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Congress limits
child-care FSAs'

value to workers
By JERRY GEISEL

WASHINGTON-Employees that use flexible spend-
ing accounts to finance child-care expenses will lose
valuable federal tax credits under a welfare reform bill

passed by Congress late last month.
Starting Jan. 1, an employee's child-care expenses

eligible for federal tax credits will be directly offset by
the amount the employee contributes to an FSA for
child-care expenses.

Taxpayers now can take tax credits of between 20%
and 30%-depending upon their income-for up to
$2,400 of annual dependent care expenses for one child
and $4,800 of expenses for two or more children.

In addition, employees can finance up to an addi-
tional $5,000 of expenses through pretax contribu-
tions to FSAs or through direct employer contributions
to the account.

For example, under current law, an employee with
$3,000 in dependent care expenses could finance a
portion of the expense with a $600 pretax contribution
to an FSA and collect a federal tax credit on the

remaining $2,400 of expenses.
By contrast, under the new offset rule contained in

the welfare legislation, H.R. 1720, an employee with
$3,000 of child-care expenses who makes a $600 pretax
contribution to an FSA will be able to apply only
$1,800 of expenses toward the federal tax credit.

Some employees with big child-care expenses will be
walloped by the new offset rule.

For example, an employee with two children and
$9,800 in dependent care expenses currently can fund
$5,000 of those expenses through an FSA and receive a
federal tax credit for the remaining $4,800 of expenses.

Under the offset rule, though, $5,000 contributed to
an FSA will wipe out the use of tax credits for the
remaining expenses.

And, while surveys show that relatively few employ-
Continued on page 89

Update
Judge rules workers over 65

entitled to pension contributions
LOS ANGELES-Employers cannot

halt contributions to defined contribu-

tion plans for workers who reach age 65,
a federal judge has ruled.

In addition, employers cannot freeze
benefit accruals under defined benefit

plans for employees over 65, the judge
said:

Such practices by Farmers Group Inc.
constituted age discrimination, ruled
U.S. District Judge Terry J. Hatter Jr.

The ruling, which is expected to be
Continued on next page

Dukakis, Bush clash
over benefit agendas

By JERRY GEISEL

WASHINGTON-The two major presidential candidates
offer voters a clear choice on several employee benefit issues.

While Massachusetts Gov. Michael Dukakis vows to

broaden health care coverage by proposing legislation to re-

quire employers to offer health care coverage to workers,
Vice President George Bush vehemently opposes such a gov-
ernment mandate.

"I think it is time that when you got a job in this country, it
came with health insurance," Mr. Dukakis said last month in

the first televised debate with his Republican rival.
"That's the way we're going to provide basic health secu-

rity for all the citizens of this country of ours," said the
governor of Massachusetts, which this year enacted a statute
requiring employers to offer minimum health care benefits
(BI, May 2).

But while Vice President Bush also favors expanding

health care coverage, "I don't want to mandate it and risk
setting the (economic) recovery back," he said during the

debate, adding that such a mandate would cost employers
$35 billion to $40 billion.

Instead, Mr. Bush favors allowing more lower-income
workers to buy health care coverage through an expanded
Medicaid program.

"What I will do is permit people to buy into Medicaid. I
believe that is the answer," he said. Medicaid needs to be
made more flexible "so people at the lowest end can buy in

there and get their needs covered."
The candidates also differ sharply on another benefit issue

that is certain to be on the presidential and congressional
agendas next year: expanding long-term health care coverage
for the nation's growing pool of retirees.

Mr. Dukakis strongly supports legislation, introduced by
Reps. Claude Pepper, D-Fla., and Edward Roybal, D-Calif.,
that would have created a massive federal program to pro-
vide home health care benefits to the elderly. The bill was
soundly defeated by the House in June.

"As president, I will support and sign the Pepper-Roybal
long-term health care bill," Mr. Dukakis said of the measure

Continued on page 90

Photo: AP/Wide World

George Bush and Michael Dukakis hold opposing views
on mandating employer-provided health care benefits.

Competition to reign during renewals
By KATHRYN J. McINTYRE

WHITE SULPHUR SPRINGS, W.Va.-
Commercial insurance buyers can expect ad-
ditional rate decreases when renewing most
property/casualty insurance policies this fall
and early next year, agents, brokers and in-
surance company executives agree.

The competitive property/casualty insur-
ance market is expected to last at least until
mid-1989 and more likely into 1990, most
market insiders agree.

And, the competition will continue despite
the fact that most rates, especially depressed
property rates, could be inadequate now to
produce a profit for insurers, they say.

However, no one expects insurers to com-

pete so fiercely that rates fall to the depths
of the early 1980s. As a result, no one expects
to see another violent upswing in prices
when insurers' appetite to write business is

NACSA/NACSE
CONFERENCE

The Greenbrier

diminished by poor results.
Rate decreases of 10% to 20% can be ex-

pected on upcoming renewals, except for
surety and workers compensation insurance,
for which rates will increase. The most com-

petitive lines include umbrella and excess li-

ability insurance.
This is the consensus of

the nation's leading prop-
erty/casualty insurance
brokers and insurance and

reinsurance company ex-
ecutives gleaned from for-
mal and informal inter-

views during the annual joint meeting of
the National Assn. of Casualty & Surety
Agents and the National Assn. of Casualty &
Surety Executives at The Greenbrier last
week.

The first Saturday in October the nation's

leading producers of property/casualty in-

surance and executives of U.S. insurance

and reinsurance companies gather at the
West Virginia resort for five days of business
meetings and socializing.

In addition to association business, con-

ducted at early morning breakfast meetings
beginning at 7:30 a.m.,

formal speeches are deli-
vered at morning sessions
Monday through Wednes-
day.

The subjects of
speeches: alternative mar-

kets, tort reform, guaranty
funds and agency-company relationships.

The organized functions are completed be-
fore 11 a.m. tee-offs.

Business continues during golf games and
between tennis matches and into the evening
at receptions and dinner parties.

Insurance company executives wine and

dine their leading producers of business, and
the agents and brokers swap market infor-
mation. Reinsurance company executives,
meanwhile, meet with and entertain their

leading ceding company clients.
Major brokers also have used the meeting

to identify and meet with leading agencies
they might want to acquire. This, however, is
becoming less of a factor than in years past
due to the recent cooling of acquisition ac-
tivity by the national brokers.

This year's most frequent topics of infor-
mal conversation were price competition, the
impact of higher taxes owed by insurers and
the antitrust litigation brought against in-
surers and their trade organizations.

The conspicuous absence of two leading
property/casualty insurers from the confer-
ence also led to rumors about their ratio-

nales, and some speculation circulated that
Continued on page 92
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Update High Court agrees to review
Farmers plan discriminatory
Cont:nued frompremouspage dispute over asset reve rsion
appealed by Farmers, could result in total pension and profit shar-
ing payments of $5 million to the plaintiffs, said Cathy Ventrell- By DEBORAH SHALOWITZ employees' benefits on the basis of retirement at age
Monsees, an attorney for the American Assn of Retired Persons, and STACY ADLER 65 The employees claim their benefits should have
which filed suit against the Los Angeles-based insurer in 1986 on been calculated on the basis of retirement at age 62
behalf of 85 current and former Farmers employees WASHINGTON-The Supreme Court this year will Mead recovered more than $10 million in excess

In the class-action suit, the AARP charged that the insurance review whether a company must use the excess assets assets from the plan termination
group froze profit-sharing contributions and did not account for of a terminated defined benefit pension plan to pay In its petition for Supreme Court review of the case,
additional years of service once employees reached age 65, Ms employees the value of early retirement supplements Mead argues that the 4th Circuit's decision "will
Ventrell-Monsees said But for the second time the high court stayed out of seriously impair" the administration of the Employee

As of Jan 1, 1988, employers have been prohibited from limiting the controversy over coverage for hazardous waste Retirement Income Security Act and "conflicts with
the pension benefits of older employees under amendments to the cleanups by declining without comment to review a thousands of rulings" by the Internal Revenue Service
federal Age Discrimination Act, the Employee Retirement Income recent coverage ruling and the Pension Benefit Guaranty Corp
Security Act and Section 411 of the Internal Revenue Code Those In addition, during the first week of its new term, the Last year, the IRS placed a temporary hold on issu-
requirements apply to employees age 65 and older who were em- Supreme Court paved the way for Manville Corp to ing determination letters to employers in eight states
ployed as of Jan 1 and who are participants in defined benefit begin implementing its reorganization plan that wished to terminate overfunded defined benefit
pension plans, Ms Ventrell-Monsees explained The employee benefits case, B E Tilley, et al, us plans following the 4th Circuit's decision

However, those regulations do not apply to "people who retired Mead Corp , involves an April 1987 decision by the 4th After considering the decision, however, the IRS
prior to Jan 1, 1988, and for those 65 and over who are participants U S Circuit Court of Appeals in Richmond, Va, in lifted the hold and issued a memorandum that employ-
in defined contribution pension plans," she said favor of plan participants That ruling reversed aUS ers that terminate overfunded pension plans do not

Judge Hatter's ruling makes it clear that all employees are enti- District decision in favor of Mead (BI, Aug 17, 1987) have to pay participants benefits they would have
tled to benefit accruals for service past age 65, she asserted Dayton, Ohio-based Mead acquired the Lynchburg earned had they remained in the plans until retirement

"The impact of this case lS that there may be some Implications as Foundry Co ln 1968 and subsequently formed a de- (BI, Oct 19,1987)
far as requiring pension accruals on a retroactive basis" for em- fined benefit pension plan for employees But when Mead also told the Supreme Court that upholding
ployees who retired prior to Jan 1, agreed Cheryl Fells, a principal Mead sold Lynchburg Foundry in 1983, the pension the 4th Circuit's decision will "spawn burdensome liti-
and technical consultant in the New York office of TPF&C, the plan was terminated gatlon" mvolvlng previous penslon plan termmattons
benefit consulting division of Towers, Perrin, Forster & Crosby Inc The normal retirement age under the pension plan "It's pretty significant" that the high court agreed to

A Farmers spokesman pointed out that Farmers' plans complied was 65 However, employees age 62 with 30 or more hear the case, said Seth Tievsky, an attorney with The
with federal law prior to Jan 1 The insurer on Jan 1 amended ltS years of service could retire early and collect benefits Wyatt Co in Washington
plans to comply with the new regulations, he said The six plaintiffs m the lawsuit had completed the However, since the appellate ruling was unclear "as

So far, one other similar suit has been filed in Connecticut, and length of service requirement to be eligible for early to the provisions of the plan that were being inter-
there have been several age discrimination complaints filed with retirement but had not yet reached age 62 when Mead preted, lt's difficult to say whether the decision
the Equal Employment Opportunity Commission, Ms Ventrell- terminated the plan in August 1983 (will) apply to most plans or only to plans with very
Monsees said When Mead terminated the plan, it calculated the six Continued on page 92

Family leave bill withdrawn
WASHINGTON-A bill requiring employers to grant workers Georgia says Teale's firm

unpaid leave for serious illnesses and the birth or adoption of chil-
dren was withdrawn Friday from further Senate consideration

After a motion by Senate Majority Leader Robert C Byrd, D-
W Va, to limit debate on the measure was defeated, Sen Byrd cannot write for Victoria
pulled the bill from consideration so the Senate could move on to
other legislation during its limited remaining time By DOUGLAS McLEOD agreement

The bill, S 2488, would have required employers with 50 or more However, Mr Gordon-Seymour said in an interview
workers to give employees 10 weeks of unpaid leave in a one-year ATLANTA-The Georgia Insurance Department has that TRT and Mr Teale have no binding authority for
period in the event of a serious illness and 10 weeks of unpaid leave rejected a proposed underwriting management agree- the insurer and may only submit business to Victoria
within a two-year period for the birth, adoption or serious illness of ment between Victoria Insurance Co Ltd and TRT As- Nevertheless, Victoria has received copies of policies
a child Employers would have been required to continue paying all sociates Inc, an Atlanta firm headed by Alan Teale, bound by Mr Teale's companies, and Victoria is hon-
health insurance benefits during the unpaid leave (BI, Oct 3) former president of the now-defunct Insurance Ex- Ortng those policies, he added

A House version of a parental leave bill, H R 925, has not change of the Americas Mr Gordon-Seymour and an Insurance Department
been scheduled for floor debate and probably will not be consid- Victoria submitted the proposed agreement for In- spokesman say they both have protested Mr Teale's or
ered this year surance Department approval Sept 12, despite re- TRT's claims to have underwriting authority for Vic-

cent protests by its own management and the Insur- toria

Pension liability limited ance Department that Mr Teale has incorrectly In an Aug 12 letter to Mr Teale, Georgia Deputy
represented himself as an underwriting manager for Insurance Commissioner Hugh Edenfield obiected to

WASHINGTON-The chief executive officer or dominant share- the company since resigning as a director and officer Mr Teale's use of Victoria letterhead in correspon-
holder of a corporation cannot be held liable for the corporation's last year dence Mr Teale signed as "underwriting manager "
delinquent pension contributions, a federal court has ruled In a Sept 21 letter to Victoria's attorney, Insurance "Your use of this company's letterhead conveys the

The U S District Court of Appeals for the District of Columbia Commissioner Warren D Evans said the proposed false impression of your continuing to represent (Vic-
last month ruled that the Employee Retirement Income Secu- agreement was not in compliance with the state's in- toria) in an official capacity," Mr Edenfield said in
rity Act provides no basis for holding these individuals personally surance code However, Mr Evans did not explain how his letter
and directly liable "There is nothing in the legislative history that the agreement failed to comply "We have notified many insurance departments that
suggests that Congress meant to expand that liability beyond par- Georgia law requires the Insurance Department to this authority ceased as of Dec 30, 1987 Therefore,
ties who m a (pension) plan or collective bargaining agreement approve all underwriting management agreements any contact you have with any insurance department
obligated themselves to make those contributions," the court said with domestic insurers, according to a department or the public should correctly convey your relationship
"In this case, that party is the corporation itself " spokesman with (Victoria) "

The ruling stemmed from litigation between the International The department has not approved any such agree- But, a Sept 29 statement Mr Teale sent to a TRT
Brotherhood of Painters and George A Kracher Inc The court said ments for Victoria, which had ltS license suspended producer regarding Victoria'S suspension was on let-
it would be "foolhardy" to hold Mr Kracher responsible for the last month, the spokesman said (BI, Oct 3) terhead reading, "TRT Associates Inc, Underwriting
pension plan, saying such an interpretation of ERISA would mean Victoria President Charles Gordon-Seymour-who Managers for Victoria Insurance Co Ltd (A company
that every employee with some responsibility for a corporation's Joined the insurer when Mr Teale resigned as an exec- admitted in the state of Georgia) "
employee benefit plan also could be held liable utive vp and director last Dec 30-declined to com- The statement describes TRT and Fenmar Interna-

ment on why Victoria submitted the proposed TRT Contznued on page 99

Suit seeks to enforce Prop 65
SAN FRANCISCO-Eight California grocery store chains and

Inside
25 manufacturers of non-cigarette tobacco products have been
charged by the state attorney general with failure to adequately / We are outraged that Congress has once again 0' Liquidators of River Plate Reinsurance Co Ltd have
warn consumers about the health risks of their products passed benefit legislation without any public scrutiny, begun legal proceedings to also force River Plate affiliate

A lawsuit filed Sept 30 in San Francisco Superior Court by says this week's editorial PAGE 8 Transcontinental Reinsurance Brokers Ltd into liquidation
Attorney General John K Van de Kamp alleges the sellers and in Bermuda PAGE 99

makers of cigars, pipe tobacco, chewing tobacco and other similar / In Ask a Risk Manager, Susan M Werner, director of
products have not provided "clear and reasonable" warnings about risk management for Hardee's Food Systems Inc, ex- Departmentscancer and birth defect risks as required under the state's Proposi- plores ways to control workers compensation claim fre-

Ask a risk manager 49tion 65 quency and expense PAGE 53
Books & ideas 53

However, the companies say they have been enforcing the law's
provisions in their stores Among the grocers named in the suit, ,••• Self-insured employers have fared well against at-

Class,fieds 94

Vons Inc has removed tobacco products lacking health warnings tempts at increased federal reg-
Datebook 75

from its shelves, Safeway Stores Inc has asked tobacco manufac- U Insurance services guide Q8
ulation but continue to face

turers to put health warning labels on their products, and Lucky pressure on several fronts, warns
-d' Legal briefs 54

Stores Inc has notified manufacturers to add warnings and, in
Letters

the Self-Insurance Institute of

the meantime, has posted ltS own warnings beside the products on America at the group's annual London 84

its shelves meeting PAGE 78
Markets ....................82

The five other grocery stores named in the suit are Albertson's Opinion®

Continued on page 97 a••' The relationship between publ,c entities and risk pool- Perspectives K9

Ing began as a marriage of convenience, but it ap- Spotlight report

Errors & omissions parently has biossorned into true love, a new study con-
Ticker Q9

cludes PAGE 85 Vol 22, No 41-Busness /nsurance (ISSN 0007-6864) ts published
• "Corporate Benefit Communication Today and Tomorrow," weekly at 740 N Rush St , Chicago, 111 60611-2590 Second-class postage

a report by benefit consultant TPF&C, 15 available free from Julie ,•0 Ralph Nader will be one of the feature attractions at the is paid at Chicago. Ill, and at additional mailing offices Postmaster Send

Foehrenbach, TPF&C, 245 Park Ave , New York, N Y 10167 The 27th annual Risk & Insurance Management Society confer-
address changes to Business insurance. Circulation department, 965 E
Jefferson Ave, Detroit, Mich 48207, 800-992-9970 or 313446-1611 Copy-

availability of the report was misstated in the Sept 19 issue ence, to be held Apnl 9-14 in Atlanta PAGE 86 nght 1988 by Crain Communications Inc
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Professional perils
D&0 buyers still not out of the woods
By MARK A. HOFMANN -

Directors and officers are more

easily protected today from the dan-
gers of the corporate jungle than they
were three years ago.

More insurers are writing directors
and officers liability insurance to
protect company officials from
claims filed by disgruntled share-
holders, spurned merger candidates,
dissatisfied bondholders and other

corporate predators.
However, despite softening in the

D&0 market, insurance buyers still
are not out of the woods: No one ex-

pects the market to return to the
buyer-friendly days of the early
1980s.

Insurers-spurred by competition

from new D&0 underwriters are

cutting rates an average of 5% to
20%, but the market's recovery is
better reflected in greater capacity,
less stringent terms and conditions,
lower deductibles and fewer exclu-

sions.

And, while many insurers and bro-
kers expect the D&0 liability insur-
ance market to continue to soften

through 1989, some remnants from
the hard market remain and likely
will stay D&0 market fixtures.

Some policy exclusions-like those
for pending and prior litigation-will
remain a staple of D&0 policies, ac-
cording to insurers, brokers and con-
sultants.

In addition, many insurers say they
will continue to underwrite the risk

on a case-by-case basis.
Meanwhile, directors and officers

face increased liability for their roles
in mergers and acquisitions following
recent court decisions (see story, page
10).

Observers link the softening of the
D&0 market to the softening in the
overall property/casualty insurance
market.

Insurers "are getting serious about
underwriting this exposure again,"
said Susan M. Werner, director of
risk management for Rocky Mount,
N.C.-based Hardee's Food System
Inc,, a national fast-food chain.

While prices have not dropped to
pre-hard market levels, insurers have
softened terms and have dropped ex-
clusions, she said.

"People are getting something for
their premium dollar again," she
said.

Today's market is a far cry from
the sellers' market that existed only
18 months ago, said Betsy Headd, vp
of Continental Guaranty & Credit
Corp., a New York-based unit of
Continental Insurance Co.

New players, lured by the high
prices commanded by D&0 cover-
age, have entered the market. That
has fueled competition both in pric-
ing and policy terms, said Ms. Headd.

And, "there is definitely a lot of
capacity out there," she said.

"Generally speaking, market con-
ditions have improved from those of
a year ago in terms of quality of cov-

Continued on next page

Few see cutthroat E&0 competition
Although rates for professional liability cover-

age generally are dropping and capacity is more
abundant, few observers expect rampant competi-
tion among underwriters of these specialty risks.

Even with rates for errors and omissions and

directors and officers liability insurance falling,
the discounts are meager when compared with the
triple-digit rate hikes of the last hard market.

However, one trend is emerging that observers
say may help calm the turbulent professional lia-
bility market: Underwriting specialization.

Meanwhile, professional liability coverage is be-
coming more readily available for those willing to
pay for it.

"For accountants in general, the picture is
brighter," said Ervin Kranberg, president of Pro-
fessional Liability Consultants Inc. in Des Plaines,
Ill., pointing out that prices offered by many pro-
fessional liability insurers have stabilized (see
story, page 14).

However, little softening has been witnessed by
Michelle A. Duffett, executive vp of Professional
Indemnity Management Co., a Chicago-based
managing general agency that is offering a new

Asbestos removal risks

Asbestos abatement contractors are

scurrying to find liability coverage. And,
some restrictive policies hardly qualify
as a transfer of risk. Page 23

accountants E&0 program written by Homestead
Insurance Co. of Philadelphia.

"Our entry has softened it slightly," she said.
"But certainly it was not our intention to come in
and have people relax their underwriting stan-
dards or lower rates, and we are not seeing our
competition cutting rates at renewals."

The outlook also appears cloudy in the law-
yers professional liability insurance market. While
new capacity is pushing rates down for some firms,
increases in the frequency and severity of E&0
claims are prompting rate increases for other
firms, especially those involved in risk-prone spe-
cialties like securities work (see story, page 11).

And, while the market for directors and officers
liability coverage appears to be stabilizing, that
may change as company officials become increas-
ingly vulnerable to lawsuits following recent court
decisions (see story, page 10).

"The thing that strikes me most is the lack of
predictability of where those exposures are," says
Dan A. Bailey, co-author of "Liability of Corpo-
rate Officers and Directors," which is reviewed on
page 53.

Fine arts risks expand

Despite growing exposures, museums
and galleries still are buying commercial
insurance rather than form alternative

facilities or self-insure. Page 26

,.lilli

However, the formation of alternative market
facilities to write professional liability coverages
and the specialization of commercial underwriters
in E&0 and D&0 insurance may make it easier for
underwriters to predict loss trends.

Niche underwriting will stabilize the industry
because underwriters familiar with risks pre-
sented by a particular industry or class are less
likely to follow the market on pricing, said consul-
tant Ron Boggs with The Wyatt Co. in Chicago.

Most commercial insurers already are under-
writing such lines as lawyers E&0 by practice spe-
cialty, according to Ronald E. Mallen, a partner
with Long & Levit in San Francisco.

"I think specialization pays off; you're more fo-
cussed," concurs Betsy Headd, vp of D&0 insurer
Continental Guaranty & Credit Corp. in New
York.

Adds Robert Coleman, president of Assn. of
Trial Lawyers Assurance (A Mutual Risk Reten-
tion Group) in Chicago: "I think we will see a pro-
liferation of (bar) association-sponsored pro-
grams," but they will be more targeted to special
groups of lawyers.

Scuba market rides waves

Long4erm relationships among scuba
retailers, insurers and brokers have
enabled dive shops to continue their
inner space exploration. Page 30

Financial guarantees

Rates for municipal bond insurance, the
most common form of financial

guarantee, have dropped as much as
50% in the past three years. Page 33



Spotlight report

D&0 liability
Continued from previous page
erage and price," agreed Benno
Friedman, vp-financial services di-
vision of Alexander & Alexander of
New York Inc.

But underwriters are looking at
risks on a case-by-case basis, so
"generalizations on pricing don't
hold that much water in D&0," Mr.
Friedman cautioned.

However, he predicted the D&0
market will continue to soften

throughout 1989.
"The D&0 marketplace is very

competitive," observed John R. Cox,
chairman of A.C.E. Insurance Co.

Ltd. of Bermuda, which offers $50
million of D&0 coverage excess of
$25 million to A.C.E. policyholders.
He also predicted that the market
would remain competitive well into
next year.

The D&0 market may be better
defined as "more responsive" rather
than softer, said Stephen Sills, senior

vp-underwriting of Simsbury, Conn.-
based Executive Risk Management
Associates, a subsidiary of Hartford,

Conn.-based Aetna Casualty &
Surety Co

Mr. Sills explained that un-

derwriters today are more willing to
fine-tune the D&0 products to
buyers' desires.

ERMA writes up to $30 million in
D&0 limits on a primary basis.

Reductions in D&0 rates have

lagged behind prices in the prop-
erty/casualty insurance market as a
whole, said Edward J. Shields, a con-

sultant with Huggins Financial Ser-
vices Inc. in Philadelphia.

For example, he said, premiums
for some good property risks have
dropped between 30% and 50%, and
casualty rates for attractive risks

have dropped between 25% and 40%
during the past year or so.

However, D&0 rates for good risks
generally have fallen by only 5% to
15%, he said.

Michael Segal, president of Near
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North Agency, a Chicago brokerage.
said prices have dropped "dramati-
cally" during the past two years He
estimated that this year's renewal
prices dropped by 15% to 25% in
some cases.

That decline has to be put in per-
spective, however, Mr. Segal added:
Some customers had experienced
rate hikes of 1,000% when the marke:
contracted.

Mr. Sills said ERMA has cut prices
by 10% to 15% from last year, and he
estimated that competitors' prices
generally have fallen by a similar
percentage.

"American industry is doing bet-
ter today, and price has to take that
into account," Mr. Sills said.

A.C.E.'s Mr. Cox offered a "pure
guess" that D&0 rates for Fortune
1,000 companies had declined about
10% from last year.

Some insurers have cut prices even
more for good risks. For example,
Jackson, Miss.-based First Missis-

sippi Corp. earlier this year paid

-l

about 30% less for D&O coverage

than it had the year before, according
to Mark F. Wilson, corporate risk
manager.

However, insurers are not cutting
prices across the board.

For example, Morristown, N.J.-
based Crum & Forster has not re-

duced prices, despite increased conn-
petition, pointed out Bruce A.
Henriksen, vp with Chicago-based
Crum & Forster Managers Corp (Ill.),
which underwrites much of Crum &

Forster's D&0 business.

In fact, rates have increased for
some risks, he said.

Ralph Jones, vp and national man-
ager of the Executive Protection De-
partment of Warren, N.J.-based
Chubb Corp. stressed that even given
the renewed competitive spirit in the
D&0.marketplace, his company "is
making pricing decisions on the basis
of individual merits."

Chubb offers up to $25 million of
D&0 limits on a primary basis.

CNA Financial Corp. approaches
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Private Collections. Museums. Dealers.
Galleries. Commercial artists. Fine Arts
in transit or at location. We create

coverages to suit clients' needs.

See McGee...the experienced market...
the stable market...with a reputation
for expertise crafted and earned
for over a century.

WORLDWIDE INSURANCE COVERAGE FROM

UJm. H. tnE GEF & co..inc.
UNDERWRITING MANAGERS SINCE 1887

Four World Trade Center, New York. NY. 10048

Telephone: 212-775-1300 · Telex: 12-9249 •Fax: 212-524-6805

Atlanta · Baltimore · Boston • Charlotte · Chicago · Clifton · Columbus · Dallas · Detro t
Hamilton, Bermuda · Hato Re* RK • Houston · Los Angeles · Melville Ll. • New Orleans
New York Regional • Philadelphia • Pittsburgh • San Francisco • Seattle • Syracuse
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a D&0 risk the same way, accord-

ing to Roger E. Lumpp, vp-finan-
cial institutions.

"I'm not sure there is such a thing
as a D&0 marketplace," said Mr.

Lumpp, noting that while the market
is softening for some risks, it is re-
maining static for some accounts and

hardening for others.
CNA offers limits of up to $15

million on a primary basis, un-
changed over the past year.

Mr. Lumpp said that CNA is try-
ing to maintain an even keel in deal-
ing with the market. "I don't think
we want to be known as an un-

derwriter that does anything signifi-
cantly different from year-to-year."

The softening of the D&0 liabil-
ity insurance market is reflected
more in other respects.

For example, capacity for D&0
risks is growing because more in-
surers are actively seeking to write
the business. Primary D&0 limits of
as much as $30 million now can be

found, and some buyers can obtain as
much as $150 million of excess liabil-

ity insurance.
"This market's not acting a lot dif-

ferently" than before the market
tightened in the mid-1980s, observed
Jeffrey W. Greenberg, president of
National Union Fire Insurance Co. of

Pittsburgh, Pa., a New York-based
unit of American International

Group Inc. National Union writes up
to $25 million of D&0 limits on both

a primary and excess basis.
Mr. Greenberg said that during the

early 1980s, about 30 insurers ac-
tively were seeking D&0 liability in-
surance business. When the market

contracted, the number of D&0 un-
derwriters shrank to a handful, in-
cluding National Union.

The mid-decade flight of D&0
markets was reflected in the results

of Wyatt's biennial "Directors and
Officers & Fiduciary Liability Survey
1987" (BI, July 6, 1987). The survey
showed that only a handful of U.S.
insurers wrote the majority of D&0
insurance between 1984 and 1986.

According to the survey:
• AIG wrote 41.1% of all primary

premium and 28.2% of all primary
policies. The insurer wrote 18.8% of
the excess premium volume and
17.9% of all excess policies.

• Policyholder-owned Directors &
Officers Liability Insurance Ltd. of
Bermuda wrote 16% of the total U.S.

premium volume but wrote only 3.6%
of policies.

• Chubb, through its Federal In-
surance Co. unit, wrote 12% of the

total U.S. premium volume. The in-
surer wrote 24.1% of all primary
D&O policies and 15.7% of all ex-
cess policies.

Today, new entrants have swelled
the ranks of insurers actively seeking
D&0 liability insurance business to
about 20, said Mr. Greenberg. How-
ever, he predicted that many of those
markets will vanish when the market

hardens again.
"There are certainly a lot more op-

tions around for buyers," Mr. Green-
berg said.

Among the new markets is Con-
tinental Guaranty & Credit, which
in May began providing $5 million
of limits for directors and officers

of banks. Continental's Ms. Headd

said the insurer may later offer poli-
cies targeted at other types of finan-
cial institutions, including some sav-
ings and loan associations.

ERMA earlier this year began mar-
keting a policy offering $10 million in
limits for outside, non-salaried cor-

porate directors.
In addition, ERMA plans to in-

troduce by next month a policy pro-
viding $30 million of limits for the
directors of non-profit organizations
Mr. Sills said.

Dearborn Insurance Co., a unit of

Chicago-based Aon Corp. that was
licensed last year by the Illinois In-
surance Department, began writing
$2 million of D&0 limits on a pri-
mary and excess basis earlier this
year (BI, Feb. 1). The insurer is writ-

ing on a non-admitted basis in all
states except Illinois.

Continued on page 6



IS THIS WHY YOUR COMPANY HASN'T

INTRODUCED A FLEXIBLE BENEFITS PLAN?

Fear of the unknown.

Is it the fear of what a flexi-

ble benefits plan would cost or

the administrative nightmares it
could create?

Or, could it be the fear that

your employees wouldn't under-

stand the plan? That enrollment

would be too high in one plan,

too low in another, so you'd have

to redesign your program in the
second year?

Whatever the case, you can
rest easier now. Because NWNL

Group has developed a unique

approach to flexible benefits,

especially for companies with
200-2000 employees.

You see, at NWNL Group
we look at insurance needs differ-

ently, so we find solutions that

others may not have seen before.
Take flexible benefits, for

example. We learned how to con-

trol costs and provide the admin-

istrative support and employee

communication you need from

extensive research and study

of the successful plans devel-

oped for large companies.
In simple terms, we saw a way

to shrink the best of what the

:kt»

K

big plans offered into a flexible
benefits plan that is individually
tailored for smaller and medium

size companies.

That's what we call looking

at things differently. And we'd like

to show you how our approach to
flexible benefits could work foryou.

There's nothing to be afraid

of. All you have to do is call or

write Rick Naymark/NWNL

Group, Box 20, Minneapolis, MN

(612) 372-5784.

@NWNLGROUP
We look at things differentR.

A division of Northwestern National Life Insurance Company. Minneapolis, MN (nor admirred in the State of New York). The North Atlantic Life Insurance Company of America, Jericho. NY (a member of the NWNL Companies).
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0&0 liability
Cont inued from page 4

Es-ablished D&0 markets also are

increasing the limits they will write.
For example, New York-based

Home Insurance Co., a unit of The

Home Group Inc., announced last
mon:h that it was doubling the D&0
limits it will offer on both a primary
and excess basis to $5 million.

Home will write the coverage for,
among others, new companies and
firms going public, which have been
hai·d-to-place risks, a spokesman
said

Ard, CFMC (Ill ) and International
Surplus Lines Insurance C)., a

wholly owned Crum & Forster sub-
sidiary, currently offer primary limits
of u g to $5 million, up $2 million
from 1986.

Assistant Vp Jeanne M. Murphy

predicted that the market will not
charge significantly before January
renewals.

Mianwhile, major offshore cap-

tives and facilities say that compe-
tition has not eroded their share of

the D&0 insurance market. Offshore

insurers emerged as major D&0
markets during the contraction of the
mid-19805.

For example, Mr. Cox of A.C.E.

said since its inception in 1985, the
facility has lost "only seven or eight
accounts." A.C.E. currently has more

than 100 D&O policyholders, he said.
And, the book of business of Cor-

porate Officers & Directors Assur-
ance, Ltd., which is managed by
A.C.E. subsidiary A.C.E. Insurance

Management Ltd., has not been re-
duced by competition, Mr. Cox said.

"But, we're not seeing the volume
of submissions we saw 18 months or

two years ago," he acknowledged.
A spokeswoman for Argus Inter-

national Ltd., which manages Ber-
muda-based Directors & Officers Li-

ability Insurance Ltd., said

policyholders are not deserting the
facility.

DOLI offers limits of $25 million

for both primary and excess cover-
age. The Argus spokeswoman would
not reveal by how much DOLI is re-
dicing rates.

Kenneth S. Wcllner, a consultant
with The Wyatt Co, in Chicago.
stressed that the money and effort
expended by participants in facili-
ties like A.C.E promote policyholde
loyalty.

"We don't see people dropping oul
of A.C.E. and CODA," agreed A&AB
Mr. Friedman-

However, insurance buyers tha- are
not currently participating in alter-
native markets now find "there's less

reason to get in now" than there wass
a year ago and are turning to the tra-
ditional markets for coverage, Mr.
Friedman said.

"The offshore programs like AS.E
:re still strong" Secause of capacity
End the commitment of their rrem-

bers, said Mr. Sirs of ERMA.

But "we're no: seeing the forma-
tion of new captives" because the

traditional markets are providing

coverage at affordable prices, he ex-
plained.

"We're seeing interest by felks who
were self-insured or buying offshore.
I certainly don't see any movE toward
self-insurance," said National

Union's Mr. Greenberg.
Some insurers also t.ave dropped

several of the exclusions Ihat fes-

tooned D&0 policies in the hard
rr.arket.

Some buyers have seen a "sub-
slantial loosening of terms, ' Wyatt's
Mr. Wollner said.

"What we're seeing is less an ac-
tual reduction in premium for good
risks than larger limi:s and better
terms," Mr. Shields of Huggins Fi-
nancial said.

For example, insurers that pre-
vi)usly insisted on a $25,00,1 deduct-
ible per director now requira $10,000
deductibles, according to Mr. Shi€lds
of Huggins.

In addition, some insu rers are

dropping required corporate reten-
tions dramatically to less than

EMPLOYEE BENEFITS BULLETIN:
GROUP LONG TERM CARE FROM CNA COMPLETES YOUR BENEFITS PACKAGE

Give your employees
the benefits

they want today and
will need tomorrow.
You can complete your employee benefits
package without increasing your budget. Now
you can offer Group LongTerm Care coverage
paid in full by your employees at low group
rates. And CNA helps make administration easy.

Group LongTerm Care from CNA can ease
the financial burden of expensive nursing
home orin-home care.These valuable benefits
for your employees can also be provided for
their spouses and parents. And the convenience
and flexibility of group insurance allows you
to tailor a program to meet your employees'
specific needs.

CNA provides the essential combination of
expertise and financial strength.We are one of
the pioneers in the longterm care industry
with over 20 years of experience. And we hold
the industrys highest financial rating, an A+.
from A. M. Best. So you can be sure that we
can meet your employees' needs-today and
tomorrow.

For more information on how Group Long
Term Care from the CNA Insurance Companies
can complete your benefks package without
increasing your benefits budget, call Lynn Clark
at 312-822-6602.

CNA
For All the Commitments You Make*»

Group Benefits from CNA: Life & Health•AD&D• Vision • Dental • LID • Flexible Benefits Programs· Prnsions • LongTerm Care
Coverage is underwritten by Continental Casualty Compary, one ofthe CNA Insurance Companies/CNA Plaza/Chicago, IL 60685

$200,000 in some cases from as high
as $500,000.

National Union announced in June

that it would begin offering three-
year D&0 insurance programs. The
new program consists of three con-
secutive one-year policies that will be
renewed at the same terms and con-

ditions as long as there is no material
change in the policyholder's risk pro-
file.

Mr. Shields also pointed out that
insurers appear to be "backing off
on some exclusions," such as deny-
ing coverage for outside directors.

Policies generally contain fewer
exclusions, and "underwriters are

more readily agreeable to consider
extensions than they were a year ago,
and certainly more than they were
two years ago," Mr. Friedman said.

For example, Continental's finan-
cial institutions program contains no
exclusion for merger and acquisitions
activities or exclusion for the man-

agement of pension plans for third
parties.

And, the new National Union form
contains a revised hostile takeover

exclusion that does not apply if the

policyholder gets favorable legal and
Investment opinions.

The new form also offers a re-

vised "insured vs. insured" exclusion

that does not apply to actions
brought by company affiliates that
are not subsidiaries or named risks

on the D&0 policy.
But some exclusions, particularly

the insured vs. insured provision, ap-
pear to be "resilient," Wyatt's Mr.
Wollner said.

That exclusion bars coverage for
lawsuits brought by the company
against its directors and officers to
recover under its D&0 policy.

In addition, insurers generally ex-
clude coverage for pending or prior
litigation and pollution and environ-
mental damage.

Despite the softening of the overall
D&0 market, some directors and of-
ficers still find coverage difficult to
obtam.

Directors of financial institutions

and of newly created entities have a
harder time finding coverage than
directors of Fortune 500 companies,

said many insurers and consultants,
because typically more claims are
filed against these type of institu-
tions.

Sometimes outside directors are

also harder to insure, they said.
However, National Union's Mr.

Greenberg said the insurer makes
"no distinction between inside and

outside directors. The plaintiffs
don't.

"Uninformed and greedy directors
are the biggest risks," he said.

Because underwriters are ap-
proaching their risks on a case-by-
case basis, there is no reason to call

one class of directors greatly more
attractive than others, said A&A's
Mr. Friedman.

For example, he said that because
of the "improved climate" of the
D&0 liability insurance market,
some directors in industries generally
considered risky, such as utilities and
savings and loan institutions, now
are able to find coverage.

ERMA's Mr. Sills said his com-

pany writes all classes of business
except contractors and real estate de-
velopers.

Directors of savings and loans as-
sociations and investment banks are

generally harder to place on the mar-
ket as a whole, he said.

ERMA does write coverage for fi-
nancial institutions,

Underwriters also are still cautious

about getting involved with directors
of companies involved in leveraged
buy-outs, Mr. Sills said.

Companies involved in corporate
restructuring and widely diversified
companies present a somewhat
greater D&0 risk than others, said
Chubb's Mr. Jones. Well-managed
companies exist in every industry,
he said.

"The key characteristic of well-
managed companies is people who
understand the expectations of their
constituents," Mr. Jones said. I
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With the addition of Bowes, we're
an even stronger wholesale

partner.

Over the past four years we've
brought together some of the
nation's strongest excess and
surplus lines insurance brokers
under the banner of Swett &

Crawford Group. Combining our
strengths has meant greater
access to markets; broader, more
diverse product lines; and even
more local, personalized service
foreveryindependentagentand
broker we serve.

Adding Strength to Strength.

Now that The Bowes Companies
are part of Swett & Crawford
Group, you can have an even
more potent marketing partner-
ship with us. One that augments
your own resources in wholesale
brokerage and underwriting
management.

If you need strong alliances
to help your business grow, call
Nancy Oblingerat(213)251-1223
tofindouthowwecangettogether.

0
Swett & Crawford Group
The Bowes Companies
John H. Crowther, Inc.

Fort Hill Insurance Agency
1 West Insurance Managers
Robert S. Martin Corp.
Montgomery General Agency
Dana Roehrig & Associates
Swett & Crawford

Now serving more than 20,000
independent agents and brokers
through 50 offices nationwide.

©1988 Swett & Crawford Group
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Congress' s.cker punch
BUS,WEss iNSURANCEHEY'VE DONE it again!Members of Congress have tacked an impor-

tant piece of employee benefits legislation onto an
unrelated bill without holding a single hearing on

I the subject. And, again, they're giving employers
 and employees virtually no time to comply.

Contained in the massive welfare reform pack-
aged passed by Congress last month is an ob-
scure provision that requires an employee to offset
his or her child-care expenses eligible for federal
income tax credits by the amount he or she con-
tributes to a flexible spending account for depen-
dent care.

In short, workers beginning Jan. 1 must decide
whether they want to finance their child-care costs
through an FSA or take a tax credit for their day-
care expenses. They can no longer finance the bulk
of their child-care expenses through an FSA and
then take a tax credit for any additional child-care
costs.

Congress' irresponsible action comes as a shock
for several reasons.

We find it unbelievable that Congress would pass
a measure that will hamper working parents' ef-
forts to find quality day care for their children at a
time when public officials-including the presi-
dential candidates-are advocating that the gov-
ernment help workers with their day-care burdens.

In addition, by giving the provision a Jan. 1 ef-
fective date, Congress is allowing employers insuf-
ficient time to inform workers about the change. In
fact, some employers with flexible benefit plans
now are distributing benefit election forms for

panies have already completed their benefit elec-
1989 to workers, while employees at some com-

tions. Presumably, employers that offer FSAs must
re-enroll employees in light of the new law.

But, while we are concerned about the adminis-
, trative headaches the new law will cause employ-

ers and the financial burden it places on employ-
ees, we are more outraged at Congress' continued

Letters
Pension terminations

can hurt participants
To the editor: Your Sept. 26 editorial

opposing any restrictions on employer
raids on pension plans states that "if
workers or retirees are hurt by reversions
(of so-called overfunded pension plans),
we can't see it."

In 1987, more than one-fourth of ter-
minated pension plans were without any
replacement, though less than 7% of re-
versions were due to claimed business ne-

cessity. In fact, Pensions & Investment
Age reports in its July 25 issue: "Inci-
dences of corporations terminating pen-
sion plans without starting any successor
plans have increased dramatically since
1985 and eventually could represent the
majority" of terminations." This is based
on estimates from the Employee Benefits
Research Institute that by the end of this
year 50% to 75% of all terminations will
be by corporations that do not intend to
replace their defined benefit plans.

The Department of Labor estimates
that when plans terminate, participants
lose an average of 45 cents for every dol-
lar they would have received if the plan

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possible.
We reserve the right to edit letters
for czarity or space. We will not
publish unsigned letters. Send your
comments to Letters to the Editor,
Business Insurance, 740 N. Rush
St.. Chicago, m., 60611.

r

-

willingness to pass benefit legislation without any
public scrutiny.

Unfortunately, we cannot point a finger at any
one legislator for this latest debacle: No one is tak-
ing responsibility for introducing the provision.
Benefit observers say the measure likely came from
a list of revenue-raising proposals maintained by
tax committee staffers.

Employers know all too well that hastily enacted
benefit laws are nearly always bad laws. COBRA's
health care continuation provisions and the Sec-
tion 89 non-discrimination rules-both of which

were passed after virtually no consideration-come
to mind quickly.

It's probably too late to do much about the child-
care provision. However, employers can ask their
legislators-especially those running for re-elec-
tion-if they really knew what they were vot-
ing for when they approved the welfare bill. Keep
their response in mind when you vote on Nov. 8.

had not been terminated. Since 1980, 1.9
million pension plan participants have
been affected by reversions with an aver-
age loss of $9,700.

Can you still say that workers and re-
tirees are not hurt by reversions?

Bert Seidman
Director

Department of Occupational Safety
Health and Social Security

AFL-CIO

Washington, D.C.

More to mythmaking
than absence of truth

To the editor: I really must take issue,
very gently, with Sandra E. Knapp over
the definition of "myth" and "mythmak-
ing" (BI, Sept. 12) because lying has
nothing to do with the topic; romanticiz-
ing does. According to the Oxford En-
glish Dictionary, the author of Religio
Medici-Sir Thomas Browne-used the

expression in the same way as I as early
as 1640, and hundreds of others have
done so since. Moreover, the process of
mythmaking in this broader sense is
well-known to every political science and
anthropology major, among others.

Nevertheless, Ms. Knapp is entirely
correct when she suggests that myths fre-
quently have a religious connotation, as
was well-illustrated in her response to
my original letter (BI, Aug. 15). Not only
did James Tye, in a subsequent letter (BI,
Aug. 22), acknowledge that he accepts
every myth that Ralph Nader has to offer,
but in the process he raised Nader to the
level of a cult figure. Thus, to question
Mr. Nader's authoritarian proclivities

becomes, for Mr. Tye, not criticism but
blasphemy!

Peter Downes

Risk Manager
American Trading
& Production Co.

Baltimore

No-fault won't dent
insurance costs

To the editor: The skyrocketing cost of
automobile insurance is a plague of our
times, but I wonder if no-fault, as pro-
posed by William M. McCormick in his
Perspective article "California Vote". is
really the answer (BI, Sept. 19).

No-fault has been around for a number

of years and, here in Pennsylvania, it fi-
nally got a well-deserved bullet after
much haggling between the Legislature,
the legal profession and the insurance in-
dustry. Mr Mformick speaks of true
no-fault at the same time he recommends

lowering legal fees. It seems to me that
true no-fault should do away with legal
fees.

In Pennsylvania, we attempted to have
a no-fault system with a $750 threshold,
after which the attorney has his heyday.
The result was higher medical bills and
correspondingly higher cost with nary a
dent in lawsuit follies.

So long as our society, as epitomized by
California's track record, remains law-
suit-happy, auto insurance rates will rise
to pay for the fiasco.

Dean D. Young
Managing Partner

Dean D. Young Insurance Agency
Newtown Square, Pa.
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mounting co pot dle debt dliecto_s weir peronally liable for of the settlement sent a chill gation "Yo i need high-q_ialitv, nde-

But director, and olliceis that do not thoroughly investigating the thiough boaidioom„ M BdiIev a_nothei area that seems likely to pen(ient people u J h the time and
thrii homewoik and seek the ad- takeovci offei said lead to more litigation against inteze·.1 to feive a, ditectois This
vice of outside experts beloir mak- The case ullimdtely was settled In the past thlee QI four year·, di_ 3Ct(,ts and officers is the growth is no place foi es-men," MI Bai-
ing decision can minimize thrit foi $2. 5 million, most of which courts haverendeied morthan 2 1 ofcoiporatedebt ley as. ri ted
expoSure attorneys Scly was p.id by Trans Union'$ new D&O liability awards ol at leait .rhere will be a lot c f suits Continvei on neit paqc

In addition, directors ate taking
some comioit in the tact that mc»,t

states have enacted legislation that
allow coipoiations to adopt poll- 'Zapping the client is a way of life at a lot of well-99 .

cies tating thal directois Cannot
be held poisonally liable for dam-
ages not lesulting flom illegal al-
tivity

Di}ectors need to heighten theiI Or

sense of infoimed vigilance," said **5 4 V
John W Moril,·,on, an attorney
with the Chicago law film 01 Alth-
elmei & Gray 2 ,

Mi Moirison points to the Maich
U S Supieme Couit decision in
Baszc Industrzes 2,5 Levznson as in

'40* i
eumple of the increased erposure
corporate officials face

The coult iuled that diirctors
.and officers cannot mislead shaw-

holdeis about merger talks, but the
.

-

courl did not Cl.11 IfT what meiger
information mut be disclosed to

shaieholders (Bl, Mav 16) '' le. , mi
In the case, some shareholdeiv of

Cleveland-based Basic, d chemical '. .':elky'

manufactuieI, aigued that com- . I

pany officials delibridtrly misled
them during merger talks with
Stamfoid, Conn -based Combus-

lion Engineering Inc in 1977-78
The plaintifff claimed they would
not have sold tholl Basic stock for

fat less than Combustion ulti-

mately paid [or the stock it Basic
oificials had not denied merger
talks wete occ.ulIIng 1 6-

Undei federal law, companies
cannot make false ot misleading
statements about "material ds-

1t

poets of theii opelation%
The Supreme Couit ign(ned the

tulings ot some loweI courts that '1 1 41
Information regarding a possible
merger doe% not become matoi ial r Pif ' , 1-
until a piellmindly mei get dgice-
ment ha4 been redched

The Supreme Couit held that in-
folmation about prelimindiv
merger talks mdy qualify as "nia-
torial," but it declined to bdy when
such mir)rmation beeorne ma-

teiial That determination must

come on a case-bv-iase ba,is the
.Dull Iuled

"Banc is plobably the most ig--
nificant (D&0) case to come down"

during the pat year, becaue it
also could subject directors to suits
from a much bioader class of

claimant'·, MI Morrison said

The court furtheI ruled that in-

vestors can file class-action suits

against companies that allegedly
issue mifleading information dur-
ing merget talks, even if Individual
investor<, did not zely on that intoi-

mation when making thou buying
and helling decision,,

"The court ruled that you don't
have, to prove specific reliance,"
said Mi Mor rison "That to me has

created d much bioader das% of

plaintilis "

Dan A Bdiley, an attorney with
the Columbus, Ohio, firm of Ariel

& Hadden, agreed that the Baszc
ruling is one of the most important
recent decisions affecting directors
and officers, but he also pointed to
the 1985 Delawaie Supreme Court Loyalty and service are powerful forces. Together they've made us one ofAmerica's fastest-decision in Smzth vc Van Gorkum



Continued from previous page
To help attract these people, corporations must Tro-

vide directors and officers the greatest amount of pro-
tection allowed under state law Mr. Morrison advised.
Corporate bylaws must be examined to assure that
directors and officers are provided that protection, he
added.

Both attorneys also stressed the importance of seek-
ing advice from competent inside and outside experts,
particularly when engagi ng in merger and acquisition
activities.

Mr. Morrison noted that directors are "usually at-
tacked for an information shortfall." For example.
directors or officers involved in a merger should call
upon investment bankers and outside appraisers for
advice, he said.

Mr. Bailey agreed, saying that directors should tap
the services of qualified counsel accountants and
other specialists before making decisions. "All loss
prevention procedures stem from this," he said.

And, Mr. Morrison offered one succinct piece of ad-
vice concerning directors facing what might be con-
strued as a conflict of interest: "When in doubt, don't,"
he said.

While directors' and offieers' liability exposure have
increased, since the mid-19805 most states have passed
statutes affording corporate directors some degree of

Mr. Morrison offers one succinct

piece of advice concerning
directors facing what might be

construed as a conflict of interest:

'When in doubt, don't,' he says.

protection against losing their personal assets as a re-
sult of a D&0 judgment. Mr. Bailey said the prolifera-
tion of such statutes is "unquestionably the single
most significant development" in D&0 law of the past
few years.

Thirty-five states as of April 30 had enacted laws
allowing corporations to limit directors' personal lia-
bility, according to Mr. Bailey.

Mr. Morrison predicted that the trend toward statu-
tory protection will continue. Within the next two or
three years. the protections offered under D&0 stat-
utes "will probably become pretty much a boiler plate
in most state corporation acts," he said

Both attorneys cautioned that directors and officers
can be held personally liable for damages under some
federal laws, which always supersede state law. I

known insurance companies. But not with us.
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Lawye rs E&0 capacity
boosted by new markets

By MEG FLETCHER

The direction of the lawyers pro-
fessional liability insurance mar-
ket depends on whom you ask.

New capacity, especially from
the recent surge in lawyer-owned
risk retention groups and group
captive insurers, is pushing rates
downward, some say.

However, increases in the fre-
quency and severity of errors and
omissions claims against lawyers
are prompting some insurers to in-
crease rates, especially for large
firms and those involved in risk-
prone specialities like securities
work, others contend.

Some say rates for average risks
of all sizes are down 15% or more

925 Chestnut Street

Phila.,PA 19107, (215) 629-5000

Or contact your local PMA office.

compared with a year ago, while
others say rates are flat and a few
say rates are increasing 20% to 30%
for some large firms and up to 40%
for big firms based in New York
City.

The average cost of coverage on a
per-attorney basis varies consider-
ably by locale, points out Ronald
E. Mallen, a partner with Long &
Levit in San Francisco.

For example, policies with a
limit of $1 million cost an average
Midwest attorney $1,800 to $2,200,
while that attorney's counterpart
in California pays $3,500 to $5,500
for the same coverage, according to
Pat Myers, assistant vp with Evan-
ston, Ill.-based underwriting man-
ager Shand, Morahan & Co. Inc.

Yet, there is universal agreement
that the market has improved in
the past three years.

"Lawyers are in a strong market
position," said Steve Brady, vp of
professional industry underwriting
at St. Paul Fire & Marine Insur-

ance Co. in St. Paul, Minn. They
have "fairly strong" access to ca-
pacity from both established insur-
ers and new alternative facilities,
he explained.

The four largest commercial in-
surers of lawyers E&0 risks, ac-
cording to Tim Plunkett, market-
ing director for professional
liability insurance for St. Paul, are
The Home Insurance Co., CNA Fi-
nancial Corp., American Interna-
tional Group Inc. and St. Paul.

Other major markets include At-
torneys Liability Assurance So-
ciety; units of Minet Holdings
P.L.C., which wrote on behalf of
Lloyd's of London syndicates;
Shand, Morahan, which writes on
behalf of Evanston Insurance Co.,
Insurance Co. of Evanston and

Lloyd's syndicates; and Crum &
Forster Managers Corp. (Illinois),
which writes on behalf of Crum &
Forster units.

Commercial insurers of medium-

sized to large law firms typically
offer $5 million in primarily limits,
though they can provide substan-
tially higher limits through the use
of facultative reinsurance arrange-
ments.

The availability of coverage for
firms with fewer than 40 attorneys
"is generally improving," but has
been erratic, according to Mr.
Berens. A year ago, smaller firms
doing a substantial amount of se-
curities or plaintiffs' work could
not get coverage, he said.

New alternative facilities offer-

ing lawyers professional liability
coverage include:

• Assn. of Trial Lawyers Assur-
ance (A Mutual Risk Retention
Group), which is licensed in Illi-
nois as a captive and writes cover-
age nationwide.

ATLA Mutual, which began un-
derwriting Aug. 1, expects to in-
sure about 5,000 lawyers in firms
with an average of five attorneys
by the end of its first year of opera-
tion, said Robert Coleman, ATLA
Mutual president.

ATLA Mutual offers primary or
excess limits of $1 million per
claim/$1.5 million aggregate. How-
ever, it may be able to provide up
to $5 million with facultative rein-
surance, he said.

While ATLA Mutual hopes to re-
duce price fluctuations in the mar-
ket, it primarily was established to
assure availability and, secondar-
ily, to improve the quality of ser-
vices to policyholders, Mr. Cole-
man said.

• Professional Liability Un-
derwriters Group, a Bermuda cap-
tive formed in September by 15 of
the largest law firms in the United
States. PLUG is designed to write
less than $5 million in limits in a

Continued on next page
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Attorneys limits ranging from $100,000 per age San Diego-based Golden Eagle more established captive programs million for firms with between two
claim/$300,000 aggregate to $5 mil- Insurance Co this summer began have rates comparable to those and 100 attorneys

Continueifrcm previous page hon or more with the use of faculta- writing up to $5 million in limits on a charged by commercial markets, said Rates are 10% to 15% lower than

$20 mill on excess of $20 million tive reinsurance, said Richard primary or excess basis in Arizona Ms Myers of Shand, Morahan a year ago, said Jim Knupp, assis-
layer Cowan, vp of Fred S James & Co of and California, and three units of Alternative facilities' lower rates tant vp in Crum & Forster's pro-

• Bar association-related insurers California in San Francisco James Philadelphia-based Reliance Insur- may stem from the groups' lack of fessional liability department
About 24 states now have bar-related provides some administrative ser- ance Group last year began offermg loss experience or the fact that the> However, "I don't see iates mov-

insurance companies that provide vices to the program, which has its up to $10 milhon in hmits are based on previous est-mates o. ing downward at all," said a spokes-
professional -iability Insurance to at- executive offices m Missoula, Mont And, larger firms-those with at claims frequency and severity, Ms man for St Paul, because of the in-
torn€ys in those states, up from fewer ALPS now writes policies for 740 least 40 attorneys-can obtain cov- Myers said creased severity and frequency of
than a dczen such facilities at the be- lawyers located in Delaware, West erage from Attorneys Liability As- However, ALPS President Rober. claims as well as general inflationary
ginning of 1984, estimated Sheree Virginia, Kansas, North Dakota, surance Society, said Chairman Mark W Minto Jr said his organization's pressures
Swetin, professional habillty coordi- South Dakota, Montana, Wyoming, Berens actuarially determined rates are com- For example, loss trends are
nator for the American Bar Assn Idaho, Nevada and Alaska ALAS, which began as a Bermuda- petitive in some states, but in two prompting St Paul to make new rate

Those companies are typically In addition, the Illmois State Bar based captive in 1980, now insures states-West Virginia and North Da- fangs in several states, which may
owned by irdividual attorney/poli- Assn expects to soon begm under- 37,000 attorneys m large firms in 45 kota-the rates had to be set so high translate into an average 10% to 15%
cyholders and are operated by the writing up to S5 million in limits states In Decembei 1987, 11 formed to be sound that few attorneys are increase in rates, the spokesman said
state bar associations as mutual or through a new risk retention group an Illinois captive to underwrite the attracted to the program Meanwhile, another market ob-
captive Insurers However, many ty- However, a few other state bar as- policies, which ale reinsured by the However, in other states, like server said rates for large firms are
picany write coverage only for mdi- sociations decided against formmg Bermuda facihty ALAS now offers Alaska, some commercial insurers rising about 20% to 30% nationwide
vidual attorneys or small firms insurers, in part because of high limits of $25 million per claim/$50 "are chopping rates like you can't And, one source pegged rate in-

EarlieI thIs year, bar associations start-up costs, said Sylvam Dion, the million aggregate, the same as a year believe," Mr Minto contencs creases for large firms in New York
m 10 less-pooulous states created the Chicago-based head of The Wyatt ago, Mr Berens said "The marketplace is very competi- City at 20%, while another was aware
Attorne>s Liability Protection So- Co 's risk management practice While coverage is more available, tive," said Robert Stalker, vp-mar- of 40% rate increases
ciety Inc The Nevada-heensed risk Meanwhile, two commercial insur- 16 affordabihty still varies keting with Crum & Forster Manag- Aside from rates, Insurers are being
retentior group began offering law- ers also have begun underwriting The new risk retention groups ers Corp of Ilhnois in Chicago, which more flexible in accepting higher-
yers E&0 coverage in March with lawyers professional habihty cover- "usually have lower rates," while offers combined single limits of $ 3 rlsk clients like those that do a signif-

icant amount of securities work, a

few insurers say
Nevertheless, most insurers con-

tinue to use tighter pohey forms de-
./-.:I veloped in the last hard market,

, 4* which include defense costs within

1

:*

policy limits
An exception is St Paul, which

P--I:.- a / 1 -*
'-0,L_

offers a professional liability pro-
'7

,k, costs to pollcy limits in some states1 -C C_)'

1*8 gram that does not sublect defense
7,1 /1

'*1 for lawyers whose practices exclude
6 1 lilli) 1

secunties work

While there was disagreement
about rate trends, many concurred
that both the severity and frequency
of claims were up substantially in the'34

7/ " A past few years
. In fact, several observers cited the

record $50 million settlement a Phil-
._ 1,461

7- 3 adelphia-based law firm recently
made with the Federal Savings &

1 -FIL

12-' sentation of a failed Florida thrift
...'

(BI, Aug 15)

Loan Insurance Corp over itss repre-

The FSLIC and other financial reg-
2,46 ulators have been "fairly successful"

4

at suing on behalf of a financially
troubled company to tap a lawyer's

I

t
E&0 pollcy for what amounts to a
directors and officers hability claim
stemming from an attorney's partici-

·3 pation on a faihng company's board
|(*2 t of directors, Shand's Ms Myers said

As a result of the Increased claims

activity in lawyers professional ha-
bility, "there are more msurers and

f reinsurers who are beginning to real-
J *4

"r=i=m'
ize the value of rlsk management,"

-4- said Duke Nordlinger Stern, presi-
. r ..41¥11 . dent of Duke Nordlinger Stern Asso-

,M ciates Inc in St Petersburg, Fla, a
risk management consultant

And'law firms themselves, particu-

larly large firms that retain the first
. = $1 million in risk, "have a significant

L «ist
financial interest in preventing

: - T 314 losses," said Stuart Pattison, manag-
.

31¢ ijwY W , , ing director of MIPI Brokers, a
...%,

*15
Paramus, NJ, subsidiary of Minet
Holdmgs PLC He places InsurancE
for about 150 law firms, most 01

...4.1 which have more than 100 attorneys
Typical risk management activities

among law firms include dissemma-
tion of information about topics like
docket control and client engagement
and disengagement letters through

The Diamond. Beautiful, yet versatile. Valued not onlY anything in between.. you'll find your GAB Manager newsletters, seminars, videotapes and
by jewelers for its dazzling appearance, but by indus- eager to work with you, to arrive at the solution that bibliographies, said the ABA's Ms
trialists for its strength, durability, and unsurpassed best suits your needs. You'll receive not only highly Swetin

cutting power. A multi-faceted gem of Timeless professional service, but the personal consideration While Mr Pattison said he does

Quality and understanding you deserve. not think law firms' risk manage-

GAB Likethediamond, multi-faceted. And versatile ment activities will translate intc
Competence. Caring. Flexibility. Versatility. Theabil- premium credits for some timeOffering a comprehensive range of services. Each ity to work side by side with you to resolve your ALPS' Mr Mmto noted that his risk

service shaped to your specific needs, as meticulously problems quickly and cost-effectively AT GAB, we retention group already is offerms
as a gem-cutter shapes the priceless diamond. believe these attributes are as important today as they discounts on premiums to attorneys
Your GAB Branch Manager Equally versatile. And were over 100 years ago. That's why we invite you to who attend risk management se-

uniquelyattuned to your local situation and require- discover yet another facet of GAB. Discover our Imnars

In addition, ALPS offers policy-ments Whether expediting a routine assignment, in- versatility today. And put the Timeless Quality of our
holders access to a toll-free telephoneItiating a complex claims administration program, or services to work foryou tomorrow. Call 201-993-3400.
number foi both peer support with
technical questions as well as a claim
expert's confidential help in handlinB
malpractice claims

Timeless Quality from 912 ALAS' Mr Berens also credits risk

A Member of the SGS Group management measures, which in-
(Sociatt Gdndrale de Surveillance) people who care 06.1 clude three visits by insurer represen-

tatives to policyholders each year, foi
.-r&'Ii'Yamle holdmg ALAS' claims steady over th€

r, · '&1&
past three years m
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Spotlight report

Accountants E&0 market stable-for now
By MICHAEL BRADFORD

There is an uneasy calm in the
accountants professional liability in-
surance market.

Rates that in some cases doubled

during the past two years have sta-
bilized and sufficient capacity ap-
pears to be available, especially for
small firms.

But insurers and accounting pro-
fessionals say it is still possible that
the complex Tax Reform Act of 1986
will haunt accountants and insurers

by spawning increasing numbers of
errors and omissions claims.

And, court cases in some states

have expanded the liability of ac-
countants. Insurers and accountants

also point out that a recent string of
large awards could send rates for the
coverage upward again.

In addition, some insurers and
reinsurers remain afraid to commit

capacity to accountants professional
liability insurance for fear of taking
"a big hit."

"During the (insurance) crisis, our

profession was one of the hardest
hit," said Walter Primoff, director of

professional programs for the New
York State Society of Certified Pub-
lic Accountan-s, a 31,000-member

trade group.
"A lot of insurance dried up and

limits went way down," said Mr. Pri-
moff, referring to the hard market
cycle of the mid-19801 "In the last
couple of years, rates have still been
very high, but coverage is available.
In 1985, a lot of accountants couldn't
get insurance."

In the last two years, "there has
been a stability added that may or

may not be destroyed by tax reform,"
observed Robert Stalker, vp-market-
ing with Crum & Forster Managers
Corp. of Illinois in Chicago.

Provisions in the 1986 Tax Reform

Act are confusing and could be re-
sponsible for generating professional
liability claims long after the law has
taken effect, he said.

Mr. Stalker pointed out that while
the accountants professional liability
insurance market has softened, "if we
see a tremendous increase in claims

with regard to tax reform, it could
harden again."

Michael Silchuck, vp with Herbert
Landy Insurance Agency Inc. in
Needham, Mass., said the biggest
source of claims for small firms has

always been tax-related and, he
added, "with the big changes in '86,
things will stay unsettled for a couple

10600000000,0O4K 165 9*

\A/HAT HAS REINSURAI\ICE IN COMMON

WITH GOTTFRIED \A/. LEIBNIZ?

Gottfried W Leibniz

the famous philosopher
and mathematical genius
(1646 1716) lived most

TG of his life in Hannover.

Many epoch-making ideas,
like the world's first viable

calculator, are connected with his name.

This calculator was the first to incorporate
the four basic modes of mathematics.

more years."

Although the market for account-
ants professional liability insurance
has softened since the end of the last

hard cycle, large accounting firms
have not reaped as many benefits
from the market turn as smaller com-

panies.

Restrictions on capacity "eased
slightly in 1988," for Big Eight ae-
counting firms, according to Peter
Christie, chairman and chief exec-
utive officer of Montreal-based Minet

International Professional Liability
Ltd., which places coverage for those
larger firms.

Though Mr. Christie said that the
amount of coverage Big Eight firms
can purchase is considered confiden-
tial, other sources estimate the lar-
gest accounting firms are able to pur-
chase from $50 million to $100

He also pioneered the binary system,
reducing calcula:ions to 0 and 1. His logic
is an indispensable part of today's
computer technology We are dedicated
to this legacy of innovation and excellence.
In the spirit of Leibniz, we aspire to be
in the forefront of advancing computer
application, thus responding effectively
and expeditiously to the increasing
complexities of Reinsurance.

HANNOVER RE · EISEN UND STAHL RE

Karl-Wiechert-Allee 50 - D-3000 Hannover 61 · West Germany
Telephone 011-49-511-5604-0 Telex 841-922 599 hres

million in primary and excess cover-
age worldwide.

Much of the coverage, Mr. Chris-
tie acknowledged, is placed in the
London market.

The reluctance of reinsurers to take

on Big Eight firms' risks has res-
tricted the amount of primary cover-
age available, Mr. Christie explained.

"They are the major cause of the
reduction of capacity," he said of
reinsurers. "They have not come
back" since the professional liabil-
ity insurance market began soft-
ening

Reinsurers, he added, "got pretty
badly hurt" in several lawsuits that
resulted in large awards against ac-
countants.

Over the past two years, insurers
have increasingly been called on to
shell out large payments, like the one
for nearly $20 million paid by syhdi-
cates at Lloyd's of London to settle a
suit brought against Peat, Maiwick,
Mitchell & Co. by the Federal De-
posit Insurance Corp. over the 1982
collapse of Penn Square Bank of
Oklahoma City (BI, July 14, 1986).

Later in 1986, Alexander & Alex-
ander Services Inc. collected a total

of $24 million in a settlement funded
by insurers of accountants Peat Mar-
wick, Josolyne Layton-Bennett & Co.
and de Paula Turner Lake & Co. (BI,
Nov. 10, 1986). That settlement ended

a lawsuit in which A&A alleged
breach of contract and negligence
against the accounting firms, which
had audited Alexander Howden

Group P.L.C. and its subsidiaries
prior to A&A's 1982 acquisition of
Howden.

Stan Oetken, assistant vp of Min-
neapolis-based Professional Liability
Underwriting Managers Inc., agreed
that "it is difficult to get reinsurance
support. . . .The reinsurance market
has not softened like it has in some

other areas."

PLUM administers a program
written by The Home Insurance Co.
of Indiana, a subsidiary of The Home
Insurance Co. of New York. The pro-
gram offers medium-sized account-
ing firms $1 million in errors and
omissions coverage with a $1 million
aggregate.

"There is a general fear of this
type of business until it gets a bet-
ter track record," Mr. Oetken ex-
plained. Reinsurers, in particular,
have a "general fear that they are
going to get hit with a big one," he
added.

Much of the fear is unfounded, Mr.
Oetken remarked, because "we know
thousands of CPA firms that have

never had a claim."

Lack of reinsurance support is one
reason the 2-year-old PLUM pro-
gram has not expanded as quickly as
developers had hoped, he said. The
coverage currently is available in 13
states with approval pending in three
others.

Reinsurers' fears have not been

justified with regard to the PLUM
program, said Mr. Oetken, who
added that "the loss ratio has been

favorable to this point, knock on
wood. We had a couple of claims to
policy limits."

If reinsurance market conditions

do loosen, Mr. Oetken said he hopes
to secure a reinsurance treaty that
would allow The Home to write an

additional $1 million in limits. Firms
with more than 10 professionals
usually like to purchase more than $1
million in coverage, he explained.

The accountants E&0 coverage
written by The Home is on a claims-
made form with a one-year tail avail-
able if the coverage is canceled or not
renewed. Coverage for prior acts also
is available. Deductibles start at

$2,500.

Small accounting firms, those with
fewer than 10 professionals, see th€
professional liability insurance mar-
ket from a different perspective than
their larger counterparts.

Continued on page 16
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Accountants
Continued from page 14

"The Big Eight firms are really

out there on their own," explained
Mr. Silchuck of the Landy Insur-
ance Agency. "Their experience
hasn't had any influence on the rat-
ings for smaller companies."

For example, he said that the pro-
gram offered through Landy rates a
risk by the number of covered pro-

fessionals. Small firms pay from
$1,000 to $2,500 per professional and

"Big Eight firms are paying at least
twice that," said Mr. Silchuck.

The agency offers coverage with
limits up to $3 million in a pro-
gram sponsored by the National So-
ciety of Public Accountants. The cov-

erage is written on a claims-made
basis in all states except New York
and Nebraska, where it is written on
an occurrence-based form. About

7,500 policyholders are in in the pro-
gram, which is open to all CPAs.

The coverage is written by Chi-
cago-based Transportation Insurance
Co., a subsidiary of Continental Ca-
sualty Co., a CNA Financial Corp.
unit. Like most programs for small

firms, the NSPA coverage excludes
securities exchange work and work
that includes investment advice and

asset management.
Mr. Silchuck said rates have sta-

bilized for his agency's program after
skyrocketing 150% in 1986 and 40%
last year.

And, reinsurance is not a prob-
lem "because we've stuck with the

smaller (accounting) firms where
there is not a huge (claims) severity
problem," Mr. Silchuck observed.

Mr. Stalker of Crum & Forster said

the coverage written by C&F units
North River Insurance Co. in Morris-

town, N.J., and International Surplus

Lines Insurance Co. in Chicago for
members of the American Institute of

Certified Public Accountants in New

York is another program that does
not have serious reinsurance prob-
lems.

However, he added, the reinsur-
ance market still does not whole-

heartedly support this particular line
of business.

The C&F program, which offers
up to $3 million in limits is "a large

program properly underwritten with
decent underwriting results," said
Mr. Stalker. "We're not making tons
of money on it, but it's profitable to

the extent that it is highly desirable
from a reinsurance standpoint."

The C&F program is administered
by Rollins Burdick Hunter of New
York Inc.

New capacity for smaller firms also
is available from Homestead Insur-

ance Co. of Philadelphia through
Professional Indemnity Management
Co., a managing general agency in
Chicago.

The PIMCO program, in place since
January, offers firms with 10 or
fewer professionals claims-made cov-
erage with aggregate limits of
$100,000, $250,000 or $500,000. The

coverage is available on a surplus
lines basis in 37 states and on an ad-

mitted basis in three other states and

the District of Columbia.

About 200 policies have been writ-
ten and response to the program is
encouraging, said Michelle A. Duf-
fett, executive vp with PIMCO.

So far, around 45% of policyhold-
ers have purchased limits of $250,000
and another 45% have bought limits
of $500,000, said Ms. Duffett. The re-

maining 1 0% chose policies with
limits of $100,000, she said.

CAL Accountants Mutual Insur-

ance Co., formed in 1986 to write

coverage for California accounting
firms, has increased the limits it

offers. When the company began, it
provided claims-made coverage with
a $750,000 aggregate. A $250,000 ex-

cess layer was available through
Classic Syndicate Inc. of the Illinois
Insurance Exchange and Associated
International Insurance Co. of Los

Angeles.
Today, the insurer writes cover-

age for about 2,000 policyholders and
offers primary limits of $500,000,

$750,000, $1 million or $2 million No
excess coverage is available.

Frederick Knauff, executive vp at
CAL Accountants Mutual, explained
that increased reinsurance support
allowed the insurer to increase its

primary limits. "We are getting ever
more favorable reviews from rein-

surers," he remarked. 'They are very
supportive of the program."

In July 1987, CAL Accoun:ants
Mutual boosted its rates 80%, said

Mr. Knauff, while changing its cal-
endar year so that policies that saw
the increase were actually in force
18 months. [n January 1989, he ex-
pects rates lo rise :nother 22% in
step with increases -tat normally ac-
company claims-made coverage dur-
ing later poley years.

The price for coverage offered by

Admiral Insurance Co. of Cherry Hill,
N.J., has remained fairly steady dur-
ing recent insurance market cycles,
said Ervin Kranberg, president of
Des Plaines, Ill.-based broker Profes-
sional Liability & Consultants Inc.

Mr. Kranberg, whose brokerage
places the coverage with Admiial,
said the insurer "has tried to keep
a pret:y firm line of where premi-
ums should be" for accountants pro-
fessional liability insurance.

Admiral offers limits of up tc $1
million, but generally writes $500.000
of coverage for small accounting
firms. Last year, the insurer wrote
gross premiums of $5 million to $6
million through the claims-nude
program offered by Professional Lia-
bility & Consultants, Mr. Kranberg
estimated.

Ms. Duffett pointed out that al-
though some insurers have increased
the limits they offer, there is an ab-
sence of new players entering the
marketplace.

"As far as I know, nobody else
has entered this area since we came

in last January," said Ms. Duffett.
C-PAC-0, a risk retention group

that was being formed last year to
write professional liability coverage
for accountants, was scrapped before
it could get off the ground (BI, Sept.
14, 1987). Mr. Primoff of the New

York Society of CPAs said the market
softened so much that there was no

need to continue with plans for the
group to offer up to $1 million in
claims-made coverage.

In California, plans to write the
coverage through an offshore insurer

have been stalled because of a chal-

lenge from the California Insurance
Departnent.

Norm Smith, owner of broker Cap-
itol Workshop International Services
Ltd. in San Francisco, said he in-
tended» to offer accountants profes-
sional _iability insurance through his
insurer, Professionals Prototype I In-
surance Co. Ltd. in Barbados. The

offshore insurer currently writes pro-
fessional liability insurance for Cali-
fornia .awyers (BI, Oct. 20, 1986).

However, the department would
not allow the company to begin writ-
ing accountants professional liability
coverage in California because of in-
sufficient claims data and lack of an

experienced underwriter to handle
the CPA business, said Mr. Smith.

Continued on nert page
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The complexities of insurance
change dramatically from country to
country And if your insurance bro-
ker is not estaolished everywhere
ycu ope-ate, you may find your

company and its assets in jeopardy.
Beyond its more than 90 offices

rationwide, James, through the net-
work of the Sedgwick Group, can
serve multinational clients through

300-plus offices in 64 countries.
James c ffers clients this global net-

work of seasoned insurance profes-
sionals-in place, in touch with each
other, and ready to respond to what-
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As soon as: claims data can be assembled and a capa-

ble underwriter retained, "we will go ahead and ap-
proach the dbpartment and see if we can use the com-
pany to write lawyers and CPAs," Mr. Smith remarked.
"We hope to have it all put together next year."

If coverage is offered through Professionals Prototype, it
likely will be at limits of $500,000, he said. An excess layer
of $500,000 probably will be available from Mr. Smith's
Professionals Prototype Excess Insurance Co. Ltd. in
Grand Turk, Turks & Caicos, British West Indies.

In recent years, insurers and accountants have been af-
fected by several court decisions (BI, Oct. 20, 1986).

Whether the liability has been broadened or narrowed,
"really depends on what state you're in," said Mr. Primoff.

"In New York, in general, the only person that can
sue a CPA for liability is the client," he explained.

But in others, like New Jersey, "anybody that the CPA
could reasonably guess could use those statements can
sue," Mr. Primoff said. "Which means the whole world."

The landmark decision that narrowed the liability of

accountants in New York came in the case of William

Isetin & Co. Inc. us. Mann Judd Landeau (BI, April i 8).
In that decision earlier this year, it was ruled that

third parties such as investors and lenders must show
that an accountant knew the third party would rely on
the accountant's review or audit in making a business
decision to prove the accountant was negligent.

But while the Isetin decision narrowed liability for
accountants in one area, another ruling expanded it

U.S. District Judge Charles E. Stewart ruled that U.S.-
based firms can be sued in the states for negligence in
preparing audits for other countries (BI, March 14).

The judge denied a motion by Arthur Andersen Co. to
dismiss a $260 million suit filed against it by the British
Department of Economic Development in connection with
audits the firm conducted for De Lorean Motor Co and its

Irish unit between 1978 and 1980. The British government
had invested in securities offered by De Lorean.

Mr. Knauff also pointed out that accountants are be-
coming increasingly vulnerable to lawsuits stemming from
work performed for troubled savings and loans. •

neet them is a gaping expanse

t
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Day-care liability cove r
available, but limited

By KARI BERMAN

The day-care liability insurance
market is stabilizing, though un-
derwriting guidelines remain strict
and policies are full of exclusions,
according to day-care liability in-
surance experts.

The newfound coverage capacity
and affordability also may be
short-lived, observers fear, as in-
surers feel the effects of the 1986

Tax Reform Act, observers say.
But some day-care providers are

ever clients need no matter where

they need it.
When it comes to genuine global

service. James and Sedgwick cover James builds the bridge.
the world. America's premier insurance broker. A Sedgwick Group Company

hoping that proposed federal fund-
ing of a day-care liability reinsur-
ance pool will further expand the
market for the coverage.

While capacity is generally
available, limitations and exclu-
sions contained in child-care lia-

bility insurance policies often
leave day-care centers-and em-
ployers with on-site day-care faci-
lities-exposed to significant, un-
insured exposures of which they
are unaware until a mishap occurs,
experts warn.

"Day-care centers have to check
for loopholes in policies, such as
exclusions of coverage for off-pre-
mises field trip accidents and kid-
napping, which can occur during
parental custody disputes," eau-
tions James Strickland, president
of Human Services Risk Manage-
ment Exchange, a consultant in
Austin, Texas. He estimated that a

total of $80 million in capacity is
available nationwide.

After insurance companies suf-
fered huge losses in the mid-19805
following a rash of day-care center
child abuse incidents, all day-care
center liability policies now specif-
ically exclude coverage for child
abuse and molestation.

"The child abuse issue has been a

problem for insurers because there
is not a set definition of abuse,"
said Barbara T. Nelson, insurance
manager for Health One Corp. in
Minneapolis.

"Anything that can be inter-
preted as mentally, physically or
emotionally damaging to a child
can prompt a parent to prosecute
and take the insurance carrier to

the cleaners," she explained.
Although child-care experts re-

port that the day-care center child
abusescare of previous years has
been diffused and that instances of

day-care child abuse are fewer
than in the past, liability insurers
remain wary.

"Past loss experience is not in-
dicative of future risk," according
to Mike Waters, an actuary at the
New York office of Tillinghast, a
division of Towers, Perrin, Forster
& Crosby Inc.

"If you look at the past 10 years'
experience in relation to premi-
ums, there are only a few severe
loss cases·. Carriers are concerned

about the perceived risk and are
worried about having to cover
claims for cases that exist but have

not yet been reported," he added.
According to Mr. Strickland,

there is a three- to five-year time
lag between the initial incident
and the actual filing of a claim,
making it dangerous to rate a day-
care facility on a one-year experi-
ence scale.

However, because it takes three
to five years for claims to mature,
Mr. Strickland cautions that insur-

ers probably won't immediately
lower premiums.

"These actions might help lower
prices, but they might be prema-
ture. . . .A one-year experience
rating will usually include only the
smaller claims and at the end of

the first year the incurred-but-
not-reported claims will usually
dwarf all others," he added.

CIGNA Corp. sends all of its
day-care liability policyholders a
loss control brochure and check-

list, enabling each to perform a
self-evaluation by checking for
problems with facilities, play-
ground and toy material, exits and
transportation, said Robert Lo-
Conte, director of marketing oper-
ations for CIGNA in Philadelphia.

Each of the 3,300 day-care cen-
ters insured under the CIGNA pro-
gram must adhere to the insurer's
underwriting standards, designed
in accordance with the regulations

Continued on next page



Day-care liability
Continued from previous page
of the National Assn. of Educa-

tion for Young People, Mr. Lo-
Conte said.

The NAEYP requires employee
screening and training in addition
to observance of a strict safety
code, Mr. LoConte added.

"Our average premium for a
day-care facility of 40 to 50 chil-

dren is $3,500 annually with a $1
million basic limit and an umbrella

limit of up to $10 million," accord-
ing to Mr. LoConte.

Another major player in the day-
care liability market is Continental
Insurance Co. of New York, which

underwrites a program adminis-
tered by Marsh & McLennan
Group Associates in New York.

Continental's day-care program,

developed three years ago under
the guidance of the Child Care Ac-
tion Campaign, protects providers
against claims for injury from par-

ents and other parties for either
combined single limits of $500,000
or $1 million, depending on the
needs of the specific center, ac-

cording to Fredrick Seifert, vp at
Marsh & MeLennan.

Also included in the package is
medical payment coverage of
$10,000 per occurrence and an ag-
gregate of $20,000; and a $50,000
limit for fire damage and legal
costs, excluding criminal acts, lia-

bility for incidental nursing ac-
tions and personal injury, Mr. Sei-
fert explained.

"Premiums are based on claims

made, experience and the average
number of children present on a
normal day of occupancy. Mini-
mum premiums begin at $500 per
year for a $500,000 limit and $625
per year for a $1 million limit," he
said.

To be eligible for coverage
through this program, day-care
centers must be licensed, engage in
pre-hiring employee screening and

agree to regular safety inspections,
according to Mr. Seifert.

"Our experience has been good
because we take the time to in-

spect every facility and make sure
that safety standards are being
maintained," he added.

A third market for day-care cen-
ter liability insurance is Los An-

geles-based BMF Marketing Insur-
ance Services Inc., a subsidiary of
Bayly Martin & Fay International
Inc., which offers its coverage
through the National Care Pro-
vider Inc. Group Purchasing Plan.
Policies are written by Topa Insur-
ance Co. of Los Angeles, explains
Joseph Silverman, president of
BMF Marketing.

The BMF program-which is of-
fered to licensed day-care centers
in California only and based on the
experience ratings of hundreds of
California centers-charges a base
premium of $46 per child per year.

"We offer limits of either

$300.000 per occurrence with an

1&H INFOLINE
INFORMATION AND IDEAS ON RISK MANAGEMENTFROM JOHNSON & HIGGINS

aggregate of $300,000 or $500,000
per occurrence with a $500,000 ag-
gregate," Mr. Silverman said.

"Liability is measured in terms

of severity rather than frequency
of occurrences," he said. For ex-

ample, "although the majority of
claims involve minor accidents, an

infant death, such as one past
claim involving strangulation on a
pacifier, resulted in a $500,000 set-
tlement."

According to Charles Tagman, vp
at the Boston offic, of Tillinghast,
"there is less risk in covering large
national day-care-center chains
because they have to rneet state
regulations and pre-employee
screening requirements, resulting
in excellent histories for many of
the major players in the day-care
provider market."

Montgomery, Ala.-based Kinder-

Care Inc., which provides daily
care for 105,000 children in 1,200
centers nationwide and in Canada,
is one such chain that has not had

New Asbestos Insurance Company Formed.

Vermont unit to serve preferred-risk contractors.

American Safety Risk Retention Group, Inc. (ASRRG), a new stock casualty

insurance company, is now providing liability insurance to preferred-risk
asbestos abatement contractors.

The company is licensedbythe state ofVermont andis authorized under the
1986 Risk Retention Act.

ASRRG is totally contractor owned and operated. Only shareholders can

purchase insurance and only insureds maybecome shareholders. Shareholder/

insured contribution to capitalis included in the first-year premium.

Three policy forms a.reoffered by ASRRG: claims made, reported occurrence,

and occurrence. Coverage for liability arising out of asbestos abatement opera-

tions (including products and completed operations, personalinjury, and

professional liability) is provided. Policy limits are either $ 1 mnlion or $2

million per occurrence and up to $5 million in the aggregate.

ASRRG also will offer a program especially for building owners designed

along lines similar to the contractors' program. Project coverage will be automa-

tic for building owners who use ASRRG-insured contractors. For building

owners notusing these contractors, coverage willbe available onaproject-by-

projectbasis. ASRRG has stringent loss-control guidelines for admission.

c]WH is program manager for ASRRG, which is accessible to independent

agents and brokers.

For more information, callyour local JSH office, or Clayton Price or Tina
Crouse at 404-586-0000.
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problems obtaining insurance.
"Kinder-Care has done very well

in the insurance market and is co-

vered by a general liability policy
that includes coverage for alleged

or suspected child molestation,"
said Jerry Hill, director of risk
management for Kinder-Care. He
would not release specific coverage
information.

Kinder-Care reduces the chance

of an accident or foul play of any
kind by designing facilities with-
out inside walls so that children,

are in sight at all times.
Also included in Kinder-Care's

risk management policy is pre-em-
ployee screening and employee

training programs that often ex-
ceed state regulations.

"Kinder-Care has one of the bet-

ter claims history in relation to

the numbers and this showing has
resulted in our ability to maintain
proper coverage in a difficult mar-
ket," Mr. Hill said.

But other companies have not
been as fortunate.

La Petite Academy Inc., a Kan-
sas City, Mo.-based national day-
care-center operator that cares for
an estimated 70,000 children in 650
locations, lost its general liability
insurance coverage in July when
American International Group Inc.

in New York canceled its policy.
Although an AIG spokeswoman

said the policy was dropped as a
result of La Petite's excessive

claims volume, Paul Vadovicky, La
Petite's controller, reports that

"AIG canceled the policy without
giving a reason."

Mr. Vadovicky speculates that

"AIG may have made confidential
settlements for child abuse claims

filed in 1985 when some policies

contained child abuse protection,
paid too much and then canceled
the coverage."

The AIG policy had limits of $1
million per occurrence, Mr. Vado-
vicky said.

La Petite is now self-insured for

liability claims, he said.
Another reason La Petite-and

other day-care centers-may en-

counter coverage availability
problems is the changes in the tax
law, which forces insurers to dis-
count their loss reserves and in-

creases their overall tax liabilities,

Mr. Strickland speculates.
"We project that within 18

months there will be a tightening
in the day-care center liability
market as insurers respond to the
new tax laws and find that they
don't want to insure industries

with large future risks when they
are being forced to reduce their
own reserves," he said.

Tillinghast's Mr. Tagman agrees
that, "As the insurance industry
realizes the implications of the
1986 Tax Reform Act, combined
with increasing inflation and de-
creasing interest rates, the mar-
ket will become more restricted."

However, on a more positive
note, Mr. Tagman does not believe
the premium increases and policy
restrictions will be as severe as

those of the hard market of the

mid-1980s "because of a fear of

federal intervention."

At least one proposed federal
program is aimed at increasing
day-care liability insurance capac-
ity. The plan, proposed by Vice
President George Bush, would es-
tablish a federal reinsurance pool
that would make it easier for em-

ployers and day-care center opera-
tors to obtain liability insurance.

However, day-care liability ex-
perts critical of such a plan are
concerned that making day-care
coverage more accessible would
enable unsafe facilities to operate.

"Federal money for liability cov-
erage will certainly help more
companies provide on-site care,
but it might also help the poorer
facility operate because the com-
panies will not have to meet the
safety standards required for cov-
erage in the commercial insurance
markets," Mr. Tagman said. m
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Employer-sponsored day-care holds risks
By KARI BERMAN

Though apprehensive about expos-
ing themselves to increased liability,
some employers are entering the
risky business of either opening on-
site day-care centers or sponsoring
day-care facilities.

But employers that venture into
the day-care realm are cautious,
practicing strict risk management
principles, while other employers
mitigate their potential liability by
subcontracting with established
child-care providers or by supporting
day care by issuing vouchers to em-
ployees rather than sponsoring a
day-care facility.

However, consultants warn that

employers that attempt to avoid day-
care liability by transferring the risk
to another provider or by offering

vouchers may still be exposed.
Employers are being pressured to

play a larger role in unlocking day-
care center doors by the growing
number of "latchkey" children, a

phenomenon that has resulted from
the changing demographics of the
U.S. workforce.

With three of every five women
with school-age children working
outside of the home, more than 2
million children are left alone for

some part of the day, according to
a recent U.S. Bureau of Labor Sta-

tistics study.
"Although employers tend to be

frightened by liability risks, as com-
panies are recognizing the need to aid
employees with their child-care

needs, significantly more are select-
ing on-site care," said Lewis Figh, vp
of corporate child-care services for

Kinder-Care Inc. The Montgomery,

Ala.-based day-care provider oper-
ates 1,200 centers nationwide and in

Canada, in both independent and
employer-affiliated settings.

Maryann Laketek, a consultant in
the Chicago office of Hewitt Associ-
ates, agrees. While "employers are
vety quick to react to the risk of lia-
bility involved in creating an on-site

facility," she said, they are express-
ing more interest this year than in the
past.

But, "whether sponsoring certain

facilities or building a day-care cen-
ter on company grounds, there is a
liability factor that is often a major
stumbling block for employers who
deal with this issue and they have to
be aware of all of the risks," warned
Susan Connolly, a consultant in the
Boston office of William M. Mercer-

Meidinger-Hansen Inc.
Although obtaining adequate lia-

bility coverage is a primary obstacle
blocking employers from building
on-site company day-care centers,
the risks can be minimized by imple-
menting and enforcing strict internal
loss control and risk management
policies, said James Strickland. presi-
dent of the Austin, Texas-based

Human Services Risk Management
Exchange.

He advises day-care liability pol-
icyholders to conduct in-depth loss
prevention training programs for
day-care center employees to devel-
op their observational skills and im-
prove behavior management, in addi-
tion to maintaining environmental
and quality standards.

Combining these elements in a loss
control program can reduce expo-
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sures by teaching employees to an-
ticipate accidents that can happen in
technically safe facilities, Mr. Strick-
land believes.

And, Mr. Strickland predicted that
as both insurers and policyholders
become more aware of risk manage-
ment programs that can help control
day-care-related losses, they will be-

come less frightened, resulting in an
increase of both employer-sponsored

and on-site day-care popularity.
For example, renewal discounts are

being offered to day-care providers
that participate in a day-care train-
ing program under the Family Day

Home Care policy administered by
BMF Marketing Insurance Services
Inc., according to Joseph Silverman,
president of the Sherman Oaks,

Calif.-based subsidiary of broker
Bayly, Martin & Fay International
Inc.

Although some experts believe
child care to be the employee ben-
efit.of the future and predict an in-
crease in on-site day-care centers,

some progressive companies, among
the first to offer on-site day care,
view child-care provisions as a prob-
lem of the past.

Miller & Schroeder Financial Inc.

in Minneapolis responded to employ-
ees' requests for day-care assistance
three years ago when a company
day-care center opened its doors, ae-
cording to Carol Anderson, vp of per-
sonnel.

Located in the lower level of a

church one block away from Miller

& Schroeder's main offices, parents
can easily visit their childen during
the day and often join them for
lunch, Ms. Anderson added.

Open from 7:30 a.m. to 6 p.m.,
five days a week, the center has a
maximum occupancy for 34 children
and averages 25 to 28 children daily,
ranging in age from six weeks to 5
years.

"The first year we were open we
priced ourselves 40% below market
value, and the company lost
$100,000," Ms. Anderson said. "Now
our prices are in line with the general
day-care market, but we offer our
employees the convenience of being
near their children," she added.

According to Ms. Anderson, lia-
bility issues created major concerns
when planning the center, and loss
control programs were implemented
m an effort to reduce the risks.

"We have a strict pre-screening
procedure for all potential (day-care)
employees which includes checking
references, background mformation
and police records. The threat of
child abuse is very real and we do
everything we can to avoid hiring a
wrong person," Ms. Anderson ex-
plained.

Miller & Schroeder also avoids

food contamination claims by hav-
ing parents supply their children's
food.

Although she could neither name
the facility's insurer nor release spe-
cific coverage information, Ms. An-
derson said the day-care center is co-
vered by the company's general
liability policy with limits of
$600,000 per occurrence.

Grieco Brothers Inc., a Lawrence,
Mass.-based men's clothing manufac-
turer, has provided on-site day-care
services for employees smce 1986.

Because the company was having
difficulty recruiting and maintaining
personnel due to a lack of day-care
facilities in the area, Grieco re-

quested assistance from the city of
Lawrence's Department of Social
Services, explained Marianne Zeller,
executive director of Grieco's day-
care center.

"Now children of both Grieco em-

ployees and those of surrounding
companies can use the facility that is

subsidized by the city of Lawrence on
a sliding scale based according to sal-
ary and family size," Ms. Zeller ex-
plained.

Continued on page 22
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On-site care
Continued from page 20

The 9,000-square-foot center cur-
rently provides care for 69 children,
and employees of Grieco are pleased
with the convenience that on-site
care offers, she said.

"Parents like to come down dur-
ing the day and check on things,
and if te need them we have easy
access," Ms. Zeller said. "The man-

agement understands the importance
of working with the parents, and that
is an additional help," she added.

Greico \purchases general liability
insurance for its day-care center
from Ph'iliadelphia-based CIGNA
Corp., Ms. Zeller said.

"In order to get proper liability
coverage, the center had to meet state
safety regulations, maintaining
proper ratios of children to supervi-
sor," she said.

"Pre-screening of employees is also
an important part of reducing the
risks of liability," Ms. Zeller pointed
out.

After surveying employees in the
early 1980s, the St. Paul Children's
Hospital in St. Paul, Minn., began
providing on-site day-care in 1982,
said Wendy Nielsen, director of the
Children's Hospital day-care center.

Currently licensed for 80 children,
the center offers child care to hospi-
tal employees at competitive prices
but does not subsidize the cost, ac-
cording to Ms. Nielsen.

"We are a non-profit organization
and we need to cover our expenses.
Parents understand this and feel that

the resources of the hospital is worth
the expense," she said.

In an attempt to reduce liability
risks, the center uses an in-depth em-
ployee screening program that in-
cludes an FBI check, criminal check,
finger-printing and pre-employee
physicals.

"Although we are covered under
an umbrella policy of the hospital,
child abuse coverage is not included
and we are very concerned with pro-
tecting both the children and others
involved," Ms. Nielsen said.

While she identified the hospital's
umbrella liability insurer as St. Paul
Fire & Marine Insurance Co., she
would not provide coverage details.
St. Paul also would not comment.

Another way consultants advise
employers to reduce their potential
liability is by contracting with an
established child-care provider
rather than operating their own faci-
lities.

For example, some employers that
contract with Kinder-Care provide
the space, while Kinder-Care man-
ages the facility.

Walt Disney World in Orlando,
Fla., contracted with Kinder-Care
when attempting to help its employ-
ees with day-care needs, according to
Pam Wells, senior representative of
cast activities at the Magic Kingdom.

"Although Kinder-Care is on Dis-
ney property, they hire the employ-
ees, maintain it and run it like any
other private Kinder-Care center,
and in our periodic safety checks we
find that they are very reliable," Ms.
Wells said.

Walt Disney World employees who
use the center receive a discount from
Kinder-Care as stipulated in Kinder-
Care's contract with Disney World,
she explained.

Kinder-Care quells some of the
company's fears by assuming liability
for any accident resulting the the
negligence of day-care center em-
ployees in its contract with Disney
World, Mr. Figh explained.

"We have not had a problem, but
if the situation arises, Kinder-Care
is responsible," Ms. Wells said.

However, risk management experts
report that often company manage-
ments are unaware of the intricacies

of day-care center liability, assuming
that the company is free from all risk
when in reality it is still responsible.

"Many times companies contract
with day-care operators so that the
operator assumes part of the risk.
rhe operator, however, does not ab-
sorb all of the liability because the

employer is involved in the selection
process of the operator, making him
unknowingly liable," explained Mr.
Strickland of Human Services Risk
Management Exchange.

Other experts concur that when
a company takes part in any aspect
of the decision-making process in-
volved in selecting day-care facili-
ties, it becomes vulnerable to lia-
bility claims.

And although many consultants
tout voucher systems as being safer
than subcontracting with child-care
services, employers' liability expo-
sure remains, employee benefit ex-
perts warn.

In a typical voucher system, like
the one used by Cambridge, Mass.-
based Polaroid Corp., the company
provides the employee with a list of
day-care providers and allows the
worker to select from the list.

At Polaroid, an employee with an
income of less than $35,000 can re-
ceive a subsidy for 10% to 80% of
child-care costs, depending on the

size of his or her family, said Verna
Brookins, Polaroid's corporate corn-
munity relations manager.

"The employee chooses a provider
from our list of registered facilities
and we enter in a contrac: with the
provider for the amount that the
company will pay," Ms. Brookins
said.

"We have not had a problem with
liability claims and our legal depart-
ment has not indicated that there is a
legal problem with this system," she
added.

However, according to Gary G.
Hafner, an employee in the prop-
erty/casualty underwriting depart-
ment at Hartford, Conn.-based Tra-
velers Corp., "When a child is injured
seriously or fatally in a day-care fa-
cility, all parties involved in any way
cart be sued."

He further explained that waiv-
ers releasing certain parties from re-
sponsibility are often worthless when
a child is injured as a result of negli-
gence.

Photo: Miller & Schroeder Financial Inc.

Children of Miller & Schroeder Financial Inc. employees play at Safe-
keeping Corner, an employer-sponsored care facility in Minneapolis.
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A computer system can help an insurance company run its business. But what happens j
when your company grows bigger or its needs grow bigger or your people start to think f
bigger? Do you risk outgrowing your investments in software, training and equipment? i
That all depends on the computer system you choose today.

Enter the IBM' Application System/400' (AS/4003.
Never before has a mid-size computer been introduced with so many proven insurance

applications ready to go.
Dozens of programs-for property and liability, agency management, accident, health,

administration and more-that run on the IBM System /36 and /38 can run on the AS/400.
Also, they'll keep on running no matter how big your system gets. All models of the

AS/400 share one architecture and one operating system. So even if you're just starting out,'
you can make software decisions that won't fence you in later.

And you'll make those decisions with expert help. The people who support the AS/400

* 198818M Corporation. IBM isa registered trademark and Application System/400 and AS/400 are trademarks of IBM Corp.



A growing number of asbestos
abatement contractors are scram-

bling to find adequate liability in-
surance, only to realize that insur-
ers are offering coverage that is so
restrictive that it hardly qualifies
as a transfer of risk.

Some observers also fear that
some insurers that will underwrite

the coverage may not be around in
20 years when asbestos abatement-
related claims are expected to
begin pouring in.

And, other insurers writing the
coverage may not have ample rein-
surance, observers say.

Few states set minimum liability
insurance requirements for as-
bestos abatement contractors, but
industry experts recomm€nd that
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Asbestos removal contractors' cover strict
By STACY ADLER contractors have a minimum of $1

million in occurrence-based liabil-

ity coverage for each job they per-
form.

But, much of the coverage that is
available is either written on a

claims-made form or an occurrence

form riddled with exclusions, in-
dustry observers say.

Insurers have been reluctant to

write coverage for the nation's
3,000 asbestos abatement contrac-
tors-already an estimated $2
billion a year industry-because of
the contractors' inexperience and
insurers' general concern about as-
bestos.

However, observers note the
market is much softer than it was a

year ago, and others predict the
market could soften even further.

The need for asbestos abatement

liability insurance is growing at
exponential ratei as the demand
for asbestos removal increases.

"There is a tremendous need for

coverage," said Vincent Bell, presi-
dent of Risk Retention Group Man-
agement Co. The Burlington, Vt.-
based captive manager helped
form Fulcrum Risk Retention

Group to offer coverage to asbestos
abatement contractors.

Fulcrum, which is in the process
of raising enough capital to offer
contractors $1 million in per oc-
currence limits, will offer a manu-
script form that covers claims
stemming only from the area of the
building where the contractor re-
moved asbestos, according to an
underwriter for the captive.

Currently, liability coverage for
asbestos abatement contractors is
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available from only five insurers
and about a dozen risk retention

groups, according to said Tony
Brown, a vp with broker Rose-Till-
man Inc. in Northbrook, Ill., who
specializes in placing coverage for
asbestos-related businesses.

Those insurers write asbestos

abatement contractors limits rang-
ing from $1 million to $5 million on
either claims-made or occurrence

forrns.

The insurers are:

• National Union Fire Insurance

Co. of Pittsburgh, Pa., a unit of
American International Group
Inc., which has been writing cover-
age on an occurrence form that in-
cludes a sunset clause of typically
four or five years.

• American Empire Insurance
Co., a unit of Great American In-

are specialists, not just in information processing, but in the insurance field as well.
They're called IBM Business Partners and they'll tailor a solution-software, hardware,

, everything-just for you.
For added support, every AS/400 comes with two types of help built in. One is a new

kind of on-line training system that adapts to each user's level of speed and skill. The other
gives you timely customer support by connecting you with experts at IBM, or with your
IBM Business Partner.

That's what the IBM Application System/400 is all about. It's based on IBM's leadership
' with over a quarter of a million mid-size systems already in place, and it does what growing
 insurance companies have told us they want.

It lets you grow into what you need, without outgrowing what you've paid for.
For a free brochure, or to arrange for a detailed discussion about the Application

1 System/400, calll-800-IBM-2468, ext. 85.
='= =:=
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surance Co. in Cincinnati, which
has been offering coverage on a
claims-made form.

• United Capital Insurance Co
of Atlanta, which writes coverage
on a claims-made form.

• United Coastal Insurance Co

of Hartford, Conn., which writes
coverage on a claims-made form
United Coastal was formed in part
by ACMAT Corp. of East Hartford,
Conn., one of the nation's largest
asbestos abatement contractors,

when that company was unable to
find reasonably priced liability
coverage (BI, Nov. 4, 1986; June 3,
1986).

• Fidelity Environmental Insur-
ance Co. of New Jersey. Fidelity
was licensed in 1987 with $10 mil-
lion in capital and offers occur-
renee policies with limits of $2
million aggregate and $2 million
per job. The insurance is written
on the Insurance Services Office
Inc.'s 1986 version of the CGL form

(BI, July 18).

Fidelity markets its coverage
through a nationwide purchasing
group known as Professional En-
vironmental Contractors Inc.

All of the insurers offering cov-
erage to contractors base premi-
ums on a percentage-commonly
5% to 109-of the asbestos abate-

ment contractor's revenues. And,
generally, insurers charge a lower
rate for large jobs than for smaller
jobs.

There are no regional differences
in premiums, according to insur-
ers. However, premiums vary
greatly depending on the asbestos
abatement contractor's experience.

For example, Fidelity stringently
screens all applicants, according to
President Emil D. DeVito.

While Fidelity has received more
than 240 applications for coverage,
it has only 80 policyholders, ac-
cording to Vp Richard C. McDon-
ough.

Many observers, meanwhile,
argue that some of the available
coverage can hardly be considered
adequate coverage for asbestos
abatement contractors.

"Often insurance is no more than

a permit to work, not a real trans-
fer of risk," warned Robert P.
Ouellette, vp-corporate develop-
ment at Versar Inc., an environ-
mental engineering firm in Spring-
field, Va.

Because many of the policies are
very restrictive, asbestos abate-
ment contractors are not receiving
real protection, he explained.

fered is more apparent than real,"
agreed Richard Grayson, vp with
Johnson & Higgins in Atlanta.

He explained that a majority of
the coverage available is written
on either a claims-made form or on

occurrence forms with very strin-
gent exclusions.

Occurrence-based polices are
preferred because they cover any
insured event that occurs inside

the policy period regardless of
when the claim is filed. However,
claims-made policies only cover
events that occur and for which

claims are filed during the policy
period.

"The 15-to 25-year latency of
asbestos-related illness makes

claims-made impractical," ex-
plained Robert E. Mackin, presi-
dent of Mackin & Co., a New York-
based consulting firm.

"Claims-made coverage is vir-
tually no coverage," agreed Mr.
Ouellette of Versar.

"Everyone prefers occurrence
forms," said Mr. Brown of Rose-
Tillman. "But to this date no true
occurrence forms exist without

crazy exclusions."

"It is a problem for contractors
to identify solid coverage," agreed
Mr. Grayson of J&H.

Continued on next page
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Reasons
to call
Sherwood

California Earthquake Insurance
Sherwood is the leading wholesale broker of California Earthquake and D.I.C.
coverage, specializing in the placement of California properties since 1978.
Capacity up to $100,000,000 representing 100 companies and reinsurers.

Primary Products, Excess & Umbrella Liability
When it's a tough products coverage, make it easy on yourself and call The
Market Makers first for strategic thinking and competitive quotations.

Primary Workers' Comp
Statutory workers' comp is now available on a brokered basis for exposures
in California. Incidental coverage in other states also available. Preferred or
problem risks covered by access to a broad range of comp markets. Minimum
Premium $100,000.

There are many more reasons to call Sherwood first:
The West's best full-service wholesale broker has the power markets for all risk,
excess and umbrella liability and property and casualty coverages. Call:
NORTHERN SOUTHERN

CALIFORNIA (415) 956-3236 CALIFORNIA (213) 487-3260 MIDWEST (312) 648-0700

201 California St., Suite 900 • San Francisco, CA 94111 • (415) 956-3236 · Telex 171719 • SHERINSUR SFO

3435 Wilshire Blvd., Suite 2930 · Los Angeles, CA 90010•(213) 487-3260 • Telex 71275568 · SlLAUR

10 So. Riverside Plaza, #1610 • Chicago, IL 60606 • (312) 648-0700 • Telex 282-113 • SHERINSUR CGO

The need for as-

bestos abate-

ment liability in-
surance is

growing at expo-
nential rates as

the demand for

asbestos re-

moval in-

creases.

Photo: LVI Environmental

Services Group Inc.

Asbestos cover
Continued from previous page

Among the exclusions that as-
bestos abatement contractors and

their employers must beware of are
sunset clauses that stipulate the
coverage ends when the abatement

work is complete and exclusions
for bodily injury due to "airborn
particles."

"The typical insurance document
has one page of what is covered
and 20 pages of what is not co-
vered," Mr. Ouellette said.

Mr. Brown and Mr. Grayson
warned risk managers to obtain a
copy of the asbestos abatement
contractor's actual policy and

"read it carefully."
Risk managers also should be

wary of who-whether it is an in-
surer or a risk retention group-is
underwriting the asbestos abate-
ment contractor's liability insur-

ance, said Mr. Grayson.
"Contractors must assess the

likelihood that the company will
be around in 20 years to pay
claims," he said.

"This is the type of business that
could easily attract (insurers) with
less than adequate financing,"
warned Mr. Bell of Risk Retention

Group Management Co.
"Many insurers writing coverage

for asbestos abatement contractors

are not well-established," said Mr.
Ouellette of Versar. In addition,
some insurers and risk retention

groups may not have "solid" rein-
surance programs, he said.

And, Mr. Grayson noted that
many occurrence-based asbestos
abatement liability policies are
reinsured on claims-made forms,

which could be a problem if the
claims-made reinsurance is not

renewed continuously.
However, asbestos abatement

contractors may see some relief
soon, observers say.

For example, premiums for as-
bestos abatement contractors lia-

bility insurance could drop signifi-
cantly as the overall commercial
property/casualty insurance mar-
ket continues to soften, according
to industry experts.

"As the market softens, more

people may get into this area," said
Mr. Mackin.

In fact, in the last 18 months,
the asbestos abatement insurance

market has begun to soften, ac-
cording to Mr. Grayson of J&H.
A year ago there were only three or
four insurers writing the coverage,
and they offered only claims-made
policies for premiums that were
15% of revenues, he said. Today
there are about 18 markets for as-

bestos abatement contractor liabil-

ity insurance, of which at least
three offer occurrence policies, he
explained.

"In six months you will see real
coverage available for contrac-
tors," predicted Daniel J. Sitomer,
an attorney with Sitomer &

Continued on page 26
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Especially when trying to touch down
on a dry spot in the middle of the ocean.
One that's moving at close to 30 knots.

In the world of naval fighter pilots,
only a select few make it into the cockpit.
But no matter how talented a pilot is, no
matter how quick his reflexes, he must rely
on shipboard support.

Businesses must operate under a
similar set of rules. The vision of manage-
ment has to be focused by the experjence
and support of others.

That's the essence of what Scott Wetzel

DA

Services provides. We offer self-insured and with aguidance system for the future.
insured companies expert guidance in an Find out more by calling our local rep-
area that is unclear to all but a very few- resentative. Or contact our home office at

risk management planning and support. 1-800-426-5990. (In Washington, call
Claims service js one of the areas in 206-479-0200.) Ask for our president, John

which we excel. We'11 develop a claim Harrold. Hell show you how our support
administration program unique to your busi- makes it easy to hit the mark.
ness objectives. We back your program with EXPERIENCE WITH VISION.
superior technical expertise and communi-
catjons systems which insure your con- SCOTIWkIZEL
tinued involvement. With SWS's complete
program of claims administration, loss con- SERVICES,INC.
trol and information systems, youll end up Risk Management Planning and Support
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Asbestos removal cover
Continued from page 24
Drexler in New York who works with several insurers

considering entering this market.
As more standard insurers enter the market, the

limits of liability coverage available to asbestos abate-
ment contractors will increase to $5 million on aver-

age, predicted Mr. Sitomer.
"Since there is money to be made" in this market,

more insurers will begin offering this type cf coverage,
according to Mr. Ouelle:te.

However, other observers disagreed that traditional
insurers will enter th€ asbestos abatement liability
market in a significant way.

"No sane insurer would enter this marke.," said Mr.
Bell of Risk Retention Group Management Inc

Furthermore, he predicted that the market will not
quickly soften because :here is such a long tail.

Mr. Brown of Rose-Tillman agreed: "I don't see
standard carriers iumping intc this area. By the =ime
they get in, most of the work will be done."

While 30 states require asbestos removal before ren-

ovation or demolition of buildings, only seven have
addressed asbestos abatement insurance issues. And,

only two of those states have established minimum in-
surance requirements for aba:ement contractors, ac-

Real Estate
Schedules

Transmission &
Distribution Lines

cording to a report from that National Conference of
State Legislators.

Arkansas and Illinois require contractors to have a
minimum of $500,000 in .claims-made or cceurrence-
based liability coverage. Arkansas also requires that
policies cover "asbestos,' though the law does not
elab-rate further.

De.aware requires unspe:ifi€d liability in surance for
cortiact,irs working on state projects, including public
schcol and state-cwned buildings.

Rhode Island dces not require contractors to have
insutance. Howerer, the state stipulates tha- physic-
ians within the state mus notify the director of health
if they diagnose an asbestos-related disease.

South Carolina has no requirement regarding as-
bestos abatement insurance but has set up a task force
to ''minimize asbestos exposure in state-owned build-
ing, decrease asbestos 1.ability for the state and re-
cover damages from manufacturers," the NCSL says.

Ard, Virginia "ensures that all abatement projects
are monitcred by competent personnel and the De-

parnert of General Se-vires reviews ali abatement
spectfications," the report says.

Mrnneso:a has offered the most assistance to as-

bes: :s abatement contractors, having formed a joint
underwriting assiciation to provide liability coverage
to trose unable to find insurance elsewhere. •

High prices, popularity
increase fine arts risks

By DEBORAH SHALOWITZ

Like an elise club whose mem-

bers have known each other for

years, the closely knit business of
fine arts insurance is built on years
of trust and e.:reme caution.

Rate stabilisy is a hallmark of
the business.

However, skyrocketing fine art
values are pushing premium vol-

une up, and soaring museum at-
tendance has increased th€ risks to

fine arts.

Despite these pressures, fine arts
insurance buzers are s:icking with
shei. traditional commercial insur-

es, eschewing alternalives such as
:aplives or self-insurance. Most art
instrar.ce buvers say commercial

Utilities Including
Extra Expense

Inland Manufacturing
PlantsMarine

Alternative

Energy Plants

Builders

Risks'

4 much
more

A World of Difference

In Property Insurance

In today's world. Maclean. Oddy may make the difference for you.
Maclean. Oddy focuses on the large. complex insurance needs of
corporations. We specialize in arranging insurances fur national and
multi-national companies with coverageseffected at Lloyd's of London
and representing major U.S. insurers.

We're not foreveryone but we may be Ferfect for you.
International Insurance and Reinsurance Brokers

39(X) First InterMate Bank Tower

1445 Ross A¥enue. LB 200
Dallas. Texas 75202

Contact Todd Teitell/Ann Forkner (214) 855-7700 Telex: 163191
(Exclusively through Agents & Brokers)

j insurance continues to be the best

risk-financing method for their
needs, adding that there is enough
flexibility among insurers to ae-
commodate the changing
pressures.

And, a federal- indemnification

program for foreign art on loan in
the United States is helping muse-
ums handle the high cost of insur-
ing blockbuster exhibitions, which
have been growing in popularity.

Generally, fine arts insurance is
written on an inland marine all-

risk basis, explains William Allen,

president of Allen Insurance Asso-
ciates in Los Angeles.

Inland marine all-risk insurance

covers all risks of physical loss and
damage, including earthquakes,
floods, employee dishonesty and
breakage during transit.

Most fine arts coverage for large

museums is written internationally
because of the large limits needed,
with the majority of coverage writ-
ten at Lloyd's of London, accord-
ing to art insurance experts.

Mr. Allen said his firm places

risks with Lloyd's underwriters
and members of the Institute of

London Underwriters through J.H.
Minet & Co. Ltd. of London.

Other non-U.S. insurers that

write fine arts coverage for muse-
umsinclude Seine & Rhone-

Oceanide Reunies in Paris and

Nordstern Allgemeine Versi-
cherungs A.G. in Cologne, West
Germany, according to Huntington
T. Block, owner of Huntington T.
Block Insurance in Washington,
the largest U.S. fine arts insurance
broker.

More than $1 billion in capacity
is available worldwide for fine arts

insurance, Mr. Block estimated.

Fine arts insurance for galleries
with limits of up to $10 million
tends to be written by domestic

companies that have an inland ma-
rine department, according to
Bruce Perkins, a fine arts insur-
ance broker with Flather & Co. Inc.

in Washington.
Domestic insurers writing fine

arts insurance for galleries and
some museums include Federal In-

surance Co., a Chubb Corp. unit in
Warren, N.J.; units of Hartford In-

surance Group in Hartford, Conn.;
and St. Paul Fire & Marine Insur-

ance Co. in St. Paul, Minn., ac-

cording to Mr. Perkins.
Fine arts insurance covers both

permanent collections and trav-
eling art pieces. Art on loan is
written on a "wall-to-wall" basis,

covering the work of art from the
moment it leaves the lender's wall

or premises through its exhibition
elsewhere to the moment it returns

to the lender.

Most museums do not insure the

full value of their permanent col-
lections because the chance of a

single, total loss is extremely re-
mote, the art experts note.

This is largely due to the "ex-
traordinary security precautions"
and loss prevention measures fol-
lowed by museums, including
every type of alarm system, fire-
proofing and security guards, notes
Virginia Mann, registrar of the Art
Institute of Chicago. Ms. Mann

keeps track of where works are
being loaned and their insurance.

Nonetheless, "museums have be-
come as popular as the Saturday
afternoon ballgame," thereby at-
tracting larger crowds and in-
creasing the risk of vandalism or
accidental damage to works of art
simply on display, Mr. Block said.

Another reason most museums

do not insure the full value of their

permanent collections is that many
do not have a complete inventory
of each art object and its current
market value, Mr. Allen said.

Continued on page 28
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Even a handful of claim settlements can have fatal consequences
for a carrier when policies are worth $75 million apiece.

Unless the carrier is the American Excess Insurance Association.

Unlike other carriers, AEIA- is not separately capitalized. *
Claims "pass through" the Association to member companies, which are
among the nation's largest and strongest insurance institutions.

We offer a single policy of $75 million over $25 million. *
Member companies are domestically admitted and have the underwrit-
ing skill, and the reserves, to offer you outstanding stability and security

Stability and security are just the beginning of J"NE
our story To learn more, ask your broker or member 44%$&
company agent to call this number: (203) 528-1931.

American Excess
*Note A few classes are restricted to $50 million in eicess of $50 milhon

Each member is severally and not J(,intly hable for its shme, as specified in the policy, ofany assumed risk Terms and Insurance Association
conditions of cozerage are as stated in the policy

KErna Life & Casualty, American International Group; CNA Insurance Companies; Chubb Group of Insurance Companies; The Continental Corp.,
Crum and Forster Insurance Organizations: General Star National Insurance Company, Subsidiary of General Re; The Home Insurance Company;

Insuraiice Company of North America, a CIGNA company; Maryland Casualty Company, a subsidiary of American General Corporation; NAC Re Group;
Royal Insurance Company of 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 Star National Insurance Company;

The Home Insurance Company, Insurance Company oi North America; Maryland Casualty Company; North American Company for Propertv and Casualty Insurance.
Royal Insurance Company of America; The Travelers Indemnity Company; Zurich Insurance Company, U.S. Branch. j
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Museums, like the Art Institite of Chicago, are attracting larger
crowds, increasing the risk of damage or theft of works on display.

Fine arts cover
Continued from page 26

Furthermore, the risk of loss or
damage is greatest when a piece of
art is in transit, Ms. Mann said.

Instead, museums generally put
together an insurance program that
covers their permanent collections
with aggregate limits of less than
the collections' total value. If a loss
or damage occurs, the claim is paid
on the basis of the current market

value of the piece of art as of the
date of loss, up to the policy limits,
explains Mr. Block.

Smaller galleries also buy a blan-
ket amount of insurance, though the
policy limits purchased usually cor-
respond more closely to the total
value of the collection than museum
estimates do, Mr. Block added.
Losses are paid either on the basis
of the selling price of art that had
been sold, the consigned value of
unsold pieces or the selling price of
unsold pieces not on consignment

less 20% to 30%, he said.
The nature of the gallery busi-

ness-in which pieces are constantly
on loan or exhibited at other gal-
leries and may be on consignment
from artists-makes valuation of a
collection an inexact science.

For example, Daniel Fendrick, a
co-owner of the Fendrick Gallery
in Washington, said his collection
could be valued as high as $2 mil-
lion, with perhaps $1 million of that
in-house at any one time.

However, the gallery has insur-
ance with an annual aggregate of
less $1 million, he said.

The Fendrick Gallery's insurance
policy, which is written by Federal
Insurance Co., requires a $1,000 de-
ducible and an annual premium of
$6,121. The cost of the coverage,
which covers a Fendrick gallery in
New York as well as the one in
Washington, has remained stable
for several years.

Corporations and major private
collectors also generally purchase
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OUR INSURANCE POLICY,
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policy limits less than the value of
their entire collections.

That is because a major private
art collector probably has several
homes with his or her art distri-

buted among them, making the
chance of a single, total loss ex-
tremely unlikely, Mr. Block ex-
plained. Similarly, a corporate art
collection probably is distributed
among several locations.

Losses suffered by corporate and
private art collectors generally are
paid on the basis of current market
value at the time of loss.

The difficulty in determining the
amount of insurance necessary to
adequately insure an art collection
is aggravated by the skyrocketing
values of fine art.

Several famous paintings recently
were sold for record sums, making
current owners of masterpieces con-
cerned that the market value of

their collections may exceed their
insured value.

For example, in November 1987
Vincent van Gogh's "Irises" sold for
almost $54 million, eight months
after the impressionist's "Sunflow-
ers" sold for nearly $40 million.

The sale of the two Van Goghs
for such huge sums has instilled a
"nervous fear" in people about the
current value of their collections
and future increases in the value of

their art, said Ms. Mann of the Art
Institute of Chicago.

"The art market is phenomenal
and making everybody uneasy
about the value of their loans,"
agrees Alice Whelihan, administra-
tor of the federal Arts & Artifacts

Indemnity Program, which provides
museums with coverage for foreign
art on loan for exhibition in the
United States.

Edward Able, executive director
of the American Assn. of Museums

in Washington, notes that the dol-
lar's value compared with foreign
currency is makmg the problem of
skyrocketing art values worse.

For example, he notes that the
company that bought Van Gogh's
"Sunflowers" last year was Japan's
Yasuda Fire & Marine Insurance Co.
The Japanese insurer paid for the
picture in British pounds (BI, April
20, 1987). If the dollar had been as
strong last year against foreign cur-
rencies as it was a few years prior,
the dollar value of the painting
would have been lower, Mr. Able
points out.

Because of these and other soar-

ing fine arts values, premium vol-
ume for fine arts insurance-which
are based on the value of the works
of art-are rising, Mr. Block said.

However, the actual rates at
which the premiums are calculated
have remained stable for years and
perhaps even softened in the last
12 months, he continued.

Flather & Co.'s Mr. Perkins
agreed that prices for fine arts in-
surance have "softened a tad" since
the last hard market.

Fine arts insurance for the lar-

gest U.S. museums is calculated at
a basic minimum rate of 10 cents

per $100 of value per year, accord-
ing to Mr. Allen of Allen Insurance
Associates. Smaller museums would
not be offered as low a rate because

the total premium generated is
lower, he said.

International transit insurance for

fine arts is calculated at approxi-
mately 13 cents per $100 of value
per move, Mr. Allen said.

Although premiums are rising, so
far "museums have shied away from
group programs" because each indi-
vidual collection is so different, says
Mr. Able. However, he added that
because of the surging value of art,
alternatives to commercial insur-

ance nnay becorne attractive in the
future.

Although currently there are no
museum group captive insurers, Mr.
Able says the American Assn. of
Museums is planning to establish a
committee this year to look at mem-
bers' insurance needs and determine

whether an association captive is
Continued on page 30
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Fine arts insurance
Continued from pase 28
needed and practical. The association repre-
sents 23,000 museums and 8,000 individual mu-
seum professionals.

Museums generally do not self-insure their
fine arts exposures art experts say.

"It's absolutely Lnheard of to lend some-
thing without insurance," says Constance
Lowenthal, executive director of the Interna-
tional Foundation fcr Art Research Inc. in New

York, a non-profit crganization that keeps rec-
ords of stolen art.

IFAR, with the Lloyd public relations de-
partment and Lloyd's broker Hogg Robinson
& Gardner Mountain P.L.C., is contemplat-
ing developing an mternadonal computerized
art loss data base to stem the worldwide flow of

stolen art <BI, July 18)
Mr. Block said he does not know of any

ma]or museums or galleries that do not buy
commercial fine arts insurance.

"The -ast majority of galleries do nct self-in-
sure," Mr. Perkins said, adding that he does not
know 01 any fine arts galleries or dealers that
do nc,t buy traditional fine arts insurance.

Howefr, one alternative to commercial fine
arts insurance available to museums is the fed-

eral indemnification program for foreign art on
loan for exhibit in the United States as well as
U.S. pitices sent abroad. The federal Arts & Ar-
tifacts Indemnity Program, administered
through the National Endowment for the Arts
in Washington, probably has saved American
museums about $30 million in premiums since
the program began in 1975, says Ms. Whelihan.

The government does not collect premiums,

but applicatbns for coverage are highly scru-
tinized. Newly 20) museums have taken ad-
vantage d the program so far, she adds.

Total capa:ity of the federal program at any
one time is E ec·ngressionally imposed limit if
$1.2 billion, with a ceiling of $125 million for a
single exhioition. Deductibles are on a sliding
scale, beginning with a minimum deductible of
$15,000 for exhibitions of up to $2 million in
value, a $25,COO deducible for exhibitions of
between $2 million and $10 million in value;
and a $50,000 deductible for exhibitions worth
more than $10 million in value.

The value of any single shipment of art can-
not exceed $20 million.

The indemnity program has paid only one
claim, worth $100,000, in its 13-year history,
and has set:led two claims within deductible

limits, according to Ms. Whelihan.

The insurance company with the best seller in 1938, 
is the insurance company with the best seller in 1988. 
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As an innovative service for its

policyholders, Industrial Indemnity first
researched and published safety pamph-
lets in the early'3Os. Parts of these
pamphlets later became incorporated in

U

rplifornia safety orders and were used
in the safety regulations of several other
states as well

Cdtically acclaimed today.
Today, the revised and comprehen-

sive *ty Engineering Standards is stillin

the forefront of risk control providing
comprehensive guidelines for safety in
business and industrv.

Available free of charge to Industrialk
policyholders, Sajefy Engineering Stan-
dards has received worldwide use and

acclaim by organizations as diverse as
Disneyland NASA the Tennessee Valley
Authority and OSHA

Good reading forthe future.
The Frogressive thinkingbehind the

Brst publication of 56#ty Engineering
Standards s stillwith Industriallndemnity
today. Now the company is finding new
ways to apply industrial hygiene, ergo-
nomics anc job-hazard analyses in the
prevention ofinjuries

Developing such safety advances is
one more way Indusnial Indemnity,
working closely with a selectgroup of
independent agents and brokers, helps
control ris13- which ultimately results in
reduced insurance costs. It's also one

more example ofIndustrialls commit-
ment:o its agents, brokers and policy-
holders to bethebestin commercial

insurance.

Industrialindemnity
L

Y

Because the program was authorized by Con-
gress to enable museums to protect interna-
tional exchanges of art, Congress must appro-
priate funds to pay claims. The program is not
commercially reinsured.

Individuals or organizations seeking federal
indemnification of foreign art must submit a
detailed application that includes complete
packing and shipping information for every ob-
ject from the moment it leaves the wall of the
lender through the entire tour and back to the
lender's wall; the security, climate control and
fire protection systems at each institution parti-
cipating in the exhibit; and each participating
institution's loss history for the last five years.

Applications must be submitted by either
Oet. 1 for indemnification beginning the fol-
lowing Jan. 1 or April 1 for indemnification
beginning the following July 1. a

Scuba shops
diving through
market waves

By DONNA DiBLASE

Retail scuba diving shops and in-
structors have had no trouble

keeping their heads under water
throughout the swings in the com-
mercial liability insurance market.

In fact, these purveyors of equip-
ment for and instruction in explor-
ing inner space enjoy long-term re-
lationships with specialty and
surplus lines insurers, brokers who
place coverage for scuba risks say.

And, despite a few liability court
judgments in recent years, mainly
in the U.S. Virgin Islands, the
scuba diving industry has had a
very favorable loss history, which
has contributed to the maintenance

of these relationships.
"I think the diving industry has

greatly matured in recent years,
and there now are some very astute
business people and associations
that have made the industry more
professional," said Ronald A.
Young, executive vp with Kelter-
Thorner of Southern California, a
Costa Mesa, Calif.-based broker
that has placed insurance for scuba
diving shops for almost 20 years.

But, to protect against the possi-
bility of a lawsuit, most scuba
shops and instructors now require
equipment renters and students to
sign liability waivers. Some shops
even require that customers be ex-
amined by a physician to ensure
they are in proper physical condi-
tion to dive, said one broker.

Scuba-or self-contained under-

water breathing apparatus-
equipment was invented in 1943 in
France by Jacques Cousteau and a
group of scientists, reports the
Cousteau Society in Norfolk, Va.

Unlike skin diving-which re-
quires the diver to return to the
surface to breathe through a snor-
kel-and surface-supplied deep sea
diving-in which the diver
breathes through an air line con-
nected to a pump on the water's
surface-scuba tanks enable the

diver to move about freely in the
water and breathe air that auto-

matically is regulated to match the
prevailing pressure in the sur-
rounding water.

Some of the earliest scuba in-

struction and certification pro-
grams were conducted by two or-
ganizations that exist today as the
Professional Assn. of Diving In-
structors of Santa Ana, Calif., and
the National Assn. of Underwater

Instructors of Montclair, Calif.
PADI is a for-profit educational

organization that certifies or grad-
uates divers upon completion of
certain courses, said CK Stewart,
PADI's director of marketing. Dive
shops can become members of
PADI by providing certified PADI
instruction and equipment.

NAUI is a non-profit educational
organization in which divers be-
come members once they complete
certain courses, explained Peter
Meyer, accounts executive with

Continued on page 32
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Scuba liability
Continued from page 30
Dale & Co. Ltd., a Vancouver, Brit-
ish Columbia, brokerage that
places NAUI's instructors' liability
insurance. There also are NAUI-
approved dive shops.

There also are two other major
scuba educational organizations in
the United States: the National

Assn. of Scuba Diving Schools in
Long Beach, Calif., and Scuba
Schools International in Fort Col-
lins, Colo.

Liability insurance for the scuba
industry is underwritten in two
pieces, brokers explain.

Liability insurance for dive
shops, which mainly covers prod-
ucts and completed operations like
the quality of air fill for scuba
tanks, is written separately from
professional liability insurance for
dive instructors.

In fact, dive shop liability in-
surance excludes professional lia-
bility coverage for instructors.
Since scuba diving instructors are
employed by dive shops as inde-
pendent contractors, they must se-
cure their own professional liabil-
ity insurance and name the shop as
an additional insured on their po-
licies, said Peter Buckley, vp with
broker Vicencia & Buckley Insur-
ance Services Inc. in Cerritos,
Calif., who places property/ca-
sualty insurance for PADI instruc-
tor and dive shop operator mem-
bers.

"The reason dive shop coverage
is available and so reasonably
priced is that the instructors are
independent contractors," Mr,
Buckley said.

Dive shops that are members of
NASDS, NAUI or PADI can pur-
chase a property/casualty package
policy through association pro-
grams underwritten by Nautilus
Insurance Co., a surplus lines in-
surer in Scottsdale, Ariz,, and a
unit of W.R. Berkley Corp. of
Greenwich, Conn.

The program is brokered by
Kelter-Thorner of Southern Cali-
fornia.

The policy provides liability
limits of $1 million per occurrence/
$1 million aggregate; there is no
deductible. It covers liability re-
lated to products such as sold and
rented equipment, air fills for
scuba tanks and repairs of cus-
tomer equipment, Mr. Young said.
The policy also covers policyhold-
ers against personal injury, libel,
slander and advertising liability.

Defense costs are not included in
policy limits, Mr. Young said.
Though the policy covers claims
that arise from incidents anywhere
in the world, coverage is provided
only when the claim or suit is filed
in the United States, its territories,
Canada, the British Virgin Islands,
Bermuda, Bahamas or the Cayman
Islands.

Along with excluding all profes-
sional liability, the policy excludes
workers compensation coverage
and claims stemming fron the use
of facilities such as lakes, ponds
and quarries and the rental of any
non-scuba equipment.

The policy also provides a mini-
mum contents coverage of $25,000
over a $250 deductible.

The policy also includes a $500
deductible for burglary in most
states, except California, Florida,
Hawaii and New York, where the
deductible is $1,000. The coverage
requires that dive shops have a
central-station burglar alarm sys-
tem wired to either to a police sta-
tion or an alarm service, Mr. Young
said.

The package policy costs dive
shops slightly less than $4,000 per
year, he said.

Professional liability insurance
for PADI and NASDS scuba diving
instructors is underwritten by
Lloyd's of London syndicates, said
Messrs. Young and Buckley.

The coverage provides limits of
$1 million and is written on a

claims-made basis with no deduct-

ible. The annual premium for the
coverage is about $500, the brokers
said.

NAUI's professional liability in-
surance for instructors also is un-

derwritten by Lloyd's syndicates,
said Mr. Meyer of Dale & Co. The
coverage provides limits of $1 miI-
lion per occurrence/$1 million ag-
gregate. Premiums are about $400
a year.

SSI, which primarily is an asso-
eiation of retail dive shops, does
not have an instructor certifica-
tion program, said Carol Gammin,
the organization's insurance agent.

Guaranty National Insurance Co.
of Englewood, Colo., has under-
written a dive shop liability insur-
ance program for SSI for 14 years,
she said.

The claims-made program in-
cludes commercial general liability
coverage with limits of up to
$300,000.

Continued on neirt page
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Liability insurance
for scuba dive

shops and profes-
sional liability in-
surance for diving
instructors are

usually written se-
parately, though
each type of cov-
erage can be pur-
chased through
association-spon-
sored package
programs.
Photo: PADI International



Continued from previous page
The program also provides up to S300,000 in

claims-made professional liability coverage.
And, shops can purchase excess policies pro-

viding either $200,000 excess of $300,000 or
$700,000 excess of $300,000 of either the CGL,
professional liability or both, Ms. Gammin said.

Premiums are based on the dive shop's gross
revenues but range from about $2,275 and
$3,275 annually for primary CGL coverage.

Although SSI does not have its own diving
certification program, it does offer insurance for
instructors working as independent contractors
in SSI shops. The premiums for instructors' pro-
fessional liability coverage under the program is
about $305 per year per instructor, she said.

Liability insurance for the scuba diving indus-
try has remained available and consistently
priced even throughout the hard liability market
of the mid-1980s, the brokers said.

Sorne brokers say this is due in partto the
long-standing relationships between the diving
associations and their insurers.

"The one saving grace for SSI is that the orga-
nization established a relationship with Guar-
anty National in the early 1970s. So, when the
crunch hit, prices went up some and coverage

was restricted a bit, but Guaranty National was
committed to ride out the storm," said Ms.
Gammin of SSI.

"Diving is perceived as a tremendous risk by
non-divers. So, if we had to go out and try to
place this coverage elsewhere, we would have a
very difficult time," she said.

Other brokers attribute the diving industry's
good relationship with insurers to the minimal
number of losses the industry has sustained.

Brokers pointed to only a few suits in the U.S.
Virgin Islands, noting that the territory impose
stringent liability standards on owners and op-
erators of water sports equipment and facilities.

In fact, for two months of 1988, the instruc-
tors' liability programs of NASDS and PADI
excluded coverage of suits or claims filed in
the U.S. Virgin Islands, Mr. Young of Kelter-
Thorner pointed out. That exclusion has re-
cently been dropped.

Mr. Young noted there have been only three
major judgments in recent years in the U.S. Vir-
gin Islands against dive instructors: a $1 million
judgment in 1985 and two smaller judgments of
$340,000 and $200,000.

Along with securing liability insurance, most
dive shops and instructors now require their pa-

Business Insurance, October 10, 1988 / 33

trons to sign a waiver of liability releasing the
shop and instructor from liability for illnesses or
injuries sustained by the diver.

"I hope that everybody uses the liability
waiver, because it would aid in their defense in
the event they are sued," Mr. Young said.

"The waiver is almost becoming a way of life
in diving and other sports like white water raft-
ing," said Mr. Meyer of Dale & Co. "If they end
up in a courtroom and the diver has a health
problem that contributed to (his) injury, then
the waiver can protect the shop."

Some dive shops are even requiring that cus-
tomers undergo an examination by a physician
experienced in the physical requirements of div-
ing, according to Ms. Gammin of SSI.

"I think everyone is resorting to a release of
liability form, but some are requiring physicals
to certify that a diver is physically able to
participate," she said.

"We're seeing more and more denial of ser-
vices by dive shops if a person has an illness or
condition. This is mainly because diving is a
lot different than a sport like tennis, where you
can just stop playing when you are ill or exerted.
You can't just stop and go up to the surface like
that when diving," she explained. I
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Rates falling
for municipal
bond cover

By JUDY GREENWALD

The monoline municipal bond in-
surance industry is being socked
by competition.

"There's considerable price com-
petition, and premium costs are
going down," said Richard A. Cic-
carone, vp-research at Van Kem-
pen & Merritt Inc., an investment
banking firm in Lisle, Ill.

Rates are 50% below the peak
they reached three to four years
ago, said Jeffrey Noss, vp and a
municipal bond analyst with th€
Bank of New York.

While financial guarantee insur-
ers' results have not yet been da-
maged by competition, it haE
reached "a level of concern. We

know it can't go on forever," said
Steven Schrager, a senior vp with
securities firm Prescott, Ball &
Turben in New York.

With activity in the municipal
bond market down in comparison
to just a few years ago and interest
rates remaining relatively low, in-

surers are being forced to compet€
to attract more business.

In some cases, municipal bond
insurers now are considering
smaller, more complex deals the3
might not have considered worth
their time and effort only a few
years ago. Most observers still be-
lieve, though, that the municipal
bond insurance market is unlikely
to resort to cut-rate competition as
the multiline property/casualty in-

surance industry.
Among other factors, they point

to the rating agencies, whose tri-
ple-A ratings of municipal bond
insurers are critical to the indus-

try's viability. The threat of losinE

their ratings alone, say observers
will be effective in keeping compe-
tition in line.

Some observers estimate rates in

the municipal bond insurance mar-
ket may be down as much as 509
from the level reached during 1984

and 1985, when municipal bond is-
suers rushed to market in an efforl

to beat the Tax Reform Act oi

1986, which cut back on the level

of allowable municipal bonds (BL
June 1, 1987).

"They're scrambling in a smallei
universe," said Neal Atterman

head of municipal research at Kid-
der, Peabody & Co. in New York.

In 1985, during the height of th€
rush, $203.9 billion in municipal
bonds were issued, of which 239

was insured. Last year, $104.7
billion in municipal bonds was is-
sued, of which $19.5 billion, 01
about 18.6%, was insured.

The $17 billion of new issues in-

sured as of Aug. 31 amounted tc
23% of the $73.9 billion in new

issues this year. For the year, ob-
servers and insurers estimate thal

new issues will total about $100

billion or less, of which an esti-
mated 25% will be insured.

Besides lower volume, anothei

major factor in the increasinE
competition is the relatively low
interest rates, said Mr. Noss.

Municipal bond insurers confei
their own triple-A ratings on the
lower-graded issues they insure
To the issuer, the cost of the insur-

ance is more than made up for by
the lower interest rate at which it

can issue a bond with the Triple-A
rating. But when interest rates fall,
there is a smaller spread between
the interest on triple-A and lower-
rated bonds. This causes municipal
bond insurers to reduce rates in

order for the insurance to still have

some value to the bond issuer.

The competition is now attract-
ing attention in the market.

The competition "is a warning
signal that must be heeded, and

Continued on next page
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Spotlight report

Financial guarantees 1 said David H Elliott, presid, nt and we air out of the maiket, he said

Municipal bond insurance, Mr. Friedman of chief operating officer of Mi,nicipal "We will not do businesi at a level 01
Contvnued from previous page Bond Investors Co, a unit ot MBIA pricing that doesn't give us an dde-
c.early if it continues indefinitely in a Financial Guaranty Insurance Co. explains, is a Inc in While Plains, N Y quate ieluin," he said
downward spiral, it will bode very But MI Elliott denied tha MBIA Mi Cohen observed th<it while he

poorly for the long-term profitability relatively generic' commodity. 'Price is becoming
has led the price competil on "1 has seen price softening atioss the

of municipal bond insurance busi- more prevalent' as the major factor in think all the companies h.ve Ie- boatd, it tends to be particularl>
ness," said Michael E Satz, president sponded to competition by 1cviering acute foi issues that ate competiti-
()f Capital Reinsuiance Co of New determining where the business goes, he says. prices on certain transactions ' vely bid upon lather than those that
Yol k, a unit of Capital Re Corp and "I would not say any one com- are negotiated
one of two companies that speciali79 pany is leading," agreed Robert J In an effort to build pi emium vol-
in re'insuring financial guarantee had a loss, "You must get a premium D]ordlevich, president and chief e : Genadei, senior executive vp of ume, Mt Cohen said, BIG 15 consid-
business that allows you to build a certain loss ecume officer of Capital Guaranty AMBAC Indemnity Corp in New ering smaller, and more complicated

'It's not a short-term problem, but tolerance," he explained, noting that Insurance Co , a unit of Capital York deals than it wrote Just a few years
it could be a long-term problem," the rate should cover expenses and Guaianty Corp in San Francisco th it "It's unfortunate that this indu%- ago The rates for these deals also are
said Gerald L Friedman, chairman build catastrophe reserves as well was founded in late 1986 try shows signs 01 slipping into the less likely to be pressui ed by compe
and president of Financial Guaranty The competition has caused FGIC Rates are clown at least 50% since same problems the property/casualty tition, he said
Insurance Co, a unit of FGIC Corp to let ltS maiket share decline, he 1985 or the first half of 1986, he said industly did three or fou. yeais "We have certainly focused our at-
in New York noted FGIC's share has decreased to Business thal had been written for a back," commented Mark H S Cohen, tention on some diffetent deals and

Municipal bond insurance, he ex- 2 3 3% in mid-1988 from 2E 3% in price of 60 to 90 basis Foints, or 0 6'* first vp-finance and admini' tration must woik hadel " he sald

Flamed, is a "relatively generic" 1987, according to the compary to 09% of the total debt service, for Bond InvestoIs Guaranty Injui- Mi Cohen pointed to last month'.
commodity "Price is becoming mole "I just won't wri:e much tusincss could De down to 30 basis point s ance Co in New York marine bond ievenue 1%sue by the

Frevalent" as the major factor m de- at these levels," Mi Friedman sdid now, he said, noting his firm does not Mr Cohen estimates that BIG's dv- Jacksonville Port Authotitp of Flor-
termining where the business goes, he 'Right now, the price levels are wn-e business that will not provide lt erage premium rate is about 209 to ida, which had an insured pi incipal
said dictated by the companies in the in- with an adequate return 25% less than what it was a few of about $54 million, as d cirdl BIG

Yet, the competition concerns Mr dustry that already have a large ex- "Definitely, it's become competi- years ago "Some of our cumpeti- might not have consideted at one
IfT iedman Although FGIC has never isting book of business," said Michdel tivc in the past couple of years " tors premiums al e so low rig•11 now, time

The issue generated close to $1
million in piemiums foi BIG said
Mi Cohen Yet, two years ago, thE
in5uiei would have bron 1(luctant

to devote the effort including site
visits and iesources, that insul ing thc
15%110 10(limed

"I think everyone, including FGIC
is trying to be more of an investmenl
banket " and help inve,·,tment bank.
cio deals in 'more cieative ways'

than beloic, added Mi Fneciman
While insuiers ale convdering dif-

ferent typfs of deals, today, thev art

..
"not pooi 01 ciedits," die%('d Wallace
0 belleiN, chairman and chief execu-
live offic (9 of Enhance Itrinsitiance

Co of New York anothei f inancial

gllaIdntre 1('lnSUIance fpeciallbt "We
don t detect, I am happy to gy, a de-
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0 ... Five insurers
j

f

. control market
Municipal bond Insulance the

dominant type of linanchil gudI

anter in'unince written today, 1,
1 ' essentially wlitten by tive mono

line inwnf

Z The uimpanies and thiqi shari
of the $17 billion market of neu

' * 4/%#4. . municipal issues insured thih yeal
- S 154*. iqgljy. as of Aug 31, according to dat:

.¥i. . · - -· 44
compiled by AMBAC Indemniti

1
. 4. t. Corp , wer e

.· ''' *'' 3 7 .
, r • Municip.11 Bond Invetorf As

./ %uiance Co , a subsididi y Of MBIA
.

%, Inc in White Plains, N Y with:

31 6% shate

• New York-ba,·,ed AMBAC
., 4 with a 28% shaie

4:7
0 Financidl Guaranty InsurancE4. 1-' ,

5,1 . Co , a subdiary 01 FGIC Coip ir

4.
New Yoik with a 24 4(/c shdre

, • Bond Investois Guaranty In
b» sulance Co in New York, with :

'4
15.69 WHIe

0 Capitcil Guarantv Inurance

Co, d subidiary of Capit,il Guar
anty Coip in San Franusui, with:
04% shar e

Another monoline insur(,1 now ir

the pi OCE'% of being otgam/ed 1,
6

Washington, D C -ba,ed Connic
Lee Insuiance Co which 15 ownec

by the College Construction Loar
Insuiance Assn , a subwdialy o

At Transamenca Insurance, * banks and other lendlng institutions.X the Student Loan Maikeling Assn

we beheve that when a company 1 I And in the sports-leisure market, our or Sallie Mae

tries to do too many things, it does Connie Lee, which i; 1),iT tialhunique expertise enables us toinsure backed by the U S govvinment
none of them well. events as large as Grand Prix races or as plans to insure bond and loar

That's why we restructured our business. s all as town festivals and fairs. issues for higher education facili
tie, sdid d pokeswoman

Instead of trying to be a generahst, we're concen- Simply stated. we're not interested in belng pretty In addition, two New Yol k-basec

trating our efforts on the markets and areas we pod at a lot of things.We'd rather focus on doing a reinsureis, Enhance Reiri,uicincc

understand best.With the help of our producers, this tew things exceedingly well. If our approach to busi Co , d subsidiary of Enh,ince Fi

nancial belvices Inc , and Capita
enables us to offer consistently superior products and

In specialty insurance, our Financial Institutions We makes sense ro you,
Rein,ulance Co , a subsididrv O

services to our premium-paying customers. perhaps you should
reinsuling jinancial gudicintre mAnd it's already paying off. consider us in the future. TRANSAMERICA sulance

'd work well together.
1

»,INSURANCE GROUP Two other monoline companies

unit is the leading wnter of collateral protection for THE POWER OF THE PYRAMID IS WORKING FOR YOU: Financ 1.11 Security Asui.ince ir
New Yoik and the newly formec
Capital Maikets Assurance Corp
in New Yolk specialize in insulink
LOIpm,de debt .



I believe the tme road-to

preeminent success in any line
is to make yourself masteT

of that line.
-Andrew Carnegie

SPECIALISTS

Major risks can bring major profits,
ifyou knowwhatyouaredoing.This
is especially true ifyou handle adiverse
range ofspecialized coverages, where
complex ri5ks are commonplace. It is
no place to learn bymaking mistakes.

That's why independent agents and
brokers turn to the experienced under-
writers at Fireman's Fund for their

specialized coverages.
With more than a century ofexperi-

ence behind us,we've mastered the
world of unusual andcomplicated risks.
From tankers, dams and offshore oil
rigs to the 1984 Summer Olympics.
Todaywe're among the nation's three
largest underwriters ofOcean Marine,
Excess & Special Risk and Surety We also
cover large risks through our National
Accounts, and television and motion
picture risks through Entertainment.

We have more than 1,000 people
dedicated to our specialty businesses.
So you and your customers can count
on an individualized solution from

qualified experts.With nearly $10 bil-
lion in assets, we have the financial
strength to offer you consistent capacity
and some ofthe highest limits available.

We stand ready to protect whatever
the futllIE brings your way
After 125 years, that's
become something of
a specialty at
Fireman's Fund.

FIREMANG FUND
INSURANCE COMPANIES
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Spotlight report

There are many good reasons to "invest" 
in an Excess & Surplus Lines Company.
A critical one is: N.41

Managementl
Fred Brown, chairman/CEO, a 40-year insurance

veteran, joined Investors from \ALR. Berkley Corp.,
INVESTORS

where he was chairmar of the Reinsurance, Excess, lili INSURANCE
Surplus and Specialty Lines subsidiaries. Mike Polizzi, GROUP
president, formerly was with Associated International

100 MElRO PARK SOUTH, CN-007
Insurance Co., and has more than 25 years experience. LAURENCE HARBOR. NEW JERSEY 08878

These people - and many more industry leaders - (201) St6- 1800/(800) 243-6869
FAX (201) 566-0181 or (201)583-8661

have invested their careers in Investors.

Another reason - Exclusivel, Through Protessional Wholesale Erokers

-YOD can invest in Investors!

Financial guarantees
Continued from page 34
the credit quality cf the issues
being insured."

Insurers are also paying more at-
tention to the secondary market,
insuring already-issued bonds that
are resold, noted Mr Schrager of
Prescott, Ball & Turben.

"The pricing has been a lot more
favorable" in this market, said
BIG's Mr. Cohen, whose company
has been active in the secondary
market for two to three years.

"It hasn't been as price-sensi-
tive" as the new issues market, he
said.

Most observers agree there is no
real worry that cut-rate competi-
tion will become rampant in the
municipal bond insurance market.

"I don't have a serious concern

about that at this point," said
Frank Conley, senior vp at North
American Reinsurance Co./Swiss

Reinsurance Co. in New York. "I

There are lots

ofways to do
business ...

and then there's

therightway
Some companies will do just about anything

to get your client's business. Like enticing them
with low premiums only to hit them with a
dramatic increase at renewal time...or making
promises they can't keep...or jumping into a
market when times are good only to slam their
doors when the going gets tough, leaving your
clients high and dry

Some companies think
that's just a part of doing
business.

Well, we don't. At Victor
0. Schinnerer & Company, the
way we do business is as
important as the business we do.
And that's why we've always done
business one way-the right way

At Schinnerer, professionals set realistic o
rates developed to provide a stable, dependable
insurance program. We never "bait and switch."

Schinnerer programs are designed to be

around for your clients, through good markets
and bad, because we know they need our
programs just as much in bad times as good.

And promises? Well, Schinnerer programs
promise deperdable coverages with the best
client services in the areas of claims handling
loss prevention education and program
innovation in the market-and we deliver

We always have.
So, if you're tired of

"getting the business" from
some liability insurance
companies-try doing
business with us. Schinnerer

has fifty years of experience
doing business- the right way

-,=,L--_ _- 56*mammam kE-
S{Iii/IimiNiLieLiN)£'CallifiME*I<tili.liog)

'&* '*11*501.SI, ge W

©*#Me ©4151:1: Mukle,·:J***101@>31#@3
CM#*1#f„sfA*

Liability Insurance Programs For:
Architects · Engineers · Hospitals · Real Estate
Agents · Schools, Colleges & Universities ·
Directors & Officers · Alcohol Beverage
Retailers and: Risk Retention Groups &
Insurance Company Management Services

Washington, D.C. • Chicago • New York • San Francisco · Bermuda · London
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think there's a point beyond which
a primary insurer can't very well
go and have the business remain
viable."

There is a danger that monoline
insurers will write business they
should not accept in their anxiety
to boost premium volume, said Mr.
Cicearone, "but it hasn't been ap-

parent at this point."
'Tin not concerned about that as

an issue," agreed Mr. Atterman.
"That's not big on my list."

While lowering underwriting
standards is always a concern, all
the insurers must undergo a fairly
stringent monitoring program by

the rating agencies, noted Mr.
Schrager. Any lowering of an in-
surer's rating "would in effect put
them out of business," he said.

"This is still a very profitable
and responsible industry," com-
mented Mr. Cohen.

Mr. Satz noted that over the past
few months he has "seen some-

what of a leveling off of the down-
ward spiral."

Prices could begin to improve by
the end of this year and "certainly
going into 1989."

They will not, he predicted, how-
·ever, return to the levels of 1984
and 1985, when there was a "great
deal of demand and more limited

supply "
In discussing when competition

is likely to end, FGIC's Mr. Fried-

J

'There's no event

out there which

brings the market

back to reality,'

says Mr. Friedman.

man noted that in the property/ca-
sualty insurance industry, prices
harden once losses begin to pile up.
The municipal bond insurance in-
dustry, however, is "insidious" in
that respect because in normal
times, there are no losses. "There's

no event out there which brings the
market back to reality."

Two factors, either alone or to-

gether, will cause the municipal
bond insurance market to best

prices, Mr. Friedman said. The first
is a loss or two, the second would
be action by the insurers' owners/
investors.

Mr. Friedman noted that mono-

line municipal bond insurers-in-
cluding publicly held FGIC and
MBIA-are largely owned by insti-
tutions (BI, Oct. 29, 1986).

In FGIC's case, for instance,

while 20% of its stock is publicly
held, the remaining 80% is owned
by General Electric Capital Corp.,

General Reinsurance Corp., Lum-
bermens Mutual Casualty Co., J.P.
Morgan & Co. Inc. and Shearson
Lehman Hutton Inc.

Mr. Friedman said that in order

to retain their triple-A ratings,
monoline insurers must maintain a

capital level that will satisfy the
rating agencies. This capital can

either be self-generated, or paid in
by these institutions.

If competition and rate cutting
means the capital cannot be self-
generated, insurer managements
will have to go to these institutions
and ask for more funds. At that

point, said Mr. Friedman, the in-
vestors will pressure the insurers
to shape up their pricing.

Meanwhile, though, observers
still predict a bright future for mu-
nicipal bond insurance that will be
fueled by the acute need to rebuild
the nation's infrastructure.

Municipalities can't afford not to
rebuild their roads and highways,
commented Joanne Morrissey, a
principal with Firemark in Morris-
town, N.J., an insurance research

and investment banking firm. The
roads in New Jersey, for instance.
are so congested already that pub-
lic entities are "not going to have
a whole lot of choice." I
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Jo / Dusiness insur-unce, uclo[Jer lu, 1-300

Triple-A ratings expensive, insurers say
By JUDY GREENWALD

NEW YORK-While monoline mu-

nicipal bond insurers need the triple-
A ratings that bond rating agencies
assign them, some insurers think
they're paying too much to the agen-
cies for their services.

Observens conservatively estimate
that the municipal bond insurance

industry now spends about $20 mil-
lion annually for its ratings.

"The cost of the rating fees are
much too high," said Robert J. Gen-

ader, senior executive vp at New
York-based AMBAC Indemnity Corp.
in New York, which last year paid $2
million to Standard & Poor's Corp.
for rating services. AMBAC also

spent $2.5 million for its Moody's In-
vestor Services ratings, a figure that
would have been higher had AMBAC
not begun to work with the agency

only in midyear.
Fees charged by rating agencies are

"a significant bone of contention for
me," said Mark H.S. Cohen, first vp
and chief financial officer for Bond

Investors Guaranty Insurance Co. in
New York, which expects to pay S&P
and Moody's $4 million next year. "I
think that we pay them too much."

"The rating fees they're charging

issuers are astounding," said Richard
A. Ciccarone, vp-research, for invest-
ment banker Van Kempen & Merritt

Inc. in Lisle, Ill. "Apparently, it's
worth it, because all the insurance
companies have gone to get them."

Roy Taub, S&P's managing direc-
tor, estimated that S&P collected no
more than one-third of the $20 mil-

lion spent by municipal bond insur-
ers on rating fees. "We feel the money

we're charging is fair," he said, stat-
ing that S&P's triple-A rating adds
value to the insurance.

Dan Heimowitz, vp and manag-
ing director-public finance for
Moody's, said a factor influencing the

rating agency's fee structure is that
the potential default of any one issue
impacts the strength of all the issues
in the insurer's portfolio.

This is different, he said, from eva-

luating a non-insured bond issue,
"which stands on its own" in relation

to the debt of other issuers. "It justi-
fies a different basis for our fees."

Nevertheless, "We're very con-
cerned about the total fees charged

by S&P and Moody's," said
AMBAC's Mr. Genader, adding that

the cost of the triple-A rating is sec-
ond only to personnel.

"The industry needs to do some-

thing with the rating agencies to de-
velop a more reasonable approach to
their fee structure and the value it's

providing," Mr. Genader said.
"Clearly, the economics, the cost of
these ratings, has to be reduced."

The rating agencies base their as-
sessments of insurers on an analysis
that includes an estimation of the in-

surers' ability to withstand a major
economic depression.

Moody's triple-A rating is indivi-
dually assigned to the issues insured
by the municipal bond insurers,
while S&P's is assigned to the
claims-paying ability of the insurer

itself. Despite the difference, both
agencies' triple-A ratings are con-
ferred upon lower-rated bonds in-
sured by the municipal bond insur-
ers.

Four of the five monoline munic-

ipal bond insurers have triple-A rat-

ings from both S&P & Moody's:
MBIA Inc., Financial Guaranty In-

vestors Corp., BIG and AMBAC. A
fifth monoline insurer, San Fran-

cisco-based Capital Guaranty Corp.,
has an S&P triple-A rating. It is not
rated by Moody's.

Of the two reinsurers specializing
in financial guarantee reinsurance,
Enhance Reinsurance Co. has a tri-

ple-A rating from both agencies,
while Capital Reinsurance Co. has a

triple-A rating from S&P and from
Chicago-based Duff & Phelps Inc.

Of the two monoline financial

guarantee insurers that specialize in
corporate bonds, Financial Security

Assurance Inc. has triple-A ratings
from S&P, Moody's, Duff & Phelps,
New York-based Fitch Investcrs Ser-

vice and Nippon Investors Service
Inc. New York-based Capital Mar-
kets Assurance Corp. has top ratings
from S&P and Duff & Phelps.

To date, among the municipal bond
insurers, only AMBAC has hac b pay
any losses. So far, AMBAC has paid
$34.7 million, including $25 million
in connection with the defal-lt of

$2.25 billion in bonds by the Wash-
ington Public Power Supply System
in 1983 (BI, Oct. 29, 1986).

Michael J. Djordjevich, president
and chief executive officer or Capi-
tal Guaranty, said the insurer never
obtained a Moody's rating after it
and the agency "agreed to disagree"

on Capital Guaranty's leel cf capi-
talization. "It i: possible to make an
argument that a bond guarantor in-
deed doesn't need more thar cne rat-

ing because in :he final analysis, an
insurance company is eirbev triple-A
or it's not," he said.

The level of capital reqLired to ob-
tain a rating was one factor -n Pru-
dential Insuraree Co.'s deision to

disband Dryd€n Guarantee Co., or-
ganized as a mocoline in:Lrer in 1986
with plans to z'sure asset-based se-
curities, said Edward 3aird vp of

Prudential's enterprise planning unit.
While Prudential had kvested

$100 mill,on in the uni=, it bund it
could need as iruch as $200 million

for a triple-A nting, sa-d Mr Baird.
Also contribut-ng to the dec:sion to
dissolve Dryder- was that it wiuld no
longer fit into the insurer': core busi-

ness and changes in the tax law :ha
"ruled out some of the opportun.ties.
we had in mind."

Cap Re has no immediate p-ans
to obtain a Moody's rating, said Mi-
chae] E. Satz, president and chief e=-
ecutive officer. The economics if i

Moody's rating, the basis on whieh i:
is granted and its functional applica-
tion to the business "are still q-les-
tions which are not resolved and w -11

have to be resolved before we ?ro -

ceed to get a rating," he said.
However, observers agree that az

least one rating agency's triple-A is
essential to the success of a financial

guarantee insurer, particularly hose
insuring municipal bonds.

The municipal bond market, they
explained, is increasingly dominated
by private individuals who do not
have the resources of larger ins:iti-

tions to eva.uate the creditworthiness

of the issues they buy. Thus, st€y rely
on the insurers' triple-A ratings

"Without that triple-A, we'Ie out
of business;' said BIG's Mr. Cohen.

"I certainly feel they're well-com-
pensated for what they do.' said
Wallace 0 Sellers, chairman and
chief execinive officer of Enhance Re

But, "I thznk the industry can use the
discipline of the rating agencies and :
think their influence is benefici al."

"Without a triple-A rating, gou're
dead in tte water," said Jeffrey Noss

a vp and municipal bcnd analyst
with the Bank of New Yo.k.

State regulation of the :ndistty is a
"joke," said Mr. Noss, adding tha.
"there's no:hing wrong untk the rat-
ing agenc ies having a s.rong in flu-
ence on :te business. I think they

Continued on next page
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Continued from previous page
play an important role, and I'm
glad to see they're keeping them
honest."

The municipal bond business is
peculiar in the sense that nobody
except AMBAC has had to pay a
loss, said Mr. Noss. "It's a psycho-
logical thing, I think, as much as
anything," he said of the triple-A
ratings' appeal.

The rating agencies provide a
strong level of financial and un-
derwriting standards, said Steven
Schrager, senior vp with Prescott,
Ball & Turben, a securities firm in
New York.

But the municipal bond insur-
ance industry is still relatively
young, he said, and the relation-
ship between it and the rating
agencies is still evolving. "It's a
dynamic, not a static, situation."
Eventually, he said, as the rating
agencies gain a better understand-
ing of the business, this will be re-
flected in their evaluations. I

N.Y. delays financial guarantee rules
By JUDY GREENWALD

New York, which two years ago
was expected to enact legislation
to regulate financial guarantee in-
surance, still has not approved any
comprehensive measure.

Meanwhile, the Florida legisla-
ture passed a law that became ef-
fective in July.

"Florida represents a workable
compromise that the legislature
has approved," said Robert
Mackin, executive director of the
Assn. of Financial Guarantee In-
surers based in Albany, N.Y.

But as for New York, ' What
you've got here is a real stalemate.
There's no question about it."

"We're still in dialogue with the
Legislature," said New York [nsur-
ance Superintendent James Corc-
oran, adding that "very productive

discussions" have been held and

legislation could be approved this
year.

Financial guarantee bills intro-
duced into the New York Legisla-
ture during the last session failed
to even emerge from committee,
said Mr. Mackin.

The New York Legislature in
1986 first began considering finan-
cial guarantee legislation that was
based on a model bill proposed by
the National Assn. of Insurance
Commissioners, though Insurance
Department officials had discussed
the need for comprehensive regula-
tion even earlier (BI, Oct. 20, 1986;
May 27, 1985).

Mr. Mackin noted a bill sup-
ported by the New York Insurance
Department was considered by an
Assembly committee earlier this
year, while a somewhat different

The budget was tight, the deadline was crazy, and the
complexities ofthe specs were a nightmare... but when
the meeting was over, you owned the day.

Nice going.

And thanks for letting us help.

f f di

THE HARTFORD

New blood, new spirit, and a new determination to be
the best. while we serve the best.

60 Batterymarch St.. Boston. MA 02110 617-357-8400 Telex 94-0013
Boston Chicago Los Angeles Atlanta New York San Francisco

bill proposed by State Sen. Joseph
Bruno, R-Brunswick, was in a Sen-
ate committee.

A key issue in New York has
been whether multiline property/
casualty insurers should be per-
mitted to write financial guarantee
insurance.

Mr. Corcoran has long been a
staunch supporter of restricting fi-
nancial guarantee underwriting to
monoline companies.

"When written as a si deline by a
multiline insurer, financial guar-
antee insurance has the potential
to bankrupt a company or to so
limit its capacity as to prevent it
from maintaining its market share
for traditional and more essential
lines of business," said Mr. Cor-
coran in testimony on the proposed
legislation before a state Assembly
committee in 1986.

j

A related concern has been the

possible depletion of the state's
guaranty fund in the event of the
insolvency of an insurer writing
financial guaranty insurance be-
cause of the massive amounts of
debt they insure.

Legislation that has been pro-
posed by the Insurance Depart-
ment would require that multiline
insurers set up separate monoline
subsidiaries to write financial
guarantees.

However, to obtain a Standard &
Poor's triple-A rating, the subsi-
diaries would have to have a mini-

mum capitalization of $150 mil-
lion, said Mr. Mackin.

Observers say multiline insurers
would be reluctant to sustain such

a drain on their companies' surplus
by setting up these subsidiaries.

The latest bill proposed by Sen.
Bruno would permit multiline
property/casualty insurers to con-
tinue to write financial guarantee
insurance for a six-year period.
But Sen. Bruno said he now favors

permitting multiline property/ca-
sualty companies to write a limited
amount of financial guaranty in-
surance indefinitely.

"We should not inhibit triple-A
(multiline) companies from making
available an instrument like finan-

cial guarantee insurance that helps
municipalities, helps business," he
said.

Sen. Bruno, who criticized Mr.
Corcoran for what he described as
his refusal to compromise on this
issue, said: "We haven't had busin-
esses (multiline insurers) collaps-
ing all over the place" because they
have financial guarantee business
on their books.

Mr. Corcoran's proposal "would
put Continental out of business"
insofar as financial guarantee in-
surance is concerned, said Clifton
J. Brown, senior vp at Continental
Guaranty & Credit Corp. in New
York, a subsidiary of Continental
Insurance Co., which continues to
be active in the financial market.

Mr. Brown said that while he

favors some regulation, he does not
understand why an insurer like
Continental that is capable of
writing financial guarantee should
not be allowed to continue doing
SO.

Monoline insurers, whose exis-
tence would not be threatened by
New York legislation, also are in
favor of passage of sorne regula-
tion.

Unless the states begin to take a
more active role in the regulation
of the financial guarantee indus-
try, "we're going to see an increas-
ing intrusion by federal agencies to
regulate this industry," said Mi-
chael Djordjevich, president and
chief executive officer of Capital
Guaranty Corp. in San Francisco.

It is "important to have some
regulatory structure on the books,"
commented Michael E. Satz, presi-
dent and chief executive officer of
Capital Reinsurance Co. in New
York.

Meanwhile, the new Florida law
permits multiline property/ca-
sualty insurers with more than
$100 million in net assets to write
financial guarantee insurance if
not more than 20% of its net premi-
ums written are for financial guar-
anty insurance and not more than
20% of its policyholder surplus is
applied toward writing the cover-
age.

In addition, financial guarantee
policyholders will no longer be
able to make claims against the
Florida guaranty fund, said a spo-
keswoman for the Florida Insur-

ance Department.
Maine also has enacted legisla-

tion, which was effective in Au-
gust, that excludes financial guar-
antee policies from guaranty fund
coverage, said Everard Stevens,
first deputy superintendent. I
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Multiline underwriters shun guarantees
By JUDY GREENWALD

The financial guarantee insurance
industry now is essentially a mono-
line industry, with not even the soft-

ening market reviving multiline in-
surers' flagging interest in financial
guarantees.

While some multiline property/ca-
sualty insurers, including Continen-
tal Corp. and CNA Financial Corp.,
still actively write financial guaran-
tees, growth clearly lies with the
monoline primary financial guaran-
tee insurers (see story, page 34).

"Financial guarantees outside of
monoline companies are dead," said
David Rudolph, vp-financial prod-
ucts group for Alexander & Alex-
ander Inc. in Chicago.

"It's not exactly a booming busi-
ness," he added. "From a financial

guarantee point of view, I'm hardly
overworked."

Observers say that the factors
keeping multiline insurers out of the

financial guarantee market include:
• The Tax Reform Act of 1986.

which led to a cutback in limited

partnership-or investor note-
bonds. These bonds were fre-

quently insured by multiline insur-
ers (BI, June 1, 1987).

• Stalled, though still pending,
legislation in New York that, in ef-

feet, would limit financial guaran-
tee insurance to monoline com-

panies (see story, page 39).
Many of the major multiline in-

surers were at one point more ac-
tive in writing financial guarantee

insurance than they are today, ob-
servers point out.

"I don't think many multiline in-

surers are looking at financial

guarantees as a way right now of
making money," said Joanne Mor-

rissey, a principal with Firemark
in Morristown, N.J., an insurance

industry research and investment
banking firm.

The financial guarantee business
is more like the surety business

than the multiline property/ca-
sualty business and "a hard market
really doesn't affect the surety
business," said Michael P. Tilton, a
partner with Tri-City Insurance
Brokers in New York.

Like the surety business, said
Mr. Tilton, the financial guarantee
business "continues to function on

the merits of each particular case,"
as opposed to the property/ca-
sualty business, where insurers
deal with classes of business.

Financial guarantees are "not
really the significant item for Cor-
roon & Black that it was two to

three years ago," said Kenneth J.
Pinkston, president of Public Enti-
ties National Co., a Corroon &
Black Corp. unit.

"I don't see it coming back the
way it was," agreed Phil Lian, se-
nior vp at Corroon & Black in New
York. The interest in financial

guarantee insurance was generated
by tax-related transactions,
"which aren't going to be there
now" with the passage of the Tax
Reform Act. Mr. Lian said C&B has

worked on several investor note

transactions this year, "but the
market for that is very limited."

In these transactions, investor's

funds are pooled to buy assets. The
partners make a modest cash down

NOillyour catastrophe
reinsurancepropmstandup to

hurricanes, tornadoes and earthquaks?
An effective catastrophe reinsurance Co. brokers can help you design a cost-eftctive

program needs a solid foundation. This founda- catastrophe reinsurance program with appro-
tion is a thorough understanding ofyour priate retention, limit and coverage atures.
Company's catastrophe exposure. And that's what That is why with CATALYST as the founda-
makes CATAIYSr so valuable. tion ofyour catastrophe program and EW.Blanch

CKIAIYS[; only from EN€Blanch Co., can Cds access to worldwide markets, you do not
estimate the frequency as well as severity of losses have to sacrifice program effectiveness br
due to hurricanes and tornadoes. Now CA[AIYST capacity
can also analyze your exposure to Calibrnia EWBlanch Co., 3500 West 80th Street,
earthquakes.With these Minneapolis, MN 55431
analyses, E.WBlanch E.W. BLANCH CO. (612) 835-3310.

Chicago Hartbrd NewYork San Frandsco

© E.WBlanch Co. 1988

Copenhagen London

payment for their unit and issue a
promissory note payable in annual
installments to finance the balance

of their investment. The insurance

guarantees that payments will
continue to be made.

Until the 1986 tax act, these
deals often were used by investors
through syndicates as tax shelters.
But the tax act ended this use

when it established distinctions

between earned income and pas-
sive income.

Joseph C. Eanes Jr., president
and chief executive officer of Fi-

delity & Deposit Insurance Co. of
Maryland in Baltimore, said his
firm still writes some coverage for
economic-driven, rather than tax-

driven, investor notes, "but they
are very small and very few." Pre-
miums this year will total "well
less than $1 million," he said.

A&A's Mr. Rudolph noted that in
addition to the tax law and pro-
posed monoline financial guaran-
tee insurance legislation, last

year's stock market crash-which
lowered the insurance industry's
capital-also discouraged a return
to the financial guarantee insur-
ance market.

In addition, many of the un-
derwriters who wrote financial

guarantees have joined investment
companies and other firms closely
aligned with their particular areas
of expertise rather than remain
with multiline insurers, said Mr.

Rudolph.
Another factor, said C&B's Mr.

Lian is that "no dramatic product
has come to the surface" to attract

insurers' interest.

The fact that brokers now are no

longer bringing insurers new ideas
for writing financial guarantees
could help explain the quiescence
among property/casualty insurers,
said Clifton J. Brown, senior vp at
Continental Guaranty & Credit
Corp. in New York, a Continental
unit.

"The brokers aren't really as ac-
tive in financial guarantees, at
least for the most part," said Mr.
Brown. Brokers lost interest in fi-

nancial guarantees when profits in
the traditional property/casualty
market began to improve. "The
tendency is to go where there's
more profits," he said.

Financial guarantee insurance,
Mr. Brown added, is "still too new
to attract the profits a lot of people
are looking for."

It could also well be that it is just
too early in the soft market for fi-
nancial guarantees to exercise an
appeal, Mr. Brown suggested.

When financial guarantee insur-
ance became popular in the early
19805, he said, the cycle was in a
"real steep trough," he said. "I
think there'll be more coming into

it in the soft cycle."
Continental's financial guaran-

tee business, which should gen-
erate about $9 million to $ 10 mil-

lion in net premiums this year, is
divided between a corporate bond
sector and an educational loan

area.

In the corporate bond area,
which accounts for about 80% of

its business, Continental insures
primarily tax-exempt bonds for
shopping centers, industrial
plants, office buildings and other
facilities in the $5 million to $10

million range.
In the educational loan area,

which accounts for about 15% of

its business, Continental has

started issuing policies on behalf
of ConSern, a program developed
by Washington, D.C.-based Uni-
versity Support Services that guar-
antees loans issued to middle-in-

come students.

The remaining 5% of Continen-
tal's financial guarantee bus-
iness includes limited partnership
deals. I
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Spotlight report

New technologies aid fire loss control
By CHRISTINE WOOLSEY

Advances in fire loss prevention run the gamut from im-
proved extinguishing equipment to more sophisticated detection
systems to alternative fire prevention system checking proce-
dures.

And, increasing with the technological advances in fire protec-
tion is the number of property loss control specialists offering
their expertise to risk managers.

The 1988 Business Insurance directory of property loss control
consultants attracted 120 responses, an increase of 126% from 53
the previous year. A listing of these consultants and their services
begins on page 44.

One of the most recent advances m the fire protection field is
the Early Suppression Fast Response sprinkler head, according to
Jim S. Armstrong, engineering manager for Fort Lee, N.J.-based
American Risk Management Corp.

Research on sprinkler systems had been neglected for many
years, Mr. Armstrong said. But ' four or five years ago the
U.S. government and a number of major insurers got together
to look at the dynamics of fire protection."

Older sprinkler heads were designed to control or suppress
fires but not actually extinguish them, explained Mr. Arm-
strong, who is based in the Cleveland office of ARM, a unit of
International Risk Management Group Ltd. and Swiss Rein-
surance Co.

The water droplets released were relatively small and often
would not effectively penetrate the fire plume.

"You almost had to wait until all the commodity burned up
or get in there with fire hoses" to control the fire, he said.

But, researchers sponsored by the Factory Mutual System now
have developed a sprinkler system that activates much faster and
emits enough water to penetrate the fire plume. Whereas the old
type of sprinkler head would not activate for two to three mi-
nutes, the ESFR head activates within 30 seconds, he said. In
addition, the new system's larger water droplets are able to pene-
trate the fire plume to douse the fire.

In the fire detection area, smoke detectors are far more sensi-

tive and can distinguish, for example, between cigarette smoke
and smoke from a smoldering fire, Mr. Arrnstronj said.

He noted that older smoke detectors' sensitivizy levels had
to be adjusted frequently to avoid false alarms when, for exam-
ple, employees smoked cigarettes. In addition, air currents af-
fected the detectors' performance.

Mr. Armstrong said that new detectors sample smoke par-
ticles in the air to determine whether there is a fire. ]n addi-

tion, the sensitivity of new smoke detection systems can be
set based on occupancy levels in a building or an area.

More companies also are using thermographic scanning to
detect hot spots in electrical and mechanical equipment that
may develop into fii·es.

The military for decades has used infrared thermcgraphic
scanning, but its use in commercial industry was rare until

the 1970s because of its cost and limited portability.
The system first became a feasible method of loss control

for employers in the 1970s, when its cost dripped and porta-
ble systems were designed.

Mr. Armstrong said ARM engineers began using Infrared tech-
nology several years ago on a plant-by-plant basis. However,
about four years ago, when ARM recognized the importance and
value of the technology, the company made infrared thermogra-
phic surveys the main thrust of its loss COnt101 consulting and
special services division.

Approximately 55% of the fires in electrical and mechani-
cal systems are caused by electrical failures, said Peter F. John-
son, assistant vp-marketing at ARM.

An electrical breakdown can cost an average of $3,000 to
$8,000 per piece of equipment destroyed cr damage 1, he said.

An infrared scanner works like a temperature-sensitive cam-

era, detecting temperature extremes much like the human eye
detects light. However, an infrared scanner picks up light emitted
from objects in the infrared spectrum.

The scanner contains a control unit. Lhat converts the light
it detects to an electrical signal displayed on a closed-circuit
monitor as a multicolored image indicating a range cf hot to
cold areas. From this picture, called a thermogram, valuable

information can be obtained about the temperature extremes
inside electrical and mechanical systems.

For example, Mr. Armstrong noted that much of a piece of
electrical equipment is supposed to be hot. "The consultant
has to look for the true anomalies and decide what should or
should nos be hot," he said.

A study of one plant after it initiated an infrared inspec-
tion program indicated a 50'4 decrease in the failure of elec-
trical systems from all causes, according to Mr. Johnson.

In addition to these physical fire suppression systems, re-
searchers are attempting to develop alternative techniques to
measure 1.he r·olume of the fire extinguishing gas Halon 1301
that many companies use in their computer rooms.

Halon has been touted as one of the most effective fire

protectior. gases because it suppresses fires and is non-toxic. The
gas is released from pressurized containers and must reach a level
of 5% of tne rcom's volume in 10 seconds and maintain that level

for 10 minutes to extinguish a fire.
Curren:ly, the effectiveness of a Halon discharge system is

measured by live discharge testing. But, a discharge test can cost
between $6,00) and $10,000 for the Halon gas alone, Mr. Johnson
said.

In addition research has shown that Halon's chlorofluoro-

carbon content is more detrimental to the Earth's ozone layer
than ever_ the CFCs found in aerosol cans, Mr. Armstrong said.
The United States in the late 1970s banned CP'Cs for use as a

propellant out of concern for the ozone layer.
The Montreal Protocol, an international agreement signed

by 11 countries-including the United States-to limit the pro-
duction of Halon, cutting it back to 1986 levels, has fire protee-
lion engineers worried they will have to find an alternative test-
ing method. "We think (the price) could double or triple in the
years ahead as production of Halon is curtailed or regulated," Mr.
Johnson warn ed.

Meanwhile, researches are studying the use of blowei· doors,
used for many years jn home energy audits, as an alternative to
discharge test ng.

Continued on ne.rt page
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A blower door containing an electric motor-driven fan and
a computer that measures Halon leakage is installed at a
computer room's entrance, Mr. Armstrong said.

However, Edward Vining, vp at The FPE Group of La-
fayette, Calif., said he has not seen any alternative system
that provides as accurate results as live testing.

An equally important area of property loss control is safety
training.

For example, "It's been proven that an individual with
hands-on fire-extinguishing training can put out a fire 212
times as large as an individual with no training," said R.
Craig Schroll, chief consultant at Firecon in Lancaster, Pa.

Unfortunately, companies tend to eliminate safety training
programs when cutting costs, consultants point out.

And, some employers may be reluctant to hire a consultant
to conduct training programs, because "they see us as some-

one who wants a lot of money to do something they could do
themselves," Mr. Schroll said.

"Top management is at some point going to have to learn
that safety must be an integral part of their operations," he
said.

But, risk managers are beginning to realize this, according
to Sheryl Anderson, business development representative at
Schirmer Engineering Corp. in Deerfield, Ill. "There is a

sense of risk managers looking where they can ge: the most

benefits from their risk management programs, and they're
realizing loss control and safety can help minimize costs."

In addition to loss prevention techniques, consultants also
offer employers a variety of post-loss services.

"Whenever there is a loss, the risk manager gets saddled
with what to do afterward," said Michael Mentuck, president
of Salem, Mass.-based Michael A. Mentuck & Associates Inc.,
which provides salvage services to employers with property
losses. "We are a source to assist the risk manager and advise
him on whether to recondition his damaged property or sell
it," Mr. Mentuck explained.

Forensic engineering services also are available to com-
panies facing litigation because of a property loss.

Forensic engineers reconstruct accidents that have caused
a property loss to determine the cause of the incident.

In addition, the majority of property loss control consul-
tants offer:
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More companies use thermographic scanning to detect hot spots in electrical and mechanical equipment.

• On-site plant inspections.
• Hazard identification.

• Building plan reviews.
• Loss control training.
Of the 120 consultants that responded to the BI survey of

property loss control consultants, 108 gave quantifiable re-
sponses. Among these respondents, hazard identification and
loss prevention training are the two most commonly offered

services. Some 95% offer hazard identification, and 93% offer
training classes, seminars or videos to employers.

Fire prevention inspections are offered by 82% of the con-
sultants listed, and 80% offer clients loss prevention man-

uals, newsletters or other publications.
Building plan reviews are conducted by 75% of the respon-

dents and 72% conduct loss prevention research.

In addition, 60% offer plant security inspections.

..
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AIG Consultants

72 Wall St., New York, N.Y. 10005;
212-770-7000

Year founded: 1979.

Parent company: American Inter-
national Group Inc.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews; oc-
casional plant security inspections,
client training.

Staff: 177 total staff members; 42
professionals assigned to property
loss control engineering/consulting,
including two ARMs, 17 CSPs, nine
PEs, three CIHs, two CPCUs.

Clients: 300 total clients; 18% with
gross revenues less than $200 million,
40% with $200 million-$500 million,
40% with $500 million-$1 billion, 1%
with $1 billion-$3.5 billion, 1% ex-
ceeding $3.5 billion.

Branch offices: Atlanta; Char-
lotte, N.C.; Boston; Chicago; Detroit;
Dallas; Houston; Los Angeles; San
Francisco; Philadelphia; Cleveland;
Washington, D.C.; Toronto; Vancou-
ver, British Columbia.

1987 gross revenues: $10 million
total; 8% from unbundled property
loss control consulting and engi-
neering; 92% from other services, in-
cluding environmental impairment
assessments, evaluation and plan-
ning.

Principal officers: A. Goldberg,
president; R. Blaunstein, vp-risk as-
sessment; D. Scott, vp-international
engineering; J. Leonard, vp-regional
operations.

Year founded: American Risk

Management Inc. was founded in
1958; name changed to American
Risk Management Corp. in 1588.

Parent company: International
Risk Management Group Ltd./ Swiss
Reinsurance Co.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, cli-
ent training, infrared thermographic
inspections for electrical components
and roofing, boiler and machinery
risk evaluations, underwriting re-
ports and loss potential calculations,
risk evaluations of property damage
and business interruption exposures,
chemical and petrochemical risk con-
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Property loss control consultants listed
American Risk

Management Corp.
4807 Rockside Road, Suite 500,
Cleveland, Ohio 44131;
216-447-1600; 800-882-5528

J

sulting, boiler and pressure vessels
reliability studies; occasional plant
security inspections, loss prevention
publications, loss prevention re-
search.

Staff: Not reported; professional
designations held by staff include
one ARM, one ALCM, one ASSE, one
CSP, five PEs, 31 SFPEs, six CPCUs,
seven AICHEs.

Clients: 76 total clients; 5% with
gross revenues less than $200 million,
3% with $200 million-$500 million,
8% with $500 million-$1 billion, ·50%
with $1 billion-$3.5 billion, 34% ex-
ceeding $3.5 billion.

Branch offices: Atlanta; Burling-
ton, Vt.; Charlotte, N.C.; Chicago;
Dallas; Detroit; Fort Lee, N.J.; Kan-
sas City, Kan.; Louisville, Ky.; Min-
neapolis; Nashville, Tenn.; Pitts-
burgh; San Francisco; Seattle;
Youngstown, Ohio; Bridgetown, Bar-
bados; Hamilton, Bermuda; Grand
Cayman, Cayman Islands; Toronto;

AVRECO has an interesting, new prescription for
your Hospital Professional Liability risks!

We are acknowledged specialists in handling Hos-
pital Umbrella Liabilityaccounts including Malprac-
tice. Our long-term experienceand unique capabili-
ties in this area have enabled usto provide coverage
for some of the country's largest and most prestig-
ious institutions. We offer these important advan-
tages for your hospital accounts:

V Our markets are stable, financially sound and have expertise in
handling malpractice claims. We can also offer quality insurance com-
panies willing to establish long-term relationships for a hospital's mal-
practice business.

v We competitively write individual hospitals as well as groups of
hospitals or an association of hospitals or clinics.

§' We are flexible in providing excess coverage over various under-
lying retention levels.

§ We have been successful in marketing excess hospital malpractice
insurance to include attending physicians' malpractice coverage on a
24-hour basis.

For complete information on how to capitalize

on this lucrative business, call William Yurek,
executive vice president, at 312/346-6161

AVRECO, Inc.
PROFESSIONALS IN SPECIAL RISK MARKETING

10 South LaSalle Street Chicago, IL 60603-1099
312/346-6161 · TLX 25-3553 · FAX 312/580-0106

Guernsey, Channel Islands; London;
Luxembourg; Shannon, Ireland; Sin-
gapore.

1987 gross revenues: Not re-
ported.

Principal officers: Arthur R.
Deters, chairman; Tom G. Grilli, vice
chairman; John J. Ryan, president;
William F. Nehls, executive vp;
Charles D. Wharton, vp-engineering.

Asbestos Consulting
Service Inc.

520 W. Midway Blvd: Broomfield,
Colo. 80020-1955; 303-466-7259

Year founded: 1982

Services provided: On-site loss
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, client training.

Staff: Two total staff members, one
professional.

Continued on page 46

How to use

directory
The second annual directory of

property loss control consultants
and engineers lists companies that
provide loss control services like
on-site plant loss prevention in-
spections (including fire preven-
tion inspections, plant security in-
spections and hazard
identification); building plan re-
views; publication of loss preven-
tion manuals, newsletters or other
materials; loss prevention re-
search; and training classes, se-
minars or educational videos for

clients. Many companies list ad-
ditional specialty services they
offer to clients.

Companies included in the di-
rectory must provide these services
on an unbundled basis directly to
employers; companies that provide
loss control only in conjunction
with other services, like insurance

brokerage, are not listed.
Business Insurance publishes the

directory as an editorial service;
there is no charge for companies to
be included.

Following the name and address
of the company, the year founded
and parent company are given.

Next, details on loss control ser-

vices provided are noted. Infor-
mation on total staff members as

well as the number of professionals
assigned to property loss control
consulting and engineering and the
professional designations they hold
are provided. Information on num-
ber and size of clients at year-end
1987 follows.

If a company specializes in con-
sulting to a particular type of busi-
ness or industry, it is noted under
the specialty heading; then, cities
and states of branch offices pro-
viding property loss control ser-
vices are listed.

When reported by the company,
1987 gross revenues are provided.
Names and titles of principal offi-
cers complete the listings.

Listings are based on each com-
pany's response to a Business In-
surance questionnaire. There are
no public documents available to
allow BI to verify the information
provided.

Following are the full profes-
sional designations for those ab-
breviated under the staff heading:

AAFS is member, Americait Academy
of Forensics Sciences; AARST is mem-
ber, American Assn. of Radon Scientists

& Technologists; ACI is member,
American Concrete Institute; ACS is

member, American Chemical Society;
AcSA is Accredited Safety Auditor;
AIAA is member, American Institute of
Aeronautics & Astronautics; AICE is
member, American Institute of Chemi-

cal Engineers; AIHA is member,
American Industrial Hygiene Assn.;
ALA is member, Associated Locksmiths
of America; ALCM is Associate in Loss
Control Management; ANSI is member,

Continued on page 46
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Ocean ;llarine, Inland larine
and Commercial Aviation

FACILITI ES AVAILABLE

TO AGENTS & BROKERS OF MEMBER COMPANIES

MUTUAL MARINE OFFICE, INC.
100 PARK AVENUE, NEW YCRK, N.Y. 100- 7• 212-953-0580

Pacific Mutual Marine Olfice, Inc.
100 Dine Street, San F-ancisco, DA 94111 • 415-421-8972

Mutual Marine Office of the Midwest, Inc.
20 N. Wac<er Drive, Chicago, Illinois 606OE • 312-368-1120

General Managers
NEW YORK MARINE AND GENERAL INSURANCE COMPANY

GOTHAM INSURANCE CC.

Marine Managers-

ARKWRIGHT MUTUAL INSURANCE CO.

GRAPHIC ARTS MUTUAL INSURANCE CO.

LUMBER MUTUAL INSURANCE CO.

NEW YORK MARINE AND GENERAL
INSURANCE CO.

PENNSYLVANIA NATIONAL MUTUAL
CASUALTY I \!SURANCE CO.

REPUBLIC-FRANKLIN INSURANCE CO.
U-ICA MUTLA_ INSURANCE CO.

Co itinued from page 44
Clients: 20 total clients, 100% with

gross revenues less than $200 mil-
lion-

Specialties: Real estate.
1987 gross revenues: $130,000

total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: George S. Big-
ger,pres.dent.

Ask Safety Consultants Inc.
8195 E. Isabella County Line Road,
Coleman, Mich. 48618:
517-665-6724

Year founded: 1976.

Services provided: Occasional
fire prevention inspections, plant se-
curity inspections, hazard identifica-
tior_, legal and regulazory consulting,
noise efaluations, loss prevention
publica:ions, loss prevention re-
search, client training.

Staff: One staff member who is a

PE.

Specialties: Construction, surface
mining, Dement industry, oil and gas
well drilling.

1987 gross revenues: $48,000
total; 20% from unbundled property
loss control consulting and engi-
neering; 80% from other services, in-
cluding legal consulting and expert
witness testimony.

Principal officers: Alpheus R.
Klashak, president/chief executive
officer.

Adjustco Inc.
2605 Maitland Center Parkway,
Maitland, Fla. 32751;
407-660-2611

Year founded: 1980.

Parent company: Leonard J.
Russo Insurance Services Inc.

Services provided: Frequent haz-
ard identification, safety program
audits and consulting, client train-
ing; occasional fire prevention in-
spections, ergonomic program assis-
tance, loss prevention publications.

Staff: 12 staff members assigned to
property loss control engineering/
consulting; eight professionals, in-
cluding eight ASSEs, one CSP, one
CSE.

Continued on page 48

Directory guide
Continued from page 44
American National Standards Institute;
ARM is Associate in Risk Management.

ASA is member, American Society of
Appraisers; ASCE is member, Ameri-
can Society of Civil Engineers; ASEE is
member, American Society of Electrical
Engineers; ASIE is member, American
Society of Industrial Engineers; ASIS is
member, American Society for Indus-
trial Safety; ASME is member, Ameri-
can Society of Mechanical Engineers;
ASP is Associate Safety Professional;
ASQC is member, American Society for
Quality Control; ASSE is member,
American Society of Safety Engineers;
ASTM is member, American Society for
Testing & Materials; CCM is Certified
Consulting Meteorologist.

CET is Certified Engineering Techni-
cian; CFEI is Certified Fire & Explo-
sion Investigator; CFPS is Certified
Fire Protection Specialist; CHCM is
Certified Hazard Control Manager;
CHMM is Certified Hazardous Materi-

als Manager; CHSP is Certified Health-
care Safety Professional; CIC is Certi-
fied Insurance Counselor; CIH is

Certified Industrial Hygienist; CIHT is
Certified Industrial Hygiene Teehnolo-
gist; COC is Certified Occupational
Conservationist; COHN is Certified Oc-
cupational Health Nurse; COST is Cer-
tified Occupational Safety Technician;
CPC is Certified Professional Chemist;

CPCU is Certified Property/Casualty
Underwriter.

CPP is Certified Protection Profes-

sional; CPSM is Certified Product

Safety Manager; CQE is Certified Qual-
ity Engineer; CRE is Certified Reliabil-
ity Engineer; CSE is Certified Safety
Executive; CSM is Certified Safety
Manager; CSP is Certified Safety Pro-
fessional; CSS is Certified Safety Spe-
cialist; CSSP is Certified Safety & Se-
curity Professional; CST is Certified
Safety Technician; FCAS is Fellow, Ca-
sualty Actuarial Society; FIIC is Fel-
low, Insurance Institute of Canada.

HPS is member, Health Physics So-
ciety; IEC is member, International
Electric Technical Commission; IEEE is
member, Institute of Electrical & Elec-

tronic Engineers; IES is member, In-
stitute of Industrial Engineers; IHA is
member, Industrial Hygiene Assn.; IIE
is member, Institute of Industrial Engi-
neers; ILCI is member, International
Loss Control Institute; IOSH is mem-
ber, Institute of Occupational Health &
Safety; ISASI is member, International
Society of Air Safety Investigators; ISO
is member, International Standards Or-

ganization; NAFE is member, National
Academy of Forensic Sciences; NBBM
is member, National Board of Boilers &
Pressure Vessels; NFPA is member, Na-
tional Fire Protection Assn.

NFSA is member, National Fir€

Sprinkler Assn.; NICET is member,
National Institute for Certification in

Engineering Technologies; NSC is
member, National Safety Council
NSMS is member, National Safety
Management Sqciety; NSPE is member
National Society of Professional Engi-
neer; OSHT is Occupational Health &
Safety Technologist; PE is Professional
Engineer; PhD is Doctor of Philosophy;
REA is Registered Environmental As-
sessor; RPWTPO is Registered Public
Water Treatment Plant Operator; RSE
is Registered Structural Engineer
SFPE is member, Society of Fire Pro-
tection Engineers; SSA is member
Semiconductor Safety Assn.; SSS is
member, System Safety Society; WSO is
member, World Safety Organization. I
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Spotlight report

Editorial
Index

Serviee

The Business Insurance Editorial Index Servicedirects you to all news reports and feature articles
published by Business Insurance newsmagazine.

T he annual service includes 3 quarterly reports and acumulative annual volume. In addition, article
citations between publication of quarterly reports are
available from BI's Information Centers in New York

and Chicago. Complete alphabetical and chronological
listings by company, person, subject and geographic
location enables you to access data quickly and

accurately.

T ake advantage of thiscost effective tool and

fill out the coupon today or .
Business

call 212/210-0137 insurance

Sia.,INIS. i , Editorial Index

220 East 42nd Street, New York, NY 10017

Please send me the following index(es):
Full Index Service at $100* 0 1988
Softcover edition at $100* each 0 1986 0 1987
Hardcover edition at $150* each[J 1981 0 1982 0

19830198401985

TOTAL ENCLOSED $
PAYMENT MUST ACCOMPANY ORDER --

0 Visa 0 Mastercard 0 Optima
0 American Express 0 Check Enclosed
(make check payable to Business Insurance)
* foreign postage additional

Account #

Signature

Name

Title

Company

Address

City

Market accessibility is the key that can
unlock new business prospects for your
company: The problem is finding a
broker with the right combination of
responsive service and the ability to
access the markets you want.
The solution to this problem is closer
than you think. As close as
your nearby Crump E&S
office.

Surprised? You may have
thought that your regional
Crump E&S office han-
dled only a particular type
of risk. That's understand-

able, since each Crump
office has become closely
attuned to the particular
needs of its area clientele.

Exp. Date

Phone

State Zip

Continued from page 46
Clients: 3,200 total clients.
Branch offices: Baton Rouge, La.;

Jackson, Miss.
1987 gross revenues: Not re-

ported.
Principal officers: Leonard J.

Russo, president/chief executive offi-
cer; Jack D. Holton, executive vp;
David B. Crosby, vp/national sales
manager; F.I. Hughes, senior vp/
southeast regional manager; Robert
W. Lowry Sr, vp/southwest regional
manager.

Paul Alamar, P.E., C.S.P.
P.O. Box 134, Scranton, Pa.
18501; 717-347-8665

Year founded: 1972.

Services provided: Occasional
hazard identification, building plan
reviews, client training, product
safety reviews.

Staff: One staff member who holds

ASSE, CSP and PE designations.
Clients: 18 total clients.

Specialties: Industry, hospitals,
nursing homes, construction.

But it's this emphasis
on local service and knowledge that
makes Crump E&San exception-
ally accessible national organization,
giving you immediate access to more
than 100 quality domestic and inter-
national markets through any of our

18 offices.

With Crump E & S, you'll
get more inventive solutions
and faster, easier placement
for virtually any risk. With
the added advantage of con-
venient, personal service.
That's access-ability.
At Crump E & S, we have
the tools that extend and

strengthen your reach.

e
CRUMP

E&5
GROUP

1-800-52 CRUMP AAMGA 
Atlanta, GA • Bellevue, WA• Burbank, CA • Casselberry, FL • Chicago, IL • Dallas TX • Denver, CO • Dublin, OH

G & M Marine, New Orleans, LA • Houston, TX • Huntington Harbor, CA• Memohis, TN• New Orleans, LA • New York, NY
Portland, OR • San Diego, CA • San Francisco, CA •Waukesha,WI

1987 gross revenues: Not re-
ported.

Principal officers: Paul Alamar,
president.

Alexander & Alexander

Services Inc.-

Loss Prevention
& Claims Services

1185 Ave. of the Americas, New
York, N.Y. 10036; 212-575-8000

Parent company: Alexander &
Alexander Services Inc.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, analysis of sprinkler and
fire protection systems, water supply
testing and analysis, estimation of
loss potentials, business interruption
studies, building plan reviews, loss
prevention publications, loss preven-
tion research, client training, devel-
opment of emergency plans, boiler
and machinery surveys and consult-
ing, evaluation of loss control pro-
grams; occasional plant security in-
st*ctions.

Staff: 215 total staff members; 140

professionals, including 18 ARMs,
two ALCMs, 57 ASSEs, 31 CSPs, 28
PEs, 40 SFPEs, five CHCMs, three
CPSMs, 55 NFPAs, 11 NSMSs.

Clients: Not reported.
Branch offices: Locations in the

U.S. and worldwide.

Principal officers: Tinsley H.
Irvin, chairman/chief executive offi-
cer; Michael K. White, executive vp.

Alexsis Risk

Management Services
41000 W. Seven Mile Road,
Northville, Mich. 48167;
313-348-2202

Year founded: 1932.

Parent company: Alexander &
Alexander Services Inc.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification; occasional building plan
reviews, loss prevention publications,
client training.

Staff: 704 total staff members;
nine professionals assigned to prop-
erty loss control consulting/engi-
neering, including one ARM, nine
ASSEs, four CSPs, one CFPS, one
CPCU.

Clients: 14 total clients; 79% with
gross revenues less than $200 million,
7% with $200 million-$500 million,
7% with $500 million-$1 billion, 7%
with $1 billion-$3.5 billion.

Branch offices: Livonia, Bay City
and Grand Rapids, Mich.; Philadel-
phia; Louisville, Ky.; Hartford,
Conn.

1987 gross revenues: $60 million
total; 1% from unbundled property
loss control consulting and engi-
neering; 99% from other services, in-
cluding claims administration, excess
insurance placement, bundled loss
control services.

Principal officers: John A. Ma-
lasky, chairman; M. Ollie Parker, se-
nior vp; R.F. Proffer, president-cor-
porate service division; Josepha A.
Giampetro, executive vp-eastern di-
vision; Ernest C. Fackler, executive
vp-western division.

Anti Fire/P.E. Phillips
& Associates

1963 Sycamore Trail, Las Vegas,
Nev. 89108; 702-295-0907

Year founded: 1972.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, fire protection system in-
spections, consulting on conformance
with codes and standards, buildinE
plan reviews, expert witness testi-
mony; occasional loss prevention re-
search, client training.

Staff: One staff member who has

CSP, PE, SFPE, SSS and NFPA des-

ignations.
Clients: Not reported.
1987 gross revenues: Not re-

ported.
Principal officers: Patrick E

Phillips, owner.

Applied Risk Control Corp.
100 Dutch Hill Road, Suite 214,
Orangeburg, N.Y. 10962;
914-365-2444

Year founded: 1985.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion; occasional building plan re-
views, loss prevention publications

Continued on page 56



YOU Mm BE SURPRISED
WHAT'S BEHIND YOUR

REINSURANCE COVE RAGE

All too often the answer is-not enough.
Because while a company may claim to pos-

sess all the necessary property and casualty
reinsurance capabilities, it may lack the most
important one of all: the resources to sustain a
lasting relationship.

Truth is, not having the right reinsurer can lead
to some unfortunate consequences. Like claims
payment delays. Uncollectible reinsurance. Incon-
sistent underwriting. And very unhappy clients.

As part of a worldwide professional reinsur-
ance network, CIGNA Reinsurance Comany is
responsive to both the treaty and facultative
marketplace.

Our underwriting staff is committed to the
highest standards of excellence. And, our
knowledge and extensive experience in both
the reinsurance and primary markets enables
us to respond appropriately to the needs of
CIGNA Property &Casualty Reinsurance Companies: Philadelphia·Toronto•London•Brussels•Paris•The

LT

intermediaries and client companies.
Our underwriters are supported by a dedi-

cated staff of claims, actuarial and financial

professionals. Plus, our technical services group
provides timely and valuable information which
allows the underwriters to identify and resolve
issues, before they become problems.

Finally, we have the capacity and technical
expertise to assume substantial risk. And more
importantly, financial stability, which translates
into real staying power.

Afterall, if there's nothing behind yourreinsur-
ance coverage, there's probably no future in
front of it.

Building long term relationships. One more
example of CIGNA's
commitment to person-
alized service to business CIGNA
around the world.

Hague•Vienna•Bermuda•Tokyo·Sydney•Singapore•Panama City
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In 1851, when America won the first Cup Race, Allendale's
For r.early 60 miles, one sleek bow cut like a razor between

sky and sea. Outnumbered by seventeen of Britain's best sailing
vessels, America streaked across the finish line to victory. ,#Where
is the second?" Queen Victorie asked. 'Your Majesty, there is no
second; the signalman replied. And when America crossed the
finish line eighteen minutes ahead of i-s closest zompetito

Allendale had been leadlng the property insurance industry with
innovations in loss contrcd engineering and coverage for 16
years.

.n a changing world where events like this shape history, this is
our way of reminding you of one progressive, stable company
that's been in business since 1835.

1

1
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Today at Allendale, we continue to shape the history of loss
control with engineering, training, research and testing, respon-
siveness and fairness in the way we do business.

Throughout the years we've been more than an ordinary
insurance company. Commitment to our insureds goes well beyond
the property coverages we provide.

A

r4
y

ngineers had been charting a winning course for 16 years.
After a century and a half, that part of our philosophy is not

about to change. Allendale Insurance, RO. Box 7500, Johnston,
Rhode Island 02919.

Allendale Insurance/Factory Mutual System
Over 150 years of progress and stability.



CISCO HAS BUILT A GREAT
.%

CONSIRUCTION INSURANCE
PROGRAM Engineered to make
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that [hc C 15( 0 program had the stringth of pertormanci to rsiather that
period and Imcrge as thc flagship of comprchen:,1.e ic,nstruction inburanci
programs KEY SERVICES PROVIDED
The professionals at (.15£0 have worked long and hard dcu loping this l'nderwriting/Service
program A program that not only provides brodd co; crdge ind stable pricing 1 Provide underwriting evaluation, guidelines and loss analybis
but a TWO YEAR renewal Auarantic And a program that boasts a proen 2 Issuance of policies, endorsements and certificates of insurance and
track record for over 3 years collection of premiums

WORKING CLOSELY WITH Claim Control

AGENTS/BROKERS... NOT REPLACING THEM Monitor specialized Claim Service to ensure quality handling submit an
analysts of claims to each participant

As Program Managers, CISCO works closely with contractori agent or broker Cost-of-Risk Management
This ensures, among many things, a close hason between the policyholder, the Provide the policyholder with up-to-date loss information
agent/broker and the underwriter Also, CISCO conducts an in-depth ana:ysis of Loss Control
all submissions for eligibility in keeping with underwriting criteria

1 Review services provided by

THE PROGRAM SUMMARIZED insurance companies Loss
Control operations

Workers' Compensation 2. Design a Loss Control schedule
Workers' Compensation written selectively on guaranteed cost, deviations, ofservice, sensitive to the con-

dividend and retention plans tractors exposure and needs.

General Liability, Automobile Liability and Physical Damage 3. Ongoing review of accident
experience to measure

1. Each contractor is subject to individual underwriting and rating sensit.ve to effectiveness of Loss Control
the contractor's exposure and loss experience activities and the need for

2. General and Automobile Liability and Physical Damage policies are issued remedial action.
including a TWO YEAR non-cancellable clause.

To find out how this great3 The non-cancellable provision also provides a renewal premium, rate guar-
antee formula, based upon tbe individual experience of tbe contractor program is in serving the needs

of contractors and if you're
Umbrella and Excess Liability serious about establishing a CISCO
First and Excess Layer Umbrella capacity utilizing domeStlC and International relationship that provides long-
markets. term stability in coverage and QUALITY + LONG TERM PROTECTION
Wrap Up Programs pricing, call TOLL FREE

1-800-HI-CISCO. Construction Industry Services Corp.Primary and excess markets for term ofproject including total service package
(442-4726) 300 Old Country Road, Suite 31individual policy issuance. Claim and Loss Control statistical data...

for Wrap Up participants. FAX: 516 294 5826 Mineola, New York 11501

L
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ASK A RISK MANAGER
Keeping workplace safe
key to low comp costs

Q
Workers compensation costs

are increasingly difficult to
manage. What are your
thoughts on ways to control

claim frequency and expenses?

' You are correct in stating that
workers compensation costs are

A difficult to manage! Every risk
manager has his or her own story

to tell about a specific case.
The prevalent feeling shared by

_ risk managers is one of helplessness

in attempting to operate within a
system that appears to work against the employer.

I am certain you agree work comp benefits should
be provided to employees who suffer a work-related
injury or illness. However, the pendulum has swung
out of control in too many instances where benefits
are awarded "carte blanche" for pre-existing
conditions and incidents for which no specific accident
or exposure has been identified. We find ourselves

bargaining with physicians and attorneys on degrees of
permanency, perhaps losing our perspective as to what
workers compensation was originally intended to
provide.

The risk management function is one concerned with
the identification, evaluation, control and, as

appropriate, the transfer of risk. The effective
management of workers compensation exposures in
any organization requires the first three of these
processes. Your decision whether to transfer risk takes
certain financial considerations into account as well.

Risk identification is a crucial step since it sets

I-NJ

the parameters of an accident prevention program.
You must know and understand your business
environment before establishing safety guidelines. Use
of a risk management information system is vital in
identifying the types of accidents/incidents most likely
to result in claims. If you do not subscribe to an
automated system, a review of loss runs will provide
statistics on accident types and claims costs. Visiting
your operations and talking with employees will afford
you a valid picture of what goes on in the workplace.

The evaluation of risk provides an analysis of the
magnitude of exposure. This process is necessary for

In too many instances benefits are
awarded "carte blanche" for

pre-existing conditions and incidents

where no specific accident or

exposure has been identified.

determining if retention or transfer of risk appears

most logical for the organization. It will also dictate

which types of risk control programs are best suited
to dealing with occupational hazards.

In addition to these two processes, a risk manager
must establish certain controls to minimize the

financial and human relations impact that a workers

compensation case has on an organization.
For example:
• Determine the impact of pre-employment

physicals in identifying employees who are not suited
for a particular type of occupation. Not all employees
would require this form of screening but those involved
in strenuous activity are likely candidates.

• Make certain employees are well-trained and
thoroughly understand safety requirements associated
with their occupations.

• Evaluate the benefits of a light duty program as
an incentive to keep employees in the workplace while

they recuperate from workplace injuries.
• Establish and direct a claims management

program that mirrors your risk management
philosophy. To expound on this subject further, your
claims administrator should follow your directions
regarding claims management practices. Pre-establish
authority levels so your claims administrator
understands what cases are reportable to the risk
manager and when. You will find a "hands-on" risk
management approach to claims administration is the
most effective arrangement.

Continued on nert page

Would you like advice from an experienced 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 Risk Manager, Ask A Benefit Manager, Ask
A Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits
management issues and actuarial problems.

This month's column on risk

management issues is written by
Susan M. Werner, director of risk
management at Hardee's Food

Systems Inc. in Rocky Mount, N.C.
Joseph W. Duva, director of employee
benefits at Allied-Signal Inc. in
Morristown, N.J., answers benefits
management questions. William J.
Miner, an actuary with The Wyatt Co.
in Chicago, answers actuarial

Ms. Werner
questions on benefits issues. And,
Richard E. Sherman, a principal with

Coopers & Lybrand in San Francisco, answers actuarial
questions in the casualty field.

Mr. Duva's and Ms. Werner's columns appear
alternately on the second Monday Of each month. Mr.
Miner's and Mr. Sherman's columns appear alternately
on the first Monday Of each month.

Ms. Werner's next column will appear in December.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Itt. 60611. Please give us your
name, title and employer; however, Business Insurance
witt consider unsigned letters.

New D&0 text is meaty reading
"Liability of Corporate Officers

and Directors, Fourth Edition"

By William E. Knepper and Dan A.
Bailey

The Michie Co., P.O. Box 7587,

Charlottesville, Va. 22906-7587;
800-446-3410

1988, 950 pages including

appendices and index, $85.00

By Mark A. Hofmann

THE EXPLOSION of directors' andofficers' legal exposures is
graphically illustrated by the size of
the recently published fourth edition

of "Liability of Corporate Officers and
Directors": The new volume packs

half again the heft of its predecessor,
and not a word is fat.

Messrs. Knepper and
Bailey-partners in the Columbus,
Ohio, law firm of Arter &

Hadden-specialize in D&0 law, and
their expertise is manifest in this
book. This edition represents a

complete rewriting of the classic text
on D&0 liability, which was last
revamped in 1978.

This volume is as much a how-to

book as it is legal text. In addition to

Books & ideas

discussing the various components of
D&0 liability, the authors offer
concrete advice on how directors and

officers can protect themselves against
D&0 liability actions. The authors
provide a 135-item checklist of
potential liabilities, ranging from
"acquiescence in conduct of fellow

directors engaged in improper
activity" to "willful wrongdoing," that
underscores the scope of exposure.
They then discuss specific actions that
can be taken to.minimize the impact of

those exposures.
The authors also trace changes in

the atmosphere surrounding D&0
liability. According to Messrs.
Knepper and Bailey, the most
significant of the many recent changes
in the legal climate buffeting directors
and officers has been the enactment of

state laws providing directors with
some modicum of protection.

"The availability of D&0 insurance
serves to help directors insulate their
personal assets from total risk, but it
does not cure the uncertainty and
hazards of exposure to personal

liability. Surveys and studies by
several state bar associations,

chambers of commerce, the National

Assn. of Corporate Directors and
others established the need for state

legislation to alleviate the concern of
corporate directors over the trend in
the courts to second-guess them, not
only as to the correctness of their
decisions but also to the quality of
their deliberative processes and the
sufficiency of their preparation and
homework.

"The enactment of such legislation
in several states since 1986 has been

the single most important
development in the D&0 area since
the liability crisis surfaced in 1984,"

they write.
In a valuable demonstration of the

variation in the relief granted by state
statutes, the authors have reprinted
eight state laws. They also have

provided two charts-one explaining
the limits of director liability and the
other detailing indemnification

laws-covering all applicable state
statutes. The information is current to

April 30, 1988.
The volume also contains an

up-to-date and extensive discussion of
D&0 liability insurance. Noting that
the availability and affordability

crunch of the mid-1980s "brought into
focus the importance of D&0
insurance in the nation's economy,"
the writers observe: "In this period,
D&0 insurance changed from being a

minor coveragf with very little cost to
being a major issue and a major cost

element in many corporations."
The authors explain in detail a

series of decisions on the applicability
of D&0 liability insurance to specific
exposures. Several actual sample
insurance forms are included in an

appendix. The authors also discuss the
broad area of indemnification,

pointing out how state statutes have
affected this area.

With its up-to-date information and
its rigorous attention to detail, the

newest edition of "Liability of
Corporate Officers and Directors"
provides a clear and accurate map to

guide risk managers, officers,
directors and corporate counsel

through the minefields of D&0
liability.

E.
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Safe workplace key to lower comp claims
Continued from previous page

: Much has been written recently
concerning employee rehabilitation
programs. Ideally, your claims
administrator should provide this
service as part of its total package.
Rehabilitation is a logical step in
restoring human productivity and
personal independence to an
out-of-work employee.

I would like to cite an example of
how our use of these processes helped
minimize a workers compensation
exposure that was rapidly evolving out
of control. Our food manufacturing
division operates a meat processing
facility involved with chicken boning.
Employees who complained of aching
wrists and similar forms of discomfort

were unanimously diagnosed as
having carpal tunnel syndrome. Many
became candidates for surgery with
little hope of improvement. We found
ourselves continuously negotiating on
disability ratings with attorneys and
physicians.

Our claims administrator and

rehabilitation service provider felt the
medical community would better
understand and diagnose these cases if
they had first-hand knowledge of the
actual work environment.

Workers in the chicken boning
department were videotaped and
supervisors were interviewed,

Day" at our facility to which local
medical professionals involved with
treating these cases were invited for a
presentation. They came away with a
clear understanding of job tasks and
provided us with meaningful
recommendations on injury prevention
measures. Instead of automatically

Fighting the present work comp system continues to be an
exasperating, uphill struggle. The wise risk manager is one who
focuses on the importance of employee wellness programs as a

deterrent to occupational injury and illness and establishes
stringent management controls to minimize related expenditures.

graphically explaining all phases of
the operation. Next we evaluated each
job from an ergonomics point of view.
The risk control division of our claims

administration company was
requested to evaluate such items as the
boning knives, wrist splints and
individual workstations.

Finally, we arranged a "Physicians

establishing a disability rating, which
keeps an employee out of work, we are
now finding alternatives that allow
the employee to return in a somewhat
limited, yet productive, capacity. The
physicians understand that we-the
employer, our claims administrator,
risk control and rehabilitation

professionals-are working as a team

to reduce occupational health hazards
and promote employee wellness.

More good news! Recently our
claims administrator purchased a
division that will offer medical

cost-containment programs for
workers compensation. While
employee benefit insurers have
provided this service for years, too
little has been done to initiate medical

cost-containment programs in the area
of workers compensation. Hopefully,
structured medical management
programs will become a standard part
of future claims administration

packages.

Realistically, fighting the present
workers compensation system
continues to be an exasperating, uphill
struggle.

The wise risk manager is one who
focuses on the importance of employee
wellness programs as a deterrent to
occupational injury and illness and
establishes stringent management
controls to minimize related

expenditures.

Coach's illness not compensable
In this case of first impression, the Supreme Court

of South Dakota held that a mental disability produced
solely by mental stimuli or stress was not compensable
under the state workers compensation law.

Denis Lather signed a teaching contract with a high
school, including the responsibility of coaching football
in the fall. Two months later, a college offered him the
position of head basketball coach.

It had been Mr. Lather's lifelong dream to coach a
college basketball team. He discussed the offer with
the high school officials and board members. Some
were angered at his desire to leave and mentioned
revoking his teaching certificate and taking him to
court to honor his contract. Ultimately, an agreement
was reached releasing him subject to his continuing
duties until mid-September and finishing his season as
head football coach.

Thus, he began undertaking both the college and
high school duties, making four 100-mile round trips
per week. Unfortunately, Mr. Lather found many
problems at the college, including stolen gear and
uniforms, and unqualified and ineligible players. He
also encountered disciplinary problems with some of
the remaining players. The facilities at the college also
failed to meet his expectations.

Mr. Lather was under stress from these conditions

and because of his feelings of guilt from leaving the
high school post. He began developing a mental
disorder and sought counseling. His condition
deteriorated. He had suicidal thoughts. He was
hospitalized and treated.

Thereafter, he became so distraught that he agreed to
voluntary commitment. While two sheriff's deputies
were escorting him to the Human Services Center, he
opened the car door and jumped out while the vehicle
was traveling at about 35 mph. He sustained severe
physical injuries.

Mr. Lather filed for workers compensation benefits
but was denied by the hearing officer. However, a trial
court found his injuries compensable.

The appellate court, however, concluded that under
South Dakota law, only injuries by accident arising out
of and in the course of employment are compensable.
The court said that they were not lawmakers nor
policymakers and were bound by the Legislature's
intent. Justice Henderson dissented, believing that Mr.
Lather's physical injuries arose out of and in the course
of his college employment because his mental injury

Legal briefs
and plight was the substantial cause of the attempted
suicide. Lather vs. Huron College, Supreme Court of
South Dakota, Sept. 30, 1987 (BI/01/Oct.-$10).

'Fell dead' presumption
The Supreme Court of Mississippi held that when

an employee is found dead at a place where his duties
require him to be during working hours, there is a
presumption that the accident arose out of and in the
course of his employment if it cannot be proven that he
was not engaged in his employer's business.

Horace Stampley, a 43-year-old man, died at his
place of employment on Saturday, Jan. 28, 1984. At
the time, he was engaged in the performance of his
duties. Co-employees began cardiopulmonary
resuscitation. He never regained consciousness. He was
transported to a hospital where he was pronounced
dead.

Mr. Stampley had a previous diagnosis of congestive
heart failure and had been hospitalized for that
complaint. His death certificate indicated "natural
causes."

His widow sought benefits on her own behalf, as well
as for their children and one grandchild. An award of
benefits was affirmed by the trial court. The employer
and its insurer appealed.

The appellate court said that the "fall dead"
presumption applies regardless of whether the
employee is "found dead" at his place of employment
or "falls dead" in the presence of his fellow employees.
According to the court, the presumption is sufficient to
place upon the employer the burden of overcoming it
by evidence in explanation of the cause of death. The
court said that, where no proof is offered except that
the employee died from unknown causes, the
presumption is not overcome and will justify an award.
The court concluded that the employer had not
overcome the presumption. US. Rubber Reclaim vs.
Dependents of Stampley, Supreme Court of Mississippi,
June 3, 1987 (BI/02/May-$10).

Widow's rights
A surviving spouse of a disabled worker whose death

occurred other than as a result of a compensable injury

could not claim disability compensation payments that
the worker had failed to claim during his lifetime, the
Supreme Court of Wisconsin ruled.

James Mckenzie, during the course of his
employment with Wehr Corp., developed shortness of
breath, asthma and bronchitis, which was diagnosed
as pneumoconiosis. He became totally disabled as a
result of his work in 1971 and had a compensable
injury.

Despite that fact, Mr. McKenzie never filed a claim
for workers compensation benefits.

Under the law, he had six years after retirement
to file a claim. This expired in 1977. However, in
1975, the state Legislature provided for payment of
otherwise barred claims, including that of Mr.
McKenzie.

Again, however, he failed to apply, although he
would have had a meritorious claim.

Mr. McKenzie died in 1979 from causes unrelated

to his occupational injury. Thereafter, his widow,
Olivia, filed a claim for benefits. The trial court ruled
for 1VIrs. MeKenzie.

The appellate court noted that no state law
specifically conferred upon a surviving spouse the right
to make a claim for total disability benefits not claimed
by the deceased worker, nor did any section of the
workers compensation act imply that a spouse can
assert such a right not asserted by the deceased. The
court said that this was not so surprising since the
fundamental purpose of the compensation act is to
compensate the injured employee. According to the
court, the workers compensation law only provides for
death benefits when the death results from injury and
the deceased leaves a person dependent upon him for
support.

Thus, the court said that it was clear that Mr.
McKenzie was not entitled to make a claim for benefits

that Mr. McKenzie could have recovered during his
lifetime.

State us. Labor and IndustTy Review Committee,
Supreme Court of Wisconsin, March 9, 1987
(BU04/April-$10).

These abstracts were prepared by Cases Unlimited
Inc. Copies of these decisions are available by
sending a $10 check payabte to Cases Unlimited to
Business Insurance, 740 N. Rush St., Chicago, Ill.
60611-2590. List the number for each opinion.
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Continued from page 48
loss prevention research, client train-
ing.

Staff: 10 total staff members; three
professionals, including two ARMs,
three CSPs, one PE.

Clients: 15 total clients; 50% with
gross revenues less than $200 million,
50% with $200 million-$500 million.

Branch offices: Atlanta.

1987 gross revenues: Not re-
ported.

Principal officers: Harry P. Miri-
janian, president; Leo Kiebala, vp;
Tom DiMarino, vp/treasurer.

Aviation Resources

Group Inc.
4600 Duke St., Suite 300,
Alexandria, Va. 22304;
703-823-2533

Year founded: 1981.

Services provided: Frequent haz-
ard identification, federal regulatory
compliance surveys and consulting;
occasional plant security inspections,
accident investigation and analysis,
loss prevention publications, loss
prevention research, client training.

Staff: Eight total staff members;
four professionals, including one
ASSE, one PE, one CHCM, one
AAFS, four ISASIs, two AIAAs.

Clients: Eight total clients; 75%
with gross revenues less than $200
million, 25% exceeding $3.5 billion.

Specialties: Aviation industry.
1987 gross revenues: $250,000

total; 35% from unbundled property
loss control consulting and engi-
neering; 65% from other services, in-
cluding federal regulatory compli-
ance consulting.

Principal officers: James M.
Vines, president; Ira J. Rimson, sec-
retary; Stephen C. Matula, treasurer.

W.A. Bateman, P.E., C.S.P.
P.O. Box 10196, Midland, Texas
79702; 915-697-1243

Year founded: 1979.

Services provided: Frequent fo-
rensic engineering services; occa-
sional fire prevention inspections,
hazard identification, safety and loss
control program audits, client train-
ing.

Staff: One staff member who holds

ARM, ASSE, CSP, PE and NAFE des-
ignations.

Clients: Not reported.
Specialties: Petroleum industry.
1987 gross revenues: Not re-

ported; 10% from unbundled prop-
erty loss control consulting and engi-
neering; 90% from other services,
including forensic engineering.

Principal officers: William A. Ba-
teman, owner.

Biehl Engineering Inc.
N66W12659 Ravine Drive,

Menomonee Falls, Wis. 53051;
414-251-8251

Year founded: 1960.

Services provided: Frequent haz-
ard identification, casualty loss in-
vestigations, technical investigations
for litigation, building plan reviews,
building design engineering; occa-
sional fire prevention inspections,
plant security inspections, loss pre-
vention research, client training.

Staff: Two staff members who are

professionals, including one ASCE,
one ASSE, one CSP, two PEs.

1987 gross revenues: Not re-
ported.

Principal officers: Francis W.
Biehl and Steven F. Biehl.

Biotechnics Inc.

Eastmark Center, 7607 Eastmark
Drive, College Station. Texas
77840; 409-696-3871

Year founded: 1981.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, industrial hygiene surveys,
system safety analyses, environmen-
tal surveys, regulatory analyses,
workers compensation insurance
analyses, loss prevention publica-
tions, loss prevention research, client
training, risk assessments, evaluation
of loss control programs; occasional
building plan reviews.

Staff: 11 professional staff mem-
bers, including one ASCE, seven
ASSEs, seven CSPs, six PEs, two
SFPEs, three CIHs, four AAIHs, three
SSSs, two Ims.

B

Clients: Four total clients.

1987 gross revenues: $200.000
total; 70% from unbundled property
loss control consulting and engi-
neering; 30% from other services, in-
cluding forensic services.

Principal officers: Ralph J. Ver-
non, president; Clyde M. Berry, exec-
utive vp; Lee Blank, director-techni-
cal services; Pat Clemens,
director-system safety; Wes Wallace,
director-marketing.

Bonatus & Associates Inc.

6292 Lambda Drive, San Diego,
Calif. 92120-4606; 619-582-9429

Year founded: 1979.

Services provided: Frequent haz-
ardous chemical inventories, loss
prevention research, client training,
hazard communication programs, ex-
pert witness testimony; occasional
fire prevention inspections, hazard
identification, building plan reviews,
loss prevention publications.

Staff: One staff member who holds

ASSE, CSP, PE, SFPE, CHCM and
Continued on nert page
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O AMERICAN RISK MANAGEMENT CORP.

l

PROPERTY LOSS PREVENTION CONSULTING - WORLDWIDE

Available on an unbundled basis:

o FIRE PROTECTION ENGINEERING

o BOILER & MACHINERY RISK EVALUATION

o UNDERWRITING & LOSS POTENTIAL REPORTS

o INFRARED THERMOGRAPHIC SERVICES

19 Offices staffed to service industry, government, utilities
For information on consulting services contact us in

Cleveland, Ohio at (216) 447-1600

Recogn/zed by /ecding underwriters, insurers and re/nsurers throughout the wor/d

Compare Asbestos Abatement
Liability Insurance Policies.

1

4

True

  Occurence Form

 Stock InsuranceCompany *

 Annual Aggregateor

Per Job Limits

/ Professional

J Loss Control
Services

Competitive
Rates

L

Limits to

$2 Million

 Prompt, Efficient rQuotes and Binding

$10,000,000
Paid in

Capital and Surplus

Knowledgeable
Experienced
Management

Brokers Acknowledged
t

i ( PROFESSIONAL
i \ ENVIRONMENTAL
: ¥ , CONTRACTORS,INC.
P.O. Box 8138 800 Alexander Rd. Princeton. New Jersey 08543

1-800-338-1236
( In NJ : 609-520-1155)

L

* Admitted or approved in most states

Professional Environmental Contractors, Inc. is a purchasing
group for asbestos abatement contractors which has chosen Fi-
delity Environmental Insurance Company (FEIC) to under-
write its coverage. FEIC is America's most trusted name in
environmental contracting insurance, offering the highestquality
coverage currently available to the asbestos abatement indus-
try: true occurrence policies providing dependable, long.term
protection. For further information, call or write today.
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CEM designations.

Clients: Total clients not reported;
80% with gross revenues less than
$200 million, 20% with $200 million-
$500 million.

1987 gross revenues: 10% from
unbundled property loss control con-
sulting and engineering, 90% from
other services.

Principal officers: Kenneth R.
Bonatus, president.

B. Gawain Bonner,
Safety & Health
Management Consultant

Route 3, Box 458, Huntsville,
Texas 77340; 409-594-3804
Year founded: 1986.

Services provided: Occasional

r

hazard identif:cation, program de-
velopment and review.

Staff: One st:ff member who holds
ASSE, CSP and PE designations.

Clients: Total clients not reported,
100% with gro;s revenues less than
$200 million.

Specialties: Manufacturing.
1987 gross revenues: Not re-

ported.

Principal officers: B. Gawain
Bonner, owner.

Joseph F. Boxmeyer,
Safety Consultant
P.0. Box 143 Laurelton, Pa.
17835; 717-922-4216

Yeam founded: 1982.
Services pr€vided: Frequent on-

site plant loss prevention inspections,
static electricity consulting and con-

AVIATION

trol, flammable liquids saiety ser-
vices, process safety services, client
training; occasional fire prevension
inspections, hazard identification

Staff: One staff member who holds
ASSE and CSP designations

Clients: Six total clients.

Specialties: Tape, label and chem-
ical industries.

1987 gross revenues: Not re-
ported.

Principal officers: Joseph F. Box-
meyer, owner.

Morley Brickman
& Associates Ltd.

5240 Galitz, Skokie, 111. 60077;
312-674-2664

Year founded: 1986.

SAFETY SERIES NO I

IN ACOCKPITAT41,000 FEET.AN ANT[HISTAMINE
MAYDOMOREHARMTHAN GOOD.

YOU PROBABLY KNOW THAT

ANTIHISTAMINES CAUSE DROWSI-

NESS. BUT ARE YOU AWARE THAT

DINATION, AND ORIEND,TION-AND THAT

THEY ALSO MAY AFFECT VISION, COOR-

THE EFFECT IS WORSE AT HIGH ALTITUDE?

MANY FATAL ACCIDENTS INVOLVING AIRCRAFT HAVE

OCCURRED AS A RESULT OF PILOTS UNKNOWING MISUSE

OF SEEMINGLY SAFE NONPRESCRIPTION OR "OVER-THE-

COUNTER" DRUGS. THE FACT IS THAT )N THE COCKPIT,

ALL SELF-MEDICATION IS POTENTIALLY UNSAFE AND

CAN UNPREDICTABLY COMPROMISE YCLR PERFORMANCE

SO IFYOURE NOT FEELING UP TO PAR, SEEK THE

ADVICE OF AN EXPERT-YOUR PERSON,41.-FLIGHT SURGEON.

HE OR SHE CAN HELP YOU

AVOID A MISTAKE

YOU CAN'T AFFORD

TO MAKE.

Services provided: Occasional
fire prevention inspections, hazard
identification, loss prevention re-
search, client training.

Staff: Two total staff members;
one professional who holds PE and
CSE designations.

Clients: Two total clients.
1987 gross revenues: Not re-

ported.

Principal officers: Mcrley Brick-
man, president; Betty R. Brickman,
secretary/treasurer.

Ken Buhler Associates Inc.
11 Erita Lane, Smithtovn, N.Y.
11787; 516-360-3770

Year founded: 1976.

Services provided: Frequent fire
prevention inspections, olant secu-

At Associated Aviation Under,writers, we don't stop at
pmtecting our clients agamst urexpected financial loss.
We've taken on the tough:r assigr.ment ef loss preven-
tion. For instance, through our skillful end thorottgh
Flight Operations Surveys we hel, our clients improve
their efficiency and safety

Another way AAU is working tc prevent loss is
through our NBAA Membership Contribution plan.
We feel that adberence to National Business Aircraft
Association safet¥ standarr,s an] mess to tbeir member

programs are int-

portant eli'itients

ill maintamitig

safe operatioits. 4

in fart,tliat

we are belpi,w

oitr insured dients pay perr of ibs cost of joining
tbe NBAA. Forntore detcils, ronte.It Ed Williams at

Associated Aviation Under#riters. 51 ]TK Parkway,
Short Hills, New Jersey (77078. (201) 379-0800.

7 I Expectations
  Raising Your

i

rity inspections, hazard identifica-
tion, building plan reviews, property

ness testimony, client training.
Staff: Five total staff members;

ASSE, one PE and one SFPE.
Clients: Total clients not reported;

75% with gross revenues less than
$200 million, 20% with $200 million-
$500 million, 5% with $500 million-
$1 billion.

Specialties: Electronics and paper
industries, warehouses.

1987 gross revenues: Not re-
ported.

Principal officers: Kenneth
Buhler, president; R. Buhler and S.
Relkin, vps,

C

Cohen & Associates-

Safety & Human
Factors Engineers
4790 Mount Helix Drive, La Mesa,
Calif. 92041; 619-464-4427

Year founded: 1974.

Services provided: Frequent haz-
ard identification, loss prevention
publications, loss prevention re-
search, client training.

Staff: Five total staff members;
three professionals, including three
ASSEs, three CSPs, two PEs.

Clients: Total clients not reported;
20% with gross revenues less than
$200 million, 20% with $200 million-
$500 million, 20% with $500 million-
$1 billion, 20% with $1 billion-$3.5
billion, 20% exceeding $3.5 billion.

1987 gross revenues: $850,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: H. Harvey
Cohen, principal.

Colburn & Associates
P.O. Box 340, Auburn, Wash.
98002; 206-939-4709

Year founded: 1979.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, loss prevention pub-
lications, loss prevention research,
expert witness testimony; occasional
hazard identification, building plan
reviews, client training.

Staff: Five total staff members;
two professionals, including one
Ph.D.,one CIC.

Clients: Total clients not reported;
80% with gross revenues less than
$200 million, 20% with $500 million-
$1 billion.

Specialties: Industry, government
entities.

1987 gross revenues: $259,000
total; 60% from unbundled property
loss control consulting and engi-
neering, 40% from other services.

Principal officers: Gene L. Co-
1burn, owner/principal.

Construction Technology
Laboratories Inc.

5420 Old Orchard Road, Skokie,
111.60077-4321; 312-965-7500

Year founded: 1910.

Parent company: Portland Ce-
ment Assn.

Services provided: Frequent haz-
ard identification, engineering evalu-
ation of fire, explosion, collapses, de-
terioration and defective
construction, cost estimates of struc-
tural damage, preparation of design
drawings and specification of repair,
loss prevention research; occasional
building plan reviews, testing for loss
control during shipping, testing of
construction materials for fire rat-
ings.

Staff: 130 total staff members; in-
cluding 23 ASCEs, 18 PEs, one SFPE,
21 ASTMs, 13 RSEs, 26 ACIs.

Clients: Not reported.
Specialties: Designers, owners

and contractors in the construction
industry.

Branch offices: Seattle; Los An-
geles; Dallas; Tallahassee, Fla.

1987 gross revenues: $10.5 mil-
lion total; 40% from unbundled prop-
erty loss control consulting and engi-
neering; 60% from other services,
including engineering and scientific
research and development of con-
struction materials and components.

Principal officers: W.E. Kunze,
president; W.G. Corley, A.E. Fiorato

Continued on page 58
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Ignoring the
11411 priqe of aging
m Amenca is

costing business
afortune.

The case for an employee-paid
long-term care plan now.

Dealing with the cost of long-term
care can no longer be postponed. It's an
urgent problem requiring the best efforts
of allof us. Business can't doitalone.
Individuals can't do it alone. Government
can't do it alone.

Alltoo often, however, business
ends up payinga disproportionate share.

Why?
Because retirees requiring long-

term care are an expensive drain on any
benefits plan.

And because almost one third of

current employees are now responsible
forthecare ofelderly relatives. Leaving
business to pick up the cost of absentee-
ism, inefficiency and increased medical
claims due to depression and stress.

And there's another point to con-
sider. Many of your employees will need
long-term nursing care for themselves
aftertheyretire. But with smart man-
agement now, that prospect won't be
as financially draining as it could be.

And that's precisely where we fit
into the picture.

At John Hancock, we've developed a
program that goes a long way toward solv-
inE all parts of the problem. It's called
Group Long-Tbrm Care. It's available to
employees and their families* either
through payroll deduction or an option in
acafeteria benefits plan. Employees pay
their ownpremiums andtheonly expense
to employers is simple administration.

Theconceptislogical, pro-aotive man-
agement. It allows employers to protect
themselves as well as their employees.
And the costs are reasonable for both.

But perhaps even more important,
business now has the opportunity
to rewrite the future by meeting a
need which has gone unanswered
for years.

And how often does that kind of

opportunity come along.
Fbr more information contact

Mr. Robert Marra, Vice President, Group
Sales and Marketing, John Hancock
T-33, RO. Box 111, Boston, MA 02117

Reallife, real answers.

Financial Services

®

John Hancock Mutual Life Insurance Company and affiliated companies,
Boston, MA 02117. *Coverageincludes spouses, parents and parents-in-law
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SEC Loss Reserve Disclosures

• Historical Iss Reserve Performance/Analysis
• Net Income Restatements

• SAP/GAAP Reconciliations

• Synopsis ofMajor Disclosures and «State of
the Industry"

Available NOW in Loose-ieaj'Bindey or on Diskettes.

Compited andAnalyzed by: Tillingbast, *Tbwers Perrin company
For Further I*nnation, Co•stad: Walte¥ Haner (212) 351-4140

Tiltinghast
- a 7bwers Perrin company

Continued from previous page
1987 gross revenues: Not re-

ported.
Principal officers: John J. Fari-

nacci, president.

FIRECON

P.O. Box 4882, Lancaster, Pa.
1 7604-4882; 717-354-2411

Year founded: 1980.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, client training, emergency and
crisis plan development; occasional
plant security inspections, building
plan reviews.

Staff: Two total staff members;
one professional who holds a CHCM
designation.

Clients: Not reported; 15% with
gross revenues less than $200 million,
20% with $200 million-$500 million,
40% with $500 million-$1 billion,
10% with $1 billion-$3.5 billion, 15%
exceeding $3.5 billion.

1987 gross revenues: Not re-
por.ed.

Principal officers: R. Craig

Schroll, chief consultant/owner.

Fireman's Fund Insurance
Cos.-Loss Control

Department
777 San Marin Drive, Novato, Calif.
94998; 415-899-2342

Year founded: 1863.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, loss prevention publications,
loss prevention research, client train-
ing.

Staff: 280 total staff members; 260
professionals, including four ARMs,
17 ALCMs, 114 CSPs, 17 PEs, seven

CPCUs, seven CIHs, 20 ASPs.
Clients: Total clients not reported;

90% with gross revenues less than
$200 million, 10% with $200 million-
$500 million.

Branch offices: Locations

throughout the U.S.
1987 gross revenues: $2 billion

total; 1% from unbundled property
loss control consulting and engi-

When a small mism Iculation
becomes a tedem I case.

689 32
254 63
68 32

478•65
721 50 +

006 350 95

1O

1 324 83 T
1 324 83

250 74
215 69

76

A misplaced decimal point A confusing telephone
conversation. A missed deadline In the suit-happy '8Os, these
are the things that enors and omissions claims are made of.
More and more businesses and service organizations are
finding that good management and good will may not be
enough. If someone loses money or is dissatisfied with servic
someone's going to pay

Media/Professional Insuranc¢: Inc. has designed
pollcies fora multitude of unusual or complex exposures.
Our on-staff attorneys, underwriters and claims experts work
as a team 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 omissions
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/Professional.
We'll help you make a case for specialized coverage

Media/Professional Insurance, Inc.
Two Pershing Squam, Suite 800 · 2300 Main Street
Kansas Oty, Mimuri 64108 · 816-471-6118

neering; 99% from other services.
Principal officers: William M.

McCormick, president; John J. Byrne,
chairman/chief executive officer; Jo-
seph W. Brown Jr., vp/chief financial
officer; Francis W. Benedict, vp/sec-
retary; Robert T. Marto, vp/trea-
surer; Robert W. Bruce III, vp/chief
investment officer.

Flagship Group
1299 Black Oaks Court, Plymouth,
Minn. 55447; 612-475-0111

Year founded: 1986.

Services provided: Frequent haz-
ard identification, accident investi-
gation, safety presentations, client
training and seminars; occasional
fire prevention inspections, plant se-
curity inspections, ergonomic and in-
dustrial hygiene services, building
plan reviews, loss prevention publi-
cations.

Staff: One staff member.

Clients: 20 total clients, 100% with
gross revenues less than $200 mil-
lion.

1987 gross revenues: $75,000
total; 50% from unbundled property
loss control consulting and engi-
neering, 50% from other services.

Principal officers: Peter W. Ber-
gerson, president.

Flex Fire Protection Inc.

201 Naperville Road, First Floor E.,
Wheaton, Ill. 60187; 312-668-8998

Year founded: 1986.

Services provided: Frequent fire
prevention inspections, sprinkler
system design, hydraulic calcula-
tions; occasional building plan re-
views, consultation on building
codes.

Staff: Six total staff members; two
professionals.

Clients: Not reported.
1987 gross revenues: Not re-

ported; 15% from unbundled prop-
erty loss control consulting and engi-
neering, 85% from other services.

Principal officers: Mark Bro-
mann, president.

Frenkel & Co. Inc.

123 William St., New York, N.Y.
10038; 212-267-2200

Year founded: 1878.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building plan reviews; occa-
sional client training.

Staff: Four total staff members;
three professionals.

Clients: Not reported.
1987 gross revenues: $19.1 mil-

lion total; 1% from unbundled prop-
erty loss control consulting and engi-
neering; 99% from other services,
including insurance brokerage.

Principal officers: Charles
Pachner, chairman; James Costa, vice
chairman; Alan Samuels, president;
Robert Shunk, senior executive vp;
Harold Goldsmith, executive vp/
treasurer.

Friedman, Eisenstein,
Raemer & Schwartz

401 N. Michigan Ave., Suite 2600,
Chicago, 111. 60611-4240;
312-644-6000

Year founded: 1972.

Services provided: Frequent haz-
ard identification, loss prevention
management reviews; occasional loss
prevention research, client training.

Staff: 250 total staff members; two
professionals assigned to property
loss control consulting/engineering,
including one ARM.

Clients: 15 total clients, 100% with
gross revenues less than $200 mil-
lion.

Branch offices: Rolling Meadows
and Lincolnshire, Ill.

1987 gross revenues: Not re-
ported; 15% from unbundled prop-
erty loss control consulting and engi-
neering; 85% from other services,
including risk management and in-
surance consulting.

Principal officers: James F.
Goodman, director.

Friedman, Fuller
& Hudson Inc.

6120 Executive Blvd., Eighth Floor,
Rockville, Md. 20852;
301 -468-6946

Year founded: 1982.

Continued on page 62
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Spotlight report

TOM MOSS - President

TENCO SERVICES, INC.
GENERALAD JUSTERS ANDSURVEYORS

HOME OFFICE: 28 WHITE BRIDGE ROAD • NASHVILLE, TN 37205
615-353-0791 • 1-800-621-1313 • 1·800·421·5419 (TN)• TLX: 786546• FAX: 615353-0798

PERSONAL AND PROMPT CLAIMS SERVICE

FOR DOMESTIC AND OVERSEAS PRINCIPALS
AND SELF-INSUREDS

• PAOPERTY • CASUALTY • MALPRACTICE •
• WORKER'S COMP • LONG SHORE AND HARBOR WORKERS •

• JONES ACT • FIDELITY BONDS • CARGO • REINSUAANCE AUDITS •
• ASBESTOSIS • ENVIRONMENTAL INVESTIGATIONS •

• TRUCK PHYSICAL DAMAGE/LIABILITY • ANIMAL MORTALITY •

I AAMGA I "
• GEORGIA I TENNESSEE m

Continued from page 60
Services provided: Frequent fire

prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, replacennent cost appraisals,
loss prevention publications, loss
prevention research; occasional
building plan reviews, client train-
ing.

Staff: 14 total staff members; two
professionals, including one CST.

Clients: 55 total clients; 68% with
gross revenues less than $200 million,
20% with $200 million-$500 million,
10% with $500 million-$1 billion, 2%
with $1 billion-$3.5 billion.

Specialties: Builders, developers,
wholesalers and distributors.

Branch offices: Vienna, Va.
1987 gross revenues: Approxi-

mately $700,000 total; 15% from un-
bundled property loss control con-
sulting and engineering; 85% from
other services, including insurance
and risk management consulting.

Principal officers: Peter Hudson,
president; jeff Duncan,
vp-loss/safety engineering; Art
Methvin, vp-consulting; Pete Dec, se-
nior consultant.

Fyrsafe Engineering Inc.
240 Howard Ave., Des Plaines, 111.
60018; 312-397-7233

Year founded: 1986.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, forensic investigations,
product liability consulting, expert
witness testimony, building code
analysis, building plan reviews, loss
prevention research, client training,
fire protection and prevention train-
ing: occasional loss prevention pubIi-
cations.

Staff: Five total staff members;
three professionals- including two
ASSEs, two CSPs, one PE, three
SFPEs.

Clients: 75 total c.ients; 40% wth
gross revenues less than $200 million,
20% with $200 million-$500 million,
20% with $500 mil. ion-$ 1 billion,
10% with $1 billion-$3.5 billion, 10%
exceeding $3.5 billion.

1987 gross revenues: $275,000
total, 100% from unbundled proper:y
loss control consulting and engi-
neering.

Principal officers: John M. Mer-

211££

Brokers and employee benefit managers
can expect special attention from Met Life.
We want to help you in any way, so we
offer an extensive range of options, including
the Met Life Multi-Option Health Plan and
Flexible Benefits. In fact, you'll get our prompt,
friendly service for whatever you need-
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right down to the last administrative detail.
Just call your Met Life Group representative,

or write to us at Metropolitan Life Insurance
Compan* Group Marketing Division, One
Madison Avenue, Area 24VW, New York, New
York 10010.

At Met Life, we'll wait on you hand and foot.
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tens, president.

GAB Business Services Inc.

9 Campus Drive, Parsippany, N.J.
07054; 201-993-3400

Year founded: 1885.

Parent company: SGS Nort)
America.

Services provided: Frequent firf
prevention inspections, hazard iden-
tification, value appraisals, loss con-
trol program audits, client training
casualty surveys, safety consulting
occasional plant security inspections
building plan reviews, loss preven-
tion publications.

Staff: 3,612 total staff members; 15
professionals assigned to propertj
loss control consulting/engineering
including three ARMs, six ASSEs, six
CSPs, two PEs.

Clients: Not reported.
Branch offices: Los Angeles, Chi-

cago, Dallas and Atlanta.
1987 gross revenues: Not re-

ported.
Principal officers: Richard

Simon, chairman; Joseph Rizzo, ex-
ecutive vp; Ray Auckerman, senior
vp; Harvey S. Staple, national direc-
tor.

Gage-Babcock Associates
135 Addison, Elmhurst, 111. 60126;
312-530-1494

Year founded: 1952.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, risk improvement
programs, safety and security pro-
gram audits, building plan reviews,
loss prevention research, fire sup-
pression system design, fire detection
and alarm system design, security
system design; occasional hazard
identification, loss prevention publi-
cations, client training.

Staff: 45 total staff members; 27
professionals, including one ARM,
two ASCEs, two ASSEs, two CSPs,
22 PEs, 25 SFPEs, two CPPs, three
ASISs.

Clients: Not reported.
Branch offices: San Francisco;

Los Angeles; New York; Washington,
D.C.; Atlanta.

1987 gross revenues: $3.5 million
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Bert Cohn,
president; Paul Smith and William
Backes, vps; A.J. Longhitano and
Thomas Jaeger, principals.

Gallagher Bassett
Services Inc.

60 Gould Center, Rolling
Meadows, 111. 60008; 312-640-8555

Year founded: 1962.

Parent company: Arthur J. Gal-
lagher & Co.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, toxic substance control,
industrial hygiene, hazard communi-
cation, OSHA compliance, loss pre-
vention publications, loss prevention
research, client training, ergonomics,
safety evaluations; occasional plant
security inspections, building plan
reviews.

Staff: 57 total staff members; all
professionals, including three ARMs,
49 ASSEs, 11 CSPs, two PEs, three
SFPEs, one COC, three CFPS, one
ASP.

Clients: 300 total clients.
Branch offices: 75 locations in the

U.S.

1987 gross revenues: $48 million
total; 34% from unbundled property
loss control consulting and engi-
neering, 66% from other services.

Principal officers: Peter Dur-
kalski, president; David A. North,
executive vp; William C. Galvin, vp;
Fred Potenza, area vp; Hugh E. Her-
bert, executive manager-engineering.

Dave Goodwin

P.O. Drawer 54-6661, Surfside,
Fla. 33154; 305-531-0071

Year founded: 1963.
Services provided: Frequent fire

prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building plan reviews, loss pre-
vention publications; occasional loss
prevention research; publication of

Continued on page 64
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Other cost cont ainment
plans treat these symptoms.

Ours cures the disease.
They're stacking up. Everyday.

More and more of them. For more

and more money. And there's no end

in sight.

One solution might be hiring

a cost containment company armed

with statistical models and computer

programs to assign length of stay.

Or you could hire Cost Care.

We deal with real issues driving

your medical costs higher. Medical

necessitg The appropriateness of

setting. Even alternate care.

And most importantly we do it

on a case-by-case basis. We never

resort to prescribed formulas.

Our staff physicians, all board-

certified, review every hospital admis-

sion or elective surgical case. They

discuss the case with the patient's

doctor. Working together they reach

a consensus on the best treatment.

The result of this approach is

elimination of unnecessary medical

treatment, the most effective use of

available medical dollars, and maxi-

mum cooperation between physicians.

At Cost Care we also use the

same approach in catastrophic mediml

case management, long-term disabil-

ity, and mental and substance abuse

case management.

The success of our plans can be

seen in the bottom line. Based on our

past performance you can expect a

savings of 13 to 22 percent in health

plan costs.

Not only that, at Cost Care we

provide you with all the necessary

data to pinpoint precisely where and

how you saved money.

Ifyou want to find a cure for your

medical cost containment problem, call

your consultant and ask him about

Cost Care.

Or call Ray Foose, Cost Care

vice president, at 1-800-537-3970.

He can prescribe one for you.

cosr cae
THE HARDER YOU LOOK,

THE BETTER WE LOOK
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G. L. HODSON & SON, INC.
REINSURANCE INTERMEDIARIES

Founded in 1924

New York, NY
212-619-7808

New Hyde Park, NY
516-365-9000

St. Paul, MN
612-224-2447

Boston, MA
617-426*110

Atlanta, GA
404-256-9666

Los Angeles, CA
213-487-2910

San Francisco, CA
415-362-1987

THE NEW PLAYER
IN INTERNATIONAL
INSURANCE COMES

WITHAWORLD
OF EXPERIENCE.
Insuring an American business can

be very different in other parts of the world.
That's why insuring through Hartford

Fire International makes allthe difference
in the world.

Not only can we provide a complete
line of primary property/casualty products,
but excess and umbrella coverages as well.

What's more, our underwriters boast
broad backgrounds in writing business
overseas.

We realize that this sounds exten-

sive for a company that's been in business
only since 1984. But our parent company,
The Hartford, began covering the foreign
exposures of its U. S clients back in 1918.

Continued from page 62
disaster manuals.

Staff: Three total staff members,
one professional.

Clients: Total clients not reported,
100% with gross revenues less than
$200 million.

1987 gross revenues: Not re-
ported; 7% from unbundled property
loss control consulting and engi-
neering; 93% from other services, in-
cluding risk management consulting.

Principal officers: Dave Good-
win, owner.

Gow Management
Services Inc.

344 Delaware Ave., Buffalo, N.Y.
14202; 716-856-6148

Year founded: 1982.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, industrial hygiene ser-
vices, loss prevention publications,
client training; occasional expert
witness testimony, building plan re-
views, loss prevention research.

Staff: Four total staff members;

three professionals, including one
ASSE, one CSP, one SFPE, one
CHCM, one CHMM.

Clients: 100 total clients; 90% with

gross revenues less than $200 million,
5% with $200 million-$500 million,
5% with $500 million-$1 billion.

Specialties: Heavy industry and
construction.

Branch offices: Albany, Rochester
and Syracuse, N.Y.

1987 gross revenues: $400,000
total; 60% from unbundled property
loss control consulting and engi-
neering; 40% from other services, in-
cluding safety consulting.

Principal officers: Jeffrey Gow,
president; Michael Gow, senior vp;
John Coniglio, manager.

Edwin P. Granberry Jr.
& Associates

8358 Riesling Way, San Jose,
Calif. 95135; 408-274-8361

Year founded: 1988

Services provided: Fire preven-
tion inspections, hazard identifica-
tion, building plan reviews, loss pre-
vention publications, loss prevention

That's a wealth of know-how in any
language.

In Western Europe, the U.K.,
Hong Kong, and Australia, our clients are
handled by foreign operations of The
Hartford.

Throughout the rest of the world,
our network of correspondent companies
reads like a Who's Who of international
insurance leaders.

If you're taking your business outside
the U.S., travel with confidence. Contact
Jim Leber, V.R, Hartford Fire Interna-
tional, Hartford Plaza, Hartford, CT 06115.
(203) 547-3030.

In the Chicago area, call Ed Kim at
(312) 346-6000. In New York City,

Carey Fiertz at (212) 553-8732. In YLos Angeles Paul Kellogg at
(213) 487-5051.

When it comes to 1L
comprehensive
protection, we can HARTFORD FIRE

INTERNATIONAL, LTD.make you feel
right at home. The Insurance People of ITT

research, client training.
Staff: Three total staff members,

one professional, including one
ASSE, one CPC, one COHST.

Clients: Not reported.
Specialties: Chemical, explosives

and aviation industries.

1987 gross revenues: Not re-
ported.

Principal officers: Edwin P
Granberry Jr., president.

Great Lakes Educational
Consultants Inc.

3324 Olney St., Kalamazoo, Mich.
49007; 616-382-2314

Year founded: 1974.

Services provided: Frequent
plant security inspections, hazard
identification, loss prevention publi-
cations, client training; development
of emergency plans.

Staff: Three total staff members;

two professionals, including one
CSE.

Clients: 22 total clients, 100% with
gross revenues less than $200 mil-
lion.

Specialties: Educational institu-
tions.

1987 gross revenues: $110,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Robert Jon-
aitis, president.

H

The HDH Group Inc.
1 Oxford Centre, Suite 4400,
Pittsburgh, Pa. 15219,
412-391-7300

Year founded: 1983.

Services provided: Frequent fire
prevention inspections, loss preven-
tion research, client training; occa-
sional plant security inspections,
hazard identification, building plan
reviews, loss prevention publica-
tions.

Staff: 30 total staff members, one
professional assigned to property loss
control consulting/engineering who
has a SFPE designation.

Clients: Total clients not reported,
100% with gross revenues less than
$200 million.

Specialties: Municipal govern-
ments, school districts.

1987 gross revenues: Not re-
ported.

Principal officers: Bryan Hondru,
president; Mark Horan and Joseph
Deutsch, senior vps; Kathryn Turn-
bull, vp/secretary; Wallace Merrell,
vp-engineering/loss control.

Harrington Group Inc.
3732 Highway 78, Suite 104,
Snellville, Ga. 30278;
404-985-1272

Year founded: 1986

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, water supply testing and
analysis, evaluation of existing fire
protection systems, building plan re-
views, loss prevention research, eval-
uation of insurer recommendations,
computerized fire modeling, fire pro-
tection system design, installation
and testing.

Staff: Two total staff members, one
professional who holds PE and SFPE
designations.

Clients: Total clients not reported;
50% with gross revenues less than
$200 million, 20% with $200 million-
$500 million, 20% with $500 million-
$1 billion, 10% exceeding $3.5
billion.

Specialties: Large industrial and
commercial properties.

1987 gross revenues: Not re-
ported, 100% from unbundled prop-
erty loss control consulting and engi-
neering

Principal officers: Jeff L. Har-
rington, president/treasurer; Kath-
leen Harrington, vp/secretary.

The Hartford Steam

Boiler Inspection
& Insurance Co.

1 State St., Hartford, Conn. 06102;
203-722-1866

Year founded: 1866.

Services provided: Frequent fire
prevention inspections, code inspec-
tions for boilers and vessels, asbestos

Continued on nezt page



Continued from previous page
sampling and monitoring, indoor air
quality and industrial hygiene ser-
vices, environmental health and
safety services, client training, ma-
terials science and equipment relia-
bility, loss control automation ser-
vices, non-destructive testing and
inspection using acoustic emission
and ultrasonics: occasional plant se-
curity inspections, hazard identifica-
tion, loss prevention publications,
[oss prevention research.

Staff: 3,000 total staff members;
1,450 professionals assigned to prop-
erty loss control engineering/consult-
ing, including five ARMs, 19 ASCEs,
two ASSEs, two CSPs, 112 PEs, 25
SFPEs and 16 CIHs.

Clients: 3,000 total clients; 60%

with gross revenues less than $200
million, 20% with $200 million-$500
million, 10% with $500 million-$1
billion, 5% with $1 billion-$3.5
billion, 5% exceeding $3.5 billion.

Branch offices: Atlanta, Balt.-
more, Boston, Chicago, Cincinnati,
Cleveland, Dallas, Denver, Detroit,

Houston, Los Angeles, Minneapolis,
New Orleans, New York, Philadel-
phia, Pittsburgh, St. Louis, San
Francisco and Seattle.

Subsidiaries: Radian Corp.: Aus-
tin and Houston, Texas; Irvine, Los

Angeles and Sacramento, Calif.; Mil-
waukee; Research Triangle Park,
N.C.; Washington, D.C.; The Boiler
Inspection & Insurance Co. of Can-
ada: Toronto and Hamilton, Ontario;

Montreal and Quebec City, Quebec;
Vancouver, British Columbia; Hali-

fax, Nova Scotia; Calgary, Alberta;
Hartford Steam Boiler Inspection
rechnologies: Sacramento, Calif.;
Hartford Steam Boiler Asia/Pacific:

Hong Kong; HSB International: Lin-
gen, West Germany; Professional
Loss Control Inc.: Oak Ridge, Tenn.;
Chicago; Philadelphia; Houston.

1987 gross revenues: $421.7 mil-
lion total; 24% from unbundled prop-
erty loss control consulting and engi-
neering; 76% from other services.

Principal officers: Wilson Wilde,
president/chief executive officer; T.
Skipwith Lewis, William Zindel and
Donald K. Wilson Jr., senior vps;
Kenneth J. Kelly, senior vp/general
counsel; Robert W. Trainer, vp/trea-
surer/chief financial officer; John J.
Kelley, corporate secretary; Donald
M. Carlton, president/chief executive
officer-Radian Corp.; T. Fred
Cartwright, president/general man-
ager-The Boiler Inspection & Insur-
ance Co. of Canada; Kenneth Dun-
gan, president-Professional Loss
Control Inc.; Allen Green, president-
Hartford Steam Boiler Inspection
Technologies.

Daniel J. Hartwig
Associates Inc.

P.O. Box 31, Oregon, Wis.
53575-0031; 608-835-5781

Year founded: 1978.

Services provided: Frequent haz-
ard identification, asbestos inspec-
tions, client training; occasional fire
prevention inspections, plant secu-
rity inspections, building plan re-
views, loss prevention publications,
loss prevention research.

Staff: 20 total staff members; 11
professionals, including one CIH, one
CHCM.

Clients: Total clients not reported;
40% with gross revenues less than
$200 million, 15% with $200 million-
$500 million, 40% with $500 million-
$1 billion, 5% with $1 billion-$3.5
billion.

Specialties: Schools, hospitals,
public and privately owned build-
ings.

Branch offices: Phoenix, Ariz.
1987 gross revenues: $1.1 million

total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Daniel J. Hart-
wig, president; Diane E. Hartwig, vp.

Hewitt, Coleman
& Associates Inc.
P.O. Box 3665, Greenville, S.C.
29608; 803-242-4350

Year founded: 1923.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, loss prevention research, client
training; occasional plant security
inspections, building plan reviews.

Staff: 10 total staff members; one
professional assigned to property loss
control consulting/engineering, in-
cluding one ASP, two CSMs and two
CSSS.

Clients: Not reported.
Specialties: Municipalities, tex-

tiles, lumber, manufacturing, surface
mining.

Branch offices: Raleigh, N.C.; At-
lanta; Orlando, Fla.; Birmingham,
Ala.; Denver.

1987 gross revenues: $5 million
total; 20% from unbundled property
loss control consulting and engi-
neering, 80% from other services.

Principal officers: Charles R.
Warne, chairman/chief executive of-

ficer; Willard L. Quinn Jr., senior vp-
operations; Stephen D. Milner, senior
vp-finance; E.J. Kaminski, senior vp-
marketing; J. Wesley Sexton, corpo-
rate director-loss control.

J.J. Hischar & Associates
P.O. Box 741, Woodbridge, N.J.
07095; 201-442-7221

Services provided: Frequent fire
prevention inspections, hazard iden-
tification; occasional plant security
inspections, loss prevention publica-
tions, loss prevention research, client
training; computer security and di-
saster recovery services.

Staff: Eight total staff members;
all professionals, including one ARM,
two CPCUs.

Clients: Total clients not reported,
100% with gross revenues less than
$200 million.

Branch offices: New York; West-
field, N.J.

1987 gross revenues: $175,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: J.J. Hischar,
president; Joseph Lopez, executive
vp; Deborah Higgins, vp/industrial
hygienist.

1

Industrial Health & Safety
50 Sea Island, Newport Beach,
Calif. 92660: 714-759-1707

Year founded: 1975.

Parent company: Xordium Inc.
Services provided: Frequent fire

prevention inspections, hazard iden-
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tification, loss prevention publica-
tions, client training, development of
safety management programs, in-
cluding fleet safety and property
conservation; occasional plant secu-
rity inspections, fire suppression sys-
tem inspections, building plan re- ,
views, loss prevention research.

Staff: Two total staff members, in-

cluding one ALCM, one ASSE.
Clients: Total clients not reported,

100% with gross revenues less than
$200 million.

Principal officers: Karen Gillett,
president; Fred C. Gillett, vp.

Inservco Insurance
Services Inc.

3461 Market St., Suite 201, Camp
Hill, Pa. 17011; 717-761-7735

Year founded: 1980.

Parent company: Pennsylvania
National Mutual Casualty Insurance
CO.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building valuations, safety man-
agement consulting, safety program

development, fire protection systems
evaluations, client training; occa-
sional building plan reviews, loss
prevention publications.

Staff: 146 total staff members; 25
professionals assigned to property
loss control consulting/engineering,
including two ARMs, four ALCMs,
four ASSEs, one CSP, one PE, two
SFPEs and two CPCUs.

Clients: 37 total clients, 100% with
gross revenues less than $200 mil-
lion.

Branch offices: Harrisburg and
Pittsburgh, Pa.; Kansas City, Kan.;
Greensboro, N.C.; Richmond, Va.;
Baltimore; Birmingham, Ala.; So-
merville, N.J.; Nashville, Tenn.

1987 gross revenues: Not re-
ported; 20% from unbundled prop-
erty loss control consulting and engi-
neering; 80% from other services,
including claims administration, ac-
tuarial and training services, data
systems, underwriting, accounting
and risk management.

Principal officers: Marlin T. Wil-
bert, president; Dennis C. Rowe, vp;
Robert L. Conrad, executive vp; Ken-

Continued on next page

IFYOUNEED W OBmINCOVERAGE
IN SPAIN, YOU NEED GO ONLY AS FAR ASAFEGEN.

Spain. An important European
trading partner. The language and
rapidly changing insurance market
can make it quite difficult to do
business here, but each day many
Americans must. That is why
/EGEN is represented in Spain.

Nearly anywhere in the world
you need to conduct business,
LEGEN is able to help. And it is no
accident that our prices are highly

competitive. Or that we can your multinationalinsurance
provide quick quotations. requirements, you need go only

It comes from knowing the as far as your telephone. Call
people and speaking the language. Tom McLenithan toll free at
From centinlized underwriting. 1-800-245-4506. OrinNewYork,

Responsive decision making. And 212-432-6700.
from the multinational experience -
and financial strength of LEtna Life <6981 LEGEN spans the globe,

& Casualty, Generali Group,and C M so you need go only as
31_1 far as /EGEN.Taisho Marine & Fire.

Forano-obligation review of AEGEN INTERNATIONAL,INC.
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DENTAFITS,INC
Can Provide

STOP LOSS COVERAGE FOR

IDental Vision

IPrescription Drug
 GROUP BENEF[T PLANS

For quotes or information call or write:
Debbie Boucher

P.O. Box 3209, 527 E. Rowland Ave.
Covina, CA 91722 (818) 967-2878
FAX (818) 332-5778
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neth R. Shutts, secretary; Kenneth L.
Shaffer. treasurer.

Insurers Technical Services

P.O. Box 025276, Miami, Fla.
33102; 305-599-7410

Year founded: 1983.

Parent company: Ryder System
Inc.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, accident prevention pro-
grams, fleet safety; occasional build-
ing plan reviews, loss prevention
research, client training.

Staff: Nine total staff members;
seven professionals, including four
CSPs, two PEs, two OHSTs and one
CST.

Clients: 15 total clients; 10% with
gross revenues less than $200 million,
20% with $200 million-$500 million,
30% with $500 million-$1 billion,
30% with $1 billion-$3.5 billion, 10%
exceeding $3.5 billion.

Branch offices: Orlando, Fla.
1987 gross revenues: $500,000

total, 1)0% from unbundled property

loss control consulting and engi-
neering.

Principal officers: Martin R.
Lerner, manager.

International Surplus
Adjusting Services
3700 Wilshire Blvd.. Suite 520, Los
Angeles, Calif. 90010;
213-480-4630

Year founded: 1979.

Parent company: CIGNA Corp.
Services provided: Frequent haz-

ard identification; occasional fire
prevention inspections, building plan
reviews.

Staff: 21 total staff members; four
professionals, including one ASCE,
one PE.

Clients: 11 total clients; 6% with
gross revenues less than $200 million,
85% with $200 million-$500 million,
9% exceeding $3.5 billion.

1987 gross revenues: $3.7 million
total; 12% from unbundled property
loss control consulting and engi-
neering, 88% from other services.

Principal officers: Richard B.
Piccinini, president; James F. Lee,
VP.

Nine out of every ten aircraft accidents have pilot-
related causes.

That's why every pilot should train to proficiency
at least once every eight months. And the best
training according to both pilots and aviation
Insurers is a professional program of simulator
based training.

Simulators are vital for complete, safe training.
For example, there are 265 specific faults, systems
malfunctions or adverse conditions that can be

demonstrated in FlightSafety's newest simulators.
Incredibly, over 70% of those "problems"

are either impossible or unsafe to demonstrate
in the airplane itself.

Every year, FlightSafety trains over 25,000
pilots an elite group with a superlative safety

'% I

One of FlightSafity's fleet of more than eighty flight simulators

record. And we back up the quality of that training
by providing a free $50,000 acc:ident insurance
polic'/ to qualified FlightSafety Rro Card holders.
(It's a benefit that can rise to $100,000 with
repeated training sessions.)

If your responsibility for risk protection includes
business aircraft, contact FlightSafety for informa-
tion on training programs for your specific aircraft.

Vlrite FlightSafety International, Dept. U-108,
Marine Air Terminal, LaGuardia Airport,
Flushing, N.Y. 11371 Telex 667573UW; or call

1-800-227-5656
tin New York, 718-565-4120).

FlightSafety
international

William L. Jacobs

Enterprises Inc.
P.O. Box 7472, Fort Lauderdale,
Fla. 33338; 305-766-9910

Year founded: 1987.

Services provided: Frequent haz-
ard identification, loss prevention re-
search, client training; occasional
fire prevention inspections, building
plan reviews, loss prevention publi-
cations.

Staff: Two total staff members;
one professional holding ASSE and
CSP designations.

Clients: Total clients not reported;
100% with gross revenues less than
$200 million.

Specialties: Shopping centers,
hotels and restaurants.

1987 gross revenues: Not re-
ported, 100% from unbundled prop-
erty loss control consulting and engi-
neering.

Principal officers: William L.
Jacobs, president.

Fred S. James & Co. Inc.

(Risk Control Services)
830 Morris Turnpike, Short Hills,
N.J. 07078; 1285 Ave. of the
Americas, New York, N.Y. 10019;
201-564-7200; 212-333-8900

Year founded: 1858.

Parent company: Sedgwick
Group P.L.C./Fred S. James & Co.
Inc.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building plan reviews, loss pre-
vention publications, client training,
loss estimates, property valuations,
rate analysis, emergency planning,
building code review, computerized
disaster recovery planning; occa-
sional loss prevention research.

Staff: 110 total staff members; 92
professionals, including five ARMs,
seven ASSEs, 23 CSPs, six PEs, 21
SFPEs, one CPCU, one CHCM, one
NBBM.

Clients: 275 total clients.

Branch offices: Phoenix; Los An-
geles; San Francisco; Fairfield and
Greenwich, Conn.; Fort Lauderdale
and Orlando, Fla.; Atlanta; Chicago;
Boston; Portland, Maine; Detroit;
Minneapolis; Kansas City and St.
Louis, Mo.; Omaha, Neb.; Rochester,
N.Y.; Portland, Ore.; Harrisburg,
Philadelphia and Pittsburgh, Pa.;
Columbia, S.C.; Memphis and Nash-
ville, Tenn.; Dallas; Bellevue and
Seattle, Wash.

1987 gross revenues: Not re-
ported; 40% from unbundled prop-
erty loss control consulting and en-
gineering; 60% from other services,
including liability exposure manage-
ment; expert witness testimony, loss
investigation and analysis.

Principal officers: William G.
Lauffer Jr., vp; Steven Galeotti,
director-property.

Jardine Emett & Chandler
333 Bush St., Suite 1800, San
Francisco, Calif. 941 04-2878;
415-391-2600

Parent company: Jardine Insur-
ance Brokers.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, boiler and machinery exposures,
chemical safety reviews, business in-
terruption reviews; occasional build-
ing plan reviews, loss prevention
publications, loss prevention re-
search, client training, property ap-
praisals.

Staff: 1,000 total staff members;
10 professionals assigned to property
loss control consulting/engineering,
including four ASSEs, three PEs, two
SFPEs, one AIHA, four NFPAs; three
NSCs, three NSMS, one IES, one
CHMM, two SPSMs, one CHCM, one
ASP.

Clients: Not reported.
Branch offices: New York and

Schenectady, N.Y.; Los Angeles and
Orange County, Calif.; Boston; Hous-
ton.

1987 gross revenues: Not re-
ported.

Principal officers: George W.
Brown, president/chief executive of-
ficer; Richard A. Archer, chairman;
Leonard P. Lawrence, executive vp.

Continued on page 68
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your sales may scatter in the wind 1
The selling strength of your ad message
depends upon the impact and dynamics of
the medium you use to reach your market.
And in the complex field
of commercial insurance,
no other publication
delivers such

depth and

breadth of coverage as Business Insurance.
Because of that, almost everyone who's
anyone in the world of business insurance

reads Business Insurance.

First with the news.

First in readership.
And, first among

advertisers.

Business
Insurance

For reach, readership, response, results.
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Jarry Associates
108 Commonwealth Drive, Basking
Ridge, N.J. 07920; 201 -647-9031

Year founded: 1980.

Services provided: Frequent haz-
ard identification, building plan re-
views, loss prevention publications,
loss prevention research, client train-
ing.

Staff: Two total staff members;
both professionals who hold ASSE,
CSP and PE designations.

Clients: Total clients not reported;
85% with gross revenues less than
$200 million, 8% with $200 million-
$500 million, 2% with $500 million-
$1 billion, 5% with $1 billion-$3.5
billion.

Specialties: Paper, textile, manu-
facturing and food industries.

Branch offices: Center Conway,
N.H.

1987 gross revenues: $50,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Harry J. Eier-
mann, principal consultant.

Phil Jaynes & Associates
3375 Smoke Tree Drive, Suite 261,
Sacramento, Calif. 95834;
916-922-0338

Year founded: 1982

Services provided: Hazard iden-
tification, loss prevention publica-
tions, loss prevention research, client
training.

Staff: One staff member with a

CSP designation.
Clients: Not reported; 50% with

gross revenues less than $200 mil-
lion, 50% with $500 million-$1
billion.

Specialties: Manufacturing.
1987 gross revenues: $30,000

total; 20% from unbundled property
loss control consulting and engi-
neering, 80% from other services.

Principal officers: Phil Jaynes,
president.

Johnson & Higgins-
Property Loss Control
125 Broad St., New York, N.Y.
10004; 212-574-7000

Year founded: 1845

Parent company: Johnson & Hig-
gins.

Services provided: Frequent loss
control program administration, da-
tabase development, loss prevention
program studies, business interrup-
tion studies, building plan reviews,
loss prevention publications, client
training; occasional fire prevention
inspections, plant security inspec-
tions, hazard identification.

Staff: 67 total staff members in

the U.S.; 59 professionals, including
two ASCEs, 10 ASSEs, nine CSPs, 23
PEs, 42 SFPEs, nine AIChEs, one
ASIE, two ASISs, three ASMEs, two
IEEEs, 45 NFPAs, one ACS, one ASA,
one CPCU, five NFSAs, four SSAs.

Clients: 1,400 total clients.
Branch offices: Atlanta; Balti-

more; Boston; Charlotte, N.C.; Chi-
cago; Cleveland; Costa Mesa, Los
Angeles, San Diego and San Fran-
cisco, Calif.; Dallas; Houston; De-
troit; Hartford and Stamford, Conn.;

Honolulu; Minneapolis; Nashville,
Tenn.; Parsippany, N.J.; Phoenix,
Ariz.; Pittsburgh; Portland, Ore.;
Richmond, Va.; St. Louis; Seattle.

1987 gross revenues: Not re-

>62 j

ported.
Principal officers: Richard J.

Rice, director/senior vp; William F.
Ramonas, national property loss con-
trol manager; Glenn H. Giles, J. Ran-
dall Fuss, Robert C. Ryan, Paul F.
Helweg, E. Lee Marshall, James C.
Deaton and Ralph P. Dellinger, re-
gional managers.

Kendall Insurance Co. Inc.

90 S. Main St., Rochester, N.H.
03867; 603-332-5800

Year founded: 1867.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, loss
prevention publications; occasional
plant security inspections, loss pre-
vention research, client training,
fleet safety inspections, loss preven-
tion audits.

Staff: Six total staff members; four
professionals, including one ARM,

SPEAKING OF

NORTHLAND
What do we have

that these agents want?

"Service. Northland is

always willing to answer
my questions, discuss my
options. I appreciate their
sound judgment and
underwriting ability.
They're responsive to my
needs, and I think that's
very important."

-Wes DuesenbergJK,
Southern insurance

Underwriters

"Northland writes very
carefully. They're not a
company that appears on
the scene, making all typeS
of promises, then retracting
them when times get
rough. That's the kind of
consistency I want from a
specialty lines writer."

-Ron Wartick,
Jobn H. Crowtber, linc.

'I'm comfortable doing
business with Northland. I

don't worry about the
markets I need because I

know Northland will

always be there. Their
strong financial ratings
make me even inore

secure."

-Jobn Grabi:m,
Graham-Rogers, Inc.

07 Northland
 Insurance Companies

St. Paul, MN

K

two PEs and one CPCU.

Clients: 30 total clients, 100% with

gross revenues less than $200 mil-
lion.

Specialties: Ski industry, associa-
tions, tire dealers.

Branch offices: Midvale, Utah.
1987 gross revenues: Not re-

ported.
Principal officers: Kennett R.

Kendall Jr., president; David Hamp-
son, Lawrence Cole, Roger Ervin and
Everet Page, vps.

M. Kimbrell
Associates Inc.

4024 Dunsmore St., Huntsville,
Ala. 35802; 205-883-5473

Year founded: 1985

Services provided: Frequent haz-
ard identification, OSHA compliance
surveys, expert witness testimony;
occasional fire prevention inspec-
lions, loss prevention publications,
client training, accident investiga-
tions.

Staff: Two total staff members;
one professional with ASSE, CSE
and WSO designations.

Clients: Two total clients, 100%
with gross revenues less than $200
million.

1987 gross revenues: $15,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Murvin J.
Kimbrell, president; Julia M. Kim-
brell, vp

Roy H. Kinslow, P.E.
9935 Coppedge Lane, Dallas,
Texas 75220; 214-351-1446

Year founded: 1985.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, client training, safety and
health program audits; industrial hy-
giene and environmental sampling
and monitoring, hazardous materials
management and disposal, radiologi-
cal health management; occasional
plant security inspections, building
plan reviews, loss prevention re-
search, forensic engineering.

Staff: Three total staff members;
two professionals, including two
ASSEs, two CSPs, one SFPE, one
HPS, one SSS, one AIHA, one
AARST.

Clients: 15 total clients; 40% with
gross revenues less than $200 million,
40% with $200 million-$500 million,
20% with $500 million-$1 billion.

Specialties: High-technology and
cosmetics manufacturing, food pro-
cessing industry.

1987 gross revenues: $300,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Roy H. Kins-
low, president; Bill B. Turney and
Jon Kinslow, vps; Harold McKay,
secretary; Melissa Kinslow, trea-
surer.

Kleckner Enterprises Inc.
P.O. Box 357, Hibernia, N.J.
07842; 201-586-2620

Year founded: 1961.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, loss prevention publications,
loss prevention research; occasional
building plan reviews, client train-
ing.

Staff: Five total staff members, all
professionals, including one ASSE,
one CSP, one ALA.

Clients: Not reported; 75% with
gross revenues less than $200 mil-
lion, 25% with $200 million-$500
million.

Branch offices: Whitehall, Pa.
1987 gross revenues: Not re-

ported.
Principal officers: Willard R.

Kleckner, president.

Raymond L.
Kuhlman, C.S.P.

4640 Sharon Valley Court, Atlanta,
Ga. 30360; 404-457-0687

Year founded: 1981.

Services provided: Frequent loss
prevention publications, client train-
ing, loss control program manage-
ment audits.

Staff: One staff member who holds

ASSE, CSP, PE, CHCM and AcSA
designations.

Clients: 15 total clients.

1987 gross revenues: $65,000
Continued on next page
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total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Raymond L.
Kuhlman, consultant.

Las Vegas Audit &
Inspection Service
1050 E. Flamingo, Suite 130, Las
Vegas, Nev. 89119; 702-737-7166

Year founded: 1986.

Services provided: Frequent fire
prevention inspections, general lia-
bility inspections, premium audits;
occasional plant security inspections.
hazard identification, building plan
reviews, replacement cost analysis.

Staff: One total staff member.

Clients: Not reported; 15% with
gross revenues less than $200 mil-
lion, 30% with $200 million-$500
million, 30% with $500 million-$1
billion, 25% with $1 billion-$3.5
billion.

1987 gross revenues: Not re-

ported; 85% from unbundled prop-
erty loss control consulting and en-
gineering, 15% from other services.

Principal officers: Brenda A.
Atwood, K. Steven Kawa.

Loss Control
Services Inc.

N. 3459 Tipperary Road, Poynett,
Wis. 53955; 608-635-7766

Year founded: 1988.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, waste management; occa-
sional plant security inspections,
hazard identification, building plan
reviews, loss prevention publications,
loss prevention research, client train-
ing, pre-explosion surveys, claims
and experience modification reviews.

Staff: Two total staff members, one
professional.

Clients: 20% with gross revenues
less than $200 million, 80% with $200
million-$500 million.

Specialties: Construction, trans-
portation, manufacturing.

Principal officers: Patricia E.
Ash, president; Debra Peck and Jo-
seph D. Ash Jr.

Loss Prevention
Consultants Inc.
P.O. Box 54012; Jackson, Miss.
392-4012; 601-878-2138

Year founded: 1982.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, loss

REPRESENTING

NORTHLAND

Northland is proud to
have the expertise and

professional knowledge
of general agents and
brokers located for your
convenience in 46 states.

These producers are
among the most skilled
and efficient in the

industry, and, as such, are
specially trained to find
you the best protection for
your specialty needs.

We can refer you to the
general agent or broker
in your area for specific
information and answers

to your property and
casualty questions
Just call us at

612-298-0303.

 NorthlandInsurance Companies

prevention publications, loss preven-
tion research, client training, acci-
dent investigations.

Staff: Two total staff members;
one professional with an ASSE desig-
nation.

Clients: 20 total clients; 95% with
gross revenues less than $200 million,
5% with $200 million-$500 million.

Specialties: Hazardous material
transportation, manufacturing.

1987 gross revenues: $100,000
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: John R. Eu-
banks Jr., president.

Robert G. McGarry,
P.E., C.S.P.
11622 Greenwood Road, P.O. Box
9914, Kansas City, Mo. 64134;
816-765-0119

Year founded: 1977.

M

.

ty

Services provided: Hazard iden-
tification, building plan reviews, loss
prevention publications, loss preven-
tion research, client training, acci-
dent investigation, forensic safety
engineering.

Staff: One staff member with CSP

and PE designations.
Clients: Not reported.
Specialties: Construction.
1987 gross revenues: Not re-

ported.
Principal officers: Robert G.

MeGarry.

McNeary
Insurance Consulting
Services Inc.

6525 Morrison Blvd., Suite 301,
Charlotte, N.C. 28211 ;
704-365-4150

Year founded: 1956.

Parent company: Booke & Co.
Services provided: Frequent fire

prevention inspections, plant secu-
rity inspections, hazard identifica-
tion; occasional loss prevention pub-
lications, client training; hazardous

i

Dust/tess insu,ance, L,clooer lu. 1300 / 01

materials management, health care
loss prevention.

Staff: 26 total staff members; pro-
fessionals designations held by staff
include seven ARMs, one ASSE, one
CSP, seven CPCUs.

Clients: Not reported, 100% with
gross revenues less than $200 mil-
lion.

Specialties: Health care.
Branch offices: Atlanta; Colum-

bia, S.C.

1987 gross revenues: Not re-
ported.

Principal officers: W.C. Moore,
chairman; T. Stephen Helms, presi-
dent; R.G. Clarke, Carl W. Malmberg
and William D. Yaeger, vps.

Mead Loss Control
Consultants Inc.

Courhouse Plaza N.E., Dayton,
Ohio 45463; 513-436-7200

Year founded: 1974.

Parent company: Mead Corp.
Services provided: Frequent fire

prevention inspections, plant secu-
rity inspections, hazard identifica-

tion, building plan reviews, client
training, fire brigade training, infra-
red electrical and mechanical studies,
plant diagram preparation; occa-
sional loss prevention publications,
loss prevention research.

Staff: 20 total staff members; 13
professionals including one ARM.

Clients. 11 total clients; 36% with
$500 million-$1 billion, 36% with $1
billion-$3.5 billion, 28% exceeding
$3.5 billion.

Specialties: Electronics, metal-
working, paper and aviation indus-
tries.

Branch offices: Buford, Ga.
1987 gross revenues: Not re-

ported.
Principal officers: Walter P.

Luker, senior vp/manager; Larry D.
Jones, vp; Curtis A. Doyle, southeast-
ern manager.

Michael A. Mentuck
& Associates

23 Congress St., Salem, Mass.,
01970; 508-744-7813

Year founded: 1983.

Continued on nezt page

RE: KEEPING
ON THE MOVE.

Tou want someone who

won't let you down.

Someone to share the risks

and the rewards. Someone

who'11 keep pace with you.

Our dedicated reinsurance

professionals, backed by

$300 million in surplus,

are with you all the way.

Skandia America

Reinsurance Corporation.

We're in this together.

SKANDIA AMERICA GROUP

Headquarters: 280 Pork Avenue, New York 10017
-Atlanta, Chicago, New York, San Francisco
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Spotlight report

ON THE rACE Or IT.
THERE APPEARS TO BE

ASEA Or

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 compania
We have built a fine reputation for our quick
response and knowledge of the produd.
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

f Undenvriters Safety
1  '<  Bf Claims, Inc

Post Office Box 23790

 1uis,ille, Kentucky 40223

Continued from previous page
Servkes provided: Occasional

loss prevention publications, Tre-loss
inspection to determine salvage po-
tential of commodities, formulation
of salvage procedures for clients.

Staff: Six total staff members.

Clients: Not reported.
1987 gross revenues: Not re-

ported.
Principal officers: Michael A.

Mentuck, president/treasurer.

Michigan
Hospital Assn.
Service Corp.
6215 W. St. Joseph Highway,
Lansing, Mich. 48517;
517-323-3443

Parent company: Michigan Hos-
pital Assn.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, loss
prevention publications, loss preven-
tion research, client training, indus-
trial hygiene monitoring, hazardous
waste management, asbestos inspec-
tions and management plans, on-site
videotaping, computerized incident
trending.

Staff: 10 total staff members; eight
professionals, including three PEs,
one CST, one OHST.

Clients: 116 total clients.

Specialties: Hospitals and nursing
homes.

Branch offices: Southfield, Mich.
1987 gross revenues: $4.3 million

total; 30% from unbundled property
loss control consulting and engi-
neering; 70% from other services, in-
cluding consulting and insuranc€
services.

Principal officers: Spencer John-
son, president/chief executive offi-
cer; Fritz Kellermann, senior vp,
chief operating officer; Gary Henrik-
sen and Kathy Dickenson, vps; Helen
Van Amburg, director-business/fi-
nance.

NATLSCO

Route 22, Kemper Drive, Long
Grove, 111. 60049-0075;
312-540-2400

Year founded: 1968.

Parent company: Kemper Corp.
Services provided: Frec uent fire

prevention inspections, hazard iden-
tification, loss prevention Fublica-
tions, client training, safety audits
and review of current programs, oc-
cupational health, safety and ergono-

N

mic assistance, industrial hygiene la-
boratory analysis; occasional loss
prevention research.

Staff: 80 total staff members; 30
professionals, including four ARMs,
30 ASSEs, 22 CSPs, five PEs, 16
CIHs, two CIHTs, two CHCMs.

Clients: 560 total clients.

Specialties: Nuclear power gen-
erating stations.

Branch offices: Summit, N.J.;
Akron, Ohio; Fairfax, Va.

1987 gross revenues: $54 million
total.

Principal officers: R W. Satter-
field, president; A.D. Odom,
vp-safety; G.J. Krafcisin, vp-health
services; F.G. Minchk vp-risk man-
agement; D.F. Benevich, vp-manage-
rnent services.

NTS Engineering
6695 E. Pacific Coast Highway,
Long Beach, Calif. 90803;
213-493-6651

Year founded: 1982.

Parent company: National Tech-
nical Systems.

Services provided: Frequent
building plan reviews, loss preven-
tion research, seismic risk assessment
and mitigation; occasicnal hazard
identification, loss prevention pub-
lica:ions, client training.

Scaff: 40 total staff members; eight
professionals, including five ASCEs,
three PEs, two SFPEs, four Ph.D.s.

Clients: 10 total clients; 20% with
gross revenues less than $200 million,
20% with $200 million-$300 million,
30% with $500 million-$1 billion,
20% with $1 billion-$3.5 billion, 10%
exceeding $3.5 billion.

1987 gross revenues: $7.3 million
total; 15% from unbundled property
los. control consulting and engi-
neering; 85% from other services.

Principal officers: Jack Lin, chief
executive officer; Lloyd Blonder,
chief financial officer; John Brown,
Paul Lieberman and Arthur Edel-

stein, vps.

National Safety
Council-Loss

Control Consulting
444 N. Michigan Ave., Chicago, 111.
60611; 312-527-4800

Year founded: 1913.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, loss prevention research, client
training, industrial hygiene assess-
ments and testing, product safety re-
views, traffic and fleet safety pro-
grams; occasional plant security
inspections, building plan reviews.

Staff: 274 total staff members;
seven professionals assigned to prop-

Professional Property Underwriters
for Energy Related Risks
Oil • Gas • Petrochemical • Chemical

Floyd West & Company
P.O. Box 27704

Houston, Texas 77227-7704
(713) 784-7444

Contact John Vint

-1 ACrum & Forster
V Organization

A XEROX Financial

Services Company 

erty loss control consulting/engi-
neering, including three ASSEs, twc
CSPs, one PE.

Clients: Not reported; 70% with
gross revenues less than $200 mil-
lion, 10% with $200 million-$500
million, 10% with $500 million-$1
billion, 10% exceeding $3.5 billion.

1987 gross revenues: Not re-
ported; 10% from unbundled prop-
erty loss control consulting and en-
gineering, 90% from other services.

Principal officers: James P Ka-
letta, manager-loss control consult-
ing.

Near North Insurance

Agency Inc.
875 N. Michigan Ave., 23rd Floor,
Chicago, 111. 60611 ; 31 2-280-5600

Year founded: 1962.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, loss
prevention publications, client train-
ing, sprinkler system testing, ap-
praisals; occasional plant securith
inspections, loss prevention research.

Staff: Four professional stafj
members assigned to property loss
control consulting/engineering.

Clients: Not reported; 30% with
gross revenues less than $200 mil-
lion, 30% with $200 million-$500
million, 20% with $500 million-$1
billion, 10% with $1 billion-$3.5

billion, 10% exceeding $3.5 billion.
Specialties: Real estate, apart-

ments and condominiums.

1987 gross revenues: Not re-
ported; 5% from unbundled property
loss control consulting and engi-
neering, 95% from other services.

Principal officers: Michael Segal
president/chief executive officer; Jo-
shua Band, executive vp; David
Green and Claude LoPiccolo, senior
vps; Kenneth Clark, vp.

Newman Safety Associates
P.O. Drawer 251, Middletown, Va.
22645-0251; 703-869-2037

Year founded: 1974.

Services provided: Frequent on-
site plant loss prevention inspections,
building plan reviews; occasional
loss prevention publications, loss
prevention research, client training.

Staff: Two total staff members in-

cluding one ASCE, two ASSEs, two
CSPs and two PEs.

Clients: Not reported; 10% with
gross revenues less than $200 mil-
lion, 20% with $200 million-$500
million, 70% with $1 billion-$3.5
billion.

Specialties: Manufacturing.
1987 gross revenues: $100,000

total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Eugene L.
Newman, principal.

0

Occupational &
Environmental Health

Consulting Services Inc.
635 Harding Road, Hinsdale, 111.
60521; 312-325-2080

Year founded: 1984.

Services provided: Frequent haz-
ard identification, loss prevention
publications, client training, indus-
trial hygiene, right-to-know training,
asbestos inspection and project man-
agement, environmental liability sur-
veys of real estate; occasional fire
prevention inspections, building plan
reviews, loss prevention research.

Staff: Five total staff members;
four professionals, including two
ASSEs, two CSPs, one PE, one CIH,
one REA.

Clients: Not reported; 14% with
gross revenues less than $200 mil-
lion, 80% with $200 million-$500
million, 5% with $500 million-$1
billion, 1% with $1 billion-$3.5
billion.

Specialties: Health care, manu-
facturing.

1987 gross revenues: $150,000
total; 90% from unbundled property
loss control consulting and engi-
neering, 10% from other services.

Principal officers: Robert Bran-
dys, president; Gail Brandys, secre-
tary/treasurer.

Continued on next page
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Occupational Safety &
Health Consultants
131 Isle of Cuba Road, Schriever,
La. 70395; 504-446-1868

Year founded: 1984.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, client training, OSHA
compliance surveys, accident investi-
gation and reconstruction, expert
witness testimony; occasional plant
security inspections, loss prevention
publications, loss prevention re-
search.

Staff: Three total staff members;
two professionals, including two
ASSEs, one CSP, one CSE, one CSM.

Clients: One client with gross rev-
enues exceeding $3.5 billion.

Specialties: Petroleum and mari-
time industries.

Branch offices: New Orleans.

1987 gross revenues: $48,000
total; 40% from unbundled property
loss control consulting and engi-
neering, 60% from other services.

Principal officers: Donald G..
Broussard, president.

Omni Tech
International Ltd.

2715 Ashman St., Suite 100,
Midland, Mich. 48640;
517-631-3377

Year founded: 1986.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
lion, client training; safety, electrical
and mechanical engineering, indus-
trial hygiene and toxicology services,
expert witness testimony, consulting
on regulatory and environmental
issues; occasional building plan re-
views, loss prevention publications.

Staff: 18 total staff members, 10

professionals.
Clients: Not reported.
Branch offices: Lake Jackson,

rexas.

1987 gross revenues: Not re-
ported.

Principal officers: R.W. Belfit Jr.,
president; R.L. Heiny, vice chairman;
J.H. Hanes, executive vp/general
counsel; R.K. Aritabile, executive
vp-marketing; R.L. Hotchkiss, execu-
tive vp-technology; W.C. Zacharias,
executive vp-finance.

Organizational Safety
Services Inc.

11831 Rothbury Drive, Richmond,
Va.,23236; 804-794-0691

Year founded: 1987.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, client training, accident inves-
tigation; occasional plant security
inspections, building plan reviews,
loss prevention research, expert wit-
ness testimony.

Staff: Four total staff members;
three professionals, including one
ARM, two ASSEs, two CSPs, two
PEs.

Clients: 147 total clients; 50% with

gross revenues less than $200 million,
21% with $200 million-$500 million,
19% with $500 million-$1 billion,
10% with $1 billion-$3.5 billion.

Specialties: Pulp, paper and
chemical industries, heavy manufac-
turing, aviation.

1987 gross revenues: Not re-
ported; 90% from unbundled prop-
erty loss control consulting and en-
gineering, 10% from other services.

Principal officers: Keith E.
Barenklau, president; LeRoy V. Ab-
bott, vp/treasurer; Linda C. Abbott,
vp; Eric E. Barenklau, secretary.

Penrim Ltd.

16 Oaken Gateway, North York,
Ontario M2P ZAl; 416-733-3100

Year founded: 1984.

Services provided: Frequent fire
prevention inspections, plant secu-
rity inspections, hazard identifica-
tion; occasional building plan re-
views, loss prevention publications,
loss prevention research, client train-
ing, disaster recovery planning.

Staff: Two total staff members;
one professional with ARM, PE, FIIC
and SFPE designations.

Clients: Six total clients; 100%

with gross revenues less than $200
million.

Specialties: Chemical, pharma-
ceutical and textile industries, real
estate.

1987 gross revenues: Not re-
ported; 20% from unbundled prop-
erty loss control consulting and en-
gineering; 80% from other services,
including risk and insurance man-
agement consulting.

Principal officers: Owen Kurin,
president.

Marion E. Phelps-
Consultant

33511 Watton Circle, 1000 Palms,
Calif. 92276; 619·343-3771

Year founded: 1979.

Services provided: Fire preven-

tion inspections, plant security in-
spections, hazard identification,
building plan reviews, loss preven-
tion publications, loss prevention re-
search, client training.

Staff: One staff member with CSP,
PE and SFPE designations.

Specialties: Communications in-
dustry, manufacturing.

1987 gross revenues: $30 000
total; 75% from unbundled property
loss control consulting and engi-
neering, 25% from other services.

Principal officers: Marion E.
Phelps, president.

Professional Loss
Control Inc.

P.O. Box 446, Oak Ridge, Tenn.
37831-0446; 615-482-3541
Year founded: 1976.

Continued on next page

Piece of The Rock:
Peace of mind.

You need to know your reinsurance company will
be there in tough times. The Rock will. Prudential
Re's rock-steady commitment and solid resources
give you plenty of reasons to relax.

You'll get premier service from an underwriter
who'11 get to know you and your business. One

DUS'$7666/ 1/LaU/ UnCE, VULUUCI lU, 1300 / li

Shi,me,
SCHIRMER ENGINEERING CORPORATION

OFFERING FULL LOSS CONTROL ENGINEERING SERVICES

,/ Underwriting & Loss Control Surveys
4 Fire Protection Engineering
4 Safety & Health Engineering
4 Litigation Support Services
4 Building & Fire Code Consultation
/ Sprinkler System Design
4 Alarm System Design

SCHIRMER ENGINEERING CORPORATION
707 LAKE COOK ROAD • DEERFIELO. IL 60015 • 312/272-8340

who'11 be there day to day to handle your special
needs. And our sophisticated underwriting lets us
define risks accurately so that your rates reflect
only true exposure.

For your own peace of mind, choose
Prudential Re. You'll sleep like a rock.

The Rock in Reinsurance

Prudential Re *
©1987 Prudential Reinsurance Company, a subsidiary of The Prudential Insurance Company of America.
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NE-CALL 215-265-4170

FOR LONG-TERM AUTO
LEASING INSURANCE *1*1_ /\
• Lessors Excess Liability
0 Primary Physical Damage 09-0 Lessors Contingent Liabilit 1
0 Primary Liaoility Coverages
0 Residual Valie Insurance =-/• Contingent Physical Damage
• Interim Car Coverages • $5 MILLION CSL LIMIT AVAILABLE

Be sure. Take advantage o; Dur extensive experie'lce with this difficul:-to-Flace
business. [esigned specifical y for the aux)mobile leasing/rental industry, our
program saves you time, cuts nur costs, satisfies your customers. Wecothe Fork,
you get the credit!

PAIGE-RUANE, INC.
INSURANCE

We invite your inquiry and your business.
Write or call Ron Ruane.

She. gutiM*g
King of Prussia, PA 19405
(215) 265-4170 • FAX # (215) 265-1240

Ph,ad Damage A

Contint-ed Fom previous page
Parent company: Hartford Steam

Boiler Inspection & Insurance Co.
Services provided: Frequent f.re

prevention mspections, hazard iden-
tification, building plan reviews, eli-
ent trair.ing, code compliance stu-
dies, life safety reviews, fire
protection design; occasional loss
prevention research, expert witness
testimony.

Staff: 40 total staff members; 28
profess.ona:s, including twi ASSEs,
18 PEs, 27 SFPEs.

Clients: 175 total clients. 5% with

gross revenues less than $200 million,
5% with $200 million-$500 million,
20% w.th S500 million-$1 billion,
20% with $1 billion-$3.5 billion, 5)%
exceeding $3.5 billion.

Branch offices: Philadelphia, Chi-
cago and Houston.

1987 gross revenues: $2 3 million
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: K.W Dungar.,
president; M.E. Mowrer and J.M.
Dewey, vps

Atlantic Star liresents:

EMIFBESS SE®ISE @@@®29.Hri@E IT@®EvE
88okE@A@ Ip®@FEFEE IHABEJIFF @@ry[EMBGE 9
Excess Owners
Protective Coverage, too!

Atlantic Star's liabilsty coverage is just
the ticket when railway construction projects
require insurance that the contractor has
difficulty in obtaining. Our express service
puts coistruction ccntractors right on the job
without costly delays.

• High imits up to 56 million
• Occurrence form

• Fast in-house policy issuance
• Competitive rate

For:he coverage your insureds require, get
on tie fast track with Atlantic Star. Call your
agent cr broker, or contact us direct at
Phone,'516) 626-3057 • FAX (516) 626-0738
TELEX 141351

165 Rcslyn Road
Roslyn Heights, N.Y 11577

ATIANTIC9AR
INTERMEDIARIES, INC.
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Professional Safety
Consultant Service Inc.

424 S.E. 30th Ave., Ocala, Fla.
32671; 904-694-4601;
800-329-7233 in Florida

Year founded: 1975.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, building plan reviews, loss
prevention publications, loss preven-
tion research, client training, product
liability consultation, accident inves-
tigation and reconstruction, safety
labelings, expert witness testimony;
occasional plant security inspections.

Staff: One professional staff mem-
ber who holds ASSE, CSP, PE,
CPSM, CHCM, CHSP, CHMM, CSE,
CSM, CSS, CSSP, NSC, ASSE,
NSMS, WSO, SSS, NAFI and ILCI
designations.

Clients: Total clients not reported,
100% with gross revenues less than
$200 million.

Specialties: Construction, health-
care, transportation and agriculture
industries.

1987 gross revenues: Notre-
ported, 100% from unbundled prop-
erty loss control consulting and engi-
neering.

Principal officers: Herbert T. Bo-
gert, president/treasurer/chairman;
Nancy A. Bogert, vp/secretary.

Professional Safety
& Management
Consultants Inc.

1103 Harvard Ave., Bradenton,
Fla. 34207; 813-756-6660

Year founded: 1984

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, loss prevention research, client
training, surveys for insurance com-
panies; occasional plant security in-
:pections, building plan reviews.

Staff: 12 total staff members; 11
professionals, including eight ARMs,
11 ALCMs, 11 ASSEs, five CSPs, 11
CHCMs.

Clients: Not reported; 50% with
gross revenues less than $200 mil-
lion, 45% with $200 million-$500
million, 5% with $500 million-$1
billion.

1987 gross revenues: $300,000
total; 50% from unbundled property

loss control consulting and engi-
neering, 50% from other services.

Principal officers: James R. Han-
amean Sr., president; Catherine M.
Hanamean, vp.

R

RPF Associates

20 Leroy St., Dix Hills, N.Y. 11746;
516-586-0778

Year founded: 1985.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions, client training, fire loss pre-
vention programs, flammable liquid
storage and handling training, fuel
oil plant and delivery surveys; occa-
sional plant security inspections,
building plan reviews, loss preven-
tion research.

Staff: Three total staff members;
two professionals, including one
ARM, one CSP, one SFPE.

Clients: Not reported; 35% with
gross revenues less than $200 mil-
lion, 25% with $200 million-$500
million, 25% with $500 million-$1
billion, 15% with $1 billion-$3.5
billion.

Specialties: Petroleum transpor-
tation and storage, printing, manu-
facturing, retail trade, electronics.

1987 gross revenues: $150,000
total; 65% from unbundled property
loss control consulting and engi-
neering, 45% from other services.

Principal officers: Robert P.
Firmbach, president.

Results Oriented

Safety Services
517 Poplar St., South Charleston,
W.Va. 25309-1418; 304-768-6910

Year founded: 1980.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification; occasional plant security
inspections, building plan reviews,
loss prevention publications, loss
prevention research, client training.

Staff: Three total staff members;
two professionals, including one

Continued on next page

SP <4 AL VA ION
IS THE KEY

m HIG RISK
OVE E

We specialize in
professional liability covemge for

architects and engineers... especially
the complex or unusual risk.

We'll come through in the clutch with 48 hour turn-
around time on quotations... backed by competitive rates
and our excellent reputation in the industry.

With the expertise to service a wide range of profes-
sionals, PEAC comes through time and time again. We
cover all the bases in liability coverage no matter what the
business or service. PEAC . the dutch professionals. For
more information contact

New York Office: 212•490•8060

New Jersey Office: 201•321•1040

PEE
Professional Excess Affiliates Corp.
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Continued from previous page
ASCE, two ASSEs, one CSP, one PE
one CIH, one AIHA.

Clients: Not reported.
1987 gross revenues: Not re-

ported, 100% from unbundled prop-
erty loss control consulting and engi-
neering.

Principal officers: Dudley L.
Ross, consultant/manager.

Risk Engineering Inc.
2500 City West Blvd., Suite 2105,
Houston, Texas 77042;
713-952-3334

Year founded: 1985.

Services provided: Frequent fire
prevention inspections, building plan
reviews, underwriting risk analysis,
business interruption assessments,
water supply testing and analysis;
occasional hazard identification, loss
prevention publications, loss preven-
tion research, client training.

Staff: Five total staff members;
three professionals, including one
ASSE, one CSP, one PE, two SFPEs,
two NFPAs, one ASME.

Clients: Not reported.
1987 gross revenues: Not re-

ported.
Principal officers: Peter Rol-

linger, president.

Rollins Burdick Hunter
of Missouri Inc.

500 Washington Ave., Suite 1100,
St. Louis, Mo. 63102;
314-241-8081

Year founded: 1898.

Parent company: Aon Corp.
Services provided: Frequent fire

prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building plan reviews, loss pre-

vention Dublic ations, loss prevention
research, client trsining, municipal
fire suppression rating and disaster
planning surveys, ergonomic ser-
7.Ces, water sipply analysis.

Staff: Two tota staff members;
professional designations held by
staff include one ASSE, one PE and
-wo SFPEs.

Clients: Seven :otal clients; 60%
vith gross re·,enuEs less than $200
million, 40% with $200 million-$500
million.

1987 gross revenues: $6 million
Total; 5% fron ur.z,undled property
Icss control Jons·_lting and engi-
neering; 95% from other services, in-
duding claims management and in-
Eurance brokerage

Principal off:ters: Carroll J.
Keane Sr., president; Louis O. Gys,
executive vp.

Aoyal Insurance Service
Corp. CRISC)
150 William St., New York, N.Y.
10038: 212-553-3187

Year founded: . 579

Parent company: The Royal In-
surance Group.

Services provided: Frequent fire
prevention inspections, hazard iden-
ti'ication, boiler and machinery loss
control; occasiona. plant security in-
spections, building plan reviews, eli-
ent training, proper:y loss prevention
program audits, fin code consulting,
fire suppression and alarm system
evaluations, building replacement
€stimates.

Staff: 246 total staff members; 60
professionals, incl-ling four ARMs,
cne ALCM, 28 CSPs, nine PEs, three
SFPEs, three CHCMs, one CFPS, one
CET.

Clients: Not reported.
Branch offices: 50 offices in the

U.S

1987 gross revenues: Not re-
ported.

P-incipal officers: Arthur F.S.
Evans, president; John E. Amico, vp;
Arthur D. Perschetz, secretary/trea-
sur€r; Joseph C. Notaro, assistant vp;
Richard W. Liersaph, director.

1 5
S.I.S. Services

of New York Inc.

135 Delaware Ave., Suite 300,
BJffalo, N.Y. 14202; 716-852-3065

Year founded: 1987.

Parent company: Rollins Burdick
Hunter Co.

Services provided: Frequent fire
preK ention inspections, hazard iden-
tification, loss prevention research,
client training; occasional fire pro-
tection blueprint drafting, building
plan reviews, loss prevention puoli-
cations, consulting on water su[:ply
testing.

Staff: 40 total siaff members; swo
professionals assigned to property
loss control consulting/engineering,
including two ASSEs, one SFPE, one
CHCM, one CPSM.

Clients: Not reported; 20% with
gross revenues less than $200 mil-
lion, 40% with $200 million-$500
million, 30% with $500 million-Sl
bill:on, 10% with $1 billion-$3.5
billion.

Specialties: Health care, hortic ul-
ture and mineral industries, govern-
mens entities.

Branch offices: Syracuse and New
York, N.Y.

1987 gross revenues: $3 million
totai : 20% from unbundled property
loss control consulting and engi-

11,3
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Professional Reinsurance,
Personal Service ...

/

Since 1940
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Reinsurance
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A XEROX Financial Services Company

New York • Chicago
Los Angeles • Brussels

A.M. Best

neering, 80% from other services.
Principal officers: Wayne L.

Salen, general manager; Daniel Con-
ley Sr.,loss contnl consultant.

Safety Consulting Inc.
1271 Harrison, P.O. Box 2789,
Topeka, Kan. 66601;
913-232-3887

Year founded: 1971.

Services provided: Frequent fire
prevention inspections, hazard iden-
tification, loss prevention publica-
tions. client training, consulting on
OSHA compliance, accident investi-
gations; occasional plant security in-
spections, building plan reviews, loss
prevention researih.

Staff: Five to· al staff members,
two professionals, including two
ASSEs, two NSMSs, one AIHA, one
NFPA.

Clients: Not reported; 98% with
gross revenues less than $200 mil-
lion, 2% with $200 million-$500 mil-
lion.

Specialties: Construction, service,
retail and manufacturing industries.

Branch offices: Wichita and Len-
exa, Kan.

1987 gross revenues: $253,555
total, 100% from unbundled property
loss control consulting and engi-
neering.

Principal officers: Denzell B.
Ekey, president; Philip W. Blake, vp;
Sarai. J. Ekey, secretary/treasurer.

Safely & Hazard Associates
P.O. Box 249, Annapolis, Md.
21404; 301-267-7171

Year founded: 1984

Services prorided: Occasional
fire prevention inspections plant se-
curity inspections. hazard identifica-
tion, building plan reviews, loss pre-

vention publications, loss prevention
research, client training.

Staff: Two total staff members
who are professionals; including two
ASSEs, one CPS, one PE.

Clients: Eight total clients; 87.5%
with gross revenues less than $200
million, 12.5% with $200 million-
$500 million.

Specialties: Construe:Lon and
manufacturing.

Branch offices: Falls Church, Va.
1987 gross revenues: $70,000

total; 70% from unbundled propetty
loss control consulting and engi-
neering, 30% from other services.

Principal officers: Richard C.
Knapp, president.

Safety &
Health Management
Consultants Inc.

161 William St., New York, N.Y.
10038; 212-349-1221

Year founded: 1984.

Services provided: Frequent haz-
ard identification, loss prevention
publications, loss prevention re-
search, client training, industrial
safety and hygiene services, environ-
mental loss control services; occa-
sional fire prevention inspections,
plant security inspections.

Staff: Eight total staff members;
seven professionals, including seven
ASSEs, four CSPs, one PE.

Clients: 400 total clients; 85% with
gross revenues less than $200 million,
15% with $200 million-$500 million.

Branch offices: Albany and Roch-
ester, N.Y.

1987 gross revenues: More than
$1 million total, 100% from unbun-
dled property loss control consult-
ing and engineering.

Continued on ne/t page
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Continued from previous page ported, 30% from unbundled prop- E. St. John Holt & Services provided: Frequent fire 1987 gross revenues: $500,000

Principal officers· S J Lovell, erty loss control consulting and en- Associates Ltd.
prepention inspections, building plan total, 100% from unbundled property

president, Richard F Andree, execu- gineering, 70% from other services, reviews, client training, occasional loss control consulting and engi-
tive vp, G L Baril, senior engi- including occupational safety and Rownhams House, Rownhams, plant security inspections, hazard neering
neering consultant health services Southampton, England S01 8AF, identification, loss prevention publi- Principal officers. Luis G

Principal officers: Neil R Tem- 0-70-373-7222 cations, loss prevention research Suarez, principal, Victor Vargas, Jose

Safety & Loss ple, president Year founded: _962 Staff: 102 total staff members, 62 A Ayuso and Jorge A Garcia, associ-

Control Associates Services provided: Frequent haz- professionals, designations held by ates
Safety Management ard identification, client training, staff include three ARMs, nine CSPs,P O Box 440, Prospect Heights, Ill

60070, 312-296-5989
Services inc. health and safety audits and compl - 3C PEs, 51 SFPEs

Clients: Not reported System Engineering &
126 Heymann Blvd , P 0 Box

ance surveys, occasional loss prever -
tion publications Branch offices: San Francisco, Laboratories Corp.

Year founded: 1984 51927, Lafayette, La 70503, Staff. 30 total staff members, 16 Dallas, Falls Church, Va Route 7, P 0 Box 917, Tyler,
Services provided: Frequent 318-235-6524 1987 gross revenues: $7 5 million Texas 75707, 214-566-1980professionals, including two ASSEs,

plant security inspections, hazard 14 IOSHs total, 50% from unbundled property
identification, loss prevention pub- Year founded: 1981

Clients: 210 total clients, 91% with loss control consulting and engi- Year founded: 1980
hcations, client training, occasional Services provided: Fire preven- gross revenues less than $200 million, neering, 50% from other services Services provided: Hazard lden-
fire prevention inspections, building tion inspections, hazard identifica- 5% with $200 milhon-$500 million,
plan reviews, loss prevention re- tion, loss prevention publications, 2% with $500 mill.on-$1 billion, 133 Schirmer, president, Ray Weigand tions, client training, forensic engi-
search loss prevention research, client train- with $1 billion-$35 billion, 1% ex_ and Richard Osman, vps, Gary Jor- neering

Staff. Two total staff members, ing, safety consulting ceeding $3 5 b111101 dan, administrative manager, Paul Staff: 21 total staff members, eight
one professional with a CSE desig- Staff: One staff member with Harar, director-marketingSpecialties: Colstruction professionals, including three CSPs,
nation ASSE and CSP designations 1987 gross revenues: $1 2 millicn six PEs

Clients. Not reported, 100% with Clients: 46 total clients, 20% with

gross revenues less than $200 mil- gross revenues less than $200 million, total, 100% from Lnbundled properg Sigma Associates Ltd. Clients: Not reported
loss control consulting and engi- Branch offices: San Marcos,

lion 40% with $1 billion-$3 5 billion, 40% 105 Royal Oak Blvd , Pass
neering Amarillo, Lubbock, Houston and

Specialties: Heavy industry, con- exceeding $3 5 billion Principal officers. Allan St John Christian, Miss 39571, Dallas, Texas New Orleans
struction 1987 gross revenues: Not re- 601 -452-4866

1987 gross revenues: Not re- ported
Holt, managing cirector, Claudet:e 1987 gross revenues: $1 million
Allen, secretary, James L Allen, se-- total

ported, 100% from unbundled prop- Principal officers: Jack R Bar- vices director, Geoff Hill, proper-3
Year founded: 1975

Principal officers: Frank Johnson
erty loss control consulting and engi- nidge, president loss control directir Services provided: Frequent loss and Dixie Johnson

neering prevention publications, loss preven-

Principal officers: Donald A Safety Management Schaible Associates tion research, chent training, fire
Neslund, owner Systems 900 Center St , Mount Joy, Pa analysis and suppression, asbestos System Safety

17552, 717-684-6045 inspection, forensic investigations,
250 Honey Jane Drive,

Associates Ltd.

Safety Management u-iderwriting appraisals and adjust-
Beavercreek, Ohio 45385, P O Box 1015, Springfield, VaYear founded: 1981

Associates 513-429-2943
ing fire and acciden- reconstruction, 22151, 703-978-2944Services provided: Hazard iden- occasional building plan reviews,

PO Box 693, Springfield, Va tification, client training noise surveys with octave band anal-
22150-0693, 703-455-0511 Year founded: 1985 Year founded: 1977Staff: Three staff members, in- ysts, heat stress analysis

Services provided: Frequent haz- cluding two ASSI<s, two CSPs, one Staff: Seven total staff members,
Services provided: Frequent ac-

Year founded: 1981 ard identification, loss prevention PE, two CIHs, one CPSM, one CHMM three professionals including one cident investigation and analysis, oc-

Services provided: Frequent fire publications, loss prevention re- and one CHCM CSP, one SFPE, one CHCM, one
casional hazard identification, losE

prevention inspections, hazard lden- search, client training, safety con- prevention research, client trainingClients: Not reported, 90% with CFEI, one CSSP, one AAFS
tification, building plan reviews, loss sulting services, occasional fire pre- gross revenues less than $200 mil- Clients: Not reported, 80% with

Staff Two total staff members

prevention research, forensic safety vention inspections, plant security hon, 10% with $200 million-$50) gross revenues less than $200 mil- two professionals, including on€
services, accident reconstruction, oc- inspections, building plan reviews million lion, 7% with $200 million-$500 mil-

ASSE, one PE, one CHCM, on€

cupational noise measurement and Staff: One staff member with AAFS, two ISASIs1987 gross revenues: Not re- lion, 5% with $500 million-$1 billion, Clients: 15 total clients, 100% wittabatement, product safety analysis, ASSE, CSP and CHCM designations ported, 100% fron unbundled prop- 3% with $1 billion-$3 5 billion, 5%
ergonomic analysis, occasional loss Clients: 40 total chents, 20% with erty loss control Donsulting and en- ercee(ling $35 billion gross revenues less than $200 mil-

lionprevention publications, client train- gross revenues less than $200 million, gineering Specialties: Construction and pet-
ing 20% with $200 million-$500 million, Principal officers: Ronald E roleum industries

Specialties: Aviation industry

Staff. Three total staff members, 20% with $500 million-$1 billion, Schaible, president/principal 1987 gross revenues. Not re-
1987 gross revenues: $100,00(

two professionals, including two 20% with $1 billion-$35 billion, 20% total, 100% from unbundled propertj

CSPs, one CHCM exceeding $3 5 billion Schirmer Engineering Corp. ported loss control consulting and engi
Principal officers: A J Scardino

Clients: 10 total clients, 100% with 1987 gross revenues: Not re- 707 Lake Cook Road, Deerfteld, 11 Jr president, Donald Godlewski, neering

gross revenues less than $200 mil- ported 60015,312-272-8340 Ned Boudreaux
Principal officers. Ira J Rimson

hon Principal officers: Jack Truitt, president, Arlene F Rimson, secre

1987 gross revenues: Not re- president Year founded: 1939 tary/treasurer
L.G. Suarez & Associates

P 0 Box 11426, Santurce, Puerto F.J. Szymanski
-- Rico 00910, 809-727-4071

*R.:'. -if Safety Services
'_Dt'm.

Year founded: 1972 5258 Forest Circle S , Stephens
Services provided: Frequent fire Point, Wis 54481, 715-344-4127

1
prevention inspectiins, plant secu-

YOU'VE PROTECTED YOUR rity inspections, hazard identifica- Year founded: 1984

tion, building plan reviews, occa- Services provided: Frequent haz
sional loss preventpon publications, ard identification, loss preventiorCLIENTS FROM EVERYTHING client training publications, loss prevention re

UNDER THE SUN Staff: 10 total staff members, search, client training, occasiona
seven professionals, including two fire prevention inspections, plant se
ASCEs, two ASSEs, one CSP, six curity inspections

)-:I --
PEs StaiT: Two total staff members, on,

Clients: Not reported, 100% with professional
gross revenues less than $200 mil- Clients: Not reported, 80% witl
lion Continued on facing pag,

SO WHAT HAPPiNi BEFORE DAWN?
Political And Special Risk Coverage From Global

S

The sun never sets on the new global business 4-
Sales in the Mid-East, manufacturing facilities in the /

Caribbean, purchases from Australia and the Philip-
pines, sales and distribution offices all over the world Dann Brothers Inc.

Consider your chen-s new risks Expropriation,
Embargos, Wrongful Calling of Guarantees, Terrorism, and Benefit Planning Associatesand wide range of other "Political Risks 1

At Global Special Risks, we understand Political " ' ga#WR//IN/#5.-4/

Risk and other special -isks We provide special risk are pleased to announce
coverage to multinationals, and have coverage plans - .2£Irfrom your largest-and smallest-clients

With various contract facilities we offer immediate
the relocation of their

\ l16 /

bCal ustoveafor moreinformiotunourfull seivic executive offices to
and products You owe it to your clients

650 Dundee Road
GLOBAL SPECIAL RISKS
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Global St)ecial Risks Inc
Global Special Risks, Inc

of Texas

2610 Edenborn Ave Suite 2120 · One Lincoln Plaza

Northbrook, Illinois 60069
Melaine, La 70009

Telex 587452 · (504) 455 7874 Telex 6829263 · (214) 954 3544 9 1

Global Special Risks
Global Special Risks
Insurance Services

G Dallas TX 75201

Insurance Services
San Francisco

3250 Wilshire Blvd Suite 1111
Los Angeles, CA 90010

Merchants Exchange Bldg
Suite 450 · 465 California St

Telex 6831852 · (213) 387 2099 San Francisco, CA 94104
1

Telex 989498 · (415) 421-4544

DANN

BROTHERS, INC
Benefit Planning Associates

TELEPHONE TELEPHONE

312/564-8700 312/498-2350

FAX: 312/564-8760
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Continued from premous page John Williams
gross revenues less than $200 mil- & Associates
lion, 10% with $200 million-$500 Datebook

15221 N E Schuyler Court,million, 10% with $500 million-$1
Portland, Ore 97230,billion
503-255-52851987 gross revenues: $50,000 OCT 16-18 Risk Retention Act Conference for Effective Cost Control m Washington, co- MeGee &Co, 100 Peachtree St NW, Atlanta,

total, 100% from unbundled property Year founded: 1985 in Washington, DC, sponsored by the National sponsored by the Washington Business Group on Ga 30303, 404-577-7450
loss control consulting and engi- Risk Retention Assn, $295 for NRRA members, Health's Institute for Rehabilltation & Disabil-

neering Services provided: Frequent fire $200 for additional registrants from member ity Manugement and Thomas L Jacobs & Asso- OCT 18 Insurance Industry Seminar The
prevention inspections, hazard lden- companies, $375 for non-members NRRA, 3299 clates, $300 for WBGH members, $300 for non- View From the Top m Los Angeles, $100 AlsoPrincipal officers: Frank J Szy-

manski tification, fire pump, dry pipe valve K St NW, Seventh Floor, Washington, DC member: Institute for Rehabilitation & Disabil- Oct 19 m New York City, Oct. 20 m Chicago
trip and flow tests, occasional build_ 20007, 202-965-7510 tty Man agement, 102 Irving St NW, and Oct 21 w Atlanta Jeanne Saffer, Coopers

i
Washington, D C 20010, 202-877-1196 &Lybrand, 212-536-2210ing plan reviews, loss prevention

T publications, loss prevention re- OCT 17 Health Care Cost Management se-
minar in Long Beach, Calif, sponsored by the OCT 17-18 Annual Statistical/Data Quality OCT. 19 Ocean Marine Insurance course insearch, client training, plant and
Government Finance Officers Assn , $150 for Conference in Chicago, sponsored by the Insur- New York City, sponsored by The College of In-crew firefighter training GFOA members, $200 for non-members Rose- ance Serviees Office Inc , $390 for ISO members, surance, $195 for college sponsors, $245 for

Staff: One staff member with PE mary Buckley, Government Finance Officers $500 for on-members Also Oct 31-Nov 1 in non-sponsors The College of Insurance, 1 Insur-Tiller Consulting Group Inc. and SFPE designations Assn , 180 N Michigan Ave, Suite 800, Chicago, New York City Sal Aurora, Manager-Statistical ance Plaza, 101 Murray St, New York, N Y
2833 N Geyer Road, St Louis, Mo Clients: Five total clients, 40% Ill 60601, 312-977-9700 Divisior, Insurance Services Office Inc , 160 10007, 212-962-4111
63131, 314-567-7480 with gross revenues less than $200 Water St , New York, N Y 10038, 212-487-5150

million, 40% with $200 million-$500 OCT 17 Confronting the Complexities of OCT 19-21 Structuring HMO Drug Benefit
Section 89 Non-discrimination Rules for OCT 17-18 Managing the Costs of Health Programs conference in Atlanta, sponsored byYear founded: 1982 million, 20% with $500 million-$1 Welfare Plans seminar in New York City, Care and Employee Benefits conference in the Group Health Assn of America Inc, $550Services provided: Frequent haz- billion sponsored by the International Foundation of Green Bdy Wis, sponsored by Wisconsin Manu- for GHAA members, $650 for non-members

ard identification, occasional plant Specialties: Wood products 1ndus- Employee Benefit Plans, $185 for IFEBP mem- facturer. & Commerce, $150 Teresa Lemens, Registrar, GHAA, 1129 20th St NW, Suite 600,
security inspections, building plan try and paper plants bers, $210 for non-members Also Oct 18 in Wiscons.n Manufacturers & Commerce, P O Washington, D C 20036, 202-778-3228

1987 gross revenues: $30,000 Chicago and Oct 19 In Los 4ngeles Interna- Box 352, Madison Wis 53701reviews, loss prevention publications,
loss prevention research, client train_ total, 100% from unbundled property tional Foundation of Employee Benefit Plans, OCT 20 The Insurance Information Insti-

ing, environmental loss control ser_ loss control consulting and engi- P O Box 69, Brookfield, Wis 53008-0069, 414- OCT. 16 Loss Control for Cranes, Motor tute's 13th Annual Research Seminar in New
786-6700 Truck Cargo and Innovations in Roliotics York City, co-sponsored with the National Assn

vices neering
seminar in Atlanta, sponsored by the Southeast of Insurance Brokers, $145 Carlet Incontro, In-

Staff: Two total staff members, Principal officers: John W Wil- OCT 17-18 Second Annual National Dis- Advisory Committee of the Inland Marine Un- surance Information Institute, 110 William St,
professional designations held by hams, propnetor ability Management Conference. Strategies derwrite-s Assn, $45 W David Smith, Wm H Continued on next page
staff include two ARMs, one ASCE,
one FCAS, one CPCU

Clients: Not reported
1987 gross revenues: Not re-

ported
Principal officers: Margaret W

Tiller, president, Michael H Tiller,
principal 1 DJI L -4 'C\/ 'Dlk 0<1 '<

LAY_CXU LI

U 08 LklIZik.J

ElI©11*I13
United States

Associates Inc.

4035 Tulane Ave , New Orleans, La
70119, 504-488-6662

Year founded. 1960

Services provided: Frequent fire
I - ti'

prevention inspections, plant secu-
rity inspections, hazard identifica-
tion, building plan reviews, loss pre-
vention publications, loss prevention
research, client training, fleet safety

pionalsllIZ hoelerinAs,SE, Csp
*d. fewv

*Al.'

-r¥eqpe\\at_
Staff: 22 total staff members, 18 en-*sossifig i8 / r\G

%4257 3*:Fsf %;..
and PE designations

Clients: Total clients not reported, 6 .GASdo\CrtH Ins-Aadedit#a ergat, Is doL "keay na/)ccurm=*fa sAeraerg +
20% with gross revenues less than
$200 million, 20% with $200 million- con u _*
$500 million, 60% with $500 million-
$1 billion Arn

1987 gross revenues: Not re- A.Egu'47*ported, 85% from unbundled prop-
erty loss control consulting and en-
gineering, 15% from other services

Principal officers: Jake J DiMag- A short-term claims-made Due occurrence-form coverage
gio, Patrick Villemarette, J C Frantz, asbestos liability policy (with no sunset clause) is the
David Munson and Philip Millacon

effectively provides no only real solution to the long-

W coverage because it's term risk of asbestos liability.
no longer in effect when Today's asbestos abatement proJects
it's needed. will be covered by ERIC's occurrence-

Scott Wetzel Services Inc. Asbestos diseases don't manifest form liability insurance for decades into
500 Pacific Ave, Suite 700,

themselves for years after the term of a the future. To date, ERIC has Insured over
Bremerton, Wash 98310,

1,500 proJects representing more than206-479-0200 claims-made policy. According to OSHA
data, deaths from asbestos first appear $250 million in revenue. With asbestos

Year founded: 1941
12 years after asbestos exposure, and laboratories around the country, we're

Services provided: Frequent fire
prevention inspections, plant secu- only 5% will have occurred after 25 specialists in the asbestos industry so
rity inspections, hazard identifica- compare our strengths:years. Claims-made policies only offertion, loss prevention publications, • Up to $5 million per project limits
loss prevention research, client train- coverage for a few years, never 25 years

· Occurrence coverage for realing, safety program development, oc- and longer when the coverage Is really
cupational health program assis- needed. protection
tance, OSHA and state compliance · Best rated A reinsurance/Lloyds ofsurveys, occasional building plan re- Claims-made...Risky insurance for the
views, industrial hygiene and as- Londoninsured" and risky for the agent who
bestos management, accident investi- • Available nationally through
gations knows it really offers no effective

independent agentsStaff: 335 total staff members, coverage
nine professionals assigned to prop- + Extensive asbestos experience -I.
erty loss control consulting/engi-
neering, in'cluding three CSPs, three When you're ready to sell risk insurance (instead of risky insurance) I.

PEs, one CHCM for asbestos liability, contact: Connie Riddell, VP Underwriting,Clients: 107 total clients, 80% with
ERIC, 4643 South Ulster Street Parkway, S,utes1450, Denve4*toradoi4 71' rgross revenues less than $200 million,

15% with $200 million-$500 million, 80237, toll-free (800) 999-2904 or (303) 741-29041-- 4%-e' ;44*4*al/.*k ri--
4% with $500 million-$1 billion, 1% 4

with $1 bilhon-$3 5 billion *li
Specialties: Municipalities, 1

healthcare, retail trade, construction
and manufacturing

.:Branch offices: Chicago, Orange 1,5Zf
and Concord, Calif, Dallas, Denver, * , , , 2 1- ..f;*, , UL,Yr , r , S .

- ERI6
Salt Lake City, Seattle and Spokane, I 204- . ..
Wash , Portland, Ore ENVIRONMENTAL RISK INSURANCE COMPANY

1987 gross revenues: Not re-
ported

A Risk Retention Group
ERIC is a subsidiary of Environmental Safety Systems, a publicly traded company

Principal officers: John Harrold,
president/chief executive officer, Ro-
bert Spratt, executive vp, Terry Neal, WE'VE REAUY GOT YOU COVERED OVER mil LONG RUN
executive vp-finance, Warren Zim-
merman, vp-corporate services, Vic-
tor Teti, vp-information systems
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595-3225 phia, co-sponsored by the Independent Insur-

Datebook ance Agents of Philadelphia and Suburbs, the

OCT. 24-26 Industrial Hygiene Sampling Insurance Society of Philadelphia, The Philadel-
Strategies cou-se m Los Angeles, sgonsored b, phia Chapter of the Society of Chartered Prop-
the University )f Southern Ca ifornia, Institute erty & Casualty Underwriters and the Delaware

Continued from previous page of Safety and Sistems Management, $460 Insti- Valley chapter of the Risk & Insurance Manage-
New York, N Y 10038, 212-669-9200 tu.e of Safely and Systems Management, Pro- ment Society, $45 Philly I-Day, 737 Public Led-

fewional Programs, 3500 S Figueroa St, Suite ger Building, Philadelphia, Pa 19106
FILE CREATION COMPUTER DATA EXPERT WITNESS OCT. 20-21. Municipal Ltability. Money 202. Los Angeles, Calif 90(07. 213-743-6523

GENERATION LOCATION Damages for Municipal Activities and Regu-
OCT 26-27 Risk Retention Groups-What

lations course in Chicago, sponsored by the OCT 24-27 Loss Control Management course
Makes Them Workg seminar in Washington,

American Law Institute-American Bar Assr in Calgary, Alt erta, sponsorec by tie Interna-
D C, sponsored by Tillinghast, a division ofCommittee on Continuing Professto,al Educa- tic,nal Loss Control Institute, $625 50 for ILCI
Towers, Perrin, Forster & Crosby Inc , $500

tion, $3'5 Registrar, ALI-ABA, 4025 Chestnut members, $695 for non-members Pat Bennett,
Conference Director, Tillinghast/TPF&C, Finan-

St, Philadelphia, Pa 19104, 800-253 6397, 215- International Loss Control Institute, PO Bor
cial Center, 695 E Main St, Suite 600, Stam-

243-166. within Pennsylvania 345, Loganville Ga 30249, 404-466-2208
ford, Conn 06901-2138, 203-326-5400

OCT. 20-21. Advanced Safety Management OCT 24-27 Insurer Solvenc, Assessment se-
seminar in Salt Lake City, sponsored by Crga- m.nar in Londcn, sponsored b> Inswance & Re- OCT 26-27 Accounting for Income Taxes
nizational Safety Services, $285, 52-0 eacb fer Insurance Res•*arch GroLp Ltd , 595 pounds Insurance Company Implementation se-
three or more attendees from the s:me organiza- ($334) plus VAT Caroline Atkanson, Insurance minar in New York City, sponsored by Execu-

tion Also Nov 21-22 in Herndon, la Organim- & Reinsurance Research Group Ltd, Bridge tive Enterpnses Inc , $990, $895 for each addi-
SETTLEMENT tional Safety Service, 11831 Rotht try Drlie, Hoise, 181 Queen Victoria St , London, England tional registrant from the same organization

LOSS & EXPENSE CASE MONITORING Richmor d, Va 23236, 804-794-0691 EC*V 4DD, phone 01-236-2175, fax 01-489 Executive Enterprises Inc, 22 W 2lst St, New

RESERVES CALCULATION 14E7 York, NY 10010-6904, 800-831-8333, 212-645-
7880 within New YorkOCT 20-21 Hospital Law. A Program for

Attorneys, Physicians, Insurers and Risk OCT. 24-28 Accredited Safety Auditor
.

Managers in Chicago, sponsored by -he Defense calrse in Atlanta, sponsored by the Interna- OCT 27 Questions on the CGI, and CP Po-
Research Institute $370 for DRI trembers, $335 tional Loss Control Inst tute, $750 for ILCI liciesg Ask the Claims Department workshop
for non-members Defense Resea-n Institu-e, membeIs, $950 for non-members Fat Bennet, in Elmhurst, Ill, sponsored by The Society of

750 N Lake Shore Dnve, Suite 50(, Chicago, 111 International Loss Control Institute, P O Box Chartered Property & Casualty Underwriters,

60611, 312-944-0575 34:, Loganville, Ga 30249 404-466-2208 $130 for Society of CPCU members, $160 for

non-members Mari Jennings, Professional Ser-

OCT 20-21. Managing Intergc vernmental OCT 24-28 Developing and Managing a vices Coordinator, Society of Chartered Prop-

INVESTIGATION 1-1
Pools seminar in San Diego, sponscred br the Basic Safety and Health Program course in erty & Casualty Underwnter·s, Kahler Hall, 720

Z
Public Risk Management Assn , $175 for PRIMA Long Grove, Ill , sponsored by:he National Loss Providence Road, CB#9, Malvern, Pa 19355.
members, $275 for non-members rublic Risk Control Service Corp , $75) National Loss Cor- 215-251-2741

Management Assn, 1120 G St NW,Suite 400, tro Service Corp , K-3, Long Grove 111 60046-
Washington, D C 20005, 202-626-6650 0(15 OCT 27-28 Developing and Managing a

Medical Surveillance Program course m Los
NEGOTIATION DEFENSE COUNSE OCT. 20-22. Key Decision Points for HY[Os OCT 25 Making Your EAP More Effective Angeles, sponsored by the University of South-

SELECTIO conferer ce in Seattle, sponsored by the Groip seminar in Richmond, Va, sponsored by Health ern California, Institute of Safety and Systems

Health Usn of Amenca Inc, $450 for G-IAA Management Corp , $35 Heslth Managemer t Management, $300 Institute of Safety and Sys-
members, $550 for non-members Registrar, Corp, PO Box 26016, Richnond, Va 23260, tems Management, Professional Programs, 3500
GHAA, 1129 20th St NW, Suite 60(., Washing- 8(4-342-4084 S Figueroa St, Suite 202, Los Angeles, Calif
ton, D C 20036, 202-778-3228 90007, 213-743-6523

OCT 25 Risk Management and Safety Tech-
OCT 27-28 Health and Welfare BenefitOCT. 21. Effective Administration of nork- mques for Prblic Agency Recreation Pro-

ers Compensation Cases conference in Non, grams, School Playgrounds, Parks and Fact- Plans seminar m Washington, DC, sponsored
€6 Mich, sz)onsored by the Michigan Self-Insurers' titles seminar in Sacramento, Calif, sponsored by the American Bar Assn , $450 for ABA mem-

Assn , before Oct 14 $60 for MSL; members, by Risk Management Seminars, $150 Also Oct bers, $475 for non-members, $275 for govern-
r: a f $85 for non-members, after Oct 14 $70 tor 26 m Pleasantin, Calif Risk Management Se_ ment employees American Bar Assn. Division
ef#

efeMore
MSIA members, $95 for non-memters Mlchigan nunars, PO Box 1601, Sono-na, Calif 95476. for Professional Education, Dept N 1513,750 N
Self-Insurers' Assn, % Karman- Proc ues 1601, 415-943-1556 Lake Shore Dnve, Chicago, Ill 60611,3 12-988-

Corp , PO Box 126, Wyandotte, Mich 43192, 6200

313-282-3776 OCT. 25 Directors and Officers Liability
¥7.: if workshop in Indianapolis, spoisorec by the So- OCT 27-29. Asbestos Trial Techniques andhanMaster

OCT 21. Claim Management '88 seminar In clety of Chartered Property & Casualty Ur _ Asbestos Medicine seminar in Miami, spon-
New Ycrk City, sponsored by Intra-orp, 3123 derwnters. $130 for Socie-y o CPCU members, sored by the Defense Research Institute Inc,

<f Investigators. Intracorp, 701 Westchester Ave, Suite 3)5W, $-60 for non-members Also Nov 9 m Bostcn $410 for DRI members, $435 for non-members

White Plains, N Y 10604, 914-328-0035 and Dec. 6 in Stamford, Con, Mart Jennings, Defense Research Institute, 750 N Lake Shore

P-ofessional Services Coordnator, Society of Drive, Suite 500, Chicago, Ill 60611, 312-944-
0575OCT. 23-26 The Society of Actuaries and Ciartered Property & Casua ty Underwriters,

r a American Academy of Actuaries Annual Kahler Hall, 720 Providence Road, 33#9, Mal-
Meeting in Boston, $250 for FSA ASA and vern, Pa 19355, 215-251-2741 OCT 30-Nov 3 43rd Annual National Assn

t
Ifyou're self-insured by choice MAAA members, $265 for CAPP, CAS, CIA, of Independent Insurers Meeting in Boston,

Amenc:n Statistical Assn and 13(.1 actzanal OCT 25-26 Quantitative Techniques fc r $250 for NAII members, $350 for subscribers

or a victim of the insurance industry's club members, $125 for retired SOA members, Risk Management seminar m Washington, and guests, $100 for spouses National Assn of
$300 for others Society of Actuanes, PO Bcx D 2, sponsored by Tillir gh:st, a division of Independent Insurers, 333 N Michigan Ave ,

capacity crunch - take heart! Country- 71293, Chicago, 111 60694 Tiwers, Pemr, Forster & Crosby, $750 Also Suite 1600, Chicago, Ill 60601, 312-782-2958
Nov 16-17 in Marina Del Rey, Calif Conference

wide doesn'tjust investigate product OCT 23-28. First World Congress on Rask Di-ector, Tllhnghast/TPF&C 722 Post Road, OCT 31 Reinsurance Practice seminar in
and Insurance Management in Brisbane, Aus- Danen, Conn 06820, 203-655-9791 London, sponsored by Insurance & Reinsurance

liability claims; we manage them. tralm, co-sponsored by the International Fxle-- Research Group Ltd , 725 pounds ($1,211) plus
ation of Risk & Insurance Management Associa- OCT 25-26 Inside Superfund ccnference n VAT Caroline Atkinson, Insurance & Reinsur-

It's much like being backed by tions and the Australian Risk & Insuraree Arlington, Va, co-sponscred by Inside EPA's ance Research Group Ltd, Bridge House. 181
Management Assn , $700 Austral ar ($540 or Sigerfund Report and Rick P anagement Tech- Queen Victoria St, London, England EC4V

a major insurance company or a fully IFRIMA members, $750 Australian ($586) or no-ogies .ne , 5650 Inside EPA Weekly Repoit, 4DD, phone 01-236-2175, fax 01-489-1487
non-members, $420 Australian ($328} ler PO Box 7167, Ben Franklm Statioi, Washing-

staffed in-house claims department. spouses'guests Risk & Insurance >anagement tan,DC 2004; 703-892-8504 800-424-9068 OCT 31-NOV 1 The Property-Casualty Re
insurance Accounting course m New YorkCongress Secretariat, PO Box 431, Toowcng

(Except it costs far less.) QLD 4( 66 Australia, phone 07-' 7--7900 fa< OCT. 25-26. Second Annual lillmots and Re- City, sponsored by Executive Enterpnses Inc.
07-371-4876 glen V Environmental Regulation Confer- $990, $895 for each additional registrant from

Our professional claims people have ence in Chicago, sponsored oy the Cahforn,a the same organization Executive Enterprises
OCT 24-25 Annual American Assn. of Insur- Business Law Institute, 595 Cali omia Bum- Inc, 22 W 2lst St, New York, N Y 10010-6904,

a minimum of 10 years' experience.We ance Services conference in St Lous,$250 for ness Law Ins itute, Dept E PO Bor 3727, 800-831-8333, 212-645-7880 within New York
first regstrant, $175 for each addit onal regls- Santa Mcnica, Calif 90405,213-450-0500

set up the file, reserve for loss and OCT 31-NOV 1 Environmental Insurancetrant from the same organizat or, $13) Jr

spouses Amencan Assn of Insurance Serncis, OCT. 26 Philly 1-Day Insurance '89-Elect Litigation Institute m Chicago, sponsored by

expense, provide computer data, inves- 1335 S York Road, Bensenvdle, Il 30106,3.2- to Serve the Public coifeence n Philadel- Contznued on next page

tigate, recommend defense counsel,
locate expert witnesses, monitor your
case with monthly reports. and, if
necessary, negotiate. Thogy -

We also help arrange structured
settlements when necessary However,
we're not settlement oriented. Our

main goal is to defend the integrity
ofyour product.

AND FACULTATIVE
Please write down our

phone number and use
.

it.We'll help you defend i
your product in more i REINSURANCE.
ways than one.

Countrywide WORLDWIDE. 
Sernces

Comoration
INTERMEDIARIES, INC

Specializing in product 1117 Perimcter Center WiXN-500
Atl.inta, Georgia 303 -£8

liability claims management. ( 404) 392-9541
11933 Westline Drive. St. Louis. MO 63146, 314/878-3306 Otlici  in .\11.ult.1 (111£.lgo i).L||.IN 11.litt<}RI I BA,igile, \'in 'tork Phil,idi'113111.1
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Continued from previous page Research Group Ltd, Bridge House, 181 Queen utive Enterpnses Inc, $995 for first registrant, 01-236-2175, fax 01-489-1487 Atlanta, sponsored by the Risk & Insurance

Executive Enterpnses Inc , $990, $895 for each Victor a St, London, England EC4V 4DD, $895 for each additional registrant from the Management Society Inc, $595 for RIMS mem-

additional registrant from the same organiza- phone 01-236-2175, fax 01-489-1487 same organization Executive Enterprises Inc, NOV. 15 The Second Annual International bers, $695 for non-members Risk & Insurance

tion Also Dec 12-13 m New York City Execu- 22 W 21st St, New York, N Y 10010-6904, 800- Reinsurance Forum. Reinsurance Security, Management Society Inc , 205 E 42nd St ,

live Enterpnses Inc, 22 W 2 lst St, New York, NOV 10-11. Occupational Health Nursing 831-8333, 212-645-7880 within New York Solvency and Insolvency in Hamilton, Ber- Suite 1504, New York, N Y 10017, 212-286-

NY 10010-6904, 800-831-8333, 212-645-7880 Principles and Certification Review course muda, co-sponsored by Hawksmere Ltd and 9292

within New York in San Rafael, Calif, sponsored by Fireman's NOV. 14-17. Eighth Annual Construction In- Coopers & Lybrand, $600 for Bermuda resi-
Fund Risk Management Services Inc's Occupa- surance Conference m Dallas, sponsored by dents, $650 for non-Bermuda residents, 360 NOV 21-22 Reinsurance Accounting Work-

OCT 31-NOV. 2. Conference of Actuaries in tional Health Consulting & Ergonomics divi- the International Risk Management Institute pounds ($601) for U K residents Hawksmere shop in London, sponsored by Insurance & Re-
Public Practice's 39th Annual Meeting m sion, $295 Also Dec 1-2 m Schaumburg, Ill, Inc, $630, $235 for Nov 14 only, $498 for Nov Ltd , 12-18 Grosvenor Gardens, London, En- insurance Research Group Ltd , $380 pounds

San Francisco, $495 for CAPP members, $595 Jan 12-13 m Atlanta, Feb. 9-10 in Torrance, 15-17 only International Risk Management In- gland SW1W ODH, 01-824-8257 ($635) plus VAT Joy Bambrough, Insurance &

for non-members, $75 for spouses/guests Con- Calif , Feb. 23-24 in Denver, March 9-10 m stitute, 12222 Ment Dnve, Suite 1660, Dallas, Reinsurance Research Group Ltd, Bridge

ference of Actuanes in Public Practice, 475 N Cambndge, Mass, and March 30-31 m Arling- Texas 75251-2217, 214-960-7693 NOV 16-17 3rd Annual Employers Council House, 181 Queen Victoria St, London, England

Martingdale Road, Schaumburg, Ill 60973 ton, Va Annette B Haag, Director, Occupa- on Flexible Compensation Conference in EC4V 4DD, phone 01-236-2175, fax 01-489-
tional Health Consulting, Fireman's Fund Risk NOV. 14-18. Fundamentals of Industrial Hy- Boston, $535 for ECFC members, $585 for non- 1487

OCT 31-NOV 2 Intermediate Employee Management Services Inc, PO Box 777, No- glene Monitoring Course in Long Grove, Ill, members Sarah Fleming, Employers Council on

Benefits Management course in Brookfield, vato, Calif 94998-9002, 415-899-2423 sponsored by National Loss Control Service Flexible Compensation, 927 15th St NW, Suite The Datebook ts compiled from notices sent to
Corp , $500 National Loss Control Service 1000, Washington, D C 20005, 202-659-4300 Business Insurance Nonces should be sent at

Wis, sponsored by the International Foundation
of Employee Benefit Plans, $540 Registration NOV 11-12 Non-profit Sector Risk & Insur- Corp, K-3, Long Grove, Ill 60049-0075 least eight weeks m advance to Datebook, Bus:-

Department, International Foundation of Em_ ance Forum in Chicago, sponsored by the Non- NOV 16-18 Workshops for a New Age of Re- ness Ins„rance, 740 N Rush St, Chicago, W

ployee Benefit Plans, 18700 W Bluemound profit Sector Rlsk & Insurance Task Force, $70 NOV 14-18 Practical Risk Management tirement Planning in New York City, spon- 60611-2590 Please include the pnce, d any, of
Road, P 0 Box 69, Brookfield, Wis 53008-0069, Man Cnspin, University of Nebraska College of course in London, sponsored by the Insurance & sored by Retirement Advisors, $495 Retirement the meeting and Information on registration for
414-786-6700 Law, 402-472-1258 Reinsurance Research Group Ltd , 725 pounds Advisors, 919 Third Ave, New York, N Y 10022, :nterested readers Bus:ness insurance reserves

($1,211) Joy Bambrough, Insurance & Reinsur- 212-421-2400 the nght to select meetings of most interest tolts

NOV 1 CAOHC Approved Recertification NOV 14-16 Environmental Regulation ance Research Group Lta, Bridge House: 181 readers and cannot guarantee that notices will

Course in Occupational Hearing Conserva- course in Washington, DC, sponsored by Exec- Queen Victori St, London, EC4V 4DD, phone NOV. 16-18 Claims Management course in be pnnted
tion m Milwaukee, sponsored by Impact Hear- ·
ing Conservation Inc , $150 Also Dec. 1 in

Kansas City, Mo Impact Heanng Conservation
Inc, 406 W 34lh Sl, Suite 400, Kansas City, Mo

64111,800-346-2139,816-531-4848

NOV. 2-4. CAOHC Approved Training

Course in Hearing Conservation in Milwau-
kee, sponsored by Impact Hearing Conservation
Inc , $325 Impact Hearing Conservation Inc,
406 W 34th St, Suite 400, Kansas City, Mo CIC: Industry's sir#e source for all your64111,800-346-2139,816-531-4848

NOV. 2-4. Public Risk Management Assn
Government Risk Management Seminar in
Washington,DC, $350 for PRIMA members, employee Denefit and
$295 for additional PRIMA member from same

organization, $400 for non-members, $345 for

additional non-member from same organization risk management systems.Public Risk Management Assn, 1120 G St

N W, Suite 400, Washington, D C 20005,202-
626-4650

NOV. 3 Designing and Administering Pen-

sion Plans to Meet the New Regulatory Re-
quirements satellite conference nationwide,

D

sponsored by the American Law Institute-

Amencan Bar Assn Committee on Continuing
Professional Education, $135,$200 for video-

tape of conference For locations and registra-
lion information contact Registrar, ALI-ABA, ..rn
4025 Chestnut St, Philadelphia, Pa 19104, 800-

253-6397, 215-243-1661 within Pennsylvania

NOV 3-4 Financial Analysis For Risk Man-

agement seminar m Atlanta, sponsored by The
College of Insurance, $595 for College of Insur-

6*

ance sponsors and Insurance Services Office Inc
members, $695 for non-sponsors and non-mem-
bers of ISO Also Dec 8-9 in San Francisco The

College of Insurance, 1 Insurance Plaza, 101

Murray St, New York, N Y 10007, 212-962-

4111, extension 201 13* A D
D

"14
NOV. 34 Reinsurance Disputes and Arbt-

f='L.-tration coune in San Francisco, sponsored by
The College of Insurance, $595 for college spon- A.

sors, $695 for non-sponsors, less $100 for subse-
quent registrants from the same organization
The College of Insurance, l Insurance Plaza, 101
Murray St, New York, N Y 10007, 212-962-
4111

-

NOV 4 FOJP Service Corp.'s Sixth Annual
Conference on Medical Malpractice Insur-
ance Issues in New York City, $215 for non-

4

44- 4
»

t ----il

FOJPmembers FOJPService Corp, 130 E 59th
St, New York, N Y 10022, 212-891-0700

NOV 5 How to Handle Workers Compen-
sation Medical Bills and Liens seminar m

Universal City, Calif, sponsored by The Work-
ers Compensation Co , $225, 10% discount for Choose individual modules or a fully-integrated system. objective Our focus is on cost reduction
two or more persons from the same organiza-
tion Workers Compensation Institute, P O Box With CIC's ability to integrate your employee benefit

CIC is the only source offenng the choices you need We
11448, Glendale, Calif 91206, 818-247-8224 and nsk management systems, you'll have a better picture

provide workers' compensation, group medical; property,
NOV 8-10 1988 Casualty Actuarial Society

of what your claims administration costs really are Youll
casualty and general liability, and nsk management modules

Fall Meeting m Montreal, $250 for members of see who's filing claims, why your premiums may be
Choose one or two modules and add others later as yourthe An*ncan Academy of Actuaries, $300 for increasing and what you can do about it

non-members of the AAA Kathy Spicer, Ca- needs expand. or get them all m one eastly administered, The result') You'll enjoy the two-fold advantage of
sualty Actuanal Society, 1 Penn Plaza, 250 W fully integrated system In fact, we're the only company in the
34th St, New York, N Y 10019, 212-560-1901 reducing costs and improving claims service to your

industry that offers a fully mtegrated system Industry's most employees.
NOV 9 Electronic Networks In Insurance sophisticated firms are moving toward consolidating rtsk
seminar in London, sponsored by Insurance & management and employee benefit claims administration
Reinsurance Research Group Ltd , $190 pounds Increased management visibility.
($317) plus VAT Caroline Allunson, Insurance systems to obtain a general overview.
& Reinsurance Research Group Ltd, Bridge Management at many of the countryk Fortune 1000
House, 181 Queen Victoria St, London, England Increased productivity and better employee services.
EC4V 4DD, phone 01-236-2175, fax 01-489-

companies is discovenng that CIC's fully integrated system
1487 Each of our modules is rlch m innovative and advanced gives them an unprecedented degree of visiblhty and direct,

features Productivity is further enhanced by our ability to immediate control. Control not only with regard to their
NOV 9 Controlling Your Workers' Compen-
sation Costs workshop m Chicago, sponsored handle several claims simultaneously in an easy and flexible own internal claims administration procedures, but also
by the Illinois State Chamber of Commerce, manner

with regard to those who deliver the services.
$100 for ISCC members, $150 for non-members In other words, CIC gives management the unique
Also Nov 15 m Springfield ISCC, 20 N Day-to-day claims admimstration functions can be
Wacker Dnve, Chicago, Ill 60606-3083,312- automated on three of the four CIC modules. workers' ability to measure camer and service providers'
372-7373 compensation on GenComp, general habtlity on GenPac and performance.
NOV 9-10 Managing Risk Communications general medical on GenMed Our fourth module, GenRisk,
seminar in Baltimore, sponsored by E I du Pont provides easy access to data from all CIC modules for review, New standards of service and support.
de Nemours & Co, $925, $795 each for two or analysis and decision-making. It also serves as a central data
more registrants from same company Also Dec From our Hotline Support Service and Customer
1-2 m Wilmington, Del, Jan. 25-26 m New Or- storage system whether your claims processing is done in- Response Center to the CIC Training Institute and Certified
leans, Feb 15-16 in Denver, March 30-31 in house, by an insurance company or a TPA User Program, we're dedicated to setting new standards ofHouston, and April 26-27 in Philadelphia Du And because our system frees up the adJusters' time to
Pont, Room X51430, P O Box 4500, Greenville, customer service, support and satisfaction
Del 19807, 800-532-7233, 302-999-6982 within manage cases on an individual basis, your employees will For further information on how CIC can help you
Delaware enjoy more personalized attention to their concerns, quicker reduce costs while achieving complete control of your nsk
NOV 9-10 Illinois Captive Conference The settlements and improved morale and benefit insurance programs, call us today
Domicile of Choice in Chicago, sponsored by Caliornia Interactive Computing, Inc.,
the Tillinghast division of Towea, Pemn, For- More control over costs.
ster & Crosby, $50 for Basics of Captives se- 8550 Balboa Boulevard, Suite 180, SINGLE A
minar, $550 for Illinois Captive Conference "Cost containment" is an industry catch-phrase these days Northndge, CA 91325-3599,
Conference Director, Tillinghast/TPF&C, Finan- But at CIC, we don't believe cost containment is a sufficient (818) 895-5500 SOURCE *P
cial Centre, Suite 600, 695 E Main St, Stam-

ford, Conn 06901-2138, 203-326-5400  MULTIPLE
NOV 10 Expert Systems seminar in Landon,

CHOICE
sponsored by Insurance & Reinsurance Research
Group Ltd, $190 pounds ($317) plus VAT
Caroline Atkinson, Insurance & Reinsurance
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Self-insurers winning regulatory battles
By MICHAEL BRADFORD

PHOENIX, Ariz.-Employers that
self-insure their health care benefit
plans have fared well against at-
tempts at increased federal regula-
tion but continue to face pressures on
several fronts, warns the Washington
counsel for the Self-Insurance Insti-
tute of America.

-A lot of political pressure was
exerted in the nation's capital by cer-
tain groups whose objectives were to
impose regulatory control over self-
insurance, particularly in the group
health area," during the past year,
said George J. Pantos, the SIIA's
counsel and a partner in the Wash-
ington law firm of Vedder, Price,
Kaufman, Kammholz & Day.

But, efforts in Washington to
amend provisions of the Employee
Retirement Income Security Act dur-
ing the past year to allow state regu-
lation of self-insured benefit plans
have been fruitless, Mr. Pantos
pointed out during a luncheon at the
SIIA's Eighth Annual Conference,
held in Phoenix Sept. 27-30.

"The proponents of these views call
it a leveling of the playing field with
insured plans," he remarked. "This
effort never really got off the ground
this year because of certain legisla-
tive priorities in other areas that
emerged.

"Subsequently, we saw a push to
amend the ERISA pre-emption pro-
visions on a different tack: this time,
to amend the act to exempt insured
plans from regulation by the states so

that they enjoyed the same status en
joyed by self-insurance. Again, this
was termed 'evening the playing
field. '.

No action was taken on that ef-
fort either, Mr. Pantos noted.

Mr. Pantos then rattled off a list
of health care-related issues on
which Congress focused this year,
which he said reflects several con-
cerns that

have emerged
in recent years
regarding
self-insured yz
programs. Those issues
include the

landmark expansion of the federal
Medicare program; the Section 89
non-discrimination tests for welfare
plans; mandated benefits; risk pools
for the uninsured; amendments to the
Consolidated Omnibus Budget Rec-
onciliation Act of 1985 that would
allow COBRA beneficiaries to be co-
vered simultaneously under two dif-
ferent employers' health care plans;
and retiree health care and long-term
care health insurance, "to name a
few," Mr. Pantos said.

Congress' increased attention to
those issues reflects four concerns,
he said.

"First, the huge budget deficit fo-
cused attention on fringe benefits as
a major source of tax revenue reduc-
tion. This is due to the revenue loss
because of the tax deductibility of
benefit costs. In other word5, the
search for tax revenue losers, if you

will, has led Congress 111 the direction
of employee benefits."

And, in its increasing scrutiny of
employee benefits, Congress has de-
ve.oped a perception that benefits
represent a tax dodge that particu-
larly serves higher-paid workers, Mr.
Pantos said. "This provides a ratio-
nale for passage of Section 89-type
legislation, which provides for com-
parable benefits for higher- and
lower-paid employees."

A third congressional concern is
that health care must be made avail-
able to millions of Americans that
have no or inadequate insurance, ac-
cording to Mr. Pantos.

The lack of health care insurance
for many Americans "has developed
into a major national issue that has
driven the search for a solution
through federal legislation," Mr.
Pantos said. "And this accounts for
the emergence in Washington of the
newest M word: 'mandatory.' "

The fourth concern is that the pri-
vate health care system must shoul-
der a greater burden of the national
health care bill, Mr. Pantos observed.
The concern is reflected in proposals
to shift some of the cost for retiree
health care fronn federal to private
programs, he pointed out.

"Taken together, all of these con-
cerns have influenced recent actions
which have made benefits a happy
hunting ground for Congress," Mr.
Pantos said. "More and more, we see
evidence of government seeking to
dictate the terms of private health
plans. This reflects. .the national,
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congressional urge to legislate, to
thrust the government more and
more into the private, voluntary
health care system."

Mr. Pantos said that Congress is
becoming increasingly concerned
about the potential funding shortfalls
of employer-sponsored health care
benefits for retirees, an issue he
termed as alarming.

He cited a recent report by the
General Accounting Office that says
private employers' liability for health
care benefits for active and future re-
tirees may total as much as $402
billion.

"For plans in existence today, GAO
estimates annual benefit payments

grow to $25 billion in the year 2008,"
Mr. Pantos said.

"Legislators are beginning to look
to ways of providing a stronger pri-
vate sector financial base for retiree
health benefit plans. And it's not be-
yond the scope of possibility that
some form of mandatory pre-funding
of retiree benefit schemes will
emerge."

The current practice by employ-
ers to promise retiree benefits with
little or no advance funding of those
benefits "represents a ticking time
bomb in Washington and one which
will be of utmost, high priority in
1989," Mr. Pantos predicted. I

SlIA conference draws 700
PHOENIX, Ariz.-About 700 attendees sought refuge from the 98-de-

gree Arizona heat in two downtown Phoenix hotels late last month as the
Self-Insurance Institute of America held its Eighth Annual EducationalConference.

Conference participants-and apparently most people in downtown
Phoenix-were content to stay indoors during the event. Those who regis-
tered for the conference, which was held Sept. 27-30, rarely forayed out-
side during the day except to walk to meetings in the neighboring Hyatt
Regeney and Sheraton hotels.

The chilly, air-conditioned ballroom of the Sheraton was the site
for general sessions that covered a range of topics.

The economy got top billing on the first day of the conference, with NBC
News Correspondent Irving R. Levine kicking off the day's speeches. Mr.
Levine was followed by Edward Guay, CIGNA Corp.'s chief economist.

Institute members then heard the SIIA's Washington counsel discuss
legislative challenges facing the self-insurance industry during a lun-
cheon speech (see related story), after which they scattered for workshops
at the Hyatt Regency Hotel next door.

Two days of afternoon workshops were categorized as basic, interme-
diate and advanced discussions of self-insurance topics.

The second day of general sessions featured Stephen F. Coady, president
and chief executive officer of Dallas-based Health Economics Corp. (see
story, page 23) and Richard Shaw, second vp of Genesis UnderwritingManagement Corp. in New York,

The social agenda for the conference included an evening trip to
Rawhide, a replica of an Old West town. After arriving in air-condi-
tioned motorcoaches, SIIA Chairman James W. Duff and President Steven
P. Stucky were promptly arrested by the Rawhide marshall and impri-
soned while conference attendees snapped photographs.

They were released unharmed, but hungry.
More information on the SIIA is available at P.O. Box 15466, Santa

Ana, Calif. 92705; 714-261-2553.
-By Michael Bradford
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Aging public driving health care costs up
By MICHAEL BRADFORD Programs are available to plot Mr Coady noted that "another "See, you find a lot of attention Coady

the likely amount of health care an critical variable out there is 'what these days on plan documents and "I think the day is coming in the
PHOENIX, Ariz -The aging of aging workforce will use, he said happens to the Medicare pro- summary plan documents, with not-too-distant future when people

the U S population will continue There are a couple of critical gram?' " very little promulgation of what will do claims processing almost
to drive up health care costs, while variables that employers will have He warned that "if you have any you used to hear, statements such for free as a mechanism to col-
employers struggle to fund their to consider when implementing the expectation of the government de- as 'If you retire from this com- lect the information," Mr Coady
retiree health care benefits, an ex- FASB requirements, Mr Coady creasing its current commitment to pany, we'11 take care of you for life, continued
pen predicts said the retiree population," that as- etc / " Mr Coady said Mr Coady predicted that "the

"If you think (the cost of health Current drafts of the FASB regu- sumption also has to be consid- "Frankly, there's not enough value of the information regarding
care in America iS) bad now, Just lations call for companies to show ered money being made by most large where and how and why we're
wait a while," said Stephen F in a footnote on financial state- Mr Coady pointed out that com- companies to accommodate those paying health care is going to be-
Coady, president and CEO of Dal- ments the effect of a 1% variation panies have begun changing their sort of promises," he added come so critical to the manage-
las-based third-party administra- in their assumption of health care retiree health care benefit philoso- Health care cost management in- ment of this liability that we're
tor Health Economics Corp inflation in the calculation of re- phies because of the large habili- creasingly is depending on "data- going to find a fascination on the

"There is no way that health care tiree health care liabilities ties that are looming dependent" approaches, said Mr analytical side of our business "-

is going to become less expensive,
simply because of the inevitable ' 4612VEL

aging of the population and the in-
crease of utilization associated

.
.

1 ;X&:1*;with" that, Mr Coady warned

Eighth Annual National Educa-

I

Speaking before a group at the .6 , : iN C

4

. 4
KES

tional Conference of the Self-In-

surance Institute of America held e.- 3 41 2,-
7 .

Sept 27-30 in Phoenix, Mr Coady
-said the relationship between age

and utilization is often "poorly ap- ..bl. 143<&23.Z.' 'fE.*. I
preciated "

He said lt lS evident that health
./

maintenance organizations skim
the healthy workers from an em-
ployer's workforce, with older em- ..f*'
ployees participating in indemnity A 1

plans E.A.

"If any managed-care plan con-
centrates its marketing techniques
on extracting these younger em-
ployees, the self-insured (indem-

1
1

It has come to light
4

4

that health care costs

are increasing with

the age of workers, 1111111111
.

Mr. Coady says.
L

-
f ,YF

nity) plan is left typically with a
smaller, sicker, older population," I -

Mr Coady pointed out
"And that older population is an

extremely important considera-
tion," he continued Ir'

1-The median age of workers at
most companies is currently just
under 40, Mr Coady pointed out,
and the median age in the United
States is around 33 "

And, Mr Coady continued, at a . , 96.
-t '

time when a large percentage of
the American workforce is heading Al rr-

' Into its 40s, most companies have %

grossly underestimated their fund-
- I

ing obligations for retiree health -

care benefits f r

But proposed accounting regula- 16
6.,

tions are making employers sit up -r,-r 1111

and take notice, according to Mr .

Coady .

"One of the interesting chal-

lenges coming up in the next sev-
I eral years will be the accommoda-
I tion of the new FASB Z

requirements," he said

Those Financial Accounting
Standards Board rules, which are .

expected to be released soon, will
force companies to report retiree
health care liabilities on their bal- i

Meetthe Bonnie
ance sheets

"You're going to have to show
what the expected liability lS and
fund for that liability," he ob-

1 served andC]yde of the 80A.
Mr Coady said employers have

underestimated the magnitude of
those future liabilities because They hold advanced degrees, not tommyguns. But just becaustoday's criminals"for years we've assumed there's a

linear relationship between the age are clean-cut and more difficult to identify doesn't mean they won't rob your business blind.
' of the population and its health

care cost " That's why people rely on Honesty Insurance from FA-T) to protect their businesses
But it has now come to light that from the damaging, even crippling losses, today's white-collar felons can inflict.

health care costs are increasing

I with the age of workers Find out why F&D's Honesty Insurance is The I B.
Not only do older people use

more health care services, he your best policy. Just ask your agent or broker or write: [0
pointed out, but their care is gen- A. Macdonald Rees, Marketing, RO. Box1227, Baltimore,
erally more expensive

Mr Coady told his audience that Maryland 21203. ositames
adhering to the FASB rules can be
accomplished on a "soul)ed-up mi- .m-

crocomputer " I-I mp-
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Workers comp cost controls
stop expenses from spiraling

By MICHAEL BRADFORD

PHOENIX, Ariz.-Employers
that are not using the latest t€ch-
niques to control workers comfen-
sation costs are in danger of seeing
those costs spiral out of control,
workers comp experts say.

Among cost-containment mea-
sures growing in popularity are es-
tablishing a workers comp medical
data base, auditing health care
bills, providing injured employees
a lightened workload to bring them
back to work as soon as possible
and arranging structured settle-
ments.

"If you have a workers comp
program that doesn't have some of
these new programs in it, I would
say you are falling ever further be-
hind," said Gordon Clemons, se-

nior vp of Fortis Corp., an Irvine,
Calif.-based medical rehabilitation

and cost-containment service.

Some cost control programs that
"were originally designed for
group health have migrated quite
well over into workers comp," he
observed.

"I think it's safe to say that there
is a lot going on in workers cimp
that is new," Mr. Clemons said
during the panel discussion,
"Techniques for Controlling
Worker's Compensation Claim

Solutions

We have them!

Specializing in professional liability and group benefit programs for
groups, organizations and associations,

we offer innovative solutions and unique programs
to meet your insurance needs.

I Professional Risk Management Services. Inc.
1444 Eye Street, MW

Suite 1100

Washington, DC 20005

Jeffrey Carrington, Vice President - 202/682-3800

Costs," at the Eighth Annual Na-
tional Educational Conference of

the Self-Insurance Institute of

America Inc., held Sept. 27-30 in
Phoenix, Ariz.

Controlling costs is important
because workers compensation

medical expenses are escalating,
said John H. Potter, assistant vp

and national sales manager with
claims administrator Crawford &

Co. of Atlanta.

Mr. Potter quoted statistics gath-
ered by the National Council on
Compensation Insurance that show
medical costs in lost-time workers

comp cases currently account for
around 40% of the total claims

cost, with indemnity payments
making up the remaining 60%.

But, by year-end 1989, the costs
are expected to be about equal, and
eventually medical costs may even
exceed indemnity payments, he
said.

Mr. Clemons noted that in an ef-

fort to control workers comp costs,
several large employers are estab-
lishing workers comp health care
claims data bases to more objec-
tively pinpoint the causes of work-
place injuries.

"Certainly, you can get much
more directed input back into a
safety program if you're really re-

viewing a good data base," Mr.
Clemons said.

"Without that, you find that you
tend to get adjusters or employers
who have had a bad experience
with a back or a bad experience
with a fracture, and that biases

their view of where they ought to
spend their preventive dollars.

"When you have a data base, you
can become much more objective
and take a real true, full look at

where the costs are coming from."
Mr. Clemons also noted that

more employers also are analyzing
employees' medical bills to deter-
mine, among other things, how
they should intervene in a claim.

The analysis often provides
"flags for early intervention, for

instance. You really want to get in-
volved with the very severe injuries
very early on and provide a cost-
effective means of making sure
that the treatment goes in the right
direction on those high-cost
cases," Mr. Clemons said.

Mr. Potter also recommended au-

diting medical bills to ensure that

provider charges are correct.
"Provider bill audits have come

in vogue" in states where they are
allowed, Mr. Potter agreed.

But, he warned, "in doing a pro-
vider bill audit, it is not only im-
portant to match the particular
treatment to the fee schedule, but

it's also important to conduct a
utilization review. Is the treatment

that is being provided to that par-
ticular person associated with a
compensable injury, and is the fre-
quency and duration of the amount
of treatment appropriate to that
particular compensable injury?"

"We are moving to a time when
you send all of the medical bills to
a vendor for incorporation into a
data base," Mr. Clemons said.

"This allows there to be a very
medically oriented data base built
that is in addition to the claims

data."

One technique that is often over-

looked in reducing lost work time
and indemnity payments to work-
ers comp claimants is getting in-

jured employees back to work as
soon as possible by providing them
a lighter workload, Mr. Potter
said.

He pointed out that "significant

money can be saved by employers
through the institution of a light-
duty, return-to-work program. It's
never ceased to amaze me how

many employers take on an atti-
tude of 'I'll take the guy back when
he's 100%.' "

Structured settlernents also are

an effective workers comp cost-
cutting technique, according to
Charles A. Conwell, assistant vp in
the claims department at Employ-
ers Reinsurance Corp. in Overland
Park, Kansas.

Structured settlements generally
involve purchasing an annuity that
makes regular payments to a
claimant, Mr. Conwell explained.

The advantage of such a settlement
is that "it reduces the ultimate

cost, and it also eliminates the ad-
ministration of the claim."

"Once that type of settlement is
made, the employee is pretty much
on his own to look after his own

finances," Mr. Conwell said.

"However, there is that degree of
protection in that they don't re-
ceive all of the money in a lump
sum but rather over a period of
years, usually once a month."

The panel discussion was mo-
derated by Sam P. Cannon, chair-
man and chief executive officer of

Management Services Inc., an Oak

Brook, Ill., firm that plans and im-
plements self-insured and insured
programs for companies and asso-
ciations. I
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Alternative market grows in statu re
By MICHAEL BRADFORD

. PHOENIX, Ariz.-The alterna-
tive insurance market has grown to
such stature that it is attracting
increased attention from excess in-
surers and from reinsurers, an ex-
pert points out.

Richard C. Shaw, second vp at
Genesis Underwriting Manage-
ment Co. in New York, a unit of the

General Re

Corp. that
providesin-
surance and
reinsurance

services to

alternative

risk financ-

ing vehicles, noted that businesses
are continuing to accept more risk
in exchangefor greater controlof
their insurance destiny.

Excess insurers and reinsurers,
faced with declining demand for
their products partly because of
the increase in self-funding, would
be foolish to ignore such a large
chunk of potential business, Mr.
Shaw explained in a speech at the
annual conference of the Self-In-
surance Institute of America.

"The excess/reinsurance mar-
ket. . .has exhibited a consistency
of interest over the evolution of the
alternative market," said Mr.
Shaw. "And we have evolved along
the way ourselves."

Excess insurance underwriters,
he pointed out, are holding manag-
ers of self-insured programs to
higher standards of risk manage-
ment than in previous years. "On
the other hand, you probably ex-
pect, rightfully, a more consistent
response from that underwriter."

Mr. Shaw said, "Gone are the
days when a haphazard approach
to self-insurance would be met by
an equally glib response from the
excess market. Even as you have
developed standards of evaluation
fronn your peer group, so have the
excess/reinsurance underwriters

tightened up the evaluation pro-
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cess to better select those relation-

ships which will survive.
"A part of my charge today was

to predict the future, particularly
with reference to the excess/rein-

surance market for self-insureds,"
Mr. Shaw acknowledged. "Even
allowing for the vagaries of the
marketplace, the softening of
which appears to be evoking
images of 1982, I can't help but be-
lieve the future is bright for those
self-insureds which have long-
term objectives for increased ca-
pacity and greater control of their
cost of risk."

Mr. Shaw added: "The equation
is pretty straightforward. A better
risk is reflected by the manage-
ment thereof, which is the stan-
dard of measure for the excess un-

derwriter. Isee a greater
commitment to the alternative

Reinsurers have an

'interest over the

evolution of the

alternative market,'

says Richard C. Shaw.

market by the long-term excess fa-
cility based upon our perception
that that market is actually made
up of better risks, more motivated,
more knowledgeable, more aware
of their exposures to loss and
therefore better able to control
those losses."

The market for excess coverage,
he told the group- ':is going in your
direction."

Reinsurance underwriters are

forced to look to the alternative

market for business in part be-
cause of bleak forecasts for rein-
surers in the traditional market,
Mr. Shaw remarked.

"Consider that the Reinsurance
Assn. of America's results for the
largest part of the reinsurance
market display only one year with
an industry combined ratio under
100% in the last 10. And the aver-

age for those 10 (years) is over
110%," he pointed out.

"Moreover, the prospects in that
arena are in question," said Mr.
Shaw. "The traditional market is

retaining more of the layers for-
merly ceded and in the right spots,
I might add."

There are signs that things eould
get worse for reinsurers before
they get better, Mr. Shaw noted.

"If we believe the reports from

Monaco. . .we will continue to lose

volume rather than join in the rate
discounting of the primary com-
panies," he said, referring to com-
ments made at the recent Rendez-

Vous de Septembre in Monte Carlo
(BI, Sept. 19)

Mr. Shaw said reinsurers con-
tinue to deal with an "unsettled

legal environment" that often re-
writes contracts to create coverage
where none was intended and re-
wards accident victims rather than

indemnifying them.
"Latent injury considerations

and environmental liabilities are

not eased by tort reform," he said.
Reinsurers, Mr. Shaw pointed

out, will be paying more taxes be-
cause of tax law changes passed in
1986. "And the ultimate impact of
that change mandates a certain
price increase just to stay even." •
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Mental health benefits are too important to 19 3 17leave to chance. And too complex to buy hit
or miss.

In the struggle to find a balance between
helping a troubled employee and controlling
benefit costs, you need up-to-the-minute
facts to help you buy the right services.
Efficient, quality services.

Now there is a new booklet designed to help
you provide good psychiatric treatment for
your employees and their families. It's called
Ensuring Good Psychiatric Benejits.

Experts specifically look at the emerging
issues of case management and managed
care. With detailed check lists for reviewing
psychiatric case management services, an
exploration of the components of quality
care, and updates on recent benefit trends,
this is a book you'll want to request today.

National Association of

Private Psychiatric Hospitals

BUY RIGHT

Yes! I want to en-

sure good psychiatric

benefits for my employees.
Send me a copy of your latest booklet.

Name

Company

Address

City/State/Zip

Send to:

National Association of

Private Psychiatric Hospitals
1319 F Street, NW, #1000

Washington, DC 20004



New Aetna unit offe rs unbundled services
A new unit of Hartford, Conn.-

based Aetna Life & Casualty Co.
will provide unbundled insurance-
related services to self-insured

companies, risk retention groups
and pools.

The new company, Axia Services
Inc., will offer a wide range of ser-
vices, including claims administra-
tion, loss control engineering and
consulting.

Axia-which is the ancient

Greek word for value and worth-

will be operational by January
1989.

"Axia will be a full-service com-

pany providing the same quality
support services that Aetna has al-
ways provided, but without the as-
sociated risk transfer," explained
Robert V. Toppi, president of Axia
Previously, Mr. Tcppi was vp-com-
mercial insurance operations for
Aetna's Western region.

"Traditionally, an account re-
ceives these services in conjunction
with insurance coverage," Mr
Toppi noted. "However, the growth
of self-insurance and other alter-

natives has created the need for

professional claim, engineering.
consulting and related services
that are unbundled from risk

transfer."

Among the claims-related ser-
vices Axia plans to offer are inves-
tigation, evaluation, negotiation,
medical cost control, regulatory
reporting, litigation case manage-
ment and subrogation.

The loss control services that the

company's safety engineers plan to
provide include industrial hygiene

and occupational health, environ-
mental health, analytical labora-
tory testing, safety training, fire
protection, fleet safety and product
loss control.

Consulting services will include
actuar.al analysis and valuation,
engineering, risk management in-
formation systems and training
and education.

For more information, contact

Mr. Toppi, Axia Services Inc., 410
Capitol Ave., Hartford, Conn.
06156; 203-273-0123.

Markets

Financial institutions

Three U.S. insurance brokerages
have created units targeting finan-
cial institutions and services in-
dustries.

Chicago-based Rollins Burdick
Hunter Inc has established a sub-

sidiary that exclusively will ar-
range insurance programs for all
types of financial institutions na-
tionwide.

The new unit Rollins Financial

Services Co., consists of Scar-

borough & Co. and Bankers Insur-
ance Service Corp.-two operating
units of RBH-and Rollins Finan-

cial Brokers Inc:., a newly created
unit of RBH financial institution
specialists.

Scarborough & Co. arranges in-
surance and provides insurance-
related services to savings institu-
tions and commercial banks.
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Among the insurance programs ar-

ranged by Scarborough are bank-
ers blanket bonds, directors and

officers liability insurance, prop-
erty/casualty insurance, trust op-
erations insurance and employee
benefits programs.

Bankers Insurance Service Corp.

focuses on the mortgage banking
community, as well as other seg-
ments of the financial institutions

marketplace. Bankers Insurance

places bankers bonds, errors and
omissions coverage, mortgage im-
pairment insurance, directors and
officers liability coverage, insur-
ance agents errors and omissions

coverage and other coverages to
the mortgage banking industry.

"Although newly created, Rol-

lins Financial Brokers Inc. repre-
sents an extension of the original

concept of Rollins Wrightson Co.,'
said Frank Beranek, president of
Rollins Financial Services. Pre-

viously, Mr. Beranek was president
of Scarborough & Co.

Rollins Wrightson was a joint
venture that RBH and London-

based Stewart Wrightson Holdings
P.L.C. established in the early
1980s. That relationship was ter-
minated following the acquisition
of Stewart Wrightson by Willis
Faber Dumas Ltd. last year.

"The Rollins Financial Brokers'

team is especially well-placed to
draw upon all of Aon's resources in

. realizing that objective," said Mr.
Beranek, referring to Aon Corp.,
RBH's parent company.

The creation of Rollins Financial

Services Co. immediately creates
"the nation's second-largest bro-
ker/producer of financial institu-
ton insurance-related business,"

said Michael Rice, senior vp of
RBH and chairman of the newly
formed subsidiary.

"More importantly, it enables us
to prepare for tremendous growth
opportunities in responding to the
considerable problems facing fi-
nancial institutions in the 19905,"
Mr. Rice said.

For more information contact

Mr. Beranek at Rollins Financial

Services Co. 123 N. Wacker Drive,

Chicago, Ill. 60606; 312-701-4000.

In addition, Briarcliff Manor,
N.Y.-based Frank B. Hall & Co.

Inc, has formed a Financial Insti-

tutions Department specializing in
arranging in bankers blanket

bonds, D&0 coverage, E&0 cover-
age and other coverages for large
financial institutions.

The new department will be
based in New York and headed by
Executive Vp Charles M. Mulle and
Senior Vp James Maher.

Prior to his recent appointment
at Hall, Mr. Mulle was responsible
for the production and marketing
of financial institution clients at

Rollins Wrightson for four years.
Mr. Maher also comes to Hall

from Rollins Wrightson, where he
was the company's marketing
manager for bonds and related
lines of insurance.

The Financial Institutions De-

partment is located at Wall Street
Plaza, New York, N.Y., 10005; 212-
952-1200.

Meanwhile, Houston-based bro-
kerage Energy Insurance Interna-
tional is forming a financial ser-
vices department.

The new department will place
insurance for directors and officers

liability, general partners liability,
financial errors and omissions, fi-
duciary liability, commercial
crime, kidnap and ransom and fi-
nancial institutions blanket bonds.

The new department will be run
by Vps Mary C. Jones and Thomas
L. Nygren, who were previously
vps at Alexander & Alexander Ser-
vices Inc. in Houston.

For more information contact

Mr. Dawley at Energy Insurance
International, P.O. Box 36429,
Houston, Texas, 77236-6429; 713-
783-6640.

Jardine unit expands
Jardine Emett & Chandler Penn-

sylvania Inc. has formed a new di-
vision specializing in placing in-
surance for health care

professionals.

The new Philadelphia-based di-
vision, Jardine HealthCare Ser-

vices, will design, implement and
manage liability programs, includ-
ing self-insurance programs and
alternative risk financing pro-
grams.

The division also performs risk

ADMIRAL
INSURANCE COMPANY

1255 Caldwell Road

Cherry Hill, New Jersey 08034

purchasing group feasibility and
design studies and risk manage-
ment/quality assurance consulting
and research.

Tom Gaudiosi, president of the
new division, comes to Jardine
with 12 years risk management

consulting experience in connee-
tion with physicians, hospitals and
other health care facilities. Most

recently, Mr. Gaudiosi was a senior
vp at Glenn, Nyhan & Associates, a
San Francisco-based insurance

brokerage.
Jardine HealthCare Services is

located at 1800 John F. Kennedy
Blvd., Philadelphia, Pa. 19103;
215-587-1200.

St. Louis PPO expands
Northwestern National Life In-

surance Co. of Minneapolis has
begun offering its St. Louis group
health insurance customers the op-
tion of joining St. Louis Preferred
Care, a preferred provider organi-
zation.

Through a joint marketing ar-
rangement, Northwestern National
Life will be able to offer another

product to its customers and St.
Louis Preferred Care will be able

to take advantage of Northwestern
National Life's expanded market-
ing capabilities.

Currently, 800 physicians serve
more than 6,000 subscribers to St.
Louis Preferred Care PPO.

For more information contact

Carol Hosmer, executive director

St. Louis Preferred Care, 5615
Pershing, Suite 20, St. Louis, Mo.
63112; 314-361-2900.

RFC reorganizes
RFC Intermediaries Inc. of At-

lanta has reorganized its manage-
ment structure.

RFC, the reinsurance brokerage
subsidiary of The St. Paul Cos. Inc.
of St. Paul, Minn., will now report
to Minet Reinsurance Brokers Ltd.,

also a unit of St. Paul. Previously,
RFC reported directly to St. Paul
COS.

The change in management
structure results from St. Paul's

acquisition of Minet earlier this
year (BI, Feb. 8, Feb. 1, Dec. 14,
1987).

Continued on next Page
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Continued from previous page
RFC maintains nine branch of-

fices throughout the United States
For more information contact

Nancy Lawton, RFC Interme-
diaries Inc., 1117 Perimeter Center

West, Suite N-500, Atlanta, Ga.
30338; 404-392-3708.

EBI consolidates

The workers compensation in-
surance division of New York-

based Orion Capital Corp., led by
Employee Benefits Insurance Co.
of San Jose, Calif., has formed a
new Eastern division in Itasca, Ill.

EBI formed the new division by
consolidating its Eastern, Midwes-
tern and Southwestern field divi-

sions. The new Eastern Division

will serve as the headquarters for
the workers compensation offices
in Illinois, Indiana, Missouri, Wis-

consin, Texas, Pennsylvania and
Connecticut.

In 1987, EBI reported $85.1 mil-
lion in net written premiums in

these states. Total net written pre-
miums for the Orion group of com-
panies last year exceeded $442 mil-
lion.

"A consolidation of these three

field divisions will help us achieve
a new efficiency and profitability
in the workers compensation
arena," explained Robert B. San-
born, president of Orion Capital.

The Eastern Division will be

headed by President Larry D. Hol-
len, a senior vp of Orion Capital.

For more information contact

Ellen R. Musante, Orion Group, 9
Farm Springs Drive, Farmington,
Conn., 06032; 203-674-6750.

Recruiting firm
Richard Meyers, formerly execu-

tive vp and principal with Logic
Associates, a New York-based re-

cruitment firm, has opened his own
recruiting firm specializing in
placing risk management person-
nel nationwide.

The new executive search firm,

Richard Meyers & Associates Inc.,
also helps place safely, loss pre-
vention, fire protection, claims
management, employee benefits
and pension personnel.

The company began operations
on Sept. 26.

Richard Meyers & Associates
Inc. is located at 573 Springfield
Ave., Summit, N.J. 07901; 201-
522-9444.

Medical joint venture
Republic RSB Cos. Inc. and Re-

source Information Management
Systems Inc., both of Naperville,
Ill., and Miami-based John Alden
Risk Management Services have
formed a company to provide em-
ployers with one-stop shopping for
claims payment software packages,
medical cost management services
and stop-loss insurance.

The basic strength of the new
company, Re-FOCUS, "lies in the
concept of relieving insurers and
TPAs of time-consuming shopping
excursions to locate the most cost-

efficient programs," said Richard
E. Mandel, president and chief ex-
ecutive officer of Republic-RSB
COS.

Republic provides a full range of
medical cost management services
ranging from inpatient and outpa-
tient utilization review through
hospital bill auditing under the
Re-FOCUS program.

Its utilization review services are

integrated with Resource Informa-
tion's state-of-the-art software

package that focuses on claims re-
imbursement methods designed to
guard against duplicate payments.

Stop-loss reinsurance is placed
by John Alden Risk Management

Services, a division of John Alden
Life Insurance Co., which special-
izes in providing stop-loss insur-
ance products.

For more information contact

Pat Campola, John Alden Risk
Management Services, P.O. Box

52-7750, Miami, Fla. 33152-9938;
305-263-8632.

Group benefits unit
Fountain Valley, Calif.-based

Pacific Mutual Life Insurance Co.

has spun-off its group benefits op-
erations into a separate company,

The new company, PM Group

Life Insurance Co., will give Pa-
cific Mutual more flexibility in
competing in the group benefits in-
surance market, according to
Harry Bubb, Pacific Mutual's
chairman and chief executive offi-

cer.

The PM Group, which is licensed
in 27 states, offers a variety of

group benefit plans including flex-
ible benefits packages and pre-
ferred provider organizations.

G.W. (Kim) Kimmerle has been

appointed chairman and chief ex-
ecutive officer of PM Group Life,
and William L. Ferris has been ap-
pointed president and chief
operating officer. Previously, both

held similar positions in Pacific
Mutual's employee benefits divi-
SIOn.

All employees from Pacific Mu-

tual s group operations have been
transferred to PM Group Life.

"Other than a new name for the

carrier, there will be no effect on
clients. contracts or coverages.'
Mr Ferris explained. ''Full cover-
age will continue, with no inter-

rul:tion of benefits, no new waiting
periods and no new deductibles :o
satisfy. Accounting and experience
rating practices will also remain
unchanged."

For more information contact

1\Ir. Ferris or Mr. Kimmerle at the

PM Group Life Insurance Co.,
17360 Brookhurst St , Fountain
Valley, Calif. 92708.

Self-insurance trust

The Florida Insurance Depart-
ment has approved a self-insur-
ance trust designed by and for the
state's practicing physicians.

a
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The SPL Self-Insuren.2 Trust

Fund was developed by Alexander
& Alexander Serv.ces Inc_ and

Florida doctors, wno nare been

paying high medical malpractice
insurance premiums as 2 restilt of
large jury awards in :he state (BI.
July 13,1987).

The trust already has almost 100
member physicians, each :Df which
is required to contribute a $2,500
initial capitalization fec. said Bill
Traurig, A&A account exec·utive.

The trust is operated :hrough a
physician-controlled b,ard of
trustees that will screen members

as well as set underwriting guide-
lines.

Although he would not reveal the

amount of capital raised sc Ear, Mr.
Traurig said the minimum slate re-
quirement of $1.5 milhon has
nearly been achieved

Claims-made coverage limits of

up to $1 million will be avai-able to
participants of the trust. v,·ho will
retain the first $250.000 Df each

exposure and reinsure the remain-

l

der.

Physicians' premiums will vary
based on their practice class and
their liability limits. Physicians
are categorized by five classes,
from Class 1, which are general
practitioners, to Class 5, which are
neurosurgeons.

Other variables include the

amount of tail coverage required,

up to a maximum of five years;
whether or not the physician is af-
filiated with a hospital; and the
Florida county in which the phys-
ician practices-rates are higher
fo: the more populous Dade and
Broward counties, for example.

A&A initially approached the
physicians last year with a plan to
institute the medical malpractice
insurance program, which is based
on a similar trust program the bro-

kerage administered for anesthesi-
olcgists in the state four years ago.

Mr. Traurig hopes that physic-
ians will join the trust at a rate of
301} to 500 new members per year.

Continued on next page
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Continued from previous page

Mergers/acquisitions
Fort Wayne, Ind.-based Lincolni

National Life Insurance Co. has
acquired the HealthPlus HMO, a
health maintenance organization
in Indianapolis that serves 35,000
subscribers.

Lincoln National Life also has
signed a letter of intent to acquire
Peak Health Care Inc. of Colo-

rado Springs, Colo., from United
HealthCare Corp. of Minnetonka.
Minn., for $37 million in cash. Lin-
coln National also will transfer tc
United HealthCare its 49% 01

Share Nebraska, a health mainte-
nance organizaticn jointly owned
by Lincoln National and United
HealthCare.

Arthur J. Gallagher & Co., the
nation's eighth-largest brokerage.
has acquired Braniff & Braniff
Inc., a Houston brokerage.

Richmond, Va.-based Hilb,
Rogal & Hamilton Co., the na-
tion's 12th-largest broker, has sold
Hilb, Rogal & Hamilton Co. of
Goldsboro Inc. in North Carolina
to the East Coast Federal Sav-

ings Bank. HRH also has acquired
Maher Springer Insurance
Agency Inc. of Dallas, SIR-CO of
Richmond, Va., and Jones, Hill &
Mercer Inc. of Savannah, Ga.

Jardine Emett & Chandler
New England Inc. in Boston has
acquired Dietrich Insurance
Agency of Boston.

William M. Mercer Campbell
Cook & Knight Pty. Ltd., the
Australian subsidiary of William
M. Mercer Inc., has acquired Busi-

Markets

ness Compensation Australia
Pty. Ltd.

Name changes
HealthWin HMO Inc. has

changed its name to Lincoln Na-
tional Health Plan Inc. The

health maintenance organization
has more 1,000 physicians in its
provider network, which serves
7,000 subscribers in Washington,
D.C, and Baltimore.

New offices
The Stamford, Conn., office of

TPF&C, the benefits and actuarial
consulting division of Towers, Per-
rin, Forster & Crosby Inc., and the
Darien, Conn., office of Tillingh-
ast, the risk management consult-
ing division of Towers, Perrin,
Forster and Crosby, have relocated
to Financial Center, Suite 600,695
E. Main St., Stamford, Conn.,
06901-2138; 203-326-5400.

TPF&C also has opened a new
office in Milan, Italy at Corso
Sempione 77, 2[ 149, Milano, Italy;
39-2-349-0347 or 39-2-349-6398.

Tower Associates Ltd., a risk
management and insurance con-
sulting firm, has opened an office
at 1520 Locust St., Philadelphia,
Pa. 19102; 215-735-6622.

Health Risk Management Inc.
of Minneapolis opened an office at
621 Shrewsbury Ave., Shrewsbury,
N.J. 0;701; 201-758-9049.

TCS Insurance Services has
opened a new branch at 1215 W.
Imperial Highway, Suite 202, Brea,
Calif., 92621; 714-680-8376. I
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Litigation over ERAS losses
to be heard by London court

By CAROLYN ALDRED
London

LONDON The first round of liti-

gation stemming from a loss-plagued
London-based environmental im-

pairment liability reinsuran2e facility
is due to start trial today in London's
High Court.

EIL insurance policies reinsured by
the facility-known as the ERAS
pool-already have produced morE
than $70 million in claims and 9
spate of lawsuits (BI, Dec. 7, 1987)

West German reinsurers Bavaman
Reinsurance Co., Zurich R€insurance
Co. and Alpina Reinsurance Co. are
claiming unspecified damages for
breach of contract and duty Erom the
program's former manager. Environ-
mental Risk Assessment Ser;dce (In-
ternational) Ltd.; the manager's for-
mer parent, Clarkson Pickle Group
Ltd.; and Lloyd's of London broker
Bain Clarkson Ltd.

The trial is expected to take about
eight weeks, said a court spokesman.

The trial will be watched closely
by others that participated on the
program's excess layers or as retro-
cessionaires of Paris-based Socie:e

Commerciale de Reassurance, which
led the facility. Most of the program's
partic:pants, including SCOR, have
filed lawsuits against ERAS and
Clarkson Puckle. Some participants
also named SCOR as a defendant.

Oil rig safety
The British Department of En-
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In Military operations the Reconnaissance patrol gathers
intelligence so that Risk cant be accessed. Then appropriate
action is taken in order to avoid/control/eliminate the Risk.

In Industry, several highly effective Risk Managers use
MLC consultants in a similar manner.

Please contact us lo discuss our approach to Property
Loss Control.

fT»ad LossControl
Specializing in HPR Engineering, Insurance Services, Fire Brigades, Thermographics

Courthouse Plaza N.E. Dayton, Ohio 45463

Contact: Walt Luker, Sr. VP & Manager

513-436-7200

ergy has issued an immediate
safety checklist to oil and gas com-
panies operating in the North Sea
following the July Piper Alpha rig
explosion, which killed 167 people
and caused about $1.5 billion in
losses (BI, July 11).

The checklist was issued Sept. 29
in a letter sent to the U.K. Offshore

Operators Assn., the British Rig
Owners' Assn. and the Interna-

tional Assn. of Drilling Contrac-
tors.

The checklist was accompanied
by an interim technical report on
the Piper Alpha tragedy prepared
by the Department of Energy's
safety inspectorate.

Jim Petrie, the department's
director of safety, identified six
areas companies should examine:

• That existing systems are ade-
quate to ensure all supervisory
staff are aware of all maintenance
work that is in progress on a rig,
and that systems "include physical
securing of valves and switches to
isolate relevant components."

Investigators probing the Piper
Alpha tragedy believe the explo-
sion may have been caused by a
breakdown in communications
when a safety valve was removed
for repair. Evidence suggests that
the night shift operators were un-
aware that the valve had been re-
moved, the investigators say.

• The automatic initiation of

firefighting systems. "To minimize
the results of any fire, it is neces-
sary that fire water be supplied
without delay. Companies should
therefore review the operation of
fire pumps," the letter states.

The Piper Alpha "fire pumps did
not start automatically because
they were on manual control," ac-
cording to the interim report.

• The operability of life rafts.
''It is essential that life rafts

should be capable of being
launched and inflated with the
minimum effort," according to Mr.
Petrie.

According to the interim report,
the two inflatable life rafts

launched from the Piper Alpha
failed to inflate.

• Evacuation routes. "Com-

panies should assess the adequacy
of routes from accommodation and
muster points to survival craft,"
Mr. Petrie says in the letter.

• Emergency systems. "Com-
panies should reassess the ability
of their emergency control systems
to survive accidents," he notes.

• Venting of explosions. He ad-
vises reassessment of the adequacy
of venting to minimize damage in
the event of explosions.

An official public inquiry into
the Piper Alpha disaster is sche-
duled to begin in Aberdeen, Scot-
land, Nov. 11.

Stop-loss coverage
London-based mutual insurance

club manager Charles Taylor & Co.
is conducting an "urgent study to
assess the practical viability" of
the formation of a new mutual in-
surer that would write stop-loss
insurance for members of Lloyd's
of London.

Many Lloyd's members carry
stop-loss cover, which limits their
liability on underwriting losses
they may sustain through their
membership in Lloyd's syndicates.
Most of the stop-loss protection it-
self is underwritten by a small
number of Lloyd's syndicates.

However, "there has been con-
cern for some time within Lloyd's
circles at the limited availability,
extent and high cost of stop-loss
cover available to members of
Lloyd's," according to a statement
from Charles Taylor.

In addition, several underwriters
currently are reconsidering their
involvement in the stop-loss mar-
ket, according to John Rowe, a
Charles Taylor director.

Charles Taylor already has held
preliminary discussions with the
British Department of Trade and
Industry and the Assn. of Lloyd's
Members regarding the proposed
mutual insurance club. I

STRUCTURED
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By ALISON KITTRELL

The relationship between public
entities and risk pooling began as a
marriage of convenience, but it ap-
parently has blossomed into true
love, a new study concludes.

While many public entities first
turned to intergovernmental risk
pools when commercial insurance
coverage became unaffordable or un-
available, governments are finding
new reasons to turn to pooling even
in a soft commercial insurance mar-
ket, the study says.

"Unquestionably, local government
pooling is the most significant public
risk management phenomenon of the
1980s," says Peter C. Young, author
of "Risk Pooling: Scope and Practices
1987-88."

"Governmental entities of all forms

are organizing into various types of
'joint loss control' or 'joint financing'
mechanisms, and the story of their
problems and successes is an impor-
tant one," says Mr. Young, a profes-
sor in the College of Business at St.
Cloud State University in St. Cloud,
Minn.

The study, conducted for the
Washington-based Public Risk Man-
agement Assn., queried 68 public en-
tities nationwide to attempt to tell
the story of those problems and suc-
cesses.

Pool participants not only received
what they were looking for when
they formed the pools-mostly better
coverage at a better price-but they
also received risk management help,
loss control advice and, most impor-
tantly, a more intimate understand-
ing of the risks of public entities, the
study says. As a result, Mr. Young
says, "It is quite possible that their
membership by and large is a clien-
tele 'lost forever' to the commercial
insurance market."

Based on the responses, the sur-
vey concludes that about 200 pools
were operating nationwide in late
1987, and that up to 20,000 local
government entities-or about one-
fourth of all the U.S. local govern-
ments-were pool members.

Another survey released last month
by PRIMA revealed that 39.8% of re-
sponding public entities were pool
members, compared with only 25.1%
of respondents in a 1981 survey con-
ducted by the International City
Management Assn. (BI, Sept. 19).

Most of the pool participants are
small entities, according to the la-
test PRIMA study.

Pooling activity is influenced by
conditions in the commercial insur-

ance market, the study shows. Pool
"formation seems to have crested
twice: 1979-80 and 1986 (and 1987).

This finding reflects the fact that in-
surance unavailability and unaffor-
dability were important issues during
these periods," Mr. Young says.

Indeed, 60.3% of the respondents
said that one of their principal mo-
tivations for forming a pool was in-
surance unavailability and unaffor-
dability. In addition, 42.6% said they
formed a pool to achieve cost savings
and stability through pooling.

But, 36.8% said they believed
forming a pool would give them bet-
ter control over risks than they could
exert through conventional insur-
ance. Mr. Young explains, "The cited
reasons for this included the effect

of peer pressure to practice loss con-
trol and a more obvious linkage be-
tween loss control and loss costs.

Loss control, the pools argue, must
be clearly and obviously linked with
loss charges (premiums, contribu-
tions and so on) to motivate local
governments to practice loss con-
trol."

Other major motivations for pool-
ing included obtaining better and
more comprehensive coverage, cited
by 10.3%, and poor insurer services,
cited by 8.8%.

The most common type of pool was
the risk-sharing pool, in which local
governments pool risks and funds

and share in loss costs. Some 88.1%
of the respondents said they partici-
pate in a risk-sharing pool. Of these,
74.6% pool primary risks and 50.8%
pool excess risks.

In addition, 53.7% of the respon-
dents participate in a group insur-
ance purchasing pool, in which mem-
bers pool funds to buy commercial
insurance coverage. Of these, 36.1%
purchase primary insurance, 69.4%
buy excess insurance and 13.9% buy
remsurance.

Finally, 43.3% of the respondents
participate in a risk management
pool, in which the pool provides risk
management services for its partici-
pants.

As indicated by these responses,
the pools provide a wide range of
coverages and services for their par-
ticipants. Many-though by no
means all-pools began as a means
of providing workers compensation
coverage for their members, and
71.2% of the respondents to the
PRIMA survey said their pool pro-
vides work comp coverage.

But, as liability insurance prob-
lems for public entities grew dur-
ing the 1980s, so did the number
of pools adding liability coverage. In
the 1987-88 survey, 95.2% of the
pools provided general liability cov-
erage, 89.4% provided auto liability
coverage, 74.2% provided public offi-
cials liability coverage, 54.5% pro-
vided law enforcement professional
liability coverage, 42.4% offered um-
brella liability coverage, 15.2% of-
fered hospital liability coverage, and
many offered more-specialized habil-
ity coverages, such as mass transit li-
ability, liquor legal liability and air-
port liability coverage.

Other types of coverages provided
by the pools included building and
contents, 63.6%; auto property dam-
age, 57.6%; employee dishonesty,
51.5%; crime, 50%; boiler and ma-
chinery, 45.4%; inland marine, 43.9%;
reinsurance, 31.8%; unemployment
compensation, 10.6%; and mass tran-
sit property damage, 10.6%.

And, pools are showing what Mr.
Young calls, "a cautious entry into
the realm of employee benefits."
Some 22.7% pr6vide medical bene-
fits, the same percentage provide
dental benefits, 12.1% provide vision
benefits, 10.6% provide life insur-
ance, 4.5% provide disability benefits
and 3% each provide accidental death
and dismemberment and dependent
life insurance benefits.

Mr. Young says this lack of inter-
est in employee benefits among pools
may be "because employee benefits
have not been subject to unavailabi-
lity pressures, which have been the
real engine of pool formation.

In addition to providing coverage
to members, pools offer a wide vari-
ety of other services, often through a
third-party administrator.

For example, 98.5% of the pools
offer claims adjusting and auditing,
74.5% through a TPA. And, 92.6%
offer risk management and insurance
consulting, 65.1% through a TPA.

Some 85.3% of the pools offer fi-
nancial audits, 85.3% offer legal
counsel, 83.8% offer safety and loss

- control services, 75% offer actuar-
ial audits, 72% offer insurance bro-
kering, 57.3% offer litigation man-
agement and 41.2% offer risk
management information systems.

Apparently, the wide range of ser-
vices and coverages offered by pools
has convinced most public entity pool
members that pooling is not only
cheaper and easier than buying com-
mercial insurance-it is better. A

stunning 92.1% of the respondents
agreed with the statement: "Pools
have, on the whole, done a much bet-
ter job of underwriting and managing
risks than private insurers."

Mr. Young explains, "The most
common response"-cited by 43.1%
of the respondents who believe pools
do a better job-"was that pools were
closer to the risk, they understood it
better and were more sensitive to the

nature of local government and its
effect on risk. Implicit in many of
these comments was a belief that pri-
vate insurers, by comparison, do not
possess the same degree of under-
standing."

In addition, 31% of the respon-
dents mentioned the sense of ow-
nership as a reason pools do a bet-
ter job. "That is, the pools believed
that members took a much more ac-
tive involvement because the costs of
risk (premiums or contributions)
were more clearly associated with
actions, behavions and loss control,"
Mr. Young said.

And, 25.9% said pools were bet-
ter because they were better able to
practice formal loss control and to
control their programs generally.

"No respondents indicated why
they belieyed this to be so, and the
reader is left to speculate," Mr.
Young said.

In other survey findings:
• The majority-75%-of the re-

spondents said their pool was or-
ganized under some form of inter-
governmental cooperative
arrangement, rather than some
other form of organization like a
trust arrangement, non-profit cor-
poration or insurer.

"From these responses, it is clear
that the 'government entity' form
of legal organization is preferred
to an 'insurance entity' form. Per-
haps there is a conscious or sub-
conscious effort to distance pool-
ing from the 'insurance milieul "
Mr. Young said.

• The total amount of premium
contributions paid to the respon-
dents' pools during the most-re-
cent 12-month period was $660.4
million. Some 39.3% of the respon-
dents said their pools' premiums

totaled $1 million to $5 million,
while 26.8% reported annual pre-
miums between $10 million and
$25 million. The smallest annual

premium collected by one of the re-
spondents' pools was $365,000; the
largest was $102.4 million.

• Almost one-third-63.2%-of

the pools have a surplus fund. Most
of these funds are financed at least
partly by allocating a portion of
premium.

• About 72% of the respondents
said their pool allows assessments

PROFESSIONAL

against members during periods of
poor loss experience, and 71% of
those respondents said their pools
allow unlimited assessments. How-

ever, only 22.4% of the respondents
say their pools have actually levied
assessrnents.

Copies of the surve, "Risk Pool-
ing: Scope and Practices 1987-88,"
are available for $25 for PRIMA
members and $40 for non-members
from PRIMA, 1120 G. St. N.W.,
Suite 400, Washington, D.C. 20005.
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Nader to speak at '89 RIMS conference
NEW YORK-Controversial con-

sumer advocate Ralph Nader will
be one of the feature attractions at
the 27th annual Risk & Insurance

Management Society conference,
to be held April 9-14 in Atlanta.

Mr. Nader, who in July released
a report that alleged that Lloyd's
of London was a driving force be-
hind the liability insurance crisis
of the mid-1980s and should be
subject to increased U.S. regula-
tion, will appear at the confer-
ence's special session on Wednes-
day, April 12.

Mr. Nader and a yet-unnamed
member of the insurance industry
will discuss issues affecting risk
managers at the special session,
which will be moderated by Bill
Monroe, former host of NBC-TV's
"Meet the Press."

Besides the special session, the

1

1989 RIMS conference will feature
common interest groups, industry
sessions and conference seminars,
as well as the popular RIMS exhi-
bition hall.

Common interest groups are de-
signed as small workshops in
which participants can discuss
common concerns relating to their
respective fields and industries.
The sessions, introduced at the
1986 RIMS conference in Toronto,
follow a roundtable format with
little formal presentation.

CIGs already scheduled for the
Atlanta conference include:

• Corporate aircraft exposures.
• Advanced international risk

management.

• Minorities in risk manage-
ment.

• New risk managers.
• Part-time risk managers.

The RIMS exhibition,

featuring more than
200 vendors, will be
held at the Atlanta

Merchandise Mart.

• Risk management at small to
medium-sized companies.

• Women in risk management
and benefits.

Industry sessions, a mainstay of
past RIMS conferences, will also be
part of the 1989 program. More
than 35 of these sessions will be

held. Industry sessions allow risk
managers from companies in a par-
ticular industry to discuss solu-
tions to common problems.

For lost souls...

Among the industries for which
sessions are planned are: advertis-
ing; amusement parks; banking;
colleges and universities; drugs,
chemicals and pharmaceuticals;
farm cooperatives; hazardous
waste; hospitals and health care
management; oil, gas and drilling;
publishing, printing and broad-
casting; retailers; and telecommu-
nications.

Subjects of other RIMS confer-
ence seminars include:

• Basics. Sessions will focus on

problems faced by beginning risk
and benefit managers.

• Employee benefits. Sessions
will examine retiree medical bene-

fits; Section 89 non-discrimination
rules; and managed care for mental
health care.

• Finance. Seminars will in-

clude discussions of tax improve-

1

and unfound sources
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ments in the 199Os; the advantages
of risk retention groups; and the
pitfalls of captives that are de-
signed as profit centers.

C General. Seminars will exam-

ine how to get the best from bro-
kers, underwriters and agents; cost
allocation; and electronic spread-
sheets.

• Insurance. Sessions will focus
on 50 common-but often un-

known-coverage gaps; excess lia-
bility insurance programs; and
owner-controlled insurance pro-
grams.

0 International. Seminars will

discuss introductory international
risk management; the export of
U.S. tort laws and practices over-
seas; and the effect of the elimina-
tion of European trade barriers on
the multinational risk manager.

• Legal/legislative. Session will
examine what to do when an ad-

juster rejects a claim; management
of legal costs; and proactive ap-
proaches to nuisance claims.

• Loss Control. One session will
examine "Are your environmental
elephants stampeding?"

• Workers compensation. One of
the seminars will discuss what

steps to take in the first 24 hours
after a worker injury.

The RIMS exhibition hall will be

held at the Atlanta Merchandise
Mart, which is located near all the

ztlon -0
RIMS conference

hotels. More than
200 vendors will

participate in the69
exhibition, at
which the latest

risk management and employee
benefits products and services will
be displayed and demonstrated.

A special exhibition hall recep-
tion will be held between 5-6 p.m.
on Monday, April 10 to welcome all
conference registrants.

Besides Mr. Nader, other fea-
tured speakers at the Atlanta con-
ference include journalist Jack An-
derson, whose ''Washington
Merry-Go-Round" column appears
in newspapers across the country.
Mr. Anderson will speak at a lun-
cheon on Tuesday, April 11.

The luncheon speaker on Thurs-
day, April 13 will be Michael Me-
scon, dean of the college of busi-
ness at Georgia State University in
Atlanta and chairman of The Me-
scon Group, a consulting firm spe-
cializing in creating competitive
advantages through the use of or-
ganization design and develop-
ment.

As usual, the conference will
kick off with a reception benefit-
ting the Robert S. Spencer Memo-
rial Foundation, which provides
scholarships to students of risk
management. This year's reception,
to be held from 7-9 p.m. on Sun-
day, April 9 at the Atlanta Mar-
riott Marquis, will use the 1895
Cotton States Exposition as a
theme.

Registration for the full confer-
ence costs $595 for RIMS members
and $695 for non-members. A par-
tial week registration (Monday
though Wednesday or Wednesday
through Friday) costs $475 for
members and $575 for non-mem-
bers.

These registration fees will in-
crease by $100 after Feb. 10.

In addition, one-day registra-
tions are available for $195 for
members and non-members.

For more information, including
hotel information and a registra-
tion form, contact the RIMS Con-
ference Department/Registration,
205 E. 42nd St., New York, N.Y.
10017;212-286-9292. •



Fight against auto insurance costs proposed
By MARK A. HOFMANN I

CHICAGO-The Kemper Group
is offering to spearhead a national
effort to cut automobile insurance

I costs as a means of restoring public
trust in the property/casualty in-
surance industry.

Gerald L. Maatman, president of
Long Grove, Ill.-based Kemper's
national property/casualty com-
panies, told the 140th annual meet-

ing of the Chi-
cago Board of

1 2 Underwriters
If 1  late last month

, that the insur-

ance industry
must "mount a

\reb coordinated and

assault on the
comprehensive

cost of autorno-

Mr. Maatman bile insurance" if
it wishes to re-

gain consumers' confidence.
Although no efforts will be aimed

solely at the commercial automobile
insurance marketplace, Mr. Maat-

 amsoasitiNf:1:g r=ndoon:Yapiece of the problem" will help all
lines of insurance.

The campaign's emphasis on im-
proving highway safety would ide-
ally reduce the accident frequency
for all vehicles, thus improving the

 prices for insuring commercial as
well as personal automobiles, he
said.

Rapidly increasing automobile in-
surance rates have led consumers
to think insurers are "ripping them
off," Mr. Maatman said. The result
has been a public outcry for in-
creased rate regulation of all lines
ofproperty/casualty insurance.

'We're getting very frustrated
with what appears to be a very
strong negative public image," he
said in an interview after his speech.
"We can't just keep trying to ex-
plain why it's everybody else's fault
-we're running out of time."

Mr. Maatman recommended

I launching a pilot effort in Illinois.
He pointed out that auto insurance
premiums in the state through 1986
have increased more slowly than in
the nation as a whole, even though
Illinois ranks among the most heav-
ily industrialized states in the
union.

That could change, however,
when a mandatory automobile in-
surance law takes effect in 1990,
because states with compulsory in-
surance laws tend to have higher
rates than other states, Mr. Maat-
man said.

Because of historically lower-
than-average rates, the introduction
of a compulsory insurance law and

 the fact that several national auto
insurers are domiciled within its
borders, Illinois could prove to be
an. ideal laboratory for testing the
results of cost-containment efforts,
he said.

Although he said the initiative
would have to begin with the in-
surance industry, Mr. Maatman
stressed that participants should in-
clude consumer organizations, trade
associations, business groups and

The industry must'mount a coordinated and
comprehensive assault on the cost of automobile

insurance' if it wishes to regain consumers'
confidence, says Gerald L. Maatman, president of
Kemper's national property/casualty companies.

law enforcement agencies. Accord-
ing to Mr. Maatman, the groups
would coalesce into a National Auto
Insurance Cost Containment Coun-
Cil.

The group could be expected to
examine medical cost-containment

programs; cut litigation costs
through continued efforts at tort
law changes and heightened em-
phasis on alternative dispute reso-
lution mechanisms; push for
strengthened federal standards for
auto manufacturers, such as a re-
turn to a requirement that all car
bumpers withstand a 5-mph impact
without damage; and promote ef-
fective no-fault laws.

Mr. Maatman said that Kemper
plans to begin discussing the pilot
proposal and the probable shape of
the national effort with other Illi-
nois-based insurers in the next few
weeks. At the same time, attempts
will be made to bring groups out-
side the insurance industry into the
national cost-containment program
by the end of the year.

"There's no sense getting some-
thing started in Illinois if there's
no interest in other parts of the
country," he said.

"By the end of the year, we'11
know if we've got something going,"
Mr. Maatman said. He added that he

expected sufficient interest in the
idea to start a national campaign by
early 1989.

Pursuit of no-fault laws could
cause Kemper to break with tradi-
tion and support federal intrusion
into what is a state prerogative, he
pointed out. "As strongly as we
favor state regulation of insurance,
it may well be necessary to push
for federal standards for state no-
fault laws," he said.

Mr. Maatman freely admitted that
getting such a program under way
will not be cheap. He noted, how-
ever, that insurers are already com-
mitted to spending more than $40
million-$750,000 of it from
Kemper-to promote a proposition
establishing no-fault auto insurance
in California while simultaneously
seeking to defeat propositions
aimed at rolling back insurance
rates by government fiat (BI, June
6).

"Wouldn't you rather spend $50
million on those kind of (safety) ef-
forts than on fighting the kind of
total political war our industry is
waging today in California? I think
the return on our investment would

be much higher," he said.
If the program proves to be ef-

fective, other funds might be avail-
able through such philanthropic
groups as the Ford and Carnegie
foundations, Mr. Maatman said.

As Mr. Maatman envisions it, the
council would fund transportation

Connecticut appoints regulator
HARTFORD, Conn.-Peter Francis Kelly has been named interim

commissioner of the Connecticut Insurance Department by Gov. William
O'Neill.

Mr. Kelly is expected to be confirmed by the General Assembly when
it reconvenes in January.

The 59-year-old Insurance Department employee fills a vacancy
created by the resignation of Peter Gillies, who left in July to open a
Hartford office for the New York-based law firm of LeBeouf, Lamb,
Leiby & MacRae (BI, Aug. 1).

The unexpired portion of the four-year term ends Feb. 28, 1991.
Mr. Kelly, who joined the Connecticut department in 1954, most re-

cently was director of financial and regulated affairs. He previously
served as insurance examiner, assistant actuary, chief of actuarial analy-
sis and chief of the Examination Division.

safety research; provide grants to
cities and states to study traffic
safety systems; pay for demonstr-
ation projects in urban areas to test
new approaches for the reduction of
loss costs; push for more effective
traffic laws, enforcement and better
roads; and coordinate programs
with organizations such as the
Washington, D.C.-based Insurance
Institute for Highway Safety and
the Santa Barbara, Calif.-based In-
stitute for Civil Justice.

Mr. Maatman said the idea of
launching a national cost-contain-
ment program stemmed in large
part from the insurance industry's
problems in California and Massa-
chusetts.

In Massachusetts, the government
mandated a auto insurance rate
structure that insurers consider in-
adequate. In addition, insurers
faced stiff assessments to cover the
cost of a deficit-ridden assigned risk
pool that now covers more than half
of the state's drivers.

Those moves led several com-
panies, including Kemper, to cease
writing personal lines auto cover-
age in Massachusetts even though
they risked losing all of their prop-
erty/casualty licenses by doing so.
Kemper retained its other property/
casualty licenses after it agreed to
spend as much as $140 million to .

create a new, personal lines-only in-
surance company to take over its
Massachusetts automobile policies
(BI, April 18).

In California, dissatisfaction with
soaring personal auto rates put sev-
eral insurance-related propositions
on the November ballot. Polls show

propositions backed by the plain-
tiffs' bar and a consumer activist or-

ganization affiliated with Ralph

Nader garnering far more support
than one backed by the insurance
industry.

Both the consumer- and attorney-
backed propositions would subject
insurers to mandatory rate roll-
backs and stiffer regulation.'The
trailing insurer proposition would
rollback personal auto rates and
establish a no-fault automobile in-

surance system. •
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Most HMOs require copayments: Study
By ALISON KITTRELL

Copayments are becoming more
common among hea 1th ma in te-
nance organizations trying to cut
back on costs, according to a sur-
vey.

More than half-56.4%-of the
HMOs studied reported a majority
of their members pay a copayment
for office visits, according to Inter-
Study, an Excelsior, Minn.-based
health maintenance organization
research organization.

And while the growth in tradi-
tional, or pure, HMOs appears tc
be slowing, the growth in non-tra-
ditional, or open-ended, HMOs is
flourishing, continuing a trend
noted in InterStudy's last report
(BI, June 13).

The study authors report that
"large increases in expenditures
for outpatient care and the size of
premium increases in the past year
have rekindled interest in the use

of consumer copayments as a
method for controlling utilization.

"While generally a cost control
method associated with indemnity
insurance, HMOs may be respond-
ing to employers and other com-

petitive pressures to do more about
reducing ambulatory costs," the
authors report.

Cert: in types of HMOs are much
more likely to require a copayment
for off.ce visits, according to the
survey.

For example, copayments are re-
quired by only 28.9% of the staff
HMOs, in which services are deli-
vered at one or more locations
through physicians who are em-
ployees of the HMO.

Group HMOs, where a group of
physicians provides care to pa-
tients at one or more locations, re-
quire a copayment only 27.5% of
the time, and network HMOs,
where an HMO contracts with two
or more group practices to provide
care, require copayments in 37.4%
of the cases.

But, a full 70% of independent
practice association HMOs-in
which care is provided through
physicians in the community who
practice out of their own offices-
require a copayment.

The amount of the copayment
also is based on the type of HMO
and varies considerably. Among
staff HMOs that require a copay-

ment, 83.3% require $1 to $3 per
visit, and the remaining le.7% re-
quire H to $6.

Three-four·ths of group HMOs
that require a copayment charge $1
to $3 Ter visit, while the other 25%
require $4 to $6.

Among the network HMOs that
require copayments, 46.7% seek $1
to $3 Ker visit, 50% require $4 to $6
and 3.3% require $7 to $10.

And only 33.5% of the IPA HMOs
that require a copayment demand
$1 to $3 per visit, while 59.5% re-
quire S4 to $6 and 7% require $7 to
$10.

Although HMO enrollment na-
tionwide topped 31 million in the
first c uarter of this year, growth
was slower when compared to the
same quarter last year, according
to the study.

As of March 31, 1988, a total of
31.015 million people were en-
rolled in HMOs, an increase of 1.7
million, or 5.9%, since Dec. 31,
1987.

In the first quarter of 1987, how-
ever, HMOs reported 1.9 million
new members, for a growth rate of
7.6%,the report noted.

In comparison, during the first
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three months of 1988, open-ended
HMOs grew at a rate of 46.2% over
the previous quarter, and Pruden-
ti:1 Plus-an HMO product that
is virtually identical to an open-
ended HMO that was introduced
by Prudential Health Care Plans
Ine. in 1987-experienced a growth
rate of 44.5%.

In these open-ended HMOs,
members have two or sometimes
three choices of providers from
whom they receive services, al-
th,ugh typically the coverage for
care received from these other pro-
viders is less comprehensive than
that for care received within the
HMO.

rhere now are almost 1.1 million

people in these non-traditional
plans: 543,690 in open-ended
HMOs and 551,594 in Prudential
Plus. As of March 31, there were 47
oE en-ended HMOs operating in 23
states nationwide, according to the
stidy.

"The open-ended plan enhances
HMOs' ability to broaden their
market," says Lynn Gruber, Inter-
S:udy's vp for managed care re-
search. "Since it can completely
replace an employer's indemnity
plan, the open-ended HMO also
improves HMOs' ability to compete
with insurance companies."

InterStudy notes that these hy-
brid products appeal to both em-
p.oyers and employees. Employers
who want to simplify their benefits
options by dealing with only one
vendor find them appealing, as do
employees who are put off by the
traditional HMO requirement that
they remain within the HMO net-
work.

The survey authors explain, "Re-
moving the 'lock-in' feature may
encourage more reluctant employ-
ees to try the HMO while retaining
the 'safety net' of opting out of the

HMO whenever the employee
chooses to do so."

The problem for the open-ended
HMOs, however, is to keep enrol-
lees from opting out of the HMO
too often. Ms. Gruber says, "We
continue to stress. .that the sue-

cess of an open-ended HMO de-
pends on the plan's ability to con-
trol out-of-network utilization and

truly manage the health care of its
members."

Other study findings include:
• A significant amount of the

growth in HMO enrollment oc-
curred in smaller plans. HMOs
with individual enrollments of

fewer than 15,000 people gained a
total of 525,976 members in the
first quarter of 1988, which was
more than the 522,548 new mem-
bers reported by plans with more
than 100,000 enrollees during the
same period.

• The most rapid HMO growth
in the first quarter occurred in the
Northeast, South and West. For
example, enrollment in most
Northeastern states grew by more
than 8%. But enrollment in several

Midwestern states-which had ex-

perienced growth of more than 10%
in the first quarter of 1987-grew
by less than 3% during this year's
first quarter.

• IPA model HMOs accounted
for 1.1 million of the 1.7 million
new members of pure HMOs in the
first quarter of 1988.

The study on the growth in HMO
enrollment during the first quarter
of 1988 appeared in the Summer
1988 issue of The InterStudy Edge,
which is published quarterly by In-
terStudy. Annual subscriptions are
$160, and single issues are $45. For

information, contact Inte,Study,
P. O. Box 458, Excelsior, Minn.
55331.

Provider payment
in HMOs changing
Health maintenance organizations are moving away from com-

pensating providers with salaries and increasingly are paying them
on a capitation basis, according to a recent study.

"Provider payment arrangements are becoming increasingly com-
plex, diverse and more controversial," reports InterStudy, an Ex-
celsior, Minn.-based HMO research organization.

In the beginning, the authors explain, physicians worked directly
for the HMO or for a group that contracted with the HMO, and they
were paid on a salary basis. Then, as individual practice association
model HMOs became more prevalent, providers were paid on a cap-
itation basis or on a discounted fee-for-service basis.

The study data show that provider payment methods vary wi-
dely according to the type and age of an HMO. For example, among
staff model HMOs-in which services are delivered at one or more
locations through physicians who are employees of the HMO-83%
of the plans use a salary payment, 1.9% use capitation, 3.8% use a
modified fee-for-service, and 11.3% use a combination of methods
to pay providers.

But among the group and network model HMOs, capitation is
the most popular method of payment. Among group HMOs-in
which a group of physicians provides care to patients at one or
more locations-10% use a salary method, 67.5% use capitation,
12.5% use a modified fee-for-service, 7.5% use a combination of
those methods and 2.5% use some other method. Among network
HMOs-where an HMO contracts with two or more group practices
to provide care--3.2% use salary, 77.4% use capitation, 11.8% use
modified fee-for-service and 7.5% use a combination.

And, among IPA model HMOs, only 0.3% use salary, 46.3% use
capitation, 50.6% use modified fee-for-service, 1.2% use a combina-
tion and 1.6% use some other method.

Overall, capitation is the most common form of provider payment,
used by 49% of all HMOs. But, information gathered on provider
payment methods based on the age of the HMO show "a mixed
picture for capitation," according to the authors.

For example, among HMOs that are less than 1 year old, none
bases payment on a salary, 45% use capitation, 45% use a modified
fee-for-service method and 10% use a combination. But among
HMOs that are 3 to 5 years old, 8.3% use salary, 57.9% use capita-
tion, 28.9% use a modified fee-for-service method, 3.3% use a com-
bination and 1.7% use some other method.

And among the oldest HMOs-those that are 10 years old or older
-34.1% use salary as the basis for provider payment, 39.6% use
capitation, 19.8% use a modified fee-for-service method and 6.6%
use a combination.

-By Allison Kittrell



FSA reforms
Continued from page l
ees use FSAs to fund child-care ex-

penditures, those that do often defer
thousands of dollars to their ac-
counts.

In addition, the offset rule will
cause nnajor administrative problerns
for employers with flexible benefit
plans, benefit experts point out.

Aside from the offset rule, the leg-
islation makes several other changes
that affect child care expenses.

Those changes, which also go into
effect next January, include:

• Pretax FSA contributions for

dependent care expenses-as well as
the tax credit--cannot be used for
children older than 12. Under current

law, dependent care expenses for
children under 15 can be funded

through FSAs or be eligible for the
federal tax credit.

• Employees will have to provide
on their tax returns the name, ad-
dress and taxpayer identification
number of the facility providing
child-care services.

The changes, especially the offset
rule, have stunned and angered bene-
fit experts, who say it will reduce tax
breaks for working parents at a time
when legislators have been almost
falling over" themselves saying they
want to do more to help families.

"It is yet another swipe at bene-
fits for the middle class. This really
will hit two-wage-earner families
with major child-care expenses," said
Sue Velleman, a principal in the Bos-
ton office of William M. Mercer-Mei-

dinger-Hansen Inc.
"It is total hypocrisy. Legislators

say one thing and they do another,"
said Jim Waters, a vp with TPF&C,
the benefit consulting division of
Towers, Perrin, Forster & Crosby Inc.
in New York.

The child-care tax changes are yet
another example of Congress tacking
benefit legislation onto an unrelated
bill without holding hearings and
then giving employers almost no time
to comply with the new law.

"There is no thorough analysis, no
hearings. That does not strike me as
fair," said Ms. Velleman.

Interestingly, no legislator is ad-

mitting responsibility for the child
care tax changes.

Washington observers say the pro-
posal was almost certainly drawn

from lists maintained by congressio-
nal tax committee staffers that show

how much revenue can be gained by
cutting back tax breaks for employee
benefits.

The offset rule, lowering the age
of children for whom dependent care
expenses can be claimed and forcing
employees to provide more informa-
tion about day-care centers to verify
their child-care expenditures will
raise about $950 million in new reve-

nues over the next five years, accord-
ing to estimates by congressional tax
committee staffers.

That new revenue will help pay
for the $3.3 billion cost of other pro-
visions in the welfare reform law.

"When major new social programs
are considered, Congress increasingly
looks at benefits for revenue because

the dollars involved are so large,"
said Frank MeArdle, a consultant
with Lincolnshire, Ill.-based Hewitt
Associates.

The timing of the offset rule could
not be much worse for employers.

Many employers with flexible ben-
efit arrangements-including FSAs-
now are mailing and distributing
benefit election forms for 1989. When

filling out these forms, employees
must decide how much salary they
want to defer to spending accounts to
pay for 1989 benefit expenses like
child care.

In addition, in arrangements where
employers offer "flex dollars" or
"flex credits" to pay for uncovered

benefit expenses, employees must de-
cide how they want those dollars or
credits allocated.

But those forms already are out-
dated if they do not explain to em-
ployees, among other things, that

contributing to an FSA for child-care
expenses will reduce their potential

tax credits and that pretax contribu-
tions no longer can be made for de-
pendent care expenses of 13- and 14-
year-olds.

Few employers know about the
provisions because they were hidden
in the massive welfare legislation,
consultants say.

Employers that offer FSAs for de-
pendent care expenses almost cer-

tainly will have to prepare new elec-
tion forms to explain how the tax
changes will work and give employ-
ees another opportunity to make new
selections.

"How will employers explain all
this? It will be a major communica-

tions challenge. There will have to
be a lot of scrambling to get the
word out in time to employees," said
Tom Butterworth, a consultant in
Hewitt's Rowayton, Conn., office.

"Many employers are in the mid-
dle of the enrollment process for
1989. The timing of the tax changes
is very awkward," said Laurie
Keenan, an attorney with the law
firm of Ivins, Phillips & Barker in

Washington.

In fact, some employers already
have completed their flexible ben-
efit enrollment process for 1989 and,

thus, almost certainly will have to re-
open the selection process.

"This is very upsetting to us," said
Catherine Corse, assistant vp-em-
ployee benefits at Barnett Banks Inc.

in Jacksonville, Fla., where employ-
ees already have completed flexible
benefit selections for 1989.

"This will cause a lot of confu-

sion. It certainly isn't fair. Presum-

ably, employees would have made
different choices if they knew that
the rules were changing. Fairness
would have dictated that Congress
would have provided reasonable no-
tice," Ms. Corse said.

While employers still have time to
reopen the enrollment process and
mail new enrollment forms for calen-

dar-year plans that begin on or after
Jan. 1, little-if anything-can be
done to change the tax consequences
for ernployees covered by plans
whose accounting years began on
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July 1.

Such employees already have de-
cided how much to contribute to

their FSAs to cover various benefit

expenses. And, under 1984 Internal
Revenue Service "use-it-or-lose-it"

rules, employees generally cannot
change benefit selections or contri-
bution amounts once the plan year
begins(BI, May 14, 1984)

Thus, unless Congress grants some
sort of relief, such employees will lose
tax breaks through no fault of their
own.

"This is par for the course. Leg-
islators don't care about the impli-
cations of their actions," said
TPF&C's Mr. Waters.

For employees who still can alter
benefit selections and contributions,

consultants say it is difficult to draw
up examples to advise employees
whether to continue FSA contribu-

tions or make maximum use of the

tax credit. Variables like income

levels and other available tax deduc-

tions complicate general examples
for all employees.

Generally, though, employees
earning between $19,000 and $24,000

have been able to gain more tax relief
through the tax credit than through

salary reduction to pay for child care
expenses, consultants say.

"This will be very confusing to em-
ployees," said Ms. Velleman.

Although few employees make
contributions to FSAs to fund child

care expenses, the funds contributed
are large. For example, Hewitt Asso-
ciates found in a 1987 survey that

just 3% of eligible employees used
FSAs or other flexible benefit plan

arrangements to fund child care ex-
penses. However, the average contri-

bution, including amounts funded
through salary reduction and through
contributions of flex dollars or cred-

its, exceeded $2,000 per eligible em-
ployee.

"For those who use an FSA to

fund child care, it is a very valu-
able benefit," said Lance Tane,

chairman of The Wyatt Co.'s group
and flexible compensation practice
in New York. I
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NACSA/NACSE meeting
Continued from page 1
the joint NACSA/NACSE meeting at The Greenbrier may
start to lose its importance.

Executives of The St. Paul Cos. Inc. of St. Paul, Minn., and
Reliance Insurance Cos. of Philadelphia did not attend the
meeting, which this year attracted more than 1,200 regis-
trants, including spouses.

But the continuing competitive market-how long it will
last and how low rates will go-was clearly of concern to
most executives attending the meeting.

"How do you cope in a market where prices are less than
adequate, with huge infrastructures? How do you manage the
expense ratio, morale and the distribution system?" were the
important concerns to underwriters, said Michael Goldberg,
vp of Berkshire Hathaway Inc. in Omaha, Neb.

For agents and brokers, the important concerns were how
to control their expenses and attract new business to main-
tain profits as commissions fall on lower premiums, as well
as when insurers would slow the rate slide.

Cost cutting by agents and brokers was exemplified in the
decisions by New York-based brokers Fred S. James & Co.
Inc. and Alexander & Alexander Services Inc. to cancel their
traditional receptions at The Greenbrier.

"We're asking people to economize and we at the senior
level have to do the same," said Richard M. Page, chairman
and chief executive officer of James, the nation's fourth-lar-
gest broker.

"Right now there is no question there is rate deterioration

Supreme Court
Continued from page 2
similar benefit provisions," Mr.
Tievsky said.

Furthermore, "there's a wild card
here," he continued. "They could
come up with something surprising
just because of the incredible com-
plexity of the concepts involved."

In an amicus curiae brief in sup-
port of Mead's petition for review,
the American Society of Pension Ac-
tuaries warned that if the 4th Cir-
cuit's decision was upheld, "it will
disrupt the stability of the system by
creating significant uncertainty as to
how to process plan terminations and
by raising questions as to the legality
of distributions to participants and
reversions to employers under termi-

of 15% to 20% except for surety, personal lines and workers
compensation," said Mr. Page. "And we're planning for that
to continue in 1989," he said.

"The industry has tremendous surplus-$110 billion,"
which has to be put out to work, he explained. Supply of
capacity simply exceeds demand.

William H. Bolinder, president of Zurich-American Insur-
ance Group in Schaumburg, Ill., is especially concerned
about rating for small commercial accounts. "A lot of compe-
tition is looking for that business. That's an indication that
rates will come down," he said.

Casualty insurance rates being charged generally "have
some room left" for price reductions before they will become
unprofitable, he said.

High excess liability insurance rating also is "starting to be
more of a problem," Mr. Bolinder said.

The umbrella layer, the first layer above the primary, is
being written by primary insurers along with the primary
program, he observed. In addition, excess insurers are drop-
ping down to write the umbrella, putting an additional
competitive squeeze on rates for this layer.

Property rates are "below where we can make a profit,"
says Mr. Bolinder.

Primary property products "do not have a catastrophe rate
in them," he explained. "If we return to normal levels of
catastrophes, those rates will prove to be unprofitable.

"Excess property is a different product. As far as we are
concerned as an individual company, we are still able to get
our prices. It might be because we have more limits avail-
able," he said.

nations that have already occurred."
While the high court decided to

review the pension plan dispute, it
declined to review the 8th U.S. Cir-

cuit Court of Appeals' decision in
Continental Insurance Co. vs. North-

eastern Pharmaceutical & Chemical
Co. that insurers do not have to cover

costs stemming from government-
mandated hazardous waste cleanups.

The Supreme Court in January re-
fused to review a similar decision
by the 4th U.S. Circuit Court of Ap-
peals (BI, Jan. 18).

The Supreme Court's refusal to re-
view the two pollution coverage rul-
ings "strengthens and reaffirms" the
decisions, said Thomas Brunner, an
attorney with Wiley, Rein & Fielding
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in Washington, D.C. Mr. Brunner
filed an amicus curiae brief on behalf
of the American Insurance Assn. in

the 8th Circuit case.
However, the Supreme Court may

yet address the topic if review is
sought for another hazardous waste
decision handed down by the 4th
Circuit late last month.

The 4th Circuit on Sept. 30 ruled
that there is no coverage for gov-
ernment-mandated cleanups in a
case involving Cincinnati Insurance
Co., a unit of Cincinnati Financial
Corp. in Fairfield, Ohio, and four pol-
icyholders.

The most-recent #th Circuit deci-

sion largely reiterates the 8th Cir-
cuit's decision.

Writing for the 4th Circuit in last
month's ruling, Judge John D.
Butzner said: "We have no doubt
that South Carolina law, in concert
with Maryland and Missouri, would
recognize that a comprehensive gen-
eral liability policy which obligates
the insurer to pay'all sums which the
insured shall become legally obli-
gated to as damages' would not cover
claims for which the insured is equi-
tably obligated to pay."

On Feb. 26, the entire 8th Circuit
looked at the same clause in the stan-
dard CGL policy and found: "The
term 'damages' refers to legal dam-
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The "biggest line of concern is workers compensation," Mr.
Bolinder said. "It is so politicized that adequate rate levels
are hard to come by."

"I am concerned that all chief executive
officers mean they will not participate in 
wholesale price cutting, but it is very dif- 
ficult to communicate that to branches and ///T--9////
it's harder for them to believe it," Mr. Bo- « _ 
linder said. "In the past we've yelled vol- M ·2 69*q

is provide volume."
"Prices are continuing to decline, but it 

varies by segment," said Mr. Goldberg of Illl=,"7' -
Berkshire Hathaway. Mr. Bolinder

"Excess and umbrella rates are down

dramatically; commercial auto, especially trucking, is down
dramatically," he said.

The reason: "This is still a commodity business. Most com-
panies aren't prepared to accept dramatic drops in volume,"
Mr. Goldberg said.

Berkshire Hathaway is an exception. Premiums have fallen
to $750 million in 1987 from more than $1 billion in 1986 and
will be "significantly down this year," after excluding the
premium from one large, one-time reinsurance transaction.

Berkshire Hathaway can refuse to write low-rated business
and let its premium volume decline in a competitive market
because "we're not as concerned about the reaction of the
investment community" to drops in volume, Mr. Goldberg

Continued on nert page

ages and does not cover cleanup
costs" (BI, March 7).

The dissent in the 8th Circuit de-

cision said the word "damages"
should be interpreted as the ordi-
nary layperson would and not as a
lawyer or insurer would.

The 8th Circuit decision "is an im-
portant case for insurers," said Con-
tinental attorney Gary Long, of
Shook, Hardy & Bacon in Kansas
City, Mo. Mr. Long noted that "the
decision has been cited to a num-

ber of courts nationwide."

The 8th Circuit ruling stemmed
from dioxin contamination in Times
Beach, Mo., which the federal gov-
ernment purchased for $33.7 million
in 1983.

Missouri state now will have to

pay millions of dollars to clean up
the contaminated ghost town, be-
cause NEPACCO is no longer in busi-
ness.

Lastly, after six years of judicial
wrangling, the Supreme Court re-
fused to review Manville's reorga-
nization plan, allowing the Denver-
based company to emerge from bank-
ruptcy by December.

The Supreme Court review was
sought by two Minneapolis-based
companies that had distributed as-
bestos products. The companies ob-
jected to the more than $770 million

in settlements Manville reached with
its insurers because the settlements
block the distributors from suing
Manville's insurers.

The companies, MacArthur Co. and
Western MacArthur Co., now have
until early November to apply for a
rehearing if new facts are found.

"Manville is ready and anxious to
implement its plan of reorganiza-
tion," said Tom Stephens, Manville
president and chief executive officer.

"MacArthur's appeal has contin-
ually been rejected by the courts,"
said Mr. Stephens. "We now have
our nation's highest court refusing
to review the lower courts' decisions.
Any further delay is unconscionable
for the thousands of people who have
waited more than six years to be
compensated for injuries from as-
bestos exposure."

When Manville filed for Chapter
11 protection in 1982, it faced rnore
than 17,000 asbestos-related law-
suits. The total number of people now
with asbestos-related claims against
Manville is not known.

The reorganization plan, which
created a personal injury claims trust
valued at more than $2.5 billion and
a property damage claims trust val-
ued at more than $300 million, was
approved by the bankruptcy court in
1986. •
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Continued from previous page
said. The percentage of Berkshire
Hathaway stock that is actively
traded is much smaller than that of
other insurers.

In addition, most of the Berk-
shire Hathaway Insurance Group
units deal with brokers and not

with independent agents, Mr.
Goldberg pointed out.

That is important because while
an independent agent that deals
with only a few markets relies on
its markets to provide competitive
quotes, "brokers have other alter-
natives," Mr. Goldberg said.

An independent agent will stop
doing business forever with a com-
pany that fails to be competitive,
while a broker will come back to

an expensive market when the ca-
pacity is needed.

"The brokers knew our strategy
from Day One," said Ajit Jain,
president of the professional liabil-
ity and specialty risks division of
Berkshire Hathaway: It is to write
insurance for an underwriting
profit.

Rates for directors and officers

liability insurance and excess and
umbrella liability insurance, which
Berkshire Hathaway wrote in the
hard market, are too low today,
Mr. Jain and Mr. Goldberg said.

But while willing to wait for
higher rates to write more premi-
ums, Berkshire Hathaway has to
confront the problem of keeping its
employees from leaving because
they are bored, Mr. Goldberg said.

"People feel they ought to be
doing deals," explained Mr. Jain.

To help keep employees happy
and motivated, Berkshire Hath-
away is promoting professional de-
velopment during this slack pe-
riod.

Fireman's Fund Insurance Cos.

in Novato, Calif., is losing 16% of
its commercial lines insurance pre-
miums because it is not keeping up
with the rate competition, said
Morgan Davis, president of Fire-
man's Fund's commercial lines di-

vision, which encompasses ac-
counts generatihg less than $1 mil-
lion in premiums. Last year, the
commercial lines division wrote

more than $2 billion in premiums.
He noted that when Fireman's

Fund loses an account to the com-

petition, "it's for 20, 30 or 40
points" off its price. Fireman's
Fund is doing everything it can to
maintain its renewals, short of
those kind of rate decreases, and
therefore is not losing business to
smaller price reductions, he said.

Fireman's Fund's specialty unit
also is "losing a ton" of umbrella
liability insurance business be-
cause competitors are writing um-
brella insurance as part of the pri-
mary program.

"People are crediting um-
brellas," he said, or reducing the
rate because the policyholder has
not had a loss in the higher layer.
"That's like crediting a life policy
because the guy lived,'' he
quipped.

In addition, excess insurance un-
derwriters are writing lower limits
to maintain premium volume, he
said.

Fireman's Fund is writing um-
brella business at higher levels
where the rates are better, he said.

Some observers question how
long Fireman's Fund will continue
to report declining premium vol-
umes before joining the competi-
tive fray.

But Mr. Davis maintains: "We

can let the premium go. We have
management behind us. We're
going to stay the course."

Current profit results are "very
close to plan," he pointed out.

Mr. Davis expects year-end re-
newals to be quoted 10% to 15% off
property and casualty rates by
other than the traditional prop-
erty/casualty insurance companies.

"It depends on who they want to
deal with," he said. "I think tradi-
tional carriers are trying to hold
the line, but if the carrier is less
traditional, they could get that

savings."
William E. Thiele, senior execu-

tive vp of Continental Corp. in New
York, contends
that 'rates

shouldn't come

'41 down going in
-1 1989," and so in-

054 f surance buyers
S should approach

4- ., renewals with
..1 .

:ober conserva-
tism."

Insurance

Mr. Thiele companies "are

not in very
strong condition," he said, citing in-
surers' exposure to uncollectible re-
insurance. "A tremendous number

of commutations are being nego-
tiated," he said.

Continental's stravegy in the com-
petitive market is to develop its spe-
cialties, including workers compen-
sation.

While many underwriters say
workers compensation is going to
be the next crisis line in the insur-

ance business, Continental is iden-
tifying what it believes wiLl be prof-
itable business.

Mr. Thiele does agree that "com-
petition is very heavy in property
and excess commercial lines."

The reason property insurance is
so competitive, he said, "is. simple.
The experience has been awfully
good, even with reduced price
levels."

Excess liability insurance: he
said, "clearly undergoes cycre move-
ment in and out of the surplus lines
market." Now standard companies
are writing excess liability insur-
ance in largerolumes again, he said,
adding that 'standard companies
are more efficient'- and can afford

to write it at lower rates.

Standard companies have one
producer to which they pay a com-
mission, not two as in the surplus
lines market, and their reinsurance
arrangements are more efficient
with higher net retentions, Mr.
Thiele said.

However, in speciialty risk and

heavy casualty lines, the under-
writing approach is "characterized
by sobriety," he said.

Mr. Thiele also pointed out that
while some market insiders cite rate

cuts of up to 40%, they can't be
rampant.

Mr. Thiele also noted that while
the rates for directors and officers

liability insurance have come down,
"prices had gone up 1,000% and
commissions cut 50%. The retreat

hasn't been anywhwere as near dra-
matic."

Premiums overall for major com-
mercial insurers in the second quar-
ter of 1988 were generally flat, he
said. "Do the math. It can't be true"

that rate cutting is severe and per-
vasive.

However, agents and brokers say
insurance company executives could
be misled about the extent of price
cutting by the statistics reported
under their price monitoring sys-
tems.

Insurance company managements
say rates are close to Inanual rates,

"but they don't see the misclassifi-
cation that occurs," according to
William C. Cohen Jr., chief execu-
tive offiber of Insurance Manage-

ment Associates

1 Inc. in Wichita,
N Kan., the 54th-
i#-li BU largest U.S. bro-
--34. ken
 1 "Misclassifica-
11 tions become
  rampant in this
1jIlil kind of market,"
If . =- pUl he said.
 ""'-5 "I find it diffi-

-

Mr. Cohen cult to believe

they know how
to price their product," he said of
insurance companies.

And, as a result, Mr. Cohen said,

"the companies are unconsciously
decimating their agency force."

Many agencies were close to going
out of business at the end of the last

competitive market, he said, but
were saved by the rising commission
income in the hard market. But

Continued on page 95

B/M BASICS: IRI
IndustriAl Risk Insurers Introduces a New Property Insuramce Program
which has been market tested in the United States for the past several months and is
now available on an internationalbasis. The new program allows a single property
insurer-IRI-to be totally responsible for a Combined Fire-DIC-Boiler/Machinery
package. Whether you are a producer or insured, the advantage is one policy, and one
deductible, which automatically avoids anyjoint loss disagreements that Inight dis-
rupt claim handling activities.

With the New Single Source Property Program, all account negotiations are held
with one IRI underwriter, who uses one list oflocations, one set ofproperty values,
and one copy of loss prevention information in a one-on-one relationship with the
producer. This unified approach should help save time, money and effort for pro-
ducers and insureds when putting together property insurance packages either in
the United States or around the world.

During the Past 20 Years, IRI Has Written B/M Insurance which it has ceded to
its Boiler/Machinery-writing Member Companies. However, with the advent of the
comprehensive All-Risk policy a few years ago, IRI was encouraged to offer the capa-
bility ofbetter covering all perils of physical damage in order to be a complete mar-
ket for producers and their clients. Since IRI will continue to cede B/M coverages to
its Member Companies, the new property program does not replace the ceded
arrangement, but adds another option which will be ofvalue to producers, insureds
and prospects.

ToAssist Insurance Professionals who

may be unfamiliar with or are seeking a
refresher course on the Boiler/Machinery
market, IRI has prepared a 15-minute
presentation titled «Introduction to Boiler/
Machinery Objects: The presentation, avail-
able in either 35mm carrousel-type slide
tray with audiotape or in 16" VHS-format
videotape, can be arranged through your
servicing IRI office. Or, for additional
information, contact Mrs. R A Sasso, IRI,
85 Woodland Street, Hartford, CT 06102
(203) 520-7412.

ndustrial

D isk

nsurers

66,000 properties
insured worldwide



The professiohal marketplate
RATES AND CLOSING TIME:

Rates: Display dass*ed is 101.50. per column indz, minimum Of one inch. Straight dass#ied is
$8.25 per line, minimum of 5 lines. Count 34 characters per line (include sich space and punchmtion
as a character). Additional $17.50 charge for blind box ads. Only those reponses which jit into a

London
England - exec. furnished modern apt
Chelsea. 3 bedrms & 21,5 baths. 5 mins

Sloane Sq. Available by day/wk with maid
service. Telex 3587 NETWK or Write P.0

Box HM 1921, Hamilton HMHX, Bermuda.
PHONE 809-295-1512

CLARENDON
INSURANCE GROUP

Our E&S Division is seeking qualified
individuals for the following Positions:
FINANCIAL OFFICER - CPA with 5

years insurance company experience.
Ideal candidate will come from small to

medium home office supervising DP/MIS
operations.
CASUALTY UNDERWRITER - 5 years
experience. Knowledge of general liabil-
ity eoverages with exposure to rating
primary auto, commercial & personal
lines.

Clarendon Insurance Group oHers a
competitive salary with full benefit pack-
age in a prestigious Main Line Phita-
delphia suburb.
Interested candidates should send re-
sume to:

CIG, EaS Division

St. Davida Center

P.O. Box 5415

St. Davida, PA 19087
Attn: Human Resources

SURPLUS LINES AGENT

Our firm is opening an office in
Chicago. Excellent opportunity for
right person. Surplus Lines Li-
cense required.

Call 1-800-635-6366

Wait for dial tone than dial 845

Ask for Gary or Arnold

The

Professional

Marketplace
TARGETS

your BEST
JOB

Candidates

We are now recruiting for the following positions:

PRODUCER:

Lg. Nat'I broker seeks sales exp.
w/direct writer or agency atmo-
sphere. Package includes up to
55% comm. or salary & comm.

TREATY UNDERWRITER:

Foreign Reinsurer needs treaty
Underwriter with combination actu-

arial and U/W bkgd. Accent on ca-
sualty business. Salary to 8OK.

SR. COMM'L UNDERWRITER:

Indiv. needed w/knowledge of
Loss Sensitive Program, Guaran-
teed Cost & Self Ins. Retentions.

Ability to market programs to bro-
kers & insured. Salary to 45K.

PC CONSULTANT:

Intnat'I consulting firm reed soft-
ware applications expert for actu-
arial division. Chgo based position.
Salary to 3OK.

For further information contact: TRACY STONE at (312) 346-8474. Wells
Financial Executive Search, 25 E. Washington, Suite 502, Chicago, IL 60602.

TONNESON & CO., CPA's PC

Risk Management
Consulting Services Division

Fultlnsurance Consulting Services
Objective
Confidential
Cost Effective

NO INSURANCE SOLD

Greater Boston (617) 245-9999
530 Edgewater Dr. Wakefiled, MA 01880

GUARDSMARK
CLAIMS MANAGER

$55 000
Guardsmark, a Memphis based national business services cor-
poration, is seeking an experienced claims manager. Responsi-
bilities will include the development of programs and procedures
to process workers' compensation and other casualty insurance
claims on a nationwide basis, the review and analysis of re-
serves and settlements to ensure proper claims handling, ad-
ministration of self-insured claims, internal record keeping for
risk management decision making, and forecasting and planning
for insurance and other risk related costs.

Qualified candidate will have a minimum of 8 years hands-on
experience in claims management with broad based knowledge
of worker compensation claims, claims adjustment and evalua-
tion, causation analysis and claims prevention. A minimum of
a four year college degree is required along with excellent com-
munication and presentation skills. 1.1.A and/or CPCU course
work would be helpful.
Our Company has revenues exceeding $100,000,000. We ser-
vice customers in 42 states servicing 400 cities with 8,000 em-
ployees coast-to-coast.
For prompt and confidential consideration, send resume stating
salary history to:

Dee Cadden, Human Resources
Guardsmark, Inc.

P.O. Box 45

Memphis, Tenn. 38101

HEADQUARTERS FOR INSURANCE &
EMPLOYEE BENEFITS PERSONNEL

SERVING ALL AREAS INCL.

ACTUARIAL, UNDERWRInNG &
CLAIMS, RISK, COMPENSATION &

BENEFITS MGMT.

CALL

BILL KELLY
(UFE & HEALTH ANO

EMPLOYEE BENEFITS)
ANDREW DAVIS

(PROPERTY/CASUALTY

AND RISK MGMT }

don HOWARD

PERSONNEL

135 WILUAM SmEET

NEW YORK. N.Y. 108

(212) 227-9000

For a

Concise
and

Ingical
Approach
to

Risk

Management
Recruiting

LOGIC

A

Associates, I nc.

EXECUTIVE SEARCH

CONSULTANTS
170 Broadway
New York, N.Y. 10038
(212) 2274000

Closing: Published every Monday. Copy must in typewritten form by noon Tuesday, 6
days preceding publishing date. No verbal phone copy accepted. Prepayment required for
straight advertisements. Mail ads to Margaret Hikido, Classified Advertising, 740 N.
Rush St. Chicago, IL 60611. For more information call 312-649-5340.

AGENCY

MARKETING MANAGER

OAKBROOK AREA

Top twenty-five broker, nation-
ally recognized specialist in
casualty insurance for con-
tractors, looking for experi-
enced, knowledgeable candi-
date for upper management
position with dynamic, rapidly
growing agency. Please send
resume and salary history to:

Box 2469

Business Insurance

740 Rush St.

Chicago, IL 60611-2590

FACTORY MUTUAL

SERVICE BUREAU

State Filings
Assistant Manager
To assist Government

Affairs Manager in state
filings nationwide for
property rates and
forms. Experience need-
ed in development and
maintenance of insur-

ance policy language.
Bachelor's degree.
Strong verbal and
written skills.

Send resume with sa-

lary requirements to
Mickey Wilson-Skarr,
Staffing Mgr, Factory
Mutual, RO. Box 9102,
Norwood, MA 02062.

DIRECT WRITERS

An Affirmative

Action/Equal
Opportunity
Employer

Today there exists a demand for experienced commercial P&C sales
personnel with a direct writing background. Producers who have individually
developed an account from its beginning to its successful conclusion. The
majority of our clients can be found among the "top 50" agency/brokerages in
:he USA. They can offer a sales account executive the advantage of "multi-
markets" rather than a single market. As reasonably expected, our clients seek
ndividuals with stable employment records who are accustomed to earnings
in excess of $50,000 annually and desiring more. You have probably
considered it before...so why not contact us TODAY?

GILBERT - HAFNER & CO.
Insurance Staffing Consultants

6060 N. Central #470, Dallas. TX 75206, (214) 361-9341

BUSINESS CONSULTANT
Rapidly growing management consulting firm, the

leader in its field, is seeking well qualified
individuals to staff and manage branch offices.

The ideal candidate must have analytical abilities,
excellent communication skills, possess high personal
standards and be comfortable in a consulting environment.

This position requires a learned understanding of the
finandal service sector, commendable education and work

experience in the areas of finance, accounting or
consulting combined with an insurance background.

Marsh/Berry & Company is a specialty consulting firm
in the insurance industry. Services include business
appraisals, merger & acquisition intermediation and
consulting in ownership transfer, financial management
and organizational dynamics.

Equity is available for proven performers.
Send resume and letter of application to:

mAR,rl/BERRY
5970 Heisley Road, Mentor, Ohio 44060

An Equal O portunity Employer

CAROIYN DAVIS
ASSOCIATES, INC.

STAFFING CONSULTANTS
TO THE MSURAINCE IMDUSTRY

701 Westchester Avenue

Suite 317W

White Plains, NY. 10604
914-682-7040

WAINTED

EXCESS

AND

SURPLUS

LINES

AGENTS

Multi-line

domestic

connpany

has positions
open for
Agents
in the

following
states:

* Hawaii *

* Wyoming *

* Illinois *

* South Dakota *

* West Virginia *

* Washington *

* Wisconsin *

* Nebraska*

* Alabama *

All

inquiries
answered.

Please include

Background
and

Qualifications

with your
resume.

M.E. Alexander

MARKET

RESOURCES

200 IN. Robertson

#329

Beverly Hills, CA
90211

HELP WANTED

MEDICAL MALPRACTICE

UNDERWRITER

Two excellent positions with prominent
NY carrier. Our client is prepared to
relocate the right candidate(s) to home
office in N.Y. 1-5 years experience with
ability to analyze exposures, coverages,
loss history. Knowledge of how to mod-
ify contracts, in view of special pricing
& statutory constraints. This is an ex-
ceptional opportunity to be part of an
aggressive, dynamic group in a rapid
growth environment. Call and/or sub-

. mit resume to: RALPH DAVINO, CPC,
V.P., William Harris Assoc., NY, NY
10038 212-349-3610.

LEGAL SERVICES

INSURANCE LAWYERS

West Coast law firm with practice em
phasis in insurance matters, including
broker's and agent's liability, errors
and omissions, contractual disputes
insurer insolvency and liquidation pro-
ceedings, agent and broker/companb
disputes and regulatory matters, avail-
able for representation. Daniel Warrine,
& Associates, 575 Anton Blvd., Suite
710, Costa Mesa, CA 92626, (714) 662-1001

CONSULTING

STRUCTURED SETTLEMENT LAWYER

AVAILABLE TO CONSULT

Former ranking officer and Gent
Couns. of natl. structured settlement

broker to consult on transactions and

disputes, provide tax opinions or ex-
pert testimony. L.L.M. (Tax), 7 yr.
exper. ins. defense. W.L. Winslow (213)
826-1533. 11812 San Vicente, Los An-
geles, CA 90049.

BUSINESS OPPORTUNITIES

PROFESSIONAL TORONTO BASED

BROKER INTERESTED IN JOINT VEN

TURE WITH LARGER U.S BASED BRO-
KER. Box 2470, Business Insurance, 740
Rush St., Chicago, IL 60611-2590

Business Insurance

Circulation

Breakdown*

Commercial Consumers

Administrative:

CEO's Presidents and Owners

.2,621

Vice-Presidents, General Manag-
ers and Other Administrative Per-

sonnel. .. . 3,657

Financial:

Chief Financial Officers and Vice-

presidents of Finance...... 2,993
Secretaries, Treasurers, control-
lers and other Financial Personnel

. 4,454

Risk/Employee Benefits:
Vice-presidents, directors, manag-
ers, and other related department
personnel of: insurance, risk, em-
ployee benefits, personnel, com-
pensalion, pension, safety, secu-
rity, industrial relations, human
resources and employee/labor re-
lations . . . 10,994

Sub-total. .

Associations ............. 477

Government, Unions and Educa-
tional Institutions . . 979

Commercial Consumers
Sub-total .       . 26,175

Insurance Agents and Brokers
10,557

Insurance Companies ..... 7,380

Actuaries, Attorneys. Adjusters,
Appraisers and Consultants . 3,843
Others Allied to the Field ... 2,991

TOTAL . .. . 50,946

* Source Business/Occupational
breakdown of qualified circulation,
May 30, 1988 issue, as submitted
to 8PA for June 1988 BPA Pub-

lisher's Statement.
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NACSA/NACSE reinsurance underwriting subsidiary of I But, when rates harden, Berkshire Hath-
USF&G Corp, referring to the state of corn- Price competition, 'but not away will be prepared to write limits of $10

Contznued from page 93 petition in the marketplace million to $20 million, Mr Jam pointed out
agencies had barely recovered when the "But it'S not going to be as bad because drastic cuts,' is expected Mr Davis of Fireman's Fund pegs a change
rates started to fall again more people are committed to letting busi- through year-end for smaller in insurance company pricing to either in-

Commenting on Insurers' price monitoring ness go," he said surers losing money or new management
systems, Zurich-American's Mr Bolinder "I believe m the Bob Van·os of the world," commercial accounts, "Unless the fourth quarter turns sour, there
said "Monitoring systems are much better, he said, refernng to Robert J Vairo, presi-

says Mr. Thompson.
will be decent results for 1988 "

but the problem is when the field goes out of dent and chief operating officer of Crum & Mr Davis expects losses to begin to sur-
its way to fool it And then you only catch it Forster Inc, who has said many times that face in the industry in early 1990, followed
on audit " Crum & Forster has "walk-away prices" by management changes and a change in

In addition, he said, "a lot of monitoring below which it will now write business even sharpness of the last cycle," Mr Page said market conditions
systems don't chart coverage expansions and if it means losing it to competitors "It didn't help the industry's public relations One factor that could stem rate cutting
increasing limits " Mr Ingrey noted, however, that competi- at all " sooner than year-end 1989 or 1990 would be

"It's easy to point fingers, companies at tion among reinsurers is heating up to write Richard M Womack, chairman of McGriff, a surprise among insurance company man-
agents and agents at companies," said Mr financial reinsurance products, an F&G Re Seibels & Williams Inc in Birmingham, Ala , agements next April 15 at how much the in-
Bolinder "My message to agents is to help specialty "The world is getting awfully com- the 24th-largest U S -based broker, believes surance industry iS going to pay in new
their clients make informed decisions" by petitive in financial reinsurance," he said rates charged today are "as low as they taxes
pointing out insurers' financial strengths, "And people are not as aware as they should are going to be " "The amounts the industry will pay over
coverages, rating approaches and differences be" of the risks they are assuming, he con- The lowest rates hit in March and April, he the next three to five years will be incredi-

in services tinued said, so companies that have not renewed ble," Mr Bolinder said "It will change the
From the reinsurance "There is a lot of innocent capacity writing their property/casualty insurance since then Industry structurally Discounting loss re-

company point of view, reinsurance today," he said, recalling that can expect rate decreases on renewal, but serves for tax purposes means you will have
"rates are not what they the term "innocent capacity" was Colned in not those renewing later than the spring of taxable income before you have the income "
should be in some areas," the early 19805 to refer to the insurers and 1989 "People don't really appreciate the
said N David Thompson, reinsurers competing for business that did However, he believes that current rating is changes in the economics" caused by the Tax
president of North Ameri- not have the underwriting talent to price it as low as it is going to get "We're at about Reform Act of 1986 and the higher taxes in-
can Reinsurance Co in properly 60% of manual rates What's on the books surers and reinsurers will have to pay, said
New York, a ma]or U S "We're not doing too much today," Mr In- now, if the actuarial rates are correct, can't Mr Goldberg of Berkshire Hathaway
reinsurer grey said of financial reinsurance And F&G make money," he explained Another topic of many private conversa-

He cited midlevel ca- Re's traditional risk reinsurance business Mr Thompson of North American Re said, tions was the antitrust litigation pending in
Mr. Thompson sualty business and all next year will be less than half of the $200 "I wouldn't be surprised to see a somewhat federal court in California and state court in

property business as million it is writing on an underwriting year harder market during late 1989 and early Texas
under-rated, although "not nearly as bad as basis this year 1990 " Many executives declined to comment on
six years ago " Of ceding companies' decisions to retain He suggests that rate reductions will not the controversial litigation Among those

And, while acknowledging there are "in- more business net, thus reducing demand for be severe or last too long because "memories who did comment, Mr Bolinder of Zurich-
stances of really drastic rate cuts," he con- reinsurance, Mr Ingrey said that reinsurers are not that short People were too hurt" in American said "It is a significant waste of
tends that "people talk about it because lt 15 "overreacted" in raising the price of rein- the last competitive cycle " management time and shareholders' money
the exception, not the rule " surance in the hard market He also points out that in the last cycle, to defend Ultimately, insurers will prevail

Price competition, "but not drastic cuts," In addition, the large property/casualty insurers knew their revenues were going The accusations are without merit "
is expected to continue through year-end for companies with huge surpluses may be right down, but did not realize that liability insur- However, Mr Bolinder is concerned by
smaller commercial accounts, Mr Thompson in buying less reinsurance, particularly from ance losses were going up so quickly In ad- proposals to repeal the McCarran-Ferguson
said companies with smaller policyholder sur- dition, interest rates are not as high as they Act, the 1945 law that grants states the regu-

There is, however, "significant price weak- pluses than their own, he said were during the last competitive cycle, and lation of insurance and provides insurers
ening" for commercial umbrella insurance, "If they want to keep $5 million or $10 the industry is now subject to higher taxes, with a limited exemption from antitrust law
he said, particularly at limits of less than $5 million net, I'm not here to second-guess he observed The result could be dual federal and state
million them," he said Zurich-American's Mr Bolinder, who ex- regulation of insurance, more reporting of

"That becomes a reinsurance problem very Previously, these same companies might pects rates to start hardening in the first to data to the federal government and more liti-
quickly because small companies have to have retained only $500,000 to $2 million third quarters of 1990 unless an unforesee- gation created by new uncertainties, he said
compete with large companies," Mr Thomp- net, reinsurance underwriters agree able event occurs to harden rates sooner, Permitting insurers to agree on policy
son said Predictions about when property/casualty points out that current pricing decreases are forms is important to permit insurers to op-

So far, however, the rate cutting that insurance rates will stop sliding vary, but not as "steep" as in the last competitive erate with "some certainty that the forms are
exists "is not reinsurance-led," Mr Thomp- everyone expects the resulting rate increases cycle Presuming the price cutting stops at appropriate and say what they should say,"
son said The big stock insurance companies to be less dramatic than in the mid-1980s year-end 1989, the price increases following he explained
are retaining the first $10 million or more of Mr Page expects an upturn in rates in will not be as steep, Mr Bolinder predicted Mr Ingrey of F&G Re said "If there were
their exposures, he said 1990, and said he hopes the increases will "We expect the market to soften awhile," any validity to that suit, the same people

"It's mid-1981," said Paul B Ingrey, presi- not be as severe as in the mid-1980s said Mr Goldberg "People are overly opti- who supposedly colluded could stop the
dent of F&G Re Inc in Morristown, NJ, the "The industry regrets the severity and mistie on when lt W111 change " price decreases today " .

Grace proposes tort, environmental lobby
By KATHRYN J. McINTYRE for what would be essentially a national asbestos removal

'1 am talking about coalition-building, of program affecting 3 6 million buildings "
WHITE SULPHUR SPRINGS, W Va -W R Grace & Co The Environmental Protection Agency estimates the cost of

intends to organize U S business to lobby for tort and prod- using our individual expertise and such a program at $51 billion, Mr Grace said, but asbestos
uct liability reform and "an appropriate response to environ- strengths in a joint effort to provide a removal contractors "see a $250 billion market, and the
mental needs," its president said last week Building Owners & Managers Assn puts the tab at a stag-

"We as a group are prepared to take the lead," J Peter private-sector solution to this growing gering $4 trillion "
Grace told a joint meeting of the National Assn of Casualty (Two bills are pending in the Senate Environment and
& Surety Agents and the National Assn of Casualty & Surety national problem,' says Mr. Grace. Public Works Committee, which are not expected to be acted
Executives at The Greenbrier on during this session Both bills-S 981, introduced April 9,

"We are determined to take a proactive posture in this 1987, by Sen Robert Stafford, R-Vt , and S 1809, intro-

area," he said, outlining Grace's four-point "call to action" vate-sector volunteers who studied the federal government to duced Oct 22, 1987, by Sen Max Baucus, D-Mont -would
campaign recommend how it could be more efficient require the EPA to set standards for identification and

• A strategy will be developed and "selectively" circulated The commission's report, released in January 1984, in- abatement of asbestos in federal and other buildings )
to other business leaders for review and cluded 2,478 recommendations that could save the federal Numerous scientific studies around the world have con-

, I 1npUt government $424 4 billion over three years cluded that asbestos in building air is normally at such low
"I ask you, in the meantime, to write me The commission, which did not receive federal funding, levels that lt poses no significant risk to human health, Mr

or Gov Carey with any ideas or sugges- raised $78 million to finance its work Grace said

tions you have in this area," Mr Grace "I learned that the way to attack a major national problem "According to a recent study, the danger from radiation
said, referring to former New York Gov like the federal deficit was not to rely on government alone," from living in a brick building rather than a wooden building

Af * 1 Hugh Carey, who as executive vp of Grace Mr Grace said is at least 14 times greater than the danger from exposure to

r
, leads the company's Office of Environ- "In too many cases, the role of government is to uphold the asbestos in buildings," Mr Grace said

 ./.'-. mental Policy in New York status quo and hold up the taxpayer Furthermore, there iS no evidence of an occupant of a
• Those companies that have not con- "Broad national problems are solved through bipartisan building suffering from asbestos-related diseases, he contin-

tacted Grace will be called for the name of coalitions, through partnership between the public and pri- ued
Mr. Grace a key contact person with whom Mr Carey vate sectors," he said Noting that Mr Carey testified on these bills recently, Mr

can work "The problem of the environment and how to preserve it" Grace said, "For the first time, our legislators in Washington
• Daily educational meetings will be held with key con- and product liability problems deserve this kind of attention, now realize they may in fact be barking up the wrong tree

gressmen and their staffs to educate them on the issues Mr Grace said with well-intentioned but misguided legislation "
"We should also identify a half-dozen or so senior insur- Addressing tort problems, Mr Grace said "The lawsuits W R Grace was a major producer of asbestos-containing

ance spokespeople who are willing to testify on behalf of this pile up as everyone sues everyone else on the slightest pretext fireproofing material for buildings and has been named in
new partnership," Mr Grace said of environmental effect and lury awards become more and asbestos bodily injury and property damage lawsuits Its

• Efforts to educate the media and the general public will more outlandish " fireproofing materials are in commercial and municipal
be made through participation in radio and television talk Mr Grace warned "Just as the federal debt could bank- buildings, including schools
shows rupt the public sector, so too could toxic torts ruin the pri- Mr Grace called on the insurance industry to work with its

"We want to work with you in formulating a strategy, in vate sector, unless we join together to stop this foolishness clients "to secure reasonable and workable ways to preserve
putting together a team to accomplish this strategy and then "Already the courts are clogged with cases The systems are and improve our God-given right to clean land, air and water
to get it done," Mr Grace said overloaded Massive and conflicting government regulations for all our people" and "to break the loglam of litigation that

"I am talking about coalition-building, of using our indi- at all levels have all of us confused Costly and frivolous is bloating the cost of settlements and forcing American busi-
vidual expertise and strengths in a Joint effort to provide a litigation is squandering our resources and distracting man- ness to become less and less competitive internationally "
private-sector solution to this growing national problem," he agement attention from the efficient allocation of products Mr Grace stressed that "we are not just talking about dol-
said and services lar savings here " He called for a "better system of dispute

Building this kind of business team iS not new to Mr '*And all of this is taking place with no perceivable benefit resolution and compensation awards to deserving individu-
Grace He led the Grace Commission, which was appointed to society and with no apparent resolution in sight," Mr als" and "fair and equitable relief" for injured parties
by the Reagan administration in June 1982 and involved 161 Grace said The members of NACSA and NACSE gave Mr Grace a
executive committee members and more than 2,000 pri-- Mr Grace also reported that "forces in Congress are calling standing ovation after his remarks .



Insurers, agents seek account stability
By KATHRYN J. McINTYRE

WHITE SULPHUR SPRINGS, W.Va.--As
competitive pricing continues in the prop-
erty/casualty insurance market and the inev-
itable rate increases of a new hard market
grow closer, the advantages of long-term re-
lationships between insurance buyers and
their underwriters again are an issue.

"This is a good time to think about who
your underwriter is," says

'»E Richard Page, chairmanand chief executive officer

of broker Fred S. James &
Co. in New York.

1 "You can strike up
I a . .three-to five-year re-
' lationship with an annual

review of the rates. If you
are of good will, you can

'ID do it," Mr. Page said.
Mr. Page A long-term relation-

ship requires an under-
standing that the underwriter has to make a
reasonable profit and the buyer has to pay a
reasonable price, he said.

And, Mr. Page warns that "if we can't get
stability" in the price and availability of in-
surance, "we may be facing federal interven-
tion."

There are plenty of long-term relation-
ships in the insurance business, Mr. Page
noted.

"There is an awful lot of business that does
not get put out for bid. We don't lose a lot of
clients," he said, including small accounts.

William C. Cohen Jr., chief executive offi-
cer of Insurance Management Associates Inc.
in Wichita, Kan., said: "If insurers see sta-
ble clients, they don't go all the way up with
the peaks and all the way down with the val-
leys. London underwriters are more attuned
to this than domestic markets.

"I've never had London cancel a risk mid-
term or abandon a risk," said Mr. Cohen,
whose agency placed 12% to 15% of its
$112.2 million in 1987 premium volume in

'1've never had London cancel a risk midterm or abandon a risk,'
says William C. Cohen Jr. of Insurance Management Associates

Inc. in Wichita, Kan., which placed 12% to 15% of its $112.2
million in 1987 premium volume in the London market.'The

domestic companies will cancel midterm and abandon risks.'

the London market. "The domestic com-
panies will cancel midterm and abandon
risks."

Insurers, however, complain that clients
are too willing to cancel their coverage mid-
term for savings with another underwriter.

Mr. Cohen acknowledged that some clients
will cancel midterm when a competing bro-
ker quotes a premium savings of 15% to 20%
from another insurer.

He suggests insurers writing a new ac-
count at midterm "ought to be asking them-
selves, 'Why are we doing this midterm?' If
the client will do it for them, the client will
do it to them."

Richard M. Womack, chairman of MeGriff,
Seibels & Williams Inc. in Birmingham, Ala.,
said his agency advises clients to stay with
their insurers for smaller rate decreases in
competitive markets because rate increases
will also be more moderate in a tight market.

"The less-sophisticated will tend to jump"
to a competing insurer with a lower price, he
said.

Sometimes, Mr. Womack noted, an agent
seeking new business will "lead the client
astray" with a premium quote that is too low
to last. The agent ultimately may not be
able to deliver the lower premium, or the
premium may be increased by the insurer
after an audit of the client, he explained.

Larger clients appear more interested in
long-term relationships.

"We see less account movement in the soft
cycle among the larger accounts," said Wil-
liam Bolinder, president of Zurich-American

Insurance Group in Schaumburg, Ill.
"We see a lot of quoting activity, but the

incumbent seems to stay-with coverage ex-
tensions and higher limits." There also is "a
little bit of price cutting" by incumbent in-
surers, Mr. Bolinder said, adding, "you don't
see that much price cutting in large ac-
counts.'

Mr. Bolinder also noted "most of our large
account book is accounts of long standing"
and includes foreign-owned companies,
which "tend to take a long-term view of
relationships and the marketplace. They
know the premium is not the most important
part or the biggest part of overall cost."

Reducing loss costs is more important, Mr.
Bolinder maintains, citing good medical cost
control and good loss control. Delivering
consistent service and following claim in-
structions also are important, he said.

However, what Mr. Bolinder calls "com-
modity business," which includes policies
generating $5,000 to $7,500 in premium, "are
very price-sensitive and being shopped quite
widely."

Accounts "with heavier exposures, cover-
age needs and service needs-they are stay-
ing," he said of accounts generating $35,000
to $50,000 in premium. "They are not as
price-sensitive because there are switching
costs" related to claims and service needs, he
said.

"In the $500,000 to $1.5 million premium
range, they are being marketed quite widely
but, depending on the switching cost, they
are either moving or not."

insurance

William E. Thiele, senior executive vp of
Continental Corp. in New York, commented:
"It is not true that a big share of the market
is up for quote every year."

Continental, he noted, retains 80% to 85%
of its commercial package business on re-
newal.

And most special risk and difficult ca-
sualty accounts are -concerned about secu-
rity" offered by their insurers, he said.

Fireman's Fund Insurance Cos.' new con-
tingency fee formula for its agents encour-
ages long-term relationships, though that
was only one reason the formula was
changed this year.

The formula this year was changed to re-
ward a high percentage of renewal business
from being based on the profitability of the
business for several reasons, said Morgan
Davis, president of the insurer's Commercial
Lines Division in Novato, Calif.

The formula was changed "because they
have no control over the loss ratio; no agent
is statistically credible; and most payments
are made for long-tail
lines and the results on

that business take a long A · '1
time to come home to 0/ ulll
roost," he explained.
There is a loss ratio , . 

component in the formula,
Mr. Davis said, but the
formula is geared to re- di i/ilb

-

tention of accounts by U »3·- -
unit and not by premium W 1 
volume. Mr. Davis

"This supports 6ur
strategy," he said, "of getting business tha

transaction for the client.

many insurance companies are talking abou
long-term relationships now, "in the hare

the time in the market" i

Get tbe Business Insurance advantage
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of the 10 largest reinsurance brokers.
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special report.
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Low rates for workers comp Update

could trigger crisis: Insurers Suit seeks to enforce Prop 65
Continued from page 2
Inc , Alpha Beta Co , Raley's, and Thrifty Drug & Discount Stores

WHITE SULPHUR SPRINGS, best states it looks good " Under Proposition 65, any group or individual can notify local
W Va -Workers compensation in- ==m=n Continental is finding opportun- and state prosecutors of their intent to bring legal action against
surance could be the next crisis  ities to write workers compensa- alleged violators In this instance, Mr Van de Kamp decided to
line of insurance, observers say CONFERENCE tion insurance for a profit, he prosecute the case in the state's name

Rates are too low in several pointed out Continental's workers The anti-toxins law requires that warnings be displayed when
states to support continued under- The Greenbrier

compensation insurance volume products contain a significant amount of chemicals known to cause
writing of the line, say several in- has grown almost 20% due to cancer or birth defects (BI, Aug 1, April 4)
surance company executives and twofold, he suggested Too many growth in payrolls, benefits and
agents and brokers who attended insurers treat workers compensa- rate increases, he said ERISA-related suits narrowed
the Joint meeting of the National tion as a "cost-plus lines," seeking While Texas lS considered a

Assn of Casualty & Surety Agents rate increases when costs go up problem state for workers compen- SAN FRANCISCO-Employees in California have lost their
and the National Assn of Casualty And, efforts of some insurers to sation, Continental continues to broad rights to recover punitive and non-economic damages in
& Surety Executives last week at control medical costs-which ac- write comp there because "rates in suits against group health care insurers
The Greenbrier count for more than 40% of work- Texas have gone up 100% in three The 9th U S Circuit Court of Appeals ruled on Oct 4 that a

As insurers reduce the amount of ers compensation claim payments years and more are on the drawing California statute that enables health care insurance beneficiaries
workers compensation insurance -are thwarted by systems that board," Mr Thiele said to sue insurers for delays in or denials of claims payments does not
they write on a voluntary basis, will not permit medical cost con- William H Bolinder, president apply to employee benefit plans regulated by the Employee Retire-
more employers are forced to buy trols allowed in the group health of Zurich-American Insurance ment Income Security Act
their insurance from assigned risk business Group of Schaumburg, Ill , says The court ruled in Kenney us Connecticut General Life Insurance
plans The losses on the business Mr Davis advocates reforming that the insurance Industry's in- Co that claims stemming from an ERISA-regulated plan should be
written under the plans at rates the workers compensation system ability to obtain adequate rates for ad]udicated under federal rather than state law

that are too low then are appor- "so that carriers have an incentive workers compensation insurance is ERISA provides that insurers or claims administrators have 300
tioned to workers compensation to do something instead of pass the result of what he sees as the days to act on a claim after it is filed, explained Leonard Sacks, an
insurers in the state based on each cost along " insurance Industry's biggest prob- Encino, Calif, attorney representing the plaintiffs ERISA also pro-
insurer's share of the market He suggests that the workers lem "Our image with the public hibits plaintiffs from seeking punitive damages or damages for

It is generally agreed that rates compensation system needs to be We haven't conveyed our role in emotional distress, which the California law permits

are far too low in Maine, Louisiana reformed not only to permit the use society, and we haven't managed In the Kenney case, which was filed in December 1982, the plain-
and Texas, while some add Minne- of medical cost controls, but also to our affairs well " tiff sought $250,000 in damages for emotional distress and $500,000
sota, Massachusetts and California "prevent abuse" of the system The For the long term, Mr Bohnder in punitive damages from Connecticut General, which administered
to the list of problem states for in- right to file for stress-related 111- 15 concerned that workers compen- claims under a group health plan sponsored by a contractors asso-
surers writing workers compensa- nesses, for example, can be abused, sation in the United States could ciation The suit charged that the insurer delayed for 11 months the
tion as can the right to obtain voca- be nationalized as it is overseas payment of $90,000 in health claims for the Kenneys' infant son,

Rates were so low in Maine that tional rehabilitation services, he -By Kathryn J Mcintyre Mr Sacks said

several insurers pulled out of the said Because of the claims payment delays, the Kenneys did not
state's market for workers com- "In California, if we don't get 1 promptly pay the hospital that provided care to the infant The
pensation (BI, Nov 30, 1987) comp reform, it will be the next in- Next week hospital then sued the Kenneys and eventually employed a collec-

"Workers compensation is a itiative battle," Mr Davis pre- tion agency to seek payment from Connecticut General, Mr Sacks
problem for the future," said Mor- dicted, because "costs are up and Reports on panel discussions explained
gan Davis, president of the Com- benefits are not " during the NACSA/NACSE Connecticut General could not be reached for comment
mercial Lines Division of Fire- William Thiele, senior executive meeting at the Greenbrier co-
man's Fund Insurance Cos in vp of Continental Corp in New vering the growth of alterna- Former AIG unit vp indictedNovato, Calif "Companies are less York, said -Comp is a huge line, tive markets, state guaranty
willing to write in many states" and the industry averages are ter- funds and other industry NEW YORK-A former American International Group Inc offi-
because their losses are too big rible But, if you take out the worst issues Will appear Oct 17 cial was indicted last week on charges of embezzling more than

The problem of rising costs is states, it improves, and in the 10 - $1 8 million between 1984 and 1988, said a spokeswoman for Man-
hattan District Attorney Robert M Morgenthau

Two insurers skip annual gathering The 74-count indictment against Robert M Guarnaccia, a former
vp of AIG subsidiary American Home Assurance Co, Included
charges of grand larceny, forgery and criminal possession of stolen
property, the spokeswoman said The charges carry a maximum

WHITE SULPHUR SPRINGS, W Va -Reliance In- register late forced to stay in other accommodations sentence of 81/3 to 25 years in prison
surance Cos and The St Paul Cos Inc were conspicu- Although a few registrants at this year's meeting Mr Guarnaccia iS accused of spending at least part of the money
ous by their absence from the joint NACSA/NACSE speculated that the absence of Reliance and St Paul on sports gambling
meeting last week this year could signal the beginning of the end of the Mr Guarnaccia pleaded innocent He was freed on $50,000 bail

Attendance at the joint meeting of the National NACSA/NACSE meeting as a premier gathering for AIG filed a civil complaint in connection with the alleged embez-
Assn of Casualty & Surety Agents and the National leaders of the property/casualty insurance industry, zlement against Mr Guarnaccia in New York State Supreme Court
Assn of Casualty & Surety Executives at The Green- most registrants consider the more than 60-year-old in Brooklyn in July Mr Guarnaccia denied the accusations and
brier the first week of October has been considered tradition well-entrenched and in no danger of de- filed a $500,000 counterclaim against AIG (BI, Aug 22)
essential for property/casualty insurance company creamng in popularity
leaders to maintain good relationships with their The letter from Reliance to NACSA was written by Crash victims can sue in U.S.
major producers, most of whom are NACSA members Dean W Case, president and chief executive officer of

However, Philadelphia-based Reliance and St Paul General Casualty Cos , a Reliance unit PHILADELPHIA-The families of British victims killed or in-

decided the expense of attending the meeting was too The letter stated "In the past, we have seen our par- lured in the November 1986 crash of a Boeing Co helicopter m the
high and other opportunities to meet with their major ticipation as an opportunity to strengthen working re- Norwegian Sea can sue the manufacturer for damages in the United
producers made attendance this year unnecessary, ac- lationships with our agents in this first-class setting States, a Pennsylvania state court judge has ruled
cording to their statements explaining their decisions However, in recent years, the tenor of the meeting has Judge Bernard Avelhno of the State Court of Pennsylvania in

The daily rate at The Greenbrier ranges from $115 to changed, and the true benefits to be derived have Philadelphia last month dismissed a motion of forum non conven-
$310 per person, which includes breakfast and dinner diminished Further, at a time when our industry iS iens filed by Boeing Vertol Co, now called Boeing Helicopters, a
Since spouses almost always attend, and the bulk of under such close scrutiny by regulators and the public Ridley Park, Pa, division of Seattle-based Boeing, said David
the registrants arrive on Saturday and leave on in general, we feel a little less ostentation 15 the order Burnside, a partner of the Aberdeen, Scotland, law firm Clark &
Wednesday, the minimum Cost is about $920 for each of the day Wallace Mr Burnside represents the families of 39 of the 45 vic-
company representative-before lunch, greens fees and "This was a tough decision to make and I want you tims killed in the crash, as well as the two survivors
other incidentals-plus travel Costs to know how we came to make lt The expense 1SSUe 8 The plaintiffs are suing the Boeing division for negligence They

Some of those attending the meeting speculated that an important part of lt, but not the only part We are seek unspecified damages, Mr Burnside said
the antitrust litigation brought by 19 state attorneys concerned that, at a time when we are working hard to A Boeing official was unavailable for comment
general against insurers and certain insurance trade reduce our expense ratios, our participation might The Boeing Vertol 234, a civilian version of the Chinook military
associations may have been a factor in St Paul, Minn - send the wrong signals, both to our agents and to our aircraft, plummeted 300 feet Into the Norwegian Sea off the Shet-
based St Paul's decision not to attend own employees land Islands just before it landed (BI, Nov 17, 1986)

St Paul announced its decision in a letter to NACSE "Please be assured that our decision not to attend

dated May 24 Reliance's decision was announced in a the meeting at The Greenbrier this year does not Briefly notedletter dated Aug 26 affect our commitment to you, our independent agents,
Some registrants commented that the appearance of or to the American agency system We are as firmly The Pension Benefit Guaranty Corp. last week appealed to the

the titans of the U S property/casualty insurance and committed as ever to the agency system We just don't 2nd U S Circuit Court of Appeals in New York a June decision by a
reinsurance business gathering for five days at one of see this ]unket as the best way for us to invest in New York district court that the agency could not force LTV Corp
the country's most exclusive resorts could be misinter- stronger agency/company relationships " to restore three massively underfunded pension plans (BI, June
preted The St Paul letter was written by Chairman Robert 27) Members of the Pollution Liability Insurance Assn. late

However, John H Bretherick Jr, president of Conti- J Haugh, who said last month voted to continue operating the facility through 1988
nental Corp in New York, took that concern head-on "For years, the time and expense of the NACSE/ and into 1989, according to the group's president PLIA-a volun-
in his public remarks as outgoing NACSE president NACSA meetings was warranted because they served tary association of 14 insurance companies-is one of three markets

"Some of our observers at times have suggested that our company well in two ways First, the meetings of- for environmental impairment liability insurance A Maryland
the industry's 'fat cats' gather here at The Green- fered a convenient, efficient means for several senior jury awarded Maryland's Deposit Insurance Fund Corp. $112
brier I can honestly say that I don't see any here, but executives of our companies to discuss general busi- million in compensatory damages in a suit against former directors
perhaps that is meant as a compliment because I've ness matters with many of our key agents Secondly, and officers of real estate syndicator Equity Programs Investment
never seen a stupid fat cat," Mr Bretherick quipped the general educational portions of these meetings met Corp EPIC's collapse led to the liquidation of TMIC Insurance Co

"I am not apologetic about this meeting, or its loca- a company need (BI, April 11, Feb 29) The jury was still considering late last week
tion or that we have an opportunity to listen to speak- "However, the agency and broker programs we've whether to award punitive damages in the case The Shelby In-
ers from both inside and outside our industry to dis- developed in the last few years are enabling a larger surance Co of Shelby, Ohio, will pay the owners of an Indianapolis
cuss the issues of the day," he continued number of our executives to interact more efficiently Ramada Inn $4 million for damages caused by the Oct 20, 1987,

"Frankly, primitive meeting places for a large group with our key producers, and the expanded programs of crash of an Air Force jet into the hotel The Ramada owners are
hke this are hard to come by," he said other industry conferences are serving our particular expected to sue the Air Force for unreimbursed damages Shelby

Indeed, the whole of The Greenbrier 1: taken over by needs at less expense " also is expected to begin subrogation against the Air Force
the more than 1,200 registrants, with some people who -By Kathryn J Mcintyre
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Image needs polishing: Industry execs
By KATHRYN J. McINTYRE

WHITE SULPHUR SPRINGS,
W.Va.-The property/casualty insur-
ance business needs to do more to

improve its public image, agree the
outgoing presidents of the National

Assn. of Casualty & Surety Agents
and the National Assn. of Casualty &
Surety Executives.

CASUALTY ACTUARIES, INC.
· Loss Reserve and Rate Evaluations for

Insurance Companies and Self-Insureds.
· Statutory letters of opinion on loss and
loss expense reserves.
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&
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Medical Plan • Workers' Comp.
MEDICAL ACCESS MANUAL

Reduce cost and improve relations with
•Doctors • Problem Cases • Workers' Comp.

Industrial Medical Access
P.O. Box 1426 Winchester, VA 22601

1-800-942-9666 (Ask For Ext. 501)

"I've come v the conclusion that

even though our business is an es-
sential one, it is not the public's job

to find out about us. It is our job to
let it see us and to explain our busi-
ness," said John H. Bretherick Jr.,

NACSE's outgoing president.
"We have a long way to go," he

said.

Citing feelings of general mistrust,

NACSA/NACSE
CONFERENCE

The Greenbrier

even downright hate of the insurance
business by the public, John F. Rus-
sell, NACSA's outgoing president,

Insurance services guide

PTS
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• Professional Liability
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Louis W. Biegler
President

SUBROGATIOA
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FREE
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For your FREE copy call

1-800-237-3405
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AMERICAN SUBROGATION ATTORNEYS, INC.
P.O. Box 3184 • Church Street Station • New York, NY 10008

called on insurance companies and
their producers to "re-establish our
industry's reputation for integrity."

The two executives spoke at the
joint NACSA/NACSE annual meet-
ing at The Greenbrier last week.

Mr. Bretherick, president of Conti-
nental Corp. in New York, expressed
his frustration that the public does
not see the insurance business as he
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knows it to be: "full of knowledge-
able professionals of the highest in-
tegrity."

He also cited misunderstandings in
the courts over the relationship be-
tween rising claims costs and rising
insurance costs.

To counter these problems, Mr.

Bretherick urged the audience "to
take some time to do some plain talk-
ing about the insurance mechanism
and how we do business."

In addition to insurance trade as-

sociations, "all of us need to speak
out and take a stand," he said, ex-
plaining: "If we do a better job of
letting people know about the issues
with the candor,
the knowledge
and the integrity
I know you pos-
sess, I think we 4

can begin to +
sway public

opinion more po- 
sitively."

This is espe-
cially important
today, Mr Mr. Bretherick

Bretherick said,
citing some of the challenges he sees
confronting the insurance business:
"the lawsuit crisis, the California
initiatives situation, difficulties in

lines like workers comp (and) the
auto insurance debacles in New Jer-

sey and Massachusetts."
He added: "I admit that we

brought some of these problems on
ourselves, but some-like the eco-
nomic and medical cost inflation-

we didn't.

''I think the public should un-
derstand more about us. Perhaps
then some of these problems would
become more manageable."

In California, for example, insur-
ers could have consistently and over
the long-term communicated with
the public about the advantages of
no-fault automobile insurance in-

stead of being forced to launch a
last-minute campaign in response to
insurance-related initiatives, Mr.
Bretherick said.

Insurers also need to communi-

cate with the public about the ef-
fects of increasing liability litiga-
tion, Mr. Bretherick said.

"We need to tell them why 'suing
mania' will not only affect their in-
surance rates but their daily lives,"

he said, citing the reduction in
available products, services and fa-
cilities because the risk of a suit

is too high.
Stressing that the messages need

not be "all gloom and doom," Mr.
Bretherick referred to the insurance

industry's efforts to reduce custom-
ers' loss costs through loss preven-
tion services delivered by individual
companies and through insurance-

supported associations engaged in
product, highway and fire safety.

"I am challenging each of you to
make communications one of your
primary responsibilities," Mr.
Bretherick said. "Go back to your
organizations and your people and
make them proud of our business.
Show your personal leadership by
communicating, explaining and
educating a public that I believe is
fair, rational and willing to listen
to us."

Mr. Russell, who is president of
Couper-Ackerman-Sampson Inc. of
Binghamton, N.Y., suggested that
insurance companies and producers
"must earn each others' trust before

we can re-enlist the public trust."

He suggested that to accomplish
that goal, producers work with in-
surers with a business plan and
meet commitments in volume and

profit and that insurers commit to
a consistent market presence, re-

sponsible underwriting and reason-
able commission guarantees.

"Our clients cannot understand

the severe swings in our business
that create the availability and af-
fordability issue," Mr. Russell
said.
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River Plate liquidators ask court 460

to wind up brokerage affiliate 455

450

By ROGER SCOTTON owed River Plate," said Mr Lines He de- dan by Mr Goberman at a meeting ear-
clined to elaborate on the transactions or the lier this year in Montevideo, Uruguay 445

HAMILTON, Bermuda-Liquidators of sums involved However, an inability to obtain River
River Plate Reinsurance Co Ltd have begun But, at the first meeting of River Plate Plate's official books and records has pla-
legal proceedings to also force River Plate creditors, held in Bermuda March 1, Mr Jor- gued the liquidators efforts since they were 440

affiliate Transcontinental Reinsurance Bro- dan said that it appeared from the com- appointed to oversee River Plate's liquida-
kers Ltd into liquidation pany's accounts that Transcontinental had tion and remains their biggest single hurdle 435

Liquidators David Lines and Michael Jor- received $4 2 million from River Plate in dnO.1040JeaSe, suenatunwwoo eojnosMr Lines says that despite repeated re-
dan, both partners with accountant Cork 1986 to pay ceding insurers Mr Jordan also guests, the hquidators still do not have River
Gully, a unit of Coopers & Lybrand, pre- told the creditors in attendance that, in 1987, Plate's books and records, which are be- 430

sented a winding-up petition for Transcon- River Plate paid the affiliate a further $2 lieved to be held at the company's offices in
finer·ltal to Bermuda's Supreme Court that lS million, a sum that he said Mr Goberman Buenos Aires, Argentina Without them, he
due to be heard this week had told him was settlement of a River Plate said, it will be difficult to identify creditors

River Plate, a 15-year-old Argentinian- debt to Transcontinental and evaluate claims

owned property/casualty reinsurer, was or- Mr Goberman's attorney-Alan Rein of "Because we have been unable to obtain Insurance Industry stocks turned upward last
dered into liquidation by the court on Jan 4 the New York firm of Killarney, Rein, Brady these books and records, I am unable to tell week, as the Business Insurance Index rose 45

(BI, Jan 18) after two Lloyd's of London & Fabiani-last week con firmed that the you what the precise trading relationship Points to 453 0 on Oct. 6 from 448.5 on Sept 29
syndicates sought the recovery of about sum being sought from Transcontinental was was between River Plate and Transconti- Advancing issues for the week were led by
$80,000 from the company The liquidators about $6 million nental," Mr Lines said Nobel Insurance Ltd., up 12%; Phoenix Re
estimate that River Plate, which stopped But, he said, "I understand that Transcon- He declined to reveal what steps are now Corp, up 8.296; Orion Capital Corp., up 65%;
writing at the end of 1986, has about 150 tinental's assets would not be sufficient to being taken or considered but in the past has and Alexander & Alexander Services Inc and
creditors and faces claims and Incurred-but- pay for the cost of this telephone call " made no secret of the fact that legal counsel Baldwin & Lyons Inc., each up 5.9% Declining
not-repoited losses estimated at $50 mil- Mr Rein said that Mr Goberman had re- is retained in Buenos Aires issues were led by Home Group Inc., down
lion (BI, March 14) cently authorized the voluntary winding up Mr Rein believes that the reason River 4.3%; Zenith National Insurance Corp., down

Mr Lines said last week that the petition of Transcontinental, which he described as a Plate's records have not been handed over is 3.4%; Frank B. Hall & Co., down 3.2%, Poe &
was filed after the liquidators had issued a River Plate intermediary because Mr Goberman could be charged Associates Inc.. down 2.9%; and Provident Life
statutory demand for payment against "We had hired a Bermuda attorney to wind with a criminal offense in Argentina if he & Accident Insurance Co., down 2.6%. Issues
Transcontinental, a Bermuda company that up Transcontinental, but that was before we provides the documents showing the most activity during the period
he said had a common shareholder base with received this statutory demand for payment "My understanding of Argentinian law is were: Sears, Roebuck & Co. (Allstate), 4.5 mil-
River Plate and had the same directors from the hquidators Now, I don't know that the entire River Plate liquidation pro- 1:On shares traded; Farmers Group Inc., 1.8 mil-
These include River Plate's managing direc- what we're going to do and I'm awaiting fur- ceedings have been tainted because they are lion shares traded, and Alexander & Alexander
tor and-majority shareholder, Argentine ther instructions from my client," he said being carried out on an ex parte (one-sided) Services Inc., 1.7 million shares traded. The
businessman Carlos A Goberman, and mi- "I think we'd prefer to do our own winding basis I have been told by lawyers in Argen- Business insurance index gained 1% for the pe-
nority shareholder, Juan Carlos Taboada up in Bermuda, but if they (Messrs Lines tina that the handing over of River Plate's riod, outperforming the leading market indica-

The statutory demand was not met and, and Jordan) want to do it for us, we may books and records to the liquidators could be tors: The New York Stock Exchange Composite
under Bermuda law, the liquidators then had decide to let them go ahead," he added considered a criminal offense," he said rose 0.1%; the Standard & Poor's 500 fell 0.3%;
legal ground to seek Transcontinental's com- "It could prove a cheaper alternative to Mr Rein noted that the hquidators had and the Dow Jones 30 Industrials dropped
pulsory winding up doing it ourselves " been offered an opportunity to inspect the 0.5%.

"The statutory demand followed our in- Mr Rein stressed that the information company's books in Buenos Aires but they
quiries regarding certain transactions be- contained in the winding-up petition was have declined British issues
tween River Plate and Transcontinental It freely supplied to the liquidators, adding "I think they would prefer possession of

1 Weelc
was issued to recover money we believe 15 that much of lt had been passed to Mr Jor- them," he said Oct. 6 Price P/E Div Yield High-Low

Companies pence pence % pencepenoeUnderwriting agreement rejected Commt Union 340 97 253 75 341-336

GenI Accident 894 81 580 65 897-879

Cont:nued from page 2 comment to the press in any case Gdn Royal Exch 181 98 131 72 183-177

tional Insurance Services Ltd , another firm headed by Mr Teale, as Mr Evans suspended Victoria's license last month after examiners Royal 384 79 300 78 384-380

underwriters for Victoria Sun Alliance 1006 76 547 54 1006-1000found that only $307,540 of its reported $25 3 million in assets were
Mr Gordon-Seymour said Victoria has asked Mr Teale not to use located within Georgia State law requires Insurers to have a mlnl- Brokers

this letterhead "because it is not correct " mum of $12 million in assets in the state
Bradstock 225 115 80 36 229-223

In interviews earlier this year, Mr Teale insisted that Fenmar has The insurer plans to transfer assets held by Goldman Dollar Se- CEHeath 435 140 345 79 438-415

binding authority for Victoria under a four-year management agree- curities Inc , an investment firm in Paris, to an Atlanta bank to meet Hogg Robinson 151 128 80 53 155-142

ment that expires in 1991 the department's capital and surplus requirements, according to Mr Lloyd Thonlpson 205 16 1 80 39 208-192

Mr Teale said that a separate agreement with TRT-which he de- Gordon-Seymour PWSHoldings 145 207 60 36 148-145

scribed as an "addendum" to the Fenmar agreement-provides that The suspension prompted Victoria to withdraw an application for Sedgwick Grp 230 19 2 16 0 70 234-224

underwriting of new classes of business must be cleared with Victoria Aram Investment Co, a British corporation, to acquire Victoria Steel Brrl Jones 216 193 133 62 228--214

first (BI, July 25) However, Mr Gordon-Seymour has said the application for change of
Wittis Faber 242 135 160 66 246-234

Responding to a written request for comment on this story, Mr control will be refiled when Victoria's license suspension is lifted Source Philip Olsen/Alan Clifton, Insurance Industry
Specialists Kileal & Ailken Stockbrokers,

Teale complained that he was not given sufficient time to answer The Florida Insurance Department also has ordered Victoria to stop London

questions and that he was ordered after Victoria's suspension not to Writing business in the state .

Bl Industry Stock Report OCTOBER 6,1988 9/30/88 THRU 10/6/88

Weekly Year to Date Annual Mkt/Bk Weekly Year to Date Annual MI(l'Bk

Pnce % change % change High Low Vol (000) $ Av % Yield P/E Book value value Pnce % change % charge High Low Vol (000) $ Div 96 Yield P/E Book value value

BROKERS Fremonl Gen Corp OTC 1138 12 182 13 50 8.75 137 0.60 53 12 1624 0.70

General Re Cop NYSE 5763 25 31 57.63 45.50 1099 120 21 124 26.21 2.20

Alexander & Alexander Svcs NYSE 2700 59 52 27.25 17.75 1688 1.00 37 193 3.71 7.28 Home Group Inc NYSE 1100 43 74 1438 10.75 313 0.20 18 26 1775 062

Baldwin & Lyons Inc OTC 18.00 59 500 1800 1200 9 020 11 71 18.31 098 Hanoverlns Co OTC 27.00 09 161 27.75 2050 33 036 13 56 25.10 108

Corroon & Black Corp NYSE 3200 20 133 34.75 28.00 71 108 34 48 5.43 5.89 Harleysville Group Inc OTC 1563 08 191 1638 1338 29 0.48 31 67 1665 0.94

Gallagher Arthur J & Co NYSE 1763 44 102 1888 1388 27 048 27 127 5.16 3.42 Hartlord Steam Boiler IMp OTC 31.00 00 348 3275 2250 132 120 39 112 1065 291

Hall Frank B & Co NYSE 363 32 260 550 288 68 0.00 00 12 7 0.00 N/A Kans City Life Ins OTC 30.25 00 152 3200 2525 0 000 00 112 29.60 102

Hib Aogal & Hamilton OTC 1188 10 21 E 1275 9.75 22 0.00 00 127 0.00 N/A Kemper Corp OTC 2675 29 305 27.90 20.75 341 0.72 27 84 26.50 1 01

Marsh & Mclernan Cos Inc NYSE 56.75 04 14 E 5850 4525 253 250 44 139 674 8.42 Lawrence Ins Group AMEX 1100 23 1444 11.63 450 1 0.24 22 180 290 379

Poe & Assoc Inc OTC 8.25 29 179 925 6.75 0 0.40 48 12 7 0.27 3056 Uberty Corp S C NYSE 39.13 03 102 47.25 34.50 9 080 20 139 1740 2.25

BROKERS AVERAGE 14 257 25 117 Lincoln Nat I Corp NYSE 5063 26 262 53.50 40.25 181 236 47 98 36.62 138

NAC Re Corp OTC 30.63 30 726 3088 1850 311 0.00 00 156 19.92 1.54

CONGLOMERATES & HOLDING COMPANIES Nobel Ins Ltd OTC 588 120 328 950 4.50 51 0.44 75 280 9.37 0.63

Nonhwestern Nat I Life OTC 31.25 00 366 31.88 2263 82 112 36 73 35.05 0.89

Berkley W A Corp OTC 27.50 09 146 29 00 23.50 396 0.36 13 61 1763 156
Oh. Cas Corp OTC 3525 07 28 38.25 32 25 229 188 53 70 2786 127

Berkshire Hathaway Inc DEL OTC 4825.00 15 63 6 5000 00 2755 00 54 000 00 21 4 69.38 1306
Old Rep int ICorp OTC 25.00 25 250 2588 19.13 181 0.74 30 59 27.82 090

ITT (Hartford Group) NYSE 49.50 08 100 53.38 43 25 974 125 25 68 52.23 095 Orion Cap Corp NYSE 1638 65 213 1763 1313 88 0.76 46 52 934 175

Sears Roebuck & Co (Allstate) NYSE 39.50 33 175 40.00 32.25 4519 2.00 51 98 34.74 114
Phoenix Re Corp OTC 988 82 520 950 6.75 45 0.00 00 58 1108 0.89

CONGLOMERATES AVERAGE 00 264 22 110
Protective Ute Corp OTC 1375 00 122 1513 1225 74 0.70 51 149 1725 0.80

Re Capital Corp AMEX 888 00 154 11.75 875 7 0.00 00 27 8 1149 0.77
INSURERS/REINSURERS Provldent Life & Acc Ins Co OTC 2400 26 536 2500 1563 471 084 35 522 27.45 0.87

St Paul Cos Inc OTC 4263 14 73 51.00 38.25 598 2.00 47 61 3583 119

Aetna Life & Cas Co NYSE 5100 07 127 52.50 39.50 1049 2.76 54 79 5356 095 SAFECO Corp OTC 27.75 22 00 3000 2275 479 108 39 86 21 39 130

American General Corp NYSE 33.88 07 67 3638 2750 455 140 41 91 2804 1 21 SCOR US Corp NYSE 763 00 175 9.50 663 66 0.10 13 53 9.39 081

Arner Heritage L,le Init NYSE 2688 29 108 2675 2400 2 108 40 117 20.98 128 Se,bels Bruce Group Inc OTC 1225 21 89 1425 11.00 24 0.80 65 82 1251 0.98

Amer Indly Fin I Com OTC 1025 24 139 1200 8.25 1 0.56 55 394 1526 067 Selective Ins Group Inc OTC 23.75 10 250 26.25 1925 25 1.24 52 53 1952 122

American Int I Group NYSE 67.00 17 117 66.88 49.00 1536 0.40 06 104 33.56 200 Statesman Group Inc OTC 3.44 00 267 556 3.13 24 0.05 15 53 3.48 099

Aon Corp NYSE 27.50 23 202 28.25 2188 167 128 47 94 1513 182 Toklo Marine & Fire Ins OTC 69.75 18 59 85 88 63.25 24 0.22 03 623 000 N/A

Argonaut Group OTC 42.25 06 42 0 49.00 29.50 55 0.00 00 69 29.19 145 Torchmark Corp NYSE 31.63 04 291 3350 24.50 239 120 38 100 1224 258

AVEMCO Corp NYSE 25.50 00 299 2875 1788 17 034 13 124 7.74 329 Tiansamenca Corp NYSE 3488 03 172 36.75 29.75 520 188 54 73 2494 140

Belvedere Corp AMEX 450 27 27 6.00 400 2 004 09 63 7.87 0.57 Travelers Corp NYSE 35.25 11 03 40 00 33 00 574 2.40 68 122 4528 0.78

BMACorp OTC 2900 55 84 36.75 25.50 282 120 41 269 24.45 119 Trenwick Group Inc OTC 13.13 00 281 1350 9.75 9 016 12 102 1541 0.85

Chubb Corp NYSE 5800 02 38 63.38 51 25 302 216 37 67 46.13 126 United Fire & Cas Co OTC 2725 19 48 27.25 24.00 4 108 40 49 22.56 121

CIGNA Corp NYSE 5338 18 216 55.38 42.75 752 296 55 86 49.19 109 United States Fid & Gty NYSE 3100 12 88 34.38 28.88 499 2.64 85 78 1953 159

CNA Fin ICorp NYSE 6538 50 175 64 63 51 00 479 000 00 97 4640 1 41 UNUM Corp NYSE 2525 10 365 2550 1788 342 0.48 19 115 28.53 0.89

Continental Corp NYSE 3925 23 13 41.63 34.75 308 2.60 66 81 42.10 0.93 USLIFE Corp NYSE 3800 03 333 40.13 28.00 95 128 34 98 46.77 081

Durham Corp OTC 35.50 00 651 36.25 21 50 27 0.92 26 335 26.00 137 Wash,ngton Nat I Corp NYSE 27.25 33 141 28.75 24.00 50 108 40 127 3233 084

Farmers Group Inc OTC 7138 02 773 71.75 40.50 1761 1.44 20 170 2202 324 Zenith Nat I Ins Corp NYSE 1788 34 192 2388 1500 142 0.80 45 86 1253 143

Fireman s Fund Corp NYSE 32.75 08 260 33.50 25.75 258 050 15 115 26.17 1.25 INSURERS/REINSURERS AVERAGE 09 189 32 128

Forum Re Group OTC 069 00 242 119 063 0 0.00 00 12 051 135 ALL COMPANIES AVERAGE 09 202 31 127
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Not only does Home Insurance accept difficult prop-
erty risks like lumberyards, race tracks, tanneries,vacant
and foreclosed properties.We go out of our way to welcome
them.

That's because our seasoned underwriters are spe-
cially trained to look beyond the surface appearances of a
new prospect. The more "special" the property, the more
their creative juices flow. That means a contented client.
And, of course, a contented producen

rhe Home Insurance Conipaily is a member of The Home Group, Inc.

,f

Our special skills in the area of loss control permit us
to take a flexible approach to underwriting. And we're able
to keep an open mind about writing difficult risks, because
our Special Property Division is backed up by the corpor-
ate strength of Home Insurance.

So if you've got a property as difficult as a lumberyard
on your hands, call Home. It's not only practical. It's profit-
able. For more information, call Home, (212) 530-7223, and

ask for George Law, AssistantVice President.

Home Insurance
There's no place like it.
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