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Trial set for today
in Shell dispute

By STEPHEN TARNOFF

SAN BRUNO, Calif.-The trial in the largest insurance coverage
dispute over pollution claims ever to reach the trial stage is sche-
duled to begin today in a high school theater near San Francisco.

San Mateo County Superior Court Judge William Lanam will
preside over a jury trial in which Shell Oil Co. is seeking coverage to
pay potentially billions of dollars in cleanup costs for pollution at
the Rocky Mountain Arsenal near Denver and McColl Air Force

, Base in Fullerton, Calif.
The litigation involves more than 250 of Shell's

e
liability insurers dating back to the mid-1940s. The
trial could take more than a year to complete.

Some insurers place the amount of coverage at
issue at approximately $2 billion.

But, Shell is contending it has nearly $10 billion in
coverage based on the fact that seven occurrences-
six at the arsenal and one at McColl-triggered the
pollution and the fact that many of the policies did

not have aggregate limits, said Shell attorney William E. Hegarty,
with the New York firm of Cahill, Gordon & Reindel.

, "It's the largest environmental insurance coverage case that has
ever been tfied to date," said Mitchell Lathrop, an attorney with the
San Diego office of Adams, Duque & Hazeltine, who represents St.
Paul Fire & Marine Insurance Co.

"It is very significant in that it is the first major litigation involv-
ing environmental pollution," said Ronald Mallen, with the San
Francisco firm of Long & Levit, who represents CNA Financial
Corp. units. "The resolution of the issues in this case will provide
very persuasive precedent for generations in environmental pollu-
tion litigation."

"The petrochemical industry and the insurance industry are
Continued on page 46

RIMS organizing coalition
to amend Risk Retention Act

NEW YORK-The Risk & Insurance
Management Society Inc. plans to orga-
nize a coalition to convince Congress to
pass proposed changes to the Risk Re-
tention Act advocated in a recent Com-
merce Department report.

Those changes include amending the
federal law to make clear that insurers

providing coverage to risk purchasing
groups would have to meet the licensing
or surplus lines rules in only one state-
where the group is domiciled-and that

Continued on next page

Congress should amend
COBRA penalties: Official

By JERRY GEISEL

WASHINGTON-The tax penalties impised on em-
ployers that fail to comply with COBRA's health care
coverage continuation provisions go too far and should
be overhauled, a Treasury Department official says.

Susan Scherbel, attorney/adviser in the Treasury
Department's Office of Tax Legislative Council, is
the first Reagan administration official to speak out
against the COBRA penalties, which she :ars are "dra-
conian."

Ms. Scherbel says Congress should act to replace the
current COBRA penalties with excise taxes that could
be tied to the severity of the employer's vic·_ation.

This excise tax approach would be fairer than the
current penalties, which have produced a tidal wave of
employer complaints.

Under Internal Revenue Service regulasions imple-
menting the Consolidated Omnibus Budget Reconcilia-
tion Act of 1985, a one-day violation of The COBRA
health care continuation rules invc,lving just one em-
ployee would cost an employer its entire .annual tax
deduction for health care expenses.

The same penalty applies regardless of whether the
violation was willful or inadvertent and quickly cor-
rected.

In addition, under the current penalties, all of a
company's highly compensated employees would be
taxed on the cost of their employer-provided health
care coverage if the company violates COBRA.

Ms. Scherbel, who helped draft the COBRA regula-
tions, says Congress clearly did not intend such a
severe result when it enacted the COBRA statute last

year. However, she says there is lit:le that the reg-
ulatory agencies can do to alter the penalties, explain-
ing that COBRA does not give the IRS or the Trea-
sury Department the authority to amend the penalties
on their own.

Speaking last week before a meetir-Z of the National
Employee Benefi 3 Institute in Washington, Ms. Scher-
bel said it is up :o Congress to amend COBRA penal-
ties.

"We cannot create a new set of r2gulations. This
would have to come from Congress. We would have to
have a legislative change," she explained.

Ms. Scherbel's remarks could give a push to legisla-
tive staffers to craft new, more reasonable penal-
ties as part of a technical corrections bill to last year's
tax reform law or as part of a new budget reconcil: a-
tion bill that now has started to wind its way through
Congress, Washington observers say.

"If the Ireasury gets behind this, the possibility of
change being made increases substantially," said Ed-
ward J. Davey, a vp with Johnson & Higgins in New
York.

"The Tea.ury clearly is uncomfortable with the law.
It is trying to open up the discussion with Congress,"
pointed out Sharon Canner, director of employee ben-
efits for the National Msn. of Manufacturers in Wash-
ington.

In fact. staff members from the Joint Committee on
Taxation, the Senate Finance Commistee and the
House Ways and Means Committee already have met to
discuss COBRA changes, though no changes have yet
been final.zed, according to lobbyists.

Continued on page 7

Leaders unsure of extent of rate cutting
By KATHRYN J. McINTYRE

WHITE SULPHUR SPRINGS, W.Va.-Lower
property and casualty insurance premiums will
be the norm for most commercial insurance
buyers renewing policies through the end of the
year, but just how much lower is uncertain.

Most insurance brokers report more rate
competition among the country's largest pri-
mary insurers than the executives of these in-
surers admit is occurring.

Whatever the range of rate reductions, both
brokers and insurance company executives ex-
pect a competitive insurance market through
the end of the year.

Generally, brokers peg rate reductions at 25%
ts 50% for property insurance and 10% to 25%
for primary liability insurance, depending on
the characteristics of the account. Excess lia-
bility insurance and directors and officers lia-
bility insurance are becoming cheaper and
some insurers are increasing limits for the same
premium.

The larger the account, the more likely insur-
ers will compete for it, producing larger price
breaks, brokers and insurers agree.

While insurance rates have been coming
down throughout 1987, most insurance com-
n.nv ,weraitives and insurance brokerage ex-

ecutives agree that generally the price of insur-
ance is still high enough to produce profits,
with the possible exceptions of commercial au-
tomobile insurance and umbrella insurance.

These policies are sometimes being written at
prices that will produce losses for insurers,
some insurers say. There also is growing con-
cern about rate adequacy for large property
risks.

Some brokers fear there is too much competi-
tion too soon and that insurers could be ca-
reening toward another rate war that will drive
them into operating losses again. The brokers
fear that would inevitably result in another in-
surance price and availability crisis for con-
sumers.

Executives of the large primary insurers,
which everyone agrees are driving the competi-
tion, contend that they are firmly committed to
producing profits and have the management
systems in place to enforce their commitment.
And some declare that their companies will give
up business and shrink if they must to avoid
losing money again.

Rate cutting is not being supported by rein-
surers, with the large primary companies writ··
ing insurance for their own accounts and not a
multitude of reinsurers to which they can pass

Continued on page 43

Ohio passes sweeping
tort, insurance reforms

Page 2

K

Photo: Kathryn J. Mcintytr

The verdant rolling hills of The Greenbrier in White Sulphur Springs, W.Va., was
the site for insurer and broker executives to discuss the state of the industry.

Earthquake not likely
to stir risk managers

Page 3  12 N.Y. exchange syndicatesseek to withdraw by year-end
Page 3



Update Ohio tort, insurance reforms
RIMS to seek risk act changes
Continued from previous page

rise from ashes, become law
only one state would have the right to approve rates and forms
provided to the groups By MEG FLETCHER casualty insurers decided the bill contained enough

Without these clarifying amendments, there could be years of tort reforms to overshadow its increased insurance

litigation as insurers and regulators contest the extent of state re- COLUMBUS, Ohio-Ohio's new massive tort and in- regulation, so the association did not oppose it
gulation over risk purchasing group insurers surance reform law is designed to make product liabil- "It certainly starts in the direction of greater pre-

No one likes uncertainty Insurers would be reluctant to provide ity htigation more predictable, while making it more dictability and more stability in Ohio, and that is a.
coverage to purchasing groups, and an important alternative could difficult for all plaintiffs to collect punitive damages positive move," Mr Kelso said
be lost," said Jon Harkavy, director of governmental affairs for Other provisions, of the 125-page law, which Gov Irs a significant bill, but we didn't get everything
RIMS in New York Richard F Celeste-signed last week, eliminate Joint we wanted," said Gene Wetzel, associate counsel of the

I don't think Congress wants legislation it passed to help buyers and several liability for non-economic damages when a Ohio Manufacturers' Assn The association has tried
plaintiff was partially at fault and substantially m- for a dozen years to get a product liability bill passed,to become a dead letter," Mr Harkavy said He added that the

Commerce Department report (BI, Oct 5) lays the foundation for crease the state insurance superintendent's regulatory he said It now plans to try to im-

technical changes Congress can make to the Risk Retention Act power
prove upon the new bill "after the

"We are pleased to have a first step in meaningful dust settles "

Punitive award overturned reform of Ohio civil ustice laws enacted," said Mark Previously, Ohio's product lia-

Davidson, chairman and president of the Ohio Alliance bility law generally was deter-

WASHINGTON-Merrell Dow Pharmaceuticals Inc does not for Civil Justice, which represents employers in the mined through judicial decisions,

have to pay $75 million in punitive damages to an 8-year-old boy state , according to an analysis of the bill
4

whose birth defects were caused by his mother's use of the anti- The governor's signing of substitute HB 1 last week prepared by the conference com-
./

nausea drug Bendectin, a federal judge has ruled ended about 11/2 years of debate that included Gov mittee

However, U S District Court Judge June L Green left standing a Celeste's veto of an €arher version of the bill on Dec The new law establishes a com-

$20 million compensatory award against the company on behalf of 19, 1986 (BI, Dec 29, 1986) prehensive statutory scheme to govern product 1 iab 11-
Sekou Ealy, who was born with deformed elbows and hands The law, which becomes effective in January and 1ty claims against product manufacturers and suppli-,

Last July, a jury awarded $95 million to the boy (BI, July 20) applies to actions occurring after the law's effective ers
Judge Green said that the evidence Dresented in the case against date, nearly died in conference committee over the The law still holds manufacturers strictly liable for

Cincinnati-based Merrell Dow did not support a punitive award summer as debate stalled while the alliance tried to their products but only if the plaintiff can prove
However, she found sufficient evidence to uphold the $20 million line up enough Senate votes to override the gover- the product was defective and the defect caused the
compensatory damage award against Merrell Dow, a unit of Dow nor's anticipated veto, Mr Davidson said plaintiff's in}ury

Chemical Corp In the end, the votes were not there so compromises Plaintiffs in product liability litigation must provide

A spokesman for Merrell Dow said the company was pleased with were reached, including the addition of the consumer a preponderance of evidence that the product was de-
the ruling, but will file an appeal with the U S Court of Appeal for safeguards Gov Celeste wanted in the product liabil- fective due to ltS manufacture or construction, design
the District of Columbia seeking that the compensatory award be ity provision of the bill, Mr Davidson explained or formulation, inadequate warning or inadequate in-
overturned or that a new trial be granted Dan Kelso, executive vp of the Insurance Federation struction or for failure to conform to a manufacturer's

The spokesman declined to comment on specifics of the com- of Ohio, said his association of Ohio-based property/ Continued on page 38

pany's insurance coverage except to say it had a complex program
that is a combination of insurance and self-insurance

Merrell Dow has primary and product liability insurance written Reinsurance 2 courts disagreeby Dow-owned Dorinco Reinsuranee Co and excess insurance

pltZ.fimwaintfuyoiudoerwlriersuntil 1983 It brokers on auditors' liability
has won 13 of 17 Bendectin trials to date, the spokesman said

Panels act on pension bills
to be listed By STEPHEN TARNOFF

WASHINGTON-The Senate Labor and Human Resources Com- Business Insurance will publish JACKSON, Miss -Two recent court decisions differ on the cir-

mittee last week approved legislation that would more than double its annual directory of reinsurance cumstances in which third parties that rely on audited financial

the annual pension termmatlon Insurance premium employers par intermediaries in the Nov 16 issue, statements may sue auditors for negligence

the Pension Benefit Guaranty Corp to $20 per participant from the which will include a spotlight re- In Touche Ross & Co us Commercial Union Insurance Co, the

current $8 50 port focusing on reinsurance Mississippi Supreme Court ruled in August that third parties rely-

The committee, which tacked the premium increase onto budge: topics ing on financial statements prepared by auditors can sue for neg-
reconciliation legislation, also approved a provision that would re- The directory includes both U S ligence if it was "reasonably foreseeable" to the auditor that the

quire employers that terminate overfunded pension plans to give and Bermuda-based reinsurance third party would rely on them

participants a share of the reversion And, the measure sets com- intermedlaries and serves as a re- But in Toro Co us Krouse, Kern & Co , the 7th U S Circuit Court

plex, new minimum funding rules
source to which subscribers can of Appeals in Chicago the same month interpreted Indiana law to

The measure was strongly criticized by the ERISA Industry Com- refer throughout the year apply a much more restrictive test before an auditor's liability can
mittee and the Assn of Private Pension & Welfare Plans for fail- There is no charge to be included be established

ing to set a variable-rate PBGC premium structure and for giving in the directory, however, com- The Touche Ross case involved Boston-based Commercial Union

participants-in the case of the termination of an overfunded pla7 panies that wish to be listed must Insurance Co 's reliance on an audit of Fidelity Bank of Utica in
fill out and return a questionnaire Utica, Miss The insurer relied on the audit when writing the bank-

-benefits that they were never promised
On the House side, the Education and Labor Committee already provided by Buszness Insurance ers blanket bond that insured the bank against employee fraud be-

has approved lifting the PBGC premium to $19, while the House Questionnaires may be returned ginning in November 1978

Ways and Means Committee agreed on a variable-rate structure by facsimile machine at 312-280- In 1979 the state comptroller declared the bank insolvent by ap-

under which PBGC premiums would range from $14 to $50, d€- 3174 proximately $7 million as a result of fraud by the bank's president

pending on how well a plan was funded Those two panels' propos- If you have not yet received a The Federal Deposit Insurance Corp subsequently made a claim
als also are part of budget reconciliation legislation questionnaire, please request one against Commercial Union under the banker's blanket bond policy,

immediately by calling Marilou and Commercial Union subsequently settled the claim for $1 mil-

Commonwealth suit stayed Jones at 312-649-5279 lion

The extended deadline for re- Commercial Union then sued New York-based Touche Ross in

NEW YORK-A federal judge has stayed proceedings in a suit turning completed questionnaires 1983, alleging the auditor was grossly negligent in preparing the

filed by Commonwealth Insurance Co against Beneficial Corp, 1,S to Business Insurance iS Oct 19 bank's financial statements

directors and officers and several others
Continued on page 38

The suit, filed in U S District Court earlier this year, charged
that the defendants defrauded Commonwealth on reinsurance d Inside--...--.-
assumed from American Centennial Insurance Co , a former Bene-
ficial unit, covering business produced by Barrett Treaty Corp an
ACIC managing general agent (BI, Aug 3) / Treasury Department officials finally realize that pen- Just,ce Department official PAGE 34

ACIC, which is not named in the suit, is currently arbitrating ames for employers not complying with COBRA are unfair
disputes with Commonwealth on the Barrett book and illogical, applauds this week's editorial PAGE 8 7 A new purchasing group will provide nurses with a

In an order issued Sept 22, U S District Judge Charles S Haight market for hard-to-find liability coverage PAGE 41

Jr stayed litigation on all but one of Commonwealth's charges, / Argonaut Gro.Ip Inc is being acquired for $620 million
pending the arbitration

in cash and stock PAGE 14 Departments
The stay order does not include Commonwealth's charge that Ask a risk manager 98 .

premiums were diverted by Barrett Treaty and its owner, Wilham Classifteds .....420 Employers adopting no-smoking policies in the work-

P Barrett, and another agency, Dennis J Vaughan & Co, and its place believe the programs will reduce their health Insur- Comings & go,ngs: buyers 41

principal, Dennis J Vaughan Comings & goings: industryance costs over lhe long term PAGE 16 90

While ACIC is not a defendant ln the lawsuit, the same reinsur- Dateboot, 11

ance contracts are at issue in both the litigation and arbitration, 9 Even If the PBGC is able to return three defined ben- Insurance services guide 46

Judge Haight noted efit pension plans to LTV Com , Congress still must give Legal briefs ......28

"If Commonwealth succeeds in the arbitration, then ap- the agency the revenue it needs to avert bankruptcy, the Letters

parently Commonwealth would have no damages to assert in the agency's chief says PAGE 20 London 18

litigation against these defendants," the opinion says Market® 14

In arguing against the stay, Commonwealth had claimed that it a•,0 In Perspectives. Moshe Porat. professor of nsk man- Opinione
would not be able to conduct adequate discovery in an arbitration agement and insurance at Temple University School Perspect,ves 27

proceeding of Business and Management, and Thomas Rattman, vp Products & services.... .............................................35

Continued on page 46 of CIGNA Investment Advisory Co, find Bermuda cap- Risk retention roundup.. ............................. ........... 41
t,ves use a short-term ,nvestment strategy PAGE 27 Ticker 47

Errors & omissions
40 Gamma lota Sigma,s work,ng to change the indus- Vol 21, No 41-Bus,ness Insurance (ISSN 0007-6864) is published weekly

• California employers that self-insure their workers compensa- try's image amoig students. PAGE 30 at 740 N Rush St, Chicago, Ill 60611-2590 Second-class postage is paid

tion risks are required to submit an audited report and post a secu-
at Chicago. 111, and at additional malling offices Postmaster Send address
changes to Business /nsurance, Circulation department, 965 E Jefferson

rity deposit equivalent to 135% of estimated future liabilities The &00 Business must rein activist ludges to curb Insurance Ave,Detroit, Mich 48207, 800-992-9970 or 313-446-1611 Copynght 1987
percentage was incorrectly stated in the Sept 28 issue affordability and availability problems, according to aUS by Crain Communications Inc



12 NYIE members ask to withdraw
By DOUGLAS McLEOD $170 million 0 Republic Western Syndicate Inc

An affidavit previously filed by an official of NYIE Secu- • Sentry Syndicate Inc
NEW YORK-Twelve New York Insurance Exchange syn- rity Fund Inc said that the preliminary Tillinghast report In addition, Syndicate of Wall Street Investors N V filed a

dicates, which accounted for almost one-quarter of the ex- estimated the insolvencies could amount to at least three notice of intent to withdraw and, more recently, a with-
change's 1986 gross premium volume, are petitioning to times the $39 1 million in the exchange security fund "with drawal plan, according to Betsy Brougher-Ayers, president ofwithdraw from the exchange by year-end room for possible deterioration" (BI, Sept 28) North Atlantic Treaty Managers Inc, which provides man-The exchange confirmed last week that 11 of its 45 syndi- Representatives of at least two of the six insolvent syndi- agement services to Wall Street Investorscates had filed withdrawal petitions by Oct 3 cates had not seen the confidential draft report as of last However, Wall Street Investors did not file ltS notice of

In addition, a 12th syndicate has filed a withdrawal plan, Wednesday, and these syndicates, as well as some solvent intent to withdraw until Sept 11, well after the Sept 1 dead-
although the syndicate failed to meet the Sept 1 deadline for syndicates, could contest Tillinghast's methods and conclu- line, according to exchange President Joseph Fahys
filing a notice of intent to withdraw-which must precede the sions after reviewing the study, syndicate lawyers noted
withdrawal plan Itself-and may be barred from withdraw- Under exchange rules, syndicates wishing to withdraw by

In an announcement last week, the exchange named 11 the end of the year had to file notices of their intent by Septing this year, syndicate and exchange officials say syndicates that have filed withdrawal plans They are
Together, the 12 syndicates accounted for about 233% of 1 and follow up with more detailed withdrawal plans by Oct

• Allianz Syndicate Inc 1

the exchange's 1986 gross written premium volume of $267 7 • Brougher Syndicate Inc
million, but only about 16 7% of 1987 first-quarter volume of The exchange has notified Wall Street Investors that ltS

• CU Syndicate Inc
$59 5 million notice of intent was received too late, Mr Fahys said How-

• First Riverside Syndicate Inc
Meanwhile, more details of a preliminary actual'ial report ever, the exchange also told the syndicate that it would be

• Fremont Syndicate Inc willing to take ltS withdrawal plan before the board ofon six of the exchange's eight insolvent syndicates emerged • Gamma Re Syndicate Inc
last week when a principal of the Tillinghast Division of governors-which must approve all such plans-at the

• Golden Hill Syndicate Inc board's Oct 23 meeting, he addedTowers, Pernn, Forster & Crosby testified at a Wednesday • Home Re Syndicate Inc Several of the 12 withdrawing syndicates had previouslycourt hearing that the six syndicates may be insolvent by • MONY-Re Group Inc Continued on page 6
1
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. California city plans
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r i' /· P
. to establish captive

13.tL . 4

By GLENN HUNTLEY municipalities to make the insuranceX company work
l I GARDENA, Calif -The Southern That should be no problem, said

California city of Gardena plans to Gardena City Manager Ken Landau,
establish what may be the first cap- because Los Angeles County alone

ir tive insurance company created by a encompasses 84 cities
\ local government as a response to ris- Gardena is awaiting a permit from

1
' ing rates and shrinking capacity for the state Department of Insurance to

. municipal liability insurance solicit other local governments
Vi ;/. The captive, which city officials say The city has reached an interim

could be operating by next July, agreement with Doctors' Management
. would be established as a mutual in- Co of Santa Monica for development

.

K'* surer owned by Gardena and other and first-stage management of the
.* California municipalities Policy- company and hopes to provide the de-

'! holder/owners would select the limits partment with a detailed plan of op-
=r they desire within a yet-undeter- eration by early 1988

Y mined range and pay corresponding The city envisions that the captive
A

premiums initially would provide liability cov-
Photo AP/Wide World If successful, the captive may even- erage for local governments and laterLos Angeles suffered only minor damage from the quake, such as cracked walls and windows. tually expand and provide commer- offer municipal liability insurance to

cial property and liability insurance, public entities statewide

Few aftershocks homeowners insurance and automo- If the captive is successful, city of-
bile policies for residents of munici- ficials would like to offer commercial
palities that are policyholder/owners liability, homeowners, automobile 11-
of the captive, according to city offi- ability and property coverage to resi-

Earthquake shifts few insurance plans
cials dents of participating municipalities

However, officials of a Northern The captive would be capitalized
California county that provides risk through taxable bond issues by the

By GLENN HUNTLEY
management services for 17 cities and captive's policyholders/owners Ac-

"We've been pretty lucky, I guess," said Cris the head of the Public Risk & Insur- cording to Mr Landau, the amount of
and DONNA DiBLASE Haislip, Fleetwood's insurance manager "All ance Management Assn 's pooling each municipality's bond issue would

we're getting is the aftershocks " section criticize the city's plan
LOS ANGELES-Southern California's recent depend on the amount of capital It

Fleetwood, like many other companies in the And, the state Insurance Depart- would have to contribute to the cap-
spate of earthquakes may have stirred the popu- area, does not purchase earthquake coverage Ms ment already has told the city that tive, which would depend on the
lace but probably will not cause many changes in Haislip said the company recently renewed ltS state law would prohibit the captive amount of coverage it would seek
corporate risk management and earthquake in- property policy for a three-year term and proba- from writing commercial liability, from the captive The bond issues
surance programs, area risk managers say bly will not seek additional coverage for earth- homeowners and automobile coverage would be repaid by the insurer's cash

For example, while the shaking earth caused quakes while the policy is in effect for residents flow

light fixtures to fall from the ceiling at Fleetwood Overall, insured losses suffered by area busin- A feasibility study conducted by The city-which currently pays
Enterprises Inc, a major manufacturer of recrea- esses remain low, as insurers expected soon after Security Pacific Merchant Banking $150,000 annually for $10 million of
tional vehicles and manufactured homes based in the quake (BI, Oct 5) Group in Los Angeles indicated the general liability coverage excess of a
Riverside, it will not tngger changes in its risk The major temblor, measuring 6 1 on the Rich- city of about 50,000, which borders $1 million deductible through The
management program Cont:nued on page 40 Los Angeles, would need to attract Authority for California Cities Excess

participation from at least four other Continued on next page

Wine maker presses $57 million suit
By GLENN HUNTLEY The odor made the wine "truly undrink- France, and since the early 19th century

able and unmarketable," Mr Hancock said has produced some of the finest Bordeaux
- SAN FRANCISCO-A French wine pro- In its lawsuit, filed in August, the wine wines, according to the lawsuit
ducer, which claims an insecticide applied maker seeks actual damages of between $5 The chateau's customers include some of

to Its vineyards has produced a foul smell million and $7 million and punitive dam- the finest restaurants in France and noted
in three of its vintageS, is suing the U S ages of at least $50 million European wine merchants Its wines also
manufacturer of the chemical for $57 mil- Chevron, a division of San Francisco- are marketed in the United States, the suit
lion based Chevron Corp , denies that the insec- maintains

In a suit filed in San Francisco Superior ticide caused the odor in the wine and says According to court papers, Phelan Segur
Court, Chateau Phelan Segur, a wine maker a problem m the winery's manufacturing bought back 150,000 bottles of its 1983 vin-
in France's famed Bordeaux region, 15 suing process may have caused the odor tage last year after it was found to have an FRANCE
Chevron Chemical Co, claiming the wine The winery does not have insurance to odor resembling "the smell of rotting cab-
producer has been forced to buy back ltS cover losses caused by the application of a bage or asparagus " The winery subse-
1983 vintage and withhold ltS 1984 and defective product on its crops, Mr Hancock quently withheld ltS 1984 and 1985 vin-
1985 vintages said tages, which also were found to be odorous St. Estaphe

to "turn stomachs" and has been traced to ability insurance coverage while the law- University of Sciences in France performed
chemical residue left by Orthene 50, an in- Sult 15 pending against the company, a extensive tests of the Chateau Phelan Segur Bordeaux region

secticide applied to the winery's vineyards spokesman said wines and concluded the odor emanates
between 1983 and 1985, said John C Han- Chateau Phelan Segur's 250-acre vine- from mercaptans, a chemical residue
cock, attorney for Phelan Segur with the yard in the wine country near the small vil- Mr Hancock said mercaptans are left
San Francisco firm of Hancock, Rothert & lage of St Estephe in southwest France from the breakdown of acephate, the active
Bushoft is considered one of the most important in Continued on page 12 Map Amy Palmer
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Captive planned

B'nai B'rith to honor B/ publisher Contznued from prevlous page
Liability pool-would maintain its
current coverage and deductible
through the captive

NEW YORK-Buszness Insurance Publisher lecki was an advertising sales representative Mr Malecki also serves as fund-raising Gardena City Councilman Mas

Alfred Malecki has been selected by B'nai with Advert,sing Age, also published by Crain chairman of the Robert S Spencer Memorial Fukal said he erpects that the

B'rith International to receive its National In- Communications Foundation, a scholarship fund established city's premium to the captive

surance Industry Achievement Award Mr Malecki, who for the advancement of risk management stu- would be significantly lower than

Mr Malecki will be presented with the was born and edu- d,es its current premiums And, if few

award at a gala dinner on Dec 8 at the Grand cated in Leipzig, The Dec 8 dinner honoring Mr Malecki will or no claims are made against the

Hyatt Hotel in New York City Germany, escaped be chaired by L Patton Kline, vice chair- city, the city may not need to pay
man of Marsh & McLennan Cos Inc in New premiums to the captive after

Seymour D Reich, president of the 500,000- the Nazis in 1938
member organization, said Mr Malecki was After moving to York In addition, Ron Judd, executive direc- about seven years because of the

singled out for his impressive and innovative South America he tor of the New York-based Risk & Insurance amount of reserves it would have

achievements in the communication of risk embarked on a mar- Management Society Inc, will serve as associ- built up during that period

management and employee benefit informa- keting career that ate chairman of the event Mr Fukai initiated the plan this

tion culminated in his ap- Proceeds from the event will support B'nai year as a response to years of ris-

Mr Malecki has been with Business Insur- pointment as man- B'rith's nationwide community service pro- ing deductibles and premiums for

ance since the magazine s inception in 1967 ager of Mobil 011 I grams, reaching youth, senior citizens and liability coverage-despite a good

He served as the magazine's first advertising Corp 's operations in cther members of the community through vol- claims record-through a conven-

director and was named publisher in 1970 Bolivia Mr. Maleckl Lntary action and leadership development ac- tional insurer before it joined

Later that year he also was elected a vp at Mr Malecki has tivities ACCEL last year Although the

Crain Communications Inc, which publishes been engaged in pub- Tickets to the gala dinner are $350 per per- city's premium dropped after join-

Business Insurance lishing activities in the United States since son For more information, contact Ralph ing the pool, its deductible was un-
Before joining Busmess Insurance, Mr Ma- 1953 Oppler of B'nai B'rith at 212-490-3290 changed

Historically, the city's pure loss
ratio has been less than 10%, Mr
Fukai said

City officials say the captive
"47,11 r: ,1 " ·,lf ' , , rri , ..11 lb'

;1,111111,fl':''I , , fr '.  f' , , : . :, 4 , : , <,11„1, & ,1 4 , , 11. 1'IT 1 111' probably would be the first of its
kind in the country "To our
knowledge no other city has tried

1 1 14 1t 1'074 1 11' this," Mr Landau said
Other than the Transit Mutual

I , ff f Insurance Corp of Wisconsin

, **MA /3 m tilt '' i>/00 #"" 16
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formed by 15 medium-sized city
. ,/; /1'114' 114) . .

74 8' -T, 1131
1 ' i .r bus systems (BI, Sept 15, 1986),

the Gardena program may become

»21- the only public-sector captive
-mJ - 7¥Z'*:» formed in the United States, said

111% * 41- 4 1 1 Jay Muzychenko, senior staff asso-
R

ciate with PRIMA in Washington,
. DC
i I I.

t ' Other public entities in Califor-
/4

1 nia have worked hard to develop

 *'11'1 .

*ft /7, , 4
P+11, , risk financing alternatives like

1 4
11 lit' 4, ./ pools and super pools, but this may

%4*1 5 1 11, 11 U 12 7, *:  '441.&5 - 8 TmiN., , I be the first time a city has pro-

<44 - S »r , \ · 2 posed to start ltS own insurance
A '' I. hsf

i
company, said Jeffrey W Pette-

- 2

i V d 6,+C,LJO '_
7/ I

tl

24

grew, risk manager of the Contra
I r

Costa Municipal Risk Management

'fl

# _- .1 A 4 1 51\ ,
Insurance Authority, which pro-
vides risk management services to

1 + I
4. -*. 1-' \

r -- 17 San Francisco Bay-area cities
However, Mr Pettegrew said he

does not understand why Gardena
f would want to form a captive in-

surer "I don't know why they
would want to do that in California

with the plethora of pools and
other alternatives," Mr Pettegrew
said

"It seems like a direction that's

11;' ,· r,1 r''IT'.; ; 1 not needed and not supported in
California "

In addition, using insurance pre-
mium payments from a public en-

j
tity to support financing of an in-

r **4 1 , *'rr surance company would be "an
abuse of public funds,'' said
Harold Pumford, president of

1. ,
, *1 PRIMA's pooling section

 Li,/,0 <, C,#m "It'ss ludicrous to me to pre-
/9 1 fl \$ B 11 1 fund," said Mr Pumford, also chief

i F' executive officer of Tulsa-based

OML Municipal Insurance Group

14*'

#j#740111;ji )j0fd,
1 of Oklahoma, a self-insured mu-

nicipal liability pool

.>6)*r.14 Mr Landau said members of the

iiI
' 6,11 /{If.11,< ,,"

Gardena city council were aware
I / tr : its plans would not be popular but

added that they are undeterred by
criticism

"Our City council isn't afraid of
the insurance industry," he said

FROZEN ASSETS The captive would proceed
slowly at first to establish Itself
and look at how ltS might later ex-
pand, Mr Fukai emphasized

Should a nishap putyouratrclaft or_ ice, expenenced AAU Gairns Speciallsts can fly directly But, the city's plan to write com-

to the scene-m one of our own company planes-ready to put you back in buslness without mercial liability, homeowners and
automobile coverages has already

delay Applyingexperose they've gained as pllots or mechanics, they'll q J ckly assess the damage run into a snag Mr Landau said

and £How through with the repair Eacillty to make sure quallty work (and not necessanly the state Department of Insurance
informed him that state law pro-

the cheapest) is done Because of AAU's expedited response, your valiable airclaft asset is not hibits municipalities from provid-

grounded and idle-unpioductively frozen-but able to quickly ing those types of coverage to resi-
dents

rsume its role as a useful business tool Count on AAU's 50-plus £71 , A department official was out of
yeats of expenence to keep your assets flymg FIYING FIRST CLASS town and unavailable for com-

ment

But Gardena officials argue the
law prohibits municipalities out-
side of California from providing
coverage to state municipalities
through a captive and that the law

ASSOCIATED AVIATION UNDERWRITERS, 9 1 ]FK Patkway Shott Hilk M {)7078 ATLAN-A · CHICAGO · DALLAS · DETROIT · KANSAS Cir ·LOS ANGELES · NEW YORK· SAN FRANCISCO · SEATLE does not apply to Gardena
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1hanks to
modemmedidne,
he'llnowbe able

tooutlivehis savings.

Advancements in medicine are helpingAmericans live
longer than ever. But not everyone is financiallyprepared
for a longer life.

Particularly retirees who end up needing expensive
long-term care. Currentlx that's 6 million people.That
number should be 14 million by the year 2020.

Personal savings are seldom enough to paythe costs of
retirement health care. And Medicare and Medicaid are only
a partial solution. Companies with retirement health care
benefits also face the problem ofunfunded future liabilities.

Additional solutions must be found to address this

retirement health care cost issue thatwill eventually affect
every person, company and institution in our country
Ideas that go beyond traditional products.

/1

.

At NWNL Group, we're devdoping an employee benefit
program called LifEScope® that would provide for a person's
retirement and working years.What makes the LifeScope
Program unique is its comprehensive approach to providing
benefits. It is more than life insurance and a nursing
home policy

Bymanaging the delivery ofhealth care and planning
for future needs, the LifeScope Program can find alternatives
that make health care more affordable, while allowing
individuals to live independently The program's benefits
would be voluntary flexible and portable.

Many dements of the LifeScope Program have already
been put into place through current NWNL Group benefit
programs. Using our resources as the nation'sloth largest

group insurance company, we will soon be adding
more elements.

To find out more about NWNL Group and the LifeScope
Program, contact Ginny Patrick, NWNL Group, Box 20,
Minneapolis, MN 55440 or call (612) 372-5784. Because now
is the time to begin solving the problems of providing
health care in the future.

1 NWNL GROUP
Tbe right benefitsfor today
Tbe right ideasfor tbejitturer

Sources for statistics: Employee Benefit Research Institute, 1985; National Underwriter, 1986
A division of Northwestern National I.ife Insurance Company, Minneapolis, MN (not admitted in the State of NewYork). The North Atlantic Life Insurance Company of America, Jericho, NY (a member of the NWNL Companies)
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N.Y. exchange
Continued from page 3

confirmed filing notices of intent
and withdrawal plans (BI, Sept.
21).

One syndicate that had filed a
preliminary withdrawal notice-
The 1792 Co., a CIGNA Corp. unit
and the exchange's largest syndi-
cate-did not file a withdrawal

plan and will continue as an un-
derwriting member during 1988,
the exchange announcement said.

The exchange recently declared
1792 impaired after reserve addi-
tions and the drawdown of its

$500,000 security fund deposit-
which each syndicate includes in
its surplus--left the syndicate
below the $2.2 million minimum

surplus requirement.
The impairment declarations

against 1792 and four other syndi-
cates were based on the syndicates'
reported June 30 surplus, and the
impairments of several of these
syndicates could be corrected by
the time Sept. 30 quarterly state-
ments are filed, exchange officials
say (BI, Oct. 5). Officials of 1792
could not be reached for comment.

In an interview, Mr. Fahys cited
two possible reasons for the nu-
merous withdrawal decisions:

• The failure of some syndi-
cates' underwriting experience to
perform up to expectations.

"To put it succinctly, they lost
money," Mr. Fahys said.

• A change in direction of some
syndicates' parents toward consol-
idation of operations, which meant
discontinuing the syndicates.

In a prepared statement, he
added that the experience of the
remaining syndicates is improving,
with active underwriting members
posting a 102.2% combined ratio
for the first half of 1987, compared
with 119.4% for all of 1986.

Roy G. Nelson Jr., president of
Johnson & Higgins Willis Faber
(USA) Inc. and head of the ex-
change's syndicate members asso-
ciation, also noted in the prepared
statement that the withdrawing
syndicates generally were "mini-
mally capitalized" with $5 million
or less "and therefore may have
been unable to attract and retain

business at the exchange."
Some withdrawing syndicates-

including CU, Fremont, Gamma
Re, Golden Hill, Republic Western
and Sentry-have been inactive for
several months to over a year.

Mr. Nelson also noted in the

statement that the syndicates that
will stay on the exchange in 1988
accounted for 80% of the ex-

change's premium volume during
the first half of this year.

However, several of the with-

drawing syndicates were among
the exchange's largest in 1986
based on gross premiums:

• Home Re Syndicate was the
exchange's fifth-largest, with $13
million in gross written premiums
and $4.9 million in surplus.

• Allianz was the ninth-largest,
with $10.1 million in gross premi-
ums and $8.1 million in surplus.

• Brougher was the 10th-lar-
gest, with $9.6 million in gross pre-
miums and $4.3 million in surplus.

In total, the withdrawing mem-
bers-including Wall Street Inves-
tors-accounted for $62.3 million,
or 23.3%, of the exchange's 1986
premium volume of $267.7 million
and $56.7 million, or 28.6%, of the
exchange's aggregate surplus of
$198.2 million as of Dec. 31.

(The aggregate exchange figures
include results of all insolvent syn-
dicates except Heartland Group
Inc., which has been ordered liq-
uidated by a New York court.)

Assuming that all the with-
drawal plans-including Wall
Street Investors'-comply with ex-
change rules, are approved by the
board and are not challenged by
other members, the exchange will
enter 1988 with 25 syndicates.

This number excludes the eight
insolvent syndicates but includes
the five syndicates recently de-

clared technically impaired.
Mr. Fahys noted that the re-

maining syndicates will have com-
bined surplus of roughly $160 mil-
lion and will write about $140
million in gross premiums in 1988.

Meanwhile, further details of the
draft Tillinghast report on six in-
solvent exchange syndicates
emerged last week at a hearing on
lawsuits filed by three syndicates
to prevent the drawdown of their
security fund contributions.

Brougher, Wall Street Investors
and Senate Syndicate Inc. sued
NYIE Security Fund and the ex-
change in state Supreme Court last
month, charging the security fund
did not follow proper procedures
in the drawdown.

The two-part security fund in-
cludes a deposit fund, to which
each syndicate contributes
$500,000, and a surcharge fund,
into which each syndicate pays a
percentage of gross premiums.

The security fund biard voted
last month to draw $25 million
from the deposit fund after a re-
view of the Tillinghast report indi-
cated that the fund's potential lia-
bilities would exceed the

approximately $14 million in the
surcharge fund (BI, Seft. 14).

Last week's hearing before Jus-
tice Irving Kirschenbaum included
testimony by Howard T. Cohn, a
Tillinghast principal involved in
preparing the report.

Lawyers representing the NYIE

It's a matter of defense.

To do battle against loss and liability,
you've got to be armed with the right informa-
tion. Which is why you should make Hartford
Specialty your ally.

Whether your company payroll numbers
100 or 100, 000, Hartford Specialty can meet
your loss and claim information needs. With
just the right combination of systems,

attempted to have the hearing
closed on the grounds that the re-
port was a confidential document,
but the motion was denied.

Mr. Cohn testified that Tillingh-
ast projected the total liabilities of
the six syndicates at $215.7 mil-
lion, net of reinsurance recoveries.

He added that if the actual num-

ber is less than this, it is expected
to be no more than 10% below the

projected amount. If the actual
number turns out to be higher, it
may be 25% more than the pro-
jected $215.7 million, he testified.

After adding liabilities for un-
collectible reinsurance and sub-

tracting uncollected premiums and
the syndicates' assets, Tillinghast
concluded that total insolvency of

the six syndicates is $170 million,
Mr. Cohn testified.

The six syndicates covered by the
report are Burt Syndicate Inc.,
First New York Syndicate Corp.,
Realex Group N.V., Heartland,
Pine Top Syndicate Inc. and U.S.
Risk Inc., he testified.

Liquidation petitions are pend-
ing against Burt, First New York
and Realex. The NYIE recently
asked the New York Insurance De-

partment to petition for the liqui-
dation of Pine Top and U.S. Risk.

The two insolvent syndicates not
included in the report are KCC
New York Syndicate Corp., which
the exchange has asked the depart-
ment to liquidate, and Candon

Continued on next page

savvy and service.
Like a monthly loss report that's as easy

to read as it is comprehensive. Or customized
claim reports that can give you the whole
picture.

With our Customer Allocation System
you can assign medical, indemnity, and
expense dollars to profit centers - individually,
or in any combination.



Continued from previous page
Syndicate N.V., which has obtained an injunc-
tion against liquidation proceedings.

Tillinghast will not prepare a final report on
the syndicates until the exchange signs an en-
gagement letter with the firm.

Until last week, the exchange had not shown
the confidential draft report to at least two of
the insolvent syndicates-Burt and First New
York-or to other solvent syndicates. including
Brougher, Wall Street and Senate.

Roy Pomerantz, a lawyer with the New York
firm of Kroll & Tract representing the Brougher,
Wall Street and Senate syndicates. received a
copy of the report at last Wednesday's hearing
under a confidentiality agreement.

Peter Bickford: an attorney with Calinoff &
Katz in New York representing Burt, said he
also expected to receive a confidential copy.

Mr. Bickford, who attended last week's hear-

ing. said he has several questions about the
methods and conclusions of the report. includ-
ing whether Tillinghast considered commutation
agreements between insolvent syndicates and
ceding insurers and how Tillinghast arrived at
incurred-but-not-reported reserve projections.

He also expressed concern that the $215.7
million net liability figure is misleading, ex-
plaining that a solution to the insolvent syndi-
cates problems-which could include commuta-
tions. among other things-may significantly
reduce that figure.

The exchange is currently pursuing a bailout
plan for the insolvent syndicates that would in-
volve consolidation of their assets and liabi-

lities into a single run-off syndicate known as
Syndicate 100 (BI, Aug. 31).

In addition, Burt and First New York have
filed rehabilitation plans with the New York de-
partment, though both are on hold pending liq-

uidation proceedings, Mr. Bickford said.
Mr. Bickford and Mr. Pomerantz said they will

not know the extent to which Tillinghast's
methods or conclusions can be disputed until
they have read the report.

'Their conclusions will be called into ques-
lion. To what extent or to what degree is open at
this point," said Mr. Pomerantz, who is sche-
duled to cross-examine Tillinghast's Mr. Cohn
at a Tuesday hearing.

Mr. Bickford said that if Tillinghast's conclu-
sions stand up, Burt and other syndicates may
have a more difficult time sustaining their posi-
tion that they have viable rehabilitation plans.

The size of the insolvency projected in the Til-
linghast report, which was preparedto support
the Syndicate 100 plan, may also raise questions
about the plan's viability, though Mr. Bickford
maintained that such a solution is viable re-

gardless of the draft report's conclusion. I

Our interactive, on-line OSCAR system expertise tempered by nearly two centuries
lets you specify the type of report you TestOur of experience.
want or even create your own from For more information contact

a data base that's 24-hours current. Response your broker or the nearest HartfordIt's all backed by the same supe- Specialty office. We'11 be glad to do
rior service that's made The Hartford Ability some reconnaissance.

a leader in the insurance industry. Why wait? In the never-
Challenge us. You'll find that HARTFORD Y ending battle to manage risk,

we respond with innovation and SPECIALTY we're your best defense.
The Insu·arce Pec.ple ofITTA

COBRA penalties
Continued from page 1

"There is interest among staff
and members in making changes,"
said Mark Ugoretz, executive
director of the ERISA Industry
Committee, a Washington-based
benefits lobbying organization
representing large employers.

He says he is optimistic that
Congress will make changes-if
ernployers keep up the pressure.
"No one in Congress wants to see
a constituent lose a tax deduction.

A rule of reason will prevail."
On Capitol Hill, staffers agreed

that the door is open for changes to
COBRA that would tie penalties to
the length and type of violation.

"The door is not closed," said

Phyllis Borzi, pension counsel for
the House Labor Management-Re-
lations Subcommittee and an aide

to Subcommittee Chairman Wil-

liam Clay, D-Mo.
The COBRA penalties are getting

more recognition on Capitol Hill,
said Lawrence Atkins, an aide to
Sen. John Heinz, R-Pa.

The penalties "serve as a disin-
centive for employers to start new
plans or continue current health
care plans," Mr. Atkins said.

While Congress may be willing to
consider changes to COBRA penal-
ties, employers should not expect
that the current penalties will be
gutted, government sources say.

While the current rules go too
far, they have forced employers to
take charge of their benefit plans
to ensure that the rules are obeyed
and health care benefits properly
extended, Ms. Scherbel said.

"Congress wanted an 'atom-
bomb' effect," Ms. Borzi said at the
NEBI meeting.

Observers say the new receptiv-
ity in the regulatory agencies and
in Congress to altering the COBRA
penalties is a direct result of letters
from employers to the IRS protest-
ing the penalties (BI, Sept. 21). The
IRS received more than 1,000 let-

ters, 99% of which criticized the
tax penalty, Ms. Scherbel said.

Most of the employers said strip-
ping away a company's entire tax
deduction for health care expenses
was unfair because such a penalty
failed to distinguish between will-
ful and inadvertent violations.

In addition, employers griped
that the size of the penalty was not
tied to the number of violations.

Employers also complained that
an innocent employer-that was
not directly at fault for a COBRA
violation-could still lose its tax

deduction under collectively bar-
gained multiemployer welfare plan
arrangements. For example, if a
multiemployer plan administrator
violated COBRA, all employers
contributing to the plan would lose
their tax deductions for health care

expenses.

Under COBRA, most public and
private employers must extend
health care continuation coverage
to employees' widowed or divorced
spouses and dependent children for
up to three years (BI, June 22).

In addition, except when fired
for gross misconduct, former em-
ployees have the right to obtain
continuation coverage for up to 18
months after employment ends.

The only groups of employers
that are clearly excluded from this
broad benefit mandate are those

with fewer than 20 employees (in-
cluding part-time employees) that
are not part of a "controlled
group" or a collectively bargained
multiemployer welfare plan, and

religious organizations that oper-
ate so-called church plans.

Companies under common ow-
nership are considered a controlled
group.

Companies can charge COBRA
beneficiaries a premium of up to
102% of the cost of coverage, in-

cluding any costs formerly paid by
the employer. COBRA benefi-
ciaries have to pay this premium at
least monthly or more frequently if
the employer requests. I
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Which is whythe CIGNA companies* created an organiza-
tien to manage long4errn disability claims exclusively.

Ithas a rehabilitation program to help people return to
productive w6rk. And that's helping companies hold down
the cost of providing assistance tothe disabled employee.

Unfortunately. notall employees who are rehabilitated
can return totheir oldjobs. So wealso help tofind new
jobs by providing assistance in vocational training and
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So it's not surpnsing that C GNA is one of the leading *
providers of long4e disability insurance. offering
coverage to c panies of all sizes.

To find out how our program can woR for your company,
write to CIGNA Companies. Dept. R-A. One Logan Square,
Philadelphia. PA 19103.

Because when it comes to making
a complete recovery, work may be CIGNA
the best medicine.

Connecticut General Life Insurance Company. Life Insurance Company of North America. INA Life Insurance Company of New York.
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Letters
Continued from page 8

I have continually asked insurers
to join me in wcrking to make the

legal system more efficient so ev-
eryone could benefit (except the
lawyers), but they apparently pre-
fer to seek massive cutbacks in the

legal rights of citizens rather than
true legal reforms based on hard
analysis of data, which the indus-
try still refused to produce.

J. Robert Hunter

President

National Insurance

Consumer Organization
Alexandria, Va.

Rep. Stark's bill
worse than COBRA

To the editor: Many employers
were surprised .ast year by a pro-
vision in the Consolidated Om-

nibus Budget Reconciliation Act,

i I.- -

appropriately referred to as
COBRA, that mandated continua-

tion of employer-provided health
insurance coverage. This year, the
minimum health insurance bill in-

troduced by Sen. Edward Ken-
nedy, D-Mass., has received a great
deal of attention, but the bill that

is most likely to pass immediately
is the risk-pooling bill sponsored
by Rep. Fortney "Pete" Stark, D-

Calif. That bill is part of this year's
Budget Reconciliation Act (BI,
Aug. 17; July 20; Jan. 12).

This year's serpentine surprise

has all the potential to make
COBRA look like a garden snake.
The risk-pooling bill's economic
bite is well hidden but substantial.

The bill amends ERISA pre-emp-
tion so that states can establish

risk pools for the uninsured and
uninsurable, with losses subsidized

by both insured and self-insured
employers. Curreritly ERISA pre-

First they insiste4/ on m r
exclusions...

!

Then the bit about a sunset
clause...

...And

share?

empts state laws that purport to
require self-insured employers to

share in risk pool losses, which
makes most state pools impracti-
cal.

If Rep. Stark's bill is passed,
which now appears highly likely,
the magnitude of employers' po-
tential exposure if every state
enacts a risk pooling bill and every
uninsured American is included

could reach $40 billion annually in
1987 dollars. Stated more directly,
it would effectively impose a 30%
tax on employer health insurance.
Even if risk pools only covered
one-third of the uninsured, em-

ployers would effectively face a
10% tax on their health insurance

in 1987 dollars.

In addition, state risk pools. like
Medicare and Medicaid before, will
raise the overall cost of h€alth care

and thus increase the direct cost of

health insurance for employees and

now they waR a smaller

What is it wit

anyway?

f

tM guys
r

S*

.

--*/.

4X

retirees.

Employers concerned about the
Stark risk pooling bill should do
two things. First, they should im-
mediately contact their senators
and representatives to oppose the
passage of the bill in the current
Budget Reconciliation Act. Second,
they should adopt a long-term
strategy, with Congress and at
their companies, to innovatively
address health care costs.

Sen. Kennedy's bill and Rep.
Stark's bill, like the COBRA cover-

age continuation law, are only ex-
amples of new financing devices
Congress has invented to use em-
ployer and employee funds, rather
than the federal budget, to provide
health benefits to the uninsured

and uninsurable. And, the com-

panion issue of providing health
insurance for retirees will not go
away. Congress will take action,
and it desperately needs innovative

If you're a reinsurance
broker looking for
property and casualty

i coverage these days,
you're probably
frustrated by a lot of

i the hoops you have to
 jump through to get it.
, Providers do have to be

, careful about terms and

prices. Because re-

insurance is a business.
But it's aTTo a service.
And at John Hancock Re
we find that it's that
balance between business
and service that makes

us unique.

From a business stand-

point, we have the strong
actuarial and technical

background needed for
creative underwriting.
We do our homework. We

have confidence in our

ability and in our re-
sources. Which is why
we can go a step further
with service. Everything
is done on a case-by-case
basis...no cookie-cutter
solutions.

What does that mean to

you? The most carefully
thought out underwriting

, possible. And overall,
the stability that's so
crucial to both you and
your business.

JOHN HANCOCK RE

Real life, real answers.

zncer
/ / Financial Services -

John Hancock Reinsurance Co., Boston, MA 02117

ideas as alternatives to current

proposals that are likely to worsen
the problem for all.

Some employers, such as Ameri-
Trust Corp., General Motors Corp.,
Stouffer Corp. and others, are now
using the most innovative ideas in
health insurance in 50 years. The
heart of their innovation is to offer

health insurance options that re-
ward quality, cost-effective doc-
tors and hospitals and to get em-

ployees actively involved in
determining how employer and
employee health dollars are spent.
These innovations won't only help
employers deal with their current
health care costs for both employ-
ees as well as retirees, but will

provide positive examples for Con-
gress of the new ideas needed in
federal health programs.

Concerned employers and others,
however, must act now on the
Stark risk-pooling bill and resolve
to stay actively involved with Con-
gress in developing new ap-
proaches to the challenge of pro-
viding health insurance to the
uninsured, uninsurable, employees
and retirees.

Charles D. Weller

Jones, Day, Reavis & Pogue
Cleveland

Quite comfortable
with claims-made

To the editor: Well, here we go
again. I must respond to Eugene R.
Anderson's response (BI, Sept. 7)
to my letter in the July 27 issue,
"Claims-Made Form Not Inferior

Product."

It is obvious that Mr. Anderson

and I are "touching opposite sides
of the elephant":

• Is the claims-made form infe-

rior if the industry is unwilling to
provide occurrence coverage at all,
or at an affordable price?

• Is the occurrence form "equi-
table" if it causes the insurance in-

dustry to "gamble" on today's
rates for potential claims 20 years
down the road?

'Can the industry
accurately account if

it has infinite

exposure under the
occurrence form?'

• Will this "gamble" prevent in-
vestors from supplying needed
capital to the industry?

• Can the industry accurately
account if it has infinite exposure
under the occurrence form?

Interestingly, the case Mr. An-
derson cited in his letter, Fogelson
vs. The Home Insurance Co., and
the recent 9th U.S. Circuit Court of

Appeals case both involved law
firms scurrying for cover under the
claims-made form. While the court

did state in the Fogelson case, "the
coverage reported under 'claims-
made' policies may thus become, in
many case, largely illusory," it did
include in its decision a notation:

"In a similar context, one federal

district court made the following
observations which are here perti-
nent: '(We) are of the firm opinion
that the freedom to offer malprac-
tice insurance contracts similar to

the one before us serves the public
interest. , "

As to Mr. Anderson's gratuitous
fiduciary concern for our errors
and omissions coverage, all of our
clients own their own insurance

companies and are quite comfort-
able with the claims-made policy
in that dual capacity.

E. Richard Crebs

President

Commercial Insurance

Alternatives Inc.

St. Helena, Calif.
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Home Insurance is well aware what a Jungle it's become out place-simply because they're difficult to understand. But we pride
there for people at the top. Mismanagement suits, mergers and proxy ourselves on creative underwriting: identifying a good risk and
fights are turning corporate executives into an endangered species. tailoring standard policies to individual needs or unusual exposures.

And we're committed tomakingit asafer world forthemto live in. It's the kind of professional treatment Home Insurance is known
We're especially interested in challenges beyond the reach of fon After all, we've been handling risky situations for customers ever

most underwriters. New companies or companies going public or since we started business, back in 1853.
reorganizing, such as those in leveraged buy-outs. Or industries such If you could use a guide through the corporate Jungle, contact
as high-tech manufacturing, or real estate development, or oil and gas. your insurance agent or broken Or write Marshall Manles The Home

Risks like these interest Home. Others call them difficult to Insurance Company; 59 Maiden Lane, New York, N.Y. 10038.

Home Insurance
The Hoine Insurance Company is a member of The Home Gloup, Inc, There's no place like it.
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0 PEN MINDS
OPEN MARKETS.

If First Boston and The New

England had not challenged con-
ventional wisdom, the transaction
on the right might be a blank box.

instead, it signals the opening
of a new ma,*et and new borrowing
opportunities for mutual life insur-
ance companies. The story is this:

People assumed that the
domestic capital markets were out
of bounds to mutual life insurance

companies.
Normalla this financing would

have followed the usual path-
overseas and into the Eurodollar

mar*ets.

But in the course of structuring
the transaction, market conditions

changed. Interest rates available in
the U.S. were more advantageous
than those abroad. And The New

England raised an interesting
possibility-why not attempt to
register the issue here.

First Boston listened and was

intrigued. Together, The New England
and First Boston pursued the idea
and found that problems thought
to be associated with filing a
statutory financial statement with
the SEC would not, in fact, block
the issue.

As a result, The New England
not only achieveda lower cost of
funds, but set a precedent for all
mutual life insurance companies.

Now these issuers' borrowing
opportunities are truly global, with
access to all major capital markets,
and with the potential for lower-cost
funds, larger transactions and long-
er matufities.

Conventional wisdom rarely
leads to creative financing ideas.
That's wha when First Boston
works with clients, we encourage an
exchange of ideas between open
minds. And that's how we maintain

an open-ended range of capital
markets opportunities.

8(1#VT)First Boston
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NIE The New England
}.' ' Your Financial Partner

$250,000,000

TNE Funding Corporation
9% Guaranteed Notes Due 1995
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New Eneland Murial l.ifc Insurance Compam
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Argonaut acquired in leveraged buyout
MarketsGibbons, Green, van Amerongen,

a New York company that specia-
lized in leveraged buyouts, has
agreed to buy Los Angeles-based
Argonaut Group Inc., the parent
company of Argonaut Insurance
Co., for $620 million in cash and
stock.

Observers say it could be the
first leveraged buyout of an in-
surer.

Under the agreement, which was
signed last week, Gibbons, Green
will give Argonaut stockholders
$45 in cash and one share of pub-
licly traded preferred stock for
every Argonautshare they hold.
The preferred shares each will
have an expected value of $8, ac-
cording to a Gibbons, Green
spokesman.

The move follows the failed take-

over attempt of Argonaut by Ham-
ilton, Bermuda-based insurer
Clarendon Group Inc. earlier this
year. In September, acquisition
talks with Clarendon fell through
(BI, Sept. 14).

Argonaut's stock price jumped
$1 in the two days following the
announcement of the leveraged
buyout to $48 a share on Oct. 5.

According to Argonaut President
D.W. Schrempf, management of
Argonaut will remain the same fol-
lowing the acquisition.

The transaction is subject to
shareholder and regulatory ap-
proval and the ability of Gibbons,
Green to obtain the financing for
the leveraged buyout, which is an
acquisition that is financed mostly
by debt.

Ultimately, the debt is repaid
from the company's cash flow or by
selling assets.

The acquisition is expected to be
completed in the first quarter of
1988, spokesmen from both com-
panies said.

Argonaut wrote $164.2 million in
net premiums during the first six
months of 1987. Workers compen-
sation represents more than 60% of
the insurer's total business, with

general liability being the next lar-
gest line

Argonaut's net income in the
first half of 1987 more than dou-

bled to $41.3 million, including
capital gains of $7.7 million, from
$17.1 million in the first six

months of 1986, including capital
gains of $3.9 million.

Argonaut was formerly a unit of
Teledyne Corp., which spun off the
insurer to the public last year (BI,
Oct. 13, 1986)

New consultant
HM Consultants has added two

well-known insurance industry
veterans and expanded its world-
wide management consulting ser-
vices to include a wide spectrum of
insurance-related consulting ser-
vices.

The new insurance consulting
arm of the firm is headed by Ri-
chard E. Stone, executive vp, and
Graves D. Hewitt, chairman. Prior

to joining HM Consultants, Mr.
Stone was chairman and chief ex-

ecutive officer of Crum & Forster

Managers Corp. of Illinois. He was
president of Cameron & Colby Co.
Inc. in Boston until I 984, when he
joined CFMC (Ill.).

Mr. Hewitt spent 20 years as
chief executive officer of Cameron

& Colby prior to joining HM Con-
sultants.

Wellesley, Mass.-based HM Con-
sultants provides consulting ser-
vices to all areas of the insurance

industry, including captives, alter-
native risk facilities, admitted in-

surers, excess/surplus markets, re-
insurance and agents and brokers.

Approximately 20% of HM Con-
sultants' business is insurance-re-

lated.

Services available include mar-

ket surveys, reinsurance audits,

claims analysis and mediation and
arbitration work. HM also offers-

among other services-consulting
on: business plans, reinsurance
programs, premium collection
problems, incurred-but-not-re-
ported reserves, staff efficiencv
and managing general agents.

The firm has several areas of ex-

pertise including asbestos litiga-
tion and reinsurance recoverables.

"We take complex issues and
bring them into focus," Mr. Hewitt
said. "We work toward reliable

workable conclusions."

HM Consultants has offices in

Amsterdam, Netherlands; Frank-

furt, West Germany; London;

Milan, Italy; Paris; and Tokyo.

For mcre information contact

AIr. S:one or Mr. Hewitt a: HM

Consultants, 4) Grove St, Welles-
lay, Mass. 02181-7702; 617-237-
5777.

New asbestos insurer

Asbestos removal iontractors

now can purchase liability cover-
age on an occurrence basis from a
new insurer recently li2en:.ed :n
New Jersey.

Fidelity Environmental Insur-
ance Co of Princeton, N.J., will

sell long-tai. liability coverage
:hrough a newly formed trade as-
sociation and purchasing group,
ProYessional Environmenta. Con-

tractors Inc. Only members of PEC
are eligible for coverage, according
to Richard C. McDonough, presi-
dent, and James J Sheeran, vp and
general counsel of Fidelity En-
vironmen:al,

Asbestos removal contractors

can become eligible for coverage
by joining the association and fol-
lowing its guidelines and proce-
dures for removal.

Messrs. McDonough and Sheeran
discussed the formation of Fidelity
at the National Assn. of Insurance

Commissioners meeting held re-

cently in Pittsburgh.
They told attendees that Fide-

lity was formed with $10 million in
capita-, and surplus, which was
provided by parent company En-
vironmental Control Group of Del-
aware. an asbestos removal con-
tractor.

Fidelity will write occurrence
policies on a per-job basis with
limits of $1 million per claim and
$1 million aggregate.

"To my knowledge, the occur-
renee policy offered by Fidelity
represents a first for asbestos con-

tractors by a U.S. insurer," Mr.
McDonough said.

Fidelity will begin insuring PEC
members based in New Jersey im-
mediately. The insurer also hopes

to provide coverage to PEC mem-
bers nationwide, but could face

delays depending on whether
states interpret the Risk Retention
Act as granting them authority to
regulate insurers of purchasing
groups (BI, Oct. 5).

Policies written by Fidelity will
be reinsured by Sirius Reinsurance
Co. Ltd. of Hamilton, Bermuda.

Continued on next page
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The insurer is managed by PRO-

PAC Underwriters Inc. (Profs-
sional Property & Casualty Man-
agement), a risk management
consulting firm in Princeton,
N.J.

For more information, contact

Mr. McDonough at PROPAC, 22
Chambers St., P.O. Box 713, Prin-
ceton, N.J. 08542; 609-924-6855.

KCC division

Kramer Capital Consultants Inc.,
a Los Angeles-based management
consulting firm, has added a risk
services division.

The new division provides com-
plete risk management consulting
services to self-insurers, risk re-

tention groups and captive insur-
ance companies.

Among the services to be offered
are loss control engineering, claims

administration, operational and
claims audits, case reserve evalua-
tion, excess insurance and reinsur-

.

f

ance and loss expense control pro-
grams.

KCC Executive Vp Dale F.
Ogden is directing the risk services
division.

KCC Risk Services Division's

principal operating office is 10-
cated at 19100 Susana Road, Ran-'

cho Dominguez, Calif. 90221; 213-
605-3337.

New TPA formed

Joseph M. Ravich, formerly gen-
eral counsel and senior vp at Ad-
justco Inc. in Tarrytown, N.Y., has
launched his own third-party
claims administrator.

SFA Cos. provides self-insurers
with diversified claims services in

both the property/casualty and
employee benefit areas.

Services provided include claims
administration, loss control and

safety programs, actuarial audits
and structured settlements.

SFA'Cos. is located at 475 Park
Ave. S., New York, N.Y. 10016;

KVS

212-685-9320.

Risk management firm
A former risk manager and a cor-

porate attorney have banded to-
gether to form a new risk manage-
ment consulting firm in Chicago.

The firm, Loss Reduction Inc.,
offers risk management consulting
services specifically tailored to
small and medium-sized busin-

esses. Services include insurance

management, litigation and claims
settlement and loss prevention
analysis.

John M. Lison, formerly vp and
general counsel at ATCOR Inc. of
Harvey, Ill., and Robert L. Russell,
former corporate risk manager of
U.S. Gypsum Corp. in Chicago,
said their company specializes in
providing advice to companies that
do not have a full-time risk man-

ager.

"Companies and professionals
are deciding liability is too impor-
tant to be left in the hands of law-
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yers or insurance brokers. They
want to manage their own risk. We
tell them how to do it," said Mr.
Russell, president of Loss Reduc-
tion.

"Large corporations have been
using comprehensive risk manage-
ment programs for years. Small
companies and professional groups
are just getting started," Mr. Rus-
sell observed.

Mr. Lison is founder and chair-

man of Loss Reduction Inc., which
is located at 200 W. Adams St.,
Suite 2015, Chicago, Ill. 60606;
312-558-4500.

Kemper reorganizes
Long Grove, Ill.-based Kemper

Group has split its recently re-
named National P&C Cos. into two

operating segments-one for com-
mercial lines and another for per-
sonal lines. Each segment will have
its own underwriting manager and
field structure.

Keith Like, manager of Kemper's

--® EMPLOYERS REINSURANCE

You're banking at 350 miles
an hour. With just a few feet of
air between your wing tip and
his. But what you've really got
between you isn't air. It's trust.

The more you learn to rely on
each other, the less risk you face
as a team.

Working dosely together, ERC
has grown from a smal[, highly-
coordinated team 6f trusted

professionals over 70 years ago,
to a large, highly-coordinated
one today.

We've grown very strong finan-
cially while greatly increasing our
capacity. Which is why Best's
continues to rate us A +.

Now we're ready to handle
more business. To accept a
greater number of risks from your
team without a lot of risk to ours.

And in this business, that's no
small feat.

SK
Employers Reinsurance Corporation • 5200 Metcalf, Overland Park, Kansas 66201/Atlanta· Boston • Chieigo • Columbus • Houston • Los Angeles · New York • San Francisco • Toronto

Mid-Continent division, will head
the commercial lines division.

Peter T. Standbridge, marketing
manager, will head the personal
lines division.

Kemper President Gerald L.
Maatman said the reorganization
"is the logical continuation of our
direction in recent years, during
which we have limited the number

of centers doing volume processing
personal lines business, focused
our branch offices on commercial

. lines, trained highly qualified mar-
keting representatives specializing
in either personal or commercial
lines and dealt increasingly with
agents primarily oriented to either
commercial or personal lines
sales."

The Kemper National P&C Cos.
-all of which are based in Long
Grove, Ill.-include Lumbermens

Mutual Casualty Co., American
Motorists Insurance Co., American
Manufacturers Mutual Insurance

Co. and American Protection In-

surance Co.

Together, the Kemper National
P&C Cos. reported 1986 revenues
of slightly more than $2 billion,
$506.2 million in personal lines
and $1.5 billion in commercial
lines.

Name changes
Blue Cross & Blue Shield of

Michigan's six health mainte-
nance organizations have changed
their names to the Blue Care Net-

work. "The name change reflects
the network's unique reciprocity
program," under which all six
HMOs offer health care coverage to
the Network's 500,000 enrollees,

explained a company spokesman.
In addition, the HMOs will coor-
dinate their resources in the areas

of marketing, account servicing,
advertising and purchasing staff.

San Francisco-based Graham

Miller Inc. has changed its named
to Maxson Young Associates
Inc. The name change follows the
firm's acquisition by Abaco Invest-
ments P.L.C., an affiliate of Toplis
& Harding P.L.C., from Inchcape
P.L.C., both of London. Maxson

Young will operate as the North
American arm of Abaco's world-

wide loss adjusting group.

Mergers/acquisitions
Towers Financial Corp. of

New York has acquired The
United Diversified Corp., the
Delaware-based holding company
for Associated Life Insurance Co.,
United Fire Insurance Co., United

Associated Insurance Agency Inc.,
United Premium Finance Co. and

United Associated Adjustment Co.
Thweatt & Associates, a Ri-

chardson, Texas-based brokerage,
merged with Corroon & Black of
Dallas Inc.

New offices

Executive Compensation Sys-
tems Inc. opened a new office at
200 Field Point Road, Greenwich,
Conn. 06830; 203-661-2976.

Regional Marketing moved its
offices to 120 Monument Circle,

Suite 227, Indianapolis, Ind.
46204; 317-263-4523.

Frankona Cos. has moved its

offices to 2405 Grand Ave., Suite

900, Kansas City, Mo. 64108-2554;
816-471-2200.

Atlantic Insurance Services, a
newly formed managing general
agent and surplus lines operation,
has opened an office at 1 Riverway,
Houston, Texas 77056; 713-993-
9011.

Capital Guaranty Corp. has
relocated its San Francisco head-

quarters to Steuart Tower, 22nd
floor, 1 Market Plaza, San Fran-
cisco, Calif. 94105-1413; 415-995-
8000.

Clark/Bardes Organization
Inc. has moved its Chicago office
to 205 N. Michigan Ave., Boule-
vard Tower S., Chicago, Ill. 60601;
312-565-0700. I
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Clearing the air

Firms hope smoking bans will trim health costs
By KARI BERMAN 1

NEW YORK-Employers adopt-
ing no-smoking policies in the
workplace believe the programs
will reduce their health insurance

costs over the long term.
Group health insurers are en-

couraging workplace bans on
smoking, though they generally do
not offer upfront incentives for
employers to adopt such programs.
However, insurers note that if a
smoke-free environment leads to a

healthier workforce, employers'
group health insurance rates will
drop.

And, at least one health insurer

is offering immediate group health
insurance discounts to employers
that prohibit smoking on the job.

'The benefits of workplace (no-smoking) policies
to the employer are incredible,' says Kerrie

Wilson, of the American Cancer Society. 'There is
increased productivity, less illness for wor*ers

and a healthier atmosphere in gene,al.'

Employers are adopting new st-
titudes about smoking in the worK-
place in an attempt to reduce tie
estimated $200 tillion spent -)y
emplo>ers on emp. oyee health care
benefits, according ti a repcrt
published by the New Jenny
Group Against Smoking Pollu:ion.

Marvin M. Kristein, professcr of
economics and public medicine at

State University of New York at
Stony 3rcok, claims -hat each
smoking employee cists employers
an estimated $1,000 per year
through higher absent 3.eism, re-
duced productivity due to smoking
breaks and higher heal-.n: fire and
lf fe instrance costs, according to a
mport by the Bureau of National
Affairs in Washington.

me Cologne ne.
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"The benefits of workplace (no-
smoking) policies to the employer
are incredible," says Kerrie Wil-
son, legislative representative for
the American Cancer Society in
Washington, D.C. "There is in-
creased productivity, less illness
for workers and a healthier atm-

osphere in general," she says.
UNUM Life Insurance Co. in

Portland, Maine, is one of a hand-
ful of companies that has a totally
smoke-free work environment pol-
icy. After one year, the program
has proved both cost-effective and
successful, reducing the company's
smoking-associated health-related
costs by an estimated $200,000, ac-
cording to a UNUM spokeswoman.

UNUM's policy prohibits smok-
ing in all company buildings, and

Exnert oilinions on tile reinsurance law in America anil in Englanll

This volume also includes the full text of six lectures delivered to over 250 experts
from 20 countries at The Cologne Re's 1986 European Predict Liability Cong -ess.

To obtain a copy of this important wo-k please write to
The Cologne Re, PO. Box -08016, D-5000 Cologne 1, W Ge-many

Price: DM 280,

rules are strictly enforeed, the spo-
keswoman says. A smoking policy
violation is treated like any other
breach in rules: first a verbal

warning, then a written warning
and, if the problem persists, possi-
ble termination, she says.

Since 2 1% of all UNUM employ-
ees smoked in 1985, the implemen-
tation of the policy was initially
controversial, the spokeswoman
explains. She attributes its success
to the variety of support programs
offered free by UNUM to employ-
ees and their families.

For instance, UNUM will pay up
to $ 100 per employee per year for
non-company-sponsored smoking
cessation programs.

"Providing our employees with
these helpful programs has
brought about a smoother transi-
tion into a smoke-free environ-

ment," the spokeswoman says.
In addition to clearing the air,

the no-smoking policy has also en-
couraged some smoking employees
to throw away their cigarettes, ac-
cording to Susan Olson, coordina-
tor of UNUM's employee health
programs.

"Not only do we have cleaner
air, which makes it a much more
pleasant place to work, but we
have also reduced our number of

smoking employees by 5%, Ms.
Olson says.

Although it is too early to notice
any reduction in health insurance
costs as a result of the program,
UNUM officials predict the com-
pany's health insurance costs
eventually will decrease because of
the smoking ban.

"Group insurance is based on ex-
perience," explains Dr. Stanley
Sylvester, UNUM's medical direc-
ton "The positive affects of our
program will be reflected in future
low rates."

Ms. Olson agrees: "We have

healthier .employees and fewer
health claims which will in time

bring down our premiums."
Cardinal Industries Inc. is an-

other employer that has gone to-

tally smoke-free.
Employee pressure for smoke

control coupled with statistics
from the Washington Business

Group on Health-which says that
smoking employees can cost em-

ployers anywhere from $624 to
$4,611 per year-prompted the
Sanford, Fla.-based manufacturer

to ban smoking in the workplace.
"We gave everyone a year to get

off of their butts," says Bill Nolan,
the company's vp. During that 12-
month period, the company offered
a series of company-sponsored
programs, including educational
seminars and even hypnosis pro -
grams, for employees who wanted
to quit smoking before the new
rules took affect.

Then, as of Jan. 1, Cardinal

began enforcing a total ban on
smoking, both in its buildings and
on its grounds. The company also
has stopped hiring smokers, ac-
cording to Mr. Nolan.

"We will not hire smokers when

we are trying to promote a smoke-

free environment," he says. "We
are happy with the way things are
going and nobody has left because"

of the no-smoking policy, he adds.
Although a Cardinal spokesman

said the company's group insur-
ance costs did not go down with
the implementation of the no-
smoking policy, management ex-
pects the policy to increase pro-
ductivity, lower absenteeism and
reduce health insurance costs in

the long run as the company be-
comes a healthier place to work.

"We don't expect to see a de-
duction in the short term," says
Bill Bridges, Cardinal's vp of
human resources. "But in three to

Continued on next page
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five years, we hope to see a down
turn in money spent on health and
disability."

For Radar Electric Co. in Seattle,
a company that implemented a no-
smoking policy a decade ago,
health insurance cost savings is a
reality.

"Our lower rates are a direct re-

fleetion of our no-smoking policy,"
says President Wilber MePherson,

who does not allow any smoking on
the premises.

However, Mr. MePherson could

not quantify how much the com-
pany has saved.

The Hewlett-Packard Co. facility
in Fort Collins, Colo., also has
taken steps toward reducing the
$35 million to $40 million per year
the company pays in costs directly
related to smoking and health
problems associated with smoking,
according to a company spokes-
man.

Hewlett-Packard, however, is
not totally smoke-free. Instead,
there are designated areas where
smokers can go to have a ciga-
rette, the spokesman explains.

"What we do now is to try to ac-
commodate the smokers, rather

than accommodating the non-
smokers," the spokesman explains.

However, a program like Hew-
lett-Packard's is less likely to
bring about major reductions in
health insurance rates, because

'Insurance

companies view
smoking of any kind

as a hazard,' says

an HIAA spokesman.

smoke still remains in the air,

leaving it polluted, a spokesman
for an insurer trade association

says.

"Insurance companies view
smoking of any kind as a hazard,"
says a spokesman for the Health
Insurance Assn. of America.

"If it is around at all, it lessens

the chances for reduction" of pre-
miums, he explains.

Although more and more com-

panies are establishing no-smoking
policies in an effort to diminish
their health care costs and reduce

health insurance expenditures,
most health insurance companies
are not quick to offer discounts

just because a company has intro-
duced a ban on smoking in the
workplace.

However, at least one company is
offering reduced group health in-
surance rates to employers that

adopt such a ban.
Pacific Mutual Life Insurance

Co. of Newport Beach, Calif.,
which itself has recently imple-
mented a total ban on smoking in
the workplace, offers up to a 5%
reduction on group health insur-
ance policies for employers that
have adopted no-smoking policies,
according to a spokesman.

Pacific Mutual is offering the
rate reductions to encourage more
employers to prohibit smoking, a
spokesman said.

-Insurance carriers can envision

and welcome a time in the near

future when enough individuals
make the personal decision to quit
smoking that group discounts to
non-smoking companies will be-

come an actuality," said Walter B.
Gerken, Pacific Mutual's chair-
man, in a recent speech.

Other insurers, though, are not
offering discounts to employers
with no-smoking policies. How-

ever, they do point out that if the
programs are effective, claims his-
tory will improve and lead to rate
Cuts.

"There is no way to initially pre-
diet the success of a no-smoking
program," explains a spokesman
for Metropolitan Life Insurance
Co. in New York.

We have problems knowing
how much an effect is a result of no

smoking."

Insurers "look kindly on com-
panies that have no-smoking poli-
cies, but we don't lower rates up
front just because they tell us that
they do not allow smoking," says
the HIAA spokesman.

However, rates will drop if an
employer's loss experience is re-
duced because of a smoke-free

working environment, the spokes-
man said.

Prudential Insurance Co. of

America also offers no specific pre-
mium adjustments for no-smoking
policies and rates by experience, a
spokesman for the Newark, N.J.-
based insurer.

However, We offer referrals on
studies and services that can aid

companies in setting up a no-
smoking policy, advising them that
in the long run it may bring down
their premiums, depending on how
much their claims diminish, the
Prudential spokesman adds.
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No matter how many Workers' Compensation problems you have,
Cost Care's Workers' Compensation Case Management System is the
only solution you need.
At last there is a single comprehensive system designed to:

0/ Mitigate disability and reduce litigation.
0/ Assist in early return to work.
,/ Reduce both medical and indemnity costs.

Cost Care the single solution for Workers' Comp Case Management.

CosT CaRE TM
Call WORKERS' COMPENSATIONBurt Feldman, Director  CASE MANAGEMENT
1-800-762-3029 Nationwide

Why.gamble with
your clients' blue-chip

reputation?

Let NACS Lawyers Professional Liability
Program lower the odds.

If your preference is playing with Blue Chips,
then you recognize when to gamble or when to pass.

Your clients need Professional Liability
Insurance. So why take chances? At NORTH
ATLANTIC CASUALTY AND SURETY (NACS),
we recognize that lawyers today run a higher risk
of being the target of malpractice suits than ever
before. That's why we offer an exceptional and
thorough Lawyers Professional Liability policy that
eliminates your gambling with your clients'
professional exposures.

Coverages are available for:
• firms of 50 or fewer lawyers on a claims made

basis,

• negligent acts, errors, or omissions or personal
injury,

• lawyers when acting as administrators, conservators,
executors, guardians, trustees or in any similar
fiduciary capacity,

• prior acts, if qualified, would require a separate
endorsement,

0 one year term,

• limits up to $1,000,000/$1,000,000
Deductibles may vary depending upon location

and underwriting considerations.

Offered in some jurisdictions as an EXCESS and SURPLUS
LINES product.

Is presently not available in all jurisdictions.

North Atlantic

Casualty and Surety
Insurance Company Inc.

2528 U.S. 31 South

RO. Box BAI

Greenwood, Indiana 46142

(317) 535-8212

A Member Of The BROUGH€Q surance Group
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British risk managers multiply: Survey
By STACY SHAPIRO London Trial to begin

-LONDON There are more em-

ployees at British companies called
"insurance and risk managers"
and fewer people called simply
"insurance managers" in 1987
compared with 1985, according to
a survey conducted by the Assn. of
Insurance & Risk Management in
Industry & Commerce.

Eleven percent of the 159 re-
spondents to the survey conducted
earlier this year said they are
called "insurance and risk manag-
ers," while only 6.3% of 188 re-
spondents to a 1985 AIRMIC sur-
vey said they had the same
designation.

In addition, 64.89 of those who
responded to this year's survey
said they were called "insurance
managers," down from the 71.3%

of those who responded to the 1985
poll.

The AIRMIC 1987 Report on the
S:atus, Salary and Conditions of
Service of Full Members also

shows that:

• The average risk manager's
salary has increased 26% in the
past two years to 24,186 pounds
($39,400).

U.S. risk managers, however,
earn more than British risk manag-
ers. According to a survey released
earlier this year by Logic Associ-
ales, a New York-based recruiting
firm, U.S. risk managers' average
salaries ranged from a low of
$44,851 at companies with less
than $200 million in annual reve-

l A

nues to a high of $90.992 at com-
panies with more than $7 Sillion in
annual revenues (BI July 27).

• About 65% of AIRMIC mem-

bers use independenf brokers to
place the companies' insurance
coverage.

0 Mcre than 589 of those re-

sponding to the AIRMIC survey
hold professional insurance quali-
fications.

The AIRMIC report is free to all
AIRMIC members and costs 25

pounds ($40.75) for non-members.
For more informaticn contact

the Assn. of Insurance & Risk Man-

agers in Industry & Commerce, 6
Lloyd's Ave., London EC3N 3AX,
England.

A trial is scheduled to begin next
week in a London High Court in a
1985 suit filed by South Carolina
Insurance Co. against its retroces-
sionaires and brokers to recover

about $4 million in losses that

South Carolina says it is owed.
The case involves as defendants:

• Retrocessionaires Mediterran-

ean Insurance & Reinsurance Co.

Ltd. of London, which hopes to
have its rehabilitation plan ap-
proved by its creditors this week;
Overseas Union Insurance Co. of

Singapore; Arabian Seas Insurance
Co.; Al Ahlia Insurance Co. Ltd. of
London; Seven Provinces Insur-
ance Underwriters Ltd. of London;
and Cambridge Reinsurance Co.,
which is in liquidation in Ber-
muda.
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HOW WE INSUREDAN
AIRPORT WHEN IT WENT TO SEA

Every bit of material and equipmentneeded
to build the 96-square-mile King Khaled
International Airport in Riyadh, Saudi
Arabia more than a billion dollars' worth
of cargo from around the world- was
insured by Fireman's Fund.

Few companies will ever take on such
a mammoth project. But with 122 years
of ocean marine experience, we knew we
could handle it. And we did.Withouta hitch.

Over the years, we've insured virtually

every type of ocean cargo imaginable.
From peanuts to locomotives.
Our ocean marine surveyors know the

business like the back of their hand. Many
grew up with the sea in their bones.

They've been boat builders, steve-
dores, sailors, and ocean cap=airs. Ourchief
surveyor went to sea when he was seven-
teen. He's been with Fireman's Fund
since 1970.

Our independent surveyors are

likewise part of the family We can call
them up at a moment's notice. Whether
they're in Buenos Aims or Borneo. And
we can depend on them to be down at a port
checking a ship or settling a daim within
hours of our phone call. In short, we know
the seven seas. Call us up anytime. .*A
Fromanywhere inthe world.If you /?

ocean, by sea or by air, we'11 
take care of it. FIREMANS FUND

INSURANCE COMPANIES

• Lloyd's of London broker
Hogg Robinson & Gardner Moun-
tain Ltd., which acted as South
Carolina's London reinsurance

broker in the placement of the re-
trocessions.

• Lloyd's broker Hall Harford
Jeffreys Ltd. and London broker
Triton Brokers Ltd.

South Carolina's parent com-
pany, Seibels Bruce Group, Inc. of
Columbia, S.C., has also been
brought into the dispute as a
third-party defendant.

Between September 1981 and
September 1983, South Carolina
reinsured marine hull, cargo, pro-
tection and indemnity and liability
risks written by United National
Insurance Co. and retroceded the

business via marine quota-share
reinsurance contracts brokered by
Hogg Robinson to the defendant
underwriters,

Losses have occurred that South

Carolina says fall within the terms
of the reinsurance contracts with

the retrocessionaires, However, the
defendants are refusing to pay,
claiming non-disclosure of infor-
mation at the time the coverage
was placed.

Policy exclusions
London marine underwriters

have updated the one-page Non-
Marine Liability Exclusion Clause
that is included in excess-of-loss

liability reinsurance contracts
written by the underwriters.

The clause, which first went into
effect on March 1 and was recom-

mended by the Joint Excess of
Losses Committee of the Institute
of London Underwriters and

Lloyd's of London marine un-
derwriters, reduced the amount of
liability insurance capacity avail-
able for U.S. policyholders in the
London market (BI, March 30)

The revised clause shows no

"significant changes" or leniency
on the kinds of risks marine un-

derwriters can cover, said a
spokesman for the ILU. "There is
no real difference," he said.

However, the changes do expand
available coverage somewhat to
reflect risks that marine un-

derwriters had intended to insure,
he said.

The new version, enacted Oct. 1,
says that contracts that contain the
clause will exclude claims for

third-party liability for:
• Product liability unless writ-

ten on a "claims-made" basis

within general liability policies.
Underwriters will offer product li-
ability coverage, however, for ma-
rine vessels, craft, offshore instal-
lations and aircraft, which the old
clause omitted.

• Directors and officers liability
and liability under the Securities
Exchange Act. The older clause
had omitted this particular exclu-
sion.

• Professional liability and
errors and omissions liability, un-
less directly related to the owning
or handling of ships, cargos or
goods in transit or classification
societies and marine surveyors.

The ILU spokesman said that
most London marine underwriters

will continue to impose the exclu-
sion through this year's renewal
season.

"The other (clause) was universal
and this is just replacing it," the
spokesman said.

Ferry sold for scrap
Townsend Thoresen, a unit of

Europe Ferries Group P.L.C., sold
the ill-fated Herald of Free Enter-

prise ferry last week for scrap for
around 250,000 pounds ($407,250)
to undisclosed Dutch interests,
sources in London say.

A spokesman for Townsend
Continued on next page
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Thoresen's parent, Peninsular &
Oriental Steam Navigation Co.,
would not identify the Dutch inter-

ests or confirm the sale price of the
ferry, which capsized outside Zee-
brugge Harbor in Belgium in
March, killing at least 188 people.

However, the 20 million-pound
($32.6 million) hull claim for the
ferry continues to be processed by
P&0 insurers, said the P&0
spokesman.

The hull was insured by P&0's
London-based captive, Proteus In-
surance Co. Ltd., which was rein-
sured by Lloyd's of London syndi-
cates (BI, March 16).

Lowndes Lambert

Lloyd's of London broker
Lowndes Lambert Group Ltd. has
a new parent company.

Last week, Britain's financial

conglomerate TSB Group P.L.C.
announced that it was buying
Lowndes Lambert's parent Hill

Samuel Group P.L.C. for about 777
million pounds ($1.27 billion) to
make it one of the largest financial
conglomerates in the country.

TSB already owns 24.7% of Hill
Samuel and the directors of Hill

Samuel, who hold about 0.8% of

the company's shares, intend to ac-
cept the offer.

Under the terms agreed by TSB
and Hill Samuel, Hill Samuel
Chairman Robert Clark, Chief Ex-
ecutive David Davies and Finance

Director Dolf Mootham will all

join the TSB board.
Hill Samuel, which reported pre-

tax profits for the year ended
March 31 of 61.8 million pounds
($100.7 million), is involved in in-

vestment banking, employee bene-
fits consulting through Noble
Lowndes & Partners, insurance

brokerage via Lowndes Lambert
and shipping.

"The acquisition of Hill Samuel
is a major step for TSB in its devel-
opment as a financial services
group," said TSB Chairman John
Read. "I should like to emphasize
the importance which we attach to
the retention of the Hill Samuel

name together with the other well
known names in the Hill Samuel

Group."

Hogg defection halted
Executives of Lloyd's of London

broker Hogg Robinson & Gardner
Mountain PLC. will not comment

on how they stopped 17 employees
from moving from Hogg's political
and credit risk division to rival

Lloyd's broker Lloyd Thompson
Ltd. (BI, Sept. 28)

News reports speculate that
Hogg threatened litigation to stop
the employees, which include
directors Jack Barnes and Mark

Drummond-Brady, from leaving
the company.

Hogg issued a statement that
reads: "The announced departure
of some of Hogg Robinson &
Gardner Mountain's political risk
staff to Lloyd Thompson Holdings
has been curtailed by mutual
agreement between the boards of
the companies, in the interests of
clients, underwriters and staff. The

position of Hogg Robinson &
Gardner Mountain and its clients

has been safeguarded."
The Hogg Robinson statement

continues, "The position of certain
of the directors has been reviewed

and discussions with the staff are

continuing."
Hogg would not comment fur-

ther.

Broker acquisition
Lloyd's broker Nelson Hurst &

Marsh (U.K.) Holdings Ltd. has ac-
quired C.L. Cognet & Co. Ltd., a
broker based in Hounslow, Midd-
lesex, that specializes in the place-
ment of marine, freight forwarders
and haulers liability and commer-
cial non-marine risks.

In addition, NHM has announced

the formation of a new company
called NHM Special Risks Ltd. The
new company will be run by eight
employees who joined NHM from
the North American d.vision of

Bain Clarkson Ltd. (BI, Aug. 31).
NHM Special Risks Managing

Director Tim Lardner and Direc-

tors Douglas Laithwaite and Dan-
iel Fettrol, along with five other
Bain Clarkson colleasues, will
handle North American facultative

and treaty reinsurance business
with a particular emphasis on spe-
cialty and association prograrns.

Comings & goings
A six-man aviation team from

Lloyd's of London broker Bain

Clarkson Ltd. has moved to Jar-

dine Insurance Brokers Interna-

tional Ltd. Bobby Llewellyn, for-
mer chairman and managing
director of the Bain Clarkson avia-

tion division, will become chair-
man of Jardine's aviation division.

Also joining Jardine from Bain
Clarkson are John Westoby,
Jeremy Birtwhistle, Nick Woo-
ley, Constantine Pilavachi and
Tim Locke.

H.0. Collingwood has been ap-
pointed director of the claims divi-
sion of Lloyd's reinsurance broker
E.W. Payne (International) Ltd.
Mr. Collingwood was previously a
board director of Lloyd's broker
Carter, Wilkes & Fane Ltd., a unit
of Willis Faber P.L.C.

RENT-A-CAPTIVES AVAILABLE
FOR

PRODUCTS, D&0, E&0 AND OTHER LIABILITY

FINANCIAL TECHNOLOGY INC.

Consultants specializing in Captives, Risk Retention Groups,
Cash Flow, Self-Funded, Loss Portfolio Transfer Programs,

Feasibility Studies, Formation and Management.

1888 Century Park East, Suite 910, Los Angeles, CA 90067
(213) 879-3991

The insurance company that pioneered construction-site
field hospitals, is the insurance company with the most innovative

Medical Cost Containment program today.

In 1934, Industrial Indemnity
responded to the need for prompt medi-
cal attention fcr injured workers at iso-
lated construction sites with a pioneering
concept-the on-site field hospitalstaffed
with resident doctors and nurses.

Today, thatsame kind of progressive
thinking is behind Induswialk response
to skyrocketing medical costs. Agents,
brokers and their policyholders all bene-
fit from an aggressive program that
provides qualil medical care and saves
money.

A 3-step plan to control wodcers
compensation expenses.
1. The Preferred Provider Network

consists of selected hospitals, physicians
and other medical care providers who
offer their services at reduced rates in

exchange for participation in the Network
The result-injured workers receive
quality care at affordable prices.
2. Industrial's special Audit Program
provides thorough screening of all bills,
protectingemployers from invalid charges.
3. Hospital Utilization Review evaluates
non-emergencyadmissions and excessive
lengths ofstay, soneedless hospitalization

.Al . 1

0*

is identified and prevented.

Lowerexpenses mean lower costs.
Byhelpingcontrolworkerscompen-

sation claim expenses,Industrial can also
help lower premiums and increase the
potential for policyholder dividends.

Industrial Indemnity, working
closely with a select group ofindependent

Industrialhideintv

DS.

agents and brokers, not only helps pre-
vent injuries, but also provides control
over medical costs after they occur.

Constantly looking for new means
to keep check on costs for its policy-
holders is one more way Industrial
Indemnity keeps its commitment to be
the best in commercial insurance.
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PBGC deficit deeper than LTV: Utgoff
By JERRY GEISEL 1

WASHINGTON-Even if the

Pension Benefit Guaranty Corp.
wins its legal battle to return three
massively underfunded defined
benefit pension plans to LTV
Corp., Congress still must give the
agency the revenue it needs to
avert bankruptcy, the PBGC's
chief says.

"Returning LTV's plans has not
solved our problems," PBGC Exec-
utive Director Kathleen P. Utgoff
said last week at a meeting of :he
National Employee Benefits Insti-
tute in Washington.

Last month, the PBGC returned

three LTV plans to the com?any
after LTV established new plans
that, among other things, restore
certain non-PBGC guaranteed
benefits that were lost to partici-

'The good news is that everyone (on Capitol Hill)
recognizes thal there are problems with funding

standards that must be addressed. I'm very
encouraged that there will be substantial reforms
of the funding standards," says Kathleen P. Utgoff.

pants when the PBGC terminated
the plans in January.

The PBGC has charged that the
new plans are an illegal iontinua-
tion of the old plans. LTV denies
the charge (BI, Sept. 28)

While the restoration of the LTV

plans-if upheld by the courts-
would reduce the PBGC's deficit to

about $2 billion from $1 billion,
the agency still will need more in-
come in order to tackle iss detcit,

Ms. Utgoff said.
She noted that :t took Congress

more than four >ears-after the
P3GC made its initial request-to
raise the termination insurance

premiums employerf with defined
benefit pension plans pay the
P3GC

By the time C3ngress last year
boosted the annual premium to
$8.50 per plan participant from
$2.60 the S8.50 premium was k-

t
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adequate to tackle a deficit that by
then had hit $ 1.5 billion, Ms. Ut-

goff said.
The question legislators have to

face is not whether a premium in-
crease is necessaiy, but adopting a
method that boosts income in the

"least destructive" way, Ms. Utgoff
said.

The fairest way to boost the
agency's revenues is to establish a
variable-rate premium structure in

which the premiums employers pay
the ?BGC would be based on the

funding levels of their pension
plans, she said.

For example, inder a measure
approved by the House Ways and
Means Committee, which Ms. Ut-

goff said is a step in the right di-
rection, employers-depending on
how well their lians are funded-
would pay premiums ranging from

$14 to $50 (BI, Aug. 3).
Ms. Utgoff said it is likely that

the Senate Finance Committee also

will adopt a variable-rate premium
structure, but she said the Senate
Labor and Human Resources Com-

mittee will follow in the footsteps
of the House Education and Labor

Committee and simply raise the
current flat-rate premium.

The Education and Labor Mea-

sure calls for a boost in the pre-
mium to $19.

While the method and the

amount of the premium increase
ultimately will be decided by a
congressional conference commit-
tee, Ms. Utgoff is optimistic that
when the dust settles, Congress
will adopt a variable-rate premium
structure.

"There is growing support for a
variable rate premium. It stands a
very good chance" of passage, she
said.

While a fairer, more equitable

premium structure is essential, Ms.
Utgoff says Congress also has to
tighten minimum funding stan-
dards for pension plans to reduce
the PBGC's vulnerability to huge

pension claims in the future.
The PBGC chief described as in-

adequate the current minimum
funding standard in which com-
panies can amortize pension liabi-
lities over 30 years.

Such a standard is especially
weak for companies that have a

high proportion of older workers
who will soon retire and collect

pension benefits.
"Thirty-year amortization is too'

long for benefits that may be paid
in six or seven years," Ms. Utgoff
said. "It means you are going to
run out of money."

As examples of the inadequacy
of the current minimum funding

standard-set by the Employee Re-
tirement Income Security Act of

1974-Ms. Utgoff cited an LTV
pension plan which had $230 mil-
lion in liabilities and just $7,700 in
assets at the time the PBGC took

over the plan last year and a plan
terminated by Allis-Chalmers
Corp. in 1985 which had and $165
million in liabilities and only $5
million in assets (BI, July 22,
1985).

While both the LTV and Allis-

Chalmers plans were essentially
broke at the time of termination,
there was no evidence that either

company violated ERISA's mini-

mum funding rules, Ms. Utgoff
said.

To improve plan funding, Ms.
Utgoff recommended an approach
adopted by the Ways and Means
Committee. The committee pro-
posal would set a new schedule in
which the speed of new liabilities
-those created after June 30, 1987
-would be amortized based on the

funding level of a plan.
Under this schedule:

• Pension plans that are less
than 50% funded would have to

amortize new liabilities in three

years.
• Plans that are between 50%

and 70% funded would have to

amortize liabilities over five years.
• Plans that are more than 70%

funded would have 15 years to
amortize new liabilities.

A similar rapid amortization
schedule would be established for

old liabilities, though that sched-
ule would not take effect until

1991.

Ms. Utgoff is confident that Con-

gress-in large part because of the
recent terminations of such massi-

vely underfunded plans as LTV's-
will tighten ERISA's minimum
funding rules.

"The good news is that everyone
(on Capitol Hill) recognizes that
there are problems with funding
standards that must be addressed.

I'm very encouraged that there will
Continued on next page
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be substantial reforms of the funding standards," she said.
In fact, the -silver-lining" in the agency's battle with LTV has been

an increased understanding and awareness of the PBGC's problems
since the enactment of ERISA, she said.

"People's eyes don't glaze over when you talk about 30-year fund-
ing standards. Now, people (in Congress and in private industry) call up

with suggestions," she said. 
Still, Ms. Utgoff warned of

an 11th-hour campaign by "Thirty-year amortization
underfunded plans to try to is too long for benefits
derail funding standard re-
forms. that may be paid in six or

Turning to another area-

overfunded plans-Ms. Ut- seven years," says
goff said backers of proposals Kathleen P. Utgoff.
that would make it more dif-

ficult and expensive for em-
ployers to recover surplus
assets from terminated plans may not understand the damage such pro-
posals would inflict on the nation's private pension plan system.

For example, a proposal approved by the Education and Labor Com-
mittee would require employers to give participants a share of the surplus
assets (BI, July 27).

If such restrictions were imposed, employers would reduce plan fund-
ing, jeopardizing the security of the plans, she said.

"You will have low levels of funding and that is not in the in-
terest of benefit security," Ms. Utgoff said. •

Association

of risk groups
elects board

CRYSTAL LAKE, Ill.-The first

national trade association to repre-
sent risk retention and risk pur-
chasing groups now has a board of
directors.

The 11 members elected to the

National Risk Retention Assn.'s

board last month at the trade

group's first membership meeting
in Oak Brook, Ill., include:

• James Sackett, president of
the Assurance Alliance Risk Re-

tention Group in Crystal Lake, Ill.
Mr. Sackett also will serve as pres-
ident of the trade group.

• Harley Bierce, president of
Star Services, a unit of American
Trucking Assurance Alliance, a
Crystal Lake-based company pro-
viding insurance consulting ser-
vices to the trucking industry.

• Kim Brunner, government re-
lations officer for Nationwide In-

surance Co. in Columbus, Ohio.

• Daniel Dinur, executive vp of
American Contractors Insurance

Co. in Dallas.

• Robert Larsen, president of
Insurance Administration Center

in Park Ridge, Ill.

• James McKenna Jr., a partner
with the law firm of Dickie, McCa-

mey & Chilcote in Pittsburgh.
• Dr. Edward Negley, president

of J.J. Negley Associates, a Cedar
Grove, N.J.-based underwriting
manager specializing in malprac-
tice insurance for health and social

service organizations.
• Richard Senn, president of

North American Physicians Insur-
ance Risk Retention Group of Pa-
cific Palisades, Calif.

• Charlotte Smith, executive vp
of Protective Management Corp., a
Baton Rouge, La.-based marketer
of computer services.

• Rosita Steele, managing direc-
tor and partner at Risk Retention
Planners Inc., a Chicago-based
provider of consulting services to
alternative risk financing vehicles.

• William Watt, president of
Wm. J. Watt & Associates, an Indi-
anapolis-based management con-
sultant.

The trade group also said it will
be publishing a semi-monthly
newsletter on developments af-
fecting risk retention and risk pur-
chasing groups. The newsletter
will be free to trade group mem-
bers and $295 for non-members.

Annual dues for membership in
the National Risk Retention Assn.

will be $500. A $750 initiation fee
also will be assessed except for
those who attended the group's
meeting in Oak Brook.

The National Risk Retention

Assn. can be reached at P.O. Box

9289, Crystal Lake, Ill. 60014; 815-
455-6602. •
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SERVING THE SECURITY GUARD INDUSTRY FOR OVER A QUARTER CENTURY:

Brownyard is the shield behind
the shield!

Everydaythe Security Guard industry provides protection
for its clients by offering a "shield" against a host of risks and
perils. We do the same for theml

Brownyard pioneered"protection for the protectors;' and
now we offer comprehensive liability protection through
stable, top-rated (A+ Class 15) licensed carriers that are
admitted in all states. That's an exclusive.

Another exc/usive is Excess Liabi/ity coverage with $5 mil-
lion limits and no restrictions!

We also offer Third Party Fidelity Bonding. Please call
ustoday

BROWNYARD
20 Fourth Avenue, Bay Shore, NY 11706\ BROTHERS (800) 645-5820 (Except in New York) (516) 666-5050

With the right partner,
you'll have smooth sailing.

Lb 4 hristopher
. : Columbus w. , ) '50<and Queen Isabella

proved that a good ' 2

parmeiship is the · ' \ 1, best way to test
the waters.
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Introducing Partners Plus.
We'll help you discover the
potential of Group Long Term
Disability.

With Partners Plus from Employers
Reinsurance, you can quickly tap
into the booming GLTD market.

Without investing a lot of money.
Or assuming a lot of risk.

Partners Plus provides you with
everything you need. From a tailor-
made policy, to administrative
software, to claims service.

And unlike many companies,

we don't compete with you in the
marketplace.

Best of all, Partners Plus offers you
ultimate ownership of the business.

For more information, call toll-
free 1-800-255-6931. We're the

partner you've been looking for.

-®Emple,rs Reinsurance Corporation
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Like the highwire performer, it's risky-with ro room for error.

Catastrophic injuries occur infrequently, but when they do. your health plan
can't afford to be working without a net-Cost Care's Catastrophic Case
Manager Network. With hundreds of full-time Case Management experts,
the Network effectively manages and contains the costs of catastrophic
injuries anywhere in the country.

Cost Care's Network is there when you need it

cosr caRE
Call:

Ray Foose, Director Marketing MANAGEMENT CATASTROPHIC CASE
1-800-762-3029 Nationwide &---I

Comings & goings: industry

Myre named president
of Sodarcan affiliate

Mario Myre has been appointed
president of Dale-Parizeau, a unit
of Scdarcan Ltd., the largest inde-
pendently owned brokerage in
Canada and the 2lst-largest in the
world as ranked by Business In-
surance.

Mr. Myre replaces Pierre
Chouinard, who remains chair-
man of the board at Montreal-

based Dale Parizeau.

Prior to his appointment, Mr.
Myre was president and chief exec-
utive officer of Le Blanc Eldridge
Parizeau Inc., a sister company of
Dale-Parizeau.

Other agent/broker changes:

Our business depends on fast,
accurate exchange of ir®rmation, and
Pitney Bowes facsimile gets tbe
message across at substantial savings."

"In the business of specialty insurance
broking... particularly aviation broking...we
need answers fast. And they must be obso-
lutely accurate! There's no room at oll for error!
Our Pitney Bowes fax is exceptionally fast and
the quality of the copy is superb. So when we
get an insurance quote from our Lloyd's
Brokers, we get it in seconds. ..exactly as
they sent it.

"Using o Pitney BOwes facsimile has saved
us money on overseas telephone calls, telex
ond couriers. I don't know how the insurance

industry ever got by without this desk-top
communications wonder.

"Pitney Bowes fax has given us a com-
petitive edge in o very competitive industg
They've given us on excellent machine and
they back it with superior service. They've got
thousands of knowledgeable representatives
and hundreds of service centers oll across

the countryr
Pitney Bowes fax provides an important

link between your home office and branch
offices for the quick exchange of policy
information, claim procedures, cash receipt
records, new applications, and claim reports.
And fox will give you o communications bond
between the insurance company ond banks or
brokerage houses, and between internal
departments and the main computer centers.

Excellent rental or leasing terms ore
available. For complete information about
Pitney Bowes facsimile systems, the systems
backed by 4,000 trained representatives in
700 locations, simply call...
1-800-MR. BOWES. Ext. 881.
Or write to Pitney Bowes Facsimile,
Stamford, CT 06426-0700.

.[......"%

,a Pitney Bowes

m tJ Robin Skevington, President,

Skevington 6-Company, Limited,
Insurance Croiers,
San Francisco, Colifornio.

William R. Schuck named

chairman and chief executive offi-
cer of Frank B. Hall & Co. Inc.'s

Los Angeles office. In addition,
Herbert L. Strong named presi-
dent and chief operating officer of
the Los Angeles office. Previously,
Mr. Schuck was president and
chief operating officer of Hall in
Los Angeles and chairman of
Hall's Orange County, Calif., of-
fice. Mr. Strong previously was se-
nior vp and director of client ser-
vices at Hall in Los Angeles.

 Richard A.
.,v ·4,,-. Maxwell pro-

* - ' -  moted to senior

 vp/director ofE marketing and
Sit/ professional

<t, 4. r77 stan dards at
Corroon & Black

k . .- York Most ree
4  cently, Mr. Max-
Mr. Maxwell well was presi-

dent of Corroon

& Black's Brokerage Services
Group.

Stuart M. Neye named manag-
ing vp in the Cleveland office of
Alexander & Alexander Inc. Mr.

Neye formerly was president of As-
sociated General Agency, which re-
cently merged with the A&A Cleve-
land office.

David F. Peck

elected a senior

vp of Johnson & ,«
Higgins in New
York. Most re- · r»
cently, Mr. Peck |
was vp and se- 1 -4
nior account

manager for
some of the

firm's multina- ./

tional clients. Mr. Peck

Also At John-

son & Higgins in New York, Susan
D. Kaminsky, Thomas C. Wafer
and John N. Park Jr. were elected

vps. Ms. Kaminsky and Mr. Wafer
work in the international reinsur-

ance department. Mr. Park works in
the political and
financial risks Af--9
unit of the inter-

national depart- r-- .)
ment.

Joseph P. 1
Platt Jr. elected St. .
executive vp of -

Johnson & Hig-
gins of Pennsyl-
vania Inc. in the

firm's Pittsburgh Mr. Platt

office. Mr. Platt, Li„-

currently chair- p- 1
man of the J&H

National Health-

Group, most re- . -44*
cently was a se- v *4*'
nior vp in %« 14. *
Pittsburgh.
David W. i

Bianchi, man- 0-

ager of the John-
son & Higgins Mr. Bianchi

Detroit office,
has moved to the J&H office in Los

Angeles as a co-manager. The other
managers of the Los Angeles office
are James W. MeElvany and Martin
L. Rayner. Mr. Bianchi succeeds E.
Eric Johnson who is retiring at the
end of the year.

Pam Riley Blake named vp of
Marsh & MeLennan Group Associ-
ates in New York. Formerly a re-
gional director with Minet Interna-
tional in the professional indemnity
division, Ms. Blake manages the
professional liability program for
the Assn. of the Bar of the City of
New York.

Robert A. LeBreton elected vp
of Gillis, Ellis & Baker Inc. in New

Continued on next page
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Orleans. Previously, Mr. LeBreton
was owner of LeBreton Insurance
in New Orleans.

James C.J. Schober appointed
senior vp at Fred
S. James & Co.

m Inc. in Irvine,
/I'- 42 Calif. Mr.

_3 Schober directs

9 *F)1/ the Pacific Rim
1 business. Pre-

 viously, MrSchober was a vp
s in the San Diego

office of Johnson

Mr. Schober & Higgins and
most recently

chief operating officer of J&H's Ho-
nolulu office.

Insurers

Robert J. Vairo, president and
chief operating officer of Crum &
Forster Inc., will assume the duties
pf William E. Buckley, chief ex-
ecutive officer of Crum & Forster

Commercial Insurance, who has re-
signed.

Also at Crum & Forster in Mor-
ristown, N.J., Ri-
chard M. Jaeger
joined as vp and
actuary respon-  _ **
sible for insur- '1*53*, 4*Ma -s'

ance pricing 0/1#0
issues and spe- 3 4**\
cial regulatory \4*54
reports. Mr. 1 -•r-
laeger comes to  /A- '
C&F from the In- r,,wim 1- r.##

surance Services Mr. Jaeger
Office, where he
was actuarial director in charge of
reserve analysis, investment income
issues and forecasting.

Charles Groth named senior vp
and chief actuary at American Gen-
eral Group Insurance Co. in Dallas.
Previously, Mr. Groth was a vp and
actuary.

James A. Fowler appointed re-
gional vp and manager of the Man-
hattan special risk regional office
of Zurich Insurance Co., U.S.
Branch, in New York. Previously,
Mr. Fowler was senior vp-special
risks at American International
Group Inc. in New York.

William E. Grams promoted to
vp from assistant vp of loss control
services for Wausau Insurance Cos.
in Wausau, Wis. Mr. Grams sue-
ceeds Robert E. Hawkinson, who
retired at the end of August.

Frank J. Coyne named execu-
tive vp of Gen-
eral Accident In- .-

surance Co. in

Philadelphia.
Previously, Mr.
Coyne was senior
vp and general

*li
counsel. -

Robert Cata-

lano joined Con-
tinental Insur- A

ance's Agency Mr. Coyne
Group as vp and
branch manager of its Southern
California office in Newport Beach.
Most recently, Mr. Catalano was
manager of commercial insurance
for Fireman's Fund Insurance Cos.

in San Jose, Calif.
Carl Weber appointed vp-under-

writing at Republic Indemnity Co., a
workers compensation insurer in
Encino, Calif.

At St. Paul Fire & Marine Insur-

ance Co. in St. Paul, Minn., James
A. Schulte was named vp-regional
operations. Mr. Schulte's primary
responsibility will be to strengthen
the service capability of the in-
surer's service centers and field of-

fices. Previously, Mr. Schulte
directed the business owners ser-

vices department at St. Paul Fire &
Marine.

Michael P. Bigley, vp of Farm-
ers Group Inc. and South Texas re-
gional manager in Austin, has been
transferred to the Los Angeles home
office as vp-claims.

William J. Young named vp-
claims at Society National Group
in Indianapolis. Prior to joining
SNG, Mr. Young was second vp and

group claims manager of American
General Life Insurance Co. in
Nashville, Tenn.

Neil Vannoy promoted to vp in
charge of the Prudential Insurance
Co.'s Southern group operations in
Atlanta. Previously, Mr. Vannoy
was vp-group operations in the At-
lanta office.

Also at Prudential in Fort Wash-

ington, Pa., Dennis R. Walsh pro-
moted to vp in charge of Central
Atlantic group operations. Prior to
his promotion, Mr. Walsh was vp-
regional group operations.

At American Bankers Insurance

Group in Miami, John Flynn, for-
merly regional sales director in
Santa Ana, Calif., promoted to vp/
national marketing manager. Also
at American Bankers, Orion
(Skip) Whitlock, previously
director of casualty claims, was
promoted to vp-claims.

Reinsurance

Mary M. Noonan promoted to

vp in the Chicago office of General
Reinsurance Corp.

In addition, James J. 01zacki
promoted to vp in General Re's St.
Paul, Minn., office.

A. James

Hussey ap-
pointed general
manager at
American Re-In-

4 9, surance Co. in
New York.

Mr. Hussey
r <**•- 3 will oversee the

Canadian and

Australian of-

fices. Previously,
Mr. Hussey Mr. Hussey

served as vp in the international de-
partment.

Robert A. Roepke, a vp with
American Re-Insurance Co., has
been placed in charge of the com-
pany's claims division in New York.

Phillip Buckingham named ex-
ecutive director of the United King-
dom operations for E.W. Blanch Co.

Continued on page 26
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SECURIT,GUARD &
ALARM COMPANIES
GENERAL LIABILITY INSURANCE PROGRAM

NAPSI, The National Association of Private Security
Industries, Is A Purchasing Group Serving

The Private Security Industry.

AGENT AND BROKER INQUIRIES INVITED

For Complete Information Call

214-243-8525
2711 LBJ Freeway Suite 356 Dallas, Texas 75234

G
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METRORECORDS.DEFINED CONTRIBUTION
RECORPKEEFING TNAT CAN RIDE THE CNANGING TIMES.

Times change. Especially for defined contribution/
401(k) plan sponsors. That's why we designed METRO-
RECORDS,1-Our advanced, on-line recordkeeping system:
16 help you keep on top of your ever-changing needs.

With METRORECORDS flexibility we can:
· handle legislative changes at no expense to you

· provide on-line access to panicipant account informa-
tion, including all prior transaction details

· address your 401(k) loan requirements with ease.
Get MEl-RORECORDS and control your future.

 For more information, send the coupon below Or call
Lew DeRisi at (212) 578-5733.

METRORECORDS, Metropolitan Life Insurance Company. Area 9-UV, One Madison Avenue, NY, NY 10010

NAME/Ca

ADDRESS

©1987 Metropolitan Life Insurance Company, NY, NY

CITY/STATE/ZIP

PHONE

GET MET. ITFAYS.
% Metropolitan Life
9Af ANDAFFILTATEDCOMPANIES

SNOOPY ©1958 United Feature Syndicate, Inc.



In 1910, when the great comet blazed the evening skies,
Foreteller of doom. Beholder of cosrnic origms. Or just a

reason to celebrate.

Back then, when the return of Halley's comet caused
everything from a panic 70 a party, Allendale had been
recognized as a stellar property insurer for three-quarters

of a century.
In a changing world where events like this shape history,

this is our way of reminding you of one progressive, stable
company that's been around since 1835.

Today at Allendale, we continue to shape the history of
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loss control with engineering, training, research and testing,
responsiveness 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.

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.
Allenliale Insurance/Factory Mutual System
Over 150 years of progress and stability.
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Don't let low frequency fool you...high risk pregnancies are costing you over
$100,000 per infant-and that adds up fast. Not to mention the "hidden"
costs stemming from the lost productivity and mental anguish involved in
complicated deliveries.

The problem is identifying risk factors early enough to make a difference.
The answer is MaterniCall--Cost Care's High Risk Pregnancy Identification
and Management Program. Improve maternity care and reduce costs...
MaterniCall.

cosrcame
Find out about it

Call:

Ray Foose, Director Marketing IDENTIFICATION AND MANAGEMENT HIGH RISK PREGNANCY
1-800-762-3029 Nationwide

Does your
employee
belongina
psychia*

hospital?
Maybe so. Fortunately, serious mental illness is

highly treatable. But what sort of treatment setting is most
appropriate ? I f your group insurance plan offers mental
health care benefits, you can't afford to be confused about

what types of,therapeutic services, hospitals and facilities 
are available. In fact, understanding who needs a private ,
psychiatric hospital and who doesn't can help you manage 
your inpatient psychiatric benefits more efficiently.

Not all hospitals treating mental illness are
alike-and you need teknew the difference.

The diverse and individual needs of the mentally ill
require an equally diverse range of health care facilities,
from state institutions to general hospital settings to
specialty psychiatric hospitals. The services and therapies
offered by different types of hospitals also vary in scope
and intensity.

The National Association of Private Psychiatric
Hospitals (NAPPH) has assembled a comprehensive
booklet which clearly defines the differences among
mental health inpatient providers. We've also included
useful information about the typeS of patients we treat
and the costs involved, plus the latest facts on hospital
trends and the utilization ofinpatient services, all broken out
in easy-to-understand, reproduceable language and charts.

The bookletis free-but the information isinvaluable.

TheNahonal Assodation of
Private Psychiatric Hospitals

Comings & goings: industry
Continued from page 23
Prior to joining Blanch, Mr. Buck-
ingham was divisional director of
Willis Faber & Dumas Ltd.

Raymond L. Karnofski joined
Hartley Cravens in Seattle as vp.
Most recently, Mr. Karnofski was
president of CIGNA Corp.'s E&S
division in San Francisco.

R. Bebe Hayes promoted to vp
from assistant vp at Saturn Inter-
mediaries Ltd. in Chicago.

Excess/surplus
Marilyn Thomas named senior

vp for Stewart Smith West Inc. in
Los Angeles. She will continue as
manager of the casualty depart-
ment of Stewart Smith West. Ms.

Thomas was most recently vp.
Paul Sanchez named vp and

head of American Home Assurance

Co.'s excess casualty division in

Using Inpatient
Benefits Wisely New!

1

1

Please send

me a free
copy of
"Using
Inpatient

Psychiatric Benefits Wisely"
with all the latest statistics on

mencal health inpatient care.
1

1 1
| Name i
1 Title I
 Company

, Address
1

' City Crnre,Zip .
1
. 1

| The National Association of ,
Private Psychiatric Hospitals .

. 1319 F Street, N.W. 1
 Washington, D.C. 20004
· (202) 393-6700

811012 •

New York. American Home is a

subsidiary of American Interna-
tional Group Inc. Prior to his ap-
pointment, Mr. Sanchez was assis-
tant vp at American Home,

Vincent Delaney, formerly
chief executive officer of Interna-

tional Insurance Marketing Ltd.
and past president of The London
Agency Inc., has joined Gresham &
Associates Inc. in Morrow, Ga. as
senior vp.

John E. "Kip" Whiteside

joined R.L. Jarrett Holdings Inc. in
Dallas as vp in charge of the en-
etgy department. Mr. Whiteside

will be responsible for growth and
expansion of new and existing pro-
ducers.

HMOs/PPOs

William A. Schlag promoted to
senior executive director and chief

operating officer

of Community '.1-.-I

Health Plan Inc. ligp-..VIA

health mainte-

nance organiza-
tion subsidiary 2
of Blue Cross/

Blue Shield of

Massachusetts.

Previously, Mr.
Schlag was re- Mr. Schlag
gional executive
director of another BC/BS HMO,
Medical South Community Health
Plan. Mr. Schlag succeeds Jim M.
Sleeth, who retired earlier this
year.

Other suppliers
Reese I. Bowen appointed re-

gional vp at Commonwealth Risk
Services Inc. in Philadelphia. Most
recently, Mr. Bowen was president
of Corporate Risk Consultants in
Atlanta, a risk management con-
sulting firm.
Gerard E. 

Desmond ap- I
pointed presi-
dent of Meeker

Sharkey Consul- 42 42

tants, formerly 1
Actuarial Con-

sultants Inc., in - «--'Uf
Cranford, N.J,
Previously, Mr. ityh
Desmond was a Mr. Desmond
senior consul-

tant at Frank B.

Hall & Co. Inc.
in New York.

Lee F. Ander-
son joined
Booke & Co. in , ,

I

Birmingham, \
Ala., as vp and \
retirement con-
sultant. Prior to

joining Booke, Mr. Anderson
Mr. Anderson

spent 22 years with Wachovia
Bank & Trust in Winston-Salem,
N.C.

Leslie K. Marsh appointed vp-
health and welfare services at Her-
get & Co. Inc. in Baltimore. Prior
to joining the benefit consulting
firm, Ms. Marsh was senior vp for
Willse & Associates in Baltimore.

Donald E.

Zaeh joined
4»#4 Buck Consul-

¢4*'. 'r. tants Inc. in NewYork as a con'-

4 » 05;N sulting actuary.
 ,0 Previously, Mr.

' 1 IYL./ Zaeh was vp and
& 0'1,79/ consulting actu-
\.- -J ary at Frank B.
Ail'I Hall & Co. Inc. in
Mr. Zaeh New York.

Stephen G.
Singer appointed president and
chief executive of Noble Lowndes

Becker, part of the Noble Lowndes
international actuarial and em-

ployee benefit group. Prior to join-
ing Noble Lowndes Becker, Mr.
Singer was managing vp with Alex-
ander & Alexander in New York. I
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Captive investments
Bermuda insurers find short-term vehicles more appealing

By M. Moshe Porat
and Thomas E. Rattmann

T HE PREMIUMS, SURPLUS andassets of captives have grown
substantially over the past five years,

with the growth experienced by
Bermuda-based insurers exceeding
that of the U.S. property/casualty
insurance industry.

Captives are generally established
and maintained to act as a

cost-effective mechanism for

providing insurance and/or a
mechanism to secure stable, adequate
coverage and capacity for a parent
company. Within this context,
investment activities should clearly be
a significant area of attention for

captives, since investable funds
constitute some 85% to 95% of all

captives' assets.
To examine the important aspect of

captives' activities, we surveyed

investment patterns among
Bermuda-based captive insurers. In

total, 341 surveys were mailed out and
90 were returned, of which 80 were
usable for tabulation. These

respondents represent about 10% of
Bermuda's 798 active insurers at the

end of 1985-namely those insurers
that actually had written premiums
or maintained investable funds at the

end of that year.
A substantial number of the active

insurers in Bermuda are not

"captives," but are owned by
insurance companies, agents or
brokers. When we excluded 1

such companies, there were 619
active Bermuda captives at
year-end 1985. Our survey
respondents constituted 13% of
this total. In terms of total

assets, the respondents
represented $3.2 billion-or
19.6%-of the $16.3 billion

total.

As noted earlier, investable funds

comprise about 85% to 95% of the

average captive's total assets. Thus,
for 1985, investment totaled in excess

of $14 billion.

There are three dominant

investmentinstruments used by

captives: money market securities,
bonds and loans to affiliates. Money
inarket securities-which include

bank time deposits, floating rate

instruments, commercial paper,
Treasury bills and interest-bearing
demand accounts-make up about 49%
of the captives' total investments.

Bonds make up about 37% of the
aggregate investments, while loans to
the parent and/or affiliates represent
approximately 10% of assets. The
other 4% is composed of demand
accounts, common stocks and other

investments.

It is important to note that these

proportions reflect aggregates for the
entire Bermuda captive population
and, in fact, there are substantial
differences in the asset allocations of

individual companies. For example,
some captives invest 100% of their

funds in bank time deposits, while

Period

1925-85

1955-85

1975-85

1980-85

Source: Ibbotson Associates

Common

stocks

9.84%

9.46

14.33

14.71

others do not use these instruments at

all. The most widely used individual
instruments are bank time deposits
and bonds.

It is interesting to compare the
captive averages to the investment mix

of the U.S. property/casualty industry,
where bonds make up 65% of

investments, common stocks make up
12%, miscellaneous

instruments-including preferred
stocks, demand accounts and

mortgages, among others-make up
9%, short-term securities make up 8%
and investments in affiliates make up
6%.

For example, although both groups
allocate a significant portion of their
assets to bonds, the allocation given in
this area by the U.S. property/casualty
industry is substantially greater.
Bermuda captives allocate almost half
their assets to short-term securities; in

contrast, the U.S. property/casualty
industry has less than 10% of its funds

A small company needs a much greater

percentage of its assets in short4erm
securities because of the greater role that
daily operating cash requirements play in
the company's overall investment needs.

allocated in this area.

Loans to affiliates represent a
somewhat greater percentage of the
captive industry's assets than the U.S.

property/casualty industry's assets.
However, contrary to what some might
expect in a relatively free regulatory
atmosphere, less than 15% of all
captives invest in parents and
affiliates, and this practice generally

is limited to larger captives.
Common stocks also play an

importarjt role in the portfolio of the
average U.S. property/casualty

insurer, whereas they are rare in the
average Bermuda company's portfolio.

Overall, these comparisons indicate
that captives take a shorter-term

perspective with respect to their
investment activities than the U.S.

property/casualty industry does.
Short-term securities are a much more

significant percentage of the average
captive's assets, while longer-term
instruments, such as bonds and

common stocks, play a much less
significant role.

Are there solid business reasons that

drive these differences in asset

allocation? We believe there are some

good reasons to expect a somewhat

U

Annualized total returns

Corporate
bonds

4:79%
5.29

9.84

17.83

shorter-term orientation by captives

but that conceptually, captives may be

better served by investing a greater
proportion of their funds in more

long-term investments.
The relatively smaller size of most

Bermuda captives helps to explain
some of the additional liquidity when
expressed as a percentage of assets. A
small company needs to have a much
greater percentage of its assets in
short-term securities because of the

greater role that daily operating cash
requirements play in the company's
overall investment needs.

In addition, a more significant focus
on investment activities may be more
difficult and not as cost-effective for a

small company. For example, a $2
million portfolio does not cost justify a
person within the captive spending a

significant amount of time managing
the investments; neither is that person
likely to have great expertise in
investment matters. Similarly, outside

investment advisers oftentimes

are neither interested nor able

to effectively manage a small
sum of money on a separate

monetary basis.
About 30% of all captives

have less than $2.5 million in

assets, and 60% of all captives
have less than $10 million in
assets.

Perhaps a more effective way to
manage these smaller pots of assets is

through a pooling mechanism like a
mutual fund. Such a mechanism can

insure that the assets are

professionally managed in a prudent
fashion and that costs are held down

due to the aggregate size of the pool
and its economies of scale.

It is important to view the
investments or assets of a company in
the context of its liabilities and

financial strength. A financially weak
company obviously has a lower
tolerance for investment risk than a

stronger company and should be
expected to adopt a shorter investment
time horizon.

Obviously, there are differences in
the underlying liabilities of Bermuda
captives and the larger U.S.

property/casualty insurers. The most
obvious difference is the relationship
and knowledge the insurer has of the
ultimate policyholder and the
underlying risk.

In this regard, captives that limit
themselves to writing related-party
risks have a major advantage over
other insurers. This knowledge should
help to reduce the aggregate risk level

Treasury
bills

3.41%

5.79

9.03

10.30

Consumer

inflation

3.06%

4.79

7.01

4.85

Chart: Amy Palmer

associated with the captives'
liabilities.

Similarly, captives have more

conservative premium-to-surplus

ratios in aggregate than the U.S.
industry.

However, these facts suggest that
many captives should have a greater
tolerance for investment or asset risk

rather than a lesser tolerance.

One also would expect both captives
and traditional insurers to assess the

returns likely to be provided by

varying asset mixes.
The chart presents the long-term

historical total returns (interest
income plus change in asset values)

provided by bonds, short terms and
common stocks.

Although the actual level of return

is dependent upon the time period
being examined, the chart shows that
longer-term securities show greater
returns over time than shorter-term

securities. While bonds fluctuate in

day-to-day market value, depending
on changes in the overall level of

interest rates, they also provide a
relatively stable level of investment

income as defined by generally
accepted accounting principles. In
contrast, a portfolio invested solely in
short-term securities will fluctuate

substantially in its investment income
as interest rates change and maturing
instruments are reinvested.

Overall, captives allocate a much
greater proportion of their investable
funds toward shorter-term securities

than the U.S. property/casualty
industry. Their relative smaller size

and, thus, greater operating liquidity
requirements-as well as their more
frequent lack of in-house investment
professionals-suggest a somewhat
greater short-term orientation than
the typical U.S. property/casualty
insurer.

However, captives' relatively
conservative premium-to-surplus
ratios and greater knowledge of the
risk, the availability of outside
investment expertise, the overall
higher returns provided by
longer-term securities over the long
run and the importance of investment
results to overall financial

performance suggest that these
liquidity levels are probably excessive.

M. Moshe Porat is a professor of Tisk
management and insurance at the
Temple University School of Business
and Management in Philadelphia.
Thomas E. Rattman is a vp of CIGNA

Investment Advisory Co.
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ASK A RISK MANAGER
What is the best way
to allocate premiums?

Insurance premium

 allocations are an annual riskmanagement department

exercise that causes internal

discussions and challenges on
the proper way to charge this

„ expense to our profit centers.
Is there an acceptable and

simple way to handle this problem?

The simplest way would be to
allocate this cost on a percentage

A of total revenue basis. Some trade

journals have reported that many
corporations spend about 1.5% to
2% of their revenues on

- property/casualty insurance.
However, if you elect to

allocate expense on this basis, you have lost an
effective risk control tool and have failed as well to

properly consider risk exposures and past loss
history. Loss history can, despite what senior
management may think, be one of the indicators of

management problems and excessive claim expense.
Insurance companies develop premium on the

basis of operational activity and their exposure to
risks and losses, together with past loss and claim
experience. Collecting adequate premium volume to
pay losses and make a profit is their goal, and there
is good reason why you should use their basic
reasoning in allocating your expenses.

Our corporate position in allocating insurance
expense was to follow the insurance company's
methods of determining premium expense. This
allowed profit centers to check on the cost
allocation system and properly price the cost of
insurance in their product and service expense
makeup. This method may be considered antiquated
by some risk managers, and I would tend to agree.

Divide the problem into two major
sectors-property and business interruption expense
and casualty expense. The latter area causes the
greatest problems and probably always will,

especially in large insured and self-insured

progranns.

In analyzing your property and business
interruption coverages, we can probably agree that
specific contract expense for such covers as fine
arts, mobile equipment, boiler and machinery and
marine exposures can be allocated with little effort.

The master property cover-if you have many
diverse locations and operations-can be more

difficult. I see two ways to handle this allocation.
The first way is to allocate the property and

business interruption premiums based on total
values at risk for each location, with no

consideration for loss history. You can take the
bureau rates for the major perils insured and
develop a "manual" premium for each location. This

rate is developed independently from your office
and takes into consideration the operation,
construction and exposures at risk.

When you develop the location premium, the

premium percentage calculated t6 the total is the

same percentage you use in allocating your master
policy insurance expense. This exfense is made up
of premium dollars in both your insured and
self-insured program and gives you a sound and
credible basis for the allocated cost.

For some strange and unexplained reason, the fact
that one profit center has more property losses than
another (and this fact is not taken into

consideration in refining your allocation) bothers
the loss-free profit centers very little. All profit
centers are charged on the basis of total values at
risk and there are no retros.

The second method still does no: adjust premium

allocation by taking into consideration actual losses
but does recognize internal and controllable

exposures affecting the risk. A property insurance
inspection report provides this information and then
grades the facility on a scale of "poor" to

"superior." The advantage of this plan is that it
provides you with a procedure to reward those
locations with premium credit when their facility is

upgraded from a "tolerable" rating to a
"satisfactory" grading. You are not only allocating
costs on the physical exposures at risk, but also on,

the local managers' attitudes toward controlling
risk at their location by giving them an economic
incentive to increase the level of protection.

Incentives to control and reduce loss potential by
addressing the need for an adequate level of loss

protection has a twofold effect. The first is for the
benefit of local managers' insurerce expense budget

and the second is for your benefit in marketing your
property program.

Casualty insurance principally encompasses
workers compensation, general liability and

automobile liability programs. For most companies,
these coverages collectively add up to the largest
expense dollar in your budget. The basic or
"primary" coverage, subject to re:rospective

adjustment, may be insured (although it is more
likely to be self-funded). Costs allocated in this area
govern the cost allocation of excess liability expense
as well.

While we include directors and officers liability,
fiduciary liability, "special" liability, bonds and
aircraft liability under the casualty heading, the
effort to properly allocate these c)sts is minimal
compared to those large casualty dollars, subject to

retrospective adjustment.
A further consideration is how you handle claim

expense, state taxes and assessments and other
"service charges." You may or may not also want to
include your department expense in this

category-in our case, we do. Tying this into your
basic premium allocation seems the best solution.

Historically, the workers compansation, general
liability and automobile liability covers are
prospectively rated. Initially, we did this on the
basis of the past 3 1/2-year claims history and current
revenue size for each profit center. Because of the
magnitude of the adjustments madie during the 1983,
1984 and 1985, we now secure the assistance of

outside actuaries to help us better project the
prospective expense by profit center separately by
line of coverage.

Our reason for using outside ac tuaries is to more
accurately determine a true insurance expense for

the product being manufactured, processed or sold
or the service offered. The second reason is to

reduce the effect, if at all possible, of large
adjustments in later years.

These prospective cost allocations are the basis
for allocating excess expense. Right or wrong, our

general understanding is that excess underwriters
base their premiums on the primary premium
expense, subject to minimum premiums and other
internal guidelines. We allocate our excess liability
expense, therefore, on the same percentage basis
that the primary expense bears to the total, for each
profit center.

Once you have an effective prospectively rated
program, you're halfway home. All you need to
work on now is the best way to make retrospective
adjustments.

At this point, your company's philosophy comes

into play. For example, do they intend to have
all losses within the $500,000 retention charged to
profit centers? Are "retros" to be separated by line
of cover or combined under a single, combined
adjustment?

We have found that combining the adjustment

(i.e., premium for workers compensation, general
liability and auto liability coverages collectively go
toward paying any losses for these coverages and
within the retained limit) as the better way. This
method permits a smoothing of losses and a
simplified understanding of the adjustment.

Our master property premium allocation works
fine and presents few problems. The casualty
adjustment is a continuing problem; but since we
have been retrospectively adjusting profit center
expense in this area for more than 10 years, most of
our financial people understand the process.

We find that while our financial people have
grown used to our method of allocation and
retrospective adjustments, they have also grown
used to the premium charge. The idea of using
premium allocations as an effective risk control tool
is fading. Has anyone an answer to this problem?

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
Ralph F. Perry Jr., up and director of

 Jilll risk management at Amfac Inc. in San
---1 Francisco. Joseph W. Duva, director of
P911il- employee benefits at Allied-Signal
C't*Illi Inc. in Morristown, N.J., answers
liT1.1 benefits management questions.
11-jI William J. Miner, an actuary with The
  Wyatt Co. in Chicago, answers
Idi I actuarial questions on benefits issues.

Mr. Perry And, Richard E. Sherman, a principal
with Coopers & Lybrand in San

Francisco, answers actuarial questions in the casualty
field,

Mr, Duva's and Mr. PerTY's columns appear
atternatety on the second Monday Of each month. Mr.
Miner's and Mr. Sherman's columns appear alternately
on the first Monday Of each month. Mr. PeTTy' s tiert

column will appear in December.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Ill. 60611. Please give us your
name, title and employer; however, Business Insurance
witt consider unsigned letters.

Denial of benefits to widow is constitutional: Court
A state law excluding survivor's benefits

to a widow who married an injured worker
more than two years after his disabling in-
jury is constitutional, an Oregon appellate
court ruled.

Marvin Tenepaugh received a compens-
able injury in 1964 while he was married to
Bertha Tenepaugh. He was awarded perma-
nent and total disability in 1967. His mar-
riage to Mrs. Tenepaugh later ended. Mr.
Tenepaugh married Ruby in July 1968 and

Legal briefs

was married to her when he died in 1984.

She filed for survivor's benefits but was

denied. An appeal ensued.
The appellate court noted that at the time

of Mr. Tenepaugh's injury in 1964 the state
compensation law excluded benefits to a
widow unless she was his wife at the time

of the disabling injury or within two years
thereafter. The court concluded that the

law did further some legislative purpose.
"Although the statute may not provide
benefits to every person who might suffer a
pecuniary loss from the death of an injured
worker," the court said, "the statute cannot

be described as arbitrary." The constitu-
tionality of the classification was upheld.

Tenepaugh vs. Saif, Court of Appeals of
Oregon, Aug. 13, 1986 (BI/05/Jy./$10)

These abstracts were prepared by Cases

Unlimited Inc. Copies Of these decisions are
available by sending a $10 check payable to
Cases Unlimited to Business Insurance, 740
N. Rush St., Chicago, Ill. 60611-2590. List
the number for each opinion.
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Frat foste rs interest in insurance
MULTI. MARKETS

PHYSICAL DAMAGE
CARGO

GROUP

Call:

Richard D. Slautterback

Chairman

Telex: 80-4319

P.O. Box 105257 Atlanta, GA 30348

© American Owner Operator Association, Inc. ®
All Rights Reserved

By MARK A. HOFMANN

If you ask an 18-year-olc college
freshman what career he or- she in-

tends to follow, odds are slim the
reply will be insurance.

For instance, a 1986 survey by
New York-based Continenta. Corp.
found most college students cin-
sider the insurance industry 'toi-
ing."

But Gamma Iota Sigma, a na-
tional collegiate insurance ira:ei-
nity, is working to chang€ the ir-
dustry's image among college
students. And, companies in the ir-
dustry are beginning to .ook fcr
fraternity members when hiring
college graduates.

"Insurance companies have a
need for students majoring in ail
fields," said G. Gregory King, an
agency director for State Farm Ir.-

surance Cos. in Midd.eburgh
Heights, Ohio, and president of
Gamma Iota Sigma.

"We've come up with some 125
different career paths ' w.thin the
insurance industry, suct as risk
management, underwriting, mar-
keting and sales, Mr. King pointed
out. "And we're interested in any-
one who will come and see what a
career in insurance van be. The

nnore d-.verse, the better."
Prorroting careers in insurance

has been one of the group's aims
since 1 365, when it was founded by
Warren L. Weeks, a Cclumbus,
Ohio, independent progerty/ca-
sualty agent.

Mr. Weeks sought to create an
organization that would encourage
high ethical and professional stan-
dards among its members while
provid. ng new social opportunities

and career contacts. And, Mr.
Weeks position as vice president
of the Griffith Foundation for In-
surance Education at Ohio State

University in Columbus helped
him realize his goal.

The 35-year-old foundation,
which is supported by private and
corporate gifts, conducts several
educational programs dealing with
all facets of the insurance indus-

try.
According to Alan Williams, who

is the fraternity's executive vp and
the foundation's executive direc-

tor, Mr. Weeks devised the idea of
Gamma Iota Sigma to make the
foundation a more effective tool

for promoting collegiate insurance
education.

The fraternity chartered its first
chapter at Ohio State University in
1966.

Make lemonade. How can you control employee
bmefit costs withoikt soziring empl©yee mmale? With

Jeiferson-Pilot's innova-
tive cafetena plans like
UniFLEX and Mod-
ucts likePrime Univer-

sal Life. They're Dart
of JP' s nationally recog-

nized Total Cost Containment.Program.For other
ways JP can su)eeten
emplqyee morale while
im»ving your
bottom line,
call us.

For over 80 years, JP has helped large and small companies develop cost-efficient, attpactive benefits
packages. Call James E. Harshaw, CLU Vice President, (919) 299-4720.

Jefferson-Pilct L:le Insurance Company, Greensboro, NC 27420.

10"RPEan
piloi
INSURANCE / FINANCIAL SERVICES

Fraternity membership, which is
for life, currently totals about
20,000, several hundred of whom

are currently college undergradu-
ates, according to Mr. Williams.
The fraternity now has about 20
active college chapters, primarily
at Southern and Midwestern

schools, and some dormant chap-
ters may be revived, he said.

Mr. Williams stresses that the

local chapters operate autono-
mously. But the national office en-
courages them to prepare resume
books, schedule field trips and
provide campus lectures by insur-
ance industry figures.

Local chapters also are en-
couraged to provide scholarships
for outstanding insurance stu-
dents. The scholarships provided
by campus chapters complement
the national body's two $300 an-
nual scholar-

ships.

Ellen .
Thrower, associ-ate professor of (*)
insurance at ,\ 1 //Drake Univer- L//
sity in Des '-
Moines, Iowa,

says that the fraternity provides "a
real good inroad for industry con-
tacts, particularly for students in
geographic locations that are not
easily accessible to insurance com-
panies."

David D. Wood, assistant profes-
sor of insurance and adviser to the

Gamma Iota Sigma chapter at Ap-

palachian State University, agrees
with Ms. Thrower's assessment.

ASU is located in Boone, N.C., a
small town about 80 miles north-

west of Winston-Salem.

-A student who's in a financial

center would have other avenues

through which to meet insurance
executives. We bring the execu-
tives to Boone," Mr. Wood said.

Mr. Wood estimated that 20 stu-

dents currently belong to the ASU
chapter. Most major in insurance,
business or mathematics, and most

pursue insurance careers.
Mr. Wood also noted that un-

less their families own insurance

agencies, students tend to pursue
career opportunities with insur-
ance companies.

James R. Ridley, president of In-
tegon Corp. Group in Winston-
Salem, shares Mr. Wood's opinion
of the fraternity's value.

"Fraternities like Gamma Iota

Sigma at ASU provide excellent
support for the business schools'
curriculum," he said. "They pro-
vide avenues for students to apply
what they learn in class through

special fraternity-backed pro-
grams and projects with area com-
panies."

Another insurance executive,

Patrick L. Doyle, a vp with Na-
tionwide Group in Columbus,
Ohio, said: "Gamma Iota Sigma is

really on the move. At Nationwide,
an application with Gamma Iota
Sigma on it goes to the top of the
pile."

Mr. Doyle said the fraternity's

special programs and the energy of
its members better prepares stu-

dents for entering the insurance
business.

Gerrit Starke, vp of corporate
human resources at Long Grove,
Ill.-based Kemper Group, says
Gamma Iota Sigma's value is its
projection of the positive aspects
of an insurance career.

"We applaud any organization
that brings college students in

touch with the opportunities and
challenges open to them in the in-
surance industry," Mr. Starke ex-
plained.

"Ours is a fast-paced and vital
business. We need highly moti-
vated people with a well-rounded

education able to adapt to chang-
ing work environments and mar-
kets."



OCT. 19-20. Coping With Change-Directors
and Officers Liability symposium in San
Francisco, sponsored by The Wyatt Co., $525;
$425 for additional registrants from the same
organization. Also Nov. 12 in Boston The
Wyatt Co., Suite 5600, Sears Tower, 233 S.
Wacker Drive, Chicago, Ill. 60606; 312-876-
2000.

OCT. 19-20. Preparing and Analyzing Prop-
erly and Casualty Statutory Financial
Statements seminar in Boston, sponsored by
Executive Enterprises Inc., $875, $775 for addi-
tional registrants from same organization. Also
Dec. 2-3 in Los Angeles. Executive Enterprises
Inc., 22 W. 2 lst St., New York, N.Y. 10010-6904;

800-223-0787; 800-831-8333 within New York.

OCT. 19-21. Techniques of Finance and Ac-
counting course in Chicago, sponsored by the
Risk & Insurance Management Society Inc.;
$540 for RIMS members; $640 for non-members.
Fran Jordan, Risk & Insurance Management So-
ciety Inc., 205 E. 42nd St., New York, N.Y.
10017,212-286-9292.

OCT. 19-23. Recognition of Occupational
Health Hazards course in Los Angeles, spon-
sored by the Institute of Safety & Systems Man-
agement al the University of Southern Califor-
nia; $735. The Institute of Safely & Systems
Management, University of Southern California,
Office of Extension and In-Service Programs,
3500 S. Figueroa St.. Suite 202, Los Angeles.
Calif. 90007; 213-743-6523.

OCT. 20. The View from the Top: 1987 Insur-
ance Industry Seminar in New York, spon-
sored by Coopers & Lybrand; $100. Also Oct. 21
in Chicago and Oct. 23 in San Francisco. Jeanne
Saffer, Coopers & Lybrand, 1251 Ave. of the
Americas, New York, N.Y. 10020; 212-536-2210.

OCT. 20-22. Cargo Insurance Clauses Work-
shop in London, sponsored by lhe Insurance &
Reinsurance Research Group Lld.; 506 pounds
(approximately $832). Caroline Alkinson, Insur-
ance & Reinsurance Research Group Ltd.,
Bridge House, 181 Queen Victoria St., London
EC4V 4DD; 01-236-2175.

OCT. 21. 20th Anniversary Meeting of the
Florida Gulf Coast Chapter of the Society of
Chartered Property & Casualty Un-
derwriters in Boca Ralon; $16.50-$17.50 for
dinner costs only. Contact Irene MeKee at 305-
781-5862.

OCT. 22. Coping With the Responsibilities of
Risk Management workshop in Northbrook,

Ill, sponsored by the Chicago, Wisconsin and
Northeastern Illinois chapters of the Risk & In-
surance Managemenl Society; $80' for RIMS
members and prospective members. Arl Meyer,
Wisconsin Gas Co., 626 E. Wisconsin Avd., Mil-
waukee, Wis. 53202; 414-291-6520.

OCT. 22-23. Third Annual National Dram

Shop Seminar in Boston, sponsored by The
Dram Shop & Alcohol Reporter; $250; $50 dis-
count for two or more registrants from same or-
ganization. The Dram Shop & Alcohol Reporter,
P.O. Box 590, Falmoulh, Mass. 02541; 617-548-
7023.

OCT. 22-23. Advanced Employee Benefits
Workshop in New York, sponsored by the Prac-
Using Law Institute, $475. Praclising Law Insti-

lute, Dept. 2Z, 810 Seventh Ave., New York,
N.Y. 10019; 212-765-5700.

OCT. 22-23. Advanced Employee Benefits

workshop in New York, sponsored by the Prac-
tising Law Institute; $475, $45 for coursebook
only. Also Nov. 2-3 in New York. Praclising
Law Institute, Dept. BA-105, 810 Seventh Ave.,
New York, N.Y. 10019; 212-765-5700, extension
271.

OCT. 22-23. Letters of Credit and Trust

Agreements in the Insurance Industry con-
ference in New York, sponsored by Executive
Enterprises Inc., $875, $775 for additional regis-
trants from same organization. Executive En-
terprises Inc., 22 W. 2lst St., New York, N.Y.
10010-6904; 800-223-0787; 800-831-8333 within
New York.

OCT. 22-23. Techniques of Self-Insurance:
Corporate Survival in a World With Inade-
quate Commercial Insurance seminar in San
Francisco, sponsored by the Practising Law In-
stilute; $425, $45 for coursebook only. Also
Nov. 2-3 in New York. Practising Law Institute,
Department 8A-105, 810 Seventh Ave., New
York, N.Y. 10019; 212-765-5700, extension 271.

OCT. 22-24. 11th Annual Employment Law
Seminar in Napa, Calif., sponsored by the De-
fense Research Institute Inc.; $525 for DRI mem-
bers; $550 for non-members. Defense Research
Institute Inc., 750 N. Lake Shore Drive, Suite
500, Chicago, Ill. 60611; 312-944-0575.

OCT. 24. The ABCs of Employee Benefits se-
minar in Chicago, sponsored by the Chicago
Chapter of the International Society of Certified
Employee Benefit Specialists; $50, $60 at the
door. Sid Brant, Chicago Chapter, CEBS, P.O
Box 600, Chicago, Ill. 60690; 312-673-4900.

OCT. 25-28. 1987 Corporate Health Care Cost
Management Conference in Washington, D.C.,
sponsored by the International Foundation of
Employee Benefit Plans; $605 for IFEBP mem-
bers; $680 for non-members. Registration De-
parlment, International Foundation of Em-
ployee Benefit Plans, P.O. Box 69, Brookfield,
Wis. 53008-0069; 414-786-6700.

OCT. 26-27. Insurance Company SEC Ac-
counting and Reporting course in New York,
sponsored by Peal Marwick Main & Co., $725.
Peat Marwick Registrar, Executive Education
Department, 3 Chestnut Ridge Road, Monlvale,
N.J. 07645-0435; 800-762-3932.

Datebook

OCT. 26-27. Fat! Conference of the American
Assn. of Insurance Services in Charlestc,n,
S.C., $250 for first registrant, $125 for addi-
tional registrant from same organization, $1100
for spouses. American Assn. of Insurance Ser-
vices, 1035 S. York Road Bensenville, IlL,
60106, 312-595-3225.

OCT. 26-27. Health Care Cost Containment
workshop in San Francisco. sponsored by the
Health Research Institute; $495. Also Nov.9-10
in New York; and Dec. 7-8 in Chicago. Health
Research Institute, 1600 S. Main Plaza, Sui ze
170, Walnut Creek, Calif. 94596; 415-676-2320.

OCT. 26-27. Year-end SEC Accounting and
Financial Reporting for Property/Casuaity
Insurance Companies conference in Ne·w
York, sponsored by Executive Enterprises Inc.;
$875; $775 for additional registrants from same
organization. Executive Enterprises Inc., 22 W.
2lst St., New Yo,k, N.Y. 10010-6904; 800-223-
0787; 800-831-8333 within New York.

OCT. 26-28. Government Risk Management
Seminars: Basic Fundamentals, Advanced
Techniques or School Risk Management in
Washington, D.C., sponsored by the Public Risk
& Insurance Management Assn., $350 for
PRIMA members: $400 for non-members. Pub[-c
Risk & Insurance Management Assn., 1120 G St.

N.W., Suite 400, Washington, D.C. 20005; 202-
626-4650.

OCT. 27. Corporations vs. Directors. The
Real Struggle Over D&O Liability confer-
ence in New York, sponsored by the Tillinghast !
Division of Towers, Perrin, Forster & Crosby;
$450. Also Nov. 5 in San Francisco. Conference
Director, Tiltinghast/TPF&C, 722 Post Road,
Darien, Conn. 06820; 203-655-9791. '

OCT. 27-28. Personnel Law Update 1987 se-
minar in Seattle, sponsored by the Council of
Education in Management; $495; $475 each for
two or more from the same organization. Also
Nov. 4-5 in Delroit, Morrislown, N.J., Honolulu;
Nov. 10-11 in San Diego; Nov. 17-18 in San
Jose, Calif., Minneapolis; Dec. 1-2 in Tampa,
Fla.; and Dec. 8-9 in Phoenix, Ariz. Karen Nel-
son, Council on Education in Management, 321
Lennon Lane, Walnut Creek. Calif. 94598; 415-
934-8333.

OCT. 28. 12th Annual Research Seminar in

New York, sponsored by the Insurance Informa-
tion Institute; $125. Carlel leontro, Insurance
Information Institute, 110 William SL, New
York, N.Y. 10038; 212-669-9215.

OCT. 29. Risk Management and Safety Tech-
niques for Public Agency Recreation Pro-
grams and Facilities seminar in Pleasanton,
Calif., sponsored by Risk Management Se-
minars; $150 in advance; $175 at the door Also

Continued on netpage

Consider
Colorado

Formation and Management Services for:
Risk Retention Groups, Captive Insurance Companies
and Risk Purchasing Groups.

Complete or selected services.

PLEASE CALL FOR BROCHURE

ANGA Risk Services
1776 South Jackson Street
Suite 1120

Denver, Colorado 80210
(303) 692-9063

Strength and securi¢yin a changing world=

Strength in our capital and surplus.
Sirength in our service to both:realy and
hacultative eNents. And seourlyk
knowing that Skandia, serving clients A
since 1900, is the oldest operating
reinsurance company in the U.S.

Headquarters:280 Park Avenue.New York 
Atlanta, Chicage,NewYor*,San Francisco  'CA,r \

SKANDIA AMERICA GROUP

r-
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i
sponsored by the World Trade Institute, one day Rafael, Calif 94912, 415-492-4708

Datebook (Ocean Cargo Claims) $425, $380 for additional
registran: two days (Marine Cargo Insurance)
$665, $6CO for additional registrant three days NOV 5-6 Managing Intergovernmental

GENERAL AGENT (both seminars) $845, $760 for addilional regis- Pools tonfelence m San Antonio, Te.as, .pon-

wred by the Public Risk & lnuiance Manage-

(WHOLESALE)
Cont;nued from previous page 750 N Lake Shore Drive, Suite 500, Chicago, Ill trant Registrar, World Trade Institute, 1 World
Nov 18 in Sacramento, Calif , Nov 19 in 60611, 312-944-0575 Trade Center, 5W, New York, N Y 10048, 212- ment Assn , $150 for PRIMA memberi $250 for

TRUCK PROGRAM Fresno, Calif Risk Management Seminars, P O 466-4044 non-members Public Risk & Insuiance Mdnage-
NOV 14 Insurance Technica_ Conference in ment Assn 1120 G St NW, Suite 400, Wash-Bo\ 1601, Sonoma, Calif 95476-1601, 915-943-

1405 Boston, co-sponsored by the Alhan,e of Amen-Admittri lid non ilm tted NOV 5 3Gth Annual All Industry Day in ington,DC 20009,202-626-4650
can Insurins and the Ametican As:n of Insur-

Troy, Mich , sponsored by the Greater Detroitmarkets available to established
OCT 29 Assessing Vendors (HMOs, PPOs, mee Services, $275 for Alliarce/AAIS mem- chapter of the Society of Chartered Property & NOV 5-6 Recovering Uncollectible Reinsur-

GA, MGA mid E+S Brokers Utilization Review Firms, etc ) workshop in bers/subscribers, $100 for familb men-bers, $325
Casualty Underwnters, $30 Geraldine Low- ance conference m New York, sponsored by EX-

nith established transportation San Francisco, sponsored by the Health Re- for non-members Donna G Pillstron, Alliance
man, Collett Lowman Agency Inc, Suite D, ecutive Entelprises Inc, $875, $775 for addl-

search Institute, $250 Also Nov 12 in New of American Insurers, 1501 ood f-eld Road,
27908 Orchard Lake Road, Farmington Hills, tional registrants from Same O! ganiiation Alsoboot, of bustness

York, and Dec 10 m Chicago Health Research Suite 400 R, Schaumburg, Ill 60173-4980, 312- Mich 48024, 313-855-1166 Dec 10-11 in Los Angeles Executive Enter-
490-8595

Richard D. Slautterback Institute, 1600 S Main Pla/a, Suite 170 Walnut prises Inc , 22 W 2 lst St , New Yoik, N Y

Creek, Calif 94596, 415-676-2320 NOV 2-6 Developing and Managing a Basic NOV 5-6 Integrating and Expanding the 10010-6904, 800-223-0787, 800-831-8333 with n
Chairman

Safety and Health Program coure in Long Role of Employee Health Care conference in
New York

Telex· 80-4319 OCT 29 Cost Containment Through Com- Grove, W, sponsored by Natior,al Lc,ss Control San Antonio, Texas, sponsored by the Amencan
munications and Education workshop m San Service Corp , $650 Tommy Thorn is, NATL- Hospital Assn , $395 for AHA members, $495 for NOV 6 Alternate Dispute Resolution and

Risk Management Controlling Conflict and
. F, ancibco, sponsored by the Health Research In- SCO, K-3, Long Grove, Ill 60049,81C- ;23-9585, non-members American Hospital Assn .PO.

salute, $250 Also Nov 12 m New York, aid 312-540-2400 within Illinois Box 98946, Chicago, Ill 60693, 312-280-6083 its Costs seminar in New York, sponsoled by

AFU Dec 10 in Chicago Health Research Institute, the Practising Law Institute, $250, $45 for cout

1600 S Main Plaza, Suite 170, Walnut Creek, NOV 2-6 Sampting and Evaluating Air- NOV 5-6 Seventh Annual Occupational sebook only Practising Law Institute Depart-
AMEraCAN TRUCK Calif 94596, 415-676-2320 ment BA-105, 810 Seventh Ave, New York, N Y

borne Asbestos Dust course in Li.s Angeles, Health Nursing Principles and Certification
UrEl?WR[TERS. INC 5

sponsored by the Institute of Safely & Systems Review Course in San Rafael, Cahf, sponsored 10019, 212-765-5700, extension 271
PO Box 105257 Atlanta, GA 30348 OCT 29 Philly  Managernertat the University 06 Southern Cal,_ by the Occupational Health Consulting division

sored by the Insurance Society of Philadelphia, fornia, $725 Institute of Safety & Ey· tems Man- of Firefrans Fund Risk Management Services NOV 8-11 Legislative Research Commis-

$45, $50 at the door Philly I-Day, 737 Public agement, University of Southern Cal fornia, Of_ Inc, $275 Also Dec 3-4 in Orlandi, Fla , Jan sion's Third Biennial Workers Compensa-

Ledger Building, Philadelphia, Pa 19106 tion Seminar in Louisville, Ky, before Oct 9
fice of Ex·ension and In-Service Programs 3500 7-8 in New Orleans, Feb 4-S in Torrance, Cahf,

© 1987 American Truck Underwriters Inc ' S Figueroa St, Swte 202, Log Anselef, Calif Feb 18-19 m Schaumburg, Ill, March 3-4 in $150, after Oct 9 $190 Charlene Collins, Legis-

OCT 29-31 Asbestos Medicine seminar m 90007, 213-74 3-6523 Artingtoi, Va, and March 17-18 in Cambridge, lative Research Commision, Fourth Floor, Cap-
All Rights Reserved itol Building, Fi ankfort, Ky 40601 502-5640-Reno, Nev, sponsored by the Defense Research Mass Annette B Haag, Director, Occupational

Institute Inc , $410 for DRI members, $435 mor NOV 4-6 Marine Cargo Ins.liance and Health Consulting, Firemans Func Risk Man-
8100

non-membea Defense Research Institute Irc Ocean Cargo Claims semina-s m New York, agement Services Inc , 4040 CIVIC Center Drive,
NOV 9-10 The Solution to the High Cost

Claim-Medical Case Management confer-

ence in New York, sponsored by intracorp $385
$340 per additional registrant from the same 01 -

Achieve
ganization Jackie Mazoway, Intracorp, Ches-
terbrook Corporate Center, 701 Lee Road,
Wayne, Pa 19087, 800-345-1075

NOV 9-10 Medical Malpractice m Cardiac.
Care seminar, sponsored by Law Journal Se-
minars-Press, $390, $365 each for two or more

registranG from the same organization Regia-
trar, I aw Journal Seminars-Press, 111 Eighth

Two Goals at Once. Ave , Suite 900, New York, N Y 10011, 800-
221-8195,212-741-8300

NOV 9-10 Establishing Risk Retention
Groups and Other Self-Insurance Programs
seminar in New York, sponsored by Executive
Enterprises Inc , $875 $775 for additional regis-

Cl trant from same organization Executive Enter-
prises Inc , 22 W 2 lst St , New York, N Y
10010-6904, 800-223-0787, 800-8 11-8 &31 within

- New York

NOV 9-12 Seventh Annual Construction In-

surance Conference and Pre-conference Se-

minars in New Orleans, sponsored by the Inter-
national Risk Management Institute Inc, $235
for one pre-conference seminar (Nov 9) Con-

, struction Insurance Primer, Insuranie Cost

Control, or Risk Financing Alternative, $495
for conference(Nov 10-12), $595 for conference
and one pre-conference seminar international
Risk Management Institute Inc , 12222 Merit
Drive, Suite 1660, Dallas, Texas 75251-2217,

800-527-2580, 214-960-769 A within Texas

NOV 9-13 International Reinsurance Prac-

07
tice course in London, sponsored by Insurance
& Reinsurance Research Group Ltd , 675 pounds
(approumately $1,110) plus VAT Joy Bam-
brough, Insurance & Reinsurance Research
Group Ltd, Bndge House, 181 Queen Victoria

St , London EC4V 4DD, 01-236-2175

NOV 10 Atlanta Insurance Day '87 Strate-

1 gies for a Changing Climate seminar, spon
sored by Alliance of American Insurers, Amert-
can Insurance Assn, Atlanta Assn of
Independenl Insurance Agents, Atlanta Aon of
Insurance Women Inc, Atlanta Claims Assn,
County Assn of Independent Insurance Agents,
Georgia Assn of Properly & Casualty Insulance4 *td'1110
Companies, Gwinnett Assn of Insurance
Women, Honorable Order of Blue Goose Inler-

national, Independent Insurance Agents of
Georgia, Insurane Information Institute, Insur-

Reduce Workers' Compensation Costs and ance Women of Cobb County Inc, Insurance
Women of Decatur-DeKalb, Life Office Man-

agement Assn , Professional Insurance Agents of
Georgia Inc, Atlanta Chapter of the Rlsk & In-

Improve the Quality of Medical Care surance Management Society, Georgia Chapter
of the Society of Chartered Property & Casualty
Underwriters and Southern Insurance Managers
Assn, $35, $300 for a table of 10, $17.50 for

A unique computer-based medical monitoring I At a large urban traisit system, HCS reduced the students Randall D Tanner, Huffines, Tanner &
Russell Inc , 404-393-2401

service developed by renowned orthopaedic surgeons medical and indemnity costs of upper and lower
NOV 11-13 New Age Retirement PlanningDr Henry Fefferand Dr. Alf Naehemson, CareScan ' \1 back injuries by 45%
workshop m New York, sponsored by Retire-

checks employees with orthopaedic injuries to make • At a national trucking company, HCS lowered the ment Advisors, $495, $395 if registration is
made three weeks m advance Relirement Advt-

sure they are receiving proper medical treatment number of average days lost per back injury case sors, 919 Third Ave, New York, N Y 10022,

and intervenes when necessary. by 15% 212-421-2400

Because employees receive quality treatment NOV 11-13 Fundamentals of Property and
Casualty Reinsurance Agreements confer-

for their injuries, they return to work sooner and Start your company achieving two important ence in Los Angeles, sponsored by Executive
Enterprises Inc , $975, $875 for additional reFs-

workers' compensation costs are reduced. goals at once. Lower workers compensation costs trants from same organization Executive En-
terpmes Inc , 22 W 2lst St, New York, N Yand improve the quality of employees' medical care

CareScan Features 10010-6904, 800-223-0787, 800-831-8333 within

with HCS CareScan For more information, call Blair New York

• Designed for large and small employers, Driskell at 800-832-6427 In Washington Metropoh- NOV 12-13 Going Bare A Survival Course
self-insured entities, third party administrators

tan area, ca11342-2130 for Self-Insureds conference in Orlando, Fla,

and insurance companies sponsored by the American Bar Assn's Section
of Tort & Insurance Practice and Division of

• Easy-to-implement and extremely effective in both Professional Education, $375 for ABA members,
$350 for TIPS members, $325 for young lawyers,

government appheations and in private industry $75 for law students, $400 for non-members
American Bar Assn, Division for Professional

• Widely accepted by employees, unions, and Education, Department NI 487, 750 N Lake

community practitioners * HCS Shore Drive. Chicago, Ill 60611, 312-988-6200

NOV 15-19 National Assn of Independent
HCS Results Ini:Grative Medical Mmitt011)14 Insurers' 42nd Annual Meeting m Maui, Ha-

wail, $250 for members, $350 for subscribers
• At a major utility, HCS reduced the number of ( 00 rew Hamp.hire Avenue. LU' and guests, $100 for spouses National Assn of

back surgeries by SO% and reduced the cost of lost Suilre 900
Independent Insurers, 2600 River Road, Des
Plaines, Ill 60018-3286, 312-297-7800

days due to back related injuries by 50% Was.1-inAton. D('. 20017
NOV 16-18 Utilization Review Systems

Continued on next page
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workshop in Scottsdale, Ariz., sponsored by the
Group Health Assn. of America inc., $425 for
GHAA members; $500 for non-members. Group
Health Assn. of America Inc., 1129 2Oth St.
N.W., Suite 600, Washington, D.C. 20036; 202-
778-3275,

NOV. 19-20. Drafting and Negotiating Rein-
surance Contract Wordings and Market Pre-
sentations seminar in New York, sponsored by
Executive Enterprises Inc., $875: $775 for addi-
Lonal registrant from same organization. Exec-
Ltive Enterprises Inc., 22 W. 2 lst St., New York.
N.Y. 10010-6904. 800-223-0787; 800-831-8333
within New York.

NOV. 20. Political Risk & Credit Insurance

seminar in New York, co-sponsored by The Col-
lege of Insurance and Cook & Miller; $125. Pro-
f2ssional Development Division, The College of
[nsurance, 1 Insurance Plaza, 101 Murray St.,
New York, N.Y. 10007; 212-962-4111, extension
203.

NOV. 30-DEC. 1. Behavioral Science as an

Approach to Accident Prevention course in
Los Angeles, sponsored by the Institute of
Safety & Systems Management at the University
cf Southern California; $375. The Institute of

Safety & Systems Management, University of
Southern California, Office of Extension and

In-Service Programs, 3500 S. Figueroa St.,
Suite 202, Los Angeles, Calif. 90007; 213-743-
6523

DEC. 2-3. Legal Aspects of Occupational
Safety & Health course in Los Angeles, spon-
sored by the University of Southern California's
Institute of Safely and Systems Management;
$385. Universily of California, Institute o[
Safety and Systems Management, Office of Ex-
tension and In-service Programs, 3500 S. Fi-
fieroa St., Suite 202, Los Angeles, Calif. 90007;
213-743-6523.

DEC. 2-4. Fundamentals of Insurance course

in Atlanta. sponsored by the Risk & Insurance
Management Society Inc., $495 for RIMS mem-
bers; $595 for non-members; after Oct. 20 add
145. Fran Jordan, Risk & Insurance Manage-
ment Society Inc., 205 E. 42nd Sl., New York,
N.Y. 10017; 212-286-9292.

DEC. 4-9. 33rd Annual Employee Benefits
Coilference in San Francisco, sponsored by the
International Foundation of Employee Benefit
Plans; before Oct. 4: $480 IFEBP members only;
after Oct. 4: $525 IFEBP members only. Regis-
tration Department, International Foundation
d Employee Benefit Plans, 18700 Bluemound
Road, P.O. Box 69, Brookfield, Wis. 53008-0069;
414-786-6700.

DEC. 7-9. Hazard Communication: Worker
Training Right to Know course in Los An-
seles sponsored by the University of Southern
California's Institute of Safety and Systems
Management; $400. University of California, In-
slitute of Safety and Systems Management, Of-
Ece of Extension and In-service Programs, 3500
S. Figueroa St., Suite 202, Los Angeles, Calif.
90007; 213-743-6523.

JAN. 20. Managing and Controlling Asbestos
Contamination/Exposure course in Los An-

geles, sponsored by the University of Southern
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.

nunness
Insurance

Reporting weekly for
corporate risk, employee benefit

and financial executives

ReprInts/Permission
If you want copies of articles
appearing in Bl to distribute at
corporate or industry meet-
ings, or for promotional mail-
ings - or permission to pro-
duce your own reprints -
contact the Bl Reprint Dept.
We've expanded to provide
you with fast. low-cost ser-
vice. (Minimum print order is
100 copies.) Call or write:

REPRINT DEPARTMENT

Business Insurance
220 East 42nd Street

New York, NY 10017
(212)210·0229.

Article Photocopies
If you missed an article in Bl
and would like a photocopy
- send your request along
with $380 per copy / per arti-
cle and a self-addressed

envelope to the Bl Reprint
Dept. Please specify issue
date and headline of arti-

cle. Only pre-paid written
requests will be fulfilled.

Issue Sales

For a copy(s) of any back
issue of Business /nsurance.

contact Single Copy Sales.
Call(313)446-1609.

California's Inslitute of Safely and Systems
Management; $160. University of California, In-
slitute of Safety and Systems Management, Of-
fice of Extension and In-service Programs, 3500
S. Figueroa Sl., Suite 202, Los Angeles, Calif.
90007; 213-743-6523.

JAN. 21-22. Transportation of Hazardous

Materials/Waste course in Los Angeles, spon-
sored by lhe Universily of Southern California's
Institute of Safely and Systems Management;
$265. University of California. Institute of
Safely and Systems Management, Office of Ek-
tension and In-service Programs, 3500 S. Fi-
gueroa St., Suite 202, Los Angeles Calif. 90007;
213-743-6523.

JAN. 25-29. Hazardous Materials: Handling
and Disposal course in Los Angeles, sponsored
by the University of Southern California's Insti-
lute of Safety and Systems Management; $735.
University of California, Institute of Safely and
Systems Management, Office of Extension and
In-service Programs, 3500 S. Figueroa St., Suite
202, Los Angeles, Calif. 90007; 213-743-6523.
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Mental Health and Substance Abuse problems are delicate and require a special
kind of case management.

But the first step is knowing exactly what to treat. Only Cost Care utilizes:
*/ Over 270 clinicalindicators to unmask hidden personal problems.
4 Staff physicians and psychiatrists reviewing every case.
1 Review of both physicaland mental health related admissions.

We treat your employees the way their doctors do-case by case.

cosr caRE
Call: MENTAL HEALTH/SUBSTANCE ABUSERay Foose, Dimctor Marketing  CASEMANAGEMENT
1-800-762-3029 Nationwide
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Judicial activism hurts tort system: Willard
By MARK A. HOFMANN

CHICAGO-Business must rein

activist judges to curb insurance
affordability and availability
problems, according to a U.S. Jus-

tice Department official.
"Judicial activism"-not a lack

of regulation-is to blame for the
liability explosion that caused the
liability insurance crisis of the
mid-1980s, said U.S. Deputy At-

STRUCTURED

SETTLEMENTS

STRENGTH EN YOUR
POSITION

You can count on With offices nation-

Structured Financial wide, an SFA settle-

ment specialist can
ence in creative set- be with you at your

tlements as a unique next settlement con-essoucricaefoiyxojrrise t.1 ference, or as close

in personal injury as your phone, to
claims. Our back- respond immediately
grounds in insurance, to your concerns,
law, economics, claims, and finan- keeping negotiations moving
cial planning, combined with our toward successful completion.
unwavering commitment to ser- SFA - Strengthening your position
vice, have proven instrumental in Call today for your FREE
successful settlements. SFAs Sememen# Reference ManuaL
advantages extend not only to
injured persons, but to you as well. 1-800-638-5890

repeetIyecuntuondus to strZj;Z STRUCTURED
their positions in difficult claims, FINANCIAL .
and that is why SFAwas the fastest
growing structured settlement firm ASSOCIATES. INC:

in the industry last year. OFFICES NAT:ONW/DE

torney General Richard K. Willard
during a civil justice education
meeting earlier this montt in Chi-
cago sponsored by the Alliance of
American Insurers.

"The explosion of liabilfty is the
result of activist judges whose
penchant for social eng_neering
has distorted beyond recognition
the common law of torts. If such

far-reaching changes are to be
made in our legal system, they
should be the product of our
elected legislatures," said Mr. Wil-
lard, who also is chairman of the
Justice Department's tort policy
working group.

Mr. Willard urged business lead-
ers and other non-lawyers to be-
come more involved in th€ judicial
selection processes in th€ir states
to curb tort law excesses.

"The public is frozen out," he
explained.

The trial bar dominates the se-

lection process for state supreme
court justices, whether the justices
are chosen by election or merit se-
lection, according to Mr. Willard.
Justices, thus, tend to snare the
viewpoints of the trial bar, he ex-
plained.

Mr. Willard said that while the

liability insurance crisis of the
mid-1980s may be over, problems
persist in the areas of env.ronmen-
tal impairment liability, directors
and officers liability and medical
malpractice insurance.

He said the insurance 2risis re-

minds him of the energy crisis of a
decade ago: After an initial period
of anger and frustration, people
became accustomed tc paying
higher prices for gasoline.

"Similarly, insurance is now
more readily available and prices

have stabilized, but at much higher
levels," Mr. Willard noted

Another similarity to the energy
crisis is that some people blame the
insurance crisis on -a conspiracy
of big business" and have called
for increased government regula-
tion, Mr. Willard pointed out.

The conspiracy theory is "pure
hogwash," he asserted. "As with
other competitive industries, the
best protection for consumers of
insurance is the free play of market
forces."

Neither repeal of the McCarran-
Ferguson Act nor increased fed-
eral regulation of the property/ca-
sualty insurance industry will ease
insurance affordability and avail-
ability problems, Mr. Willard said.

The increase in the size of jury
awards in tort cases has far out-

stripped the inflation rate, he said.
For example, citing a study by

the Rand Corp.'s Institute for Civil
Justice, Mr. Willard said the aver-

age medical malpractice award
made by Cook County, Ill., juries
during the early 1960s was
$52,000, adjusted for inflation. The
average award 25 years later was
$1.1 million-a 2,015% increase.

But Mr. Willard said that while

"we do hear of juries doing wild
and crazy things," juries are not
the major cause of increases in lia-
bility verdicts. Instead, the real
problem is "the movement toward
liability without fault," he said.

Mr. Willard traced the develop-
ment of no-fault liability to the
writings of Yale University Law
Professor Fleming James, who Mr.
Willard said saw personal injury
damage judgments as a form of so-
cial insurance. Losses should be

shifted from the plaintiffs to those

defendants able to spread them
broadly over society through in-
surance or by increasing the prices
of their products, Mr. James wrote
about 50 years ago.

A few years later, Mr. Willard
said, California Supreme Court
Chief Justice Roger Traynor wrote
in a decision involving an explod-
ing soft drink bottle: "The risk of
injury can be insured by the manu-
facturer and distributed among the
public as a cost of doing business."

Mr. Willard branded the James-

Traynor approach to tort lau' as
"demonstrably false." The eco-
nomic impact of such forms of
spreading risk is regressive, be-
cause "costs are passed on evenly
to all purchasers of a product or
service," regardless of their ability
to pay, he said.

In addition, he pointed oul that
less than half of damage awards
actually going to plaintiffs. ]n ad-
dition, he said, the fear cf ex-
cessive legal costs keeps important
goods and services off the market.

Because of this, the Reagan ad-
ministration supports tort reform
efforts, Mr. Willard explained.

After blasting Congress for not
acting on administration-backed
tort reforms, such as a uniform
federal product liability standard,
Mr. Willard praised state lawmak-
ers for passing a variety of tort law
changes during the past two years.

But Mr. Willard questioned the
effectiveness of new state laws,
often tied to tort reforms, that re-
quire insurers to provide regula-
tors with more detailed data.

"I never thought there was a
shortage of insurance data," Mr.
Willard said, declining to comment
on any specific state law. •

J
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New BC/BS program
backs healthy habits

Blue Cross & Blue Shield Assn. is

launching a new health manage-
ment program, dubbed "Health-
trac," that employers can adopt to
further control health care costs by
encouraging employees to adopt
healthy lifestyles.

Healthtrac is a comprehensive
health management program that
includes three elements: a health

risk assessment, a self-care compo-
nent and education reinforcement.

The program was developed by Dr.
James Fries, a professor at Stan-
ford University in Palo Alto, Calif.

"Traditional cost-containment

programs," like pre-certification,
second surgical opinions and case '
management, "may not be the final
answer to reducing the unaccept-
able rate of increase of health care

costs," said Larry Parcell, senior
vp of marketing at Blue Shield of
California, which administers the
Healthtrac program.

"Most illness today results from
health risks that individuals can

control. Taking action to reduce
these risks and improve health can
redirect illness, and this is where
Healthtrac has proven to be effec-
tive," Mr. Parcell says.

One of the keys to the Healthtrac
program is a health risk assess-
ment, which is repeated regularly.
The initial assessment points to
desirable lifestyle changes for an
individual, like seat belt use, more
exercise or quitting smoking.

Subsequent assessments measure
the individual's changing health
status and help to encourage
healthy lifestyles. Regular aggre-
gate health assessment reports
allow an employer to monitor its
entire workforce's health status.

The risk assessment component
utilizes an extensive data base and

can help determine savings and
losses resulting for a group's
changing health status.
For more information contact your
local BC/BS plan or John E. Reidel,
National Marketing Manager, BC/
BS, 676 N. St. Clair St., Chicago,
Ill. 60611.; 312-440-5571.

Benefits software
The Flexible Benefits Manager,"

a new software package for per-
sonal computers, is now available
from Western & Pacific Services

Corp. of Kansas City, Mo.
The cafeteria plan administra-

tion software package was deve-
loped by several members of the
Society of Professional Benefit Ad-
ministrators in cooperation with
benefit managers and certified
public accountants.

An employer version of the soft-
ware is available for rental at $200
per month and a third-party ad-
ministrator version is available at

a rate of 25 cents per employee/
enrollee per month, with a $300
per-month minimum.

Both versions require an initial
registration fee of $500, but the
number of registered users will be
limited, according to the company.

For a demonstration diskette,
send $25 to Ashley/Nichols Divi-
sion, Western and Pacific Services

Corp., 9229 Ward Parkway, Suite
320, Kansas City, Mo. 64114; 913-
642-5011.

Prescription benefits
Newly formed third-party ad-

ministrator GCP Inc. of Lewisburg,
Pa., has launched three new pre-
scription drug services.

RxPress is a reduced-cost mail-

order prescription drug service for
employees with health conditions
that require long-term medication.

RxAcute is a reduced-cost pre-
scription drug reimbursement plan
designed for use with acute medi-
cations purchased through local
pharmacies.

RxCard is a prescription card
plan.

With RxPress, employees who
require maintenance medication
for chronic conditions-such as

diabetes, high blood pressure and
arthritis-can purchase certain
drugs in large volume-up to a 90-
day supply-at reduced costs.

In addition, the program reduces
dispensing and administrative fees.

Continued on next page
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Looking. ...
Looking for top notch professionals... or your next job?

Find top-notch job offerings in risk management-employee benefits
-insurance brokerages and agencies-financial· management-
claims administration-safety engineering-insurance underwriting
-and more.

Or reach 136,500 top-notch, qualified professionals each week.
Advertise your openinOs in a clutter free, professional environment.

For ad rates contact Margaret Hikido, Business Insurance,
740 Rush Street, Chicago, Illinois 60611 ...or call (312)649-5340

The Professional Marketplace. Turn to page 42

Believing
is not seemg.

---

L today's complex health care market-
place, what you think you see can hurt a lot.

So if you're going to invest in Health Care
Cost Management, don't take anyone's word for it, make
sure you know what you're getting. There's no substitute
for meeting with staff and physicians, checking the power
of support systems, and the efficiency of service.

Only one company provides you with
100% case-by-case staff physician review, complete client
services, state-of-the-art support systems, and all of
the programs and features you need.

Thke a good, hard look, then come and see
us. If you haven't seen Cost Care, you haven't seen'Ibtal
Managed Care.

The harder you look, the better we look.

cosr came T..
Offices Nationwide

Call: Utilization Review

Ray Foose Hospital/Surgery/
Vice President, Marketing Outpatient
800-762-3029

Case Management
Medical/Psychiatric/
Substance Abuse/

High Risk Pregnancy
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Need the facts fast?

Order Bl's

Editorial Index now!

Uncover the issues. Track the trends. Follow the changes
and developments in risk management, employee benefits
and the commercial insurance industry.

· all news reports and feature articles published
· indexed alphabetically, chronologically and geographically
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· continuous access--3 quarterly reports plus a cumulative

annual edition
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/nsurance provides a wealth of news and information. Let
81's Editorial Index take you there in seconds.
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220 East 42nd Street, New York, NY 10017
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• HAZARDOUS WASTE STORAGE

AND TREATMENT FACILITY

LIABILITY INSURANCE

•ASBESTOS ABATEMENT LIABILITY

• PROFESSIONAL LIABILITY FOR

CONSULTANTS ENGAGED IN

ASBESTOS ABATEMENT

For details please contact:

AMINS, INC.
One Corporate Center
Hartford, Connecticut 06103

Frank Craemer

Cleveland Huggins
Al Charbonneau

Office Phone: (203) 560-1670

FAX Number: (203) 527-9729

Products & services

Continued from previous page
And, generic prescription drugs
are used whenever possible for fur-
ther savings.

Under the RxAcute program.
employees continue to purchase
acute care medications at their

local pharmacy and then submit
claims to GCP for a partial reim-
bursement. The amount of em-

ployee reimbursement is equal to
the average wholesale price of the
medication as determined in the

Drug Topics Redbook.

This program usually includes an
employee copayment or deductible
as determined by the employer.

Under the RxCard -program, an
employee and eligible dependents

can obtain prescription medication
at their local pharmacy after pres-
enting their cards, signing a claim
form and paying a deductible de-
termined by the employer.

For more information on any of
these prescription drug programs,
contact Robert L. Lyons, GCP Inc.,
P.O. Box 12, Lewisburg, Pa. 17837;
717-523-1146.

Pooling guide
"Pooling: An Introduction for

Public Agencies" provides a step-

by-step guide for establishing all
types of public entity pools.

.Pooling" contains detailed in-
formation on:

• Beginning the pool study pro-
cess with a sound business plan in-
cluding a reasonable timetable,
solid financial backing and a

healthy membership.
• Deciding among various pool

financing options including pure
self-insurance, structured self-in-
surance and limited self-insurance.

• Writing a request for pro-
posal, selecting a qualified consul-
tant and following through on con-
sultant recommendations.

The 144-page book, published by
the Public Risk & Insurance Man-

agement Assn. in cooperation with
PRIMA's Pooling Section, is avail-
able for $20 to PRIMA members
and $35 to non-members.

To order, contact PRIMA, 1120

G St. N.W., Suite 400, Washing-
ton, D.C. 20005; 202-626-4650.

Windshield repairs
Minneapolis-based Novus Inc.

has launched a monthlong national
campaign announcing its new

guarantee on windshield glass re-
pairs.

The company, which claims it
can reduce windshield replace-
ments by repairing small holes or

cracks in the glass, now guarantees
its service for as long as the car

owner retains ownership.
A Novus glass repair costs about

one-fifth the price of a windshield
replacement, and most insurers
waive the policyholder's deduct-
ible to encourage repair, according
to the company.

"We will refund a customer's

money if the repaired area does not
retain its optical clarity, fails to

pass inspection or cracks further,"
said Walt Haselhuhn, director of
insurance relations for Novus.

The Novus process cures under
ultraviolet light and permanently
repairs holes the size of a half-dol-
lar and cracks up to 6 inches long.

For more information about

Novus, contact Mr. Haselhuhn at

Novus Inc., 10425 Hampshire Ave.
S., Minneapolis, Minn. 55438.

E&S directory
"Crittenden Excess & Surplus

Directory" is intended to help risk
managers locate the specialty cov-
erages they need, its publisher
says.

The directory, published by Crit-
tenden Newsletters Inc. of Novato,
Calif., lists more than 150 excess

and surplus lines insurance com-
panies and the lines of coverage
they write, plus more than 30 med-
ical malpractice insurers.

The directory also lists syndi-
cates on the Illinois Insurance Ex-

change and the New York Insur-
ance Exchange, as well as more
than 25 Lloyd's of London un-
derwriters and their U.S. affili-

ates.

The directory, available for $287,
comes in a loose-leaf binder format

that is updated every eight weeks.
Those who order the Excess &

Surplus Directory also receive a

subscription to the weekly Critten-
den Excess & Surplus Insider,
which reports on news in the ex-
cess/surplus lines industry.

For more information, contact

Crittenden Newsletters Inc., P.O.
Box 1150, Novato, Calif. 94948;
415-382-2440 or 800-247-7119

outside California. I
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nsurerTopics A special editorial section
sent exclusively
to insurers and reinsurers

Customer service

USTOMER SERVICE

Insurance companies striving to ensure clients' satisfaction
By MARK A. HOFMANN

Insurers agree that keeping the customer satisfied
is a priority.

However, they disagree how to best accomplish this
mission. Virtually every insurer has its own system to
ensure that employees serve their clients both
promptly and courteously.

To some insurers, improving customer service fo-
cuses on the basics, which may include answering the
telephone promptly and spelling policyholders' names
correctly-the first time. Others are taking a wider
view of customer service, attempting to improve effi-
ciency in areas like claims handling and underwriting.

But, some insurers point out that customer service
efforts are stymied by the fact that no two customers
are exactly alike. In fact, the definition of a customer
itself differs from insurer to insurer, with some com-
panies considering their agents their real customers
rather than policyholders.

Insurers do agree that no matter what an insurer
does in the field of customer service, the most impor-
tant facet of satisfying a customer is his or her percep-
tion of the service offered, not necessarily the service

itself.

"If the customer thinks it's great, it's great," says
Thomas Swope, marketing director of the "Service
Excellence" project, the customer service effort at The
St. Paul Cos. Inc. in St. Paul, Minn. "If he thinks

it's lousy, it's lousy."
William H. Boornazian, senior vp at Aetna Casualty

& Surety Co. national accounts division in Hartford,
Conn., which handles large commercial accounts, says
the focus of its customer service efforts is on the poli-
cyholder.

"It's our responsibility to assist the customer in
identifying all the critical success matters that help
them achieve their risk management goals and provide
them with the resources to achieve those goals, he ex-
plains.

Mr. Boornazian says that Aetna relies on 13 field
teams in the company's five national regions to "pro-
vide hands-on contact with the customer to make sure

his everyday needs are met." Each member of the
field team has a speciality, such as loss control or un-
derwriting, but all members are cross-trained in other
disciplines.

The field teams, he explains, both produce new busi-

ness through Aetna's agents and brokers and service
existing business.

Mr. Boornazian adds that Aetna provides tailor-
made underwriting, claims and engineering programs
for its national accounts customers. He admits that

doing so is not always easy, but adds that such indi-
vidualized service stems from the mission statement
issued to the national accounts division when it was

founded 15 years ago. The division was charged with
offering "quality and market-responsive insurance
product services" to its clients.

According to Mr. Boornazian, customers appear sa-
tisfied with the program. He adds that the program's
success is reflected in requests from non-insurance
customers who want Aetna's claims and loss control

services to support self-insurance programs.
Zurich-American Insurance Group of Schaumburg,

Ill., reorganized commercial lines business on an ac-
count basis in 1984 and 1985 in an effort to bolster its

customer service, says Joseph T. Basta, senior vp and
general manager of standard lines.

Before the change, explains Mr. Basta, accounts
were divided up by underwriting discipline and sent to

Continued on nezt page
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Customer service used computerization to further this goal of its time, the execution was flawed

A substantial portion of each claim file is stored in a com- For example, participating policyholdeis often lacked suf-
Contznued from previous page puter, he explains The policyholder can contact either the ficient time to devote to the pioject In addition, pioviding a
different departments for processing The result, he says, was company or any branch office to find out the status of a balance of interests on the council proved to be extremely
sometimes chaotic, with customers receiving bills at different claim difficult, he says, pointing out that Nationwide disbanded
times for various portions of the coverage "With this system," Mr Snook says, "the claim file's al- the committee in 1965 because of these problems

Zunch-American now uses about 40 territorial teams ways accessible " Howevet, Mr Soden says Nationwide could revive the

working fiom its field offices to deal with a selected number Company personnel have to be accessible as well, he says group in a different foi m as the company reviews its curient
of agents and brokers The team takes care of a producer's On new accounts, the Kemper representatives generally customer service operations Any new board, he said, proba-
total commercial book of business check back with the policyholder two or three months after bly would rotate ltS membership annually to allow the ex-

"The account goes to one team and stays there," Mr Basta the policy has been issued to answer questions and to iron out pression of a wide range of views
says any problems that might have arisen No matter how long Unlike Nationwide, American Reliance Gioup-a regional

To cut down on home office customer service problems, the Kemper has had an account, Mr Snook says that at least one insurer in Lawrenceville, NJ, with more than 60% of its
company simultaneously conducted a project called "Stan- annual meeting between policyholder and insurer takes place premium in commercial business-maintains virtually no di-
dardization, Teri itorial Efficiency and Processing Systems" to monitor performance rect contact with its policyholders
-or STEPS-to find out where the insurer faced work flow Like Mr Snook, Glenn W Soden, customer relations offi- "We communicate exclusively through our agents," er-

problems A team of employees from both the company's cer for all the Nationwide Mutual Insurance Cos based in plains Robert Gage, vp of marketing for the company, which
data processing and business divisions reviewed operations Columbus, Ohio, stresses the importance of encouraging di- writes most of its business in the Mid-Atlantic states
and found bottlenecks rect communication between policyholders and insurer Mr Gage says the 300 or so Independent agents who repre-

The problems occuired because departments were not fol- "To keep customers, you have to show customer service It sent American Reliance are the company's customer service
lowing uniform work processing procedures, Mr Basta says helps us retain customers and that's why it's necessary to representatives He adds that one of the few times a policy-
Because different units needed different pieces of 1nforma- follow up on customer complaints," he observes holder might deal diiectly with the company is when the
tion, carrying out a particular customei service task might Mr Soden sees customer complaints themselves as one of customer is dissatisfied with an individual agent's perfor-
take as many as 47 steps The inevitable redundancy of effort, the most important facets of a successful customer service mance but pleased with the policy
he says, led to bottlenecks and customer dissatisfaction program "It's not necessarily bad for a company to have a lot In that case, the policyholder may contact the company to

The STEPS program, Mr Basta says, proved a success By of complaints," he says "It may be to a company's advantage request the name of another agency representing the com-
breaking down work flow, the number of steps required to do to encourage policyholders to report problems " Insurers pany, he says -Of course, such a situation happens very, vmy
a job was cut to nine and the amount of paper flowing have to hear from unhappy customers in order to improve rarely," Mr Gage observes
through the office has been cut as well services, he maintains On the other hand, actively soliciting customer input is one

"We do not have a paper blizzard today," he says with a Mr Soden estimates that about 90% of any insurer's un- of the chief techniques Hartford, Conn -based Travelers Cos
note of pride happy customers never speak up Instead, they move their uses to gauge the effectiveness of its seivice efforts Walter

Mr Basta thinks one of the major customer service con- business elsewhere when they become sufficiently dissatis- Shey, vp in the Agency Mai keting Gioup, says his company
cerns facing all insurers will be maintaining experienced un- fied views its customers as not only its agents and policyhold-
derwriting services He notes that training budgets at some Claims handling is the most common cause of customer ers, but beneficiaries of the Travelers policies as well
insurers were a prime casualty of the soft market of the early dissatisfaction at Nationwide, according to Mr Soden Com- An internal company committee that has been reviewing

19805 and that underwriters who began working during the plaints about claims comprise roughly half of the complaints Travelers' customer service activities since this summer is
soft market lack experience in dealing with hard market the company receives, he says examining how policyholders of every type can best be

realities (Insurer Topics, Nov 25,1985) The nature of complaints has not changed much over the served, he says
"Good, sound, consistent underwriting" will take time to years, either, he says "Even though we've had our ups and The companywide review stems from a mission statement

build, he says downs, the percentage of complaints concerning a particular by Travelers Chairman Edward H Budd, who called upon
Building a good relationship between a commercial lines area of service stay pretty standard " Traveleis employees to "execute throughout the Travelers a

customer and Kemper Group begins even before a pollcy ls Nationwide emphasizes educating its employees to be more level of service that is competitively superior in meeting
sought, says Frank Snook, a special risks underwriting offi- sensitive to policyholder concerns, Mr Soden says He cites a our customers' expectations as we strive to be a profitable
cer at the Long Grove, Ill-based insurer The special risks three-week school at the insurer's Columbus headquarters leader in our various businesses "
department handles large commercial accounts with a mini- that new claims ad]usters must attend as an example of how Travelers surveys various classes of policyholders periodi-
mum premium of $1 million the company 1nstll-ls employee awareness cally in an effort to improve customer service, Mr Shey says,

"What we sell is good service," Mr Snook says, noting that Mr Soden notes that Nationwide established, to the best of adding that surveys have involved as many as 10,000 policy-
a combination of thoroughness and accessibility at each step his knowledge, the insurance industry's first official cus- holders at a time
of the policy process 15 of major concern to its corporate tomer relations office in 1965 Founded by John T Doulin, One of the most valuable things to emerge from the survey
custorners who stepped down as the insurer'S customer relations chief a program is evidence that insurers and their customers place

Mr Snook says many risk managers want a close involve- few weeks ago, the office serves to enhance policyholdeis' different values on different types of service
ment with the insurer even before they decide where to buy access to the company's management Insurers often think the most impoi tant aspect of customer

coverage from an insurer and that many risk managers re- However, Mr Soden points out that another of the com- service is producing new policies and endorsements on a
quest that an underwriting executive, a loss control coordi- pany's customer service innovations did not prove to be quite timely basis, Mr Shey says But, according to some surveys,
nator and a claims control coordinator be present when the so successful customers said they feel that having access to home office

agent or broker handling the account makes the initial pre- Nationwide launched a national Advisory Committee of personnel to answer complaints and questions is the most
sentation Policyholders in 1952 to encourage comments on service and crucial aspect of customer service, he says

When the account lS obtained, Mr Snook says, the cus- products Policyholders would meet with company represen- MI Shey considers errors in policies and endorsements to

tomer is assigned an individual claims coordinator and gen- tatives in their own communities and make recommenda- be one of the biggest customer service headaches "Correct-
erally a specific underwriting executive In addition, a loss tions on improving services The process continued with the ing an erroI costs the company three or four times as much as
control coordinator meets with the policyholder's risk man- election of delegates to district and regional conferences doing it right the first time," he says, adding that policy

agement team to devise a loss-control program that comple- Once a year, Nationwide paid for regional delegates to issuance error rates have hit 10% or 15% for some types of
ments, rather than replaces, the policyholder's existing strat- travel and stay in Columbus to discuss their concerns with coverage
egy company managers and members of its board of directors Meeting customers' demand for service requiles better

Mr Snook says a key part o f maintaining good customer But, Mr Soden says that while the concept of a policy- tlaining of personnel, Mr Shey says "Training tends to be a
service involves accessibility to information Kemper has holder advisory board was worthwhile, perhaps even ahead Continued on page 360

Fireman's Fund emphasizes accuracy
By MARK A. HOFMANN special obligation It will go where the cus- sor, it can become mangled even further delays must be explained All telephone in-

tomer finds the best service We're seeking To impress employees with the impor- quiries and messages must be returned the
The insurance Industry has not done a a 0% error rate We want to be second to tance of accuracy, Fireman's Fund stresses same day they are received, even if the em-

particularly good ]ob of meeting customer none," he said that every mistake means a lob that has to ployee cannot answer the caller's inquiry
needs, one insurance company executive The program was devised after the com- be redone And, every job that is redone immediately
says pany tracked quality standards for about a costs money The program also mandates that all writ-

"Basically, this industry has a poor rec- year, he explained The thrust of the cam- Because Fireman's Fund employees par- ten communications, no matter how infor-
ord in accuracy We make too many mis- paign is based on an Aristotle aphorism ticipate in an employee stock ownership mal, should be double-checked for spelling
takes," said Edward T Laugle, senior vp "We are what we repeatedly do," the Greek plan, the company emphasizes that any of the customer's name and for the accu-
and senior marketing official of Fireman's philosopher wrote "Excellence, then, is not money it loses is money its employees lose racy of his or her address
Fund Insurance Cos in Novato, Calif an act but a habit " as well "We constantly talk about owner- If the employee is not certain of the ad-

Mr Laugle pointed out that Tom Peters, The program is aimed at developing a ship," Mr Laugle noted "Sloppy work will dress, he or she must contact the agent for
co-author of "In Search of Excellence" and habit of accuracy, which will be sought by cost us money " the information

other books on business practice, does not double-checking policies, quotes, corre- Ownership entails individual responsibil- Mr Laugle emphasizes that the guide-
cite any insurers as paragons of corporate spondence, endorsements, invoices or any Ity, he said "We say 'It's up to you to be lines set out in the program are not win-
excellence "I'd like to see that change," he other form of communication with the cus- your own customer service representative dow-dressing
said tomer the correspondence is sent out The You have to do it right the first time Employees who do not follow the rules

To make the lists of the best corporations program also is aimed at making sure the And, doing it right means more than Just will be disciplined, he said Repeated fail-
as compiled by Mr Peters, insurance com- correspondence is sent out on time checking spelling ure to abide by the standards could result

panies will have to change some of the ways Getting things right on the first try iS An eight-page employee handbook lists in termination.
they do business, according to Mr Laugle particularly critical when policies are is- several procedures, both philosophical and Mr Laugle claims that the program has

To cut mistakes and instill a greater sense sued, Mr Laugle said practical, for Fireman's Fund employees to cut down errors, although he could not
of individual responsibility for customer "Everybody has heard horror stories follow in the course of their duties Two of quantify the effort's precise impact
service in its employees, Fireman's Fund about a policy that's been returned seven or the basic guidelines include treating each However, despite the initial signs of im-
about four months ago launched a cus- eight times because it contained errors," he policyholder or agent as if that person were provement in the quality of customer ser-
tomer service program called "Excellence observed, pointing out that one of the most the company's only customer, and com- vice, the program has a long way to go, he
It's Your Policy " According to Mr Laugle, common errors is misspelling the policy- municating pride in one's work says "We still have trouble getting things
the program has been well-received by em- holder's name More specific guidelines spell out such out on time, but that has to do with vol-
ployees Mr Laugle says the Industry's paper-in- matters as required telephone etiquette ume Our aim is to achieve both accuracy

Mr Laugle says policyholders and agents tensive nature breeds inaccuracy Informa- For example, employees should answer and speed
would probably rank the insurer's degree of tion transferred from one person to another the telephone within three rings When an- "We'll complain about manufacturing
customer service as about average within via handwritten notes can lose something swering, they are to first give their name defects, but we'll come to work and give
the industry, though he calls that level of in translation, he explained And, when and then ask how they can help the caller less than we'd be willing to accept Doing
response to customer needs unacceptable handwritten information is transferred to a In addition, callers are never to be put on things right the first time doesn't cost any-

"Business doesn't come to us out of any typewritten format or into a word proces- hold for more than one minute, and all thing," he said
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Insurer topics

1Customer service
Contznued from page 368
second-class citizen in most companies," he says, noting Better customer service

- that training budgets tend to be slashed when budgets
constrict "We cannot afford to cut training "

Mi Shey says that Travelers is approaching its em-
ployee training progiam through a variety of methods For
example, employees attend workshops on general customer is goal of organization
seivice training and wiitten and oral communicationss

One of the most effective training techniques are em-
ployee quality citcles, whele problems are discussed and By MARK A. HOFMANN age, the ICAE's attention focused on commercial lines cus-
better means of meeting customer desires suggested, he tonners

says Customer relations receive top billing when a group of Mr Umland says the exchange happened to hold ltS 1985
In addition, field representatives come to company head- insurance company employees gathers twice a year in an fall meeting in Denver just days aftei the state of Colo-

quartets to discuss products and services with Hartford- effort to improve relationships between policyholders and rado's commercial liability insurance had not been zen-
based personnel Mi Shey also says the company relies on insurers ewed State employees attending the Denver conference
industrial engineei ing techniques to analyze how work is The Insuiance Consumer Affairs Exchange, which was voiced the11 dissatisfaction with the insurei that had been
done and to make changes where necessary founded in 1976 by about 10 insurance company profes- pi oviding the coverage, he 1 ecalls "We found vei y bad

But, MI Shey stresses that tiaining alone is no panacea sionals involved in customer affairs, has four majoi goals reactions "

for customer service problems The employees who deal • Improving products and services to customers But the meeting did not degeneiate into a shouting
with customei service must be empoweied to make deci- 0 Educating its members about consumer affaiis match, Mr Umland says Insurers used the occasion to ex-

sions dealing with customer complaints • Providing a forum for the discussion of insurer/con- plain why the coverage had not been renewed and how
"You can't afford to have bureaucracy if you're going to sumer issues trends in tort law affected the availability of liability in-

deliver quality service," he says • Helping insurance industry employees do their jobs surance The state employees left the meeting with a better
Mr Shey says his own department underwent what he better undeistanding of insurer perspectives, he says

calls "pyiamid flattening" about two years ago As he de- The gioup's goals have not changed ovei the past 11 The gradual improvement in the availability of commer-
scilbes it, there are now only five layers of interaction years, even though membeiship has climbed to more than cial liability insurance has caused new consumer issues to
between a customer and Mi Budd, the company's chair- 100, says Wayne R Umland, ICAE president and assistant come to the fore, Mr Umland notes While tort reform con-
man Before the reorganization, there could be as many as vp of staff support services for Colonial Penn Group in tinues to demand attention, matters being discussed by
nine layers Philadelphia the ICAE now tend to center aiound health insurance

The St Paul Cos Inc does not have a formal program However, insurance consumers have become more so- 1SSUeS
for enhancing customet seivice, says Maketing Director phisticated, he says The spread of AIDS and its impact on insuiers is one of
Thomas Swope Consumers used to be more satisfied with simply accept- the most common topics of concern among ICAE membeis,

"We consider it an 'effort,1 not a program Weke going ing what their agents offered them, Mr Umland says Mr Umland says, adding that the spread of acquized
to employees and asking them what they need to serve "Consumer awareness and consumer knowledge has immune deficiency syndrome has iaised new privacy ques-
customers," he explains changed, which makes our job more interesting " tions for insurers

St Paul defines the term 'customer" bioadly, Mr Swope The ICAE acts as a clearinghouse of Information for ltS Insurance company personnel have to deal with the im-
says Customers include agents, policyholders, beneficiaries members Individual insurer employees and insurance pact of not always having adequate medical information on
and third-party claimants "There's nobody who isn't a cus- companies are eligible for membership The group attempts health insurance applications, Mr Umland says, since
tomer at some point " to give insurers, state regulators and consumer 1 epresenta- some jurisdictions will not allow insurers to test applicants

Although much of the insurer's attempts to enhance cus- tives a forum in which they can talk about matters of mu- for the presence of antibodies that can signify exposuie to
tomer service revolves alound employee feedback, Mr tual concern the AIDS virus

Swope notes that St Paul periodically surveys its agents Mr Umland stresses that the exchange of information is In the District of Columbia, for example, the anti-testing
and policyholders on claims and general policy design He fairly informal, occurring mainly at the group's two annual law caused insurers to cease writing individual health in-
says the design of a survey is left up to the department meetings All facets of customer service are discussed, surance coverage, he says
that issues it whether they involve personal lines, commercial lines, life Mr Umland says that controversies like AIDS testing

In another effort to generate new ideas on customer ser- insurance or any other type of coverage and the availability of commercial liability insurance as-
vice, St Paul earlier this year brought groups of its em- Specifics discussed by the group range from techniques, sure that there will be friction among the three groups
ployees from all over the nation to the insurer's St Paul such as strategies for measuring customer satisfaction, to associated with ICAE insurers, consumers and state i egu-
headquarters to discuss customer service questions Mr broader philosophical questions, such as attempting to de- lators But, he adds, the friction does not have to be acri-
Swope says that about 300 of ltS employees participated m termine what consumers expect from their insurers monious

the one-day programs, which were held over a period of "We don't have anything aimed at any one type of Pointing out that the executive director of the Consumer
several months buyer," Mr Umland says Fedel ation of America ddressed a recent ICAE meeting in

The visiting employees did most of the talking, Mr Swope Instead, the group attempts to respond to whatever de- Boston, Mr Umland says, "For the first time, two notorious
says, while home office managers listened to their Ideas velopments happen to be dominating the insurance indus- enemies are sitting down together " And, increased contact
The ideas brought up tended to be like those that routinely try at a given time For example, when the hardening com- among insurers, consumers and regulators will lead to
arise, Mr Swope says mercial property/casualty market of the mid-1980s led closer working relationships and ultimately better service

"Most are common-sense, meat and potatoes kind of insurers to refuse to renew to wnte certain types of cover- for all insurance customers, he says
stuff-nothing earth-shattering," he says .

Insurer outside directors hard to ftnd: Study
By JAMES M. BURCKE Ninety percent of the insurers surveyed mori information on the impact of their com- outside director of an insurer devoted an es-

compensate outside directors both on an an- panies' strategic plans timated 134 hours annually to board-related
Most insurance companies st 111 report nual and a per-meeting basis Eight percent According to the survey, 90% of the insur- business m 1986, up from 129 hours ln 1985

problems finding qualified outside directors pay their outside directors only an annual ers currently have directors and officers lia- and higher than the 114 hours reported by
to serve on their boards, a recent survey fee, while one company-representing 2% of bility insurance, although 6% of the respon- all respondents to the survey
says the surveyed insurers-Eays only a per-meet- dents said they had been denied coverage Based on the compensation data reported

Sixty-five percent of the insurers surveyed ing fee within the last year in the survey, insurers' outside directors

by Korn/Ferry International, a New York- The average annual compensation for in- Seventy-five percent of the insurels whose earned an average hourly rate of $141 in
based management search firm, said they surance company outside directors in 1986 D&O policies renewed last year reported a 1986, up from the $136 average reported in
have a hard time attracting qualified outside for board activities was $18,863, the survey premium increase, compared with 71% in 1985 With the addition of committee fees,
directors, though 60% of the insurers sur- reports, up 7 9% from $17,490 in 1985 The 1985 The average D&O premium increase the average hourly compensation for insurer
veyed believe that increased compensation 1986 average compensation is based on an for insurers was 670% last year, compared outside directors was $182 last year, com-
for outside directors lS the key to finding average annual director's fee of $13,488 and with 431% during 1985 pared with $208 for all outside directors
qualified Individuals an average per-meeting fee of $780 Forty-six percent of the insureis said theii Publicly held insurers have an average of

Korn/Feny surveyed 51 insurers as part of The average compensation paid to insur- D&0 limits were cut last year, up from 39% 15 board members, down from an average of
a larger survey of trends at boards of diree- ance company outside directors iS 8% less in 1985 16 reported in 1985 However, this lS Stlll

tors among the nation's largest businesses A than the average annual compensation of Some 23% of the insurers responding said two members more than the average of 13 for
total of 532 companies-including industrial $20,462 paid by all companies responding to they are considering self-insuring their D&O all responding companies, but two members
and service companies, banks, other finan- the survey risks, the same percentage as last year And, less than banks and financial institutions,
cial institutions and retailers-responded to Twelve percent of the insurance companies 50% said they had been approached to join which have an average of 18 board members
the study surveyed paid their outside directors more some type of alternative risk financing facil- Insurance company boards average three

While insurers say lt iS Stlll tough to find than $25,000 annually, while only 9% paid ity offering D&O coverage inside and 12 outside directols, one fewer

good outside directors, insurers aie more their outside directors less than $11,000 per All of the insurance company boaids sur- outside director than was reported in 1985

likely to have women represented on their year veyed have formed an audit committee, while The average corporate board, according to
boards than any other type of company sur- When fees for committee meetings are in- 90% have an executive committee and 73% the survey, consists of three inside and 10
veyed cluded, the average annual compensation for have a compensation/personnel committee outside directors

Sixty-three percent of the insurers re- an insurer's outside director lumps to $24,406 Among the other committees established by The most important issue considered by

sponding to the study had women directors, m 1986, compared with average total compen- some insurer boards are finance committees, the boards at 56% of the insurance com-
compared with an average of 43% at all sation of $23,676 at all the companies in- formed by 71%, nominating committees, pantes surveyed are financial results Other
companies surveyed Six years ago, only 54% cluded in the survey formed by 52%, public affairs committees, 1SSUeS considered important include strate-

of the insurance company boards surveyed Interestingly, insurers are less likely than formed by 17%, and corpotate ethics commit- gic planning, ranked as most important by
contained women members other types of companies to seek shareholder tees, formed by 13% 23% of the insurers surveyed, management

The primary source of outside women directors approval for bylaw changes that would take Eighty-three percent of the insurers offer succession, ranked as most important by
is academia, the survey shows One-thlrd of the advantage of new state laws allowing cor- outside directors additional compensation for 13%, industry competition, ranked as most
women members of Insurance company boards porations to limit their directors' liability (BI, serving on a board committee important by another 13% of the respon-

last year were academics April 13) Insurer finance committees met most often, dents, and day-to-day operations, ranked as
Insurers are about as likely as other com- Only 23% of the insuiers surveyed are ask- averaging 12 meetings in the preceding 12 most important by 4%

panies to include minority representatives on 1ng shareholders to approve such a measure, months Executive committees were the next
their boards Twenty-nine percent of the sur- while 34% of all the companies surveyed by most likely to meet, averaging six meetings in For a free copy of the "1987 Annual Board of

veyed insurers contained minority members in Korn/Ferry are considering such step the preceding 12 months Dtrectors Study Of Insurance Companies,"
1986, virtually unchanged from six years ago, In the wake of the upsurge in shareholder Insurance company boards of directors av- contact Korn/Ferry International, Board
and just slightly under the average of 30% of suits, 77% of the insurers responding to the erage seven regular meetings per year, one Services Division, 237 Park Ave, New York,

all companies surveyed survey said their directors are probing for less than the average for all respondents An NY10017, 212-687-1834
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Data base facilitates

sharing of loss info
ATLANTA-Equifax Services

Inc. has created a new claims his-

tory data base, the Comprehensive

Loss Underwriting Exchange, that
allows insurers to share loss in-

formation on prospective policy-
holders.

Phase I of the CLUE project, to

be launched soon, will involve pri-
vate passenger auto claims of 27
insurance companies, representing
about 35% of the U.S. market and,
in some states, up to 50%. The in-
surers will initially provide three-
to-five year claims experience,

which will be updated monthly.
Phase II should become opera-

tional in 1988 and will involve the

addition of homeowners and com-

mercial auto claims. Phase III, to
become operational in 1989, will
include commercial property
claims data.

"While this information often

exists in the files of previous insur-
ers, attempting to access this in-
formation was difficult, time-con-

suming and expensive," explains
Stan Hopp, assistant vp-new prod-
uct development at Equifax. "With
the introduction of CLUE, how-
ever, insurance companies can eas-
ily obtain loss information from
one source and readily identify
questionable risks."

A prototype of the CLUE system
was tested in Illinois because of the

state's population density and lack

of accident reporting information
on motor vehicle records.

The test revealed that an over-

whelming majority of new appli-
cants that matched up with previ-
ous claims in the data base had not

admitted prior accidents or did not
accurately recall details such as
the amount or type of loss.

In Phase I of CLUE, the data
base is searched for all current and

former addresses, all driver names,
dates of birth, drivers license num-

bers, previous insurers, policy
numbers and vehicle identification

numbers.

For more information on Equi-

fax's Comprehensive Loss Under-
writing Exchange contact CLUE's
Customer Service Center at 404-

320-8514.

Financial software

DETROIT-The Tillinghast divi-
sion of Towers, Perrin, Forster &

Crosby has developed a new soft-
ware product that performs finan-
cial planning models for property/
casualty insurers.

INVISION provides income
statements, cash-flow exhibits,

balance sheets, GAAP statements,
ratio tests, Schedule P-type exhi-
bits, NAIC profitability tests and
federal tax calculations.

In light of the Tax Reform Act of
1986, strategic planning for maxi-
mum profitability has become
more complex, according to Til-
linghast. As a result, INVISION
will allow insurers to coordinate

their investment, underwriting and
reinsurance programs.

Steve Lowe, a consultant in Til-

linghast's Simsbury, Conn., office
and a primary architect of INVI-
SION, says the software will help
answer such questions as:

• Should I use my own payment

patterns or industry patterns in the
tax discounting calculation?

• Is my current mix of taxables

and tax-free bonds appropriate?
• Will my current financial

strategy trigger the alternative
minimum tax?

• Will my projected growth for
1987 cause my financial ratios to
exceed accepted norms?

INVISION is priced at $8,500,
and includes two days of training
by a Tillinghast consultant. In ad-
dition, the Extended Software and

Support Plan offers more than 24
hours of technical support assis-
tance for approximately $1,200 per
year. ESSP participants also re-
ceive all new software enhance-

ments at no extra cost and will

share in future enhancements.

For more information on INVI-

SION, contact Mark E. Dorn, Unit
Manager, Tillinghast, 200 Renais-
sance Center, Suite 2700, Detroit,
Mich. 48243; 313-567-6616. m
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We wrote the book on automotive valuation.

Now, we've -
computerized it!

V

NADA Valu Guide
8400 Westpark Drive
Mclean, VA 22102
703-821-7074

Introducing a digging tool
designed to save the insurance

industry millions.
Ifyou insure construction companies, you need our

help. And we need yours.
We need your help to introduce a symbol designed

to stop your clients from accidentally breaking our fiber
optic cable. A break you may be liable for. And one that
can be astronomically expensive to repair.

Because fiber optic cable is not ordinary phone
cable. It's the key to America's future communications
network And it can carry thousands of times as many
calls. Including emergency calls. Calls no one can

afford to cut off. Even if their insurance companies can
afford the repair bill.

So tell your construction companies they can keep
their rates down if they keep an eye out for this sign. And
call before they dig. It's the least you can do to help us
help you. For more information call 1-800-521-0579.

US Sprint ™
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CLEAR OR CONFUSING?
State of life reinsurance market varies with the observer

By Charles A. Wittenberg

HE LIFE REINSURANCE picture:Is it clear or confusing?
Originally, or as recently as 1960,

the picture was very clear. As on the
direct side, there were about three

layers of reinsurers. One was

dominant, there was a secondary
company, four or five companies vied
for the third spot and the remainder
were further down the line in terms of

their new business and their in-force

business, as well as their impact on the
marketplace.

Most companies used the same set of
yearly renewable term rates. There
was YRT for non-refund or non-par,
and there was YRT for refund or par
rates. In addition, from time to time,
coinsurance would be used as a

specific marketing tool to reflect a
rating basis more competitive than the
standard YRT rates.

Reinsurance companies competed on
the basis of service, and especially in

the '5Os and '6Os, service to the newly
emerging life insurance company. As
you will recall, many of those
companies were headed by

agency-oriented operations, and these
groups welcomed the help in the way
of experienced administration
systems, forms, training and other

things that major life reinsurers
provided at that time. A fair amount

of wining and dining completed the
reinsurance sales strategy.

At that point in time, the typical
direct company would have one or two
reinsurers, some as many as three. If
they went on the basis of experience

refund, planning on their mortality
experience being better than the
average company, they probably split
the alphabet between two companies,
so that one claim wouldn't reduce

their entire experience refund. At that
point in time, I knew of one company
that had its alphabet split four ways.

The rate structure then was an

attained-age rate structure-one
column based on the attained age. As a
concession to and recognition of the

high first-year costs, a special
first-year column was added to those

rates and "scientifically" calculated as
50% of the renewal rate.

Back in those days, when you made
an agreement with a company and a
company made an agreement with a

reinsurer, everybody pretty much sat

back and let the reinsurance process
roll. The reinsurance premiums early

on in that period were extremely
profitable. Thus, reinsurance was a

measurable cost to the direct-writing
and ceding company.

When we entered the period of
product development to encourage our

agents to write more business for us,
the reinsurers responded with more
and more calculations or modified

coinsurance, depending on the relative
tax basis and financial strengths of the

reinsurer and the ceding company.
Innovation and creativity on the part

of the direct-writing product

developers-and on the part of the

reinsurers-tended to make the

reinsurance picture somewhat less

clear and somewhat more confusing.

But, all in all, compared with today or
yesterday, it was much simpler.

Coinsurance began to be used as a
tool of the direct writer, particularly
those with exceptionally rapid growth
in new business sales, to reduce the

first-year strain of writing
ever-increasing amounts of new
business.

As term rates became cheaper in the

direct marketplace and administrative
and issue costs rose in proportion to
the total premium collected, it became
more and more important to the
rapidly growing direct writer to get a
more significant amount of relief from

the first-year strain. Coinsurance
rates, at one time limited to 100%

minus the first-year reserve, found
themselves breaking the 100% barrier
and moving ever upward as
competitive pressures from both the
client and the reinsurer had more of

passing on to its insured clientele.
While this was going on, there was a

drive for market share and market

dominance in the life reinsurance

arena. Consider the combination of

additional income caused hy the
ability to locate disjoints in the federal
income tax phases, the drive on the
direct side with low-priced term
highlighted by both modified premium
whole life and its tax advantages and

the marketing sizzle of the revertible

or re-entry term pushing first-year
prices even lower. (Remember our
comments earlier about the effect on

the rapid-growing direct company
with lower and lower first-year
premiums. These are expenses.)

Suddenly, we found in the

marketplace the opportunity to share
in profits formerly accruing to the life
reinsurer and produce an asset share
that showed greater profits after
reinsurance than before.

This caused a number of companies
to reduce rates even further and

The supercharged activity of the reinsurers eventually caught
up with the reinsurance industry. Deferred acquisition

numbers were not being supported by ever-increasing term

lapse rates. Traditional lapse expectations became

a parody in light of the emerging experience.

an effect.

Reinsurance began to get more
notices in the trade press. People
investigated the phenomenon of how
the total business written in the

industry was inflated. Some
companies passed a piece of
reinsurance from Company A in their

group to Company B, Company B kept
a small retention and passed it to
Company C in their group, Company C
kept a small retention and passed it to
Company D, so that the A, B, C and D
insurance groups showed perhaps
three times the total amount of

insurance in force and written than if

reinsurance were discounted.

While term rates were becoming
lower, the direct product area was

moving into an era of tax-generated
sales. Products to fit these special tax

situations emerged, flourished, had
tax "corrections" and then died. Split
dollar, minimum deposit, Section

79-these are only a few of the names
that we now find in a glossary of
insurance terms rather than in the

current rate book.

During these times, reinsurance
companies also discovered some
differences based on taxes. When a

client and a reinsurer had a different

tax phase, moving premium and
income from one to the other could

cause a reduction in taxes for one

company without a significant

increase in taxes to the other. To put it
simply, tax savings were generated
and split between the direct-writing
company and the reinsurer. Thus, the

direct-writing company began to

experience some of the same
tax-related product benefits as it was

reduce their retention, causing a rapid
but artificial growth in the size of the
new paid life reinsurance marketplace
and more confusion.

The reinsurance marketplace
responded like a proud race horse

under the whip. Volumes grew so
rapidly that even players in the second
fire of the top 10 found themselves

coveting a move upward in market
share. Old in-force numbers were

sometimes doubled in a year or two
with the astronomical growth of new
paid volume.

Premiums, however, received no
such accommodation. Premiums after

allowances even shrunk in some

si:uations. The size of the net deferred

asset on a generally accepted
accounting principle basis grew

rapidly as portions of tomorrow's
premium emerged as today's GAAP
income.

Inflation, meanwhile, caused

expenses for the reinsurer to grow at
an increasing rate and, for some
reinsurers, pressure was put on the

statutory statement to slow down the

outflow of funds and the annual dip in
surplus.

Unfortunately for both the direct
marketplace and the reinsurance
community, the supercharged activity

05 the reinsurers eventually caught up
with the reinsurance industry.

Deferred acquisition numbers were
nit being supported by

ever-increasing term lapse rates.
Traditional lapse expectations became
a parody in light of the emerging
experience.

First one at a time, then in

increasing numbers, members of the

reinsurance community took note of
the deterioration of the profitability of
their product line. For those
companies in multiple-line
distribution of products, a cycle
emerged in an industry that was
formerly non-cyclical. At those
companies where life reinsurance was
100% of the product, the deterioration
was felt even more noticeably.

Reinsurers began to draw in their
belts or expenditures. They began to
cut back on the marketplace they were
serving, either in the types or number
of companies or perhaps by serving
only existing clients.

Along with that came the other side
of the coin: reduction in expenses.
Since the main distribution effort of

all North American reinsurers is

salaried sales representatives, a
number of companies cut back on
their sales force and cut back on their

travel. They eliminated regional
offices, while cutting back on sales
representatives to reduce the overhead
expenses now spread over a weaker
first-year premium.

Today, we find ourselves with a
number of reinsurers appearing to
ignore some of the basic marketing
strategies and lessons of the late '7Os
and early '8Os. We do find the majority
of reinsurers trying to clarify
objectives, markets and their
definition of success and trying to
determine for the balance of the '8Os

and into the '9Os the sales and

operating strategies needed to
re-establish a profit center of a
profitable reinsurer.

How does all of this affect you as the
buyer of reinsurance? Do you know
what you are trying to accomplish
with your reinsurance and your
reinsurer? Are you ready to bargain,
negotiate or maybe even concede some
points to come as close as possible to
satisfying your most important
reinsurance needs? Are you willing to
discuss and divulge marketing and
operating strategies to those life
reinsurers that are seeking to probe
and find the maximum fit between

your needs and their haves and can
dos?

Are you willing to have your
reinsurance decision makers involved

in the process of dialogue with the
reinsurer? Or, do you keep the
reinsurers talking to lower levels in
the hierarchy, knowing full well that
all levels have some bias and some

coloration in their own agendas and
information-passing abilities? When
such information is passed upward,
how do you know the decision maker
or makers are making the right
choices?

Continued on next page

Charles A. Wittenberg is vp of the
life reinsurance division in the group
benefits department at CNA Insurance
Cos. in Chicago. He delivered these
remarks last month at the 23rd annual

Conference for the Life Insurance
Executive, sponsored by CNA's life
reinsurance division.
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More women buying disability cover: Study
FARMINGTON, Conn.-In 1986, 23% of all disability in-

come policies were purchased by women, reveals a study
by the Life Insurance Marketing & Research Assn. Inc.

The study found that women for the first time are a major
market for disability income sales, noting that the 23% mar-
ket share represents a 156% increase from their market posi-
tion in 1972, when LINIRA last conducted a study on disabil-
ity income.

LIMRA attributes the growing importance of women in the
disability insurance market to their changing status in so-
ciety over the past two decades.

"More women are working outside the home, in higher-sal-
aried professional occupations. Forecasts for labor force par-
ticipation indicate that even more women will be working

over the next 10 years, at comparatively better jobs," said
Barry J. Edmonston, associate scientist-manpower and mar-
ket research at LIMRA.

The study also drew a composite of the female disability
income buyer:

• The median age is 36.
• More than six in 10 hold executive or professional posi-

tions-such as an accountant, attorney or medical profes-

Life reinsurance
Continued from previous page

I know the story about how some
flip a coin and see who has to go to
lunch with the visiting reinsurer.
But, I think one of the things that
is clear is that most of those types
of reinsurance people belong to a
previous era.

More and more I find reinsur-

ance companies and reinsurance
sales people not only with profes-

sional designations, but also with
professional sales skills and a

salesman's professional desire to
be matched, hopefully for long-
term relationships, with a client
that itself is on a well-defined

strategic journey out of the '8Os
and into the '9Os.

What about tomorrow? Will the

picture continue to clear? Or is it

only clear for those who take off
the rose-colored glasses of "no one
can fail in life insurance" or the

rose-colored glasses of "to be sue-
cessful all we have to do is sell

more"?

Can we ignore such items as ex-
penses, marginal expenses, deteri-
oration of profits and build-up and

recoverability of our net deferred
assets? Only time will tell.

The picture can be very clear or
very confusing: confusing t:o those
direct companies that d6 not know
what they want to accomplish with
their reinsurer and their reinsur-

ance; confusing to those that do
not have a successful marketing
strategy; confusing to those that
create or tolerate a mismatch of di-

rect company needs and reinsurer
abilities.

On the other hand, the picture

will be clear to that majority of life
reinsurers that are profit-moti-
vated; clear to those direct com-
panies that still need what rein-
surers can offer; and clear that

both sides can only wistfully wish
for a return to those good old days
of laissez-faire and gentlemen's
agreements.

In the meantime, keep your pie-
ture clear. Notice that it starts

with defining your objectives and
reinsurance needs. Notice that

there are reinsurers clearly trying

for the long-term aspects of busi-
ness rather than the industry
equivalent of the rollover.

So, is the life reinsurance picture
clear or confusing? From your van-
tage point, a lot of it depends on
you. Each of us in the reinsurance

business wants to provide for your
needs. Each of us wants to be fi-

nancially successful. Each of us
wants to have a return to that

measure of feeling that gentle-
men's needs can be satisfied with a

gentlemen's agreement. Each of us
also has the capacity to confuse
those issues with the introduction

of many points.
So, the answer is that the life re-

insurance picture is both clear and
confusing. I hope I have made that
clear. •
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sional-and earn a median income of $28,600. Some 14% are

self-employed. ,
LIMRA further notes that among female buyers, medical

professionals buy 14% of all non-cancelable disability insur-
ance policies, accounting for 27% of premiums.

• Slightly more than half-52%-are married, 35% were
single and the remainder were either separated, widowed or
divorced.

• Average premium-per-policy was $815. Three in 10
women prefer to pay premiums annually.

The LIB.RA study also analyzed and evaluated the charac-
leristics of the male disability income buyer:

• The median age is 35.
• Approximately eight in 10 are professionals or execu-

lives, and the median income was $54,700-91% higher than
that of females.

• Eight in 10 male buyers were married, a trait that has
remained v'rtually unchanged since LIMRA's first study of

disability insurance in 1949.

• Average premium-per-policy was $1,283, and four in 10
men prefer to pay premiums annually.

The Life Insurance Marketing & Research Assn. plans to
release a second report that will deal specifically with
guaranteed renewable and commercial disability income po-
licies that were purchased in 1986.

Atlantic Mutual joins ISOTEL
NEW YORK-Atlantic Mutual Cos. is the 25th insurer

group to access ISO Telecommunications Inc., bringing the
number of clients of the on-line information service to more

than 250, according to Dominick R. Cortellessa, ISOTEL's
president.

ISOTEL, a subsidiary of Insurance Services Offices Inc.,

offers on-line access to commercial fire advisory rates and
building information for 2.5 million specific properties
across the country through its Specific Property Information
service. ISOTEL also offers Public Protection Classifica-

tion Codes, which includes informat'on on the size and
Cont'nued on next page
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effectiveness of community fire

protection services, as well as ad-
visory class fire rates, which pro-
vide the building and contents
rates for class-rated properties.

Atlantic Mutual will access ISO-

TEL's Specific Property Informa-
tion Service and receive weekly-

updated advisory rates for com-
mercial general liability and
commercial auto on magnetic
tapes.

"Atlantic has automated 95% of

its commercial lines policy pro-
cessing, so the addition of ISOTEL
products was a logical decision for
us," said Edmund Schubert, senior

vp-commercial lines at the Boston
based insurer group.

For more information on ISO-

TEL products, contact ISO Tele-

communications Inc., Marketing

Support, 160 Water St., New York,
N.Y. 10038.

III data base

NEW YORK-The Insurance In-

formation Institute has formed an

advisory panel for its electronic
data base services.

The Data Base Advisory Panel
will hold its first meeting Nov. 6 to
address the content of the data

base, technicalissues and any
quirks in the system.

The III Data Base, launched in
1985, now consists of Data Base
News, a daily newsletter of articles
of interest to property/basualty in-
surers; Data Bas€ Reports, com-
posed of in-house research on 30
topics, updated monthly and avail-
able in book form as well as on-

line; and the III Data Base, con-

Insurer topics

sisting of citations, references to
and summaries of insur:nce-re-

lated materials, including newspa-
pers, magazines, news releases,

pamphlets, books, studies and gov-
ernment documents. Documents in

the system are increasing at a rate
of about 800 a month, says the III.

The advisory panel will examine
the current status of the III Data

Base, complaints and compliments
from users, subject headings,
searches that didn't produce the
needed information and technical

problems with system access.

Those interested in a:tending
should contacs Marjorie Gord6n,
Director of Information Services,
Insurance Information Institute,
110 William St., New York, N.Y.
10038; 212-669-9264.

NAMIC appointments
INDIANAPOLIS-The National

Assn. of Mutual Insurance Com-

panies has made two rezent ap-

cWe're saving 6 to 8 percent on healthcare
costs..and that's after we've paidthe staff, paid for
the computer, the softwale andthe maintenance:'

Let us write your success story next
Call or write Thomas Heimsoth, Chie{Executive Officer for more
in formation, at Resource Information Management Systems, Inc.,

500 Technology Drive, Naperville, IL 60540·2599, 312/369·5300.

pointments, NAMIC President
Harold W Waters announced.

Larry G. Kahl has been named
vp-membership development and

Roger L. Ronk has been named
government affairs specialist.

Previously, Mr. Kahl served as

vp-member services.
Mr. Rork served as director of

education for NAMIC prior to join-
ing the government affairs depart-
ment.

Fire safety award
NEW YORK-The National Fire

Protection Assn. has bestowed its

highest honor-The Paul C. Lamb

award-on John L. Jablonsky, vp
of the Engineering & Safety Ser-
vice of American Insurance Ser-

vices Group Inc.
The Lamb Award recognizes ex-

traordinary voluntary service and
dedicated action of behalf of fire

safety. I. is named for a former
NFPA president and has now been

- Tom Cole Direcmr of Bendts and Compensation,
Amway Corp, Ada, MI.

+0 .V,

The Leader in Healthcare Management Systems

presented to five individuals since
its establishment in 1980.

Mr. Jablonsky is a registered
professional engineer and an ex-
pert on fire prevention and build-
ing construction. In 1970 hd was
appointed to the President's Na-
tional Commission on Fire Preven-

tion and Control, the body whose
work led to the widespread use of
home fire detectors. He has served

on numerous commissions on fire

prevention and construction stan-

dards. Mr. Jablonsky is a fellow of
the Society of Fire Protection En-

gineers and a member of the
American Society of Safety Engi-
neers and the American National

Standards Institute.

Aetna golf tourne¥
HARTFORD, Conn.-Aetna Life

& Casualty Co. plans to host a new
senior golf tournament in Naples,
Fla., Feb. 24-28.

"The Aetna Challenge," a new
event on the Professional Golfers'

Assn. Senior Tour, will be held at

The Club at Pelican Bay in Naples.
The tournament will be part of the
1988 Mazda Series in the Senior

PGA Tour-35 events across the

country offering a total of $12.8
million in prize money.

The Aetna Challenge will be a
$300,000, 54-hole tournament

played for the benefit of local
charities, to be selected by Aetna.
All three rounds will be televised

on the ESPN cable network.

Aetna decided to sponsor the
tournament "because golf is one
of the most effective advertising
vehicles to reach our prospective
and current policyholders," said
Peter Egan, assistant vp-corporate
communications for Aetna. Mr.

Egan said about $1 million has
been budgeted for the event, which
is being managed by People &
Properties Inc., a Greenwich,
Conn.-based sports marketing
firrn.

Farm Credit System
WASHINGTON-Representa-

tives and members of the two lar-

gest independent agent associa-
tions complain that the federal
Farm Credit System's ability to sell
insurance gives it a competitive
advantage over agents.

Federal law now permits the
FCS and its affiliates to sell credit

life, hail, multi-peril crop and
other types of insurance to farmers
when they seek farm loans.

"A serious conflict of interest,

along with a very real threat of
coercion, occurs each time a farm

lending bank wishes to provide in-
surance to a farmer borrower,"
said Jack MeNeil, vice chairman of

the Farm Agribusiness Committee
of the Independent Insurance
Agents of America, in testimony
recently before the House Subcom-
mittee on Conservation, Credit and
Rural Development.

The IIAA, the National Assn. of

Professional Insurance Agents and
other industry representatives
charge that farmers seeking loans
from the FCS are coerced into pur-
chasing insurance from the agency.

"The inherent problem of coer-
eion remains in a system where the
financial loan functions of a lend-

ing institution are side-by-side
with the insurance marketing
functions," said Robert E. Ful-

wider, chairman of the IIAA Farm
Agribusiness Committee.

"Farm and ranch borrowers are

betterserved through a Farm
Credit System that separates the
loan functions from the insurance

needs of that borrower," he said.
In a written statement to the

Senate Subcommittee on Agricul-
tural Credit, PIA Chairman Wil-
liam C. Rue noted that because a

borrower may be pressured into
securing insurance from the credit
office, he is unable to look for the

best price. I
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and contract review ing and related experience Must have

We offer an excellent compensation and benefits Marketplace
pensation Dept located in Portland, valid driver's license Excellent com-

Oregon munication skills, both oral and writ-

package If interested, send resume and salary history to ten required Famharity with relevanl

TARGETS
computer software desired Send re-

WORKERS' COMPENSATION sume to Attn Risk Manager Recruiter,

P.O. Box 418 M-NCPPC/ERDO, 6609 Riggs Road,

Dept. RM your BEST CLAIMS EXAMINER Hyattsville, MD 20782

Elmhurst, IL 601 26
JOB

The ideal candidate should meet the follow-
SR UNDERWRITER

Equal Opportunity Ernployer M F
ing qualifications Rapidly expanding Torrance Insurance

Broker/Claims Administrator has an

Candidates • Minimum 5 years claims handling immediate opening for a Senior Un-

experience
derwriter Group benefits-Minimum 5
years underwriting experience with an

• Proven communication skills insurance company and/or brokerage,

• Sound decision making and analytical knowledge of spread sheets and Lotus
preferred, detail ortented, good com-

skills munication skills and ability to inter-

• Multi-jurisdictional experience face with all levels o f management For

LEADERSHIP IN PROFESSI ON A L I N I])1 M I l I Y interview please send :esume to
desired Keenan & Associates, Attn Lisa Nel-

• College degree preferred
son, P O Box 4328, Torrance, CA
90510

INSURANCE
This position Is an excellent opportunity for
a well qualified individual Salary range UNDERWRITING/ACTUARIAL

$35,000 to $45,000 plus profit bonus and an CONSULTANT

Major Third Party Administrator of
unequaled fringe benefit program in the group health Insurance is seeking an

transportation industry To apply send experienced underwriter/actuary to as-

PROFESSIONALS
sist in the development of an impaired

resume to risk MET product Send resume and
references to Box 2341, Business In-

Mr Roy Truelsen, Claims Mgr surance, 740 Rush St , Chicago, IL

P O Box 4670
60611-2590

Portland, OR 97208
Confidential

Unique New Progmm An equal opportunity employer
Business Insurance

Circulation Breakdown*

W
Commercial Consumers

e are MIPi Brokers, Inc the recently formed U S extension of Minet Administrative

International Professional Indemnity, the global market leader In Pro
CEO s Presidents and Owners 2 570

fessional Indemnity for lawyers, accountants and other prof€ssionals
Vice Presidents, General Managers

An essential component of our growth strategy will be a new training program Senior and Other Administrative Personnel

3,210

designed to attract high potential insurance professionals We will train you In all Financial

aspects of the business, relocating you to Montreal or London to learn from and
work alongside our cutting edge experts in lawyers and accountants programs After Insurance Analyst Chief Financial Officers and Vice

presidents of Finance 2,787

12 to 18 months you will return to either the NYC metropolitan area or San Fran Secretaries, Treasurers, controllers

cisco and move into account management responsibility This ts a ground floor Rust International Corporation, a major engineering and and other Financial Personnel 5,600

opportunity to accelerate your career by joining a team where professionalism and construction firm, is seeking a Senior Insurance Analyst to
Risk/Employee Benefits

performance are recognized and highly rewarded loin its Corporate Insurance Department Responsibilities will
Vice presidents, directors, manag-

You will have at least three to five years' Insurance Industry experience, either
ers, and other related department

include contract review, administration of corporate personnel of Insurance, risk, em-

brokerage or underwriting While knowledge of professional indemnity would be insurance and self insurance programs, claims handling and ployee benefits, personnel, com

helpful, we are more interested in the person than the specific experience To qualify insurance support to affiliates and subsidiaries This position pensation, pension safety, security,

for our program, you must combine intelligence with the technical aptitude to master reports to the Corporate Insurance Manager industrial relations, human re-

a highly complex sublect You will thnve as a hands on, detail onented team player
sources and employee/labor reta

and have the professional bearing and communication skills to deal with senior The qualmed applicant must have a Bachelor's degree, as tions 9 701

executives In the professions well as five years related experience with a strong emphasis Sub-total 23,868

We look forward to meeting the qualified few prepared to make a career commit- on property/casualty Contract review and casualty
Associations 500

Government, Unions and Educa-

ment In return for our Investment in your training and development We have underwriting background preferred Rust can offer you an tional Institutions 914

retained a search consultant to conduct these searches and request you send your attractive employment opportunity with a competitive salary Commercial Consumers

resume and/or a brief letter outlining your accomplishments, along Wit compensa and benefits package Sub-total 25,282

tion history to Mr Vance Howe, Ward Howell International, 99 Park Avenue, Insurance Agents and Brokers 10,858

New York, NY 10016 Our client is an equal opportunity employer
If you are interested, please send resume and salary Insurance Companies 7,140

history to
Donald W. Hayslett

Financial Institutions 989

Actuaries, Attorneys, Adjusters, Ap-
Manager of Recruitment pratsers and Consultants 4,617

RUST international Others Allied to the Field 1 792

Mit, et RN/fr Corporation TOTAL 49,689

RO. Box 101 * Source Business/Occupational

Birmingham, AL 35201 breakdown of qualmed circulation,

May 25 1987 issue, as submitted to
BPA for June 1986 BPA Publisher's

An Equal Opportunity Employer M/F/V Statement
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Industry outlook think it will be an all out war It will be "Pricing in some areas areas was briefly "We quote to make an underwriting
relatively brief Too many people are too over excessive, but market forces corrected profit," Mr Goldberg said "We don't have

Contznued from page 1 uncertain about the economy " it," said Mr Thompson of North American volume projections or budgets "
ensuing losses Absent a return of large rein- John A Bogardus Jr, chairman of Alex- Re Berkshire Hathaway started writing large
surance support, which is not expected, pri- ander & Alexander Inc, the second-largest "Prices did get too high and, privately, in- commercial accounts in June and July of
mary companies will not cut rates to money- U S broker, ls less optimistic "The thing surance executives will say there was an 1985 Now, the Berkshire Hathaway com-
losing levels, some speculate that worries US lS that the CEOs of too many overreaction," Mr Page said panies are losing more than one-third of

These are the observations of insurance property/casualty companies are still saying William E Thiele, executive vp of Conti- their directors and officers liability insur-
market conditions by leaders of the U S that their people aren't telling them what nental Corp in New York, observed that ance business, which last year produced $70
property/casualty insurance business who their agents are telling them there are enor- "this summer saw precipitous softening in million to $80 million in premiums, said Alit
gathered at The Greenbrier last week for the mous price Ieductions across the line " rates " However, he suggests that because Jain, president of the professional liabil-
annual joint meeting of the National Assn of Mr Bogardus reports that A&A sees the the commercial insurance market was at its ity and specialty risks division of Berkshire
Casualty & Surety Agents and the National competition not only for large accounts but "tightest vice-like crunch in July 1986," Hathaway's insurance group
Assn of Casualty & Surety Executives They also "middle America-type business " Citing comparisons of prices in the third quarter of The group does want to hold business In
spoke publicly on the market during a offices in non-industrial cities, he said, "The 1987 with the third quarter of 1986 could be some cases, premiums have been cut 50% to
round-table discussion, some granted inter- price war in those areas is intense " expected to be "really dramatic " retain renewals, Mr Jam said And the group
views and others spoke Informally at recep- A&A sees property insurance renewing at "That is not likely to be the case in the has increased to $15 million and sometimes
tions and dinner parties 25% to 50% less than expiring rates and lia- first and second quarters of 1988," Mr $20 million the limits it offers on a primary

The Joint NACSA/NACSE meeting is al- bility insurance-excluding very high-risk Thiele said, adding, "maybe that is a little and excess basis for directors and officers
ways held beginning the first Sunday in Oc- business-renewing at 10% to 25% less than wishful thinking There could be a revenge liability insurance, compared with the $10
tober at the luxurious Greenbrier resort, expiring rates Mr Bogardus expects this factor among buyers " million limit it offered last year
nestled in the Allegheny Mountains in south- level of rate Dutting to continue Separating the anecdotes about price cuts The companies also write errors and omis-
eastern West Virginia The meeting attracts And for many accounts, this iS the second from the statistics, Continental's price moni- sions insurance, with an emphasis on archi-
the top executives and spouses of the coun- rate reducticn in two consecutive years, Mr toring show rates fell in 4% to 5% range tects and engineers and the insurance indus-
try's largest agents and brokers and prop- Bogardus said A&A saw rate cutting emerge through July "There's no question the last try
erty/casualty insurance and reinsurance in August 1936 three months were very different," he said While agreeing that the large account
companies This year's registration 1,265 "That's too much too soon," Mr Bogardus Insurance prices today "are still better market lS the most competitive now, Zurich-

NACSA is a politically active association suggests "Our people say we will be back to than we are accustomed to," Mr Thiele ob- American Insurance Group President Wil-
of the nation's largest retail brokers, prices in 1933" that produced large losses served They are "mostly still within the ham H Bolinder predicts that insurance
NACSE's only function lS to organize the at- for most insurers band of reason," he said, with the excep- price reductions overall will stabilize in the
tendance of insurance and reinsurance corn- Some insurers are quoting umbrellas at tion of commercial auto and umbrella prices 15% to 20% range
pany executives at The Greenbrier meeting rates as low as $400 to $600 per $1 million of However, William M McCormick, presi- And, Schaumburg, Ill -based Zurich-

The executives gather formally and infor- coverage, compared with the $1,000 mini- dent of Fireman's Fund Insurance Cos in American is "trying not to compound rate
mally to discuss current issues confronting mum rate per $1 million ttiat was pervasive Novato, Calif, says prices were overshot reductions," Mr Bolinder said
the commercial insurance business Insur- in the hard market, brokerage and insurance only on "some lines," citing property in- "It's dangerous to say, but things seem to
ance companies and agents and brokers also executives say Umbrella rates fell to their surance as the best example Commercial be stabilizing,- said Arthur Quern, president
use the four-day meeting to improve their lowest-$200 per $1 million-in the height of auto and general liability were not overshot, of Rollins Burdick Hunter Co in Chicago,
relationships with each other the competitive market and yet prices are starting to come down, he the seventh-largest U S insurance broker

Formal business meetings are limited to "We don't feel the companies are fully ap- said "There is downward pressure, but no snow-
mornings, with the afternoons reserved for preciative of what's going on," Mr Bogardus "Prices at the end of the first quarter were balling "
the gamut of sports activities available at said "If the companies don't know the ex- in the band of reason In September, they are "Our statistics show the rate of decline has

The Greenbrier golf, tennis, bowling, horse- tent of price Cutting, it's cause for worry It not," Mr McCormick said The rates are not leveled in May, June, July and August," said
shoe pitching, trap shooting, bridge and Just will keep going until the insurers are yet so low to make insurers lose money, he Mr Page of James, adding "we're not really
horseback riding Attendees can compete for really hurting and then unfortunately there said, "but they are not very profitable " sure why It may be our statistics The people
prizes in all but horseback riding will be an abrupt change again I desperately Insurance company executives say they are I talk to here say the erosion in rates con-

In the evenings, black-tie receptions are hope this scenario is not played out " committed to giving up business if the com- tinues "
sponsored by brokers, insurers and rein- Peter Pruitt, president and chief operating petition quotes it for a loss-producing pnce Reinsurance company executives attend-
surers officer of Frank B Hall & Co Inc in Briar- Continental's strategy in the increasingly ing the NACSA/NACSE meeting echoed the

Whether in the meeting rooms or on the cliff Manor, NY, the fifth-largest US bro- competitive market lS to specialize in such comments of reinsurers who gathered for
golf course, the issue on everyone's mind this ker, said during the round-table discussion lines as marine and aviation, where prlclng their annual Rendez-Vous de Septembre in
year price competition in the property/ca- that Hall surveyed ltS offices 90 days ago and lS more steady, and profitable geographic Monte Carlo last month no softening in re-
sualty insurance business found primary casualty insurance prices and industry niches, Mr Thiele said insurance market conditions (BI, Sept 21)

Coming to the end of a year that most in- down 20%, pioperty insurance prices down Fireman's Fund is "far more disposed to "I am hearing from my reinsurance col-

surance industry leaders considered nearly 25% and highly protected risk property in- say no" when the prices get too low and al- leagues that they are holding stiff and con-
perfect for the insurance Industry-profit- surance rates iown 25% to 50% ready is "letting some business go," said Mr tinuing to exercise discipline," said James F

able pricing of insurance with enough capac- Transamer-ca Insurance Co President McCormick during an interview "If the Dowd, president and chief executive offi-
tty to satisfy consumer demand and spur Gerald Isom, also a member of the round cycle keeps heading down, Fireman's Fund cer of Skan(lia America Corp in New York, a
some competition-no one is certain how table, observed "A survey like that might will be a smaller company than it is today leading reinsurer "Reinsurers are going to
much more competitive the market may be- tend to get extreme examples " But Mr We won'tgrowifthe prices are lousy " hold the line and, to the extent that reinsur-

come Pruitt mainta ned, "It's not a survey of ex- Concerned by stories that Fireman's Fund ance can contribute to market conditions, it -

"It's a 'perfect' market now," observed treme examples " was leading the competition, the company won't be this time "
Paul B Ingrey, president of F&G Re Inc in James is planning for rates to continue to hired a research firm to canvass agents and Reinsurance companies are losing pre-
Morristown, NJ, the reinsurance under- decline 25% to 50% in the large risk prop- brokers on who was leading the price mium volume, Mr Dowd pointed out Pri-
writing subsidiary of USF&G Corp "There's erty lines, 15% to 25% in commercial pack- changes The research found "it's a com- mary companies are keeping larger reten-
a good balance between buyer and seller " age lines and 10% to 25% for general liability pany here, a company there " Fireman's tions and reinsurers are not renewing some

But when asked if the market was going to insurance, Mr Page said during an inter- Fund was not leading the price decreases, business because the rates are too low, par-
become even more competitive in December view the survey found, but "we're in it," Mr ticularly for facultative property reinsur-
for January renewals, Mr Ingrey quipped, He noted that the rate reductions, as well McCormick admitted ance

"I'm not that smart " as rate increases, appear first on the coasts Sidney F Wentz, chairman and chief exec- However, Mr Dowd confirmed that pri-

Richard M Page, chairman and chief exec- of the country and then move toward the utive officer of Crum & Forster Inc in Mor- mary rates are falling, with the most compe-
utive officer of Fred S James & Co Inc in center of the country ristown, NJ, said during the round-table tition on the largest accounts, such as those
New York, the fourth-largest U S insurance These rate reductions began in earnest in discussion "We are very committed to generating more than $100,000 in premiums
broker, said "I would like to believe that April, though there were some instances at avoiding the follies of the past " Crum & In response to primary insurers' observa-

we'll see stability in rates in the near term, year-end 1986, Mr Page said Forster is committed to "underwriting and tions that prices are still within a band of
but my gut reaction is it's not going to hap- Rate reductions appeared later in Canada, pricing discipline and walking away" if the adequacy, Mr Dowd suggested there are
pen " surfacing there in June, July and August, Mr competitive prices are too low enough examples of cutthroat competition

"This is going to be a critical renewal Page added Michael Goldberg, vp of Berkshire Hath- driving rates down that "in the aggregate,
year," commented N David Thompson, pres- Accounts that obtained rate reductions at away Inc in Omaha, Neb, said that with it's a negative trend "
ident of North American Reinsurance Co in year-end 1986 are looking for them again, competition back, Berkshire Hathaway will While executives of primary insurers say

New York, a leading reinsurance company said Mr Page write less than the more than $1 billion in their price monitoring systems tell them
"If renewals are at weaker terms, it is a very Most agree that at least one round of rate premiums the group wrote last year The pricing is adequate, Mr Dowd observed that
unhealthy sign " But, he added, "I don't reductions was justified group has more than $2 7 billion in surplus Contmued on next page
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RISK MANAGER RISK MANAGER

State of Oregon
AGENCY BENEFITS MANAGER City of Ames, Iowa

Starting salary $29,453-$34,653, range maximum $39.853

Well established Southern P&C agency seeks sales oriented employee benefits Responsible directly to City Manager to supervise comprehensive risk manage
Challerging opportunity to work with state government leadership to provide diverse and specialist to head existing benefits division Will be responsible for mainte

ment program for full service, university city with 558 employees Operations
comprehensive risk management and insurance services to all state agencies In a dynamic include Electric Department (generation and distribution), Water Treatment
setting, the Oregon Insurance Fund will be marketing its new property and liability Insurance nance of existing accounts plus Increasing market penetration through the Plant, Water Pollution Control Plant, Solid Waste Recovery Plant, Transit System,
programs to public entities Program Includes administration of $35M Insurance Fund, prop- development of new business A degree is required with regional candidates and Airport
erty, liability and workers' comp insurance, state-wide safety program and consultation with given priority Requires 10 years benefits background with at least three of Responsible for administenng the City's self insured health benefits and worker's
state agencies to mitigate risk Requires extens,ve knowledge of risk managemem, knowledge those years in a supervisory/management situation Superb opportunity for a compensation programs, insured property, casua,tty, and liability programs,
of insurance and rate making. the litigation process and exceptional problem solving, Interper bright benefits professional wanting to accelerate their career within a safety and loss control activities, and $2 million Risk Management and Health
sonal and negotiating skills Negottable salary plus generous health. life and retirement bene- P&C agency environment Our client offers a liberal compensation program Benefits Trust funds

fits By Oct 30 submit resume and additional mformation as necessary to show how you have which includes above industry salary plus exciting bonus incentives leading to Requires Bachelor's degree from accredited, four year college or university In
obtained the required knowledge and skills to $100,000+ opportunity risk management, insurance management, or related field and three years pro

gressively responsible experience in risk management, casualty insurance, or

Department of General Services
related field

GILBERT -- HAFNER & CO
1225 Ferry St SE

Send resume by 11/16/87 to

Salem, OR 97310
insurance Staffing Consultants Personnel Department

Attn Personnel Manager
6060 N. Central #470, Dallas, TX 75206, (214) 361-9341 Depot Annex. Main and Clark Streets

Affirmative Action/Equal Opportunity Employer Ames, Iowa 50010
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Industry outlook cycle so that we don't go head-on volatile bond market And there are concerns about

into another crisis," he said, advo- Mr McCormick also siggested claim reserves, unzollectible rein- Executives
Continued from prevzous page eating a " federally focused instru- there r eeds to be more ciscipline sLrance and taxes '
the systems may not be sensitive ment to help us control the cycle " imposed on how insurance com- While expressing concern about
enough to produce timely informa- " State regulation has not been panies reserve for losses, perhaps the growing comfetition among in- view gamut
tion "And then they only provide effective We need an SEC-th pe by insurers adopting standard ac- surers, Mr Dowc of Skandia pre-
information and not fortitude," he mechanism to provide information tuarial techniq Jes d-cted tnat the result will not be as

added to the consumer," said Mr Page, "I'd like to see us gc on the of- dramatic as the last market cycle
of issues

Another insurance company ex- referring to the Securities and Ex- fense" against :he insurance indus- because two contributing factors WHITE SULPHUR SPRINGS,
ecutive, who asked not be identi- change Commission, which dic- try's problems, Mr McCormick will not occur at the same time W Va-While competition in the
fied, suggested that the price mon- tates what Information publicly said To that end, Fireman's Fund high interest rates and the explo- commercial insurance marketplace
itoring systems can be manipulated traded companies must disclose has put up seed money for a sui vey sion in tort cases was foremost on the minds of exec-

by underwriters to conceal big pre- "All the large brokers maintain by Conning & Co of the Industry Many trokers and insurers are utives attending the joint NACSA/

mium reductions-a suggestion internal security mechanisms, but to see _f there is interest m a larger cincerned that the marketplace NACSE meeting, other issues also
confirmed by others we cannot voice our opinions pub- study on accounting and regula- not become so competitive that a were discussed

Despite the strong contentions hcly for fear of starting a run on a tory issues sidden price and capacity crunch Many insurance company and
by reinsurance company execu- company," said Mr Page While there is disagreement on will occur again brokerage erecutives are con-
tives that reinsurers will not be Commenting on the market how competitive the insurance Citing :he deve_opment of large cerned that more insurance com-

dragged into ano:her rating war, cycles, A&A's Mr Bogardus said marketpla 22 15 today, few expect policyho_der-owned offshore in- panies will become insolvent
sonne are skeptical "The client is really whipsawed there will be a prolonged period surance compan_es, risk retention "There is enormous concern

"The general view is that rein- Clients want stability for financial of strcng competition as in the last groups and the use of larger self- about solvency and reinsurance
surers will make themselves known planning Risk managers would be competitive cycle insurance retenticns in response to collectibles," said John Bogardus,

at the end of the year Reinsurers willing to pay more for stability - "I don t see some bas-c factors the last hard market, Mr Pruitt of chairman of Alexander & Alex-

will get back in because rates are At least two insurers are tes:ing supporting this downturn for an Hall warned "If we go into an- ander Services Inc "All over the
still high," said Mr Quern of Rol- this philosophy, Mr Bogardus extended period of time," com- cther cycle where we can't provide insurance industry, companies are
lins Burdick Hunter But to get said, by asking brokers lf buyers mented Robert S Se-tzer, presi- transfer of risk, Ne will take an- slower paying, trying to hang on to
back in the market, reinsurers will would be interested in a three-year dent of Conen-Seltzer Inc , a Phila- other chz.nk out of our hide " dollars "

have to reduce their rates because guarantee that prices would not delphia agency, during the Don D Hutson, chief executive Foreign reinsurers, including na-

ceding companies are content to vary up or down more than 10%, round-table d_scussion officer of Maryland Casualty Co in tionally owned companies, all want
retain more bus-ness at current barring a terrible catastrophe "I don't see high interest rates I Baltimore, who moderated the to negotiate the payments they will
prices, he added striking the business don t see a hard dollar buying panel, suggested "We need stabil- make under ' reinsurance contracts

Mr Thompson of North Ameri- "Some buyers would be,' he cheap reinsurance in foreign mar- ity in :he market for a longer pe- in an effort to reduce losses, he
can Re disagreed "Reinsurers are said kets I see primary companies wi-h riod of time to repair the economic said
not going to rush to cut prices Mr McCormick of Fireman's high leten-ions I classifb tms to be damage and to repair some of the But participants were split about
Reinsurers won't cut rates because Fund agrees that the cycle is ' ter- a correction to the huge prcfits of damage we have done in the mar- whether insurance buyers consider
there are lower rates in the pri- rible for the consumer and then the last two j ears and b pressure ketplace With each cycle, we re- security when buying insurance

mary market It would be a double regulators get into the act ' He from clients to be sure cur pencils move a block of business to other Arthur Quern, piesident of Rol-

rate cut " suggested "We have to do some- are sharp " mechanisms If we do this another lins Burdick Hunter Co, said that

Brokers and insurers alike thing different about industry gov- Mr Isom of Trans:merica took :wo or tnree times, we will shrink while clients generally are looking
express concern about the impact ernance " issue with the suggestion that in- the market so small there won't be for lower priced insurance, "I hear
of market cycles on insurance Some of his Ideas include mark- surers have made huge profits enough left " people say there are questions
buyers, regulatory trends and the ing bonds held by insurers to their "The indLstrY has improz ed from Mr Goss of American States about stability, security and sol-

future of the commercial insurance market value and not their amor- were it was, but where -t was was suggested "There is a lot of care- vency There is a heightened
business tized value in order to more ac- abysmal We are not at a point bet less conversation going on about awareness," he said "The act of

The recent hard market "was un- curately reflect the value of an in- to sustain the kind of returns pru- the nex= downturn CEOs in our buying is more analyzed," he
fortunate for the industry," Mr surers' holdings, a suggestion that dent mvestors are looking for " business are th€ only group of peo- added
Page of James observed, linking many insurance company execu- Mr Isom suggested zhat there are ple t) a. can cc anything about But Alit Jam, president of the

the effort to amend the McCarran- tives oppose "Maybe it should be man reasons that insurers should pricing We all have to establish professional liability and specialty
Ferguson Act w.th the insurance done over a rolling time period,' be raising prices, not eurtmg them, pricing policies for our companies, risks division of Berkshire Hath-
price and availability crisis Mr McCormick said, in order to citing tne impact of the Tax Re- to implement monitoring proce- away Inc 's insurance group, con-

"I feel strongly that we have to avoid big swings in insurers' sur- form Act of 1986, inadequate loss dures to move in and influence that tends that "there 15 not enough
do something in the soft market pluses that would be created by a reserves, reinsurance recoverables when it gets to an unacceptable concern about security Buyers are

and the lack )f meaningful judicial level " factoring it in, but not with the
reform 3 artes 3 Meenaghan, president weight they should be They need a

E dwin J Goss, president of of The Home Insurance Co in New time horizon of five to 10 years "
American States Insurance Co in York agreed 'Business moves "Most insurance companies do

,, Indianapolis said in response dur- based cn emotion " He called on not pay sufficient attention to se-
ing the round-table discussion "I CEOs to provic€ leadership "If he curity when they buy reinsurance,"
can see a scenario th:t the next insist: on production, he will get said Michael A Goldberg, vp of

-- downturn should be shorter and prodiction If he insists on profit, Berkshire Hathaway
' ,/"f less deep than the last one Interest he's going to get profit " Brokers, insurers and reinsurers

rates are one half of what they Mr Fogardus of A&A is skepti- also were talking a lot about the2.,

were in the last downturn We cal that insurers can resist cutting growing number of asbestos and
don't have new entries from the in- rates to maintain their profits Of pollution liability losses
dustrial or foreign sectors ' And the current rate cutting, he said "There is continuing surprise at
there is no apparent inclination on "We won't see a change until in- the emergence of asbestos and pol-

6 the oart of the reinsurance indus- surers' earnings show lt-the last lution losses," said James F Dowd,
trb to support reckless pricing half of 1989 or 1990 " • president of Skandia America

Group
Said William Thiele, executive

vp of Continental Corp "Our peo-

Your best bet ple are getting nervous about as-
bestos and pollution "

William Bolinder, president and
chief executive officer of Zurich-

American Insurance Group,

COMMERCIAL for setting up: pointed out that the extent of pol-
lution losses is still unknown

The future of insurance regula-
tion and the McCarran-Ferguson

UMBRELLA
Act, which grants insurers limited

• CAPTIVES • FROMTIING immunity from federal antitrust
laws, also were debated

"There is not great unanimity on

• RRG'S and RPG'S • POOLS federal involvement anymore,"
said Mr Bogardus "People have a

FOR
• AGENCY PROGRAMS

general reluctance for government
to become involved, but there are

many who feel this would create

HOUSEHOLD GOODS b
the greatest efficiency There is a
wide range of feelings "

And, the potential for banks to
enter the insurance business was

MOVERS Your best bet is discussed, mostly by the agents
"It will only be a matter of time

experienced management before banks are in the insurance

business," Mr Bogardus observed
Ranger Allied Underwriters Although he expects to see it occur

before the year 2000, some say it
00

0.0HAU l/5 Corporate change within two years, he said
While agents generally oppose

Risk banks entering the insurance bro-
kering business, several executives

1-800-3924970 Consultants of large independent agencies ad-

24370 Northwestern Hwy, Southfield MI 48075
mitted privately that they look
forward to the day when banks

1-800-482-2726 In Michigan (313) 352-0880 start bidding to buy agencies, of-

Ask For Bob Engle or Dick Marshall
fering agency owners the opportu-
nity to sell at large profits

-BY Kathryn J Mcintyre
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Insurance industry striving Brokers deny
churning business

for plan to pay quake losses
SULPHUR SPRINGS, W Va -Retail

insurance agents and brokers deny they
are trying to churn business in the in-
creasingly Competitive commercial in-
surance market in order to maintain

WHITE SULPHUR SPRINGS, W Va -The would affect not only reinsurers' ability to with the Independent Insurance Agents of their own revenues

insurance industry lS working toward a his- pay but also some primary insurers, Mr America and the National Assn of Profes- With insurance premiums falling,
torie consensus on how to cope with a de- Thompson predicted sional Insurance Agents And, in September, brokers' revenues will fall if they don't
vastating insurance loss brought about by an "If reinsurance recoverables are threa- representatives of the Reinsurance Assn of develop new business And new busi-
earthquake tened, there will be a significant effect on America, which previously had promoted ltS ness is most often developed when a

This development is very important for many primary companies and that, in turn, own catastrophe proposal, joined committee broker lS able to offer a client a bettei

two reasons, according to N David Thomp- besides the obvious disruption of insurance deliberations price than the incumbent broker That
son, president of North American Reinsur- markets, could affect ability to pay and pos- We have high expectations that by year- induces brokers not only to seek lower
ance Corp in New York sibly even involve guaranty funds through- end we will have resolved differences and rates for new client prospects, but also

One, the problem of how the insurance in- out the country," Mr Thompson said have an industry proposal," said Franklin W to search the market for the best prices
dustry will cope with a devastating earth- The solution a federal backup mechanism Nutter, chairman of the project and presi- for existing clients for fear of losing the
quake loss "is one of the most critical issues that would assure the ability of the insur- dent of the Alliance, in an interview account to a competing broker
if not the most importabt problem we face," ance industry to meet its obligations follow- Many details of the proposal are not fina- "I know companies feel brokers
according to Mr Thompson ing a devastating occurrence The three lized, Mr Nutter said "We have talked gen- churn the market, but we are client-

Two, the insurance industry previously has major property/casualty insurance trade as- erally about the creation of a $50 billion pool driven," declares Richard M» Page,
not spoken with one voice on important sociations, two insurers and others are coming over time through the purchase of chairman and chief executive officer of
issues, but "we have the first faint indica- working on such a proposal the reinsurance coverage, or if the event Fred S James & Co in New York
tions of an Industry consensus" on the earth- Mr Thompson said his purpose was not to should happen before funds are accumu- "When the buyer wants to make the
quake catastrophe proposal, he said advocate any one plan "but rather to salute lated, the government would provide suffi- most cost-effective use of his purchas-

Mr Thompson discussed the earthquake the efforts of those who are working hard to cient resources to pay the claims," he said ing power, if we don't do it, another
proposal and building an insurance industry make an industry response a reality The program now envisioned calls for two broker will "

consensus on important issues in his address "Without an industry consensus, we won't tiers One would be a primary program to John A Bogardus Jr, chairman of
as president of the National Assn of Ca- resolve issues," Mr Thompson advised cover quakv damage only to residential Alexander & Alexander Services Inc,
sualty & Surety Executives at NACSE's Joint Recently, two U S senators speaking at dwellings, organized like the National Flood admits "The broker is Inevitably part
meeting with the National Assn of Casualty separate functions said the insurance indus- Insurance Program Insurers would market of the process We exacerbate the situa-
& Surety Agents last week try lacks credibility because it presents com- the insurance, but the federal government tion But the underwriters have the

There is a 50% probability of a devastating peting viewpoints on Capitol Hill, Mr would be the risk bearer The policy limit final say We are part of the problem,
earthquake occurring in California in the Thompson reported has not been determined but we cannot solve it "

next 30 years, Mr Thompson said, citing sci- "Sometimes we even come forth with dif- The second tier of the program would cre- But Gerald A Isom, president of
entific opinion The recent earthquake in Los ferent facts," Mr Thompson observed ate a federal corporation to provide excess Transamerica Insurance Co in Los An-

Angeles was only 61 9n the Richter scale "If we do not speak with one voice and catastrophe reinsurance for essentially all geles, said during a round-table discus-
(see story, page 3) A quake registering 7 l on with one common set of assumptions or losses that emanate from the earthquake or sion at the joint NACSA/NACSE meet-
the 10-point scale is 30 times more powerful based on the same data, we appear frag- wind exposures Independent of the earth- ing last week "It isn't going to work if
than an earthquake registering 61, Mr mented and will have no one to take our quake every CEO says, 'This is our price,' if we
Thompson reminded the audience part," he warned The current trigger to tap these special re- don't get help from the distribution

While estimates vary widely, most agree The Earthquake Project, as it is now insurance funds would be an aggregate loss arm-for producers to sell discipline as
that a ma]or earthquake could result in in- known, includes on its steering committee to the insurance industry of $8 billion But, best they can "
sured losses of $50 billion, including fires representatives of the Alliance of American the figure is subject to further discussion, "It's a tough sell," according to Mr
following the earthquake, workers compen- Insurers, the American Insurance Assn , the Mr Nutter noted Page, to keep a client with an insurer
sation claims and liability claims, Mr National Assn of Independent Insurers, Members of the Earthquake Project plan for a higher rate than the competition
Thompson said State Farm Insurance Co and American In- to have their proposal finalized for public will charge on the basis that continuity

"There is no one in this room who would ternational Group Inc (BI, June 15, Sept discussion in December and for the legisla- will provide the buyer with a moie
not feel the effects from a ma]or earth- 28) tion to be ready to be introduced in Con- price stability over time smaller i ate
quake," he said A devastating earthquake In August, the committee began working gress in early 1988, Mr Nutter said . reductions in a competitive market but

also smaller rate increases in a tight

Agent advocates improved services
market

The problem There were buyers who
practiced this continuity only to find
themselves without coverage when

By KATHRYN J. McINTYRE attitudes and perceptions in order to avoid further government inter- their insurer pulled entirely out of a
vention " These suggestions included line, Mr Page said

WHITE SULPHUR SPRINGS, W Va -The property/casualty in- • Intensifying public relations to "tell our story We must improve Mr Bogardus says he sees less loyalty
surance industry needs to improve its delivery system and claim ser- our image and back up our arguments with credible data " today then ever before to insurance
vices, a leading insurance agent advises Mr Doetzer complimented the television ad campaign launched companies and, to some extent, to bro-

It also needs to improve its public image, its products and pricing last spring by the Insurance Information Institute and the insurer kers Brokers attracted a lot of new

and relationships with regulators, according to John F Doetzer, pres- profitability study issued by the Insurance Services Office Inc as business in the hard market when

ident of Consolidated Insurance Center Inc in Baltimore good beginnings, but added, "We need lots more " buyers needed a large broker's clout
Mr Doetzer made his suggestions as president of the National • Working with insurance regulators and the National Assn of In- But many of these buyers do not feel

Assn of Casualty & Surety Agents in his address during the opening surance Commissioners strong loyalty to their new national
of the joint meeting of NACSA and the National Assn of Casualty & • Agents and insurers working together to develop long-term rela- brokers

Surety Executives last week tionships with clients "by providing quality products and pricing "A sophisticated buyer will agree, all
Insurance company executives and other agents speaking later in commensurate with the risk involved " things being equal, that they like long-

the week at a round-table discussion of current issues agreed with "Agents and brokers must avoid shopping a risk every year and term arrangements," Mr Bogardus
Mr Doetzer's call for improved delivery systems and services concentrate on value-added services to clients This will reduce said "But in the conditions in this dec-

"The redundancy of services and functions performed by both the delivery costs for both companies and agents," Mr Doetzer ade, they say they can't afford that kind
agents and companies must be more carefully refined and the du- said of loyalty "
plicities eliminated," Mr Doetzer advised These efforts are needed, he said, because "Insurance buyers are Frederick J England Jr , president of

In addition, agents and brokers need to automate and they need a not very happy with us They feel forgotten and caught up in the com- Hastmgs-Tapley Insurance Agency Inc
multiple company interface system using common industry standards plex financial issues of our business that they find to be incompre- in Cambridge, Mass, observed during
"if we are to realize the potential benefits of technology and reduce hensible " the round-table discussion that in an

the delivery costs for our clients," Mr Doetzer said "How can an industry that lS on the brink of financial disaster sud- effort to be more efficient, agents are
His point was carried forward at the round-table discussion denly rise, phoenix-like, from the ashes and report enormous profits doing business with fewer insurance
"We have to find a way to represent a multiple company system in and huge bonuses to its managers?" he asked companies than in years past At the

an automated environment," said Frederick J England Jr , president Mr Doetzer recalled that one of his clients spotted news in The same time, insurance companies want a
of Hastings-Tapley Insurance Agency Inc in Cambridge, Mass Wall Street Journal last spring that the chief executive officer of the commitment of more business from

Robert S Seltzer, president of Cohen-Seltzer Inc in Philadelphia, insurance company issuing his coverage had received a seven-figure their agents
commenting on the lack of progress on a multiple company interface salary and bonus The client called Mr Doetzer to comment that "That has the seeds of a solution," he

system, said "At the risk of sounding like a cynic, there is a lot of "now he understood why it was necessary to double his premium said "Hopefully those agents with
hocus pocus about computers I can't buy the opinion that the tech- again this year " larger commitments will be responsi-
nology doesn't exist to do what has to be done The barrier is "I am not questioning the compensation, only the timing," Mr ble "

a political one rather than a technical one There's enough talent Doetzer said It is expensive for both brokers and
and clout that comes to The Greenbrier to get it done," he said "Wecan hardly be proud of these past several years," Mr Doetzer insurers when buyers change markets

In his president's address, Mr Doetzer also called on Insurers to said, citing the change "overnight from a market with seemingly end- In defense of brokers' role in the mar-

allocate more of their resources to improving claims services "Mil- less capacity at any price to a market condition that said our shelves ketplace, Mr Page points out that the
lions of dollars could be saved by the industry by providing immedi- are empty and we have nothing to sell at an affordable price " insurance product lS not brokers' only
ate and fair claim resolution," he asserted "We must keep our prom- Saying that lt lS "unfair to level Criticism at an entire indus- business "We're going to become a risk
ises so that the public perceives a sense of urgency and honesty at the try," he said "Many companies acted responsibly, doing their best services industry," he predicts
time of a claim " to communicate with their agents to maintain market stability in the "There is a fundamental change going

James J Meenaghan, president of The Home Insurance Co in New face of collapsing reinsurance treaties and rapidly rising premi- on," he continued "The entire Industry
York, focused on the quality of insurance company service during ums is becoming more client-oriented We'Ie
the round-table discussion "There's tremendous room to improve "However, there were other companies that took advantage of beginning to recognize that we are not a
services," he said "We don't get policies out There is a question consumers by unreasonably raising prices beyond what was necessary product industry, we are a service in-
of efficiency, timeliness and accuracy " for a sound recovery For the first time in my career I heard nnore dustry " -

Asking the audience, "Are we more accurate, timely, than five, 10 than one corporate client use the term 'greed' to describe some com- Of the five components of risk ser-
years ago?" Mr Meenaghan heard a resounding answer "Worse " panies who took unfair advantage of a market situation, certainly to vices-1-identifiation, analysis, avoid-

Sidney F Wentz, chairman and chief executive officer of Crum & the discre(lit of us all " ance, cootrol and transfer-only tfans-
Forster Inc, also participating in the discussion, said "There is a As a result of the "chaotic pricing and availability swings, the in- fer is product-driven; Mr Page pointed'

*-shortfall of talent in claims and on the actuarial side " surance business is under scrutiny not only by consumers but also by Out

Mr Doetzer also made several other suggestions for how the insur- regulators, legislators and "so-called consumer groups," Mr Doetzer ' f+, = {-- Z,f-*2**29,-AR»«ance industry can "correct our past difficulties and change consumer said
.

. .
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Shell dispute Update
'Shell from the beginning attempted to settle the

Cont:nued from page 1
case and would like to settle the case,' Mr. Hegartytreating it as the case," said Barry

Bunshoft, with the San Francisco says. 'While it is improbable we will have a global Commonwealth suit stayedfirm of Hancock, Rothert & Bun-
shoft, who represents more than settlement, I do not rule out Shell will settle with Cont:nued from page 2
200 Lloyd's of London syndicates some major players. That's a possibility.' However, Judge Haight found that "if Commonwealth wished to
and other London market insurers, be certain of full-scale litigation discovery ln the event of disputes
known as the Froude and com- involving ACIC and these contracts, it could have declined to enter
panies defendants "We think it's into arbitration agreements "
extremely important " 1947 and 1975 So far, Travelers and Shell have

Among the malor insurers named The London market insurers and split tne defense costs in the un- Hall sells Stockton divisionm the Shell litigation are Travelers Lloyd's syndicates known as the derlying Rocky Mointain and
Insurance Co , which wrote pri- Froude defendants by far wrote the McColl litigation, with Travelers STOCKTON, Calif -Frank B Hall & Co Inc, the fifth-largest
mary insurance for Shell, the largest portion of Shell's coverage, paying 55% of the costs and Shell U S insurance brokerage, has sold the Stockton division of Frank
Froude defendants, The Home In- amounting to at least $1 5 billion paying 45% B Hall & Co of California to Allied General Agency Inc , a manag-
surance Co , Fireman's Fund In- In addition, Home wrote about As of last November, Travelers ing general agent based in Scottsdale, Ariz
surance Cos , and American Inter- $70 million in coverage between said it had paid in ercess of $10 Early this year, Hall decided to sell ltS Franchised Dealer Divi-
national Group Inc 1969 and 1978 Fireman's Fund million in defense costs and was mon m Stockton-which markets a large insurance program for

Travelers wrote at least $39 mil- wrote about $45 million in excess paying an additional $500,000 per new car dealers-because the office had lost an undisclosed amount
lion m primary coverage for Shell coverage between 1961 and 1963 month of money (BI, March 23) Hall recorded the write-off In the fourth
on a per-occurrence basis between and between 1969 and 1981 Late last year, Judge Lanam quarter of 1986 Since Hall has written off the operation, the sale

ruled that excess insurers above price will not be reflected in its fourth-quarter 1987 results
Travelers would not have to con- The Stockton office-renamed Allied Dealer Insurance Services
tribute to the defense of Shell in -will provide property and casualty insurance to the automobile
the litigation before Shell's pri- and truck dealer industry on a nationwide basis through 1ndepen-Insurance services guide mary limits were exhausted (BI, dent agents and brokers Allied Dealer Insurance Services will re-
Nov 24,1986) tam offices in Canoga Park, Calif, Portland, Ore, Overland Park,

While the trial lS scheduled to Kan, and Marietta, Ga
begin today, ]ury selection will

HEALTH CLAIMS CASUALTY ACTUARIES, INC. probably not begin for a week or Ex-insurer president soughtRobertFLowe FCAS,MAAA,FCA more while other matters are fina-
COMPUTER SYSTEM · Loss Reserve and Rate Evaluations for lized, such as jury instructions, CHARLESTON, W Va -An arrest warrant has been issued for
FOR IBM PC XT/AT

Insurance Companies and Self-Insureds which documents should be stipu- Luther L Britt, the former president of Quality Insurance Co of· Statutory letters of opinion on loss and
lated as exhibits and other matters, Fairmont, W Va, a state law enforcement official confirmedloss expense reserves

Eligibility & Benefits Calc, Checks, 12115 Lackland Road, Suite 370 attorneys say Mr Britt was indicted in Marion County Circuit Court in June on
EOB's, Correspondence, Provider Utili- St Louis, Missouri 63146-4012 In addition, a court-ordered set- one count of embezzlement related to his alleged sale at depressed

(314) 878-5002zation Review, & More Ideal For Self tlement conference is scheduled for prices of Quality-salvaged automobiles, according to Monty Brown,
, next week, but attorneys for insur- Marion County prosecuting attorneyInsured's & TPA's Single and Multi-

TOXIC CHEMICALS ers say that the possibility of a A trial had been scheduled to start Sept 15, he said However,User Versions Available
HAZARD IDENTIFICATION settlement is unlikely law enforcement authorities have been unable to locate Mr Britt,INSTALLATIONS COAST TO COAST ENVIRONMENTAL IMPACT "From everything that I have and he now lS considered a fugitive, Mr Brown saidALL FUNCTIONS AND FEDERAL INVESTIGATION AND EXPERT TESTIMONY heard lt lS unlikely :here will be The West Virginia Insurance Department petitioned for Quality'sFORMS HAROLD I. ZELIGER, PhD. any settlement," Mr Lathrop saidCHEMICAL & ENVIRONMENTAL SERVICES liquidation Sept 17 A court hearing on the petition iS scheduled

Insurance Software 18 Spring Hill Terrace "It i a settlement) seems unlikely for Tuesday (BI, Oct 5)
Spring Valley, NY 10977 at this time," agreed Donald Rees,Packages, Inc. (914) 356-9448 with the San Francisco firm of Court stays Fed bank ruling5118 NORTH 56H STREET Gordon & Rees, who represents

TAMPA, FLORIDA 33610 Use the Insurance
several excess insurers NEW YORK-The 2nd U S Circuit Court of Appeals last week

According to Mr Bunshoft, the stayed a Federal Reserve Board ruling that would have allowed two(813) 621-6069 (FL) Services Guide to attorney for the Froude defen- Indiana-chartered banking affiliates to sell insurance despite a fed-
(212) 619-2470 (NY) dants, Shell's settlement demand eral moratorium on such activity

(800) 237-8133 (U.S.) reach your best in the case is $1 3 billion, which A group of four agency associations and one underwriters' asso-
insurers have dismissed out of ciation filed suit Sept 18 against the Federal Reserve Board

prospects. hand "The chances of settlement after the Fed allowed the two banks, owned by Merchants National
are remote," he said Corp of Indianapolis, to resume insurance sales

Shell's Mr Hegarty would not The plaintiffs, under the banner of the Alliance for Separation of
TEMPORARY CLAIMS ADJUSTING SERVICES comment on that figure "Shell Banking & Insurance, argued that allowing bank holding com-

from the beginning attempted to panies to sell insurance despite the moratorium on bank insurance

C
Servicing Claims Nationwide In: settle the case and would like to sales until March 1, 1988-established under the Competitive
Workers' Compensation settle the case," he said "While it Equality Banking Act of 1987-could cause "irreparable harm" to

is improbable we will have a global agentsLongshore and Harbor Workers' Act settlement, I do not rule out Shell The plaintiffs also argued that the Fed ruling, in effect, legiti-Properly/Casualty
will settle with some major play- mized the so-called "South Dakota loophole" in the Bank HoldingInside and Field Adjusters ers That's a possibility " Company Act, which bankers claim allows them to sell insurance

Shell filed ltS declaratory ludg- through state-chartered subsidiaries if state law allows itClaim Net is not an employment agency. so there is NO FEE
FOR PERMANENT HIRING ment action against the insurers The suit was filed by the Independent Insurance Agents of

C/aim Net 4330 Barranca Pkwy., Suite 220, Irvine, CA 92714 on Oct 5, 1983, asking the court to America, the National Assn of Casualty & Surety Agents, the
rule on coverage for cleanup costs National Assn of Professional Insurance Agents, the National

(800) 55 -CLAIM (IN CA) • (800) 99 CLAIM (OUTSIDE CA) | imposed on the oil company by the Assn of Surety Bond Producers and the National Assn of Life
U S Environmental Protection Underwriters

Agency, the U S Department of The plaintiffs' arguments were supplemented by a brief filed by
the Army and the California De-DO-IT-YOURSELF PRECERTIFICATION six members of the Senate Banking Committee, including Chair-
partment of Health Services (BI, man William Proxmire, D-Wis

A Must for Medical Plan Administrators Nov 7, 1983)

The agencies, under a variety of New charges set in IMC caseTime-tested, practical, simple and effective Gains nearly all of the state and federal laws, notified
potential savings with no liability Secret Is this' budget and estimate Shell of its potential liability for MIAMI-The former president of insolvent International Medical
length of stay but do not debate issue of medical necessity, control response measures at the 27-square Centers Inc of Miami is facing four additional counts of conspiracy
this by retrospective review, take only the built-In advantages of the mile Rocky Mountain Arsenal and wiretapping m an indictment returned by a federal grand jury
"sentinel effect " northeast of Denver and the six- last week

acre McColl site in Fullerton, Miguel G Recarey Jr, who founded the HMO in 1972 and ac-ACS has operated such a program successfully for over 3 years Calif quired it in 1977, was indicted earlier this year on five counts ofEnormous advantages in not dealing with outsiders ACS savings The Rocky Mountain Arsenal in- conspiracy, bribery and obstruction of Justice for his alleged role in
have exceeded estimates of outside precertifiers. stallation has been used by the attempting to secure a health care contract with the South Florida
PACKAGE (instructions, forms, start-up telephone help) $400 Army to manufacture and store Hotel & Culinary Employees' welfare fund (BI, May 11)

chemical weapons, including nerve The earlier indictment named Mr Recarey's brother Jorge, Anto-
gas, starting in 1942 From 1947 nio Fernandez, former president of AFL-CIO Local 355 of the Hotel
until 1982, Shell and a predecessor and Restaurant Employees Union, and Mariano Villa Del Rey, for-

Temporary Claims Examiners company, Julius Hyman & Co , mer director of personnel for Doral Properties of South Florida
Qualified, experienced medical & dental claims examiners are available leased buildings at the' *senal to Those three were not named in last week's indictment
nationwide to assist you with claims processing. produce pesticides IMC once was one of the country's largest HMOs, but by year-end

In December 1983, two months 1986 was $3 8 million short of the state's $5 million surplus re-On-site or off-site staff is available during regular hours, after hours and
after Shell filed its zoverage law- quirement, according to the Florida Insurance Departmenton weekends Employee skills are exactly matched to your requirements
suit, the federal government suedin either group or individual claims on both manual and on-line pr>
Shell for $1 9 billion in damagescessing systems
to the environment a: the arsenal Briefly noted

As the leading national firm devoted exclusively to temporary assistance At the same time, the state of Alexander & Alexander Services Inc signed a definitive agree-
in claims processing, we have been the proven answer to claim backlog Colorado sued Shell for soil and ment on Oct 7 for the sale of Evanston, Ill -based Shand, Mora-
problems for over 300 companies. Call us to find out abouthow we can be groundwater contamination at the han & Co. Inc. to a group of Investors that includes Shand officers,
a part of your solution same site, seeking damages of up Markel Corp and Fairfax Financial Holdings Ltd (BI, Sept

to $50 million per release of haz- 28) Bel-Aire Insurance Co of St Louis last week filed a lawsuitClaim Services Resource Group, Inc.
800-331-5039 • 214-701-0606 (In Texas) ardous substance The U S Army in U S District Court in Des Moines, seeking clarification of

is also named in that suit (BI, Dec the 1986 amendments to the Risk Retention Act's definition of
19, 1983) where a purchasing group lS considered located, and therefore,

For advertising information in the INSURANCE SERVICES GUIDE Both actions were filed m US what state can regulate the insurer providing coverage to group
Contact: Margaret Hikido, 740 Rush Street, Chicago, Illinois 60611. District Court in Denver under the members (BI, Sept 14)

Telephone (312) 649-5340 Comprehensive Environmental Re-
Continued on nert page



Business Insurance, October 12, 1987 / 47

Continued from premous page environmental consequences," said Barry • Whether cleanup of the environment documents consisting of about 60,000 pages
sponse and Liability Act of 1980, better Ostrager, with the New York firm of Simp- under the Superfund Act lS considered prop- had been entered into the computer system
known as the Superfund Act, which requires son, Thatcher & Bartlett, who represents erty damage that lS covered under liability In addition, about 3,000.trial exhibits may
removal of hazardous wastes that were gen- Travelers policies be entered into evidence

erated, transported or stored by private in- "Now, when Shell lS called upon to return • The number of occurrences that took Construction costs to convert the Crest-
dustry its 111-gotten profits from conducting ltS Op- place, the trigger of coverage and which po- moor School came to about $300,000, which

In 1985, a federal Tudge ruled that Shell erations in such a scandalous fashion, Shell licies should respond to the losses attorneys for both sides are paying, Mr Slo-
and the U S government were both liable for wants to transfer ltS financial responsibility • Whether cleanup costs are considered cum said
cleaning up the Rocky Mountain Arsenal for its conduct to its insurers We're not "damages" under liability policies In addition, San Mateo County is paying

An attorney for the U S Justice Depart- going to let that happen," Mr Ostrager said Another issue in the trial involves the po- $7,000 a month rent to the school district for
ment said last week that progress lS being As evidence of Shell's knowledge of the tential liability of 011 Insurance Ltd , a Ber- use of the school The county will be submit-
made in settlement discussions with Shell on pollution, Mr Williams said that thousands muda-based mutual insurance company ting monthly bills to the various law firms
cleaning up the arsenal site of ducks died at a pond at the arsenal be- owned by Shell and 34 other petroleum com- involved to recover costs for staff time,

A spokeswoman for the arsenal cleanup tween 1950 and the 1980s and that insurers panies equipment the county has purchased and
project said that the Army estimates the cost have evidence Shell attempted to cover up Shell loined OIL in 1976, and some of supplies, Mr Slocum said He estimated
to clean up the site in 1984 dollars lS $764 from authorities the fact the ducks were Shell's liability insurers contend that if in- these costs at $17,000 a month
million, though that estimate could change dying surers are held liable in the years Shell "While the financial impact has been hard
depending on the results of a remedial inves- "We're going to produce evidence Shell bought umbrella coverage from OIL, they on San Mateo County, we are making the
tigation and feasibility study that lS under knew wildlife was dying due to exposure in should be considered excess of OIL in those best of the situation," Mr Slocum said I
way the ponds but covered lt Up," Mr Bunshoft years

However, one estimate placed the cost of said However, Raoul Kennedy, an attorney for
cleaning up the site at between $5 billion In addition, Mr Williams said that there OIL, said that the insurer does not owe cov- Bl Insurance Index
and $8 billion was evidence from the early 1950s that the erage because problems at the arsenal com-

And, some attorneys say the state of Colo- contaminants in ground water migrated off menced before 1976, and under the wording 9.
rado is seeking to recover several billion dol- the arsenal site and destroyed crops of of the OIL policy these problems are not co- 5 530
lars for the cleanup and other costs nearby farmers and that Shell knew about vered

Attorneys and spokesmen for the state these occurrences In addition, OIL contends that if OIL's , 320
could not be reached for comment Mr Hegarty, Shell's attorney, said that a coverage is held to be triggered, it is excess S1S

The coverage trial will be held in various malor issue was "Shell's knowledge of the of the other liability insurers, said Mr Ken-
phases that are tentatively set to address circumstances and the significance that nedy, with the San Francisco firm of Crosby,
issues of lost policies, what disputed terms in Shell reasonably attributed to those circum- Heafey, Roach & May

- 486the policies mean, whether there is coverage stances," with more emphasis on the latter The trial is the second massive insurance
5 490

for events that occurred at the Rocky Moun- -Our position is that over 30 years, we may coverage trlal to take place in the San Fran- 4S 465tain Arsenal and at the McColl site and other have known of circumstances, such as the cisco area in the past few years 7 400
issues, such as the trigger of coverage and ducks, but that is no reason for Shell to at- On March 4, 1985, five asbestos producers 4 4%
the number of occurrences and deductibles tribute significance" to them or to to inform and their insurers began a trial in San Fran- , 170 i
that apply authorities or insurers, he said, noting that cisco Superior Court over coverage for as- * 465

Attorneys say that virtually every coverage the Superfund Act did not become law until bestos claims Jr
4CO

issue that has arisen in similar litigation will 1980
5E

That trial is still going on in a high school ' 155 li
come under scrutiny "They all will be liti- .2"Insurers contend Shell willfully, mali- auditorium to accommodate the many teams 150

gated in this case," said Richard Williams, ciously and intentionally polluted the en- of attorneys Involved S. 4*Ye
with the Beverly Hills, Calif, office of Fin- vironment I don't think anybody is going to But St Paul's attorney Mr Lathrop said
ley, Kumble, Wagner, Heine, Underberg, believe that Shell did that," Mr Hegarty that while there are similarities between the f
Manley, Myerson & Casey, who represents said Shell trial and the asbestos litigation, the Industry stocks followed the rest of the mar-
The Home In addition, Mr Hegarty said that the in- Shell case is very different ket last week and took a nose dive, as the

"It is the first case that is exhaustive on surers changed their interpretation of the "It's a totally different situation" than as- Business insurance stock index fell 4.9 points
the spectrum of 1SSUeS likely to come up policies bestos, Mr Lathrop said "There are differ- to 491.8 on Oct. 8 from 496.7 on Oct. 1. Ad-
Every conceivable issue Will be litigated," "Insurers sold insurance based on one rep- ent issues and different laws and no bodily vancing issues were led by: Frank B. Hall &
Mr Mallen added resentation as to the meaning of the policy, injury " Co. Inc., up 9.1%; Tokto Marine & Fire Insur-

Insurers contend that a ma]or issue in the and when the claim arose, put forth another One similarity, however, is that like the ance Co. Ltd., up 5.4%; Fireman's Fund Corp.,
litigation will be Shell's alleged knowledge meaning," he said asbestos coverage cases, the Shell trial has up 4.9%; Siebels Bruce Group Inc., up 4.8%;
that it was polluting the arsenal over a long He explained there is evidence to show in- been moved to a makeshift courtroom at a and Business Men's Assurance Co., up 4.0%.
period of time and its attempts to cover up surers described to regulatory authorities nearby high school Declining issues were led by: Reinsurance
those actions Becauhe such acts are not for- and brokers that only intentional pollution The Shell trial will be held in a theater at Rensurance Ltd., down 9.3%; Statesman
tuitous, they are not covered by insurance, was to be excluded by the pollution ex- Crestmoor High School in San Bruno, Calif, Group Inc., down 8.5%; Protective Corp.,
the insurers charge clusion clause but are now arguing that the which has undergone substantial renova- down 7.5%; Sears Roebuck & Co., down 7.2%;

"The most important 1Ssue 8 whether policies excluded the intentional releases of tions prior to the trial and Baldwin & Lyons Inc., down 5.9%. The
Shell expected or intended the damage at the pollutants-a crucial difference To convert the theater into a courtroom, most active issues during the period were:
Rocky Mountain Arsenal," said Mr Wil- Shell is contending that all of ltS hability the theater was gutted and completely re- Aetna Life & Casualty Co., 5.5 million shares
hams "If they did, there is no coverage insurers are Jointly and severally liable for done A Judge's chambers, a lury room and traded; Sears Roebuck & Co., 3.5 million

"We believe the evidence will establish indemnity from the time any pollution began lounges were built and practically one wing shares traded; ITT Corp., 2.6 million shares
Shell was a knowing and active polluter at at the various sites until it ended of the school was turned Into offices for at- traded; and The St. Paul Cos. Inc., 2.3 million
the Rocky Mountain Arsenal for 30 years of Among the numerous other issues that the torneys and their staff, said San Mateo shares traded. The Business Insurance index
operation and there lS no coverage because trial will address are County Clerk/Recorder Warren Slocum fell 1.0% for the week, less than the leading
of this," he said • The application of the pollution exclu- The operations will be computerized, with market indicators: The Dow Jones 30 Industri-

"To maximize their short-term profits, sion clause that was included in many poli- attorneys, Judge Lanam, the witnesses and als average dropped 122.56 points, a 4.6% de-
Shell conducted ltS chemical manufacturing cies beginning in the early 1970s the jury having access to thousands of doc- cline; the Standard & Poor's 500 average fell
operation at the arsenal in utter disregard of • Whether Shell provided late notice of uments and exhibits via nine computer ter- 13.16 points, a 4.0% decline; and the New
the environmental consequences of its ac- the claim to the insurers and concealed cer- minals York Stock Exchange composite average lost
tions and with full knowledge of the adverse tam information As of last week, between 5,000 and 6,000 6.64 points, a 3.6% decline.
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BROKERS

Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value

Durham Corp OTC 2800 09 12 34.00 27.25 17 092 33 183 26.15 107

Alexander & Alexander Svcs NYSE 27.50 14 38 3200 2238 353 100 36 243 298 923 Farmers Group Inc OTC 4875 10 258 51.00 38.75 894 120 25 148 1995 2.44

Baldwin & Lyons Inc OTC 1600 59 273 2700 1725 0 020 13 64 1640 098 Fireman s Fund Corp NYSE 3738 49 64 4275 3350 1329 0.40 11 148 2355 1.59

Cartoon & Black Corp NYSE 3250 16 *04 3725 2663 214 084 26 151 6 31 5 15 Fremont Gen Corp OTC 1450 33 101 2050 14.50 113 060 41 14 8 1675 087

Gallagher Arthur J & Co OTC 1963 -42 252 31 00 19 00 454 040 20 148 481 408 Home Group Inc NYSE 1775 14 155 2488 1738 297 020 11 39 1630 109

Halt Frank 8 & Co NYSE 900 91 379 1900 763 198 000 00 14 8 000 MA Hanover Ins Co OTC 3450 07 87 3725 2950 37 0.36 10 79 2091 1.65

Marsh & McLennan Cos Inc NYSE 61.75 46 16 7200 5600 499 240 39 160 5.14 1201 Hartford Steam Boiler OTC 29.25 33 241 3663 2350 31 100 34 121 10.17 288

Poe & Assoc Inc OTC 1000 00 167 000 000 0 040 40 97 057 1754 Kansas City Ute OTC 3075 24 194 31.50 2575 0 000 00 121 000 N/A

BROKERS AVERAGE 44 146 25 143 Kemper Corp OTC 3050 54 220 3875 2500 538 060 20 97 2348 130

Liberty Corp S C NYSE 5025 52 367 5300 36.50 13 080 16 195 1996 252

CONGLOMERATES & HOLDING COMPANIES Uncoln Nat ICorp NYSE 5175 24 116 60.50 44.38 222 2.16 42 104 4485 115

NAC Re Corp OTC 2500 31 48 000 000 55 0.00 00 321 18.12 138

Nobel Ins Ltd OTC 1300 37 200 1850 1075 117 000 00 321 904 1.44

Berkley W R Corp OTC 2650 19 10 000 000 115 028 11 75 1372 1.93
Northwestern Nat I life OTC 28.88 13 68 3238 2400 120 096 33 81 3326 087

Berkshire Hathaway Inc OTC 4072.00 15 444 -379200 251000 87 0.00 00 280 6253 423
Ohio Cas Corp OTC 4400 17 139 49.25 3850 86 1.68 38 108 2680 1.64

CIGNA Corp NYSE 6625 06 20 5 6950 5500 601 280 42 85 4201 158
Old Aep Int I Corp OTC 2775 35 14 3363 2363 118 0 74 27 93 1980 1.40

CNA Fin I Corp NYSE 6188 31 151 64.38 47 25 366 000 00 126 42 71 1.45
Orion Cap Corp NYSE 2200 00 189 31 00 20.00 58 0.76 35 93 939 234

General Re Corp NYSE 6038 30 88 6888 4763 907 100 17 162 2347 257
Phoenix Re Corp OTC 1000 00 231 14.63 1000 11 000 00 93 000 N/A

ITT (Harlord Group) NYSE 62.13 22 164 6638 5000 2587 100 16 137 4408 1.41
Protective Corp OTC 1550 75 139 21.25 1238 45 0.70 45 134 1651 094

Sears Roebuck & Co (Allstate) NYSE 4863 72 223 59 50 39 88 3508 200 41 118 3294 148
Provident Life & Acc Ins Co OTC 21.88 22 112 28.75 19.13 233 084 38 171 2700 081

Transamerica Corp NYSE 41.13 54 260 5138 3150 811 184 45 84 2694 153
St Paul Cos Inc OTC 5413 02 345 55.00 40.25 2260 176 33 100 29.89 181

CONGLOMERATES AVERAGE 12 193 22 133
SAFECO Corp OTC 3375 43 262 3650 2438 902 096 28 117 1968 1.71

SCOR US Corp OTC 1200 00 43 1625 1100 65 000 00 110 808 149

INSURERS Se,bels Bruce Group Inc OTC 16.25 48 102 1900 14.25 70 080 49 108 11.88 137

Selective Ins Geup Inc OTC 2475 00 138 27 50 21 00 67 1.08 44 79 1602 1 54

Aetna Life & Cas Co NYSE 60.13 44 62 68.13 5575 5511 276 46 85 44.75 1.34 Statesman Gioup Inc OTC 538 85 133 350 194 79 005 09 79 519 104

American General Corp NYSE 3650 52 10 44.75 34 88 1050 125 34 98 27.13 135 Tok,o Manne & Fire Ins OTC 7300 54 306 10338 6388 1199 0.19 03 61 9 o on N/A

Amer Hentage Ute Invt NYSE 2875 17 120 3400 2575 2 096 33 14 2 20.37 1.41 Torchmark Corp NYSE 3075 24 183 3675 2375 482 100 33 110 1301 2.36

Amer Indty Fin 1 Corp OTC 1400 18 222 1900 1275 8 056 40 14 2 2040 0 69 Travelers Corp NYSE 44.50 14 -03 5263 41 50 671 228 51 92 4503 099

American Int I Group Inc NYSE 77 75 22 272 8375 6000 1279 030 04 155 2902 2 68 Trenwtck Group Inc OTC 1300 37 21 2 19.13 1150 19 000 00 160 1383 094

Aneco Reins Ltd OTC 363 93 704 438 2.13 13 000 00 155 193 188 United Fire & Cas Co OTC 3050 16 76 3300 2650 42 096 31 89 1832

Aon Corp NYSE 2800 18 61 29.88 23 25 135 1.20 43 97 1523 1 84 United States Fid & Gly NYSE 39.88 03 03 4875 3700 979 248 62 85 20.19

Argonaut Group OTC 4788 19 1280 52.13 21 00 217 0 00 00 14 7 14 60 3 28 UNUM Corp NYSE 2375 11 116 31.38 2038 1052 040 17 85 2681 089

AVEMCO Corp NYSE 2300 32 124 2525 1325 15 028 12 145 694 3 31 USLIFE Corp NYSEE 3925 13 98 47 63 34.75 86 112 29 100 4309 091

Belvedere Corp 588 -41 31 9 9.13 475 4 001 02 145 6 71 0 88 WashIngton Nat I Corp NYSE 3563 29 113 3788 2325 64 1.08 30 208 3280 1.09

Business Mens Assurn Co

AMEX

OTC 4525 40 748 000 000 209 110 24 145 2215 2 04 Zenith Nat I Ins Corp NYSE 21 50 06 189 2400 21.13 28 0.80 37 208 11.19 192

Chubb Corp NYSE 6675 31 12 7 7350 5375 572 1.88 28 94 3952 169 INSURERS AVERAGE 11 85 25 136

Continental Corp NYSE 4650 22 39 5488 4038 1091 260 56 92 41 62 112 ALL COMPANIES AVERAGE 10 73 25 137

System design MPACT Securities
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There's one thing
you can predict about

the unpredictable:
The Hartford will be there.

Unlike many insurance companies, The Hartford han-
dles its own claims through hundreds of offices around
the country So when you need us, we get there fast.

Of nearly a million and a half claims handled during a
recent year, we settled 99.99% satisfactorily That's because
The Hartford takes its obligations very seriously The ob-
ligation not only to pay for covered accidents and disas-
ters, but to take every appropriate step to lessen the

huma and financial impact of
those losses.

Res-oonsive claims service is one

more reason independent agents and

their business customers *A 1@h
urn to us, year after year. ar

dS i hey get our best, and so will you.
THE HARTFORD That's what makes the difference.
The Insurance People ofITT The Hartford difference.

When you need us most, we're at our best.


