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Marine underwriters joined the crowds on Tokyo streets during the last month's IUMI conference.

Marine underwriters say
rates must be increased

By STACY SHAPIRO

TOKYO-Marine underwriters-noting the
higher rates, reduced capacity and tougher policy
conditions in other lines of com-

mercial property/casualty insur- 
ance-say it's time for the hull A IUMI 1
and cargo insurance markets to 08(YO 1985 
harden.

The underwriters, who gath- tfiilered in Tokyo last month for the IVIII
annual International Union of

Marine Insurance conference, say
quick action is needed to get marine underwriting
back on track.

Besides increasing hull rates beyond the current
6% annual price hikes, hull insurers say they must
exercise more control over the way hull risks are

written.

For instance, some suggest that the insured values
of hulls should be cut to the ship's current value in
the now-depressed world shipping market, rather
than the value of the ship at the time it was con-
structed.

In addition, hull underwriters say they may take
part in the evaluation of the condition of a vessel.
Currently, various classification societies around the
world determine the condition of a ship, and insur-
ers base their underwriting decisions on that cri-
teria.

Cargo underwriters have similar concerns. They
note that the marine cargo insurance market has not
yet begun to tighten, with insurers still offering low
rates and high levels of capacity.

Cargo insurers also say they should restrict the
Continued on page 28

update

GAF wants tobacco firms
included in asbestos suits

SAN FRANCISCO-GAF Corp., a
defendant in hundreds of asbestos in-
jury lawsuits, has filed cross-com-
plaints in several courts asking that
tobacco companies be named as co-de-
fendants in the suits.

GAF, based in Wayne, N.J., filed
approximately 170 cross-complaints
in San Francisco-area county courts
in cases where plaintiffs claiming as-
bestos injuries smoked cigarettes.

Continued on next page

RIMS says changes
to claims-made form

still not adequate
By ROBERT A. FINLAYSON

The Risk & Insurance Management Society says recent major revisions
to the proposed claims-made commercial general liability policy still do not
make the form acceptable to insurance buyers.

The five revisions, which are still only in draft form, change the trigger
of coverage; establish a five-year, automatic extended claims reporting
period for known occurrences; limit when an insurer can advance the
retroactive date of a policy; provide for the reinstatement of the aggregate
limits of the policy for tail coverage; and control how tail coverage can be
priced.

While RIMS welcomes the changes announced Oct. 4 by the Insurance
Services Office, "what's on the table is not acceptable to RIMS," said Jon
Harkavy, the society's director of governmental affairs. RIMS hopes to
negotiate further changes in the policy at a meeting with ISO on Oct. 21, he
said.

Meanwhile, insurance regulators, noting that ISO did not make all of the
changes they had requested, have not endorsed or rejected the new revi-
sions, pending the outcome of an Oct. 17 meeting with ISO officials.

Robert F. Heisler, assistant deputy director·of the Illinois Department of
Insurance, says as many as 27 state insurance commissioners may attend
that meeting, which is being organized by Illinois Insurance Director John
E. Washburn.

Despite these upcoming discussions with buyers and regulators and the
fact that its CGL proposals have only been approved in 27 states so far, ISO
says both its new claims-made and occurrence policy forms will be imple-
mented on schedule on Jan. 1, 1986, without any further revision of the
forms before that date.

There is "no way further changes or modifications or enhancements are
going to be made before the program goes into effect Jan. 1," said an ISO
spokesman. "Further refinements, if any, would have to come after the
program is implemented."

Although ISO is still drafting the exact language of the final forms-and
will not likely file the newest forms with state insurance departments until
the end of the month-ISO says the revisions will include:

• Changing the claims-made coverage trigger to provide coverage for
claims made verbally during the policy period. This removes the require-
ment that claims be made in writing to the policyholder or insurer.

• Automatic tail coverage for claims made within five years of the pol-
icy period for claims stemming from occurrences that are reported to the

Continued on page 6

NAIC to study conduct of three insurers
By CAROL CAIN

DENVER-Three Pennsylvania-domiciled
insurers are being targeted for special market
conduct examinations by the National Assn.
of Insurance Commissioners.

The examinations are an unprecedented
move by state insurance regulators, who are
under pressure from legislators and consum-
ers to solve the property/casualty insurance
availability problems.

The special market conduct exams will
look into several controversial insurer prac-
tices, including midterm cancellation of poli-
cies, cancellation of entire books of business

and inadequate notices of non-renewal.
"We're not looking at insurers in financial

More buyers joining forces
to create casualty capacity

Page 2

difficulty that are trying to survive," ex-
plained David Gates, Nevada's insurance
commissioner and chairman of the NAIC's

Western Zone.

"We are afraid that some insurers have

shown a marked lack of thought in under-
writing guidelines and their application," Mr.
Gates added.

"We will be looking at their cancellation
practices in addition to the existence and
quality of their reinsurance programs," he
said.

The three insurers targeted for the special
exams are:

• Insurance Co. of North America in Phil-

adelphia, a CIGNA Corp. subsidiary.
• National Union Fire Insurance Co. of

Pittsburgh, Pa., a New York-based unit of
American International Group Inc. that is
domiciled in Pennsylvania.

• Colonial Penn Insurance Co. of Phila-

delphia, a subsidiary of The Colonial Penn
Group Inc.

These three insurers were chosen based on

a survey of 16 state insurance departments in
the NAIC's Western Zone, which includes
Alaska, American Samoa, Arizona, Califor-
nia, Colorado, Guam, Hawaii, Idaho, Mon-

tana, Nevada, New Mexico, Oregon, Texas,
Utah, Washington and Wyoming.

The Western Zone members met Oct. 2-3

in Denver to focus on management of state
insurance departments.

However, NAIC President Bruce Foudree,

House panel votes to retain
comp benefits' tax-free status
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who also is Iowa's insurance commissioner,
asked that part of the meeting be spent de-
veloping a consensus on appropriate re-
sponses by the states to the increase in mid-
term policy cancellations, midterm premium
increases and the unavailability of some 15 to
20 lines of insurance. The lines of coverage
include day-care liability, municipal liability,
liquor liability, commercial auto and medical
malpractice coverages.

During that discussion, regulators agreed
to call for the special market conduct exams,
which are slated to begin Dec. 2 and should
take about four weeks to complete.

The Western Zone members will meet

again during the NAIC's annual winter
Continued on page 4

Proposal would allow workers
to delay pension asset reversions
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update More buyers joining forces
GAF acts to name tobacco firms to create casualty capacity
Continued from previous page

Arguing that smokers who are exposed to asbestos are more vul-
By STEVE TARAVELLA outside reinsurance support, perhaps by the end of ltS

nerable to lung disease, the cross-complaints ask that the tobacco
first year of operation, he sayscompanies be liable for a percentage of any awards against GAF

Risk managers in various industries continue to cre- Participation in the pool is limited to Reiss clients
Tobacco companies named in the cross-complaints include

ate their own casualty insurance capacity to counteract Also, a company must be a shareholder of Tortuga to
American Brands Inc, American Tobacco Co, Philip Morris Inc,

the restrictive prices and limits of liability coverage insure its risks with it and, conversely, cannot invest in
Brown & Williamson Tobacco Co, Liggett Group Inc and R J available in the commercial market the pool if it does not purchase insurance from it
Reynolds Tobacco Co

More than 20 companies, whose business ranges from All but one or two of the companies that were com-
The cross-complaints also seek to bring in other, as yet unidenti-

chemical manufacturing to paper production to heavy mitted to join the pool as of last week were U S -based
fied co-defendants, including tobacco retailers, advertising agencies manufacturing, are contributing about $150,000 each to and will participate in the pool through their captive
and tobacco company employees

capitalize an excess casualty underwriting pool, named insurance company subsidiaries, Mr Ryan saysGAF was not joined in the cross-complaints by other asbestos de-
Tortuga Casualty Co Tortuga will write excess umbrella liability coveragefendants and didn't discuss the actions with other defendants, said

This will make them shareholders as well as policy- on a claims-made basis, and it will cover such hard-to-
Warren George, a San Francisco lawyer representing GAF

holders of Tortuga, which initially will provide cover- insure exposures as third-party damage from sudden
A GAF spokesman refused to comment on whether the company

age of $25 million excess of $50 million and accidental pollution
would file similar cross-complaints in asbestos injury suits pending

The insurer, which will be domiciled in the Cayman Such coverage is to be excluded under the new com-in courts outside the San Francisco area
Islands, is expected to open its doors in January with $3 mercial general liability forms to be introduced by the
million to $4 million in capital, according to Jack Ryan, Insurance Services Office next yearIllinois acts on insurance crisis senior vp at American Risk Management Inc in Fort The new pool will not, however, cover gradual pollu-
Lee, N J tion losses, Mr Ryan says

CHICAGO-Illinois House Speaker Michael Madigan, D-Chicago,
ARM is the U S subsidiary of The Reiss Organiza- While the pool initially will not provide directors and

and the Illinois State Chamber of Commerce are taking separate
tion, Tortuga will be managed by Reiss' Cayman Is- officers liability coverage-another headache for risk

steps to deal with the rapidly increasing costs and limited availabil-
land subsidiary, Transnational Risk Management managers-it may in the future, Mr Ryan speculates

tty of certain lines of property/casualty insurance
Ltd Premiums will be based on Individual companies'Rep Madigan earlier this month named three state representa-

By pooling the resources of its shareholder com- exposure and loss history Underwriting will be donetives as co-chairmen of a task force to be formed to examine com-
panies, Tortuga (Spanish for turtle, an animal often as- by Transnational in Grand Cayman

plaints from individual and commercial insurance buyers
sociated with the Caymans) will amass an initial capac- Meanwhile, 18 businesses in the chemical industry

The task force is expected to make recommendations when the
ity of at least $25 million, Mr Ryan reports have commissioned Risk Planning Group in Darien,

Illinois Legislature reconvenes in January However, some observ-
It hopes to increase that to $50 million by attracting Continued on page 38

ers say the urgency voiced by muncipalities and small businesses
could spur the Legislature to take some action this week during a
special session to consider legislation vetoed by the governor

Meanwhile, the Illinois State Chamber of Commerce is devel-

oping a program to help ltS 6,000 members with Insurance-related California to deny AIDS exclusion
problems The program W111 Include initiatives in tort reform and

By STEVE TARAVELLA insure their benefit programs if AIDS claims wete
the close monitoring of insurance-related legislation Seminars and not excluded by Blue Cross
direct services to help businesses with insurance problems also are

SAN FRANCISCO-The California Insurance According to Blue Cross Vp Leona Butler, a Cen-
planned, with the first seminar scheduled for Jan 22 In Chicago Department says it will deny a request by Blue tral California business whose employees are en-ISCC President Lester W Brann Jr said that if the thrust of the

Cross of California to offer a group health insurance rolled in BC's Prudent Buyer Plan was "very dis-
state government's action "is getting some reins on the civil Justice policy that would exclude coverage for AIDS and turbed" at the AIDS-related expenses of an em-
system," the chamber would add its support other sexually transmitted diseases ployee's son and "pretty much demanded that we

"But we would be concerned if the task force would propose a
The department last week was formulating its of- exclude it (in the future) "

need to control insurance rates," Mr Brann said, noting a survey of ficial response to Blue Cross, reports Peter Groom, The man's treatment cost the plan about $59,000,
ISCC members released last week in which 67% of the respondents

an attorney for the department in San Francisco Ms Butler said
said they want no government regulation of insurance rates

Such changes in group insurance contracts must be Blue Cross does not endorse an AIDS exclusion,

Gloria losses set at $340 million
approved by the department, he said she said, adding "to say we won't cover AIDS is like

The clause was to be applied only to those policy- saying we won't cover cancer " However, the in-
holders that requested it, not to all policyholders surer suspected it would lose the account if it didn't

NEW YORK-The insured property damage from Hurricane statewide, according to Blue Cross seek approval for the exclusion, she explained, de-
Gloria has been estimated at $340 million by the Property Claim "We believe someone eligible for benefits clining to identify the employer
Services division of the American Insurance Services Group Inc

shouldn't be denied them Just because it happens to When told of the department'S decision last week,
And, as a result of the losses from Gloria, catastrophe losses be AIDS or because he got it through circumstances Ms Butler replied, "Good for them"

through the first nine months of 1985 are estimated at $245 billion
that (someone doesn't) approve of," says Mr Groom. Excluding a life-threatening or terminal illness

The insurance Industry designates an event a catastrophe when the
"There is no Justified reason for excluding cover- from group health policies in California would be

insured loss is erpected to exceed $5 million
age for this while covering lung cancer and alcohol- "unprecedented," says the department's Mr Groom.

With the Gloria losses, 1985 becomes the worst year ever for ca- related diseases, which can be related to lifestyle " An AIDS patient is expected to incur an average
tastrophe losses, topping the previous record of $2 3 billion set in

He says it is the department's understanding that of $140,000 in medical bills between the time the
1983 Last year, catastrophe losses totaled $1 55 billion

Blue Cross was reluctant to submit the exclusion for patient is diagnosed with the illness and his or her
Gloria hit North Carolina, Virginia, Maryland, Delaware, Penn-

approval, but the insurer was pressured Into the fil- death, which usually comes within two years of
sylvania, New Jersey, New York, Connecticut, Rhode Island, Mas-

ing by several policyholders that threatened to self- diagnosis (BI, Sept 30)
sachusetts, New Hampshire, Vermont and Maine on Sept 26 and 27
(BI, Oct 7)

The damage estimate does not include losses insured under the
National Flood Insurance Program House panel votes to retai n
Manville, Keene settle suits

DENVER-Manville Corp has settled with another of its liability
insurers with which it is litigating in a San Francisco state court comp benefits' tax-free statu s
over insurance coverage for asbestos claims

The company reached agreement Sept 27 with Highlands Insur-
By JERRY GEISEL and CAROL CAIN coalition that opposes the taxation of work comp bene-ance Co, which agreed to pay $2 6 million to Manville The settle-

fits say they are keeping up their guardment brings to approximately $430 million the amount of coverage
WASHINGTON-The House Ways and Means Com- "We were certainly pleased with the committee andon which Manville has agreed with its insurers

mittee is apparently charting its own course as it con- the leadership by Congressman FlippoThe agreement calls for Highlands to pay Manville on Dec 31 or
siders the risk management and employee benefit pro- "However, under the rules of the committee, any ac-five days following confirmation of a reorganization plan in Man- visions of a tax reform bill tion (vote) can be revisited," explained Robert Rus-ville's reorganization proceedings, whichever is later

In its first major decision since it began closed ses- Continued on page 37Manville and Highlands will dismiss the claims and defenses
sions on the tax bill earlier this month, the committee

against each other in the San Francisco litigation pending approval 1

of the settlement by the bankruptcy court
reJected proposals by the Reagan administration and

Payment by Highlands will be in full satisfaction of all of Man-
the committee's staff to tax workers compensation and 8/buyers directory ready
black lung disability benefits

ville's claims against the insurer The effectiveness of the settlement Instead, the panel adopted an amendment by Rep The third edition of the Business Insurance Di-
is conditional upon entry of a final order approving a reorganization

Ronnie Flippo, D-Ala, that will retain the tax-free sta- rectory of Colporate Buyers of Insurance, Benefit
Continued on page 37

tus of these benefits Plans and Rtsk Management Services is on sale.
In addition, committee members approved an The updated 1985 edition contains information

index amendment by Rep Barbara Kennelly, D-Conn, to on more than 2,000 U S corporations Each list-
place a $5,000 cap on the amount of tax-free dependent ing contains the company address and phone
care contributions an employee can annually receive number, number of employees and 1984 gross
from an employer revenues, as well as the names and titles of the

Around the states 38 Washington 21
By contrast, the Ways and Means Committee staff chief financial officer and of executives in

Ask a risk manager 26 Vol 19, No 41-Business In- last month proposed taxing all employer-provided de- charge of risk management, employee benefits,
Benefit beat 20 surance (ISSN 0007-6864) is pub- pendent care benefits, while the Reagan administration personnel and pension/retirement plans
Books & ideas 24 lished weekly at 740 Rush St , in May recommended that these benefits should remain Many firms also listed personnel with related
Classifieds 36 Chicago, Ill 60611 Second-class tax-free responsibilities, such as international employee
Comings&goings. industry 38 postage is paid at Chicago, Ill, and Meanwhile, benefit experts say the committee staff's benefits and risk management, insurance man-
Insurance services guide 38 at additional mailing offices Post- proposals to establish uniform non-discrimination rules agement and workers compensation
Legal briefs 24 master Send address changes to for benefit plans could cause massive problems for em- An Index ranking companies by number of
Letters 8 Business Insurance, circulation ployers, although they concede these rules are probably employees and a geographic index are included.
Opinions 8 department, 740 Rush St, Chi- less burdensome than the Reagan administration's ear- Copies of the BI Directory are $50 each, or $40
Perspectives 23 cago, Ill, 60611, 312-649-5221 her non-discrimination proposals each for five or more copies. To order, write Bum-
Products & services 16 Copyright 1985 by Crain Commu- The adoption of Rep Flippo's workers compensation ness Insurance, Single Copy Sales Department, 740
Ticker 39 nications Inc

benefit amendment is a major victory for employers, N. Rush St, Chicago, Ill 60(ill, 312-649-5425
insurers and unions, but members of a loosely formed . -
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Borg-Warner seeks dismissal of Mission claim
By STEVE TARAVELLA matter of law or "sound Judicial discretion " Centaur and Borg-Warner officials would Warner has "taken extraordinary measures

Borg-Warner asserts that whether lt should not comment on the Mission suit or Borg- to attempt to prevent the Department of In-
CHICAGO-Borg-Warner Corp lS asking be held liable for Centaur's debts is "a purely Warner's response surance of the state of Illinois from taking

a federal court to dismiss a suit that seeks to hypothetical issue" since Centaur's exact lia- The three MIG companies that filed suit action to liquidate Centaur" or to otherwise
hold lt liable for reinsurance payments owed bility is not known against Borg-Warner are Mission Insurance prohibit Centaur from operating
by its Centaur Insurance Co subsidiary to "Borg-Warner contends that as a matter of Co, Sayre & Toso Inc and Pacific Reinsur- They claim Borg-Warner's actions
three Mission Insurance Group Inc units law, there is no subject matter jurisdiction ance Management Corp, a reinsurance pool prompted the Insurance Department to per-

The Mission companies, which filed the and the complaint fails to state a claim upon manager that is now running off its business mit Centaur to continue operating, "thereby
suit Aug 9 in U S District Court in Chicago, which relief can be granted," the response The Mission companies contended in their allowing (Borg-Warner) to continue enjoying
say Borg-Warner-as Centaur's ultimate par- says suit that Borg-Warner has "so dominated, the economic benefits conferred by Centaur's
ent-should b€ held responsible for Centaur's Borg-Warner also points out the amount controlled and directed the affairs and des- activities as (Borg-Warner's) 'captlve' insur-
obligations to the Mission companies under Centaur owes to the MIG units is at Issue m tiny of Centaur" and "so used Centaur for its ance company, while Centaur has simultan-
seven reinsurance, reinsurance management two other legal actions own purposes" that Borg-Warner has become eously become and remained in default on ltS
and MGA agreements in effect from 1974 to Centaur filed suit in a state court in Chi- Centaur's "alter ego " payment obligations "
1984 (BI, Sept 2) cago in July seeking an accounting of how The suit says Borg-Warner created Cen- The suit alleges that Borg-Warner gave

The suit does not seek a determination of much it owes And, the MIG units asked a taur as its captive insurance company m 1973, Centaur funds lt needed to keep operating,
the amount Centaur owes-R hich is Cur- federal court in Los Angeles in August to primarily to insure or reinsure risks related that it proposed that Centaur use certain ac-
rently disputed-but only seeks to hold Borg- order arbitration of their disputes with Cen- to Borg-Warner or its affiliates This arrange- counting principles not approved by the In-
Warner responsible for whatever amount taur (see story, page 33) ment permits it to deduct insurance premi- surance Department that would permit Cen-
Centaur owes Given these pending actions, "nothing is ums paid to Centaur as a business expense, taur to boost its reported assets by $30 million

Borg-Warner responded to the Mission suit added by an ancillary determination of the the suit maintains as of December 1984, and that Borg-Warner
Sept 30, accusing the Mission companies of abstract question of whether the corporate As evidence of the ties between Borg- agreed to guarantee to the department the
engaging in "tactical gamesmanship " veil should be pierced," Borg-Warner's re- Warner and Centaur, the MIG units also collectability of "certain substantial doubtful

It asked the court to dismiss the suit as a sponse says charge that, within the past two years, Borg- Continued on page 33

Top risk manager Computer network
gives benefit news

Time to nominate the best in the field
at touch of a button

The deadline is Dec 6 for submitting nominations The candidate need not spend full time handling
for the annual Business Inst,rance Risk Manager of risk management tasks but must be a full-time em-
the Year competition ployee of the organization or company for which he By DIANE LYNN KASTIEL

Besides the Risk Manager of the Year, a Risk or she handles the risk management function
Management Honor Roll will be named. The 1986 award will be the ninth Business Insur- Employee benefit managers who are buried under piles of work-related

This year a new category has been added for risk ance has presented since creating the competition in reading can now keep up with the latest benefit developments simply by
managers for financial institutions, such as banks 1977 on the 10th anniversary of the magazine pressing a button-on their personal computers
and bank holding companies, savings institutions, The previous Risk Managers of the Year are· The Employee Benefits Information Network, a network of "electronic
insurance companies, securities • Harold C Lang, director of bulletin boards" sponsored by Personnel Research Associates in Verona,
and commodities brokers and business insurance insurance and risk management N J, gives benefit managers access to information from more than 25 dif-
their holding companies at Leaseway Transportation ferent sources

The other categories are risk Corp in Cleveland, in 1985 EBIN lS the brainchild of Richard D Quinn, a benefit manager himself
managers at corporations with • Richard M Inserra, direc- and the president of Personnel Research, a company specializing in em-
sales exceeding $300 million an- Risk Manager tor of insurance and risk man- ployee benefits information
nually, corporations with sales agement at American Can Co in The system capsulizes em- 1... -. > v I. ...:

less than $300 million annually, of the Year Greenwich, Conn, in 1984 ployee benefits issues m 50 lines ' ':: t:tt'J·.2"1'69.:'
government entities and tax-ex- • John A O'Connell, execu- or less And, the "bulletin board" 'f f:k...r 604.filijduk..i€«3I V . > A

enT r:w°afi:ayttonsou A,(]rcl tive director/risk manager of entries include the source of the < .

Holy Cross Shared Services Inc. information, so the benefit man- .'   *enw,1 9.- M z +must receive a nominating in Notre Dame, Ind., in 1983 ager can refer to the source for 7 4 Health care codlcontainment
packet from Business Insurance • Eckart Russell, then risk more complete information
and supply the requested infor- Risk Management Honor Roll and insurance manager at Alcan Mr Quinn started the bulletin " Upcomin*fle,6,ifefeitep«
mation A panel of 10 1ndepen- Aluminium Ltd in Montreal, in

dent Judges will evaluate the 1982, and now Alcan's manager board tohelp streamline the work »i-eg(,4onan#f ,:','of benefit managers who find '.68<.ft.-._. „_.» , -,« _-w
nominations and choose the 1986 of foreign exchange risks themselves inundated with reams /,R/*4.-,49*-/*,//0-*-//2/47,4'*.-.-m 4--2 . Ir
Risk Manager of the Year and • Duane E Allen, then asms- of printed information to read -f,*6#„flf-wefee,eeea\',i :: 12
the members of the Risk Man- tant treasurer at Hanna Mining every day
agement Honor Roll Corp in Cleveland, in 1981 He VI I l I

The winners will be an- since has formed Applied Risk Personnel Research, which he braphicAmy palmer
nounced in the April 14, 1986, Funding Services in Mission founded, Mr Quinn lS the em-

issue of Business Insurance, C..ckn.: Nry-n. Viejo, Calif ployee benefits manager for Public Service Electric & Gas Co in Newark,
which is published to coincide • Thomas V Hallett, then NJ

with the annual meeting of the risk manager of General Motors "In my own work, I see volumes of material coming across my desk,"
Risk & Insurance Management Society Corp in Detroit in 1980 He is now senior vp with Mr Quinn said "And, with the growing complexity of employee benefits,

Anyone knowledgeable about a risk manager's Frank B Hall & Co Inc in Briarcliff, NY, and it's very difficult-almost Impossible-for the benefit manager to keep up
work can nominate a candidate Any employee or president of Adjustco, a Hall unit ·with the latest information "

group of employees can nominate their company's • Edward L Erickson, director of insurance at All employee benefit managers need to tap into EBIN is a personal com-
risk manager, a broker, consultant or other service American Broadcasting Cos Inc in New York, in puter with a telephone modem, Mr Quinn said Users pay $50 every six
supplier can nominate a client, and a risk manager 1979 months to maintain a password, which provides unlimited access to all the
can nominate a colleague • Howard T Weber, director of insurance at 3M information in the network

To be eligible for nomination, a person must be in Corp in St Paul, Minn, in 1978 Currently, the network lS accessible Tuesdays, Wednesdays and Thurs-
charge of the risk management function for a cor- To request a nominating packet, write Business days between 7am. and 3pm EST But, when the need increases, the
poration, government entity, financial mstitution or Insurance, Risk Manager of the Year, 740 N Rush network will become available on Mondays and Fridays
non-profit Institution St, Chicago, Ill 60611 "That will depend on how the number of users grows and how often

Continued on page 18

Bill would allow workers to delay asset reversions
By JERRY GEISEL The legislation would boost the insurance premiums em- committee," observed Richard Fay, a partner with the law

ployers with defined benefit plans pay to the PBGC and firm of Reed, Smith, Shaw & McClay in Washington
WASHINGTON-The Senate this week will consider legis- would make it more difficult and expensive for companies to "It is a compromise that had to be made," added a Reagan

lation that would give employees the right to temporarily shift unfunded pension liabilities onto the agency administration official who asked not to be identified

block corporations from terminating overfunded pension The PBGC proposals are attached to a major Senate budget But, the "compromise" has outraged employer lobbying
plans to obtain the plans' excess assets bill, S. 1730 A comparable House budget bill, H R 3500, which groups, which say the provision could endanger their support

If as few as 10 employees file an objection with the federal also could be voted on this week, contains similar proposals to for the PBGC proposals
Pension Benefit Guaranty Corp , the termination could be de- shore up the PBGC, though the House bill does not include a In a strongly worded letter mailed last week to senators, the
layed as long as three months under the legislation so-called "moratorium" provision that allows employees to ERISA Industry Committee, also known as ERIC, and the

Employer lobbyists who oppose this restriction warn it delay the termination of an overfunded plan Assn of Private Pension & Welfare Plans urged the Senate to
could serve as a forerunner to legislation that establishes That provision was added to the PBGC legislation as part of strip the provision from the budget bill
lengthier delays or totally prohibits reversions of excess pen- political maneuvering between Sen Howard Metzenbaum, D- The ERIC-APPWP letter warns that employers will inter-
sion assets Ohio, and Republican leaders on the Senate Labor and pret the provision "as a threat to their ability to ever retrieve

In addition, they say that delaying plan terminations could ' Human Resources Committee, sources say excess assets and will cause many employers-who had not
increase the enances that employers would be liable for a pro- The provision was intended to assure that Sen. Metzen- previously considered it-to reduce their plan contribution or
posed excise tax on asset reversions baum, a long-standing critic of pension reversions, would not to terminate their plans "

The restriction is tacked on to legislation Intended to shore block the PBGC proposals when they were pending in the "The provision is mischievous and obnoxious," adds Mark
up the financial base of the PBGC, the federal agency that Labor and Human Resources Committee, sources added J Ugoretz, ERIC's executive director Employers could inter-
guarantees employees' pension benefits "It was the price that had to be paid to get the bill out of Continued on page 34
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NAIC examinations

Coitinued from pase !
meeting, to be he.c Dec. 8-12 in
Reno, Nev., to E iseuss the poss.bil-
ity of a second round of examina-
tiois, according :o Mr Gates.

' This is not your :-pical market
conduct exam," Mr Gates noted.
"We're looking for specifics: .f
they're engaged in midterm cancel-
latons and why They will have:o
document, to g: ve us their ratio-
nale.

' If the insurers say the cancella-
tions were because of poor loss
ratios in a particular 1.ne, we'd be:-
ter see some numbers," Mr. Gates
sairl.

The three insurers were notified

of.he NAIC's Westrn Zone action

through letters mailed to the.r
presidents on Oct. 7. s:id Thomas t.
Power, chief examirer and chief

actuary of the WyomIng Insurance
Department, which serves as serre-
tary to the Western Zone.

However, when contacted by

'We're looking for specifics: if they're engaged
in midterm cancellations and why. . . .If the

insurers sa the cancellations were because of
poor loss ratios in a particular line, we'd

better see some numbers,' says Mr. Gates.

Bus·.ness Insurance last week,

spokesmen from all three insurers
said ttey had not yet received any
official notice and therefore could

not comment.

A spokesman for one of the in-
sLrers. Colonial Penn. did say::"We

have done nothing illegal. We have
done nothing improper. W € con-

ducted our business in ke=.ping
witt. .nsurance industry prac-
tices..

"There is no reason why we
should have a market conduct

exam against us," tha spokesman
said.

Although the examinations cur-

r J.

Today's businesses face a# kinds of risks. From
computer /osses tc pollution liablity. From prod-
uct recall to product liability. F.om businez hter-
ruption losses b terrorism. And new risks are
emerging every day Thats why so many busi-
nesses seek the advice of an independent
/nsurance Agent tohelp them orticipatecnd
manage those risks.

Why an indefendent Agenff First Inde Den-
dent Agents reoresent many conpanies-not
iustone. So theycnr find theprecise coverage
you need at the best price. And -hey can eli·n-
inate overlaps and gaps in yod. proteclion.

rently are expected to take four
4·eeks, they could be completec
more quickly if several states re-
spond to a call for examiners, ac-
cording to Mr. Power.

He explained that the examina-
ticn teams will be composed of five
to six examiners from various state

insurance departments who have
reieived special training in insur-
:nce topics from the Society of Fi-
nancial Examiners.

'We will look at cancellation

pract_ces, their cancel and rewrite
practices. . .and any evidence of
u. fair trade practices," Mr. Power
sa:d.

"The examiners who will be as-

signi are experts .n ferreting out
information," he added.

The three insurers targeted for
this e:earn are licensed to dc ousi-

ness in 811 states and, thus, all state

insurance depanments hare an in-
teress in the insurers' affairs and

would be responsible for the activi-
ties of Ihe insurer within their

boundar es.

Any remedial actiins against the
insurers would be up to indiv. dual
insurance departments, Eased on
individial state law, Mr Power
said.

Although the three insL rers are
domiciled in Pennsylvania, the
Pennsylvania Insurance Depart-
ment does not automatically nave
to be represented on the teams. Mr.
Power n )ted.

In fact, the Pennsylvania depart-
ment has not yet decided whether
it wit. participate cn the team, a
spokeswoman from the departmen:
said.

The sookeswoman also noted

Sennd, Ir,dependen' Agents are profes- You'll find an /.dependent /nsurance Agent
siona/s familiar with in-depth -isk management wherever you see +nis symbo/.
techniques. So Fhey can recommend creative
progroms that utilize tradi'iond insurance, self-
insurance, co-nurance, capti.,es ora combi-
nation Rat besisuits you.-special requirements.

Third, beciuse /ndependen+ Agents repre- 1 YOUR/ 8/ldependent 1
sent yoc-notsomecompany-they can help \InsuranCe 1 *GENT J
you reach a fast fair seti'ement.  SEROES YOU FIRST 

No wonder more and mo-e businesses-

large and smc f-rely on independent Agents
to protect them against today s risks. And THE MORE-THAN-ONE-COMPANY

tomorrow's. INSURANCE AGENT.

that one of the targeted insurers-
Colonial Penn-hardly writes any
commercial liability coverages in
Pennsylvania.

Colonial Penn, which reported
$314.3 million in direct written pre-
miums in 1984, primarily writes
automobile liability and physicial
damage policies. However, the in-
surer also writes general liability,
ocean marine and commercial mul-

tiperil coverages.
INA, which reported $2.2 billion

in direct written premiums in 1984,
writes almost all lines of commer-

cial property and casualty cover-
ages, as does National Union, which
reported direct written premiums
of almost $1.56 billion last year.

The examination reports on the
three insurers will be written "on

the job," Mr. Power said, explain-
ing that the reports will be com-
plete at the close of the examina-
tion process.

They will not be made public,
however, until after the individual
insurers have a chance to examine

the reports and respond.
Mr. Power wouldn't speculate as

to the possible findings of the ex-
amination.

"I want to make decisions (as a

regulator) based on facts, not
rumors," Mr. Power said, explain-
ing the main rationale for the ex-
amination.

"There is a problem," he added.
"We have to determine as regula-
tors how to solve it.

"And we may not have all the
tools. -we may need help from leg-
islators for those tools and for addi-

tional staff," according to Mr.
Power.

Legislators are expected to take
up problems associated with the
hardening property/casualty mar-
ket next month at the annual meet-

ing of the Conference of Insurance
Legislators, slated Nov. 21-24 in
Phoenix, Ariz.

Individual legislators reported to
COIL headquarters that they have
received several calls each week

about the "availability crisis," said
Charles O. Davis, COIL's executive
director.

In addition to agreeing on the
market conduct exams, regulators
attending the NAIC's Denver
meeting decided to begin gathering
information on regulatory and leg-
islative responses to the current
market situation. This information,

in turn, will be used in developing
model guidelines.

The model is expected to be
ready in draft form for adoption by
the full NAIC during its winter
meeting in Reno.

"In our discussion in Denver, we

were able to identify four or five
things that could be done to tighten
up cancellations and non-renewal
(practices)," Mr. Gates said.

"We need to tailor regulatory re-
sponses to the needs of the mar-
ket," Mr. Gates added, explaining
that regulators are trying to iden-
tify which actions currently taken
by insurers are warranted by the
tight market.

In the past several months, state
regulators-as well as legislators
and governors-have taken aggres-
sive steps to curtail insurers from
canceling policies midterm or giv-
ing policyholders inadequate no-
tices of non-renewal.

Bulletins, orders, letters to chief

executive officers and emergency
rules have been among the proce-
dures used in the various states (BI,

Oct, 7, Sept, 16, Aug. 12, July 1).
"There is a general sense of ur-

gency among regulators," said Mr.
Foudree, the NAIC president. "We
all are in a bit of a quandry how to
deal with these."

He noted that cancellation of pol-
icies by some insurers is a step of
survival, but it also serves as a "red
flag" to regulators.

"On the other side is a recogni-
tion that not everybody has a right
to insurance. . . .It's a recognition
that some of these risks could be

uninsurable," Mr. Foudree con-
cluded.
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Claims-made form
Continued from page 1
insurer during the policy period,
subject to the policy's retroactive
date.

• Specifying only four condi-
tions under which an insurer is

permitted to advance the retroac-
tive date of a claims-made policy.

• Providing an optional en-
dorsement that will allow insurers

to reinstate a policy's aggregate
limits when the policyholder buys
the optional tail coverage These
new limits, however, would not
apply to occurrences reported dur-
ing the policy period.

• Providing rating guidelines
for the tail endorsement based on

the various sublines of coverage,
such as products/completed opera-
tions or personal and advertising
injury, and the number of years a
policyholder has had claims-made
coverage.

These policy revisions were
sketched out at a Sept. 30 meeting
between ISO officials and insur-

ance commissioners from Illinois,
New York, Connecticut and Ne-
braska and at an Oct. 1 meeting be-
tween ISO and members of the Na-
tional Assn. of Professional Insur-

ance Agents and the Independent
Insurance Agents of America.

RIMS had met previously with
ISO to discuss its concerns.

One of the major concerns of
these groups was the trigger of cov-
erage provided under the claims-
made form.

As currently filed with state in-
surance departments, coverage
under the claims-made policy can
only be triggered when a written
claim for damages is made against
the policy by a claimant.

However, the contract requires
policyholders to notify their in-
surer of all incidents that may re-
sult in a claim.

Buyers and agents argued that
under this coverage trigger, insur-
ers would be free to cancel the pol-
icy or exclude a particular incident
from coverage using a so-called
laser endorsement before any
claims stemming from the an-
nounced incident were filed in

writing.
This would force the policy-

holder to purchase extended re-
porting period or tail coverage at
up to 200% of the original policy
premium to cover such claims or go
without coverage.

The revisions announced by ISO
address this concern in two ways.
The requirement that claims be
submitted in writing will be
dropped from the claims-made pol-
icy. The revised policy language
will allow a verbal claim against
the policy to trigger coverage. This,
according to agents, is more in line
with the way in which 95% of all
claims are made.

Forcing the public to file a claim
in writing is simply inviting litiga-
tion, the agents contend, because
most claimants will seek the ser-

vices of an attorney when they are
told they must put their claim in
writing.

The revisions also provide an au-
tomatic, five-year extended report-
ing period for all occurrences re-
ported to the insurer during the
policy period, provided the occur-
renee took place after the policy's
retroactive date.

ISO says this removes the incen-
tive for an unscrupulous insurer to
attempt to exclude coverage for a
reported occurrence by using a
laser endorsement, canceling the
policy or advancing the retroactive
date at renewal past the date of the
occurrence.

Such actions would prove inef-
fective in eliminating coverage for
the occurrence because every poli-
cyholder would automatically have
coverage for occurrences reported
during the policy period, provided
the claims are filed within five

years of the termination of the pol-
icy.

However, this automatic tail cov-

erage does not apply if other insur-
ance is in place to cover the claim
or if the aggregate policy limits are
exhausted.

In most cases, ISO officials ex-
plain, this automatic tail will not be
necessary, because claims would be
picked up by the policyholder's
current claims-made policy.

The automatic tail would only
become important if the policy-
holder goes out of business and
therefore does not purchase new
insurance or if the retroactive date

is advanced and the policyholder
chooses not to buy the unlimited,
optional tail coverage provided
under the claims-made policy, ISO
says.

The new policy revisions also

make it much more difficult for an

insurer to advance a policy's retro-
active date. ISO says it will change
the manual rules to specify that an
insurer may advance the retroac-
tive date only under four specific
circumstances:

• When a policyholder changes
insurers.

• When the policy holder
changes operations in such a way as
to present a substantial new haz-
ard.

• If the policyholder fails to dis-
close information about his opera-
tions that would materially affect
the risk.

• When both the policyholder
and insurer agree to the change.

ISO officials contend this change

responds directly to concerns raised
by buyers and agents that an in-
surer would advance the retroac-

tive date on a claims-made policy to
force the policyholder to purchase
extended reporting period cover-
age to prevent any gaps in cover-
age.

ISO also responded to a related
concern that insurers would rou-

tinely charge 200% of the expiring
policy's original premium for the
tail coverage. The 200% figure was
designed to be the maximum cost of
the tail coverage, ISO officials say,
but buyers and brokers feared it
would become the accepted stan-
dard premium, regardless of the
aggregate limits remaining in the
policy.

t

ISO now plans to provide rating
guidelines for the tail endorsement,
based on the sublines of coverage
and the number of years a policy-
holder has had claims-made cover-

age.

Such guidelines will bring the
price of the tail in line with ex-
pected claims, ISO officials say.
However, the guidelines, which
will take the form of a matrix, will
not factor in the aggregate limits
remaining in the policy, they add.

In a somewhat unexpected move,
ISO also decided to offer an op-
tional endorsement that would

allow the reinstatement of a pol-
icy's aggregate limits when the op-
tional extended reporting period or

Continued on next page

The Mass Mut
When other companies talk aboul

Today, the toughest game in town is controlling soaring health
care costs without sacrificing quality benefits.

We're Mass Mutual, and we challenge any health insurance
company to do a better job of helping you take control. We
combine the dedication and responsiveness of a challenger
with the strength and resources of an established winner to
meet the cost containment challenge head-on.

Our unique approach features programs that target and
then control specific expense dilemmas. Our competitors claim
that they, too, begin by targeting employer concerns. But while

they simply distribute mountains of reports to their clients,
we combine our sophisticated computer-prepared reports with
advanced analysis and consulting services.

In our comprehensive analysis program, a team of Mass
Mutual experts is assigned to each case. This team includes
a Medical Economist, Health Care Administrator, Epidemiologist,
Biostatistician, Nursing Consultant, Case Manager and Employee
Benefits Expert. Offering a range of professional perspectives,
our team develops an incisive management report with specific
recommendations for cost control. Each solution carefully con-



Continued from previous page
tail coverage is purchased.

Buyers and agents have repea-
tedly voiced their concern that tail
coverage is of little value if an in-
sured has nearly exhausted aggre-
gate limits of a policy.

The new endorsement would ef-
fectively eliminate this problem,
but only for claims arising out of
occurrences unknown and unre-

ported when the endorsement
takes effect. The reinstated aggre-
gate limits would not apply to re-
ported occurrences.

Bill Blick, assistant treasurer and
corporate risk manager for Allen
Group Inc. in Mellville, N.Y., and
chairman of RIMS' ISO liaison

committee, says that while ISO's

*524

revisions do address some of the

concerns raised by buyers, "I have
not changed my opinion that the
occurrence policy can be modified
to be acceptable to all segments of
the insurance community."

Generally, Mr. Blick says ISO's
latest revisions in the claims-made

policy fail to address the problem of
unknown incidents that result in
future claims. "All these revisions
refer to incidents known and re-

ported," he maintains.
He also says the restrictions on

when an insurer can advance the

retroactive date of a claims-made
policy fall short of answering
buyers' concerns.

Because the changing of insurers
is one of the authorized reasons for

advancing the retroactive date of a
policy, buyers' fear that they will
be locked into one insurer unless

they are willing to purchase expen-
sive tail coverage for unknown in-
cidents is not alleviated, he said.

"I applaud ISO for starting to rec-
ognize they need to do something,"
said RIMS President Richard
Hackenburg, staff vp and assistant
treasurer at Allegheny Interna-
tional Inc., who heard about the
changes while attending an inter-
national risk management confer-
ence in Monte Carlo last week and
had not seen official notice of the

changes.
But like Mr. Blick, Mr. Hacken-

burg still is opposed to the claims-
made form replacing occurrence

.

coverage.

"Why can't we take the occur-
renee form, modify it so you don't
stack limits and clean up the issue
of sudden and accidental pollu-
tion?" he asked.

"We ought to get the lawyers and
judiciary to help us so we can
achieve a clear understanding of
what the words mean for one solid
contract for all insureds."

Mr. Hackenburg also does not be-
lieve the new revisions will elimi-

nate situations in which a buyer is
locked into one insurer because of
the threat of the creation of a cov-

erage gap or being forced to buy
tail coverage if the buyer changes
insurers and the retroactive date is
advanced.

.

-:
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cost containment, we're out to ace them.
siders everything from company size to company personality.

Once we identify what measures need to be tai(eni we
implement a customized cost control program incorporating
such proven approaches as our Pre-Hospital Review, Preferred
Plus'i PPO, Wellness Needs Assessment, Cost Containment
Benefit Options, Prescription for Health® Employee Education
and much more.

But it's not just programs that set us apart. The Mass
Mutual edge is in the way we approach each case.
We're in constant motion designing new ways to address

our clients' evolving needs.
When it comes right down to it, we challenge any other

insurer to give you better cost containment. Yes, talk with them,
but be sure to talk with us. Take the challenge. Have your
agent, broker or
consultant call MassMutual
their Mass Mutual
Group Represen- GROUP LIFE AND HEALIH
tative. We'll put The Challenger
you in control. Massachusetts Mutual Life Insurance Co.. Springfield. MA 01111
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RIMS' Mr. Harkavy adds that
while ISO has attempted to im-
prove the trigger of coverage under
the claims-made policy, the recent
revisions still fail to address the
basic question of what constitutes
notification of an occurrence.

"What happens if 10 or 11
months into the policy, I inform the
insurer that I just manufactured
defective widgets and that claims
could arise from those defective

widgets?" Mr. Harkavy asks. "Does
that constitute an occurrence and

trigger coverage under the auto-
matic tail provision?"

However, ISO officials are hope-
ful that the latest revision of the
claims-made form will answer the

concerns raised by regulators,
buyers and agents and get the state
approval process back on track.

The approval process slowed
down over the summer when

buyers and agents succeeded in
getting regulators to focus their at-
tention on perceived problems in
the claims-made form.

"It is a fact that our claims-made

policy, at this stage, is approved in
only 27 jurisdictions, and very few
major ones," ISO President Daniel
J. McNamara told participants at
last week's conference of the Na-

tional Assn. of Casualty & Surety
Agents and the National Assn. of
Casualty & Surety Executives.

"It is also a fact that we in no way
are going to change the advisory
effective date of Jan. 1, 1986," he
added. "While we have not yet met
every real or perceived regulatory
concern, we have walked the extra
mile to meet the interests of the

regulators."
Mr. MeNamara added that he is

hopeful regulators will approve the
new forms after the revisions are

explained to them Oct. 17 and that
agents and brokers now will sup-
port the form.

"I am hopeful that what we have
done will meet with prompt regula-
tory approval and endorsement by
producer forces, and will prompt
utilization over time by insurers."

However, RIMS' Mr. Hacken-
burg and others do not believe a
Jan. 1 implementation date is feasi-
ble for the new CGL forms.

"They're never going to get 1-1-
86," Mr. Harkavy said. "It is impos-
sible. People aren't going to be edu-
cated; the intermediaries can't rep-
resent the policy to clients.

"The industry can't respond to
the need of consumers if it insists

on putting in a program before it
can be understood and imple-
mented properly. It is craziness."

The Independent In5urance
Agents of America, which likely
will endorse the new forms, also
plans to ask insurers and reinsurers
to back off from the Jan. 1 imple-
mentation date, said C. Courtney
Wood, a vp with Marsh & MeLen-
nan Inc. in Oklahoma City and a
member of the IIAA's commercial
lines committee.

But, he does concede that the

new forms are a significant step
forward. "I feel much more dis-

posed to say this form will (now)
ny"

While RIMS still hopes to negoti-
ate more changes with ISO, the Na-
tional Assn. of Professional Insur-

ance Agents, which has not yet an-
nounced its position on the revised
form, does not believe ISO will
make any more changes.

"ISO has made it clear that while

Christmas came early this year, it
still comes but once a year," says
Patricia Borowski, the PIA's vp of
government and industry affairs.
"We've got to make a decision now
one way or the other" to support or
oppose the claims made policy, she
says.

The executive committee of the

PIA plans to meet Oct. 26 to de-
velop a position on the ISO revi-
sions.

Also contributing to this report
were Editor Kathryn J. Mcintyre
from Monte Carlo and Associate
Editor Linda J. Collins from White
Sulphur Springs, W.Va.
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opinions

Jan. 1 is just too soon
HILE WE UNDERSTAND the pressure on in-surers from the reinsurance community to adopt
a claims-made liability form and the insurers' own ea-
gerness to introduce a policy form that will let them
properly price the liability coverages they write, the
implementation date for the new commercial general
liability forms cannot be Jan. 1, 1986.

If the forms are to be introduced in an orderly fash-
ion by insurers that have upgraded their computer sys-
tems to process policies written under the new forms
and trained their underwriting and claims staffs in the
intricacies of the new forms, the implementation date
cannot be Jan. 1.

If policyholders are to be fully informed of the dra-
matic changes in their liability coverage by well-
trained agents and brokers before the new forms are
used, the implementation date cannot be Jan. 1.

If umbrella insurers are to be ready with a product
that meshes well with the new primary CGL forms,
the implementation date cannot be Jan. 1.

The Insurance Services Office last week-after

much pressure from buyers, agents and regulators-in-
troduced several significant changes to the claims-
made form, less than three months before the date it

wants to start using the new form.
In sticking to its Jan. 1 implementation date, ISO is

assuming that these most recent changes will satisfy
buyers', agents' and regulators' concerns.

letters

That is a big assumption on ISO's part.
As Los Angeles Bureau Chief Robert A. Finlayson

reports this week, all these groups are scrutiniing the
newest changes to the form, and some already have
scheduled further discussions with ISO.

But, even if there were no more debate over the

forms, is it realistic to believe that insurers' computers

and staffs will be ready in 21/& months to implement
policy wording that has not yet been finalized by ISO?
That brokers will be trained? And, that the forms will

be approved by insurance regulators in all states?
We think not.

We find it objectionable that ISO could wait until less
than three months before the targeted implementation
date of the new forms to respond to major concerns
expressed by buyers and brokers for the last several
months.

But, since it did, ISO should be prepared also to post-

pone the implementation date of the new forms-if it is
interested in an effective and smooth introduction of

the most significant liability policy changes in history.
We believe insurers and brokers need at least six

months to prepare for the transition to the new policy

forms-once the final forms are agreed on.

All things considered, we don't see how the new

forms could be introduced before July 1, 1986, at the
earliest.

ISO would be wise to consider all things, too.

Insurance prices controlled by underwriter, not agent
To the editor: The article "Market turn

differs from previous cycles" (BI, Sept. 9),
written by Michael Bradford, was
thought-provoking and well-written. It
brought out many issues that make this
cycle different from those of the past and
should give the entire industry cause for
concern.

I could not, however, help being struck
by the remarks attributed to David Seifer,
vp at First Boston Corp., specifically his
audacious, erroneous statement that, "As

everyone knows, the agent represents
himself first and the customer second."

Perhaps it's the striking verbiage, but I
not only disagree with that remark, I take
umbrage!

Mr. Seifer goes on to say, "The key
thing is, most of the time, the agents con-
trol the business and the companies don't.
We just watched a cycle where the agents
held up the companies, played them one
against the other. ." Again, the verbiage
is strong and misleading.

It must first be remembered that an

agent, who is really a broker if he is doing
his job, is obligated to provide the finest
combination of coverage and cost for his
client. It is ludicrous to elevate the agent
to the exalted position of being able to
dictate, individually or collectively, price
and coverage to a professional un-
derwriter.

While I agree that there are several
sides to this story, and that the insurance
companies are not alone responsible for
the recent soft market that grew beyond
reasonableness, I have never encountered

the theory, even by implication, that the
agent was somehow the root cause of the
problem; and if he were, it certainly
would not be a case of representing "him-
self first and the customer second."

Playing one company against another is
counterproductive to an agent's best in-
terest in both maintaining relationships

Business Insurance welcomes let-

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

Chicago, Itt. 60611.

and making a profit. I draw a clear dis-
tinction between an agent's appointed
duty to foster competitive zeal among un-
derwriters on behalf of the client he rep-
resents and playing them "one against the
other."

Let me state the issue succinctly: The
agent's or broker's job is to provide the
finest reasonable combination of coverage
and cost for his client, who happens to be
the insurance buyer-all done within the

framework and confines of the insurance

bargaining and delivery system. All three
entities-the underwriter, the agent and
the client-have a hand in determining
the conditions of the playing field, but it is
the underwriter whose presence is most
exalted. And this is as it should be!

Richard B. Willis Jr.

Senior Vp
Johnson, Kendall & Johnson Inc.

Langhorne, Pa.

Various tax rules govern Far East pension plans
To the editor: S. Robert Beane's Per-

spective article "Far East pension pro-
grams vary" (BI, Sept. 9) pointed out the
growing pension market in the Far East.

However, I want to point out that in
Taiwan, for retirement plans funded via
the book-reserve method, the maximum

tax deductibility is only 4% of payroll.
Only plans with external funding are al-
lowed a tax deduction up to 8% of payroll.

Secondly, the new Labor Standards
Law mandates the external funding of
the retirement plans with "a financial in-
stitution designated jointly by the central

competent authority and the Ministry of
Finance." There is no requirement for
funding the termination indemnities ex-
ternally.

Finally, in Thailand, the government
passed a law in January 1984 granting
tax-exempt status to employer contribu-
tions to defined contribution plans (Provi-
dent Fund plans).

Arthur Koo

Vp-Group Insurance
American International

Assurance Co. Ltd.

New York

PBGC flat premium really a tax, reader says
To the editor: Bravo to Kathleen P. Ut-

goff, executive director of the Pension
Benefit Guaranty Corp„ for endorsing the
concept of risk-related premiums (BI,
Sept. 16). To continue the current flat pre-
mium arrangement is merely a tax, and a
regressive one at that.

I suggest a low uniform premium (such
as $1) with an additional premium to be
assessed according to risk. However, there
should be some incentive to avoid this ad-

ditional premium. For example, if the
sponsor makes a contribution on the

ERISA-maximum basis, the additional

risk premium could be waived. Thus, the
sponsor's funds would be put to the best
use; that is, funding of the plan.

There are methods for accomplishing
such a risk premium and incentive. The
important aspect is the philosophy that
such premiums and incentives exist.

David Rigby
Administrative Consultant

Retirement and Stock Plans

Contel Service Corp.
Atlanta

IRS stance on participating annuities explained
To the editor: I agree that participating

annuities could be a viable solution to the

capacity crunch life insurance companies
face because of the increase in pension
plan terminations, as noted in the article
"Plan Terminations Spark Capacity Con-
cerns" (BI, Sept. 23). While your article is
correct in pointing out that the Pension
Benefit Guaranty Corp. has approved
these annuities, the article neglected to
mention that the Internal Revenue Ser-

vice has reservations and has, in fact, put
a hold on plan terminations involving
participating annuities.

It is unfortunate that employers face
this inter-agency conflict. Hopefully, the
IRS and PBGC will agree on a joint policy
that is acceptable to all parties.

Thomas D. Ucko

Manager of Technical Analysis
Frank B. Hall Consulting Co.

Briarcliff Manor, N.Y.
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Many Swiss customs survive to this day
because they are the expression of a daily way
of life that requires cooperation and a
strong sense of responsibility within the con-
text of freedom.

The «Landsgemeinde» is a good example -« -./1 iir-' '
of this: At the end of April or in early May these
citizens' assemblies are held each year in
the Cantons of Nidwalden, Obwalden, in the two "
Appenzell Cantons and in Glarus. Out in 51LL
the open air the people meet face to face with the
authorities; here they elect the government, Ii:
and by directly voting on important issues they c 1 r

act as a legislative body in its own right.
Each single citizen voices his opinion by raising
his hand. Responsibility is taken seriously. 4,¥·

When an insurance problem has to be solved
on a world-wide level, there has to be an
understanding between client and insurance car-
rier similar to that between lawmakers and

government.
Thus companies operating internationally

decide where, how and what is to be insured, while
Winterthur's International Division takes on

the responsibility and coordination of all business
relations for all lines of insurance all over the

world, working out tailor-made insurance solutions.
Winterthur's International Liability

Program is a good example of respon-

4 4

More municipalities seeking
outside counsel: Attorney

By MEG FLETCHER

CHICAGO Many local govern-
ments are encountering increasing
difficulties handling complicated
litigation without the aid of outside
counsel, according to a former city
attorney for Richmond, Va.

"There is an increasing need for
outside counsel in today's city at-
torney's office," said William H.
Hefty at a seminar sponsored re-
cently in Chicago by The Defense
Research Institute Inc.

Usually, a local government's
legal staff is neither large enough
nor experienced enough to cope
with complex litigation involving
antitrust issues, securities law,

technical environmental require-

ments, mass tort and class-action

employment suits, Mr. Hefty said.
Yet, local government attorneys

can save taxpayers money by doing
as much basic litigation as possible
in-house, he said. As their expertise
grows, many local government
legal officers are negotiating with
insurance companies to allow their
offices to represent the local gov-
ernment policyholder. he said.

"This is being done either for a
reduced premium, with the local
government attorney providing the
defense at no charge, or by the local
government attorney charging a
relatively low hourly fee for the
defense," he said.

Still, in many cases the insurer
wishes to have outside counsel rep-

r  -

Responsibility
Is Taken Seriously.

sibly written insurance coverages. This program
offers uniform insurance coverage world-wide,
ruling out overlapping coverages or gaps. Thus,
the parent company and its subsidiaries get
the advantage of a comprehensive and cost-saving
insurance solution.

Local representation ensures that in the event
of any claim Winterthur is right on the spot for the
necessary claims handling.

If you want to learn more about Winterthur's
insurance programs, the International Division

will be glad to give you all the details,

winterthur at any time.

Winterthur Insurance, International Division, Rudolfstrasse 1, Postfach 286, CH-8401 Wir.terthur
Tel. 0041-52-85 1111, Telex 896785 wias ch; Telefax 0041-52-224442

«Winterthur» Swiss insurance Company, U.S. Marketing & Service Unit, 55 East Jackson Boulevard - 12th floor
Chicago, IL 60604, USA, Tel. 822-4512, Telex: 510100 7488

resent the policyholder, Mr. Hefty
said.

In addition, conflicts of interest

may make it impossible for a local
government's attorney to represent
all defendants in a particular case.

That was the situation Mr. Hefty
faced as city attorney for Rich-
mond, when the city was sued for
$240 million in 1981 for allegedly
violating antitrust and civil rights
laws by denying a developer's zon-
ing request.

Richmond Hilton Associates sued

after city officials voted 5-4 to deny
the developer permission to build a
franchise hotel. Permission was de-

nied because the new hotel would

compete with a hotel that officials
had earlier approved as part of a
city-sponsored downtown renova-
tion plan, Mr. Hefty said.

Richmond paid $1.3 million for
outside attorneys' services in the
case, which was settled in 1983, Mr.

Hefty said. At that time, the city
approved the developer's zoning
request and loaned him $4.5 mil-
lion, which the plaintiff had to
match 50 cents on the dollar.

The loans and the developer's
contribution had to be invested in

the downtown area, Mr. Hefty said.
"We spent much more time in

the Hilton case on who defends

whom than on the antitrust issue,"
he said.

Three important questions
emerged during the case:

• How should the conflict be-

tween representation of the indi-
vidual defendants and the city be
handled?

"Conflicts of interest...may
make it impossible for the local
government attorney's office to
represent all defendants in a partic-
ular case," he said. That is because
lawsuits alleging violations of civil
rights may be brought against the
municipality and public officials or
against employees as both public
and private persons.

"Courts have recognized that
there is a conflict of interest where

the government is arguing that
there is no official custom, policy or
practice which the employee, such
as the policeman, was following
when the alleged act occurred,
even though the government may
admit that the employee was acting
within the scope of his employ-
ment," he said.

To avoid liability, a local govern-
ment often argues that the litigated
act is not in accord with a local pol-
icy. On the other hand, the individ-
ual defendant usually argues the
opposite, he said.

"In these cases, outside counsel

may be used to represent some or
all of the defendants, to serve as

settlement counsel or simply to
give advice as to the conflict issue,"
Mr. Hefty said.

• How many lawyers should
there be?

The defense was simplified in the
Richmond case because all elected

officials were represented by the
same law firm, Mr. Hefty said.

However, if these officials had

hired individual attorneys, some of
those lawyers may have argued
that the city or other city officials
acted wrongly, which would have
fragmented the defense, he said.

Depending on a city's coverage,
an insurer could be required to pro-
vide each public official with his or
her own attorney, he said.

That situation can provide a use-
ful bargaining chip in negotiating
with an insurer, Mr, Hefty and
other conference speakers agreed.
If a city attorney can persuade de-
fendants to agree to a single de-
fense attorney, he may be able to
get the insurer to waive any reser-
vation of rights.

Continued on page 12
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As one of the leading
sources for claims-made spe-
cialty casualty and professional
liability; we have shared the
same troubled climate with the

rest of the insurance industry.
Through it all, however, we
have always practiced under-
writing and risk coverage one
way: For profit. With profes-
sionalism and expertise.

As a result, while many
others have come and gone, we
have been able to maintain con-

tinuity for most of our cover-
ages. Today; Shand, Morahan
remains an active market for 1

several difficult-to-place cover- i
ages including medical/hospital
malpractice and architects and 
engineers E&0. And we are i
eager to consider just about any .
exposure in the area of '
miscellaneous E&0.

We have the stability.
We have the coverages. And
most important, we have the
know-how and the confidence

to say "yes."

Shand, Morahan
& Company, Inc.
Shand Morahan Plaza

Evanston, IL 60201
(312) 866-2800
Telex 72-4328
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Outside counsel
Continued from page 10

Before consolidating the defense,
it is essential to obtain waivers

from the public officials or employ-
ees involved, Mr. Hefty said. He
suggested a city attorney call in an
outside attorney to discuss this with
the individuals so the city attorney
does not put himself in legal jeop-
ardy.

• Who should pick the law-
yers?

Insurers may dictate who the
lawyers will be.

However, when an individual's
attorney expense may be borne by
a local government. allowing an in-
dividual defendant to choose his at-

torney is inefficient. It also does not
guarantee that the attorney will
have the needed expertise in civil
rights. litigation, Mr. Hefty said.

Mr. Hefty chose the attorneys in
the Richmond case, with council

members' approval. Although his
authority to do so was challenged, it

$50 million
says we can cover

yourexce65
property risk.

Hartford Specialty has the capacity
to cover excess property risks
up to $50 million. And we back
up that capacity with outstanding
underwriting, claims and loss
control services. So if you want to
place an excess property risk, call

Hartford Spec alty Company. An amliate of The Hartford In
underwriting and risk financing progra

Hartford Specialty right now.We're
ready to write more business.

HARTFORD **>
SPECIALTY
The Insurance People of ITT ,WJ

surance Group, Hartford. Conn. 06115. Products and services:
ms. Claim, loss control and captive services.

fie.

Mr. Hefty said one
option is to let an

employee named in
the suit choose an

attorney from a list.

was upheld on appeal, he said.
The defense situation was com-

plicated by the board's split vote in
the Richmond case. The five offi-

cials who opposed the rezoning
were pitted against the four who
would have approved it.

However, the composition of the
council changed during the lawsuit.
Persons sympathetic to the council
members who voted against the re-
zoning became the majority. As a
result, one outside law firm was
fired and another was hired, he
said.

An "interesting" way to get
around the question of who should
select the attorneys to be used is to
allow each employee who is a party
to a suit to choose an attorney from
a list of three, Mr. Hefty said. This
approach was upheld earlier this
year by the 2nd U.S. Circuit Court
of Appeals in Suffolk County Pa-
trolmen's Benevolent Assn. Inc. vs.

County of Suffolk, he added.
In dealing with outside counsel,

the local government needs to keep
control of the case by requiring
briefings and receiving copies of all
pleadings.

It is also important to clearly de-
lineate fee arrangements and mesh
them with the local government at-
torney's budgetary process so bills
are presented before allocated
funds revert to the general budget
fund. •

Employee reports
are sticky issue
CHICAGO-Some risk

managers may be going too
far to preserve the confiden-
tiality of employee reports on
potentially loss-causing
events, defense attorneys
warn.

Some risk managers ask
employees to submit accident
reports in a letter to the em-
ployer's attorney. The idea is
to cloak that report with at-
torney-client privilege and
prevent a plaintiff's attorney
from later having access to it.

However, a judge would
probably rule such an effort
a "sham," said Robert W.
Fioretti, senior attorney and
supervisor in the general liti-
gation division of Chicago's
corporation counsel's office.
Mr. Fioretti participated in a
conference in Chicago last
month sponsored by The De-
fense Research Institute Inc.

After a few cases like that,

the employer's attorney may
be facing charges of conspir-
acy and have to hire an at-
torney to defend himself,
added Joseph D. MoDevitt,
an attorney with the firm of
Borgelt, Powell, Peterson &
Frauen, S.C., in Milwaukee.

Eliminating as much pa-
perwork as possible is better
than trying to hide it, Mr.
McDevitt explained.

Employees should be
trained to write only objec-
tive comments in reports, be-
cause subjective comments
often create problems in lia-
bility cases, he added.

Reports should be open
because the long-term ef-
fects of covering up a law
enforcement officer's inap-
propriate actions, for exam-
ple, would be worse, said
Eugene F. Pigott, county at-
torney for Erie County,
N.Y., in Buffalo.
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N.Y. county bullish on cut
By MEG FLETCHER

CHICAGO-A New York county
government is facing reduced lia-
bility exposures and claims costs
because of the aggressive use of
risk management techniques and
other cost-cutting practices, the
county attorney says.

Erie County, which spends about
$700 million annually to provide ser-
vices for 1 million residents, faces li-
ability exposures for such diverse
risks as recreational facilities to 1,000

miles of roads, says County Attorney
Eugene F. Pigott Jr.

The county is also responsible
for a public hospital, a convention
center and a professional football
stadium in Buffalo, Mr. Pigott told
participants recently at a seminar
sponsored by The Defense Re-
search Institute Inc. in Chicago.

Among the techniques and prac-
tices the county uses to hold down
liability exposures and claims costs
are:

• Handling liability claims in-
house.

More and more cases are being
handled in-house because the

county found that outside counsel
lacked the necessary expertise to
properly defend the county on a
cost-efficient basis, Mr. Pigott said.

"The county made the deter-
mined effort to gradually wean it-
self away from the use of outside
counsel, first with respect to the
more straightforward cases, and
leaving for the last the complex
medical malpractice claims and
multidefendant general liability
claims," Mr. Pigott said in his writ-
ten presentation.

"In addition, more attoneys were

hired on a gradual basis to assume
more and more of these duties as

they were brought inside."
The county attorney's office can

defend claims against the county
with little interference from liabil-

ity underwriters because the
county in 1978 established a
funded, self-insurance program for
its automobile, general liability and
medical malpractice claims.

Although the county had ini-
tially supplemented the self-in-
sured program with the purchase
of umbrella liability coverage, it
decided during the current tight
market to become totally self-in-
sured, said Mr. Pigott.

The county attorney's office has
"broad" discretion to settle any
claims brought against the county,
he said. His office can settle most

cases independently. However, he
must notify the county budget of-
fice of any settlement in excess of
$25,000 and receive approval from

Lawyers' group
holds seminar
CHICAGO-About 50 peo-

ple attended a seminar on
defending liability suits
against government entities,
held Sept. 26-27 at the
Knickerbocker Hotel in Chi-

cago.

The seminar was spon-
sored by The Defense Re-
search Institute Inc., a Chi-

cago-based national organi-
zation for defense attorneys.

Upcoming conferences to
be sponsored by DRI include
seminars on asbestos, equal
employment law, workers
compensation, toxic waste,
bad faith, trial tactics, prod-
uct liability, medical mal-
practice and drug liability.

For more information,
contact The Defense Re-

search Institute Inc., 750 N.

Lake Shore Drive, Suite
5000, Chicago, Ill. 60611; 312-
944-0575.

the county executive to settle
claims in excess of $100,COO, he
said.

• Limiting liatility fcr con-
tracted services.

The county has been a ' bully"
about protecting itself by limiting
its liability for contracted services,
Mr. Pigott said.

Erie County requires any con-
tractor wanting to do business with
it to certify that it meets the
county's minimum insurance re-
quirements.

In addition, all county contracts

provide that the contractor will
"hold harmless, indemn:fy, defend
and pay any judgment" 'cr any ac-
tion arising out of the contract.

However, the tight insurance
market has made it di fficult for

some contractors and other munici-

palities, which plow some Erie
County roads, to find insurance.
Under certain circumstances, the

county attorney's office will waive
insurance certification require-
ments for such a contractor, Mr. Pi-

gott said.
• Controlling risks.

t,

%

ting claim costs
A risk management specialist op-

er:tes out of the county attorney's
office, Mr. Pigott explains. The spe-
cialist assigns risk management
duties to designated individuals
wi:hin each department that has
major liability exposures.

Incident reports are filed on a
form prepared by the county's law
department, Mr. Pigott adds. Po-
ter.tially serious claims are re-
viewed weekly by investigators
from the county attorney's office.

Minor incidents may result in a
''no-fault" fcrm being sent to the

4" 1

claimant to fill out and return for

routine handling. That type of ex-
peditious handling would be used
if, for example, a few motorists
complained that loose stones at a
county road construction site
bounced up and cracked their
windshields, he said.

"We are very sensitive to the
needs of our citizens in that re-

gard," Mr. Pigott said.
But the risk management pro-

cess wouldn't end with payment of
the claim. The road crew would

Continued on net page
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Continued from orevious page
be contacted about the damage
complaints to prevent future losses.

• Handling lawsuits.
A New York state law makes the

county attorney s job easier by re-
quiring that anyine suing a munie-
ipality must file a notice of claim
within 90 days of the accident de-
scribing the incident and the plain-
tiff's alleged injuries, he said.

The law also allows the county
attorney to depose the claimant
soon afterwards and require him or
her to submit to a medical exami-

nation.

The county attorney's office also
defends the county's public hospital
for all claims, except those in
which a private patient sues a doc-

tor. However, the county attorney
sometimes encounters difficulties

determining whether or not the pa-
tient is a private, fee-paying one,
Mr. Pigott said. It also is deter-
mined whether a conflict of inter-

est exists in cases when the county
attorney's office is defending a doc-
tor and the hospital. Outside coun-
sel is appointed as needed.

• Paying judgments.
Mr. Pigott said the county has

used structured settlements in

which it purchases annuities from
commercial insurers to pay judg-
ments, whenever possible

The county also may be able to
"self-structure" settlements be-

cause of its bonding capability, but
has not done so, he added. .

L

business insurance, October 14, 1985 / 15

High court bucks precedent
in municipal antitrust ruling

By MEG FLETCHER

CHICAGO-A U.S. Supreme
Court ruling that "substantially lib-
eralized" the ability of municipal-
ities to restrict competition and still
escape liability in antitrust suits
may be short-lived, according to a
legal expert.

"The pendulum is going to swing
back in the direction from which it

has come," said Stanley M. Lipnick,

an attorney with Arnstein, Gluck,
Lehr, Barron & Milligan in Chi-
cago

Mr. Lipnick predicted the rever-
sal during a seminar sponsored in
Chicago by The Defense Research
Institute Inc., a Chicago-based or-
ganization for defense attorneys.
His projection is based on previous
antitrust actions against municipal-
ities where lower courts have ruled

very differently in cases involving

The real magic to effective medical case management is control-
ling costs throughout the course of a serious illness. To make
sure that your program is more than just smoke, ask yourself
these basic questions:

1. Does your case management program spot high-
exposure claims before they occur?
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certification, identifies serious, high-cost claims before hospital
admission occurs. We manage the case-and contain costs-
from day one.

2. Is your case management program as comprehensive
as it should be?

Real case management programs don't stop with hospital admis-
sion. Intracorp coordinates all inpatient care to assure proper
utilization of medical services. We also pre-plan hospital dis-
charge and provide all necessary home care, medical equipment
and outpatient treatment. We'll even audit the hospital bill.

All this means a successful outcome for the patient and your
bottom line.

3. Are your case managers critical-care experts?

Intracorp's case managers are all registered nurses with critical-
care experience. Their expertise with complex medical condi-
tions, technologies and facilities moves the patient efficiently
through the health care delivery system. What's more, our staff
of 2,300 professional and support personnel, backed by a net-
work of medical consultants, works one-on-one with the patient,
family and treating physician. They're there whenever and wher-
ever you need them, in 125 offices nationwide.

4. Is your case management system built on 15 years of
cost containment experience?

200,000 cases have given Intracorp a matchless record of re-
turning patients to their maximum level of recovery-with the
maximum return for every dollar spent. By combining pre-cer-
tification with effective cost containment services, Intracorp gets
results. Costs are contained from the onset of illness. And you
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ment isn't as comprehensive as it should be.
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similar facts.

Before the high court's ruling,
plaintiffs had successfully chal-
lenged the authority of municipal-
ities to deny access to municipal
services, grant cable television
franchises, require Sunday closings
of businesses and implement zon-
ing restrictions, he said.

But, the Supreme Court's ruling
earlier this year in Town Of Hallie
us. City of Eau Claire (Wisconsin)
altered that precedent. The case
concerned a municipality that con-
structed sewage treatment facilities
but refused to serve nearby towns
unless they agreed to be annexed
by the municipality.

"State statutes authorized the

municipality to construct the facili-
ties and to determine the areas to

be served by them, implicitly auth-
orizing refusals to serve certain
areas," Mr. Lipnick said.

Because of that implicit authori-
zation, the court said, a municipal-
ity claiming a "state action" ex-
emption does not have to show that
state law requires its anti-competi-
tive conduct or that the state super-
vises that conduct, he added.

Mr. Lipnick said the ruling mod-
ified law made in two earlier cases:

• In 1978, City of Lafayette vs.
Louisiana Power & Light Co. deter-
mined that local governments do
not have the same exemption from
federal antitrust laws that states do.

• And, in 1982, Community
Communication Co. Inc. us. City of
Boulder (Colorado) held that politi-
cal subdivisions of a state enjoy the
state's federal antitrust exemption
only if they are following a specifi-
cally expressed state policy of dis-
placing competition by regulation
or by monopoly public service.

Such court interpretations led to,
among other things, a $9.5 million
antitrust judgment-later tripled to
$28.5 million under then-current
antitrust laws-against Grayslake,
Ill. in 1984. Here, the city had de-
nied a sewer tie-in to a developer
(BI, July 1; Aug. 13, 1984).

That verdict prompted the filing
of about 200 antitrust cases against
municipalities nationwide, Mr. Lip-
nick said. It also prompted munici-
palities to urgently appeal for fed-
eral statutory relief.

The federal Local Government

Antitrust Act of 1984 conferred

partial immunity for local govern-
ments and their officials and em-

ployees and exempted them from
triple damages in future cases.

However, the prohibition against
triple damages applies only to cases
filed after the law took effect on

Sept. 25, 1984, unless a defendant
convinces the court that it would be

inequitable not to apply the law re-
troactively, Mr. Lipkin said.

And, there is a "clear" trend that

courts are ruling favorably on mu-
nicipal requests for retroactive ap-
plication, he said.

Still, in antitrust actions against
municipalities, courts have made
very different decisions in cases
with similar facts, he said.

That has raised "nagging" ques-
tions and uncertainty about an area
of law where there exists "inherent

tension between the antitrust goal
of economic freedom and (the) reg-
ulation and exclusion of competi-
tors through exercise of govern-
mental functions such as licensing,
zoning and franehising," he said.

Municipalities should be aware
of rapid changes in court rulings in
cases involving municipal antitrust
issues and that there may be more
in the future, he said.

Municipalities should be pre-
pared to answer antitrust charges,
he said. "The best thing that a city
can do to defend itself is to have

some real governmental rationale
for its action," he said. .
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A New Specially:Insurance Market
4

The Insurance People From General Motors

System forecasts, analyzes
comp losses for self-insurers

products & services
-

California Interactive C'omput-
ing Inc. is offering a loss-foreeast-
ing and analysis system to com-
panies that self-insure or self-ad-
minister their workers compensa-
tion or property/casualty insurance
programs.

The system, called FORECAST
PLUS, provides forecasts of ilti-
mate aggregate losses by insurance
layer and predicts when losses will
be paid or reported. It can analyze
losses in terms of exposure:, like
the number of employees or
amount of merchandise scld, and
identify _oss trends that may sug-
gest changes in claims administra-
tion practices.

The system was developed by
Risk Management Inc., a subsidiary

Experience / Security / Commitment

of broker Emett & Chandler Cos.

Inc., and is being marketed, in-
stalled and supported by North
Hollywood, Calif.-based California
Interactive Computing

Run off a mainframe computer,
the system can be used as a stand-
alone system or with CIC's claims
and data base management system.

The cost of the system varies
with how the system is used, a CIC

spokesman said.
For more information, contact

Gary Smart, California Interactive
Computing Inc., 125:7 Chandler
Blvd., North Hollywood, Calif.

.

91607; 818-985-2680.

Nurses' legal issues
Nurses have not escaped un-

scathed from the recent move to-

ward liability suits. In fact, many
nurses are increasingly concerned
about their legal rights and respon-
sibilities in the current health care

delivery system.
The Virginia Hospital Research

and Education Foundation and the

Virginia Insurance Reciprocal are
offering a 17-minute videotape pre-
sentation called, "Legal Issues for
Nurses. . .A Case Study."

The videb, which consists of sev-

eral vignettes, covers a variety of
legal issues concerning nurses, in-
cluding consent, negligence, re-
sponsibility for actions of supervi-
sors, physicians' orders, adminis-
tering medications and documenta-
tion.

The videotape is available in 1/2-
inch or %-inch tape, and comes
with a discussion leader's guide and
a participant's training guide.

The package costs $350, including
shipping. Order from Carrol B.
Longest-Gray, Virginia Hospital
Research & Education Foundation,
P.O. Box 31394, Richmond, Va.
23294; 804-747-8600, ext. 213 or 280.

Punitive damages
Both plaintiffs' and defendants'

lawyers may find what they are
looking for in "Punitive Damages:
Law and Practice," published by
Callaghan & Co. in Wilmette, Ill.

The two-volume set covers back-

ground and current elements of pu-
nitive damage law and precedent-
setting cases. Specific topics cov-
ered include:

• State-specific discussions of
punitive damage laws nationwide.

• Analysis of a variety of cases.
• An in-depth examination of

punitive damage insurance poli-
cies.

• Pleading forms in three major
areas: product liability, bad faith
and intentional torts.

• Practical suggestions about
presenting proof, evidence, preee-
dents, etc.

"Punitive Damages" is written
by James D. Ghiardi and John J.
Kircher, both law professors at
Marquette University Law School.

The two-volume set is available

for $116 from Callaghan & Co.,
3201 Old Glenview Road, Wilmette,
Ill. 60091; 800-323-1336; 800-624-
8525 in Illinois. .

Product liability suits
in federal courts rise

The number of product liability
suits filed in federal courts around

the country is rising.
Product liability complaints filed

in federal courts increased 26,1% in

fiscal 1985 compared with fiscal
1984, according to statistics com-
piled by the Administrative Office
of the U.S. Courts in Washington.

Some 13,554 product liability
suits were filed in fiscal 1985,

which ended June 30, compared
with 10,745 suits in fiscal 1984.

The states with the most federal

pr9duct liability suits filed in 1985
are: Texas, 1,485 cases, up 62.1%
from 916 in fiscal 1984; Massachu-

setts, 1,216 cases, up 47.4% from 825;
Ohio, 1,018 cases, up 51.7% from
671; Pennsylvania, 908 cases, up
3.9% from 874; and Mississippi, 787
cases, up 10.4% from 713.

Wyoming had the fewest product
liability cases-12-filed in 1985. .
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Benefits network

Continued from page 3
they access it," Mr. Quinn said.

About 50 companies and oygani-
zations nationwide currently have
access to the network, and the

number "has been growing
weekly," Mr. Quinn said.

Among the users are the Em-
ployee Benefits Research Institute,
an employee benefits think tank in
Washington, and the U.S. Depart-
ment of Health and Human Ser-

vices, he said.
Mr. Quinn said he receives 15 to

20 requests a week for information
about the EBIN.

However, he said, "Many com-
panies don't have all the equipm€nt
they need," he said. "They don't
have a modem or a PC and they re
trying to get approval for one "

The network, which is edked by
Mr. Quinn and an associate writer,

consists of nine separate bulletin
boards: Research and Studies; Up-
coming Conferences; Employer's

1

'Oftentimes, I don't have the time to read a

whole article in a paper, but it'seasy for me
to scan the information on my computer,'

says Charles Miracola of Public Service
- Electric & Gas Co. =-

Health Benefits Newsletter Sum-

mary; HOTOP[CS-Employee
Benefit Innovat:cn Summary; Con-
sultants Corner; New Products and
Services; Health Care Cost-Con-

tainment Issues: Regulation and
Federal Legislation; and the User
Message Board, which allows users
to communicate with each other by
asking questions and leaving an-
swers or messages on the bulletin
board.

The network's information

comes from a variety of sources, in-
cluding articles in daily newspa-
pers and trade Tublications; reports
from insurance companies; news-

letters from employee benefit con-
sultants. and information gathered
by EBR= and the Department of
Health an:i Human Services.

Two of the bulletin boards-Em-

ployers Health Benefits Newsletter
and HOTOPICS-are summaries of

the two newsletters published by
Personnel Research.

The br€vity of the items is one of
the system s advantages, Mr. Quinn
said.

"It's kep: purposely small so peo-
ple can scan the system in a short
period of time and print out what-
ever they want," Mr. Quinn said.

"The material is constantly

A bargain
at twice the price

When it comes to choosing professional management of your
health care dollar, there's just one rule: you get what you pay for.

If you're tempted by a price too good to be true. ask yourself,
"Am I willing to put my reputation on the line as a guarantee that
my company and our employees will receive the quality service they
deserve? Am I getting the value in service for the price I'm paying?"

With HRS, you have no doubt. HRS delivers full value for your
dollar.

When you buy HRS, you're buying the best. The best in proven
and customized health care cost management packages. The best in
professional expertise and personal services. And the best in
reducing your company's health care costs without reducing the
quality of care.

So, if you're looking for I'd like -norecomplete information on the unique
HAS na,aged care approach:o health care.

professional management of your Mail to: Health Related Services, Inc.,
301 Fiffh,wenue Bldg., Pittsbirgh, PA 15222.health care dollar-amd you want to

make sure you get what you pay Name Title

for-compare HRS managed health Company

care with anyone else. Artrirass

You'll see why it pays to go with city State Zip

the best. Telephong

To learn more, complete and
return the coupon here, or call 50
(412) 765-1444.

An affiliate of Blue Cross of Western Pennsylvania , - °:.
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changing. When it becomes old or
has been accessed by most peopls,
we delete it. And, we add son-.e-
thing new almost every day," he
explained.

The 50 users, most of whom are

non-corporate entities such as re-
search institutes and information

clearinghouses, use the network in
varying amounts.

"Some of them call the compuzer
every couple of weeks, some of
them call twice a week," Mr, Quinn
said.

To gain access to the network, a
user simply inputs his or her pass-
word into the computer and selects
a bulletin board. The computer re-
sponds with a list of summaries of
recent information on the topic the
user has chosen.

To save time, the user can ask

the computer to list only thOSe
items that he or she has not pre-
viously reviewed, according to Mr.
Quinn.

Public Service Electric & Gas has

used EBIN since mid-July "basi-

8110/1485
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cally to try to get as much benefits
information as soon as possible,"
said Charles Miracola, senior em-

ployee benefits representative for
the utility.

"Oftentimes, I don't have the
time to read a whole article in a

paper, but it's easy for me to scan
the information on my computer,"
he said. "Most of my work is done
on a personal computer anyway, so
it is easy for me to scan the system
to see what's new while I'm work-

ing on it."

The utility company's headquar-
ters and its Salem, N.J., office both

have access to the network through
IBM Personal Computers.

Mr. Miracola said he uses the sys-
tem two or three days a week, add-
ing that he would like to have more
access.

"I would like to see it (accessible)

more often, especially on Mondays,
being the first day after the week-
end," he said. "It saves me a lot of

time, particularly when I have to
look up statistics or studies. I can
get up-to-date information very
quickly without having to weed
through piles of reports. I use all
the bulletin boards quite a bit."

Before the company was linked
to EBIN, Mr. Miracola said, he had

to read four different benefits pub-
lications, the local newspapers, The
Wall Street Journal and other peri-
odicals to keep up with employee
benefits developments.

"I still scan them, but I don't
spend as much time on them as I
normally would," he said.

The Nyhart Co. Inc., an em-
ployee benefits consulting com-
pany in Indianapolis, started
using EBIN in early September.
The company has about 1,000 eli-
ents, most of whom are located in
the Midwest.

Nyhart is hoping the network
will give it a jump on information
-especially information on legisla-
tive developments-that it nor-
mally gets through regular mail.

"(We hope to) get information on
what's being discussed earlier," said
Daryl Dean, president of Nyhart.
"It's a matter of speeding up the
lobbying response, which we par-
ticipate in" on behalf of the Assn.
of Private Pension and Welfare
Plans.

Mr. Dean is hoping the network,
which all Nyhart employees may
tap into using IBM Personal Com-
puters, will streamline his review
of all the benefit-related material
he sees each week. But, he is re-

serving final judgment on the net-
work for the moment.

"I probably have 100 to 150 pages
of material weekly to scan," he
said. "I'm still looking at what I
used to look at and will continue to

do so until this is proven."
But, he said, "the cost is minimal

and my philosophy is the concept
of the electronic bulletin board is

long overdue."
Nyhart currently is training its

employees to use the network, Mr.
Dean said. In the meantime, each
employee receives a printout once a
week listing new items that were
added to the network during the
week.

"If they have further questions
about the article, they can call up
the summary and see if that article
really covers the topic they're in-
terested in, without having to go
and hunt down the original
source," Mr. Dean said.

So far, the company is using the
system about two or three times a
week, Mr. Dean said, adding that
he expects usage to pick up as em-
ployees become more familiar with
it.

"If it proves to be accurate and
quicker, it'11 get a lot more use in
the future," he said.

However, Mr. Pear cautioned, "If
it doesn't prove to be more accurate
and quicker, it'11 die on the vine."

For more information on EBIN,
contact Mr. Quinn at Personnel Re-
search Associates, 49 Oakridge
Road, Verona, N.J. 07044; 201-239-
6154.



The last thing
hewants

isa free ride.

Helping him earn his own way
is one of Unionmutual's top priorities.

Lost income is only one effect of a disability.
Self-esteem, job security, education and training - all of these
elements of personal pride suffer when an employee is
unable to earn a living.

Unionmutual's Rehabilitation Program is designed to help
a disabled employee return to work as quickly as possible.

Rehabilitation makes solid business
sense.

When a disabled employee can overcome a disability,
everyone wins. The claimant regains the satisfaction of being
employed. Co-workers enjoy a significant morale boost. The
company maintains a skilled employee, avoids the expense
of hiring and retraining a replacement, and reduces claims
which may help lower its LTD premium rate.

Rehabilitation is an important key to reducing the overall
cost of LTD insurance. Unionmutual's rehab specialists can
help make it all possible.

Unionmutual's total approach to rehab.
We employ only Certified Rehabilitation Counselors

(CRCs). Because they are located regionally, their local
knowledge stems from first-hand experience. Working
directly with claimant and employer, Unionmutual's CRCs are
responsible for coordinating the entire rehab process includ-
ing physical therapy, career counseling, and helping the
disabled employee accept limitations.

Unionmutual is the LTD expert.
Our ability to underwrite large case plans has helped us

become the nation's number one source of LTD insurance
for nine years.* We are also a leader in rehab services, and
we are highly experienced in reducing LTD costs further
through our comprehensive risk management program.

One thread runs through all of our products and ser-
vices. We call it the UNUM comm#ment to exce#ence. TM It
means striving to be the best at everything we do. And that
can only be achieved by putting the customer first, focusing
on customer needs, and developing products and services
that meet those needs better than our competition. The
UNUM commitment to excellenceTM means a constant effort

to improve, to build on earlier successes, to find the better
way to meet our customers' needs. And, we believe that
making the customer number one makes us number one,
too.

If you'd like more information on Unionmutual's rehab
capabilities and our risk-management approach to the needs
of large employee groups, contact your local Unionmutual
representative or return the coupon today.

LTD. Another UNUMTM product.

* Employee Benefit Plan Review, April 1985
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Please send me more information about Unionmutual's
LTD plans and rehabilitation programs.

Name

Title

Company

Address

City

Telephone

State

Mail to: Unionmutual Corporate Marketing
2211 Congress Street, Portland, Maine 04122

Zip

Unionmutual

The UNUM commitment to excellence.
TM

Union Mutual Life Insurance Company, Portland, Maine 04122 9
Unionmutual Stock Life Insurance Co. of America. Podland. Maine 04122 (All states except New York)

Unionmutal Stock Life Insurance Company of New York, Elmsford, New York 10523 (New York State only) 8
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UCCEL Corp. offers a flexible benefit plan
tra exiblenbeelfit paskage bene!it beat cost of their dental coverage ployees must pay 20% of their basic

Employees in Dallas, Chicago dental expenses, such as exams and
it hopes will better meet employ- - and Minneapolis also may choose to cleanings, and 50% of major dental
ees' benefit needs while containing enroll in one of five HMOs The expenses, such as oral surgery
benefit costs only pays 50% of the surgeon's fee riod, UCCEL contributes $40 72 cost of each HMO varies, but The plan pays a maximum of

Currently, UCCEL pays $35 in It pays the regular reimbursement Employees who choose coverage UCC EL contributes the same $1,000 a year per participant
benefits for every $100 it pays in for hospital and other related fees for themselves and two or more de- amount toward HMO coverage as lt The plan also requires employees
salaries Both plans also deny reimburse- pendents pay $18.46 per pay period, does toward basic coverage to get pre-treatment review if the

"We wanted to contain future ment for hospital expenses in- UCCEL pays $54 88 Or, employees may M aive medi- cost of a procedure is expected to
costs, and we wanted an innovative curred on Fridays or Saturdays, ex- Employees who select high-op- cal coverage and receive $9 62 in exceed $150
benefits package to better meet em- cept for emergency admissions tion individual coverage pay $4 61 selection dollars each pay period Employees who select individual
ployees' needs," said Stuart Gill, And, both plans provide up to 120 per pay period, UCCEL pays $25 89 The flexible plan also offers em- dental coverage pay $1.38 per pay
the computer software company's days' coverage in an extended care toward the coverage Employees ployees individual or family dental period, UCCEL contributes $2 78
benefits manager facility and 30 days of hospice care who select high-option coverage coverage, neither of which is in- Employees who select dental cov-

The new program, called "UC- or the cost of outpatient care for for themselves and one dependent cluded in their basic benefits Em- erage for themselves and one fam-
CELECT," took effect earlier this terminally 111 participants, to a pay $23 07, UCCEL pays $45 08 ployee elections under the dental 1ly member pay $3 06, UCCEL pays
year and covers UCCEL's 1,400 maximum of $3,000 Employees who select high-op- coverage are effective for two $623 Employees who select dental
full-time employees The program, UCCEL pays the entire premium tion coverage for themselves and years The dental coverage is un- coverage for themselves and two or
which offers 83 possible coverage -$23 34 per pay period-for em- two or more dependents pay $30, derwritten by Aetna more dependents pay $4 38,
options, was designed with the help ployees who select basic indiv.dual UCCEL contributes $65 79 The dental options require a $50 UCCEL pays $8 69
of two consultants Hewitt Associ- coverage Employees who choose Previously, employees paid annual deductible for individual Previously, dental care was cov-
ates in Lincolnshire, Ill and coverage for themselves and one $56 75 for dependent health care coverage and a $100 deductible for ered under the medical plan
Towers, Perrin, Forster & Crosby dependent pay $12 46 each pay pe- coverage only, which included the family coverage In addition, em- Continued on net page
in Dallas Under UCCELECT, em-

ployees can choose from among the
following 1

• Two levels of traditional fee-

for-service medical coverage
• Health maintenance organiza-

tions in Dallas, Chicago and Minne- hz " fi

apolis, which cover about 90% of
UCCEL's employees

• Two dental plans
1 i P

• Three levels of individual life

insurance and two levels of depen-
1

dent life insurance

• Ten levels of accidental death A

and dismemberment coverage with
employee and dependent options L,$4

• Two levels of long-term dis-
ability coverage

• A flexible spending account
for medical expenses not covered
under the employee's medical plan h
and for child care expenses

• A 401(k) savings plan allowing *

pretax and aftertax investments 3
with three investment vehicles and

a company match
UCCELECT provides a basic

benefit package at no cost to em- ,

ployees The basic insured benefits
.

are individual medical, life and l

V .

business travel accident insurance

However, employees can "buy" I<.

other benefits with "selection dol-

lars," which the company adds to .5 1
If

the employees' bi-monthly pay-
a

checks Employees also can use 1./.' f. Itheir selection dollars to make con-

tributions to the 401(k) plan
The amount of selection dollars

an employee receives depends on
his or her pay level and seniority :4 '  . '*ar· f .+

If an employee's benefit choices
cost more than he or she gets in
benefits dollars, the employee pays
the difference in pretax dollars, if

1

the cost of the chosen benefits lS
.less than the amount of selection

dollars, the employee receives the ",1 -
I %

difference in aftertax dollars
% ;

Employees have three medical . / 41 ./

coverage options the basic plan,
the high-level plan and HMOs The
basic plan and the high-level plan
are underwritten by Aetna Life In-
surance Co of Hartford, Conn

The basic plan requires employ- Introducing CRITERION...a sound, cei
ees to pay a $500 individual and
$1,000 family deductible and 30% of
expenses above the deductible, up General American's new CRITERION program offers employers a state-of-the-artto an annual out-of-pocket maxi-
mum of $2,000 for individuals and
$4,000 for family coverage

hospital preadmission and continued stay review program. CRITERION physicians,
The high-option plan provides working with attending physicians, help determine the most cost-effective treatment...

coverage equivalent to UCCEL's
previous medical plan, which also in or out of the hospital.
was underwritten by Aetna The
high-option plan requires employ- Most experts agree 25% of today's by General American toadministerthe calls for less costly treatment than
ees to pay a $200 individual or $400 hospital patients could be treated just program They have years of expert- the attending physician would pursue
family deductible and 20% of ex-
penses exceeding the deductible, up as effectively on an outpatient basis ence providing medically sound de- otherwise Your employees have an
to an annual out-of-pocket maxi- And when hospitalization  appro- terminations of the need for, and incentive to join tri the agreement
mum of $1,000 for individuals and priate, your employees should avoid appropriate duration of, hospitaliza- because they face bigger deductibles
$2,000 for family coverage

Both plans waive the deductible
the cost of extra days of "rest and tion CRITERION'S physicians have and/or coinsurance payments when

and pay 100% of expenses for out- relaxation ' when they could be been remarkably successful in building treatment exceeds agreed limits
patient surgery, pre-admission test- recovering at home effective working relationships with
ing and second surgical opinions DOLLAR SAVINGS

attending physicians
Both plans also require employ- PHYSICIAN-TO-PHYSICIAN

ees to get a second, concurring In many cases the agreement on a plan For each $1 you spend on CRITERION,
opinion for 15 selected non-emer- CRITERION'S operating strength comes of treatment between the attending we estimate you will save $4 to $5 in
gency surgical procedures If the from the medical professionals selected physician and the CRITERION staff employee claims A conservative
employee fails to do so, the plan



Continued from previous page
Under the UCCELECT pro-

gram's basic benefits, employees
receive $10,000 of life insurance,
which is underwritten by Aetna.

Employees may choose supple-
mental individual life insurance

options equal to one, two or three
times their annual salary, rounded
to the next-highest $1,000, up to
$750,000. The cost depends on an
employee's salary and age.

Employees also have two choices
for dependent life insurance. The
standard option provides $5,000 in
insurance for spouses and $2,500
for each child. The high option pro-
vides $10,000 in life insurance for
spouses and $5,000 for each child.

The cost of dependent life insur-
ance is 55 cents each pay period for
standard coverage and $1.10 each
pay period for high-level coverage.

Previously, employees had com-
pany-provided life insurance equal
to twice their salary, up to $150,000.
The coverage was written by
Aetna.
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UCCELECT gives employees a
choice of 10 levels of accidental

death and dismemberment cover-

age, starting at $25,000 and increas-
ing in $25,000 increments to
$250,000. The cost of the coverage,
underwritten by The Hcme Insur-
ance Co. in New York, ranges from
34 cents to $3.46 per pay period.

Previously, the company pro-
vided AD&D coverage equal to
twice an employee's salary, up to
$50,000. Employees also could buy
additional coverage in increments
of $20,000, up to $100,000. The cost
ranged from 96 cents to $4.80 a
month, and Aetna Life underwrote

that plan.
Employees also can select from a

variety of options under dependent
AD&D. The cost and the benefits

depend on the specific items cov-
ered and the employee's family sta-
tus. The cost ranges from 50 cents
to $5.07 per pay period.

Previously, employees could
purchase AD&D coverage for their
spouse for $1.20 a month for $25,000

in coverage, and for children for 5
cents per child per month for
$1,000 in coverage for each child.

Two levels of long-term disabil-
ity coverage are available, and em-
ployees must choose one unless
they have waived medical cover-
age. The LTD coverage is written
by Union Mutual Life Insurance
Co. of Portland, Maine.

The standard option provides a
benefit equal to 50% of base pay, up
to $7,000 a month. It starts after an

employee has been disabled for 90
days and continues for up to 60
months, depending on age.

Previously, most employees paid
100% of the cost of LTD coverage,
which was equal to the high-level
coverage. The cost depended on the
employee's salary. But, if the cost
exceeded $15 a month, UCCEL

paid the balance of the premium.
That program also was under-
written by Union Mutual.

In addition to these insured ben-

efits, UCCEL's new program offers
employees a flexible spending ac-
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count to pay for child care expenses
and unreimbursable health care

expenses. Employees can contrib-
ute from $130 to $3,000 a year to the
account, but they must forfeit any
unused contributions at the end of

the year to comply with Internal
Revenue Service requirements.

The flexible plan also offers a
401(k) savings plan, into which em-
ployees can deposit up to 10% of
their pretax earnings and 10% of
their aftertax earnings.

UCCEL matches the first 4% of

earnings contributed on a pretax
basis with 25 cents, 30 cents or 35

cents on the dollar, depending on
the employee's years of service.
Employees can choose from three
investment vehicles.

UCCEL terminated its defined

benefit pension plan and rolled
over its accruals into employees'
401(k) plans.

The company also canceled its
thrift savings plan, which allowed
employees to contribute from 2% to
8% of aftertax pay. .

Min way to reduce health care costs
estimate. We will keep you posted
on your actual results and savings
through regular quarterly reports.

THREE LEVELS OF COVERAGE

There are three CRITERION programs.
The first offers preadmission and
continued stay review with follow-up
actions initiated by the CRITERION
staff. Attending physicians prefer it.
So do we. The second also includes

preadmission and continued stay
review, but the follow-up is the
attending physician's responsibility The

third program offers preadmission
review only.

EMPLOYEE INFORMATION

General American provides the neces-
sary communications tools to help you
gain employee understanding and
support: a brochure explaining the
program in simple terms, a reminder
wallet card, suggested announcement
letters, and sample newsletter articles.

INFORMATION BROCHURE

CRITERION is a major feature in the

6*Top of the Market" in employee benefits

20 new management tools recently
developed by General American to
help employers and consultants man-
age group health benefits. To receive
your CRITERION brochure, contact
your consultant, agent, or broker; call
your local General American group
sales office; or write Bill Kuehl,
Marketing Director-Large Group,
General American, 700 Market Street,
St. Louis, MO 63101.

American
LIFE INSURANCE COMPANY
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 washington
IRS dropping
REA spousal
consent rule

By JERRY GEISEL

WASHINGTON-The Internal

Revenue Service says final regula-
tions implementing the 1984 Re-
tirement Equity Act will not re-
quire employees to get consent of
their spouses before they can col-
lect early retirement benefits.

The regulations will allow em-
ployees-without spousal consent
-to retire early if they opt for an
annuity that provides joint and sur-
vivor benefits, the IRS said in a re-
cent news release.

The news release nullifies a

much-criticized provision in tem-
porary regulations issued by the
IRS during the summer that said
spousal consent was needed before
employees could collect early re-
tirement benefits (BI, Aug. 19).

The IRS said employers can rely
on the news release in amending
their plans.

Superfund extension
The House of Representatives

has approved a 45-day extension of
the federal Superfund law after
congressional committees failed to
act on a bigger reauthorization bill.

The extension was needed so the

federal government can continue
to collect taxes to pay for hazard-
ous-waste cleanups.

The Senate has already passed a
five-year $7.5 billion Superfund
reauthorization bill (BI, Sept. 30),
but several House committees still

must act on pending proposals.
In addition, both the House and

Senate have approved resolutions
to continue the Federal Crime In-

surance Program through Nov. 14.
Statutory authority for that pro-
gram expired on Sept. 30.

It isn't clear if Congress will con-
tinue the program beyond Nov. 14.
The Senate wants to terminate the

program, but the House is more in-
clined to a one-year extension, con-
gressional committee staffers say.

The program provides federally
subsidized coverage to 39,000 poli-
cyholders, about half of which are
small employers in New York.

Meanwhile, the federal Overseas

Private Investment Corp. is wait-
ing for the Senate to pass a reauth-
orization bill so it can continue to

write new political risk policies.
OPIC's authority to write new poli-
cies expired Sept. 30. The House
has already passed a reauthoriza-
tion bill allowing OPIC to write
policies for four more years.

OPIC says existing policies will
remain in force and it will process
applications.

Carbide fines

The Occupational Safety and
Health Administration has pro-
posed fining Union Carbide Corp.
$32,100 for alleged safety violations
at the company's pesticide produe-
ing plant in Institute, W.Va.

The proposed penalties result
from an OSHA investigation of an
Aug. 11 leak at the plant that left
141 people hospitalized, OSHA said.

OSHA said violations at the plant
include:

• Failure to store in a control

room a sufficient amount of emer-

gency respiratory protective equip-
ment. The equipment also was not
quickly accessible to employees.

• Improper slicing and location
of electrical cords.

• Engineering controls to pre-
vent air contamination were not

implemented.
Carbide will contest the penal-

ties, a spokesman said. .
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WEIGHING CHOICES
Risk managers should use care in selecting a claims service

By Thomas S. Owens

T A TERE I TO BECOME the newly appointed casualty
V V risk manager of a large corporation with multiple

business locations nationwide, I would ask myself a
number of questions at the outset of that job:

• Should I insure or self-insure the level of exposure
within which expected losses are presumed to fall?

• How much risk, per occurrence and annually, can
the corporation afford to retain?

• Would I be better off dealing directly with primary
and/or excess insurers or would I do better retaining a
broker ?

e What organization is best positioned to provide
casualty claims service? The options would be the claims
facility of the insurer issuing the policies, some other
insurer's claims facility, a nationally based independent
claims service provider, a number of regional or local
independent companies or internalizing some or all of
the claims handling.

The answers to these basic questions are all of
extreme importance in constructing a casualty risk
management program that's right for a particular
organization.

It's arguable which of these issues is the most
important.

However, since I know that 80% to 85% of my
insurance costs will be represented by the claim and
allocated loss adjustment expense dollars paid on losses,
I'm going to concentrate, in this article, on the criteria
that I would consider in the selection of a claims-service

provider.

The process can and should be lengthy. It should
involve several interviews with management-level
representatives.

For the sake of efficiency, before that process begins,
two fundamental questions should be answered to
narrow the list of

1

possible options to
those most attractive

to my corporation.
The first question is

whether I want to

exercise claims

control. I could elect

to resolve this issue in .
any one of three ways.

All claims management and disposition authority
could be delegated to the provider.

Or, in contrast, I could retain all of it and accept the
responsibility for managing or supervising the provider
and the claims results.

The third choice is that some authority be delegated
and some retained.

The authority break point could be represented by
line of insurance, level of exposure, per claim or a
particular line of cases representing high sensitivity to
my corporation, like product liability claims, personal
injury claims or claims from indemnitors.

Should I decide to insure my program with a
self-retention level in the primary layer, it's reasonable
to expect most underwriters to consent to my control of
losses falling somewhere within this self-retention
level, contingent on acceptance of this arrangement by
any reinsurers or excess in5urers involved. However,
some may not.

Regardlessof the risk-funding alternative selected, if
I decide to retain all claims authority, I must be
prepared to actively supervise the work of my
provider's claims representatives.

This is because if the provider has no authority, it will
expect to work at my direction and its representatives
will be unlikely to initiate claims management
techniques, resulting in higher expenses associated with
the final outcome of the claims.

I must determine whether I have the time and the

staff support-or whether I can acquire these necessary
elements-to perform this essential supervisory
function.

'1 would not solicit service fee quotations until
after the initial interviews because I wouldn't

want the difference in quotes to affect my
judgment of the final selection at this point.
At a later date that will matter, but not now.'

If I am to operate without the staff supervisory
resources, then I will search for the provider that is
believed to be best equipped to supervise its own work
and apply claims cost-control techniques of its own
volition.

The consideration is deciding whether independent
service providers-compared with underwriters' claims
facilities or subsidiaries-have the most basic precept
that claims results are the single most important
element of the independent service providers' existence.

The answer might

well be obtained by
asking the question,
"Whose claim

employees spend the
most time managing
and concluding losses
on which some or all
of the risk is borne by 
their employer?"

The second issue involves the matter of uniformity
vs. fragmentation: I must ask, do I want single or
multiple providers?

Historically, self-insurance provided the risk
manager with the option to select the most attractive
service provider if the decision was made not to
internalize or self-administer losses.

Today, that same option exists in insured programs
because most major property/casualty underwriters
have accepted the fact that the unbundling concept is
not a passing fad but that it is here to stay, and they
have adjusted accordingly.

Given the unbundling option in insured programs,
the choice then becomes that of selecting single vs.
multiple providers.

The advantages of using a single provider seem
obvious. I would have just one service contract to

negotiate.

The number of key
provider

representatives I
would work with

would be limited.

Only one set of claims
service specifications

- would be necessary.
One service

provider, large enough to handle my entire casualty
program, would be less susceptible to acquisition or
dissolution.

When service problems arise-and even in the very
best of circumstances these problems inevitably will
arise-the value of my entire account to the provider
with all my business will give me greater leverage to get
the soft spots strengthened.

And finally, let's consider the management
information I'll require. This final point is a very
important one.

In terms of management information I desire, I will
want to know about incurred and paid amounts,
projections of ultimate values and any variety of claims
data for loss-control and allocation purposes.

It will be much more easily integrated into my
operation if I can depend on this information coming
from a single source, produced at the same time and in a
uniform format for easier interpretation.

Were I to opt for fragmentation, I would contract with
multiple providers and could break out these
assignments on a number of bases: by line of exposure,
by geographic region or by subsidiary and division
within my own organization.

As a matter of fact, if one's desire is to have a complex
program, any combination of multiples thereof is
possible.

Proponents of fragmentation might argue that the
biggest advantage to be derived is the ability to replace
one provider of the group whose performance is not
satisfactory and not disrupt the entire service program
in the process.

'All claims management and disposition
authority could be delegated to the
provider. Or I could retain all of it.

The third choice is that some authority
be delegated and some retained.'

But, I'd have to be convinced I'd be satisfied with
performance before any service contracts were
executed.

I don't believe in organizing solely to take care of the
unexpected contingency, and that seems to me to be the
only advantage to fragmentation.

Depending on the answers to the questions of claims
control and uniformity vs. fragmentation, I now would
be in a position to interview a reasonable number of
providers.

I would select those

to be interviewed

based on my own
general knowledge of
their reputation and

how I thought their
facilities would fit the

needs of my

- corporation. And, I
also would weigh the

recommendations of my staff members or friends in the
risk management business.

I would not solicit service fee quotations until after
the initial interviews were conducted.

This is because I would not want the difference in

quotes to affect my judgment of the final selection-at
this point.

At a later date that will matter, but it will not at this
juncture.

Remember, the unallocated loss adjustment expenses
are going to represent only 10% or less of my overall
risk management costs.

What I want to concentrate on at this point is
determining which of the providers in which I'm
interested are able to distinguish themselves by
describing how these providers' claims-management
and cost-control techniques will derive the best possible
results: fair claims payment at minimum
claims-handling costs.

It also is important to learn to what extent the
competing providers can quantify the results of their
cost-control programs.

Each representative from the providers I interview
will present some boiler-plate monologue of their
company's basic philosophies, demographics and
dimensions: number of people employed, number of
business locations, volume of cases handled, total dollars
paid in claims settlements, etc.

In addition, each representative can be counted on to
distribute some glossy, professionally prepared
literature. '

Although this information may sound and may
appear impressive, it really is not going to tell me very
much about each provider's claims-handling
capabilities.

To learn about that, I am going to need specific
answers to specific questions.

For the sake of clarity, I would segregate them by
major line of exposure-workers compensation and
general liability-and ask questions on litigation cost
control.

The box on page 24 shows the questions that I would
ask in each area.

The purpose of the interviews is solely to obtain
sufficient specific information to review carefully and
make an assessment of the claim capability of each
provider.

Continued on next page

Thomas S. Owens is director of casu-
atty-property claims at The Travelers
Corp. in Hartford, Conn. /
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Care is needed in choosing a claims service
Continued from previous page

Then-and only from the providers
that I felt had exhibited the greatest
capability of providing me with
high-quality service-would I solicit
quotations.

As I request quotations, I would ask
that they be itemized as follows:

• Identify the items that constitute
unallocated expenses included in the
basic claims-service fee.

• Identify the items that constitute
allocated expenses not included in the
basic claims-service fee.

• Identify how independent adjuster
expenses are handled when the fees
incurred pertain to the entire claims-
adjustment process.

• Describe the methods used to

structure the claims-service fee.

And now, finally, comes the time to
exercise sound business judgment.

In my opinion, a basic tenet is that the
low bidder doesn't automatically receive
my business. I'll pay more for quality,
because what I'm seeking to control is
the vast majority of total risk dollars

represented by claims and allocated
expense payments.

I agree with others that, when it comes
to services, one gets what one pays for.

Questions to ask in weighing claims-handling firms
Workers compensation:

• What medical expertise do you have
on your staff?

• How do you match the complexity
and exposure levels of cases to the
experience and expertise of your staff?

• What control do you exert over use of
outside vendors for rehabilitation?

• What in-house facility do you have to
make use of transferable skills for

employees who can't return to work with
the same employer?

• What are your criteria for making
outside assignments?

• How do you handle cost control in
medical fee-schedule states?

• How do you handle cost control in
usual-and-customary states?

• What is your procedure for handling
dental claims?

• How do you handle subrogation and
employers' liability cases?

• How do you estimate future exposure
on cases?

• What actuarial facilities do you have
on total disability cases?

• What procedure do you have for
handling hearings and appeals?

Litigation cost control:

• Do you have a formal program for
managing lawsuits and litigation
expense?

• Do you directly employ lawyers to
defend your policyholders?

• How many practicing attorneys do
you employ? Will you provide their
educational and work experience
backgrounds?

• At how many of your field offices do
you provide on-staff legal service?

• What percentage of newly reported
litigation do your directly employed
lawyers handle?

• Do you maintain a list of independen
law firms to represent your
policyholders? How many?

• How do your directly employed
lawyers charge for their services?

• Do you have a formal program for
handling fees charged by independent
law firms?

• How much have you paid for legal
expenses in each of the last three years?

• How many litigation cases were

reported to you and settled in each of the
last three years?

Liability:

• How do you match the complexity
and exposure levels of cases to the
experience and expertise of the members
of your staff?

• Do the very highest exposure liability
cases receive special handling from your
firm?

• What kind of special training was
given to your highest-level technical
experts?

• What medical experts do you have on
your own staff?

• What kind of process do you have for
effecting structured settlement
agreements?

• What use do you make of

rehabilitation of liability cases?
• What kinds of controls do you exert

over use of outside vendors for

rehabilitation?

• Do you have a process for estimating

future economic loss on liability cases?
• How do you control claims exposure

on larger, more complex property
damage cases?

• How closely are less severe, more
routine cases supervised?

New book charts surplus lines market
books & ideas"Surplus Lines Insurance: The Misunderstood

Market"

By Samuel H. Weese, Ph.D.
Published by the National Assn. of Independent

Insurers, 2600 River Road, Des Plaines, Ill.
60018-3286

69 pages, $6 softcover

By Carol Cain

TTYHE IMPACT of surplus lines insurers on the
1 insurance marketplace is explored in a new book

written by a surplus lines expert.
"The surplus lines insurance business has been an

important part of the property-liability insurance
market since the industry's beginning in this country,"
Professor Samuel H. Weese says in the opening chapter
of his new book: "Surplus Lines Insurance: The
Misunderstood Market."

Mr. Weese, who is considered an expert on the subject
of surplus lines, is a professor of insurance studies at
Eastern Kentucky University in Richmond.

In the book, Mr. Weese discusses the history and the
future of the surplus lines market, making it an
excellent reference for anyone dealing in this market.

Chapters concentrate on surplus lines insurance in
the current insurance environment, the regulation of
surplus lines insurance and the surplus lines marketing
structure. There also are sections on the major surplus

lines insurance sources, like Lloyd's of London, the U,S.
insurance exchanges and other alien and domestic
surplus lines insurers.

In the chapter on the regulation of surplus lines
ifisurance, Mr. Weese notes that this job "has long been
a difficult and perplexing problem for regulators.

Regulators "recognize the need for a surplus lines
market, but they disagree over the degree of regulatory
freedom this market needs to best serve the insurance

buying public," Mr. Weese says, adding that "the debate
continues."

In discussing the surplus lines marketing structure,
Mr. Weese explains the roles of the various
intermediaries used and how the intermediary is the
focal point of activity, from both an underwriting and a
regulatory standpoint.

And, Mr. Weese also recognized the importance of
another of the key players in the surplus lines
market-the corporate buyer.

"Insurers recognize that they are dealing with a more
sophisticated buyer, who has become more demanding,
not only on prices but on services, too," he says.

"One of the strongest influences on the competition
for commercial lines property-liability insurance has
been the movement by major industrial and commercial
businesses of this country into self-insurance and

captive insurer programs," he says.
"While risk managers and the risk management

concept have brought major changes to the operational
and underwriting policies of the admitted
property-liability insurance industry, the risk managers
have probably been a positive factor for surplus lines
insurers and required little change in the way they have
done business in recent years," Mr. Weese says.

The book was researched and written during 1984,
which Mr. Weese classifies as "perhaps one of the most
dynamic (years) on record for the property-liability
insurance business." It also contains an epilogue to recap
some of the events of 1985.

All of these perspectives on the surplus lines
market-the history. the current dynamics and the
future-are written in a compact and clear manner by
Mr. Weese, making the book a 69-page gem that should
be on the mandatory reading list for both newcomers
and veterans in the surplus lines marketplace.

Mr. Weese was commissioned to write the book by
three trade associations: the American Assn. of

Managing General Agents in Washington; the National
Assn. of Independent Insurers in Des Plaines, Ill.; and
the National Assn. of Professional Surplus Lines Offices
in Roswell, Ga.

"The book is a complete review of the surplus lines
market-a broad analysis," said Richard M. Bouhan,
government relations director for NAPSLO, adding it
can be used as a resource, reference document or text.

Surgical procedure for impotence found compensable
legal briefsAn Arkansas appellate court ruled that

the implantation of a prosthetic penile
for an employee who sustained a back
injury followed by impotence was
reasonable and necessary.

Jimmy Rogers injured his back while
working for Crain Burton Ford Co. and
underwent surgery in 1973, Later, he
developed bladder and bowel
incontinence and impotence.

It was found that Mr. Rogers was
suffering from a demyelinating disease,
which had either been precipitated or
aggravated by the back injury and was

compensable.

Treatment began for impotence and a
penile implant was recommended.

Mr. Rogers' claim for compensation for
the procedure was approved by the
Workers' Compensation Commission;
however, his employer appealed.

The appellate court said that it was not
essential that the causal relationship
between the accident and the disability
be established by medical evidence or

that the evidence be medically certain.
The appellate court was satisfied that

there was substantial evidence to support
the finding of a causal relationship
between Mr. Rogers' injury and his
impotence.

Furthermore, the appellate court also
rejected the employer's argument that
the procedure was not reasonable or
necessary.

The court said there was satisfactory

evidence that the procedure was
"necessary" to restore Mr. Rogers, as far
as predictable, to his physical condition
before the back injury. Crain Burton
Ford Co. v. Rogers, Court of Appeals of
Arkansas, Sept. 5, 1984 (BI/05/).-$5).

These abstracts were prepared by Cases
Unlimited Inc. A copy of an entire deci-
sion may be obtained by sending a cheek
for $5 made out to Cases Unlimited to

Business Insurance, 740 N. Rush St., Chi-
cago, m. 60611. List the number for each
opinion.
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ASK A RISK MANAGER
There are advantages
to ' shopping' for cover

Q
What are the advantages and

disadvantages for a firm and its
risk manager of shopping an
insurance program, say every
threeyearsl

In today's marketplace, the
"shopping" that is being done is

A almost exclusively to find a market
for the account. In many cases, it is
just to secure the limit and coverage
terms desired.

- If we return to a competitive
marketplace, the advantages to both

the firm and the risk manager are measurable, provided
the risk is a desirable class of business with a good loss
record.

The market environment and quality of risk being
offered are key issues in determining the frequency of
shopping a program.

From personal experience, though, staying with one
or two financially stable markets for more than 10 years
has been most beneficial for our company and for me.
During this time, we enhanced the terms and policy
conditions, adjusting the premium as the risk
changed-on an annual basis

My experience involved our property program, which
provided broad coverage at reasonable cost in
financially secure markets. We suffered a catastrophic
loss in excess of $30 million. The coverage was there,
while some companies in the same business had none.
Our loss was paid quickly and in full.

At renewal, even in this disturbed marketplace,
premium increases were reasonable, along with the
policy terms and conditions.

The disadvantages of shopping today are obvious.
Many markets will not take the time to quote on any
favorable terms, and they may not be ready to pay your
loss without considerable conversation.

Reports can answer
profit center questions

I After my insurance and risk

 management budget has beensent out to our profit centers, the
phone rings continuously for
explanations about the increased
premium expense. Most of the

- heated requests are directed
toward our retrospective charges

in the workers compensation, general and auto
liability programs. How do you handle these
questions and this problem?

I will assume the questions to this
seemingly ever-present problem

A involve large, self-insured

programs.

While there are two easy answers
to the problem, in my experience,

- very few of us use them. The first
answer is to forecast your premium

accurately so it equals ultimate claim and expense costs;
the second is to combine last year's retrospective
adjustment with next year's forecast.

We work hard to be accurate in our projections with
actuarial help, but have yet to attain an ultimate
accurate projection of expense. Secondly, our auditors

The Perspective section, which is a forum for readers
opinions, is compiled and edited by Copy Editor Alison
Kittrell. She can be reached at 312-649-5262.

1

have persuaded us not to combine our prior adjustment
with next year's expense.

I believe that most large, self-insured programs seek
outside actuarial help in setting prospective rates for
forecasting premium expense, based on the account's
prior loss history.

We do this for our combined workers compensation,
general and auto liability program.

In the beginning, the actuaries were hired to satisfy
outside accountants' questions about the adequacy of our
reserves.

However, with a good history of losses, their help in
setting prospective rates became beneficial and more
accurate.

We continually experience escalating jury awards.
With medical expenses and statutory benefit levels
increasing at a rate exceeding inflation, an actuarial
program that looks at your loss records frequently is
necessary. We now ask them to do a report twice a year,
by profit center.

Although we use the actuarial report as a basis for
premium forecasting, we also can identify reserve
changes in the previous year's loss history that can
cause the retrospective adjustment and numerous
questions.

Here are the reports we issue for profit center use to
help identify, by line, major reserve changes and then
zero in on the claim causing the major dollar change.
Our standard reports are issued quarterly, by profit
center.

Our first report is a large-claim report listing workers
compensation claims of $50,000 and above and general
and auto liability claims of $25,000 and above. This
permits quick identification of large claims, so visible to
the senior management. It does not show those smaller
claims that collectively may have a greater impact on
costs.

The second report is called a Claim Variance Report,
which quarterly shows all reserve changes of $100 or
more. This report also can be issued monthly.

We find profit centers consider this the more valuable
report in tracking reserve changes, by quarter, in total
and individual, including when the reserve change was
recorded. Provided they keep a record of these changes
each quarter, it is possible in our program to determine
the approximate expected retro.

If individual claim reserves change substantially, we
expect the profit center to ask questions about that
claim.

We encourage direct contact with the adjuster, as well
as with ourselves. Occasionally, claim payment detail is
requested about an individual claim.

We secure this information from our on-line

Corporate Systems computer in the form of a claim
abstract. This detail is printed at the time we request it
and shows the claim date, location, each payment by
date, reserves and reserve changes by date for medical,
indemnity and claim expense.

Lack of manuscript form
problem on liability risks

Q
In this down marketplace, how

do you handle the changes you
must make from broadly written
contracts or manuscript forms to

the more traditional forms being
offered by insurance companies?

1 This can be a frustrating
experience, particularly if you and

A your broker have labored hard
during past years at broadening
your coverage and policy terms.

Our experience has been less
- traumatic with our property

coverage than with the liability
forms. Perhaps this has been due to the long-term
relationship built up with property underwriters over

time and to some consideration for our acceptance of
reasonable pricing.

While our property coverage lacks some
refinements-such as a no claim bonus-and we would

buy some higher limits, if they were available, the basic
structure of coverage is still intact.

However, our liability program suffered a serious
blow when the manuscript form was eliminated.
Coverage, terms and limits were reduced, and the price
increased more than 50%.

Our immediate concern was to notify our operations
people of reductions and restrictions, as well as any new
contractual obligations imposed upon us. This exercise
was hampered by delays in completing limits and
agreeing to form and term conditions.

The concern in communicating these coverage
modifications to our legal and operations people
sometimes cannot be clearly understood by your broker
or the market.

Specifically we have begun, as we did many years
back, with a standard company form. We have
requested broadening features that can be added by
printed endorsements.

The next step-for us and for you-will be to attempt
further revisions by special endorsements that will
provide some coverage or eliminate exclusions and
bring your forms closer to those you had in the past.

Advantage of stop-loss
is capping year's losses

Q

A

What are the advantages and

disadvantages for a firm and its
risk manager of having a
"stop-loss" in the retrospective
rating plan?

The advantage is·that you "cap"
your losses in any one year so your
company knows the maximum cost

of its program. This could be
profitable for a new company or one

entering a new business with little

experience in the type and
frequency of insurance claims

expected.

Capping your losses if you work in a corporate
environment with very tight financial controls may be
worthwhile.

The disadvantages are cost of the coverage,
particularly in the first several years, and the need,

depending on the lines of insurance involved, to record
and keep accurate account of claims on a paid and
incurred basis.

Good recordkeeping is mandatory, since your
casualty claims can take up to 10 years or more to close.

Would you like advice from an erperienced colleague on a
risk management, benefit management or actuarial problem?
Three features in the Perspective section of Business Insurance
can give you some answers.

Ask a Risk Manager, Ask a Benefit Man-
ager and Ask an Actuary answer written

 questions from readers on risk and benefit
 ' -.- management issues and actuarial problems.
I  This month's column on risk manage-
-- ment issues is uiritten by Ralph F. Perry Jr.,
ill up and director of risk management at
nail/. Amfac Inc. in San Francisco. Joseph Duua,
Ili--4 director of employee benefits and compen-
 sation at SCM Corp. in New York, answers

p benefit management questions. And, Wit-
Nam J. Miner, an actuary with The Wyatt

Mr. Perry Co. in Chicago, answers actuarial questions.

MT. Duva's and MT. Perry's columns appear alternately on the
second Monday of each month. Mr. Miner's column appears four
times a year on the first Monday of the month. Mr. Perry's net
column will appear in December.

Address your questions to ASK, Business Insurance, 740 N.
Rush St., Chicago, Ill. 60611. Please give us youT name, title and
employer, however, Business Insurance will consider unsigned
letters.



SOME AVIATION POLICIES
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You may be under the impression that all aviation
insurers provide you with the same service. Ifs not true.

Unlike other major aviation insurers, at CIGNA's
Insurance Company of North America, we aren't part of
a pool, or syndicate. So you have the advantage of
dealing directly with our own staff.

And not just in underwriting, but in everything from
loss control to claims.

Additionally, unlike other aviation insurers that give
customers standard policies amended by endless
endorsements, we provide clients with policiestailor-made
fortheirspecific needs. Which makes for uncomplicated
and easily understood policies.

INA Special Risk Facilities*
a CIGNA company

'INA Special Risk Facilities Is the marketing organization forproducts
underwrmen by the CIGNA Property and Casualty Insurance Companies.
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With professionals in all 50 states and in over 160
countries. we offer convenient and speedy resolutions to
a wide variety of potential problems worldwide. And we're
the only major aviation insurer in a position to
promise you that.

We are proud of our commitment to serve you, and
we think that this commitment is reflected in the kind of
service we provide.

For more information, contact your nearest INA agent
or broker. Or write to INA Dept. Al, 1221 Avenue of the
Americas, NY NY 10020.

The nexttimeyou're considering landinga new aviation
policy remember that our policies fly like no others.
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Hull, cargo rates
Continued from page 1
types of risks they write, noting
that many ocean cargo policies now
include coverage for land-based
risks without additional premium.

In fact, the cargo underwriters
attending the IUMI conference
passed a resolution decrying the
low rates being charged for cargo
risks and calling for a halt to cover-
age "for losses which are inevita-
ble."

Although the hull insurance un-
derwriters attending the confer-
ence discussed many topics, the
need for higher rates was on every-
one's mind.

"The hull rates are generally too
low," said Lars Lindfelt, managing
director of the Swedish Mutual

Hull Club, a Swedish hull insurer
that was criticized last year for un-
dercutting rates to attract new U.S.
business (see story, page 32).

"The danger is that for so many
years, underwriters have relied on

investment income to make ends

meet. But, now claims must be cov-

ered by premiums, so, bluntly, rates
should come up," he said.

Hull rates should reflect loss ex-

perience and the quality of the
fleets being insured, Mr. Lindfelt
added. If a "good" shipowner with
a quality fleet
pays a rate of
0.5% of the in- /Zor:
sured value, CY°0 1985 
then a "bad"

owner with a Ulul
fleet rs-houu1 pay 
1.5%, he said.

"Rates are too low. But, the an-

swer is that you should help the
good owner by giving adequate
rates and penalize the bad owner.
Then maybe the bad owner will get
out of the market and his ships will
be scrapped," Mr. Lindfelt said,
adding, "I am surprised that some
ships are insured at all."

"There is a significant defect in the
current rating of hull insurance,"

Derek Wills, Lloyd's of London ma-
rine underwriter for syndicate 633
managed by Barder & Marsh, told a
IUMI hull committee workshop.

"Surely there has to be a better
way than the way we are dealing
with it today," he added.

Although delegations from sev-
eral nations-including Australia,
Canada, Denmark and France-re-

ported at the conference that hull
rates are hardening, rates are still
not high enough, said Tony Nunn,
chairman of IUMI hull committee

and manager, director and marine
underwriter for Malvern Insurance

Co. Ltd. in London.

"Do not leave this conference with

the idea that we have reached an

adequate level of premium for hull
risks to which underwriters are ex-

posed," he warned. "Deductibles
have not generally followed infla-
tion and the currency situations. Nu-
merous special owners' or brokers'
clauses are exposing underwriters to
eventualities, not risks."

Mr. Nunn also said that un-

derwriters must ask for more in-

formation from policyholders to
calculate hull premiums.

He said underwriters should:

• Pay more attention to the con-
dition of vessels established by the
classification societies.

• Pay "continual" attention to
management and crew, which con-
sistently aggravate or minimize
hull losses.

• Discontinue giving wide cov-
erage to "substandard" vessels,
"particularly if this cover is in-
directly subsidized by the reputable
and successful owner."

• Give premium discounts only
to those fleets that deserve the dis-

counts, not across-the-board.

"Unless we recognize now how
appalling in real underwriting this
hull account has been, how long
will we continue to write this port-
folio?" asked Mr. Nunn. "We are

walking a tightrope over a deep
cavity. . .and we are just halfway
across the chasm to safety."

Most of the underwriters attend-

It Days to beconie a

In today's insurance world, you
need an advantage that sets you
apart from others in the busi-
ness. That's the kind of profes-
sional edge you can enjoy as a
Chartered Property Casualty
Underwriter (CPCU). Just con-
sider all you have to gain by
earning your CPCU designation:

You'/lacquirea better under-
standing oftbe business.

In the course of your studies,
you'll learn the finer points of
property/casualty loss exposures
and coverages, the critical issues
facing the insurance industry,
and the management principles
you need to help you do your
job better. You'll also explore the
impact of the legal, economic,
and financial environment in

which your organization oper-
ates-all part of becoming a
well-rounded professional.

You'U increasepur earnings
potential.

If you're an agent or broker, your
CPCU will help you stand out to
potential customers. As a com-
pany employee with your CPCU,
you'll be in an excellent position
to advance up the ladder.

You'll experience a bigb level
oil»vfessional prestige.
Just like those with professional
designations in other fields such
as accounting or engineering,
you'll be recognized as one of
the leading professionals in your
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field. And because of your dedi-
cation and achievement, you
could be considered as a top
candidate for your organization's
management team.

You'U earn greater re*ect
from co-workers and
customen

As a CPCU, you'll find super-
visors, peers and customers
showing an even greater appre-
ciation for your business
judgement. And as a member of
the Society of CPCU and one of
its 137 local chapters, you'll have
an opportunity to develop
strong relationships with many
others in the property/casualty
insurance industry-there are
more than 15,000 fellow CPCUs
in every part of the United States
and in every aspect of the
industry.

& CASUALTY UNDERWRITERS

t

You'/lopen doon to insurance
success-ifyou're willing
to make ibe commitment.

CPCU may not be for everybody.
Only for those who are commit-
ted to the insurance industry
and willing to work toward a
long-range goal. It takes dedica-
tion and hard work to become a

CPCU, but those that do agree it
was worth the effort. To learn

more about the CPCU designa-
tion and how it can benefit you,
complete the coupon below and
return it to us today We're cer-
tain you'll find that, "It pays to
become a CPCU."

r------------8,Sal
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ing a question-and-answer session
following the hull committee
workshop also seemed to agree that
there should be some changes in
the way underwriters evaluate
risks before quoting a premium
rate.

For example, Mr. Wills suggested
that underwriters rather than shi-

powners should determine the in-
sured value of a vessel.

"As an underwriter, I have al-
ways felt that the value of a ship is
the owner's business," Mr. Wills

said. "But today I am concerned
that the banking system is getting
shored up by insurance coverage
values that are not anything like
the real value of the vessel."

Mr. Lindfelt agreed. Before the
current depressed condition of the
shipping market, some ships were
worth $30 million to $40 million,

but they now are worth only $5
million to $10 million, he said.

However, these ships are still fi-
nanced by loans at their original
value, and banks require owners to
have insurance, he said.

As an example, Mr. Lindfelt said
the Swedish Club insured for $27

million a ship originally valued at
$34 million. When the ship suffered
a partial loss, it cost $15 million for
repairs, even though by then the
ship was worth only $7 million on
the open market.

The Swedish Club paid the $15
million claim, he said.

"These large amounts should not
be insured by marine hull cover-
age, but by bankers' coverage (for
the financing)," he said.

"My own view is that un-
derwriters should take an indepen-
dent view of rating risks," said Mr.
Wills. "I do not see the need for in-

flating the insured value, because it
only inflates your claim."

Ryota Fujimoto, executive direc-
tor of the Japanese Hull Insurers'
Union, told the hull committee
workshop that in Japan, the in-
sured value of the vessel actually is
determined by underwriters.

But, in the United States, the in-

sured value of ships is determined
by the shipowners and their finan-
ciers, said Allen E. Schumacher,
chairman of the American Hull In-

surance Syndicate in New York.
So, he warned, "We do have to be

on guard and should be kept in
front of the situation at all times."

Some underwriters suggested
that if insurers get the right price,
the insured value of a ship is not an
important factor in hull rating.

"It is more getting the right price
for the risk than worrying about
the insured value," one un-
derwriter at the workshop com-
mented.

Hull underwriters also expressed
concern about depending on classi-
fication societies to ascertain the

condition of the ships they insure.
Classification societies, including
one at Lloyd's, survey the condition
of the vessels and log this informa-
tion for underwriters.

However, when the ownership of
a vessel changes, the classification
society report on the condition of
the vessel is not always up-to-date,
and underwriters are concerned
about the effect this has on their

underwriting decisions.
Meanwhile, the cargo un-

derwriters attending the IUMI
meeting were so concerned about
the state of the current cargo insur-
ance market that they passed a res-
olution decrying low rates.

The resolution states: "There is

abundant evidence to support the
repeated assertion that cargo un-
derwriting has been unprofitable in
recent years on both a national and
international scale. . . .The number

of national markets to which this

does not apply are very small.
"The (IUMI) Council believes

that underwriting practice has
gone too far in the granting of in-
surance cover for losses which are

inevitable and that a reversal of

this trend is an essential prerequi-
site to any program designed to im-

Continued on next page



Continued from previous page
prove the underwriting results of
international cargo insurance.

"Obviously, premium levels
should reflect the risk exposures
and immediate past experience,"
the resolution concludes.

One reason that cargo rates have
not ballooned is that reinsurance

capacity has not contracted for
cargo coverage like it has for other
property/casualty risks, said David
C. Beebe Jr., senior vp for Chubb &
Sons Inc. in New York.

In addition, he noted that cargo
insurance underwriters have

markedly different attitudes than
do property/casualty underwriters.

"The property/casualty corree-
tion in the U.S. was a groundswell,
with reinsurance contracting and
other factors all pointing in the
same direction," Mr. Beebe said.

"There isn't that groundswell in
the marine cargo market.

"Cargo and hull (insurance)
cycles, in fact, are different than
property/casualty cycles, and they
almost seem to me to be opposite
cycles to each other," he observed.

Mr. Beebe also noted that cargo
underwriters have stretched ocean

marine cargo policies to include
overland transit risks, warehouse-

to-warehouse coverage and other
extensions without any additional
exclusions or premiums.

In fact, in the face of increasing
competition, cargo insurers have
included risks about which they
know nothing, he said.

"From an insurance buyer's
viewpoint, there are obvious ad-
vantages to this type of placement,"
he said. "He is able to negotiate
with a Single underwriter who has
the flexibility to make his coverage
and pricing decisions on a judg-
mental basis. . . .It makes the few

difficult segments easier to place as
part of the overall ocean marine
program and is usually more ad-
vantageous on a total price basis."

But, this kind of broad-based un-

derwriting without proper knowl-
edge of the risk is "dangerous" to
the underwriter, he said.

Although the underwriter may
be very knowledgeable about the
risks of cargo on the seas-losses
from stranding, sinking, burning or
collision-he or she may not know
anything about the onshore risks
that the policy has been extended
to include.

"How many are truly comfort-
able when asked to include a pro-
cessing exposure or, alternatively, a
rigging risk at the delivery end
which includes a lengthy installa-
tion of equipment and a complex
testing requirement?" Mr. Beebe
asked conference attendees.

Marine underwriters have faced

costly losses because they have ex-
tended their ocean marine cargo
coverage to include on-land risks,
Mr. Beebe said. Recent losses in

which cargo insurers have shared
include the $100 million loss of

goods from a fire at a K mart Corp.
warehouse in 1982 (BI, July 19,
1982) and a loss of as much as $200
million of goods in a fire at a Port
Elizabeth, N.J., warehouse complex
last February (BI, May 13).

"I believe that we cargo un-
derwriters must now, before it is
too late, reassess the complex risk
facing us," Mr. Beebe said.

"We must take appropriate ac-
tion to assure that cargo under-
writing continues to be a profitable
-and therefore effective-adjunct
to international trade."

Specifically, Mr. Beebe advised
cargo insurers to:

• Learn more from property
underwriters.

Property underwriters tradition-
ally provide a separate limit for
earthquake coverage and reduced
limits for flood losses, he said. They
also request, in certain instances,
deductibles and coinsurance.

But, marine underwriters seldom
have invoked such limitations or

conditions, Mr. Beebe said.

• Analyze and reconsider the
rationale for offering extensions

and other frills on marine cargo
policies. This may mean asking de-
tailed questions of policyholders,
Mr. Beebe said.

"Quite naturally, our policyhold-
ers may complain and resist such
time-consuming activities-partic-
ularly if they sense that the out-
come may result in higher pre-
mium bills," he said. "Nevertheless,

the re-evaluation process must take
place, and it must occur under the
totally reasonable premise :hat the
underwriter has a right to know
all."

• Find out more about the fi-

nancial condition of the policy-
holder. ''Statistics show a marked

correlation between an insured's

unstable financial condition and

the incidence of fraud and arson,"
he said.

Mr. Beebe said he believes that,

with today's computerized infor-
mation sources, underwriters will

have no difficulty finding the in-
formation they need to write sound
cargo insurance coverage. m
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66Thanks to CNAs LTD program,
I'm preparing for a new career in medicine,

not permanent disability:'

"1'd been in the medical field for over 15 years when an
injury left me with severe physical limitations. I could no
longer do my job. Fortunately, our Group LID program was
with CNA Insurance. Their claim representative suggested
lreturn to medical school to study another specialty that I
would be physically capable of handling. CNA paid to relocate
my family And, they're paying full benefits until lcan begin
working again. I'm optimistic that l will return to a
satisfying career."

This is an actual case history.
CNA believes that Group LTD coverage is only as good as

F

the service behind it. And truly good service requires the knowl-
edge that comes with experience. With over 40 years in the LID
business, w€ve gained the expertise to provide the quality
service and extra effort that our clients rely upon. Like a proven
rehabilitation program providing employees a chance for a
new and productive careen

CNA has the experience to handle claims with the special
attention they deserve. Have your broker contact us to discuss
our Group LID plans and what they can do for you.

Coverage is underwritten by Continental Casualty Company, one of the
CNA Insurance Companies.

CNA
For All the Commitments You Make
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Attem pt to lower hull war risk rates worries insurers
By STACY SHAPIRO

TOKYO-Lloyd's of London hull war risk
underwriters are cutting standard worldwide
hull war risk rates, to the dismay of some
other marine underwriters.

According to Lloyd's underwriters attend-
ing the International Union of Marine Insur-
ance conference in Tokyo last month, stan-
dard war risk rates are being reduced by
some Lloyd's underwriters to .025% of in-
sured value from 0.1% due to competition
within the London market over the past year
for war risks.

This follows efforts by leading Lloyd's un-
derwriters and U.S. insurers a year ago to
boost the standard hull war risk rate from

.025% to 0.1% (BI, Sept. 19, 1983).
Several underwriters led by IUMI Hull

Committee Chairman Tony Nunn said
Lloyd's move to reduce hull war risk rates is
ill-timed. Mr. Nunn noted at the conference

that tension in the Persian Gulf is rising be-

cause of the Iran-Iraq War, threats are being
made to close the Straits of Hormuz-which

could trap up to 40 tankers-and Iraq has
successfully attacked Kharg Island, Iran's
main Persian Gulf oil terminal.

In addition, marine underwriters have
paid more than $1 billion in hull war risk
losses since the beginning of the Iran-Iraq
War in 1980, said Mr. Nunn, who is also man-

ager, marine underwriter and director for
Malvern Insurance Co. Ltd. in London.

In summarizing the latest hullloss statistics
compiled by the Liverpool Underwriters'
Assn. and the Institute of London Un-

derwriters, Mr. Nunn noted that from June
1981 to June 1985, more than 150 vessels have

been damaged, destroyed or trapped in the
Persian Gulf as a result of the Iran-Iraq War.

In 1984, war risk losses, primarily in the
Persian Gulf, cost underwriters $142.5 mil-
lion. And, from January to June of this year,
31 vessels have been damaged, costing un-
derwriters $8.4 million, along with another

64 How can your company
best meet the new

ISO policy simplification
standards in 1986?

By getting
CLA right now."

Edward B. Shires, President, CLA Corp.

With Commercial Lines Automation, your company
can support the new ISO policy simplification
standards in the first quarter of 1986. We can show

you how-right now. For a demonstration,
write Ed Shires, President, CLA Corp., 1 Riverview
Square, East Hartford, CT 06108. =
Or call him at (203) 275-1110. .«_ --- -r•

CLA Corp.

 A subsidiary of The Hartford Insurance Group

five vessels for which losses aren't known.

At the conference, Mr. Nunn read a telex

pertaining to the most recent hull war risk
loss: The North Korean crude oil carrier Son

Bong was hit Sept. 23 by an Iraqi missile
while loading crude oil at Kharg Island. The
size of the loss is not known.

Besides focusing on war risk losses, Mr.
Nunn also gave an overview of other hull
losses at the IUMI conference.

In 1984, 215 ships were lost, compared with
209 ships in 1983, he said. Among major ca-
sualties was the total loss of passenger vessel
Sundancer, grounded off Canada's western
coast. The vessel, which sailed under a Baha-
mian flag, had a value of $40 million, said Mr.
Nunn.

The French roll on /roll off vessel Mont

Louis also sunk off the French coast in 1984.

The hull loss cost underwriters $2.3 million.

No cargo losses were paid because the cargo
of uranium hexaflouride was recovered and

the French coast suffered no pollution.

Mr. Nunn noted that more than 70% of all

hull losses in 1984 involved ships that were
15 years or older.

About 39% of hull losses, excluding war
risks, are weather-related, the hull casualty
statistics released by Mr. Nunn note. About
31% of hull losses are caused by fire and/or
explosion and the rest by stranding, collision
and contact-"which shows a marked in-

crease in human error," said Mr. Nunn.

Underwriters are encouraged by some of
the statistics in the report, however, Mr.
Nunn said.

In the past, up to 12.5% of the world's ton-
nage has been idle because of the slump in
world shipping. However, in 1985, only 8.0%
of the world's tonnage is laid up, compared
with 9.4% last year, said Mr. Nunn.

This may reflect shipowners' move to
break up older vessels that are causing losses
for underwriters, Mr. Nunn reflected.
"Break-up is being encouraged in many
quarters," he said. .

World offshore risk premiums
could be depleted by one loss

By STACY SHAPIRO

TOKYO-A single major catastrophe in the North Sea offshore oil
fields could wipe out the worldwide premium base for offshore oil
rig coverages, says Jean-Claude Mace, marine underwriter for Com-
panie d'Assurances Maritimes Aerriennes & Terrestres (CAMAR) in
France.

Total worldwide premiums generated by offshore risks on an an-
nual basis reach $1 billion today, Mr. Mace told the International
Union of Marine Insurance conference in Tokyo last month.

Of this, about $300 million of premium is written on the London
Master Oil Rig Slip and about $200 million more is written in the
London market, about $150 million is written in the U.S. insurance
market and about $100 million in the Scandinavian insurance mar-

ket. The remainder is written by other world markets, he said.
"A major loss of an (oil drilling) platform over $1 billion would

dry, at one go, the premium of the year and would have dramatic
effects on the offshore, the marine and other insurance markets in
the world," said Mr. Mace. "What would be the effects of a cata-
strophic loss involving several platforms?"

Mr. Mace noted that underwriters are currently facing at least one
offshore loss that may exceed $200 million as a result of efforts to
control a blowout last year near Canada's Sable Island, off the coast
of Nova Scotia. That "represents more than 20% of the total pre-
mium," he said.

Underwriters, too, are concerned about the subsidence of a North
Sea oil rig in the Ekofisk field, though no loss estimates were men-
tioned at the conference.

"If we consider the premium volume compared with the exposure
represented by a single unit, we have to ask ourselves where will we
find the money in case of a catastrophic loss," said Mr, Mace.
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"HereWe
Go Again"
The turn around has

begun. Bold, imaginative
rnarketing approaches will
be ever more important.

TheWetzel
Company, Inc.

P.O. Box 66452

Houston, Texas 77266
AC713/621-6033

Telex: 76-2053

Marine underwriters mute

) on Swedish Club expansion
By STACY SHAPIRO

TOKYO-The expansion of a Swedish mutual hull
association into the U.S. marine insurance market-a

hot topic at last year's International Union of Marine
Insurance conference-is now apparently taken for
granted.

U.S. and London underwriters charged at last
year's conference in Helsinki, Finland, that the
Swedish Mutual Hull Club had undercut standard

marine hull insurance rates when it grabbed three
large U.S. accounts that previously had been under-
written in London and the United States (BI, Sept.
24, 1984). Representatives of the Swedish Club were
not on hand at the conference to answer these

charges.

Swedish Club Managing Direc- %-1
tor Lars Lindfelt attended last /0 IUMI
month's IUMI conference in

Tokyo to answer questions un- derwriters might raise, but the
Swedish Club's critics were silent

this year.
"One of the reasons I came to

Japan is to answer any comments like those that
were made last year," Mr. Lindfelt said. "But we are
steadily increasing our business without any criti-
cism."

Competing hull underwriters seem to have taken
the Swedish Club's moves for granted, said Mr.
Lindfelt, addig that some underwriters said they also
would have aggressively sought new U.S. business if
they could.

"Until 1974 we had no need to leave Sweden to

find new risks because the Swedish shipping market
was booming," Mr. Lindfelt explained. "But when
that stopped, we had to go into international. We
have made mistakes, but now we have the ma-
chinery working to write the business. And last year,
we were able to put our plans into action."

The Swedish Club, founded in 1672, now insures
about 550 ocean-going hulls totaling 12 million tons
jn weight. It retains the entire risk of about 93% of
the ships that it insures, while it retains at least 75%

ADVANCED CLAIMS
PROCESSING SYSTEM

Wbat if *
you need to double the production ofyour claims process-
ing without hiring new staff?

Well here's bow .0.

an ARC client in the northwest did it. They installed the
ARC Claims Processing System, and improved client ser-
vice levels at the same time.

More than a Claims Processing System
A SOLUTION FOR SELF ADMINISTRATION

ARC HEALTH SERVICES, INC.
16775 Addison Road
Dallas, Texas 75248

(214) 248-6241

Video taped system demonstration available on request

of the Other risks it writes, he said. Mr. Lindfelt did
not comment on the club's premium volume.

Now that it has expanded to include U.S. business,
the Swedish Club is increasing its interests in the Far
East, Mr. Lindfelt added.

Meanwhile, a U.S. hull underwriter that lost two
large clients-U.S. Lines Inc. of New York and Sea-
land Service Inc. of Iselin, N.J.-says it someday will
write these accounts again.

"The real impact on us regarding the Swedish Club
is the loss of position we have had with Sealand,"
said Allen E. Schumacher, chairman of the Ameri-
can Hull Insurance Syndicate. "But I am confident
that the fleet will return to us.

"Shipowners today are pressed for operations and
insurance costs to be lower. If they can get better
deductibles and a better deal, it's too much not to
experiment with," Mr. Schumacher said. "I don't
think it's going to be a permanent arrangement with
the Swedish Club," he added. "It offered lower rates.
It thinks it's right and we think we are right."

The American Hull Insurance Syndicate has re-
fused over the years to follow hull rates down just to
retain business, explained Mr. Schumacher. The syn-
dicate, which is backed by 50 U.S. insurers, retains
100% of its risk.

"That integrity, plus the philosophy of looking at
claims with a positive view, gives us the reputation of
quality-the Tiffany's impression, if you like," Mr.
Schumacher said.

"We haven't been prepared to bend to hold busi-
ness over the past years or go beyond the level of our
underwriting judgment. Our combined ratio over the
last five years has been around 108%. . . .Last year
our combined ratio was 97%."

The syndicate has raised its hull rates an average
of 6% annually for several years, Mr. Schumacher
said. "Certainly a bigger increase is needed," he said.
"We are prepared to wait around."

But because of this attitude, the syndicate's pre-
mium volume has been cut in half from $100 million
in 1974 to $50 million this year.

"We are mean and lean," said Mr. Schumacher.
"But we don't want to go further. . . ." .

Marine insurance conference

attracts 450 participants
By STACY SHAPIRO

TOKYO-More than 450 marine underwriters, reinsurers
and underwriting agents attended the conference of the Inter-
national Union of Marine Insurance, held Sept. 22-26 at the
Okura Hotel in Tokyo.

Delegates from 40 countries attended this year's conference,
which was hosted by the Marine & Fire Insurance Assn. of
Japan. In addition, this year non-delegate underwriters, rein-
surers and underwriting agents also were allowed to participate
in the conference, although they could not vote on IUMI issues.

The IUMI allows non-delegate underwriters, reinsurers and
underwriting agents to attend the conference every other year,
although brokers are never allowed to attend the gathering.

As in the past, this year one of the largest contingents of
delegates was from Great Britain, whose underwriters write
about 40% of the world's marine insurance and reinsurance.

As usual, Great Britain was represented by two delegations:
one from the Institute of London Underwriters and one from

Lloyd's of London.
Also, as in past years, the U.S. delegation, made up of repre-

sentatives from different organizations, started the proceedings
by reading what conference members fondly call "the Lord's
Prayer"-a fixed speech that says American delegates cannot
discuss rates or terms and conditions during conference pro-
ceedings because of U.S. antitrust laws.

Underwriters say they attend the IUMI conference because it
gives them a chance to see what is happening in marine insur-
ance markets elsewhere in the world. For example, this year
they learned of serious losses caused by ice in Canada and prob-
lems involved in the export of automobiles from Japan.

But most of all, they discussed the state of the world's cargo
and hull insurance markets (see stories, pages 1 and 30).

The underwriters talked shop while they visited the shrines
or the Imperial Palace in Tokyo, dined or kept appointments
with other underwriters.

"We can cross-pollinate ideas," one underwriter said.
"Usually it is the broker who travels, but this conference gives
us a chance to see for ourselves what is happening in other
markets," another underwriter said.

The underwriters also enjoyed the hospitality of their Japa-
nese hosts. Women dressed in kimonos opened elevator doors
and bowed as the doors shut. Flowers and gifts adorned the
rooms. And, hot tea sometimes awaited the weary delegates in
their rooms at night.

At Japanese Night at the Chinzan-so Center, the delegates
feasted on Japanese delicacies such as sushi, tempura and sa-
shimi as they attempted to master the art of eating with chop-
sticks.



Marine cargo ranges
from autos to wild pig

By STACY SHAPIRO

TOKYO-Practically any com-
modity can be covered under a ma-
rine cargo insurance policy, as evi-
denced by the loss reports released
by national delegations at the In-
ternational Union of Marine Insur-

ance conference in Tokyo last
month.

For example, the U.S. market re-
port noted concern about its "fair
share of rejection claims"-mean-
ing merchandise that was rejected
by the buyer-caused when refrig-
eration broke down and ruined

seafood.

Beef fillets shipped from the
United States to Switzerland also

were deemed a loss when they be-
came frozen together during trans-
port, according to the Swiss market
report

Stranded soybeans meant a $3.9
million claim for British cargo un-

 derwriters, according to the British
report

 And, a fire during a voyage
  singed $2.3 million worth of frozen

octopus and cuttlefish bound for
1 Japan, the Japanese market report
1 said.

In Australia, a container of wild

1 pig meat overturned while en route
1 to a ship, making

the pig meat un- /f-1
usable for pet /5 IUMI O
food and causing TOKYO 1985

i a loss valued at 0

j $52,000. Lk&111
f- Australia also .7-)l] reported a vari-
4 ety of other

j cargo losses, including frozen
 cheese, electrical switching gear for
' a satellite station, a $300,000 eiga-
 rette machine, paper pulp and veg-
 etable oil.
, A Canadian buyer rejected
f canned oysters from South Korea,
k and the rejection resulted in a
r $400,000 loss to the South Korean

E cargo market.
1 Soviet insurers had to pay a $3.5
1 million claim after raw sugar was
8 contaminated by sea water, the So-
E- viet report said.

And, walnuts arrived from West
i Germany "with a peculiar flavor
1 causing indisposition when eating,"
> according to the West German

 market report. The "peculiar" wal-
, nuts caused a reported loss of about

f $63,000
i But, by far the largest cargo
1 losses involve the theft or "disap-
2 pearance" of gold, securities, dia-

 For example, in July 1984, $3.8monds and other jewelry, the Brit-
ish market report said.

j million of gold was stolen from a
Brinks-MAT warehouse in Eureka,

 Calif.

\1 Securities worth $6 million were
> stolen from Brinks Inc. while they
%&1 were in transit between Portland,
l Ore., and Los Angeles in January

1984.And, in March 1984, about $18

1 million in cash and securities was
stolen from Brinks Securmat SPA's

3 Operations Center in Rome (BI,

j April 2,1984).
The British market also reported

1 15 separate diamond or jewelry
; thefts, including the theft of a dia-

, mond necklace valued at $2.5 mil-
, lion.

 But, some markets-especially
Japan--are learning to prevent

 cargo losses.
f In 1984, the Japanese exported

more than 4 million new cars and 2
million new trucks and buses, said

Tadashi Arakawa, general man-
k ager of the marine claims depart-
j ment of Taisho Marine & Fire In-
' surance Co. Ltd.

The Japanese found that the ve-
hicles frequently were damaged
when they were being loaded onto
ships for export, according to Mr,
Arakawa.

Walnuts 'with a

peculiar flavor
causing indisposition
when eating' caused

a cargo loss.

However, after studying the
problem, they discovered that the
rate of vehicle damage could be cut
to two cars per 100 from seven cars
per 100 by loading the cars back-
ward and leaving less space be-
tween cars aboard tre ship to pre-
vent damage from doors swinging
into other cars when they are
opened. .

4 1 " 9 HI; 11 3 1 112 H!1111.11
11 Zl©71*iZLs I

2,1-,1.1 ' l, lilli I
 It Ef« 1

_11 1

1

1 business
insurance

is our business.

Use this form, or the card in this issue, to enter
•,our subscription to Business Insurance.
Or call (312) 649-5221.

Business Insurance
Circulation Dept. 740 Rush Street Chicago, IL 60611

-1

business insurance, October 14, 1985 / 31

Business Insurance gives you total news coverage of loss pre-
vention, risk financing and benefit management. Every week.
Annual subscription (52 issues) in U.S. dollars.

(Check here.) Surface Mail. By Air.
USA [3 $52

Canada 0 $68 El $100
Bermuda Mir ong) 6$ 97

Europe/Middle East Mir only) 0$ 97

All other foreign 0 $68 Rates on request.

E] new subscription 3 renewal. El payment enclosed.

El bill me. 0 bill company.

name

title

company

nature of business

(please pnnt)

 business or [3 home address

telephone

city state/country zip/postal code

E] Please send information on your special 20%-off group rate
for five or more subsc7ptions.

0 1 prefer not to receive information or advertising by mail from
companies not affiliated with Crain Communications.

Mail to: Business Insurance

Circulation Dept. 740 Rush Street Chicago, IL 60611 HAS

NOWYOU CAN
DEVEIDP YOUROWN

STRUCTURED SETTLEMENTS
IN TEN MINUTES.

INSTEAD OFWAITING DAYS
FORTHE MAIL.

Introducing
STRUCrURE ONE

the revolution-

ary software
package only

from Brokers' 91
Senice.

Brokers' Service has

developed new structured
settlement software that can

make life a lot easier forthe

claims adjuster or managnr
STRUCTURE ONE

With STRUCTURE ONE you
can actually develop a complete
structured claims settlement

proposal in ten minutes and a
basicfileinjustaminuteortwo.

/

Even ifyou've never used a com-
puter before.

The advantages are as obvious
astheyarenumerous.

First, there are no information
forms to complete or consultant
calls to make.

Sinceyoudon'thavetowait
for a proposal to come through
the mail,the length ofthe
approval cycle can be reduced
substantially.And this can

Silielsillilliijilililililipirrirjuileli..,

FROM BROKERS' SERVICE

help you settle
more cases more

quickly.
STRUCTURE ONE

will also let you
develop precisely the

plan you want in small
cases as well as large
ones. And give you the
exact premium from a

cross section of Best's

A + rated life insurance

companies

And, in the long run, that
won'tjust save you time, it'11
also save you a small mountain
of money.

To find out all about STRUC-

TURE ONE, call Joe O'Reilly at
r=sn 1-800-343-7772.

STRUCTURE ONE canHe'11 tell you how

help you develop a
structured settlement

proposal in a few minutes by
pushing a few buttons.

Instead ofwaiting days and
days for the mail.

500 Soith Main Street, Providence, Rl 02903.Other offices in Boston and New York City



By STEVE TARAVELLA

CHICAGO-The dispute be-
tween Centaur Insurance Co. and

several Mission Insurance Group
Inc. units is being litigated in three
separate cases.

The disputes between Centaur, a
subsidiary of Borg-Warner Corp.,
and the MIG units stem from seven

reinsurance, reinsurance manage-
ment and MGA agreements en-
tered into between 1974 and 1984.

All had expired by July 1984 (BI,
Sept. 2).

After Mission asked Centaur in

June to pay $9 million in reinsur-
ance claims stemming from the
agreements, Centaur filed suit in
Cook County Circuit Court here,
asking for an accounting of what
the Mission companies said Cen-
taur owed. The suit later was
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Centaur, MIG units' dispute spawns three suits

Borg-Warner
Continued from page 3
receivables of Centaur" to permit it
to continue operating.

Borg-Warner's response only
briefly refers to these allegations,
noting that "presumably Mission is
likewise regulated by the Califor-
nia Department of Insurance."

"If we accept Mission's complaint
as being true, it likely will obtain a
money judgment at some time in
the future, either in arbitration or
in other litigation," Borg-Warner
continues. "Can anyone say at this
time that Centaur could not satisfy
the judgment?"

An official of the Illinois Insur-

ance Department says the depart-
ment reached an agreement with
Centaur last year that required
Borg-Warner to inject $10 million
into Centaur, increasing Centaur's
year-end surplus to $15.2 million.

If Borg-Warner had not contri-
buted those funds, the department
probably would have permitted
Centaur to continue operating, but
only on a limited basis, says Nor-
man Koefoed, supervisor in finan-
cial analysis for the Insurance De-
partment in Springfield.

Under a prior agreement with
the department, Centaur was run-
ning off existing business and only
writing new business related to its
parent before the $10 million infu-
sion last year, he says.

But Centaur was allowed to write

some outside business after the in-

fusion, he says.
The department also permitted

Centaur to discount its loss re-

serves, an exception to customary
departmental practice, Mr. Koe-
foed adds. At year-end 1984, Cen-
taur was able to discount its loss re-

serves by 7% which reduced Cen-
taur's liabilities by $30 million.
However, as of June 30, the effect
of the discount was reduced to $26
million, he says.

The discounting was permitted
in part because of the long-tail na-
ture of much of Centaur's business,
Mr. Koefoed says.

In lieu of a letter of credit or the

posting of securities, the depart-
ment also agreed to let Borg-
Warner guarantee 46% of Centaur's
reinsurance recoverable from un-

authorized reinsurers, Mr. Koefoed
reports. That percentage is equal to
the federal income tax benefit

Borg-Warner realized from under-
writing losses at Centaur.

Mr. Koefoed says the department
is monitoring Centaur, but no more
closely than 150 other companies
asked to submit financial results

quarterly. Most insurers licensed in
Illinois must submit results to the

department annually.
He notes that Centaur officials

have been "very cooperative."
Centaur reported $10.6 million in

net written premiums for the first
six months of this year, Mr. Koe-
foed says. It reported $28.9 million
in net written premiums for 1984. .

moved to U.S. District Court in

Chicago.
Centaur in this suit does not deny

that it owes money, but disputes the
amount and questions how certain
Mission reinsurance pools in which
it participated operated.

Centaur's suit names Los An-

geles-based MIG and four subsi-
diaries: Pacific Reinsurance Man-

agement Corp. and Mission Rein-
surance Management Corp., rein-
surance pool underwriting
managers now running off their
business; Mission Insurance Co.
(MIC); and Sayre & Toso Inc.,
MIG's MGA affiliate.

Two weeks later, MIC, Sayre &
Toso and Pacific filed a separate
suit against Borg-Warner Corp.,
Centaur's parent, seeking to hold it
liable for Centaur's debts (see story,
page 3). The Mission units do not

A

seek to determine the amount of

Centaur's debt, but seek to hold
Borg-Warner responsibile for those
debts may be.

In the third case, the MIG units
on Aug. 22 asked a U.S. District
Court in Los Angeles to order arbi-
tration of their disputes with Cen-
taur in that city. But, Centaur filed
an objection to arbitration this
month, an attorney involved says.

Centaur is opposing arbitration
on both factual and legal grounds,
including questioning whether ar-
bitration is appropriate since the
contracts no longer are in effect.

Six of the seven contracts be-

tween Centaur and the MIG com-

panies require binding, arbitration
to settle disputes, according to court
papers filed by Mission. These are:

• Quota-share retrocessional
contracts with MIC in 1977 and

1980, in which Centaur reinsured
business through a pool managed
by Mission Re.

• A 1975 quota-share re:roces-
sional contract with MIC, in which
Centaur reinsured business

through another pool managed by
Pacific.

• Reinsurance management
contracts with Pacific in 1978 and
1979.

• A 1983 MGA contract with

Sayre & Toso, in which S&T bound
Centaur to reinsurance on business

written on a direct basis by MIC
and Holland America Insurance

Co., another MIG affiliate.
The seventh, not requiring arbi-

tration, is a 1974 MGA contract be-
tween Centaur and S&T.

While the Los Angeles court con-
siders ordering arbitration, the
Mission units are asking the court

in Chicago to stay Centaur's suit,
pending possible arbitration.

In addition, Mission Re and MIG
are asking :he Chicago court to re-
move them from the suit filed by
Centaur in July. Mission Re and
MIG claim in papers filed Sept. 10
in the Chicago court that they are
not party to any reinsurance agree-
ments with Centaur, have no dis-
pute with Centaur and are not
seeking any funds from Centaur.

Centaur now owes the three

other Mission units at least $10 mil-
lion for payments made on its be-
half, says Lawrence G. Becker,
MIG vp and general counsel.

And, MIC, Sayre & Toso and Pa-
cific say in their suit against Centaur
that Centau r soon will owe at least

$14 million for case loss reserves and
an estimated $25 million for losses
incurred but not reported. .
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Pension plan terminations
Continued from page 3
pret the provision as a forerunner to even more drastic congressional re-
strictions on reversions of pension assets, Mr. Ugoretz fears, adding that
those companies might rush to terminate their plans while they can.

"It creates a great deal of uncertainty," Mr. Ugoretz adds.
The lobbyists' concern about the provision is understandable given the

importance and scope of reversions.
According to the PBGC, 569 employers have terminated overfunded

- pension plans and recovered $5.2 billion in excess pension assets since 1980.
Most of those companies have set up either new defined benefit or defined
contribution plans to replace the terminated programs.

In addition, the PBGC has 199 pending applications from employers that
are seeking to terminate pension plans and recover $2.9 billion in excess
assets.

Those pending applications and others that could follow could be de-
layed if the provision is adopted.

The length of the delay would depend on how long the application has
been pending with the PBGC.

For termination notices received after the moratorium is enacted, the

- reversion would be held up for three months beyond the date the PBGC
normally would have approved the termination if 10 employees or 10% of
all employees, whichever is less, objects to the reversion.

The employees would have to file their complaint within 45 days of the
time the company filed for permission to terminate the plan.

Pending applications for terminations that are less than 3 months old at
the time the moratorium is enacted also would be held up for three months
if employees object.

Their objections would have to be filed within 15 days of the time the
moratorium is enacted.

Terminations that have been pending for more than 90 days could be
held up for a maximum of two weeks.

- In that situation, the objections would also have to be filed within 15 days
of enactment of the moratorium.

The moratorium provision would expire on March 1, 1986.
The provision could reduce some of the attractiveness of terminating

plans, observers say.
For instance, a special excise tax that companies would have to pay on

reversions from overfunded pension plans could be in effect by the time
the reversion could be made.

Both the Reagan administration and congressional tax committee
staffers have proposed, as part of a tax reform bill, to place excise taxes on
these reversions The administration wants a 10% tax while Ways and
Means Committee and Joint Committee on Taxation staffers have pro-
posed a 15% excise on the amount a company recoups after it terminates a
plan.

Both proposals call for imposing the excise tax on reversions that occur
after Dec. 31 of this year.

In addition to the moratorium provision in the Senate bill, both the
House and the Senate bills would increase costs for companies that don't
terminate their pension plans.
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The PBGC proposals would boost'benefit
guarantees beyond what an employer

contemplated when it set up a pension plan,'
says Lawrence Franklin, a benefit consultant in

the Dallas office of Buck Consultants Inc.

For example, the Senate bill would boost the annual PBGC premium to
$8.10 per plan participant, while the House budget bill calls for an annual
premium of $8.50.

In addition, a separate measure, H.R. 3128. earlier passed by the House
Ways and Means Committee, calls for a premium increase to $8, but would
rescind that increase after three years.

The current premium is $2.60 per plan participant.
In addition, under the House and Senate PBGC proposals, companies

that terminate underfunded plans will find that it is more costly to do so.
Under current law, a company can terminate an underfunded plan any-

time it chooses. If the plan doesn't have sufficient assets to pay benefits
guaranteed by the PBGC, the agency can take up to 30% of the company's
net worth to pay guaranteed benefits.

(Guaranteed benefits, among other things, do not include non-vested
benefits or recent benefit improvements. Guaranteed benefits are gen-
erally equal to about 85% of vested benefits.)

Under both the House and Senate bills, employers generally would not
be allowed to unilaterally terminate underfunded plans.

The House version would not allow an employer to terminate a plan
until all vested benefits have been funded, while the Senate bill would

require funding of all accrued vested and non-vested benefits.
Some critics say this new expanded liability should be deleted from the

bills because it has nothing to do with shoring up the PBGC since these
provisions would force an employer to fund benefits beyond the amount
guaran:eed by the PBGC.

"It is boosting benefit guarantees beyond what an employer contem-
plated when it set up a pension plan," observed Lawrence Franklin, a
benefit consultant in the Dallas office of Buck Consultants Inc.

But Kevin Putt, the PBGC's assistant executive director, notes that the

PBGC insurance program should not be used to reduce a company's obli-
gation to pay promised benefits.

"The participants should not be the losers in such a situation," Mr. Putt
said.

For companies that have to terminate underfunded pension plans be-
cause they are in financial "distress," the proposals would continue to re-
quire companies to pay the PBGC up to 30% of their net worth to pay for
unfunded liabilities. Also, these companies would be forced to pay 10% of
their pretax profits-if any-to the PBGC over the next 10 years or until
their debt to the PBGC is paid.

In addition, the Senate bill would require companies in "distress" situa-
tions to contribute another 5% of pretax profits over the next 10 years to
pay plan participants the difference between the guaranteed benefits paid
by the PBGC and their total accrued benefits.

The House bill would also require the payment of an additional 5% of
pretax profits. This would be used to pay the difference-if any-between
guaranteed benefits and the plan participants' vested benefits.

In addition, the House bill gives the Internal Revenue Service the right
to demand security, like a surety bond, from an employer that receives IRS
permission to waive making minimum required contributions to a plan.
The Senate bill does not contain a similar provision.

In addition, the House bill would make a parent company liable for a
former subsidiary's pension benefits for up to five years after it sells the
subsidiary to another company.

This "transfer liability" provision would come into play if the subsidiary
later collapsed and the PBGC could prove that a company's purpose in
selling a unit was to evade paying for the subsidiary's pension liabilities.

The Senate bill does not contain a comparable provision. .

WE'RE TRUCK WRITERS!

We use'W' rated paper.
We write PHD, Cargo, Fuel Bonds,

WC, GL and Primary.
We write individuals and we write Reets.

OUR TRUCK UNDERWRITERS ARE:

Wally Crapo - Formerly of Alexander
Howden

Guy Stephenson - Formerly of Occidental
John Majewski - Formerly of Carolina
John Fortune - Formerly of Carolina
Mike Lane - Formerly of'Ransportation G.A

Herbert R Baker

President

(F6rmer Vice President of Zurich of Illinois)
Agency contracts available for truck producers

TRUCK UNDERWRITERS

OFAMERICA,INC.®

1655 Peachtree St., Suite 520 Atlanta, GA 30309 TELEX: 80-4319

. 1984 American Truck Underwriters, Inc (TM)

All Aights Reserved

EQUAL
OPPORTUNITIES

Each weekly issue of
Business Insurance

gives you an equal op-
portunity to reach and
motivate Eli's more

than 121,000 purchas-
ing influentials ... top fi-
nancial and adminis- 1

trative executives, risk '
managers, employee
benefits managers and
the agents and brokers
who serve their needs.

When you want to
reach your prime audi-
ence, the Bl audience
is unequalled!

PUBLISHING   CLOSINGDATES  DATES
Scp
Sep

Scp
Sop
Sep
()Ct

Oct

Oct

Oct

Nov

Nov

Nov

Nov

Dec

Dec

Dec

Dec

Dec

Jan

Jan

Jan

Jan

Feb

Feb

Feb

Feb

Mar

Mar

Mar

Mar

Mar

Apr
Apr
Apr
Apr
May
May

2

9

16

23

30

7

14

21

28

4

11

18

25

2

9

16

23

30

6

13

20

27

3

10

17

24

3

10

17

24

31

7

14

21

28

5

12

1986

.business
insurance

New York: (212)210-0133
Chicago: (312)649-5275

Los Angeles: (213)651-371 C

Dec

Dec

Jan

Jan

Jan

Jan

Feb

Feb

Feb

Feb

Mar

Mar

Mar

Mar

Apr
Apr
Apr
Apr
Apr

Aug
Aug
Scp
Sop
Sep
Sep
()Ct

()Ct

()Ct

oct

()Ct

Nov

Nov

Nov

Nov

Dec

Dec

Dec

20

27

8

14

22

29

4

11

19

26

4

12

19

26

1

8

15

23

30

20--

28

4

11

17
ar

L-J

n

0

16

23

29

6

13

19

26

4

10

16



.

Photo: Index/Stone International. Inc.

Z

POSITIONING

From start to finish, gaining a clear-cut position is as crucial a
skill in business as it is in racing. Exploding from the gate
with one thing in mind... getting ahead and staying ahead.

Business Insurance newsmagazine maintains a clear-cut,
highly-defined position within the commercial insurance
marketplace. By serving corporate consumers of insurance,
benefits and related services, BI is the only newsmagazine
edited solely for this specific echelon.

Each week, more than 123,000 executives rely on BI to
provide a precise, distinct editorial package. They expect
in-depth and incisive news coverage as stories evolve, they
anticipate reports on market trends and they depend on BI's

analysis and forecast of happenings that will affect the
marketplace. All of this properly positions BI.

Advertising in the industry's leading newsmagazine lets
you post your products and services within this authoritative
editorial framework. BI offers you a clear-cut choice. Tailor
your message and place your advertising in a vehicle which
willlead you to the right people... our readers... your
customers and prospects.

After all, in this very competitive race of commercial
insurance, jockeying for position among the buyers is no
easy task. When the stakes are high place your advertising
in a sure winner... Business Insurance.

busines
insurance

A publication of Crain Communications Inc.

The game plan that works.
New York: 220 East 42nd Street, NY 10017 (212)210-0133 Chicago: 740 Rush Street, IL 60611 (312)649-5276 Los Angeles: 6404 Wilshire Blvd., CA 90048 (213)651-3710
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the professional marketplace
RATES AND CLOSING TIME:

1 Rates: Display classifiedis $79.50 per column inch, minimum of one inch. Straight Closing: Published every Monday. Copy must be in written form by noon
classified is $6.50 per hne, minimum of 5 lines. Count 34 characters per line (include Tuesday, 6 days preceding publishing date No verbal phone copy accepted.
each space and punctuation as a character). Additional $13.00 charge for blind box Prepayment required. Mail ads to Beverly Kluxdal, Classified Advertising,
ads. Responses to blind box ads mt.st fit into busmess size envelope. Responses are 740 N. Rush St., Chicago, IL 60611. For more information call 312-649-5340.
forwarded daily.

WANTED
DATA PROCESSING/ l

Person with six years experience or more
In property and casualty insurance to un-
derwrite for syndicates on the Insurance CLAIMS REVIEW
exchange of the Americas in Miami Flo- RISK MANAGEMENT ANALYST
rida Excellent opportunity m rapidly DATA PROCESSING PROFESSIONAL
growing operation Send resume and re- To $35,000 to administer and perform data proces-
quirements to The onlyserviceGuardsmark, Inc privately owned security services organization sing functions of major Chicago area

Bolt 1891, Business insurance
operating nationally in 400 cities with 67 offices and 6,100 em- healthcare preferred provider organiza-

740 Rush St, Chicago, IL 60811
ployees, and experiencing rapid growth, has an opening in its insur-
ance staff for a risk management professional We have historically n-3:dkany 522 ofits kind for the l

PHARMACY CREDIT CARD been an industry leader in Innovative loss prevention programs with processing important Excellent oppor-

SOFTWARE the fill support and backing of our President tunity for professional growth Prefer
supervisory capability For more mfor-

Based in Memphis, Tennessee, and reporting directly to the Vice insurance professional !
Field tested 5 years Includes proces- mation. send resume and salary history
sing. cost containment. card retrieval President-Risk Management, this highly visible position ts respons,-

to HealthNetwork, Inc , 619 Enterprise Introducing the most advanced system availablecapabilities, user documentation & ble far risk Identification, risk analysts, risk financing with emphasis
training Available for license Cal!800- on ccverage analysts and administration of retro plans, and the de-

Drive. Oak Brook, IL 60521 or call
today geared exclusively to the insurance

645-3332 (In NY 516-626-0007) velopment and administration of corporate loss preven-ton pro-
920-7770

grams professional-Tb€ Insurance Executive Registg
VICE PRESIDENT Quallied candidates will have 2 to 5 years experience in risk/insur-

P & C AGENCY MARKETING ance management plus a Bachelors degree in business, finance or Assure Tbe Insurance Executive Regist¥y is a confiden-
tial resource net,kork bringing together people and

S. E. MICHIGAN insurance Excellent communications skills and a strong desire for
professional growth are essential yourself top opportunity in the insurance Industry

If you have
Guardsmark offers outstanding salary growth, bonus potential, andheavy placement abilities

minimum 7 years experience benefits package Starting salary to $35,000 depending upon expert- quality Whether you are currently looking for a new
ability well beyond the average ence For prompt confidential consideration, send your resume in- position-considering a change-or Just want to

Then we offer cluding salary history to employees- keep m touch with the marketplace, Tbe Insurancea truly unique opportunity
excellent compensation and benefits

potential beyond doubt
m. Advertise Executive Registry s the most cost-effective, tech-

We are one of the nation s leaders Guamsmall""1 bologically advanced way to do K
-growing in all areas of risk manage- Hubert McCommon your Call or write for your introductory package Noment We need leaders If you fit, Vice President-Risk Management
please contact

P.O. Box 45 openings obligation of course
Box 1896. Business Insurance

Memphis, Tennessee 38101 THE
740 Rush St. Chicago. IL 60611

EQUAL OPPORTUNITY EMPLOYER M/F in the 381 Elliot St Suite 300 INSURANCE
MANAGER WANTED Newton Upper Falls

Business
$11 Million Property & Casualty MA 02164-1130

EXECUTIVE
Agency located In West Texas ts

seeking an experienced indi- Insurance (617) 965-6700 REGISTRY
vidual to manage and develop an
in-house Marketing Department INSURANCE SALES
The individual must have com- Classifieds. A Division of Yorkshire Consulting Group, Inc
plete knowledgeof all types of in- PROFESSIONALS
surance with major emphasis in

Sthe commercial area He/she

must also possess excellent peo-
pie skills. communication skills, STEP UP t CHIEF
and company support to coord,-
nate sales and service effort

Compensation package includes
competitive salary, bonus, and
benefits Send resume to FINANCIAL
Browning Thompson Waddell & Blank TO EXCELLENCE!

TO OUR COMMITMENT

P 0 Box 12310. Odessa. Texas 79768

Humana's commitment to excellence can mean career
ir OFFICER

Business Insurance : achievement for you The earning potential you ve been
dreaming about can be yours today with Hum2na Care :

Plus In the last 12 months our sales have grown ten- 1 The Senior Management of our prominent casualty/property organi-
Circulation fold, and for our sales staff that means big commissions zation is currently conducting a search for a CEO whose proven ex-

in addition to base salary and car allowance
perience will complement our strong leadership tradition Since ourBreakdown* t THE PERFECT PRODUCT FOR S> search for an insurance finance pro is being conducted nationwide,

SALES SUCCESS. Humana Care Plus is the first 2 candidates should be willing to relocate toouroperating headquartersCommercial Consumers
truly innovative solution to rising health care costs It'S 3 situated in one of America's most attractive areas
a product that's nght for the times, and right for theAdministrative· t
ambitious sales pro who's eager to earn

CEO s presidents and owners 2,531 In this high visibility position, the CFO will
Vice-presidents general managers A SOLID COMPANY & A SOLID -Make recommendations to Senior Management regarding pol-
and other administrative personnel

4

2,547 CAREER. Commercial State life Insurance Corn- f icy, preparing and presenting the annual budget, and establish-
4 pany is a wholly owned subsidiary of Humana Inc, a Ing/ maintaining financial management systems and controls

Financial leading health care company vwth 83 hospitals nation-
wide Insurance professionals with sales experience in -Direct and manage capital assets and financial resources, a so-Chief financial officers and vice-prest- :

dents of finance 2,075 health insurance, HMOs, PPOs and individual lines may 1 phisticated, effective budget program, financial planning, all ac-
Secretaries treasurers, controllers qual,5, for these ground floor opportunities, available in 1 counting systems, reporting, accurate records and controlsthe following marketsand other financial personnel 6 886

Tampa, FL Chicago. IL
Risk/employee benefits. Qualified candidates will possess an undergraduate degree In Ac-

t Jacksonville. FL Springfield, IL counting, with an MBA being preferred, and CPA designation a mustVice-presidents, directors, managers i Orlando, FL Corpus Christi, TX
and other related department person- i Ft. Lauderdale/ San Antonio, TX We require athorough working knowledge of casualty/property Insur-
nel of Insurance, risk, employee bene-

Miami, FL Dallas, TX ance including demonstrable experience tri both statutory and GAAPfits personnel compensation, pen-
Huntsville. At Houston, TXsion, safety, security industrial reta- accounting Excellent written, oral and quantitative skills are neces-

lions human resources and employeel t Montgomery. AL Denver, CO sary, combined withtheabilityto manage professional staff Familiar-
labor relations 8,048 Augusta, GA Phoenix. AZ

Richmond, VA Salt Lake City. UT 1 Ity with employee benefit trust agreements and their administration
Sub-total 22,087 8 Virginia Beach. VA Las Vegas/Reno, NV and computer literacy will be extremely helpful
Associations 804 New Orleans. LA Anchorage, At<
Government, unions and educational  Louisville, KY Oakland, CA A highly competitive salary, combined with an attractive benefits
systems 1030  Lexington, KY Orange County, CA package and a progressive work environment, make this position all

Kansas City, KS San Fernando
Commercial Consumers ZFU Columbus, OH Valley. CA the more satisfying We invite you, if qualified, to forward your resumeb

Sub-total 23,921 to the address below Only resumes listing salary history and salary
Insurance agents and brokers 9,548 goal will be gwen serious consideration
Insurance companies 6089  Don't miss this opportunity for a dynamic career with 

,5 an excellent salaty and benefits package Submit resume }Financial institutions 536
today to Joyce Pressburger. Humana Inc.. RO. Box

Actuaries. attorneys. adjusters ap- *SES  1438, Louisville, KY 40201. Equal Opportunity &
praisers and consultants 3,464

C.F.0.
,„, Employer M/FOthers allied to the field 1,320

TOTAL 44,878
GPO BOX 1684

* Source Buslness/Occupational «umana Care *t
breakdown of qualified circulation, New York, N.Y. 10116 /
May 6,1985 issue. as submitted to BPA

-

for June 1985 8PA Publisher's State-

ment
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Tax bill provisions Still, consultants say the $5,000 cap will cause admin-
istrative problems for some companies, especially those update

Continued from page 2 that provide and subsidize on-site day-care programs
buldt, legislative director in the Washington office of These companies will find it difficult to place a dollar
the American Insurance Assn , a coalition member He value on the cost of the benefit, Mr Tane explains Manville, Keene settle suitsand others note that a tax on workers compensation While experts generally say they do not expect the
Denefits could also be reintroduced on the House floor child-care benefit cap to be a burden on employers, an Continued from page 2
or by the Senate Finance Committee option proposed by staff members of the Ways and plan in Manville's bankruptcy proceedings in New York

"Members of the coalition will continue their efforts Means Committee and the Joint Committee on Taxa- Highlands provided insurance to Manville from July 1, 1976, until
:o seek to ensure that the final version of tax reform tion that sets uniform non-discrimination rules for July 1, 1977
legislation reported out of the Ways and Means Com- benefit plans has severe shortcomings, they contend Manville contends it has more than $600 million in liability cover-
mittee, and eventually passed by the Congress, will not Under this option, a benefit plan covering 100 em- age It already has settled with seven other insurers but still is lib-
Include a tax on these benefits," said Robert E Vagley, ployees at a company with "separate lines of business or gating with 19 insurers in the San Francisco case The company lS
a Washington attorney whose law firm was hired by operating units" would be considered non-discrimina- continuing settlement discussions with those remaining insurers
the National Council on Compensation Insurance to tory as long as 90% of a unit's employees were eligible Meanwhile, a longstanding dispute between Keene Corp and four
represent the broad-based coalition (BI, Oct 7) to participate and no more than 25% of the participants of its insurers over insurance coverage for asbestos bodily injury

"Since benefits are considerably less than an injured were highly compensated claims has finally come to an end after seven years of litigation
worker's actual pay, the taxation of those benefits In general, a highly compensated employee is de- District of Columbia U S District Court Judge June L Green
would place an unfair and unnecessary burden on ben- fined as someone earning more than $50,000 a year recently entered orders dismissing remaining claims in the litigation
eficiaries and their families, " said Rep Flippo, whose Many compames will flunk this 90% test, consultants because they were superseded by the Wellington agreement, a set-

' interest in work comp issues is a personal one say, especially companies that offer different benefit tlement among some producers and insurers on asbestos coverage
Rep Flippo suffered serious injuries in the early plans based on where employees work litigation (BI, June 24)

1960s when he was an ironworker at a Tennessee Val- For example, a food store chain might offer a richer The litigation is known for the 1981 landmark decision of Keene
ley Authority power plant in Colbert County, Ala, says health care plan for employees in the Northeast than Corp v Insurance Co Of North Amenca, the first to grant broad

, Mike Adcock, an aide to Rep Flippo for employees working in the South, points out Gerald coverage to asbestos producers hit with thousands of claims
1 Rep Flippo was hospitalized and received work Uslander, a principal m the Louisville, Ky, office of In addition to INA, Aetna Casualty & Surety Co, Hartford Acci-

cimp benefits for several months after the injury and William M Mercer-Meidinger Inc Each plan might dent & Indemnity Co and Liberty Mutual Insurance Co also were
began taking college accounting classes during this cover 50% of employees, he explains defendants in the litigation
time He later received bachelor's and master's degrees Since the more generous health care benefits do not Keene still has suits pending against various insurers for coverage

While the elimination of the proposed tax on work- cover at least 90% of the company's employees, the plan for asbestos property damage and bodily injury claims
ers compensation benefits is a major victory for busi- would flunk the discrimination test, he explained
ness, benefit experts say the proposed $5,000 cap on To retain the plan's tax-favored status, the company Some Ideal policies assumedtax-free employer-provided dependent care benefits therefore would have to offer a uniform health care
would have a minimal impact on employers plan to all employees of the subsidiary, but that would NEW YORK-Dart & Kraft Inc in Northbrook, Ill, has reached a

Relatively few companies offer dependent care ben- not end the company's problems, consultants say "partial" assumption agreement with the New York Insurance De-
efits, and when they are offered, few employees take If the company covered Southern employees m the partment concerning some of the policies it had with Ideal Mutual
advantage of the benefits, consultants say more generous health care plan, ltS benefit costs would Insurance Co, which is now in liquidation in New York, says a

Dependent care benefits are often offered by em- be uncompetitive with other stores with which it com- department spokesman
ployers through a salary-reduction feature in a flexible petes in the South, consultants add And, if Northern The spokesman says the agreement provides that Aetna Casualty
benefit plan or through a flexible spending account, employees' benefits were the same as those in the less & Surety Co in Hartford, Conn, would take over Ideal's outstand-
explains Peter Hutchings, a partner with Kwasha Lip- generous Southern plan, lt might have diff.culty re- ing liabilities for Dart & Kraft's workers compensation, general lia-
tol in Fort Lee, N J Under tax law, the amount of cruiting employees in that part of the country bility and corporate auto policies for certain unspecified years
salary an employee contributes to such a plan is consid- A company could also fail the 90% test if it bought A Dart & Kraft spokesman could not be reached for comment
ered an employer contribution and would be affected another company that is engaged in the same type of
by the amendment business and the acquired company retains a separate Michigan comp director oustedConsultants note that employers already generally benefit plan, said Sophie Korczyk, director of benefits
place caps-between $4,000 and $6,000-on the maxi- research in the Washington office of Peat Marwick LANSING, Mich -Rudy Redmond, who has been director of the
m.im salary reduction an employee may take to pay for Mitchell & Co "The test could interfere with corporate Michigan Bureau of Workers' Disability Compensation since Febru-
dependent care expenses They note the average em- acquisitions," Ms Korczyk said ary 1983, lS expected to leave that post this week
ployee salary reduction is between $2,000 and $3,000 Under the Reagan administration's proposed non- Mr Redmond said he was asked to resign by Elizabeth Howe, the

[n addition, when an FSA option is offered, only 3% discrimination test, the percentage of the corporation's new Labor Department director The workers compensation bureau
to 6% of participating employees reduce their salaries to highly compensated non-union employees covered by a is part of the state Labor Department
pay for dependent care expenses, consultants say benefit plan would be computed That percentage He noted that the workers compensation system in Michigan cur-

The percentage is low because lower-paid employees would be compared with the percentage of other non- rently is involved in "a lot of litigation, emotion and political deals
may find it more financially advantageous to take fed- union employees covered by the plan being cut And I got caught up m that Workers compensation has
eral tax credits for their child-care expenses rather In order for the plan to receive favorable tax qualifi- always been the political battleground," he added (BI, Sept 9)
than pay the costs with pretax dollars through an FSA, cation, the percentage of highly compensated employ- A replacement for Mr Redmond has not been named
said Lance Tane, manager of The Wyatt Co 's flexible ees could not exceed 125% of the percentage of other
compensation team in Washington employees covered by the plan .
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ACCOUNT MANAGER-INSURANCE in#katt
Insurance

Bl Classifieds MANAGER. POLICYHOLDER

experience in self-funded group insur-
. 4=

COMMUNICATIONS AND
assure top ance accounts Accounting degree pre-

ferred Salary $30,000 range and benefits 0 DATA BASE
excellent Send resume to Paula Kelley

quality results! 12651 High Bluti Dr, Suite 300, San 1

Diego, CA 92130
We are Health Options, Inc, an HMO subsidiary of Blue Cross
and BlueShieldof Florida, Inc Asaresultofcontinuedbusiness
growth, we are seeking Marketing Managers and Marketing General American Life Insurance Company, headquartered m St
Representativestorseveralmajorcitiesthroughoutflorida You Louis, MO, is a major group insurance carrier with more than
should have a thorough working knowledge of business as it 4,000 employer groups and over $750 million in group premiums
applies to the health care field In most cases, knowledge Is and deposits We hoid a"leading edge" market position as a result

Marketing based on a combination of a graduate degree in health sciences of flexible product design, sophisticated system support, and
or a related discipline and career experience stated the art production of new cases

MARKETING MANAGERS We are currently seeking a Manager of our Policyholder

Communications Communications and Data Base area This newly created

Apply yourtwo-threeyearsofexperiencetothis HMOMarketing position Mil direct a multi functional department in the
development, distribution and administration of key deliverables

Management position You must have a thorough working These include customized reports, claims and I D card kits,
knowledge of planning, health care product design, sales and administrative manuals to TPA's and self administered groupadvertising, financeand underwriting Strong presentation andHospital Corporation of America, the world's largest cases, flexible benefits/group universal hfe administrative systems

provider of health care services, is expanding its communication skills necessary and data base loading of pricing configurations

Insurance division As part of this growth, we are ACCOUNT EXECUTIVES Qualified candidates will have broad technical and/or administra
seeking an individual for the position of Manager, tive knowledge of group medical insurance, knowledge of ASA's
Marketing Communications Your two-five years of successful sales experience-preferably CAPS claim system, supervisory/management expenence, anda

in prepaid health care or Intangible sales-ts your primary Master's degree unth emphasis in management, systems or
Primary responsibilities will include Identification, requirement forthispositioncalling fordirect customercontact Insurance Excellent interpersonal skills, analytical ability and

i development and production of sales and marketing Strong presentation, negotiation, and communication skills written and verbal communications skills, are also required An

materials to support the field sales force essential aptitude for data processing or experience with microcomputer
1 software desirable Completion of at least 2 LOMA or HIAA

We can offer an excellent compensation and benefits package courses preferredMinimum requirements include Bachelor's degree and including base salary, a sales incentive program, company car,
extensive experience (5 years plus) In marketing relocationass,stance,andexcellentadvancementpotential For St Louis, ranked by Rand McNally as the 7th best city m which to
communications, preferably,n the insurance and/or immediate consideration, please send your resume and salary live, offers a wide variety of cultural arts, major sports teams, and
prepaid health plan industry Candidates must have history to convenient, affordable housing General American provides a
creative skills In conceptualizing and writing as well as competitive compensation and benefits package, a Progress

Howard Conner, Corporate Recruiter
knowledge and experience In production Shanng Plan, flexible working hours, and a beautiful work

Health Options, Inc environment in South St Louis County For confidential
P O Box 2210

To pursue this opportunity, send your resume, In consideration, please send resume unth salary requirements to
Jacksonville, FL 32203-2210 Personnel Department; GENERAL AMERICAN LIFEconfidence, to Corporate Recruitment, Hospital INSURANCE COMPANY, 13045 Tesson Ferry Road, St

m Corporation of America, One Park Plaza, Nashville, Louis, MO 63128 An Equal Opportunity Employer M/F
TN 37202-0550. An Equal Opportunity Employer An Equal

Opportunity
Employer M/F General

American
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New capacity the gap between the liability cover-
age it expects to find in the market

Continued from page 2 at its Dec 1 renewal and the cover-
Former Reed Stenhouse chief

Conn, a division of Tillinghast, age it can obtain from ACE, in
Nelson & Warren Inc , to study the which it recently decided to partici-
feasibility of a similar excess facil- pate, explains Philip Roels, vp with
ity for their risks Dorinco Reinsurance Co, Dow

named chairman of A&A unit
Among the companies funding Chemical Co's captive in Midland,

the Chemical Insurance Group Mich William M. Wilson, former

study are Diamond Shamrock Dow, which is working on its president of Toronto-based Reed comings & goings: industry
Corp in Dallas, Monsanto Co in St Dec 1 casualty renewal, will be Stenhouse Cos Ltd, has been
Louis, American Cyanamid Co in "lucky" to obtain $50 million from named chairman
Wayne, NJ, and Dow Corning commercial insurers and may only and chief execu- el......i was named to the newly created Mr Beane, manager of J&H's New
Corp in Midland, Mich get $35 million, Mr Roels specu- tive officer of Z position of chairman and chief ex- York international department

The companies are hoping to set lates Alexander & :Yr 77 ecutive officer of the combined since 1984, will be responsible for
up a facility to provide coverage of When Dow renewed its coverage Alexander In- A - - Asia Pacific region He will be administration of overseas subsi-. 1
$50 million excess of $50 million, on Dec 1, 1984-Just prior to the ternational Inc ''. based in Sydney, Australia diaries and joint ventures Mr
sources say Organizers of the study tragic toxic gas leak at the Union in New York . f -LA t-' In addition, A&A announced Beane also writes the "Interna-

refuse to comment on its objectives Carbide Corp plant in Bhopal, Mr Wilson, ,\+ that A&A International's retail tional Issues" column that appears
or scope until the research lS fur- India-it was able to secure $150 who maintains brokerage operations will be monthly in the Perspective section
ther along million in coverage offices in To- >--) known in Britain as Alexander of Business Insurance Succeeding

Tortuga and the Chemical Insur- The previous year, Dow pur- ronto and New #a Stenhouse, effective Jan 1 Mr Beane as manager of the New

ante Group's facility would fill a chased about $220 million in cover- York, succeeds Mr. Wilson Other agent/broker changes: York branch's international de-

big coverage gap for some buyers, age, Mr Roels says John C. Sien- Fred S James & Co Inc named partment will be Vp Jerome
who say $50 million is the most ca- As of last month, 18 maJor U S kiewicz, who continues as presi- Geoffrey W. Kennedy senior vp Karter.
pacity they can find now in the corporations had agreed to contrib- dent of A&A's international opera- and managing director of James
commercial market for casualty ute to ACE's $200 million author- tion and also has been given the International, a newly formed sub- Other suppliers
risks ized capital Industry kingpin John additional title of director of mul- sidiary that will work with James

If Tortuga or the Chemical Insur- Cox, former executive vp-prop- tinational business deve16pment U S offices on overseas accounts Larry A. Niemi promoted to se-
ance Group can provide a facility erty/casualty at CIGNA Corp, will Mr Sienkiewicz is based m New and will develop international in- nior vp at Claremont, Calif -based
for $50 million in coverage excess serve as chairman of ACE and its York and oversees Middle East, surance programs He will be based Galaher Settlements & Insurance
of $50 million, buyers in need of holding company, ACE Holdings African and Central and South at James' New York headquarters Services Co Inc 's Chicago office
more coverage could then turn to Ltd American operations Mr Kennedy was most recently Richard A. Ensbury named se-

American Casualty Excess Insur- Several trade and professional or- In addition, two other executive director of Sedgwick Group Ser- mor vp of BPC Risk Management
ance Co Ltd ganizations also are pursuing ways appointments were made as a result vices Inc, the Services Inc in Walnut Creek,

ACE, an investor-owned insurer they can insure or self-insure their of A&A's recent acquisition of Reed U S liaison of- Calif Mr Ensbury, who Joined the
being formed to write high excess environmental impairment liability Stenhouse BWAv.991 fice for Sedg- company in 1984 as vp, is responsi-
casualty limits, is expected to offer exposures (BI, Sept 9) The EIL in- John B. Devine, former chair- wick Group ble for overseeing operations at the
coverage excess of $100 million to surance market is one of the most man and chief executive of Reed PLC, with home office, as well as field offices

its investors ACE, which will be difficult for today's risk managers Stenhouse & Partners Ltd, was which James in California, Washington, Oregon,

managed by Marsh & MeLennan And, some of the nation's leading named to the newly created posi- ' ' -1 L /, merged earlier Nevada and Arizona
Cos Inc -a driving force behind financial institutions are studying tion of chief executive responsible I  this year Fred Potenza named executive

its formation-will operate from ways they can pool their funds to for A&A's United Kingdom and S. Robert manager-safety, health and loss
Bermuda although lt lS incor- provide bankers blanket bonds and European retail operations He is 1 -,IN- i Beane elected prevention services at Gallagher
porated in the Caymans (BI, May upper limits of directors and officers based in London Ii- -i senior vp of Bassett Services Inc in Rolling
6) liabllity coverage (BI, July 22) And, David C. French, former Mr. Beane Johnson & Hit Meadows, Ill Mr Potenza pre-

Dow Chemical Co is considering New York Bureau Chief Doug!as Reed Stenhouse Inc chief execu- gins in New viously was vp-safety, health and
participating in the Tortuga or the MeLeod also contnbuted to this tive and former chairman of Reed York and appointed administrator loss control at the National Safety
Chemical Insurance Group to plug story Stenhouse's Asia Pacific region, of the firm's overseas subsidiaries Council

Florida tightens financial rules for insurers
TALLAHASSEE, Fla -A new business or labor asked him to do The new measure, which auto-

law enhancing the Florida Insur- around the states so The California Chamber of matically is carried over to the sec-

ance Department's ability to mom- Commerce requested the veto ond year of the two-year legislative
tor the financial health of insurers In his veto message, the governor session, is expected to be a starting
15 now in effect Previously, insurers only had to • Forbids insurers that are con- encouraged both sides to try again point for debate when the Legisla-

The measure-S B 973-took ef- have $750,000 in surplus, $500,000 trolled by an insurance agency or next year to draft a workers com- ture reconvenes in January
feet Oct 1 It requires all insurers in capital and $50,000 on deposit that control an agency to count un- pensation reform measure But, a A B 1000 calls for an increase in

that do business in Florida to main- The law also collected premiums as assets, unless coalition of more than 800 employ- benefits, but also calls for a com-
tam larger reserves to give policy- • Requires every insurer doing the premiums are held in trust ac- ers, local governments and insurers plete restructuring of permanent
holders a financial cushion in the business in Florida to submit an counts or unless the insurer or -known as Californians for Com- partial disability benefits \

event of an insolvency, said an In- annual independent certified pub- agency deposits a letter of credit or pensation Reform-already has in- Under the proposal, there would

su ran ce Depa rtment spokes- lic accountant's audit of assets and guaranty bond in the amount of the troduced its reform package be two forms of permanent partial
woman liabilities to the department premiums with the department Those reform measures were in- benefits a new lump-sum, tax-free

According to the new law, insur- • Requires insurers to submit • Requires that persons per- troduced on Sept 13, the last day of benefit for serious impairment,
ers must meet the greater of two their annual statements to the Na- forming the functions of a manag- the session, as an amendment to such as amputation or loss of hear-
requirements that they have a re- tional Assn of Insurance Commis- ing general agent be licensed with A B 1000, a workers comp bill that ing, and a wage-replacement bene- 1
serve equal to 10% of their capital sioners for solvency tests the Insurance Department The law was introduced by Assemblyman fit based on actual wages lost due to
and surplus, or that they have a • Requires insurers to file copies also holds an insurer responsible Alister MeAhster, D-Milpitas the Job-related injury
combination of $1 million in sur- of reinsurance treaties with the In- for acts by its MGA
plus, $750,000 in capital and $70,000 surance Department within 30 days State Insurance Commissioner

on deposit with the state of receiving the treaties Bill Gunter, who initiated the legis-
lation, said the law will better pro-

1.0/QI.49..4,/40.40'.4954..4.'Mq..to,4.4,/iP00»40'7# f
tect Florida policyholders insurance services guide

"To the extent that we can keep
insurance companies financially
afloat, we can protect the invest-
ment of policyholders," he said Use the Insurance

INDEPENDENT ACTUARIAL AND

i Insurance "Consumers need to know the ENVIRONMENTAL CONSULTING
• Actuanal Sell insurance Feasibility Studies Risk Financompany that sold them the policy Services G u ide to ang Evaluations Budget and Rese/ing Evaluations

today will be around to pay claims • Environmental Audits Loss Control Studies Superfund

Litigation. tonnorrow " reach your best Site Health and Salely Evaluations
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30:  Broker stocks still strong,
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By LEONARD M. WILSON Indeed, the very qualities that made insur- Unfortunately, excess cash was not always340

ance brokers the rage in the early 1970s now committed wisely, but painful lessons have335 Special to Business Insurance
seem once again to be an impetus to valua- been learned, and we would expect greater 33C

rT'HE PAUSE THAT refreshes might well tions discretion in the use of free cash in the fu-99.

1 be an appropriate description for the re- Of course, we do not belittle the current ture320

cent price action of the publicly owned insur- rate environment as a driving force The pro- We think insurance brokers should be un-315 9
ance brokers' shares nounced earnings growth that seems in store usually favored beneficiaries of the proposed310 4

Most of the issues within the group, having for the next several years accounts for a good reduction in the corporate tax rate, if en-305

6?,6?·*4f,444*4'Stdy## 4 posted a sharp run-up in the past six months, deal of investor enthusiasm acted

have undergone price corrections ranging Few industrial or financial companies will The timing of tax legislation is difficult to1 / from about 10% to 30% match the earnings progress of the insurance call, but by 1987 it would be reasonable to
This led an anxious client to ask us if any brokers over the 1985-1987 period And, stock expect earnings to receive a shot in the armThe Business insurance stock index declined

fundamental problems cropped up among the prices respond almost unfailingly to an accel- from lower tax rates Thus, earnings esti-during the most recent trading period, following brokerages All vital eration in earnings progress mates based upon operating gains alone couldan upward surge two weeks ago that had bro- signs seem inordinately Long-term, we think there is renewed rec- prove to be conservative So, investors haveken the index's three-week downward plunge. robust, so clearly it is not / j, ognition that publicly owned insurance bro- another basis for optimism
The index closed at 347.8 points on Oct. 9, loss of operating momen- I  ken are likely to attain growth rates well in The prospect of takeovers has receded fordown 4.4 points from 352.2 points on Oct. 2. A tum that accounts for the · excess of the gross national product's New the moment, but insurance brokers will re-total of 19 stocks posted gains, 31 stocks de- price retreat 7 ** fan / products, additional services and greater main attractive targets for all the reasonsclined and seven st6cks were unchanged. The In point of fact, we be- market penetration should generate a rate of that currently attract investors to the groupbiggest gains were by Torchmark Corp., uP heve that prices for the Al , 1 progress that exceeds real economic growth Admittedly, unfriendly deals seem to be un-5 3%; Washington National Corp., alsoup 5.3%; insurance brokers had  1/ and gains registered by most financial ser- likelyMonumental Corp., up 3.8%, Nobel Insurance gotten a little ahead of 1111ll vices Then too, the flirtation of underwritersLtd., up 3.7%; Avemco Corp, up 3.7%; and themselves Investors The brokers seem largely immune to the with vertical integration seems to be an ideaBaldwin & Lyons Inc., up 3.3%. The biggest seek to peer into the fu- Mr. Wilson uncertainties of budget deficits, trade deficits that has arrived and departedlosses were posted by Aneco Reinsurance Co. ture and discount devel- and exchange fluctuations-all but the most However, deregulation of banks may yetLtd., down 30.0%; Mission Insurance Group opments, both favorable and unfavorable, severe economic dislocations bring a massive new force into the insuranceInc., down 6.0%; Continental Corp., down 5.9%; long before they are evident to the casual ob- Investors are worried about a recession in industry, and a leading broker would be aFrank B. Hall & Co. Inc., down 5.0%; CNA Finan-

server 1986 or 1987, but the earnings outlook for in- quick avenue of entrycial Corp., down 4.9%, and Tok,o Marine & Fire Insurance brokerage stocks started to move surance brokers will be not much altered by Since acquisition prices invariably are wellInsurance Ltd., down 4.7%. The Business Insur-
even before the premiums rates clearly had the state of the economy above market prices, values beyond what theance index declined 1.2% for the period. The begun the current broad-scale advance The advance in premium rates is-and will fundamentals justify could be potentiallyNew York Stock Exchange composite declined Nothing succeeds like success in the stock remain-the overriding contributor to oper- realized0.8%; the Standard & Poor's 500 index declined market, and rising prices attracted additional ating performance This collection of attractive characteristics0.8%; and the Dow Jones 30 Industrials Index buyers, some of whom may lack a grounding If interest rates fall and pare investment provides almost ironclad assurance that thefe110.5%.
in valuation concepts income, we can expect some compensation public brokers will continue to command

The result, which is common enough in from higher premium rates In addition, premium appraisals If earnings falter, of
other industry groups as well, is temporary lower interest rates would quite likely foster course, they could again fall into disfavor,British Issues
overevaluation that-sooner or later-is cor- higher stock prices but we think the positive outlook will last1 Week
rected Return on shareholders' equity is a key through the decade, even after premium8 Oct Price P/E Div Yield High-Low

At the recent peak, the insurance brokers measure of investor regard Few companies rates achieve adequacy and some degree ofCompanies pence pence % pence pence
Comml Union 223 N/M 16 9 76 230-223 as a group were selling at 17 to 18 times their equaled the profitability of the insurance price competition returns to commercial in-
Genl Accident 603 25 1 31 4 52 612-603 1985 earnings estimates, a rich appraisal in brokers before ruinous rate competition in- surance
Gdn Royal Exch 653 568 386 59 660-653 absolute terms and relative to the stock mar- flicted its damage For now, the brokerage stocks are catchingRoyal 665 831 350 53 668-655 ket in general For example, Arthur J Gal- Once again, the brokers, with a continuing their wind, but if earnings momentum iS sus-Sun Alliance 462 N/M 236 51 465-458

lagher & Co was appraised at better than 20 recovery in earnings, should achieve returns tained, as seems likely, the current easing in
times a plausible earnings expectation for in the range of 25% to 30% on shareholders' share prices could prove to be a temporaryBrokers

CE Heath 625 81 375 60 633-625 this year equity, without leverage, and in some in- phenomenon
These lofty valuations dramatically 111US- stances with a good deal of excess cashHogg Robinson 270 113 143 53 271-270

JH Minet 218 99 11 4.52 229-218 trate the altered perceptions that investors Like most service businesses, insurance The Crump Cos.Sedg Grp 345 138 17 8 52 353-345 hold toward insurance brokerage brokerage is not capital-intensive High rates
Stew Wrightson 655 12 6 32 8 50 662-655 of return, slim working capital needs and low The Crump Cos Inc has announced a 2-Willis Faber 698 17 9 236 3 4 700-495 Leonard M Wilson, a special limited partner fixed-asset requirements translate into copi- for-1 split of the company's stock and an in-
Source Philip Olsen/Alan Clifton, Insurance Industry at L F Rothschild, Unterberg, Towbin in New ous free cash flow In the past, this meant crease in its quarterly dividend

Specialists Kitcat & Aitken Stockbrokers, York, specialties in insurance brokerage generous dividend payout ratios, debt-free Crump's board of directors recommendedLondon

stocks He ts a member of the New York So- balance sheets and cash for external opportu- the split earlier this year to increase the num-
 clety of Secunty Analysts nities ber of authorized common shares to 20 mil-

lion from 10 million Shareholders approved
an amendment increasing the number of
shares last month

In addition, the Crump board has Increased

Bl Industry Stock Report the quarterly dividend rate by declaring a
October 9, 1985 10/3/85 thru 10/9/85 cash dividend of 625 cents per share on the

shares outstanding after the split The in-
crease is the equivalent of raising - Crump's
annual dividend rate by 14% to 50 cents per

Brokers Pnce % Chg P/E $ 0/ % Yld High Low Vol (000) Price % Chg P/E $ Div %¥ld High Low Vol (000) share from 44 cents
AV.CO Corp NYSE 31.38 3 7 13.8 0.60 1 9 31.38* 30.25 50 The new shares issued pursuant to the splitAlexander & A,exander Svcs NYSE 27.38 -2.2 00 100 37 27.88 27.13 297 1 Business New Assurn Co Amer OTC 26.38 -0.5 7.6 1.04 3.9 27.00 26.25 22 0

Baldwin & Lyons Inc OTC 62 00 3 3 10 2 0.80 1.3 64.00 60.00 0.3 Chubb Corp NYSE 65 63 -4 5 16 0 2.34 3 6 66.50 65 25 405.7 and the cash dividend will be paid simultan-Corroon & Black Corp NYSE 45.63 03 00 100 2.2 45.63 45.25 21.0 Combined Intl Corp NYSE 42.13 -3 7 7.9 2.16 5 1 43.88 42.13 155 9 eously on Oct 18 to shareholders of record asCrump E H Cos Inc OTC 2950 22 190 0.50 1.7 29.50 28.75 48.0
Emett & Chandler Cos Inc OTC 13.63 0 9 34.9 0.00 0.0 14.00 13.25 13.6 Continental Corp NYSE 38 13 -5.9 18.7 2 60 6.8 39.63 37.38 1,129 0 of Sept 30

Crown Life Ins Co OTC 215.00 -4 4 13.0 0 00 0 0 225.00 215.00 00Gallagher Arthur J & Co OTC 35.00 1 4 19.6 0 28 0.8 35.00 34.50 25.9 Durham Corp OTC 37.50 -20 6.9 128 3.4 38.50 37 50 11 8Hall Frank B & Co Inc NYSE 25.88 -5 0 0.0 1.00 3.9 27.75 25.89 166.9 Farers Group Inc OTC 58 50 -0.8 10.0 1.76 3.0 59.13 58.38 223 8Marsh & Mclennan Cos Inc NYSE 66.88 -2.4 17 1 2 68 4.0 68 50 66 75 139 6 Fremont Gen Corp OTC 22.75 -37 0.0 048 21 23.50 22.38 89 9 Guaranty NationalPoe & Assoc Inc OTC 8.00 0 0 0.0 0.80 10 0 8.00 8.00 200.1
Reed Stenhouse Cos Ltd OTC 21 88 00 28.4 0.= 00 0.00 0.00 0 0 Great West Llfe Assurn Co OTC 430 00 0 0 11 1 1.60 ON 430.00 430.00 00 Orion Capital Corp of New York, a prop-Hanover Ins Co OTC

AGENTS/BROKERS

*rtford St'- Bot'., 1"ipt" OTC 50:50 0 0 15:9 2.00 U so 50 49.SO 7 7 erty/casulty insurance holding cornpany, has
44 25 43.75 9.2

AVERAGE 36 3 24

Kans City Life Ins OTC 23 75 1.1 94 0.87 37 23.75 23.50 1.9

purchased a 9% convertible subordinatedKemper Corp OTC 5188 -3.0 149 180 35 53.50 51.88 61.3Conglomerates & Holding Cos.

promissory note in the principal amount of $5Liberty Corp S C NYSE 29 50 1.3 13 0 0.72 2 4 29.50 28.88 24.0American Express(Fireman's Fd) NYSE 40 63 -2 1 14 1 1 36 3.3 41.88 40.63 2,100.8 Lincoln Natl Corp Ind NYSE 42.25 0.3 101 1.84 4 4 42.50 42.13 109.7 million from Englewood, Colo -based Guar-Anderson Clayton(Ranger/panA•) NYSE 42.75 -1.4 31 4 1.32 3.1 43.75 42 63 64.8 Mission Ins Group Inc NYSE 388 -6.1 00 0.00 00 4.25 3.88 74.6 anty National Corp, the immediate parent ofArmco Inc NYSE 8.75 0.0 00 000 00 8.75 8 63 251.1 Monumental Corp OTC 30.75 3.8 11 3 1.40 4 6 30.75 29.75 29.5Berkley W R Corp OTC 19.75 -1.3 581 032 16 20.25 19.75 113 5 Nobel Ins Ltd OTC 10.SO 3 7 138 025 24 11.00 10.25 175 Guaranty National Insurance CoCIGNA Corp NYSE 54.38 0.5 76 6 2.60 4.8 54.38 53.13 661.3

Proceeds from the sale of the note will beNorthwestern Natl Life Ins 21.63 21.38 221 8City Investing Co. (Home Ins ) NYSE 7.25 00 11 0.00 00 0.00 0.00 0.0 Ohio Cas Corp 57.25 56 88 74 3 used to increase Guaranty National's capitalCNA Finl Corp (CNA) NYSE 48.00 -5.0 16 6 0 00 0 0 49 88 48.00 289.2 Old Rep Intl Corp OTC 29.25 -3.3 79 074 25General Re Corp NYSE 80 75 -2 6 128 2 1 56 1.9 81.75 80 75 159.7 Orion Cap Corp NYSE 24.25 -1.0 0.0 0.76 3.1 4'5 4 25 Yt and allow its commercial business to growITT (Hartford Group) NYSE 34.63 1.1 10 0 1 00 2 9 34 88 33 75 4,481 0 Protective Corp OTC 1813 0.7 6 7 0.66 3 6 18.25 18.00 922 6 Orion Capital currently holds all 525 mil-Sears Roebuck & Co. (Allstate) NYSE 32.13 -1 9 86 176 55 32.50 31.88 2,241.6
Provident Life & Acc Ins Co OTC 23 25 -1 1 6.3 0 76 3.3 23.25 23.00 227 1 lion shares of Guaranty National's 6% con-Teledyne Inc (Argonaut) NYSE 235 00 -0 9 50 0.00 0.0 236.63 234.00 57.7 St Paul Cos Inc OTC 67.75 -1.1 0.0 3.00 4 4 68.50 67.63 128.0

vertible preferred stock and has approxi-Transamerica Corp
SAFECO Corp OTC 37.88 -2 3 12.3 1.60 4.2 38.50 37.00 197 2

(Occidental & Fred S James) NYSE 27.75 -0.4 14 3 1.68 6 1 28 25 27.63 352 2 Sri Corp OTC 18.00 -1.4 52.9 0 80 4.4 18 25 18 00 22 0 mately 55% voting control of Guaranty Na-===== Seibeli Bruce Group Inc OTC 18 00 -2 7 0.0 0.80 4.4 18.63 18.00 43 5CONGLOIERATES/HOLDING COS. AVERAGE 9.6 18 tional

"mf nifin' I" Co OTC 425 00 0.0 015 35 4.38 4.25 391

OTC 219.75 -4.7 41.4 1.05 0 5 234.00* 219.25 42.8

Insurers Torchmark Corp NYSE 20.00 53 84 060 30 20.00 18 88 1,071.6
Tr,velers Corp NYSE 41.38 -0 9 10.0 2 04 4.9 41 75 41.00 1,085 7 Travelers Corp.
United Fire & Cgi Co OTC 24.SO 0 0 21.3 1.20 4 9 24.50 24.50 0.0

Aetna Life & Cas Co NYSE 44.25 -1 7 18.2 2 64 6 0 45.00 43.38 2,831.1 Travelers Corp has declared a quarterlyAmerican General Corp NYSE 28 13 -3.8 8.7 1 00 3 6 29.00 28.13 966.4 United States Fid & Gty Co NYSE 32.50 -4.1 135.4 2.20 6.8 33.63 32.38 338.3

Amern Heritage Life Invt Co NYSE 34 25 1 1 10.0 1.20 3.5 34 25 34.00 2 0 Ualife Corp NYSE 34.88 -1.1 7.9 1.04 3 0 35.38 34.88 396.0 dividend of 51 cents per share of common
American Indty Flnl Corp OTC 17.25 -1 4 0.0 1.12 6 5 18.00 17.25 0 7 Washington Natl Corp NYSE 25.00 5.3 7.2 1.08 4.3 25.00 24.63 90 5

stock and $1 04 cents per share on ltS $4 16American Intl Group Inc NYSE 82.88 -3.1 22.2 0 44 0 5 84.25 82.88 311.6 Zenith Natl Ins Corp OTC 19.75 2.6 0.0 0.68 34 19.75 19.25 60.6
..... Series A convertible exchangeable preferredAneco Reins Ltd OTC 0.88 -30.0 0.0 0.00 0.0 0 88 0 88* 17.5 INSURANCE COMPANIES AVERAGE 17 4 24

stock Both dividends are payable Dec 10 toSystem design Altman Information Systems_
shareholders of record on Oct 31 .
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