relationship in ing some claims costs the amount of damages to airports
enough to make a change in the NC, office of Marsh & MeLennan South Carolina, so Hugo will be Kemper underwriters, marketing on the islands, the spokesman said
market today," agreed Udayan Cos Inc particularly costly to us," said staff and claims staff had enough "it was substantial "
Ghose, an analyst with Shearson "From the commercial end, lt'S Continental Chairman John P Ma- warning of the storm to contact all A spokesman for Miami-based
Lehman Hutton in New York hard to tell at this point We have scotte in a statement of its HPR policyholders in North Burger King Corp said an unde-

Mr Ghose said he had predicted some customers who are reporting • The St Paul Cos Inc said last and South Carolina to give them termined number of Burger King
that the market will turn near the everything they can, but so far I week that it does not yet know loss-control advice, he said restaurants in Puerto Rico, the
tail end of 1990 This hurricane have not seen a claim that is earth- what ltS hurricane-related liabili- While Mr Maatman said that he U S Virgin Islands and South
will move up the timetable "maybe shattering," Mr Kessler said ties will be but that its pretax could not put a dollar figure on the Carolina sustained damage from
a quarter or so," he said "I anticipate that the biggest losses after reinsurance recoveries savings from this strategy, he was Hurricane Hugo He could not esti-

"There's too much excess capi- losses and claims will be in the will not exceed $50 million sure that lt had helped reduce mate the amount of damage
tal," Mr Ghose pointed out, ex- business interruption area But, lt • American International Group losses to Kemper policyholders The spokesman said restaurants
plaining that the property/casualty will probably be two or three Inc reported that Hugo will pro- Insurers and adjusters noted that owned by Burger King Corp are
insurance industry has an esti- weeks from now before we will be duce $35 million to $45 million in tallying the damage is a monumen- covered for windstorm damage
mated $15 billion to $20 billion in talking about business interrup- pretax losses, net of reinsurance tal chore, which has been ham- under a corporate policy but fran-
excess capital tion losses with our customers," he recoveries The losses occurred in pered by communications and chise owners are responsible for

Hugo "soaks up some of it, but said both Puerto Rico and the eastern other problems purchasing their own coverage
doesn't really soak up all of lt," he Corroon & Black's Ms Allison Caribbean 1Slands as well as the The AIG spokesman pointed out Both corporate-owned and fran-
said He added that the hurricane also predicted that "we'll get stung Carolinas that insurance adlusters had trou- chised restaurants were damaged,
will "help a little" in turning the when people realize the business An AIG spokesman declined 'to ble getting into storm-damaged he noted
market but "not right away " interruption losses in a couple of comment on the company's gross areas to assess losses Immediately

"It's still my gut feeling that the weeks " losses following the hurricane This story ts based on reports by
losses are not significant enough to "Business interruption losses The spokesman also said he did Local law enforcement agencies Mzchael Bradford in Dallas, Mark
bring about any lasting change in will take a bit of time to tally But, not know whether the Dupont were "very nervous" about looting A Hofmann zn Chzcago, Donna
the pricing mechanism," agreed I think insurers will be better able Plaza Hotel in San Juan, Puerto and barred adjusters from da- DiBlase m Los Angeles, Douglas
Michael A Lewis, first vp at Dean to assess these losses once they as- Rico, was damaged in the storm maged areas even after the adjust- McLeod, Judy Greenwatd and Mt-
Witter Reynolds in New York sess property losses," noted James' However, he added, "I would as- ers had identified themselves, the chad Schachner m New York, and
However, hurricane losses "may Mr Ruoff sume it has damage " spokesman said. "It certainly did Stacy Shapiro and Carolyn Aldred
forestall on a near-term basis any Several insurers announced last AIG acquired the hotel as part of hold up the process in the early zn London It was written by Man-
further softening" in property pri- week they would suffer huge an insurance settlement following going " agmg Edztor James M Burcke
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Section 89 that a sel f-insured health caze plan inatory classification part of the chairman of the group health and tests may have been the most vehe-
would have to cover a non-dis- test is sufficiently hberal that flexible benefits practice at The ment because they, unlike big busl-

Cont:nued from page 1 criminatory classification of em- many pension plans should pass Wyatt Co in New York ness, often could not afford the
in New York ployees-that compliance never For example, assume that 90% of While a new non-discrimination fees charged by consultants who

"Section 89 Iepeal is a steam- was considered a problem fol typi- a company's employees are not statute may be on the far horizon, had to be brought in to run Section
roller that would crush anyone cal group health care plans, benefit highly compensated If a pension benefit experts doubt that it would 89 tests
that gets in the way," added Frank consultants said plan covers 50% of highly compen- even remotely resemble Section 89 "Section 89 was something that
McArdle, a consultant in the The only plans with the potential sated employees, lt also would No one argued with the basic in- touched a raw nerve of the small
Washington,DC, office of Hewitt to have had difficulty with Section have to cover-based on the IRS tent of Section 89-assuring that business community," said Dirk
Associates 105(h) were executive-only plans table-13 75% of non-highly com- companies offer health care cover- Van Dongen, president of the Na-

' The Senate knows there is no And, if commercial insurers un- pensated employees to be consid- age to a bioad cross-section of em- tional Assn of Wholesaler Distrib-
political gain to be reaped by sav- derwrote an executive-only medi- ered non-discriminatory ployees and not Just high-paid ex- utors in Washington, D C
ing Section 89," said James Klein, cal plan, Section 105(h) did not No one knows for sure if the IRS ecutives The small business lobby found
deputy executive director of the apply -in the wake of a Section 89 re- However, the manner in which an ally in House Small Business
Assn of Private Pension & Welfare In the wake of the anticipated peal-would attempt to expand the that worthy intent was carried out Committee Chairman John La-
Plans in Washington, D C repeal of Section 89 and the res- proposed pension non-discrimina- became an abomination Falce, D-N Y, who introduced leg-

The Senate Finance Committee toration of Section 105(h), some tion classification test so that it Under Section 89, it wasn't islation earlier this year to repeal
this week likely will unveil its ver- consultants say it is possible that would replace the vague non-dis- enough, for example, to prove that Section 89 (BI, Feb 20)
sion of budget reconciliation legis- the Internal Revenue Service may cnmination standard in 105(h) coverage was made available to Eventually, more than 300 mem-
lation with a Section 89 iepeal attempt to put more teeth into But benefit experts note that the rank-and-file employees, lt alSO bers of the House signed on as co-
piovision tucked in 105(h) IRS has been campaigning for was necessary, undei one test, to sponsors of the LaFalce bill

Even though Section 89 is dying, They say the IRS might attempt years to have objective, mechanical prove whether a sufficient percent- That show of support eventually
employers still may have to comply to extend to health plans a new tests to replace vague facts and age of non-highly compensated persuaded Rep Rostenkowski,
with some type of non-discrimina- "non-discriminatory classifica- circumstances tests, like the stan- employees actually accepted cover- once a bedrock supporter of Sec-
tion rules for employee health care tion" test, which the IRS proposed dard in 105(h) age tion 89, to direct his staff to draft a
plans in May as part of new Section In fact, the preamble to the In all, there were four ma]or Section 89 reform proposal Re-

For example, in repealing Sec- 410(b) minimum coverage tests for 410(b) pension regulations suggests tests, including one requiring em- form proposals also were put to-
tion 89, the Dorgan amendment many pension plans the new non-discriminatory classi ployers to make difficult calcula- gether by the Senate Finance Com-
would restore a fairly obscure non- This pioposed test involves com- fication test should replace a gen- tions comparing the value of health mittee staff
disciimination part of the Internal paring-based on tables estab- eial facts and circumstances test care coverage provided to highly But the first two Rostenkowski

Revenue Code-known as Section lished by the IRS-the percentage that now covers flexible benefit and non-highly compensated em- proposals, while improvements
105(h)-that had been in effect of non-highly compensated em- and dependent care PIograms ployees over Section 89, still were very
several years piior to enactment of ployees with the percentage of While the extension of the 410(b) And, there were other problems complicated and did not attract
Section 89 highly compensated employees co- non-discrimination test to Section Under Section 89, each health care any meaningful support One of the

There was good reason little at- vered by a pension plan 105(h) 15, at this point, only a theo- coverage option offered by an em- proposals, in fact, would have had
tention was paid to Section 105(h), In addition, the percentage of retical possibility, it may never ployer-such as individual and a disastrous impact on flexible
which set non-discrimination rules non-highly compensated employ- even get past the Informal discus- family coverages and health main- benefit plans
for self-insuied health care plans ees in an employer's total work- mon stage tenance organization options-was And, while the Senate moved

The non-discrimination standard force is considered in running the Business lobbyists say that as considered a separate plan for quickly to pass a Section 89 reform
promulgated by Section 105(h) was tests Section 89 repeal moves through non-discrimination testing pur- bill, Rep Rostenkowski seemed in
so general-the law basically said Consultants say the non-discrim- Congress, a move may be made to poses As a result, Section 89 no rush to move his package

make sure that the current non- would have required some com- Some observers believed Rep
discrimination mandate in Section panies to lun tests separately on Rostenkowski made a fatal politi-
105(h) is not restored to the tax hundreds of plan options cal mistake by attaching his See-

Insurance services guide j code Or lawmakers may bai the These rules made collecting plan tion 89 reform proposals to a slow-
IRS from applying the pension Information and analyzing the data moving budget reconciliation bill,
plan non-discrimination rules to an enormously expensive task rather than coming out with a true

welfare plans For example, Marriott Corp in Section 89 simplification bill
"We will work with members to Washington, DC, estimates that it By the time Rep Rostenkowski

CASUALTY ACTUARIES, INC. IF YOU INSURE TRUCKING COMPANIES...
make sure that 105(hi is not res- spent $120,000 on Section 89 com- this month proposed legislation

· Loss Reserve and Rate Evaluations for tored or that 410(b) is not ex- phance, while benefit consultants that would have virtually repealed
Insurance Companies and Self-Insure Is D & A Consultants. tended," said Mr Klein of the said some companies spent three Section 89 with a new non-dis-
· Statutory letters 01 opinion on loss and Truck safety and truck accident APPWP times as much crimination statute (BI, Sept 18),
loss expense reserves consultants Hdqrs Phoenix, AZ No one doubts, though, that a Nationally, the compliance costs it was too late By that point, con-

12115 Lackland Road, Suite 370 P 0 Box 32675 new non-discrimination statute were staggering No one will ever gressmen, barraged with com-
St. Louis, Missouri 631464012 Phoenix, AZ 85064 will rise from the charred embers know for sure how much Section plaints from businesses during the

(314) 878-5002 - (602) 257-8824
of Section 89 89 compliance cost American bust- August recess, only were interested

In fact, House Ways and Means ness, but expelts say hundreds of in total repeal
Committee Chairman Daniel Ros- millions of dollars would be a very "If the last Rostenkowski pro-

InPhoto Surveillance Advertise in
tenkowski, D-Ill , said on the conservative estimate posal had been his first and had
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House floor last week that the Despite this enormous cost, no the Ways and Means Committee
FAX your advertisement for the next Issue8 issue of non-discrimination rules objective, systematic research was acted quickly, things might have

FAX: 312/280-3189

- 800-822-8220 for health care plans will not go conducted and no hearings were very well been different," said
PHONE: 312/649-5340

away held before Section 89 became law Hewitt Associates' Mr McArdle

FAX: 800-752-0720
Contact Margaret Hiki(jo The advocates of Section 89 re- 'There was no attempt to deter- While new non-discrimination

to reserve space
peal "have this House in full re- mine what problem, if any, really rules, as Rep Rostenkowski prom-
treat Section 89 may go away, but existed There was no attempt to ises, might be drafted, "Employers'

-  the issue of fundamental health fashion a solution to any specifics three-year Section 89 nightmare 15
care protection for rank-and-file Section 89 was Just added to the about over," said Edward J Davey

RISKMASTERTM Software Americans will not We'11 be back tax code," said Rep Silvio Conte, a principal with Foster Higgins in
to fight another day," Rep Rosten- R-Mass New York

by • GENERAL CLAIMS kowski said But businesses slowly discovered The effective date of Section 89,

Tittingbast • WORKERS' COMP "It is unrealistic to think that the ploblems that Section 89 originally Jan 1, 1989, has been
• VEHCLE ACCDENTS there will not be non-discrimina- would create and this year began delayed the Treasury Department

4 71,wers brrin company • CHECK WRITING tion rules in the future Discrimi- to lobby foz repeal several times this year Until re-

ONSITE TRAINING
• EXP. MODIFICATION FACTORS natory benefits are not politically The loudest complaints came peal, the law's effective date 18
• ACTUARIAL REPORT»(G acceptable," said Lance Tane, from small businesses Their pro- Dec 1
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Pension tax proposalInstalled,n Over 38 States & Canada

For Marketing Questions or to Attend a Free Seminar, Call (313) 567-6616
Continued from page 2 she predicted ride out the fluctuations," Mr
a result, employers ould have to For defined contribution plans, Schneider said
increase their contributions to the "the tax would reduce the accumu- And, the proposal would ulti-
plans, asserted David Hunt, an ac- lation of the funds that would be mately affect the way employers

•lhIh INSURANCE SOFTWARE PACKAGES, INC. tuary in the Rowayton, Conn, of- available in the future to provide choose their pension managers, ac-
fice of Hewitt Associates benefits," said Ms Proffer cording to Mercer's Ms Proffer

Value Leaders In Risk Management Sojtware "Actual·les have to make their Plan members would realize a Portfolio turnover has not been a

Full Function Claims Management Systems best estimate on the future return reduced rate of return on their ac- key element in the decision to se-
of a pension plan If the govern- counts because the tax has auto- lect pension managers, but now it

Ideal For Self Insureds, TPA's, Associations & Carriers ment taxes some of those returns, matically made any short-term would become a major considera-

O WORKERS' COMPENSATION O GENERAL LIABILITY the actuary has to lower the future gains 5% to 10% less profitable, tion, she said

0 EMPLOYEE HEALTH BENEFITS 0 COMMERCIAL AUTO return assumption The company she said "Employers would have to look
O MEDICAL FEE SCHEDULE & BILL REVIEW O RONSURANCE REPORrING has to make up the shortfall, and Mr Hunt pointed out the legisla- for pension managers who have
O MULTI-LINE LIABILITY O LOSS FORECASTING contributions go up," he said tion probably would not generate demonstrated success at imple-

-z f> 0 CORRA Carol Proffer, managing director much additional revenue "On one mentation of a specific investment
for William M Mercer Meidinger end, the government lS taking in process," she said
Hansen Inc 's Southwest region in revenues as a result of this tax, but Pension experts also have ques-installations \0*ast_I*3>4* Call For A Free Demo Diskette

Micro & Network Veisions Available Dallas, agrees the government would be losing on tions regarding the "moral" di-
"An actuary looking at the as- the other end because of an in- lemma pension managers might

sumption for a plan would have to crease in tax-deductible employer face when deciding investment ac-
take into account the taxes arising contributions " tions for the plan A prudent ex-

INSURANCE SOFTWARE PACKAGES, INC

13= 5118 N 56th Street, Tampa, FL 33610 from the turnover of the portfolio Because this proposal seeks to change of short-term assets might
US BOO) 237-8133 FL (813) 621-6069 and adjust the assumption down encourage pension plans to make be delayed by a manager because

In reducing the assumption, the more long-term investments, plans of the threat of the tax, said Mr
pension benefit value increases, so would have to withstand a greater Schneider of Wyatt
more (funds) have to come from degree of stock market turbulence, But Ms Proffer believes employ-

For advertising information in the INSURANCE SERVICES GUIDE other sources," she said said Philip Schneider, a consultant ers will ]ust alter their investment
Contact Margaret Hikido 740 Rush Street Chicago Illinois 60611 "It is hard to say how many with The Wyatt Co in Chicago strategy "Pension plans will re-

Telephone (312) 649 5340 plans would be affected, but con- ''If you take a long-term pros- strict their short-term trading to
tributions overall would go up," pective, you have to be willing to resist the tax " .
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Capping return on equity  Bl Insurance Index
604

encourages flight of capital 602 -

600

By MYRON M. PICOULT risk The increased risk, in turn, requires a prospective writeoffs of reinsurance recovei - 598

Special to Business Insuiance higher return on equity ables

Furthermore, there is no differentiation ap- We have been somewhat surprised by the 596

E RECENTLY RETURNED from Call- parently being permitted between well-run, ef- relatively recent strength of those insurers withfornia where we were both an observer ficient companies and less-efficiently managed substantive premium exposure to property/ca- 594
and a participant in the hearings dealing with insurers This methodology further undermines sualty lines of business in California affected by
the rate rollbacks a la Proposition 103 and the the financial integrity of the property/casualty Proposition 103 It appears that some mvestors 592
California Insurance Department's attempts to insurance business, which already has enough found some comfort after the California Insur-
determine what is a "fair and reasonable re- problems ance Department specified the rollbacks to be
turn" for property/casualty insurance com- With respect to the cap on returns on eq- sought from various Insurers

590,3
panies uity, the following should be noted For the We find that perplexing The property/ca- qi/0 00 1)<4 4'. 9 * 9/9, qJu

The first company to face the process was 15-year period from 1973 to 1987, the prop- sualty insurance environment m California re- 81114 * 11;[; tin Dilf 4197tl
Allstate Insurance Co In essence, the first two erty/casualty insurance industry's aggregate re- mams very tenuous The sought-after rollback Sout fluiduy In IHI,monal lilli-
days of hearings were a circus without a ring- turn on equity, as measured by data compiled figures do not really clarify the situation They
rnaster by the Insurance Services Office Inc, averaged will not be the final guideline but only an initial Insurance industry stocks shot up last week, as

Initially, the heanngs pointed up the mfight- 10 2% step m that, if approved, the rollbacks represent the Bus,ness insurance index rose 46 points to
ing among the parties in If the California Insurance Department's that which will be both currently and prospec- 602.2 on Sept. 29, from 597.6 on Sept. 21. Ad-
favor of the rollbacks Nu- 112% cap on return on equity had been in tively lost by the insurers vancing issues were led by NAC Re Corp, up
merous danghng participles Furthermore, the rollbacks are a dangerous 8.4%, Tokio Marine & Fire Insurance Co Ltd,
prevailed and are not hkely I precedent up 7.5%, and FHP International, up 6.9%. De-

4/////// to be solved soon Higher leverage is an The entire process is proving to be more cliners followed Frank B. Hall & Co Inc., down
The second company to go unwieldy than expected There is just no way 83%; Protective Life Corp., down 58%; and

through the process was indication of higher risk. the Insurance Department can complete its Nobel Insurance Ltd., down 56%. The most ac-
SAFECO Corp The SA- The increased risk, in turn, work properly by early November The called- tive issue was Sears, Roebuck & Co (Allstate),
FECO sessions were held m for "generic" heanngs to be held in a few weeks 3.5 million shares traded. The Bl index gained
a much more civilized en- requires a higher return underscore the circus atmosphere The various 0.77% for the period, the Standard & Poor's 500
vironment and handled in a on equity. parties cannot make it through hearmgs on one Index, gained 0.84%; the New York Stock Ex-

Mr. Plcoult more pragmatic manner by company in an allotted time frame, no less 270 change Composite, grew 0 72%, and the Dow
the administrative law companies in one place at one time Jones 30 Industrials, was up 0.55%.

judge Notwithstanding the time and effort involved
It is our perspective that the parties seek- place, the average return would have declined to date, it seems that the whole ball of wax will ,| British issues

ing to roll back California property/casualty to 8 6% end up back in the courts no matter who wins i 1 Week
Insurance rates are trying to accomplish their Neither ROE is sufficient, and the 8 6% return this round This looks like a three-'to five-year Sept. 29 Pnce P/E Div Yield High-ow
goal through gerrymandered methodology is totally deficient and would, we believe, en- battle that will ultimately have to be settled by Companies pence pence % pencepence

In essence, the California Insurance Depart- courage a withdrawal of capital from the prop- the state Legislature, where it should have been Comml Union 450 188 29 3 65 451-442

ment is seeking to increase the industry's pre- erty/casualty insurance business settled initially Gent Accident 1106 110 680 6.1 1105-1085

mium-to-surplus ratio to approximatelq 265- Contrary to the belief held in some circles, Return on equity is a measurement of the Gdn Royal Exch 227 145 157 69 225-224

to-1,while at the same time placmg a cap on the the property/casualty insurance business is not efficiency with which a company employs its Royal 455 139 340 75 457 -454

return on equity that an insurance company can an eleemosynary institution As noted earlier, stockholders' funds It is a benchmark that de- Sun Alliance 315 92 170 54 318-314

earn without providing any downside protec- capping return on equity would encourage a termines the willingness of investors to commit Brokers
tion flight of capital from the property/casualty in- new capital to a company or an mdustry Bradstock 197 135 100 51 203-197

This is totally inconsistent surance industry Hence, an environment in California that fos- CE Heath 465 133 345 74 468-465

Higher leverage is an indication of higher This should be recognized within the con- ters below-average industry returns cannot be Hogg Robinson 147 101 93 66 147-142

text that we suspect that the industry has a tolerated Uoyd lhompson 229 153 93 41 229--225

further problem in attracting capital because For insurers ivith relatively small premium PWS Holdings 53 133 33 63 53-53

Myron M Plcoutt zs senzor vp and senzor of sub-par returns on equity over the past 15 exposures, the decision seems to be fairly easy Sedgwick Grp 259 18 2 16 7 64 260-255

insurance analyst with Oppenhetmer & Co years, the fact that ROEs in 1988 fell below Entities with a major chunk of their business in Steel Brrl Jones 234 146 153 66 234-234

m New York He is the past pres:dent of the investor expectations (relative to the prior California have a more difficult decision
Willis Faber 237 167 153 65 238-232

Source Philip Olsen/Alan Clifton, Insurance Industry
Assn Of Insurance & Fmancial Andysts and 1978-79 peak figures) a weakened capital base, Notwithstanding, this is clearly Custer's Last Speetahsts Kitcat & Aitken Stockbrokers,
a member of the New York Society of andaninability toaccretecapital today because Stand for the property/casualty insurance in- London

Secunty Analysts of the impact of the Tax Reform Act of 1986 and dustry .

1

Bl industry Stock Report SEPT. 29, 1989 9/22/89 THROUGH 9/29/89

Weekl, Year to Date Annual Mkvak Weekly Year to Date Annual MkVBk

Pice % chanp % change High Low Vol (000) $ Div % Yield P/E Book value value Price % change % change High Low Vol (000) $ Div % Yield P/E Book value value

BROKERS

Kemper Corp NYS 45.88 0 27 9521 47.25 22.75 261 084 1.83 8 2891 159

Alexander & Alexander NYS 2900 4.50 24.73 29.75 2263 247 1 00 3.45 17 2.90 1000 Lawrence Insurance Group ASE 7.25 3.33 9.38 1125 663 4 0.24 331 16 3.19 2.27

Corroon & Black NYS 35.13 1.42 1063 37 38 29.13 162 124 353 15 7.62 4.61 Liberty Corp NYS 37.50 100 3.09 40.50 3250 14 080 213 21 2117 177

Gallagher Arthur J & Co NYS 22.00 000 2941 24.75 1588 10 _ 052 236 15 533 413 Lincoln National NYS 54.50 159 2601 56.88 42.75 91 2 48 4.55 14 3921 1.39

Frank B Hall NYS 2.75 833 8.33 4.63 2.50 100 000 000 1 N/A N/A NAC Ae Corp OTC 3550 8.40 7179 35.75 1950 252 0.20 0.56 16 2281 156

Hilb Rogal & Hamilton OTC 20.25 000 46.08 21.00 1025 50 020 099 18 4.60 4.40 Navigators Group OTC 27.25 180 32.93 27.75 1825 7 0.00 0.00 10 1522 179

Marsh & McLennan NYS 71.50 400 2883 72.13 5500 566 2.50 3.50 17 6.48 1103 Nobel Insurance LTD OTC 2.13 5.56 54.05 650 150 41 037 1741 2 7.76 0.27

Poe & Associates OTC 8.75 606 0.00 975 8.00 0.40 4.57 10 1.43 612 NWNL Companies

Ohio Casually Corp

OTC 3625 1.04 1789 4063 2688 486 1.20 3.31 12 37.50 0.97

BROKERS AVERAGE 07 18 8 26 13 OTC 47.00 105 31.47 50.75 33.25 101 2.08 4.43 7 33.30 141

Old Republic Int I OTC 27.75 229 22.05 28.50 22.63 72 0.74 2.67 13 2660 1.04

CONGLOMERATES & HOLDING COMPANIES 0.08 Capital Corp NYS 27.00 182 6875 28.25 1388 181 0.84 3.11 7 1293 2.09

Phoenix RE Corp OTC 1025 125 513 1100 8.75 56 000 0.00 6 1299 0.79

Protective L,le Corp OTC 14.25 5.82 755 1625 1288 66 0.70 4.91 36 1454 0.98
Berkley W R Corp OTC 40 25 321 3586 40.75 27.38 290 040 099 8 21.28 189

Prov,dent Life OTC 2675 0.00 38.06 28.75 17.75 267 068 254 9 1260 212
Berkshire Hathaway Inc NYS 8675 0 2.18 86 56 8725.00 4600.00 000 000 131 246863 351

Re Capital Corp ASE 12.13 2.06 3108 1288 7.88 3 0.00 0.00 11 1071 113
ITT (Harttord Group) NYS 6000 0.42 1970 64.50 47 75 1705 1.48 247 10 56.33 107

ALI Com
Sears (Allslate)

NYS 850 0.00 11.48 9.38 7.13 20 0.40 4.71 8 2324 0.37
NYS 42.13 2.60 4.33 4813 3725 3466 200 4.75 14 36.09 117

St Paul Companies OTC 5750 2.13 33.72 6025 40.50 709 220 383 7 3200 180
CONGLOMEAATES AVERAGE 08 366 21 41

SAFECO Corp OTC 3288 151 4064 34.75 23.13 849 120 365 8 24.88 1.32

SCOR U S Corp NYS 11.75 000 36.23 12.13 6.88 94 0.20 170 9 1035 114

Seibels Bruce Group OTC 10.75 119 4.44 1363 1025 215 0.80 7.44 12 13.42 0.80

INSURERS/REINSURERS
Selective Ins Group OTC 1800 2.07 2174 18.75 14.50 33 0.96 533 6 22.33 081

Statesman Group Inc OTC 2.75 451 4.35 4.00 238 45 0.05 1.82 28 3.48 0.79

Aelna Life & Casualty NYS 5688 0.66 2133 60.13 46.00 1454 2.76 4.85 8 58.11 0.98 Tokio Marine & Fire OTC 75.25 750 1798 98.00 66.00 23 023 031 46 N/A N/A

Ambase Corp NYS 1563 0.03 4045 1638 1050 378 0.20 128 5 1866 0.84 Torchmark Corp NYS 45.38 2.82 48.77 4900 2938 207 1.40 3 09 13 1224 371

American General NYS 3600 033 2000 38 50 29.50 812 1.50 4.17 9 2804 128 Transamenca NYS 46.88 3.29 40.45 45.75 30.38 1005 192 410 10 30.70 153

American Heritage NYS 27 63 138 8.33 2850 2500 3 1.20 434 10 2247 123 Trenwick Group Inc OTC 17.75 000 24.56 1950 13.13 19 036 203 9 1691 105

American Indemnity/Fin I OTC 9.75 250 714 1300 9.50 8 0 56 5.74 12 1738 0.56 United Fire & Casually OTC 3450 2.22 1311 34.50 26.63 5 1.20 3.48 7 2256 153

American International NYS 100.00 5.95 50.09 9925 6175 1321 0.48 048 12 3355 298 USF&G Corp NYS 30.00 244 3.45 34.00 2850 1212 280 933 16 22.57 133

Aon Corp NYS 33.88 4.58 22.62 3800 26.00 653 1.40 4.13 11 1667 2.03 UNUM Corp NYS 41.00 1.54 53.27 40.75 24.63 470 060 1 46 12 30.64 1.34

Argonaut Group OTC 6650 1.92 52.87 6675 4175 21 1.00 1.50 9 3683 181 USLIFE Corp NYS 4500 217 30.91 48.13 32.88 408 1.40 3.11 10 54.27 083

AVEMCO Corp NYS 2600 0.97 146 2750 2263 4 0.40 154 14 9.20 283 Washington National NYS 2600 000 2.35 2913 2400 9 108 415 25 3233 0.80

Baldwin & Lyons Inc OTC 2050 184 41.38 20.50 1438 33 0.20 0.98 7 1757 117 Zenith National Ins NYS 19.25 0.63 9.22 21.50 1500 8 084 4.36 9 1361 141

Belvede,e Corp ASE 450 000 0.00 6.50 425 3 004 089 7 8.43 053 INSURERS/REINSURERS AVERAGE 01 243 32 13

Chandler Insurance OTC 1163 004 55.00 1225 5.75 45 0.00 0.00 7 9.53 122

Chubb Corp NYS 7850 047 3593 7938 53.75 425 2.32 2.96 9 5350 147 HEALTH MAINTENANCE ORGANIZATIONS
CIGNA Corp NYS 61.50 123 32.97 6388 45.75 470 2.96 4.81 10 53.08 116

CNA Financial Corp NYS 8788 292 49.57 8850 5600 165 000 000 10 5452 1.61
FHP International OTC 46.50 6.90 295.74 45.25 10.88 244 000 000 22 3.54 1314

Continental Corp NYS 3488 1.06 8.98 45.00 31.50 697 260 7.46 73 42.10 0.83
HMO America Inc OTC 9.00 1.35 859.49 10.63 081 335 000 000 16 112 8.04

Durham Corp OTC 31.75 000 078 33.00 31.75 7 092 290 28 26.32 121
Pacilicare Health Sys OTC 22.75 4.21 8200 2625 5.63 90 000 0.00 27 635 3.58

Remans Fund NYS 37.38 262 28.33 39.25 28.38 408 0.60 1.61 10 32.74 114
Saleguard Health Enter OTC 1088 0.05 102.33 1113 413 35 0.00 0.00 17 299Fremont General Corp OTC

3.64
15.75 2.36 2600 1825 1063 90 080 5.08 227 1761 0.89

Sierra Health Services ASE 6.38 4.00 29231 8.25 125 212 000 0.00 6 1.59 401Fiontier Insurance Group NYS 19.75 0.65 7737 2175 950 14 0.00 0.00 10 7.53 252
United Healthcare Corp OTC 11.50 2.13 17059 1263 388 1205 0.00 0.00 5

General RE Corp NYS
031 3710

8113 536 47.50 80.50 53.13 871 1.36 1.68 13 2904 2.79
United Medical Corp ASE 681 0.93 26.75 6.88 413 12 000 000 2 411 166

Hanover insurance Co OTC 2963 170 11.79 30 25 25.50 101 0.44 149 7 31.47 094
U S Heallhcare OTC 12.25 000 11778 1388 4.88 1406 0.23 1.88 60

Harleysville Group OTC
2.87 4.27

22.75 109 28.17 24.13 14.88 44 060 2.64 8 1894 120
Mlestern Health Plans ASE NA NA NA 150 0.13 0 000 NA 0.82 NA

Hamord Steam Boiler OTC 53.75 190 4527 55.75 30.50 83 160 298 14 1304 412
HMOS AVERAGE 08 2163 02 11

Kansas City ble Ins OTC 3588 1.06 474 41.00 2925 8 104 290 12 3922 091
ALL COMPANIES AVERAGE 02 46 9 27 14

System design Nordby International inc
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Wasn't that the first railroad to

steam intoTopeka?
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Unless you're in insurance, you might not know we engineered the first American accident and health insurance pool back
in 1967. Today we manage four pools for 48 member companies with a current earned premium in excess of $150.0 million
and a per occurrence capacity of $70.0 million. Making us the super chief in the field.

Fueling our success is our ability to create advanced products that set the pace for the industry. Right now, for example,
we offer a comprehensive program for long term care. We tracked the field thoroughly so we can give you
everything you need to enter this hotly competitive area with a full head of steam.Want that kind of power? Call our offices in Atlanta, Chicago, Dallas, New York, Philadelphia, Portland, Maine, San Francisco or Seattle. See why you really should hook up with us now. DUNCANSON & HOLT, INC


